x ¥ x
*C.A.F
X

t?\

N A

China Assurance Finance Group Limited

-

(B 2 R Bk Mhsar 2 A R AH)
(Incorporated in the Cayman Islands with limited liability)
JReAH K% Stock Code : 8090

=B R E
THIRD QUARTERLY REPORT




Third Quarterly Report 2013 £ =F£& R &

CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (“GEM”) OF THE STOCK
EXCHANGE OF HONG KONG LIMITED (THE “STOCK EXCHANGE")

GEM has been positioned as a market designed to accommodate companies to which a higher
investment risk may be attached than other companies listed on the Stock Exchange. Prospective
investors should be aware of the potential risks of investing in such companies and should
make the decision to invest only after due and careful consideration. The greater risk profile
and other characteristics of GEM mean that it is a market more suited to professional and
other sophisticated investors. Given the emerging nature of companies listed on GEM, there is
a risk that securities traded on GEM may be more susceptible to high market volatility than
securities traded on the Main Board and no assurance is given that there will be a liquid
market in the securities traded on GEM.

Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited take
no responsibility for the contents of this report, make no representation as to its accuracy or
completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from
or in reliance upon the whole or any part of the contents of this report.

This report, for which the directors (the “Directors”) of China Assurance Finance Group Limited
(the “Company”) collectively and individually accept full responsibility, includes particulars given
in compliance with the Rules Governing the Listing of Securities on GEM of the Stock Exchange
(the “GEM Listing Rules”) for the purpose of giving information with regard to the Company. The
Directors, having made all reasonable enquiries, confirm that to the best of their knowledge and
belief the information contained in this report is accurate and complete in all material respects
and not misleading or deceptive, and there are no other matters the omission of which would
make any statement herein or this report misleading.

This report will remain on the “Latest Company Announcements” page of the GEM website at
www.hkgem.com for a minimum period of 7 days from the date of its publication and on the
Company’s website at www.cafgroup.hk.

BERBEXZAERDR ([BRA)) AR (RIRR]) 25

AIERZEN  DAMALERMERIMET 2 ARSERSREARZARAREFA—ELED
ZHE BEREZATEBBRRENZEARAZECAR IRSBEEHAF 2EBES
FEHRERE - AIERZBSEARRAMBERTAXABESEXERIMERRESE - B
REAERETARFBEZMERR  EAXREE BSTHEBRNEIREEZRFEZR
RemERBEKE  FARELIRBCAXREEZRSSESIREEZTS -

EERGREEMERRFIREEHERZGHBERAFHARE AT T AR - R ERE
YT BN IR T EREJBE - WHHER T T AR & 2D AT TELSLA
FREZ FEAE TSI B AR AEETEAE »

A&z ERTIBIRB R PTEIERES LA ([AIFR LR MTI# - 5wt h
FEBRBEEAERAF ([KXRA) ZEH - ARAEEE ([BEE]) BERA#E 2 EHH
B RAEFIHAEDEEE A - KEFFEEH — IR BEHE - BRBEFTHRAE - NBEH
HENEXEEZT FGEERLTHE  RERGAMFAY  AUEERENER  EUXS
HABE LR TE R ELRE -

B FIE AR - AREHE L —# -+ HFEREIZ R B U www. hkgem.comZ [ R A Bl &
& | A R K2 548 www.cafgroup.hk A »



2 China Assurance Finance Group Limited FEIRIR S BEEER DT

SUMMARY ME

For the nine months ended 30 September 2013: BE-_Z—=FfhLA=+H8INE

the turnover of the Group was approximately
RMB11.9 million, representing a decrease of
approximately 41% as compared with the nine
months ended 30 September 2012 of
approximately RMB20.0 million. The principal
reason for the decrease of the turnover was
attributable to the substantial slowdown of the
performance guarantee services. Due to most of
the Group’s performance guarantee services
customers are engaged in the sale of construction
material, water and heating installation and sale,
air-conditioning engineering and real estate
development, performance guarantee business of
the Group was inevitably impacted by the
slowdown of the real estate development and/or
construction projects under the macro control
policies in the PRC;

despite the overall decrease in turnover, the
Group’s turnover from financial guarantee services
was approximately RMB11.9 million, representing
an increase of approximately 24% as compared
with the nine months ended 30 September 2012
of approximately RMB9.6 million;

the loss attributable to owners of the Company was
approximately RMB3.1 million, which was mainly
due to the grant of share options to the Eligible
Persons on 21 May 2013 which was one-off
expenses and non-cash in nature and the finance
cost incurred from the short terms loan; and

the Board does not recommend the payment of
any dividend for the nine months ended
30 September 2013.
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THIRD QUARTERLY RESULTS

The board of Directors (the “Board”) hereby announces
the unaudited condensed consolidated results of the
Company and its subsidiaries (collectively, the “Group”)
for the nine months ended 30 September 2013 together
with the unaudited comparative figures for the
corresponding period in 2012 presented in Renminbi
(“RMB”) as follows:
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UNAUDITED CONDENSED CONSOLIDATED STATEMENT OF

COMPREHENSIVE INCOME
ARBELEAGSEZERER

For the three months and nine months ended 30 September 2013

HE_Z—=FAA=1tRIE=EARNEAR

For the three months
ended 30 September
BEAB=THL={A

For the nine months
ended 30 September
BEAB=THLANER

2013 2012 2013 2012
“2--f -F--f CZB-=% -F--f
(Unaudited)  (Unaudited) ~ (Unaudited)  (Unaudited)
(REEHR) (REER)  (REER)  (REER)
Notes RMB'000 RMB'000 RMB'000 RMB'000
M  ARETn ARETT ARETR ARETR
Revenue W& 3 3,865 7,465 11,894 20,033
Other income EhlA 3 2717 79 1,427 768
Administrative expenses TRR% (4,281) (3,578) (10,938) (11,349)
Finance cost BEAKAK (673) (673) —
Listing expenses Il 5 - - - (3,633)
Share option expenses BRERS 4 — — (2,515) (11,571)
(Loss)/Profit before income tax FifaRial (88) /&7 6 (812) 3,966 (805) (5,752)
Income tax expenses FEREY 7 (660) (1,036) (1,996) (3,591)
(Loss)/Profit for the year REE (FB) /&7 (1,472) 2,930 (2,801) (9,343)
Other comprehensive income Et2ENE
Exchange gain on translation of ~ REBIMELEBHRRR
financial statement of LER g
foreign operations 251 7 194 376
Total comprehensive (loss)income  AFE2E (BB) /&R
for the year (1,221) 2,937 (2,607) (8,967)
(Loss)/Profit for the year attributable to: {6 A% [E (K1) /&7 :
Owners of the Company RARAERA (1,535) 2,712 (3,088) (9,884)
Non-controlling interests FirhiER 63 218 287 541
(1,472) 2,930 (2,801) (9,343)
Total comprehensive income EE2ENRES:
attributable to:
Owners of the Company RARHBA (1,282) 2,719 (2,894) (9,508)
Non-controlling interests FiEmR R 63 218 287 541
(1,345) 2,937 (2,607) (8,967)
(Loss)/Earnings per share — Basic Sk (%) /BF —E& 9
(RMB cents) (A\R&%) (0.10) 0.18 (0.20) (0.64)
(Loss)/Earnings per share — Diluted &% (&518) /B | — &%
(RMB cents) (ARES) (0.10) 0.18 (0.20) (0.64)
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NOTES:

1.

Corporate Information

The Company was incorporated in the Cayman Islands
as an exempted company with limited liability on 10 March
2011. The registered office of the Company is at Cricket
Square, Hutchins Drive, P.O. Box 2681, Grand Cayman,
KY1-1111, Cayman Islands. The Company’s shares (the
“Shares”) have been listed on GEM of the Stock Exchange
since 6 January 2012 (the “Listing Date”).

Pursuant to a group restructuring exercise (the
“Restructuring Exercise”) carried out by the Group to
rationalize the structure of the Group in preparation for
the listing of the Shares on GEM of the Stock Exchange,
the Company became the holding company of the
subsidiaries comprising the Group. Further details of the
Restructuring Exercise were set out in 2011 annual report
of the Company dated 21 March 2012. The Company is
an investment holding company. The Group is principally
engaged in the business of providing financial guarantee
services, performance guarantee services and advisory
services in The People’s Republic of China (the “PRC").
In the opinion of the Directors, the ultimate holding
company of the Company is Capital Gain Investments
Holdings Limited (“Capital Gain”), a limited liability
company incorporated in the British Virgin Islands.

Basis of Preparation and Principal Accounting
Policies

The unaudited consolidated results of the Group for the
three months and nine months ended 30 September
2013 have been prepared in accordance with the
accounting principles generally accepted in Hong Kong
and comply with Hong Kong Financial Reporting
Standards issued by the Hong Kong Institute of Certified
Public Accountants and the applicable disclosure
requirements of the GEM Listing Rules.

The accounting policies used in the preparation of these
results are consistent with those used in the preparation
of the Group’s annual financial statements for the year
ended 31 December 2012.

The functional currency of the Company is Hong Kong Dollar
(“HK$"). The consolidated financial statements are
presented in RMB, which is the functional currency of the
primary economic environment in which the principal
subsidiaries of the Group operate. All values are rounded to
the nearest thousand (“RMB’000") unless otherwise stated.
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Revenue and Other Income

Revenue from the Group’s principal activities, which is
also the Group’s turnover, represents the income from
provision of guarantee and advisory services. Revenue
and other income recognized for the three months and
nine months ended 30 September 2013 are as follows:

For the three months
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Was & E AW A

mAEE T RZEBE 2 - R
BIARSE 258 - SEptiRHIER
RERRBZBA -BE-F—=
FAA=TRLE=@ARNERE
ERZWmREMBPANT

For the nine months

ended 30 September ended 30 September
BEAA=THL={EA BEAA=THLABA
2013 2012 2013 2012
—2-Z§ -%--f CZE-Zf —%-Cf
(Unaudited) ~ (Unaudited) ~ (Unaudited)  (Unaudited)
(REEEH) (REER) (REEER) (REEER)
RMB'000 RMB'000 RMB'000 RMB'000
AR%TR ARETT ARETR AR%ETn
Revenue e
Income from financial guarantee REERBA 3,865 4,215 11,894 9,581
Income from performance guarantee BOEREA - 3,250 - 10,452
3,865 7,465 11,894 20,033
Other income HiolA
Bank interest income RTHEHA 277 79 1,327 768
Foreign exchange gain, net INEWgs 8 - - 100 =
277 79 1,427 768
Share Based Payment and Share Option 4. UROABRESRRBRER

Valuation

The Company conditionally adopted a share option
scheme (the “Share Option Scheme”) on 1 December
2011 for the purpose of enabling the Company to grant
share options to any full-time or part-time employees of
the Company or any members of the Group (including
any executive, non-executive and independent non-
executive Directors), advisors and consultants of the
Group (the “Eligible Persons”) as incentives or rewards
for their contributions to the Group.

On 23 March 2012, the Company granted an aggregate
of 150,000,000 share options at an exercise price of
HK$0.63 per Share to the Eligible Persons, which entitled
them to subscribe for an aggregate of 150,000,000 new
ordinary Shares.

&
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Share Based Payment and Share Option
Valuation (Continue)

On 21 May 2013, the Company granted an aggregate of
8,000,000 share options at an exercise price of HK$1.19
per Share to the Eligible Persons, which entitled them to
subscribe for an aggregate of 8,000,000 new ordinary
Shares.

Further details of the grant of share options were set out
in the announcements of the Company dated 23 March
2012 and 21 May 2013 and under the paragraph headed
“SHARE OPTION SCHEME" in this report.

The fair value of the 150,000,000 and 8,000,000 share
options granted by the Company were approximately
HK$14.3 million (or approximately RMB11.6 million) and
HK$3.16 million (or approximately RMB2.52 million)
respectively, which was an one-off and non-cash expenses
in nature. For further information in relation to the Share
Option Scheme, please refer to the Company’s prospectus
dated 29 December 2011 and the Company’s annual
report for the year ended 31 December 2012.

Segment Information

Operating segments and the amounts of each segment
item reported in the consolidated financial statements are
identified on the basis of the internal management
reporting information that is provided to and regularly
reviewed by the executive Directors in order to allocate
resources and assess performance of the segment. No
segment information is presented in respect of the Group’s
operating segment as the Group is principally engaged in
one segment in the provision of financial guarantee
services, performance guarantee services and advisory
services in the PRC.
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6.

(Loss)/Profit Before Income Tax

6. A (BB A

For the three months
ended 30 September
BEAAZTHL=M@A

For the nine months
ended 30 September
BEAR=THLENER

2013 2012 2013 2012
—E-=% —E-—f —g-=f§ -
(Unaudited)  (Unaudited) ~ (Unaudited) (Unaudited)
(REEH)  (REER) (REBHZ)  (REER)
RMB’000 RMB'000 RMB’000 RMB'000
ARETRE ARETT ARETR ARETR
Depreciation of property, nE - BEREZERE
plant and equipment 333 308 913 643
Amortisation for land use rights T REE 189 189 566 566
Employee benefit expenses EERFIEY
(including Directors' remuneration)  (BHEEEM&)
Salaries and wages ¥eRIE 1,209 882 3,155 2613
Pension scheme contribution BARGFHEIfR
— Defined contribution plans — EREFAHE 69 47 242 120
Share option expenses — Equity-settled BRI — AR{H AE%E
share-based payment to employees N3 (MRALE) FEE — — 1,257 5,631
1,278 929 4,654 8,364
Share option expenses — Equity-settled BRI — JAR{H AE%E
share-based payment to eligible person 3 (MIRALE) FEE
other than employees UPEERAL = = 1,258 5940
Operating lease charges in NERBE BEREERR
respect of properties 411 319 870 895

Income Tax Expense

7. FEHEX

For the three months

For the nine months

ended 30 September ended 30 September
BENB=tHLE=EA BELAZTHLAMEA
2013 2012 2013 2012
—E-=f§ —E--F —B-=f —E-CF
(Unaudited)  (Unaudited) ~ (Unaudited)  (Unaudited)
(REER) (REER) (REER) (RIBEH)
RMB'000 RMB'000 RMB’000 RMB'000
ARET R ARBTR ARBTR AREFT
Current tax — PRC BREARRIE —
Enterprise Income EMFH
Tax (“EIT”) (TeEpmB8l) 660 1,036 1,996 3,591
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Income Tax Expense (Continue)

The Group is subject to income tax on an entity basis on
profits arising in or derived from the jurisdictions in which
members of the Group are domiciled and operate.

No provision for Hong Kong profits tax has been made as
the Group did not generate any assessable profits arising
in Hong Kong during the nine months ended
30 September 2013 (2012: nil).

EIT arising from the PRC for the nine months ended
30 September 2013 was calculated at 25% of the
estimated assessable profits during the period (2012:
25%).

Dividend

The Board does not recommend the payment of any
dividend for the nine months ended 30 September 2013
(2012: nil).

(Loss)/Earnings Per Share

The calculation of basic (loss)/earnings per share is based
on the loss for the three months ended 30 September
2013 attributable to owners of the Company of
approximately RMB1,535,000 and the loss for the nine
months ended 30 September 2013 attributable to owners
of the Company of approximately RMB3,088,000 (three
months and nine months ended 30 September 2012:
profit of approximately RMB2,712,000 and the loss of
approximately RMB9,884,000, respectively), and the
weighted average number of 1,579,313,000 and
1,563,485,000 ordinary Shares in issue during the three
months and nine months ended 30 September 2013
(three months and nine months ended 30 September
2012: 1,540,000,000 and 1,537,263,000, respectively).

No diluted (loss)/earnings per share are presented for
the three months and nine months ended 30 September
2013 and three months and nine months ended
30 September 2012 as the impact of the potential dilutive
ordinary Shares outstanding has an anti-dilutive effect
on the basic (loss)/earnings per share presented for the
period.
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10.

Reserve

10. %

Equity attributable to the owners of the Company

ARAREARERR
Share Non-
Share Share Exchange Option Retained Controlling Total
Capital Premium Reserve Reserve Profits Total Interest Equity
k# RHEE EififE BRERE REEH & FERER AitiE
(wnaudited) ~ (unaudited) ~ (unaudited)  (unaudited)  (unaudited)  (unaudited)  (unaudited)  (unaudited)
(RE%ER)  (REERH)  (KERR)  (REER)  (REER)  (RESR)  (REER)  (REER)
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT  ARETT  ARETT ARETR  ARETR  ARETR  ARETR  ARETR
At 1 January 2013 (audited) R=F-=F-F-H
(@zh) 12539 129817 10430 11,340 2,15 190,280 703 197,303
Exercise of share option {7 (¢ B iR 344 23,624 - (3,221) - 20,747 - 20,747
Equity-settled share option ~ bBEL ff
amangement JERERS - - - 2,515 - 2,515 - 2,515
Transactionwith owners ~ REFARA %5 344 23,624 - (706) - 23,262 - 23,262
(Loss)Proftfor the period ~ ZREJF (B5%8) /& - - - - (3,088) (3,088) 287 (2,801)
Other comprehensive income A& 12 E Kz
for the period - - 80 - - 80 - 80
Total comprehensive income AHH2ANHEE
for the period - - 80 - (3,088) (3,008) 287 2,721)
At 30 September 2013 =ENR=1A
(unaudited) (REEH) 12883 153441 10510 10,634 23066 210619 7310 217,928
At 1 January 2012 (audited) H=F--F-f-F
(@zh) - - 10539 - 35,640 46,179 6374 52,553
Loan capitalisation issue ~~ EHAR(LET - 108,300 - - - 108,300 = 108,300
Capitalisation issue -r(4:351 11,29 (11,295) - - - - - -
Issuance of ordinary shares in §t £ %17 & Bk
connection with the listing 1,219 31,070 - - - 32,289 - 32,289
Equity-settled share option ~ JARIES 1 2 R ER 5
arrangements — — — 11,571 — 11571 — 11571
Transaction with owners ~~ BHEEAETZRS 12,514 128075 = 11,571 = 152,160 = 152,160
(Loss)/Proft for the period 2878 (B5%8) /&7 - - - - (9,884) (9,884) 541 (9343)
Other comprehensive income ARt 2EHE
for the period - - 376 - - 376 — 376
Total comprehensive income  AHH2ARHLE
for the period = = 376 - (9,884) (9,508) 541 (8.967)
At 30 September 2012 3
(unaudited) (REER) 12514 128,075 10915 11571 25,756 188,831 6915 195,746
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MANAGEMENT DISCUSSION AND ANALYSIS

EEREWED

The Group is primarily engaged in the business of
providing financial guarantee services, performance
guarantee services and advisory services in the PRC.

Business Review

During the third quarter of 2013, the global economic
condition stabilized but the pace of recovery remains slow.
The United States government postponed the timetable
of existing Quantitative Easing Measures, which helped
the market to avoid the short-term volatility, but the future
is still gloomy. The world’s major emerging economies
are slowing down the economic growth. During the period,
gross domestic product (GDP) growth in the PRC
accelerated to 7.8 percent in the third quarter, up from
7.5 percent in the second quarter and was in line with
last year’s figure. The PRC is making economic progress
while maintaining stability and achieving steady growth.
To protect domestic employment and economic growth,
the PRC maintains a loose monetary policy. However,
bank supports for small and medium-sized enterprises
(“SMEs”") are still limited. It is difficult for SMEs to obtain
loans from banks. As an important part of the PRC’s
economy, SMEs’ demand for funding is still strong. The
Group will seize the opportunity to further diversify its
existing business and expand new business scope, so
as to ensure its income sources and increase profitability.

Further Development in Relation to the Strategic
Cooperation Agreement and Cooperation Agreement
(the “Cooperation Agreements”)

Reference is made to the Company’s announcements
published on 23 April 2013, 19 June 2013 and 3 October
2013, respectively. ER A F| @ @ EHZ RIS AR AR (in
English for identification purpose only, Guangdong Heli
Financial Technology Services Co., Ltd. “Heli Financial
Technology”) and the Company shall cooperate and
utilize the existing platform of Heli Financial Technology
to apply for a national third party payment and settlement
license in the PRC (the “License”).
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BEMAEFEZMABEBER2AA (in English for
identification purpose only, Guangzhou Helipay Payment
Technology Limited, “Helipay”), a subsidiary of Heli
Financial Technology, has commissioned A~ B &% £ 5 38
F 0 (in English for identification purpose only, China
Software Test Center), a software test center certified by
the People’'s Bank of China, to examine various safety
and transaction security issues on the third party payment
and settlement platform (the “Platform”) to be operated
by Helipay regarding the services to be provided under
the License. On 22 September 2013, the Platform was
certified to be in compliance with the relevant
requirements under the FE& R 2 1 ZE 75 5 M B AT
R EIRE (in English for identification purpose only, the
Rules Governing the Payment Facilities Technology of
Non-financial Institutions) and 3E& RAH S 15 E 15 %
MR REZMMEL (in English for identification
purpose only, the Rules Governing the Implementation
of Non-financial Institutions Payment Facilities). On
29 September 2013, the relevant results of the technical
examination were published on the official website of the
People’s Bank of China, Guangzhou Branch, the
commissioning authority of the License application. As
at the date of this report, the application of the License is
still under process by the People’s Bank of China,
Guangzhou Branch.

On 29 September 2013, Helipay received a letter of intent
(the “LOI”) from AR Bl 2R R1TAR D B R A 7 M &5
77 (in English for identification purpose only, China
Construction Bank, Guangzhou Railway Branch, the
“Bank”), pursuant to which the Bank will act as the
financial intermediary to facilitate the operation of the
Platform, and provide suitable financing products and
services to the clients, particularly SMEs, of Helipay and
BMmE2CXEEEMRAA (in English for
identification purpose only, Guangzhou Junyan
Management Company Limited, “Guangzhou Junyan”),
an indirect wholly-owned subsidiary of the Company. The
Board believes that, upon successful application of the
License, the business plans as envisaged under the LOI
will allow the Group to expand its existing services and
provide a more comprehensive financing platform to
SMEs.
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In order to facilitate the business plans under the
Cooperation Agreements, the Group established
Guangzhou Junyan in July 2013 as a domestic company.
Guangzhou Junyan is wholly-owned by A B 77 (& F9)#
RABPRAF] (in English for identification purpose only,
Da Sheng (Xiamen) Guaranty Company Limited, “Xiamen
Da Sheng”), an indirect subsidiary of the Company. It is
the intention of the Group that Guangzhou Junyan will
become a wholly-owned foreign enterprise in order to
facilitate the cooperation with Helipay regarding the
services to be provided upon successful application of
the License.

Discloseable Transaction

On 7 May 2013, Xiamen Da Sheng, an indirect subsidiary
of the Company, entered into a EE# TR #ZEE (in
English for identification purpose only, Real Estate
Mortgage Construction Payment Agreement, the
“Agreement”) with 114 & — 22 T 22 7] (in English
for identification purpose only, Sichuan Province First
Construction Engineering Company, “First Construction
Engineering”), an independent third party, regarding the
transfer of Units A, B, C and D on the 5th Floor, Building
No.1 (the “Properties”) of Aurora Liaohai International
Building (“Aurora Liaohai”) from Xiamen Da Sheng to
First Construction Engineering in order to partially offset
the construction payment to First Construction
Engineering. Aurora Liaochai is a commercial complex
comprising two blocks of buildings owned by Xiamen Da
Sheng and is currently under construction. The Properties
are some of the units of Aurora Liaohai. The total
consideration of the transaction was RMB12,075,360 and
the unit price was RMB12,000 per square meter.

The entering into of the Agreement helps the Group to
maintain its cash resources for facilitating the cooperation
under the strategic cooperation agreement and the letter
of intent, both dated 22 April 2013.

As one of the applicable percentage ratios under rule
19.07 of the GEM Listing Rules in respect of the
Agreement exceeds 5%, but all those applicable
percentage ratios are less than 25%, the transfer
constituted a discloseable transaction for the Company
under Chapter 19 of the GEM Listing Rules.
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Details of the Agreement were disclosed in the
announcement of the Company dated 7 May 2013.

Financial Review
Revenue
Financial Guarantee

The Group’s guarantee services facilitate SMEs in the
loan application process and provide with convenient and
quick guarantee services. During the period under review,
the number of financial guarantee contracts increased.
For the nine months ended 30 September 2013, revenue
from financial guarantee services of the Group was
approximately RMB11.89 million (2012: RMB9.58
million), representing an increase of approximately 24%,
of which approximately RMB5.86 million was from the
provision of financial guarantee services and the
remaining of approximately RMB6.03 million was from
the provision of the related consultancy services. Revenue
from the financial guarantee services accounted for
approximately 100% of the total revenue of the Group.

The number of new contracts for financial guarantee
services entered into for the nine months ended
30 September 2013 were 62 (2012: 66), representing a
decrease of approximately 6% as compared to the
corresponding period in 2012. Despite the decrease in
the number of new contracts for the financial guarantee
services, the revenue has been encouraging as a result
of the increase in the average contract amount of the
financial guarantee services.
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Performance Guarantee

Revenue from the performance guarantee services of the
Group represented revenue from the provision of
performance guarantee services and the relevant
consultancy services. As most of the Group’s performance
guarantee services customers are engaged in the sale of
construction material, water and heating installation and
sale, air-conditioning engineering and real estate
development, performance guarantee business of the
Group was inevitably impacted by the slowdown of the
real estate development and/or construction projects
under the macro control policies in the PRC. The
Company is adopting a more prudent approach and
constructive control and monitoring to minimize the
adverse impact from this changing market and economic
conditions. For the nine months ended 30 September
2013, the Group did not enter into any performance
guarantee services contracts (2012: 11).

For the nine months ended 30 September 2013, revenue
from the Group’s performance guarantee services was
nil (2012: RMB10.45 million).

Other Income

The Group’s other income mainly represented bank
interest. The Group’s other income for the nine months
ended 30 September 2013 was approximately RMB1.43
million (2012: approximately RMBO0.77 million),
representing an increase of approximately 86%. Such
increase was mainly attributable to the increase in the
amount of average pledged bank deposits during the nine
months ended 30 September 2013.

Administrative Expenses

Administrative expenses primarily consist of (i) salary and
welfare expenses for management and administrative
personnel; (ii) business tax; (iii) rental expenses; and (iv)
other administrative expenses including legal and
professional fees. During the period under review, the
Group’s administrative expenses amounted to
approximately RMB11.61 million (2012: RMB11.35
million), representing a slight increase of approximately
2.3%.
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OUTLOOK

In the third quarter of 2013, the global economy remained
stable amid uncertainty. The PRC economy showed signs
of rebounding while maintaining stability, which will
provide SMEs more space to develop and also stimulate
their demand for funding. The financial guarantee
industry, which our Group is engaged in, will benefit from
this economic trend. The Group will seize the opportunity,
will monitor the policy trend of the PRC’s financial industry
and will constantly diversify and expand its business, with
the aim to maintain its profitability and enlarge the market
share.

During the period, the financial guarantee industry in the
PRC was further regulated. In June 2013, the China
Banking Regulatory Commission published the ({B#%
75 &6 51 356 /2 Bex 35 22+ #9488 &A) (in English for identification
purpose only, Notice to Guard Against the Risk of External
Infection, the “Notice”). It was the first time the
government had clearly stated that banking and financial
institutions should practice group list management when
dealing with small loans and financial-guarantee
institutions. Also, the Notice requires banks to monitor
the group list dynamically and evaluate the list at least
once every year, as well as to establish a timely exiting
mechanism for partner organizations that show
irregularities or significant risks. Although the further
regulation of the PRC guarantee industry will reshuffle
and integrate the industry in short term, it will benefit the
guarantee industry in the PRC in long term with
sustainable healthy development.
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The data from Bl & MR E K EE ERBRE FE (in
English for identification purpose only, The Inter-
Ministerial Joint Conference of the Supervision
Department of Financing Guarantee Industry) showed
that by the end of 2012, there were 8,590 institutions in
the financial guarantee industry in the PRC, an increase
of 188 when compared with 2011, or a 2.2% growth,
while the growth in 2011 was 39.2%. Although the growth
of all financial-guarantee institutions slowed down, the
capital and allowance of the whole industry kept
increasing. By the end of 2012, the total paid-up capital
of all financial-guarantee institutions reached RMB828.2
billion, an increase of 12.3% year on year. The industry
guarantee reserve totalled RMB70.1 billion, representing
an increase of 25.2% year on year. Additionally, the
financing guarantee non-performing loan rate was 1.3%
at the end of 2012, 0.5 percentage points higher when
compared with the beginning of 2012. The above figures
showed the financial guarantee industry went through
adjustment and integration and has now gradually
entered into a healthy and sustainable development. As
the leader in the industry, the Group will seize the
opportunity to further enlarge its market share so that its
business would become bigger and stronger.
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Looking forward, the Group will expand its business scope
of providing financial guarantee services, performance
guarantee services and advisory services. At the same
time, the Group will continue to look for new opportunities
to expand its business to diversify income sources and
increase profitability. With our substantial experience in
the financial guarantee industry and ongoing cooperation
with Heli Financial Technology, the Group will establish
a creative concept of financial service. The cooperation
between Heli Financial Technology and the Group will
focus on the overall trade market in Guangdong Province,
the PRC, and set up a third party payment and settlement
financial platform to provide traders in the B M ZE ¥ H
€ (in English for identification purpose only,
Guangzhou Professional Wholesale Market Chamber of
Commerce) with comprehensive and solid payment and
settlement services. Heli Financial Technology and the
Group will also jointly establish a multi-functional e-
commerce platform for clients to facilitate their
communication with domestic and overseas buyers, and
to provide services in relation to trade financing, logistics
management, payment and settlement. The Board
believes that the new business will not only help to
increase profitability and income, but also help the Group
to catch up with the pace of development of the financial
industry. The Group will seize the chance to continue to
expand the business and strengthen our position in the
industry, as the industry is going through consolidation
and reshuffling. At the same time, our Group will recruit
professionals to support new business development. With
the high-potential cooperation efforts and the existing
business, the Group is confident that its impressive growth
prospects will generate ideal returns for the Shareholders.

OTHER INFORMATION

Change of Company Secretary and Authorized
Representative

On 30 September 2013, Miss Man Tsz Sai Lavender
(“Miss Man”) has ceased to act as the company secretary
and authorized representative of the Company for the
purpose of rule 5.24 of the GEM Listing Rules to pursue
other career development. Ms. Wong Po Ling Pauline
has been appointed as the company secretary and
authorized representative of the Company to replace Miss
Man.

Details of the change of the company secretary and
authorized representative were disclosed in the
announcement of the Company dated 25 September
2013.
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INTERESTS AND SHORT
POSITIONS OF THE DIRECTORS
AND CHIEF EXECUTIVES OF THE
COMPANY IN THE SHARES,
UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY
OR ANY ASSOCIATED
CORPORATION

As at 30 September 2013, the interests and short
positions of the Directors and chief executives of the
Company (the “Chief Executives”) in the Shares,
underlying Shares and debentures of the Company or
any associated corporation (within the meaning of Part
XV of the Securities and Futures Ordinance (the “SFQ"))
as recorded in the register required to be kept under
section 352 of the SFO, or as otherwise notified to the
Company and the Stock Exchange pursuant to the
required standard of dealings by directors of listed issuer
as referred to in rule 5.46 of the GEM Listing Rules (the
“Required Standard of Dealings”) were as follows:

(@) Long positions in the ordinary Shares and the
underlying Shares

RZZE—ZFNA=1+H EFK
RAFESTHRAE ([BRETHRA
EDF$ RIS E A AREOEE OF

REFNMBHERI(RERBE
ﬁ%D%MﬁDZ&ﬁ MR K

BEREED - HHEALHENARRFIR
%m%&%ﬁﬁW%%ﬂ%ﬁEZ%
i - SHZAERBAIER ETHRAIE
SAGIRFTI ETBITAESTHEITRS
ZWFIRE(TRBYSFEE]) AE
RR AR AP 2 M s ROK BN
T~

(a EBEROKEBROZHE

Number of Shares Total number Approximate

Equity of Shares percentage

Personal Corporate derivatives  and underlying  of the issued

Name of Director interest interest  (share options) Shares share capital

(Note 2) (Note 3)

B& HERT

RG#A eI Rt & BA&Z

BEpA fHAER EEER (BRE) RERGLY BHEA

(Fr3E2) (Rit5E3)

Mr. Chang Hoi Nam — 1,024,716,000 — 1,024,716,000 64.63%
(“Mr. Chang") (Note 1)
RAMAE ((REED) (Fr:1)

Mr. Pang Man Kin Nixon

(“Mr. Pang") 17,500,000  1,024,716,000 — 1,042,216,000 65.74%
PR ([¥EE]) (Note 1)
(Bzr1)

Mr. Chen Xiao Li (“Mr. Chen") = — 15,400,000 15,400,000 0.97%

ROMEE (TREE])
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Notes:

These Shares were registered in the name of Team
King Limited (“Team King”), which was legally and
beneficially owned as to 92.69% by Capital Gain
and 7.31% by Best Access Holdings Group
Limited (“Best Access”). Capital Gain was legally
and beneficially owned as to 51% by Mr. Pang
and 49% by Mr. Chang. Best Access was legally
and beneficially owned by Dr. Ma Chung Wo
Cameron (“Dr. Ma”). Under the SFO, each of Mr.
Pang and Mr. Chang was deemed to be interested
in the Shares held by Team King by virtue of Team
King being controlled by Mr. Pang and Mr. Chang
through Capital Gain. Dr. Ma was deemed to be
interested in the Shares held by Team King by
virtue of Team King being controlled by Dr. Ma
through Best Access.

The interests in the share options (being regarded
as unlisted physically settled equity derivatives)
are detailed under the paragraph headed “SHARE
OPTION SCHEME" in this report.

The percentage was calculated on the basis of
1,585,400,000 Shares in issue as at
30 September 2013.
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(b)  Long positions in the shares of associated (b) REBIERGOZIFRE
corporation

Approximate

Number of percentage of
Name of shares held interest in
Name of associated in associated associated
Director corporation Capacity corporation corporation
fi& ERELE
BB EE [ 359
ESpg HREEER &t RAEE BABEAY
Mr. Chang Team King (Note) Through a controlled 9,269 92.69%
corporation

REE A (3 RIS AR E R

Mr. Pang Team King (Note) Through a controlled 9,269 92.69%
corporation

YRE A () XEHERER
Note: Team King was legally and beneficially owned as e : MO RIHEEAERE
to 92.69% by Capital Gain and as to 7.31% by #HHEHE92.69% K M Best
Best Access. Capital Gain was legally and AccessBENEEHA
beneficially owned as to 51% by Mr. Pang and 7.31% - BE D RIHE %
49% by Mr. Chang. EEREZHASLIBR
HRESEBERERESR

49% °

Save as disclosed above, as at 30 September 2013, none B EXHEEIN R-F—=FH
of the Directors or the Chief Executives had any interests A=+H ' BIB#BEZHHESTHA
or short positions in the Shares, underlying Shares or ~ ERARQA G EMEEER (FER
debentures of the Company or any associated corporation 7% K& HA & 165 EXVER) 2 B&1D - 8
(within the meaning of Part XV of the SFO) as recorded ~ BARR Dk EEBE R HEABIRIEE S
in the register required to be kept under section 352 of N B & (6171 55 35216 528X A 3% 16151 AT
the SFO, or as otherwise notified to the Company and 8§ 2 Z MR 2 X IXA + A
the Stock Exchange pursuant to the Required Standard 1B 15 3% 5 % SFIZXEME AN A T) [ B
of Dealings. R EAERSSAE -
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INTERESTS AND SHORT
POSITIONS OF SUBSTANTIAL
SHAREHOLDERS OF THE COMPANY
IN THE SHARES AND UNDERLYING
SHARES

As at 30 September 2013, so far as is known to the
Directors and the Chief Executives and based on the
public records filed on the website of the Stock Exchange
and records kept by the Company, the interests and short
positions of the persons or corporations (other than the
Directors and the Chief Executives) in the Shares or
underlying Shares as recorded in the register required to
be kept under section 336 of the SFO were as follows:

KRB ZEBERRR
RN EERG &

mRRB

R-ZE-—=FNLA=1+H BE=F
R&ERITBABMA - WAREER
B EE 2 ARTHE AR BT
Bzt BREFRRHTTRAR
Sh - THIALTHREB R K AE R
et B R R M E 5P 5£336
GREACHENBEREM 2R R

NP
KA

Approximate

Name of percentage
substantial Total number of of issued
shareholder Capacity Shares share capital
(Note 3)
EE 1T
Bz
TERREE 5% B 17 48 21 BREs
=)
Team King Beneficial owner 1,024,716,000 (L) 64.63%
N Bl
Capital Gain Through a controlled 1,024,716,000 (L) 64.63%
_ corporation (Note 1)
e REHEE R (PHE1)
Best Access Through a controlled 1,024,716,000 (L) 64.63%
__corporation (Note 1)
ZEEEEER (1)
Dr. Ma Through a controlled 1,024,716,000 (L) 64.63%
__corporation (Note 1)
e R EEER (D)
Joyful Promote Limited Beneficial owner 80,284,000 (L) 5.06%
(“Joyful Promote”) 4
EEBRAR(BE] E=lAA
50,000,000 (S) 3.15%
Mr. So Chi Ming Through a controlled 80,284,000 (L) 5.06%
(“Mr. So") __corporation (Note 2)
HEBEE ([HEE]) TG (M &E2)
50,000,000 (S) 3.15%
(Note 2)
(F3E2)
(L) denotes long position (L) RRHE

(S) denotes short position

(S) RTLAKE
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Notes:

1. These Shares were registered in the name of Team King,
which was legally and beneficially owned as to 92.69%
by Capital Gain and 7.31% by Best Access. Capital Gain
was legally and beneficially owned as to 51% by Mr. Pang
and 49% by Mr. Chang. Best Access was legally and
beneficially owned by Dr. Ma. Under the SFO, each of
Mr. Pang and Mr. Chang was deemed to be interested in
the Shares held by Team King by virtue of Team King
being controlled by Mr. Pang and Mr. Chang through
Capital Gain. Dr. Ma was deemed to be interested in the
Shares held by Team King by virtue of Team King being
controlled by Dr. Ma through Best Access.

2. These Shares were registered in the name of Joyful
Promote which was legally and beneficially owned by Mr.
So. Under the SFO, Mr. So was deemed to be interested
in the Share held by Joyful Promote.

3. The percentage was calculated on the basis of
1,585,400,000 Shares in issue as at 30 September 2013.

Save as disclosed above, as at 30 September 2013, there
was no person or corporation (other than the Directors
and the Chief Executives) who had any interest or short
position in the Shares or underlying Shares as recorded
in the register of interests required to be kept by the
Company under section 336 of the SFO.

OTHER INTERESTS DISCLOSEABLE
UNDER THE SFO

Save as disclosed above, so far as is known to the
Directors, there was no other person who had interest or
short position in the Shares and underlying Shares that
is discloseable under section 336 of the SFO.
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SHARE OPTION SCHEME

The Company conditionally adopted the Share Option
Scheme on 1 December 2011 whereby the Board was
authorized, at its absolute discretion and subject to the
terms of the Share Option Scheme, to grant options to
the Eligible Persons to subscribe for the Shares as
incentives or rewards for their contributions to the Group.
The Share Option Scheme will be valid and effective for
a period of ten years commencing from the Listing Date.
Movements relating to the share options granted during
the nine months ended 30 September 2013 were as
follows:
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Number of share options
REREHA
Name or As at As at
category of 1 January Cancelled/ 30 September Exercise  Exercise
participant Date of grant 2013 Granted Exercised Lapsed 2013 period price
HKS
ERA R=%-Z% BE#/ H-E3-Z%
#EEAS RERH -A-A 2RY Bfife B4 hB=tH fiid %8
AL
Director
iz
Mr. Chen 23 March 2012 15,400,000 — — — 15,400,000 23 March 2012 to 063
22 March 2015
Rit —F-Cf ZB-ZEZfTZHR
=R=t=R Z3-1f=A=1zH
Other 23 March 2012 77,000,000 — 7,000,000 — 70,000,000 23 March 2012 to 063
participant 22 March 2015
EHERA “F-Cf —E--#Zf-t=HE
=h-tzH “E-R%-A=1ZR
21 May 2013 — 2,000,000 — — 2,000,000 1 May 2014 to 119
30 April 2015
—E-ck “E-RERA-HE
fA=1+-A “E-REMA=TH
21 May 2013 — 2,000,000 — - 2,000,000 1 May 2015t 119
30 April 2016
—5-=F “E-15RA-HE
#A=t-A ZE-REMA=TR
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Number of share options
BREHE
Name or As at As at
category of 1 January Cancelled/ 30 September Exercise
participant Date of grant 2013 Granted Exercised Lapsed 2013 Exercise period price
HKS
ERA R=B-ZF BE#/ H-E3-Z%
ey REBH -f-8 BRHE B B hB=TH fitid: %8
AL
Continuous 23 March 2012 53,400,000 — 35,400,000 — 18,000,000 23 March 2012 to 0.63
contract 22 March 2015
employees
EfMANEE —T--F Z5-ZfZf-1ZHZ
ZR=1=H “5-1f=f=1zR
23 March 2012 600,000 - - - 600,000 7 July 2012 to 0.63
6 July 2015
“F-of “F-ZEtAtHE
=fZt=R “Z-R5tARA
23 March 2012 600,000 — — - 600,000 1 August 2012 10 063
31 August 2015
“F-If “%--%/\f-AZ%
Zh-tzR ZE-1§N\A=1-H
21 May 2013 - 2,000,000 - - 2,000,000 1 May 2014 to 119
30 April 2015
—5-=F “2-RERA-HE
fA=t+-A “E-REMA= 1A
21 May 2013 — 2,000,000 — - 2,000,000 1 May 2015t 119
30 April 2016
-3k “2-15RR-HE
AA=t-A ZE-R"EMAZTA
Total
@it 147,000,000 8,000,000 42,400,000 — 112,600,000




SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted rules 5.48 to 5.67 of the GEM
Listing Rules as the code of conduct for dealing in
securities of the Company by the Directors. The Company
had made specific enquiries of all the Directors and the
Directors have confirmed they had complied with the
Required Standard of Dealings throughout the nine
months ended 30 September 2013.

RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed under the paragraphs headed
“INTERESTS AND SHORT POSITIONS OF THE
DIRECTORS AND CHIEF EXECUTIVES OF THE
COMPANY IN THE SHARES, UNDERLYING SHARES
AND DEBENTURES OF THE COMPANY OR ANY
ASSOCIATED CORPORATION” and “SHARE OPTION
SCHEME" in this report, at no time during the nine
months ended 30 September 2013 was the Company or
any of its subsidiaries a party to any arrangements to
enable the Directors to acquire benefits by means of the
acquisition of Shares in, or debentures of, the Company
or any other body corporate.

Save as disclosed above, at no time during the nine
months ended 30 September 2013 had the Directors and
the Chief Executives (including their spouses and children
under 18 years of age) any interest in, or been granted,
or exercised any rights to subscribe for the Shares (or
warrants or debentures, if applicable) and its associated
corporations (within the meaning of the SFO).
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COMPETING INTERESTS

As at 30 September 2013, none of the Directors, the
substantial Shareholders and their respective associates
(as defined in the GEM Listing Rules) had any interest in
a business which competes or is likely to compete, either
directly or indirectly, with the business of the Group.

COMPLIANCE ADVISER’S
INTERESTS

As at 30 September 2013, neither First Shanghai Capital
Limited, the compliance adviser of the Company, nor any
of its directors, employees or associates had any interests
in the securities of the Company or any other companies
of the Group (including options or rights to subscribe for
such securities) pursuant to rule 6A.32 of GEM Listing
Rules.

SIGNIFICANT INVESTMENT,
MATERIAL ACQUISITIONS AND
DISPOSAL OF SUBSIDIARIES AND
AFFILIATED COMPANIES, AND
FUTURE PLANS FOR MATERIAL
INVESTMENTS OR CAPITAL ASSETS

Save as disclosed under the paragraph headed
“BUSINESS REVIEW” in this report, there were no
significant investments as at 30 September 2013, nor
were there material acquisition or disposal of subsidiaries
and affiliated companies during the nine months ended
30 September 2013, and there was no specific plan for
material investments or capital assets as at 30 September
2013.

PURCHASE, SALE OR
REDEMPTION OF SHARES

During the nine months ended 30 September 2013,
neither the Company nor any of its subsidiaries had
purchased, sold or redeemed any of the Company’s listed
securities.
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COMPLIANCE WITH THE
CORPORATE GOVERNANCE CODE

The Company is committed to achieving high standards
of corporate governance to safeguard the interests of the
Shareholders and enhance its corporate value. The
Company'’s corporate governance practices are based on
the principles and code provisions as set out in the
Corporate Governance Code in Appendix 15 to the GEM
Listing Rules (the “CG Code”).

Throughout the nine months ended 30 September 2013,
the Company had complied with the code provisions in
the CG Code.

AUDIT COMMITTEE

The Company established an audit committee (the
“Audit Committee”) on 1 December 2011 with written
terms of reference in compliance with the GEM Listing
Rules. Currently, the Audit Committee comprises three
independent non-executive Directors, namely Mr. Chan
Kai Wing (chairman of the Audit Committee), Mr. Lam
Raymond Shiu Cheung and Mr. Chow Shiu Ki. The
primary duties of the Audit Committee are mainly (i)
making recommendations to the Board on the
appointment, re-appointment and removal of external
auditor as well as approval on their remuneration and
terms of engagement; (ii) reviewing the financial
statements and providing material advice in respect of the
financial reporting; and (iii) overseeing financial reporting
system and internal control procedures of the Company.

The Audit Committee had reviewed the unaudited
consolidated results of the Group for the nine months
ended 30 September 2013 and is of the opinion that
such results complied with the applicable accounting
standards, the requirements under the GEM Listing Rules
and other applicable legal requirements, and that
adequate disclosures had been made.

By order of the Board
China Assurance Finance Group Limited
Pang Man Kin Nixon
Executive Director

Hong Kong, 12 November 2013

As at the date of this report, the executive Directors are
Mr. Chang Hoi Nam, Mr. Pang Man Kin Nixon and
Mr. Chen Xiao Li; the non-executive Director is Mr. Chang Xi
Min; and the independent non-executive Directors are
Mr. Chan Kai Wing, Mr. Lam Raymond Shiu Cheung and
Mr. Chow Shiu Ki.
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