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IMPORTANT NOTICE

1.

The Board, the Supervisory Committee, Directors, Supervisors and senior management of the Company warrant
that this interim report is true, accurate and complete and does not contain any false records, misleading
statements or material omission and jointly and severally assume legal responsibility as to the contents herein.

This report was reviewed and passed at the 26th meeting of the fifth session of the Board of the Company. The
number of Directors that should attend the Board meeting was 11 and the number of Directors having voted at
the Board meeting was 11. None of the Directors or Supervisors has made any objection to this report.

Unless otherwise specified, the financial data disclosed in this report are prepared in accordance with the
International Financial Reporting Standards and have not been audited, while having been reviewed by Ernst &
Young. Unless otherwise stated, the data set out in this report is denominated in RMB.

Mr. Yan Jun, the person-in-charge of the Company, Mr. Liu Qiuming, the person-in-charge of accounting affairs,
and Mr. He Mannian, the head of accounting department, declare that they warrant the truthfulness, accuracy
and completeness of the financial statements contained in this interim report.

Forward-looking statements included in this report, including future plans and development strategies, do not
constitute actual commitment of the Company to the investors. The investors should be reminded of the risks of
investment.

There was no appropriation of funds on a non-recurring basis by the Company’'s controlling shareholders or
their related parties during the Reporting Period.

The Company has not provided any external guarantees in violation of the prescribed decision-making
procedures during the Reporting Period.

The Company had no plan of cash dividend distribution and bonus share proposals or proposal for transfer of
capital reserve fund into capital for the first half of 2020.

The Company prepared this interim report in both English and Chinese versions. In the event of any
discrepancies in interpretation between the English version and Chinese version, the Chinese version shall
prevail.
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DEFINITIONS AND WARNING OF MATERIAL RISKS

In this report, unless the context otherwise requires, the following terms and expressions shall have the

meanings set forth below:

A Shares

ABN

Articles of Association
AUM

Board, Board of Directors
CDR

China or PRC

CMBN

collateralized stock repurchase

Company, our Company,
the parent company or
Everbright Securities

connected transaction(s)

CSRC

Dacheng Fund

Directors

EBSHK

ESIL

Everbright Asset Management

Everbright Capital

Everbright Development

domestic shares of the Company, with a nominal value of RMB1.00 each, which
are listed on the SSE and traded in RMB

notes backed by assets

articles of association of the Company
assets under management

the board of Directors of the Company
China Depository Receipt

the People's Republic of China excluding, for the purpose of this interim report,
Hong Kong, Macau and Taiwan

commercial mortgage — backed notes
a transaction in which a qualified borrower pledges his shares or other
securities held as collaterals to obtain financing funds from a qualified lender,

and agrees to repay the funds on a future date to release the pledge

Everbright Securities Company Limited (X KBS HD BR A 7))

has the meaning ascribed to it under the Hong Kong Listing Rules currently in
effect and as amended from time to time
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China Securities Regulatory Commission (
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Dacheng Fund Management Co., Ltd. (REKE S
the Company

BAHFR /AT, ajoint venture of

the directors of the Company

Everbright Securities Financial Holdings Limited (X K& 5 & BIERR B R A T)),

a wholly-owned subsidiary of the Company

Everbright Securities (International) Limited (Yt AFEH (BBR) BR AR, a
wholly-owned subsidiary of EBSHK

Shanghai Everbright Securities Asset Management Co., Ltd. (E/ X AKBEHEE
EIEHR AR, awholly-owned subsidiary of the Company

Everbright Capital Investment Co., Ltd. (X KEBEARIEEAFRE AT, a wholly-
owned subsidiary of the Company

Everbright Development Investment Co., Ltd. (3¢ KEREIEEFR A7), a wholly-
owned subsidiary of the Company
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Everbright Easecreate

Everbright Fortune

Everbright Futures

Everbright Group

Everbright Leasing

Everbright Limited

Everbright Pramerica

Everbright SHK

Everbright Yunfu
FICC

FOF

Group, our Group

H Shares

HK$ or Hong Kong dollars or
HK dollars

Hong Kong

Hong Kong Listing Rules

Hong Kong Stock Exchange
Huijin

IFRS

IPO

maintenance margin ratio

margin financing and
securities lending

/ Everbright Securities Company Limited /

DEFINITIONS AND WARNING OF MATERIAL RISKS

Everbright Easecreate Network Technology Co., Ltd. (X XS EIREEI D H
fR A~ F])

Everbright Fortune Investment Co., Ltd. (A REBKREBRAF]), a wholly-
owned subsidiary of the Company

Everbright Futures Co., Ltd. (X KHEIEHR AR, a wholly-owned subsidiary of
the Company

China Everbright Group Ltd. (REIY K& B KD A A]), the largest shareholder
of the Company

Everbright Fortune International Leasing Co., Ltd. Y AFEEERHEEGR AR,
a subsidiary of the Company

China Everbright Limited (B} RIZERBMRAF]), the second largest
shareholder of the Company

Everbright Pramerica Fund Management Co., Ltd. (X RREEESETEER A
A]), a controlling subsidiary of the Company

Everbright Sun Hung Kai Company Limited (¢ ARFEREABRAF]), a wholly-
owned subsidiary of SHKFGL

Everbright Yunfu Internet Co., Ltd. X REN BB B MDBR AR
Fixed-income, Currencies and Commodities

fund of funds, which means funds dedicated to investing in other securities
investment funds

the Company and its subsidiaries

foreign shares of the Company, with a nominal value of RMB1.00 each, which
are listed on the Hong Kong Stock Exchange and traded in Hong Kong dollars

Hong Kong dollars, the lawful currency of Hong Kong

the Hong Kong Special Administrative Region of The People’'s Republic of China

the Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited

The Stock Exchange of Hong Kong Limited
Central Huijin Investment Ltd. (FRIELIEBREMTL AR

the International Financial Reporting Standards, which include standards,
amendments and interpretations promulgated by International Accounting
Standards Board, and interpretation issued by the International Accounting
Standards Committee (IASC)

initial public offering

the ratio of all the collateral from the clients of margin financing and securities
lending business (including the amount of cash and the market value of
securities held in margin securities account) to the margin balance of clients
(the sum of the amount of margin loans purchased, the latest market value of
securities lent and any accrued interest and fees)

provision of collateral by investors to securities firms to borrow funds for
securities purchases (margin financing) or to borrow and sell securities
(securities lending)
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MOF
MOM
NEEQ

PB

PBOC
PPP

PRC GAAP
QF Il
REITs

related party transaction(s)
Renminbi or RMB

Reporting Period

SAFE
Sci-tech Innovation Board
securitization, ABS

security transactions with
repurchase agreement

SFC

SFO

SHKFGL

SSE

SSE Listing Rules

2020 Interim Report

DEFINITIONS AND WARNING OF MATERIAL RISKS

Ministry of Finance of the PRC (Ff % A R £ F1 B BF B F)

manager of managers, an asset management investment tool

National Equities Exchange and Quotations (2B A /NP ERNDEE R L)
prime brokerage

People's Bank of China, the central bank of the PRC

Public-private Partnership

the PRC Accounting Standards for Business Enterprises

qualified foreign institutional investor

real estate investment trusts

has the meaning ascribed to it under the SSE Listing Rules currently in effect
and as amended from time to time, unless otherwise stated

RMB, the lawful currency of the PRC. Amounts are in RMB unless otherwise
indicated in this report

the first half of 2020 (January 1, 2020 to June 30, 2020)

State Administration of Foreign Exchange of the PRC (FFZE A R FEFNE B ZKHME
EER)

the science and technology innovation board launched by the Shanghai Stock
Exchange

financing through issuance of tradable securities backed by specific asset
portfolios or cash flows

a transaction in which a qualified client sells the subject securities at an
agreed price to the securities firm which is the custodian of such securities,
and agrees to purchase the subject securities from the securities firm at
another agreed price on a future date, and the securities firm will return the
relevant yields generated by the subject securities during the period pending
for repurchase to the client pursuant to the agreement signed with the client

the Securities and Futures Commission of Hong Kong

the Securities and Futures Ordinance of Hong Kong (Chapter 571 of the Laws
of Hong Kong)

Sun Hung Kai Financial Group Limited (¥1BES@MERBER A F]), whose
equity interest is held 70% and 30% by EBSHK and Sun Hung Kai & Co. Limited,
respectively

Shanghai Stock Exchange

Shanghai Stock Exchange Listing Rules
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SECTION | DEFINITIONS AND WARNING OF MATERIAL RISKS

stock index futures

Supervisors
Supervisory Committee
SZSE

Wind

a financial futures contract using stock price index as the subject matter,
that is, a standard form of contract to be entered into by both parties which
stipulates the performance of a transaction on stock price index at an agreed
price on a specific date in future, and in which the stock price index of a stock
market is the subject matter of the transaction

the supervisors of the Company

the supervisory committee of the Company

Shenzhen Stock Exchange

Wind Information Co., Ltd. (E/BBBEERMKRNDAERAA), a company
incorporated in the PRC in 1994 with limited liability and an integrated service

provider of financial data, information and software, being an independent
third party

In this interim report, some total figures may be slightly deviated in the last digit from the sum of direct
aggregation of all amounts. Such discrepancy is due to the rounding up calculation of decimal places.

Il. Warning of Material Risks
The Company has described in detail of the risks that it may be exposed to in this report. Please refer to
the relevant statements in “I. Discussion and Analysis on Business Operation” in Section IV “Report of the
Board” and Section V "Significant Events” in this report for details.
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COMPANY PROFILE AND KEY FINANCIAL INDICATORS

Company Information

Chinese name of the Company HRBEHRODERAF

Short name of the Company in Chinese HRFEH

English name of the Company Everbright Securities Company Limited
Abbreviated name of A Shares of the Company in English EBSCN

Abbreviated name of H Shares of the Company in English EB SECURITIES

Legal representative of the Company Mr. Liu Qiuming

General manager of the Company Mr. Liu Qiuming

Secretary to the Board
Company Secretary

Ms. Zhu Qin
Dr. Ngai Wai Fung

Authorized representatives Mr. Yan Jun and Dr. Ngai Wai Fung

Registered capital and net capital of the Company

Unit: RMB
As at As at
June 30, December 31,
2020 2019
Registered capital 4,610,787,639.00 4,610,787,639.00

Net capital

39,374,835,157.49 36,581,036,500.42

Business
qualifications

Securities brokerage, securities investment consulting, financial advisory relating to
securities trading and securities investment, securities underwriting and sponsorship,
proprietary trading of securities, intermediary introduction business for futures
companies, proxy sale of securities investment funds, margin financing and securities
lending business, proxy sale of financial products, market making of stocks and options
and other businesses approved by the CSRC.

The Company is also a member of the Securities Association of China, SSE, SZSE and
Shanghai Gold Exchange, clearing participant of China Securities Registration and
Settlement Co., Ltd. and member of Asset Management Association of China. For details
about the qualifications of each of the businesses of the Company and its subsidiaries,
please refer to Section IX “Information Disclosure of Securities Firms” of this report.

Contact Person and Information

Name

Contact address
Telephone
Facsimile
Email address

Secretary to the Board and Representative of Securities Affairs

Ms. Zhu Qin

No.1508 Xinzha Road, Jing'an District, Shanghai, PRC
021-22169914

021-22169964

ebs@ebscn.com
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Basic Information

Registered address of the Company

Postal code of the registered address of the Company
Office address of the Company

Postal code of the office address of the Company
Company website
E-mail address
Principal place of business in Hong Kong
of the Company

COMPANY PROFILE AND KEY FINANCIAL INDICATORS

No.1508, Xinzha Road, Jing'an District, Shanghai,

PRC

200040

No.1508, Xinzha Road, Jing'an District, Shanghai,

PRC

200040

http://www.ebscn.com

ebs@ebscn.com

12/F, Everbright Centre, 108 Gloucester Road,
Wanchai, Hong Kong

Information Disclosure and Place of Inspection

Media designated by the Company
for information disclosure
Website designated by the CSRC for publication
of the interim report
Website designated by Hong Kong Stock Exchange
for publication of the interim report
Place where the interim report of the Company
is available for inspection

Information on the Company’s Shares

Type of shares Places of listing

A Share
H Share

SSE
Hong Kong Stock Exchange

China Securities Journal, Shanghai Securities News,
Securities Times, Securities Daily
http://www.sse.com.cn

http://www.hkexnews.hk

No.1508, Xinzha Road, Jing'an District, Shanghai,
PRC

Stock name Stock code
Everbright Securities 601788
EB SECURITIES 6178
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SECTION I  COMPANY PROFILE AND KEY FINANCIAL INDICATORS

VI. Key Accounting Information and Financial Indicators of the Company

() Key Accounting Information and Financial Indicators
(Unless otherwise stated, the accounting information and financial indicators set out in this report have

been prepared in accordance with the International Accounting Standards)

Variance
as compared
to the last
January to January to corresponding
Item June 2020 June 2019 period
(RMB’000) (RMB'000)
Operating results
Total revenue and other income 8,950,284 8,622,714 3.80%
Profit before income tax 2,986,106 2,234,283 33.65%
Net profit attributable to shareholders
of the Company 2,151,890 1,609,065 33.74%
Net cash generated from/(used in)
operating activities (329,554) 31,756,504 N/A
(RMB/share) (RMB/share)
Earnings per share
Basic earnings per share 0.47 0.35 33.74%
Diluted earnings per share 0.47 0.35 33.74%
Index of profitability
Weighted average returns on net assets (%) 4.44 3.35 Increased by

1.09 percentage
points
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COMPANY PROFILE AND KEY FINANCIAL INDICATORS

Variance
as compared
to the end
As at As at of the last
June 30, December 31, corresponding
Item 2020 2019 period
(RMB’000) (RMB'000)
Scale indices
Total assets 205,038,132 204,090,347 0.46%
Total liabilities 154,109,676 155,071,539 (0.62)%
Accounts payable to brokerage clients 53,292,258 45,710,991 16.59%
Equity attributable to shareholders of 49,353,105 47,444,725 4.02%
the Company
Total equity 50,928,456 49,018,808 3.90%
Total share capital (000 shares) 4,610,788 4,610,788 -
Net assets per share attributable to
shareholders of the Company (RMB/share) 10.70 10.29 4.02%
Gearing ratio (%)Motel 66.44 69.05 Decreased by 2.61

percentage points

Note: Gearing ratio = (Total liabilities — Accounts payable to brokerage clients)/(Total assets — Accounts payable to
brokerage clients)

The net profit from January 1, 2020 to June 30, 2020 and January 1, 2019 to June 30, 2019 and the net
assets as of June 30, 2020 and December 31, 2019 as stated in the consolidated financial statements of
the Company prepared in accordance with International Accounting Standards are consistent with those
prepared in accordance with the PRC GAAP.
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COMPANY PROFILE AND KEY FINANCIAL INDICATORS

As at As at
June 30, December 31,
Item 2020 2019
RMB’ 000 RMB'000
Core net capital 37,874,835 35,081,037
Subordinate net capital 1,500,000 1,500,000
Net capital 39,374,835 36,581,037
Net assets 50,035,267 48,140,820
Provisions for risk capital 14,149,129 12,683,548
On-balance sheet and off-balance sheet assets 133,598,024 136,365,913
Risk coverage ratio (%) 278.28 288.41
Capital leverage ratio (%) 30.30 27.82
Liquidity coverage ratio (%) 233.08 222.54
Net stable funding ratio (%) 153.08 132.15
Net capital/Net assets (%) 78.69 75.99
Net capital/Liabilities (%) 49.06 43.20
Net assets/Liabilities (%) 62.34 56.85
Value of proprietary trading of equity securities and
derivative securities/Net capital (%) 25.97 21.64
Value of proprietary trading of non-equity securities and
derivative securities/Net capital (%) 173.70 194.86

The above data were prepared on the parent company basis in accordance with the Administrative
Measures on the Risk Control Indicators of Securities Companies (FEHRQ AlEIESIFEIZEETIRILE))
issued by the CSRC and the PRC GAAP.

As of June 30, 2020, such indicators were calculated according to the new Provisions on the Calculation
Basis for Risk Control Indicators of Securities Companies (FEHF A RIABIEHIFEIZEZERTE ), and
the opening indicators do not need to be adjusted in accordance with the Completion Requirements for
the Regulatory Statement of Risk Control Indicators of Securities Companies &% &)@ 15 #5128
ERFIEROK)) issued by the CSRC Shanghai Bureau.

11
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SECTION Il SUMMARY ON THE BUSINESS OF THE COMPANY

The Company’s Main Businesses, Operation Model, and Industrial

Description for the Reporting Period

According to the data of the Securities Association of China, as of June 30, 2020, 134 securities firms in the
industry principally engaged in brokerage, margin financing and securities lending, investment banking,
proprietary trading of securities, asset and fund management, private equity investment and management, and
alternative investment, etc. The total assets, net assets, net capital, capital balance of customers’ transaction
settlement (including margin transaction) and total principal amount of funds under management of the 134
securities firms were RMB8.03 trillion, RMB2.09 trillion, RMB1.67 trillion, RMB1.64 trillion and RMB11.83 trillion,
respectively. (All industrial information was retrieved from the public disclosure of the SSE and the SZSE, Wind
Info, the Securities Association and the Funds Association)

()

The Company’s Principal Business Model

Wealth management business segment: The Company provides brokerage and investment consulting
services for retail clients to earn fee and commission, holds cash on behalf of clients to earn interest
income, and sells financial products developed by the Company and other financial institutions to earn
commission fee; and earns interest income from margin financing and securities lending, collateralized
stock repurchase transactions, securities transactions under repurchase agreement and stock option
exercise with respect to share incentive schemes of listed companies.

Corporate financing business segment: The Company provides one-stop direct financing services for
corporate customers and government customers, such as equity financing, debt financing, merger and
acquisition financing, NEEQ and structural financing, asset securitization and financial advisory service,
to earn fee and commission, and also earns income from financial leasing business carried out by
Everbright Leasing.

Institutional customer business segment: The Company earns fee and commission by providing
integrated services such as investment research and prime brokerage services to institutional clients.

Investment trading business segment: On the premise of value investment and steady operation,
the Company engages in various investment in and trading of stocks, bonds and derivatives to earn
investment income.

Asset management business segment: The Company provides institutional and individual clients
with various securities assets management services and fund assets management services to earn
management and advisory fees.

Equity investment business segment: The Company generates income from private equity investment,
alternative investment and PPP businesses.
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SECTION Il SUMMARY ON THE BUSINESS OF THE COMPANY

(1

Description of Industrial Situation during the Reporting Period

Global Economic Situation:

In the first half of 2020, the uncertainties of international economic situation increased. The epidemic
led to a slowdown in global economic growth, which in turn caused a decline in foreign demand,
readjustment of global industrial and supply chains, and superimposed trade protectionism. According
to the forecast in the Global Trade Statistics and Outlook K ZEE S HIEERE L)) released by the World
Trade Organization in June 2020, the global trade volume of goods fell by 3% year-on-year in the first
quarter of this year and was expected to decline by as high as approximately 18.5% in the second
quarter. Meanwhile, the uncertainty caused by global and regional political and economic frictions and
conflicts rose sharply, further exacerbating the global economic downward pressure. Under the pressure
of economic downturn, central banks around the world began to introduce easing monetary policies and
the ligquidity was abundant.

China’s Economic Situation:

In the first half of 2020, China's GDP reached RMB45.6614 trillion, down by 1.6% as compared with the
same period of last year. On a quarterly basis, China's GDP fell by 6.8% year-on-year in the first quarter
and rose by 3.2% in the second quarter. The epidemic prevention and control situation continued to
improve, and the resumption of work, production, business and market was accelerated. In the first half
of the year, China's economy showed down first and then rose. In the second quarter, China's economic
growth turned from negative to positive, major indicators saw recovery growth, economic operation
recovered steadily, basic livelihood was effectively guaranteed, market expectations generally improved,
and overall social development was stable. Since 2020, the People’'s Bank of China has made positive
response to the new challenges posed by the COVID-19 pandemic, introduced more flexible, modest and
prudent monetary policies, continued to optimize the credit structure, improved the structured system of
monetary policy tools, innovated monetary policy tools that directly serve the real economy, and guided
financial institutions to increase financing support for the real economy, especially for small and micro
businesses and private enterprises. On the whole, currently the liquidity is reasonably ample, and the
growth rates of broad money supply and social financing scale are higher than those of last year.

Overview of the Capital Market:

In the first half of 2020, reform of the capital market continued to deepen. From the implementation
of new refinancing rules and new Securities Law of the PRC, continuous reform of the NEEQ and
introduction of the GEM registration system, to the full lifting of QFIl investment quota, amendments to
the compilation method of the Shanghai Composite Index, introduction of the SSE STAR 50 index and
lifting of proportion requirement for insurance capital equity investment, the deepening reform initiatives
for capital market were implemented continually, and China's capital market reform entered a stage of
substantial acceleration. At the same time, the entry of foreign capital and the establishment of foreign
securities firms brought new opportunities and challenges to China's securities firms, which would not
only bring business increment, but also pose higher requirements for domestic securities firms on the
capital strength, innovation capability and financial technology strength.

13
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SECTION Il SUMMARY ON THE BUSINESS OF THE COMPANY

Industry Overview:

In the first half of 2020, benefiting from such factors as the recovery of the capital market, accelerated
openness of the industry and the regulatory orientation to comprehensively deepen the capital market
reform, the revenue from the securities brokerage, investment banking and proprietary trading, assets
management and other business increased. According to the data released by the Securities Association
of China, the operating income of securities firms amounted to RMB213.404 billion during the first half
of 2020. In respect of their core operating income, net income from the securities trading agency service
business (including trading unit seats rental) was RMB52.310 billion, net income from the securities
underwriting and sponsorship business was RMB22.110 billion, net income from the financial advisory
services business was RMB3.207 billion, net income from the investment advisory service business was
RMB1.990 billion, net income from the asset management business was RMB14.291 billion, net interest
income was RMB27.566 billion and income from the securities investment business (including changes
in fair value) was RMB70.274 billion. During the first half of 2020, such firms recorded net profit of
RMB83.147 billion, of which 124 securities firms were profitable.

Description of the Material Changes in the Major Assets of the Company
during the Reporting Period

The major assets of the Company include monetary assets, clearing settlement funds, margin accounts,
financial assets held under resale agreements, long-term equity investment and financial product investments.
For details of the changes in the major assets during the Reporting Period, please refer to “(I1)2. Analysis on
principal components of consolidated statement of financial position” of Section IV “Report of the Board” in this
report. Of which: Overseas assets of the Company reached RMB25.058 billion, representing 12.22% of the total
assets.

Analysis of Core Competitive Strengths during the Reporting Period

()

(1

Shareholder’s strong background

Everbright Group, the controlling shareholder of the Company, was promoted and established by the
MOF and Huijin. It has a complete set of financial services licenses and featured businesses related to
environmental protection, tourism, healthcare, high-tech industry and has established agencies and
business presence at home and abroad. Everbright Group is a state-owned large-scale comprehensive
finance holding group characterized by its overall finance, the integration of industry and finance and
the combined advantages of Chinese Mainland and Hong Kong, and is included in Global 500. With the
strategic objective of building a flexible, technological and ecological world-class finance holding group
and under the overall industrial strategy of “refining finance, optimizing industries and consolidating the
position of the group”, Everbright Group strives to establish “four world-leading companies, three China's
first-class financial institutions and three featured entities”, and with focus on the strategic framework
of “Four Cores and Eight Backbones” to build up the six E-SBU coordinated development mechanism of
wealth, investment, investment banking, tourism, healthcare and environmental protection to make its
efforts to achieve the coordinated development incorporated with quality, efficiency and scale. As one
of the core financial service platforms of the Group, the Company adheres to the business philosophy of
the Group and is committed to satisfying the direct financing demand of the real economy. By virtue of
the vast platform and the extensive resources of Everbright Group, the Company will continue to broaden
its own horizon to take insight on the changes in the industry and explore the customers’ demand
profoundly.

Firm strategy execution

2020 is the first year for the Company to comprehensively implement its new strategy. Adhering to
the fundamental principle of “pursuing progress amid stability, seeking opportunity amid changes and
seeking innovation amid progress” and taking “establishing a first-class investment bank in China"” as our
strategic goal, the Company unswervingly promoted the transformation of "“marketization, specialization
and intensification”. During the Reporting Period, the principal operational indicators of the Company
improved significantly as a result of the Company’s continuous efforts in optimizing the allocation of key
resources and improving our services in line with the business strategy.
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()

(1v)

(V)

Distinctive synergy

With the guidance of the E-SBU coordinated development strategy, the Company continuously enhanced
its cooperation with companies comprising the Group and realized synergies in aspects such as
customer base expansion and channel exploration. The Company has led the establishment of the
Group's investment banking E-SBU, strived to establish an investment banking service system in “three
universal and one-innovative” industries to serve investment banks, emphasize on developing wealth and
investing E-SBU, and actively participate in environmental protection, health, tourism E-SBU with a view
to realizing integration of resources and exploration of markets in a larger range.

The Company is committed to building an ecosystem of coordinated business development and
providing diversified financial products and services to domestic and overseas customers under the
“customer-centric” operational philosophy. Full internal and external coordination has created balanced
and stable revenue streams for the Company.

Corporate financing business with leading value

The Company strives to capture the opportunities brought by the capital market reform to advance
the business development through reform and innovation and build a “star” team for equity and debt
financing business with an aim to promote continuous development of specialization. During the
Reporting Period, the net income of the Company's investment banking business ranked 5th in the
industry. In particular, the number of companies whose stocks were underwritten by the Company
increased significantly and ranked éth in the industry and the ranking of the Company’'s stock
underwriting scale jumped to 12th in the industry. The debt financing business maintained its leading
position in the industry the ranking of revenue from underwriting remained among Top 4 and the ranking
of underwriting scale remained among Top 8 in the industry, and the asset securitization continued to
maintain its leading position in the innovation market. The Company continued to promote the innovation
of products and services creating many firsts in the industry. During the Reporting Period, the Company
provided supports in major asset reorganization of enterprise in a national level impoverished region,
participated in the underwriting of the first green bonds in pilot demonstration area in the PRC, developed
“Guangsui (Y£#E)" series of asset securitization products and provided brand new financial instruments to
central enterprises and state owned enterprises for the purposes of lowering leverage ratio and reducing
liability.

Outstanding brand influence

The Company has been recognized as “Best Securities Company of the Year” (FFEHR{EFESEAR]) for
three consecutive years and was awarded “Top 100 Companies of Financial Innovation 2019" (2019i|¢ﬁ
BIFTH %) and was recognized as “Best Domestic Investment Bank for the Year of 2019" (2019FE A+
& 1E1%77), etc. During the Reporting Period, the Company continued to leverage the advantages brought
by Everbright brand and the platform of Everbright Group to steadily improve the Company's brand
recognition and public influence. The Company received a number of awards including “The Awards of
Sci-Tech Innovations for 2020 - Best Sci-Tech Innovation Brokerage Firm” (20208812 2 — & EFIAIAR
7% 7%) and “Outstanding Securities Company Short-term Bonds Issuer” ({BFH5E 5 R AR EIZEITA) b
China Securities Depository and Clearing Corporation Limited (CSDC) and was granted the certification
of securities investment fund custodian. Everbright SHK, a brand the Company operates in Hong Kong,
maintained its leading position in the field of wealth management and was awarded “Junding Award for
Comprehensive Securities Brokers in Hong Kong” (B8 2 R85 AR E £ 182).

15
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SECTION IV REPORT OF THE BOARD

Discussion and Analysis on Business Operation

In the face of complex and ever-changing market environment and under the leaderships of the Party
Committee and the Board of the Company, the Company has unified ideological understanding, built development
consensus, restructured the operation and management mechanism, continued to seek improvement in
stability and opportunities in changes, returned to the source of the industry and strengthened the six business
segments. Through optimizing the intensive management and coordinated development mechanism, we have
effectively grasped the opportunities of increasing proportion of direct financing and deepening reform of capital
market, accelerated our business innovation and market expansion, and achieved an overall positive business
performance. As of June 30, 2020, the Company recorded accumulative revenue and other income of RMB8.950
billion, representing a year-on-year increase of 3.80%, and recorded net profit attributable to the shareholders
of the listed company of RMB2.152 billion, representing a year-on-year increase of 33.74%. The Company has
been rated a Class A company among securities firms for consecutive years, and maintained Moody's Baa3
international credit rating with a stable rating outlook.

(I) Principal Business Lines during the Reporting Period

The Company's main business lines include wealth management business segment, corporate financing
business segment, institutional customers business segment, investment trading business segment,
asset management business segment and equity management business segment.

Table 1 Table of the principal businesses by segments

Unit: RMB" 000
January to June 2020 January to June 2019
Segment revenue Segment expenses Segment revenue Segment expenses

Item Amount Percentage  Amount Percentage Amount Percentage  Amount Percentage
Wealth management business segment 3,762,841 42% 2,704,654 45% 3,782,990 4% 2,605,122 41%
Corporate financing business segment 1,399,945 16% 756,912 13% 986,532 11% 653,428 10%
Institutional customers business

segment 567,492 6% 217,973 4% 478,038 6% 225777 4%
Investment trading business segment 1,174,138 13% 272,796 5% 1,305,055 15% 444,696 7%
Asset management business segment 1,062,978 12% 568,341 9% 882,616 10% 519,374 8%
Equity investment business segment 48,299 1% 371,683 6% 404,246 5% 749,156 12%

1.  Wealth Management Business Segment
The Company's wealth management business segment mainly includes the retail business, margin
financing and securities lending, collateralized stock repurchase transactions, futures brokerage
business and overseas wealth management and brokerage business.

In the first half of 2020, such business segment realized revenue of RMB3.8 billion, representing
42% of the total revenue.

(1).  Market environment

In the first half of 2020, the trading volume and activity of securities continued to improve,
and the average daily turnover of stocks increased by 29% year-on-year. The competition
landscape in the industry continued, the commission rate continued to decline, and the
business space from traditional channels was further compressed, which has promoted the
securities firms to accelerate the transformation to wealth management and digitization.
In the first half of 2020, the futures market was active, and according to statistics from
the China Futures Association, the accumulated trading volume in the national futures
market was 2.522 billion lots and the accumulated turnover was RMB165,466.052 billion,
representing a year-on-year increase of 45.35% and 28.70%, respectively.
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With the recovery of the A-share market, the scale of margin financing and securities lending
has expanded. As of June 30, 2020, the balance of margin financing and securities lending
in the whole market was RMB1,163.767 billion, representing an increase of 14.17% as
compared with the end of 2019, among which the balance of margin financing and securities
lending was RMB1,131.374 billion and RMB30.435 billion, respectively, representing an
increase of 12.52% and 120.81% as compared with the end of 2019, respectively. The scale
of collateralized stock repurchase transactions showed an overall contractive trend, and
the effect of measures to prevent and resolve risks was obvious. According to the statistics
from the Securities Association of China, the lending of collateralized stock repurchase
transactions from securities firms' proprietary funds in the whole market was RMB387.750
billion as of the end of April 2020, representing a decrease of 10.07% as compared with the
end of 2019.

Overseas securities markets were more uncertain. As of June 30, 2020, the Hang Seng
Index dropped 13.35% from the end of 2019 to 24,427; and huge market volatility triggered
an active market, with an average daily turnover of approximately HK$117.5 billion in Hong
Kong stocks market, representing an increase of 20% year-on-year.

Operation initiatives and results
(i) Retail business

In the first half of 2020, the Company's brokerage business continued to transform
from a single channel model to a “brokerage + wealth management” two-wheel driven
model, built the key “customer service system construction” project comprised of
four modules, namely customer relationships, team building, product implementation
and tool support, utilized the financial science and technology to build an efficient,
integrated and smart “intelligent supporting system”, and promoted the realization
of technology-led business through empowering customers, enabling industries,
operation and controlling. The Company optimized the layout of securities brokerage
outlets and gradually improved the efficiency of branches. In the first half of the year,
210,000 new accounts were opened, representing a year-on-year increase of 23%;
and the customer structure was further optimized, as the number of high-net-worth
customers increased by 9% compared with the end of 2019. As of June 30, 2020, the
market share of net income from securities trading on behalf of customers (including
seats leasing) of the Company was 2.28%, ranking 15th in the market.

The optimization of financial product development and sales services has supported
the Company's further transformation to wealth management. Through continuous
optimization of the introduction process of financial products and promotion of the
introduction efficiency of financial products, the Company has continued to enrich the
offering and quantity of our financial products. Closely following the industry trend
in the first half of 2020, the Company enhanced the introduction of quality public and
private placement products and grasped the market pulse to distribute ETF products,
leading the sales volume of financial products to grow for several consecutive years.
The Company has further improved the product evaluation and asset allocation ability
and established preferred fund pool and fund portfolio with an aim to help customers
maintain and increase values, and provided buyer services to build the construction
of famous fund allocation products. The Company has strengthened the resource
investment in strategic development to continuously improve the product quality of
the "Golden Sunshine Wealth Management Plan”. With continuous optimization of
the financial product system and the establishment of a diversified product matrix,
the Company has been committed to providing customers with “one-stop financial
supermarket” services to meet their wealth management needs.
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(ii)

(iii)

(iv)

The continuous improvement of our online operation and service has facilitated
the further digital transformation of the Company. In the first half of 2020, the
Company continued to improve the user experience of its "Golden Sunshine” App,
preliminarily established a service system covering “pre-investment, investment
and post-investment” for customers, with the total number of business transactions
types reaching over 30; according to Analysys, the monthly active users of “Golden
Sunshine” App was 2.41 million in June 2020, reaching a record high and the number
of users increased by 11% as compared to the end of 2019 and the App won the first
"Best Broker for Intelligent Financial Practice Award” (REFEE S L /MERE) by
New Fortune. Notable results have been achieved for various service operations. The
users of "Everbright Securities Store” increased by 71%, the users of our financial
community services increased by 16% and the number of subscribers of “Smart
Investment Rubik's Cube” increased by 30%.

Margin financing and securities lending

In the first half of 2020, through actively taking various effective operational
measures, the Company focused on high net worth individual customers and
institutional customers, actively mitigated and eliminated business risks in a prudent
manner and improved the business scale of our margin financing and securities
lending business. As of June 30, 2020, the balance of margin financing and securities
lending was RMB30.945 billion, representing an increase of 12.81% as compared
to the end of 2019 with the market share reaching 2.66%. The balance of securities
lending was RMB414 million with the market share reaching 1.36%.

Collateralized stock repurchase transactions

In the first half of 2020, the Company continuously optimized the structure of
collateralized stock repurchase transactions and implemented strict project quality
control to mitigate business risks. As of June 30, 2020, the amount of collateralized
stock repurchase transactions was RMB7.599 billion, of which RMB5.068 billion was
funded with the Company's internal funds with the average coverage ratio being
255.59%; the lending amount in respect of asset management products and others
was RMB2.531 billion.

Futures brokerage business

In the first half of 2020, Everbright Futures further enhanced its brokerage
business and strove to develop a comprehensive business model and optimized
the structure of revenue streams by using innovative operational measures such
as asset management and risk management with a view to accelerate the process
of transformation into a futures company focusing on wealth management. In the
meantime, Everbright Futures further improved the management of its internal
funds to improve the utilization efficiency and return of the funds. As of June 30,
2020, Everbright Futures recorded a daily average margin of RMB10.693 billion,
with its trading volume representing a market share of 2.21%. In particular, the
trading volume of Everbright Futures represented 1.71%, 1.62%, 3.09%, 3.28% and
1.28%, respectively, of the total trading volume of China Financial Futures Exchange,
Shanghai Futures Exchange, Dalian Commodity Exchange, Zhengzhou Commodity
Exchange and the Energy Center. From January to June 2020, its total trading volume
of SSE b0ETF stock options represented a market share of 1.74%.
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(v) Overseas wealth management brokerage business

In the first half of 2020, Everbright SHK proactively made adjustments and
established the development target of "becoming a leading wealth management
platform in the financial market in Hong Kong under a customer-centric strategy”. As
of June 30, 2020, Everbright SHK had 130,000 accounts under its wealth management
and brokerage business, the total assets under management on a trust basis reached
HK$74.2 billion and the scale of margin financing reached HK$7.191 billion. According
to the latest ranking of participant's transaction amount for the first half of 2020
published by The Stock Exchange of Hong Kong Limited, the transaction amount
of Everbright SHK is approximately HK$100 billion, representing 0.37% of the total
market trading amount in Hong Kong. Besides the increase of the trading volume of
the traditional H shares, the revenue from US stocks and structured products also
increased significantly by approximately 240% and 43%, respectively.

Outlook for the second half of 2020

In the second half of 2020, the Company's brokerage business will take “strengthening
business foundation and enhancing value” as its core strategic orientation, and continuously
strengthen the customer base through multi-channels, and continue to deepen and promote
the construction of customer service systems. The Company will strive to promote the
brand building of the sale of financial products of Everbright Securities through enhancing
our efforts in the introduction of top public offerings and star private equity products
and promote the online and offline coordinated digital wealth management business
development through technological empowerment, to deepen the reform of wealth
management. The Company will closely follow the development trend of the market,
strengthen strategy service and capture the development opportunities of security lending
business while maintaining strict control over business risks, and will also continue to
optimize the structure of collateralized stock repurchase transactions, cultivate the base
of core customers and effectively create value. The wealth management and brokerage
business of Everbright SHK will further optimize the customer hierarchical management,
focus on the development of high-net-worth customers, commence customer experience
plan, improve service quality and enhance customer stickiness.
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2.

Corporate Financing Business Segment

Our corporate financing business segment mainly includes equity financing business, debt financing
business, overseas investment banking business and finance lease business.

In the first half of 2020, the business segment achieved business income of RMB1.4 billion, accounting for

16%.

(1).

(2).

Market environment

In the first half of 2020, new rules governing refinancing business and reformation on registration
system for the ChiNext Maket further promoted the development of capital market towards
marketization and legalization, and investment banks ushered in a period of rapid business growth.
The CSRC announced the launch of the comprehensive deepening reform of the NEEQ to further
accelerate the reform of the financial system and to improve the basic system of the capital
market, therefore achieved multi-tiered capital market connectivity. According to the statistics
from Wind, as of June 30, 2020, A-share equity financing amounted to RMB648.7 billion, increased
by 6% year-on-year; proceeds raised from IPO amounted to RMB139.3 billion, increased by 131%
year-on-year; 119 companies completed IPO, increased by 80% year-on-year; and the refinancing
amounted to RMB482 billion, decreased by 2.5% year-on-year. The bonds underwritten by
securities companies reached RMB4.38 trillion, increased by 29.20% year-on-year. However, with
the intensified market competition, the leading brokers' ranking changed greatly, and the market
competition for ranking was fierce. In addition, the defaulting situation in the bond market has
worsened, which further raised the difficulties in advancing bond underwriting business. The China
Banking and Insurance Regulatory Commission promulgated the Interim Measures for Supervision
and Administration of the Financial Leasing Companies KRIEHE QA FEBEEREITHINE)), and
further strengthened supervision over the finance leasing industry.

Hong Kong's capital markets became less active as in terms of equity financing, a total of 59 new
shares were listed, decreased by 22% year-on-year; in terms of bond financing, the offshore bond
market has undergone major fluctuations due to lack of liquidity, resulting in total Chinese-funded
offshore bonds issued amounting to USD114.6 billion, decreased by approximately 10%
year-on-year.

Operation initiatives and results

(i) Equity financing business
In the first half of 2020, the Company insisted on improving the quality and efficiency of
the investment banking business, vigorously promoted the implementation of projects and
achieved relatively large breakthroughs in performance. According to statistics from Wind,
the Company completed securities underwriting for 18 companies and ranked No. 6 in the
market, moving up 5 places as compared to the previous year. The underwriting amount of
equities amounted to RMB7.530 billion, representing an increase of 95% as compared with
the same period of the previous year (excluding number and amount of underwriting of
exchangeable bonds). The revenue from equity underwriting of the Company ranked No. 4 in
the industry in the first half of 2020. Among them, the Company completed IPO underwriting
for 11 companies, ranking 3rd in the market, with an underwriting amount of RMB5.466
billion, 4 of which were companies in the Sci-tech Innovation Board market, with an
underwriting amount of RMB2.520 billion. The Company completed refinancing transactions
for five companies, with an underwriting amount of RMB1.423 billion, and completed
mergers and acquisitions and reorganization transactions for three companies and provided
financial consultant services for three companies.
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The Company introduced new products such as quoted bonds in the selected list and
convertible bonds privately issued to placees and financiers by closely monitoring the
market situation, to promote the business mode with the synergy of “customer acquisition
+ underwriting” and achieve the business mode of “investment banking + investment”. The
Company also insisted on the coordinated development and established new customer
marketing model to further increase the equity financing project pipelines. According to
statistics from Wind and the Company, as of June 30, 2020, for IPO projects, the Company
had one approved to be listed and 13 pending for approval, one of which was approved and
2 of which were pending for approval in the Sci-tech Innovation Board, ranking No. 20 in
the industry; in terms of refinancing projects, one was approved to commence and 10 were
pending for approval, one of which was approved; one mergers and acquisitions project
was approved. The Company had recommended a total of 263 companies to be quoted
on the NEEQ as the lead sponsor, with a total amount of financing from stock issuance of
RMB25.013 billion, and a total of 11 companies succeeded in being quoted on the NEEQ.

Debt financing business

In the first half of 2020, the Company continued to consolidate its advantages in bond
underwriting, and completed 708 projects, representing a year-on-year increase of 29.43%,
with an underwriting amount of RMB151.051 billion and a market share of 3.50%, ranking
No. 8 in the industry. The underwriting amount of the asset securitization business was
RMB34.420 billion, with a market share of 5.00%, ranking No. 7 in the industry. In the first
half of the year, the Company ranked No. 4 in the industry in terms of revenue from bond
underwriting, with sufficient projects in pipeline. The Company increased efforts in financing
innovation and completed the first domestic central enterprise innovative ABN project, the
first trust asset ABN project and the first batch of innovative ABN project. Meanwhile, the
Company is also pushing forward several innovative projects, including infrastructure REITs
project, and maintaining the leading position in the innovation market of asset securitization
business. The Company won the Annual Award for the Innovative Institution of the Sixth
China Securitization Forum.

Table 1 Underwriting amount major types of bonds of the Company and the number of
projects issued

Underwriting
amount Number of
(RMB projects Industry
Type of bonds hundred million) issued ranking

Interbank products (including medium-term
notes, short-term financing bonds and

private placement notes) 337.25 89 3
Corporate bonds 296.93 62 13
Asset securitization 344.2 183 7
Non-policy financial bonds 169.99 13 13
Local government bonds 305.64 355 6
Others 56.5 6 /

Note: Others include the corporate bonds and exchangeable bonds
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(3).

(iii) Overseas investment banking business

In the first half of 2020, Everbright SHK leveraged on its advantages as an overseas
business platform and complemented with the domestic business team to jointly expand
the market and create an investment banking ecosystem. It completed 6 IPO of H share
underwriting projects and 4 bond underwriting projects, ranking No. 9 in the Hong Kong
market in terms of the number of IPO underwriting projects. The company had sufficient
projects in pipeline. Several projects for providing financial advisory services, IPO projects
and bond projects are proceeding. Since unprofitable biotech companies are permitted to list
on the Hong Kong Stock Exchange under the revised Listing Rules, a total of 18 companies
of such kind have sought the initial public offerings in Hong Kong, of which Everbright
SHK participated in the underwriting of 4 companies and accumulated relatively extensive
experience in the sector.

(iv)  Financial leasing business

Everbright Leasing continued to stick to the bottom line of risk management, insisted
on professional operation and actively carried out innovative transformation. As of June
30, 2020, Everbright Leasing completed investment in a total of 8 new projects with an
investment amount of RMB505 million in financial leasing business, cumulatively completed
investments with a total investment amount of RMB13.7 billion and cumulatively generated
rental income of RMB11.1 billion. The balance of financial lease receivables amounted to
RMB3.4 billion at the end of the Reporting Period.

Outlook for the second half of 2020

In the second half of 2020, the Company will continue to improve the quality of equity financing
business, further strengthen the pricing and sales ability of investment banking business, lay a
solid foundation for the pricing of investment banking projects and make well preparation for
the issuance and sales of investment banking projects according to the market principle while
ensuring the smooth advancement of projects in issue, to be issued, pending for approval and to be
reported. The Company will give full play to its high-quality NEEQ project pipeline and leverage the
demonstration effect of the successful case in the selected list to refine the quotation business and
improve NEEQ transfer business. In terms of debt financing business, the Company will continue
to earnestly implement key customer strategy, actively accumulate and develop key customer
projects; increase efforts in expanding asset securitization business, enrich basic assets and
continue to expand the structure of innovative transactions; continue to enhance the compliance
and risk control requirements during the business operation, and make the payments for the bonds
due and payable in a timely manner. The Company will strengthen the domestic and overseas
coordination and cooperation to provide comprehensive financing solutions for enterprises.
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Institutional Costumers Business Segment

Institutional customer business segment mainly comprises institutional trading, prime brokerage
business, asset custodian and outsourcing business, investment research and overseas institutional sales
business.

In the first half of 2020, the business segment realized revenue of RMBO0.6 billion, accounting for 6% of
the Group's total revenue.

(1).

(2).

Market environment

In the first half of 2020, institutional clients put forward higher requirements on the professional
and personalized services of brokers. In order to meet the diversified demands of clients,
securities companies further enriched their business modes, which continued the trend of
increasingly intensified competition for trade allocation and highlighted the advantages of leading
companies in the industry. Securities firms with advantages in capital strength, comprehensive
financial service capabilities, and research teams will have greater room for development in the
future. The private equity investment fund industry has ushered in the development landscape of
healthy competition. The total management scale of private equity institutions has recorded steady
growth and successive establishment of subsidiaries engaged in bank wealth management has
further expanded the market space for prime brokerage business. The development of private
equity investment funds also provides greater market space for securities companies to carry out
custodian and outsourcing business in the field of private equity investment funds. The business
for outsourcing services on the registration of trust shares is subject to restrictions on market
development imposed by the Interim Measures for the Administration of Fund Trusts of Trust
Companies (Exposure Draft) issued by China Banking and Insurance Regulatory Commission.

Operation initiatives and results
(i) Institutional trading

In the first half of 2020, facing the trend of increasingly intensified competition for trade
allocation, the Company adjusted the push method of investment research services
and ensured offering uninterrupted service to its customers by promoting the organic
integration of online and offline services. The Company actively integrated and utilized the
advantageous resources of the Group and the Company to enrich its means of customer
services, strengthened coordination and linkage, and continued to promote cross-selling.
The Company increased its efforts to serve key customers, strengthened our plans for
service marketing and carried out differentiated services, which further improved the quality
of institutional customer service. As of June 30, 2020, the market share of net income from
seats commission of Company was 3.59%, the share of trading volume of the institutional
securities business amounted to 26.63%. The internal market share of mutual fund trading
commission amounted to 3.55%, representing a year-on-year increase of 2.31%. The
Company has steadily ranked among the top ten industry players for several consecutive
years in terms of the commission allocation income from public offering funds, and has

been awarded the “Most Anticipated Securities Company for Venture Capitals” (X[ & &

OBHAF).

(ii) Prime brokerage business

In the first half of 2020, the Company built its market brand for prime brokerage services
by providing an all-round, high-quality and one-stop integrated services to commercial
banks and wealth management subsidiaries, private equity institutions, trust institutions
and other financial institutions which center around investment research, financial product
evaluation, FOF/MOM investment, system trading and capital intermediary. As of June
30, 2020, the Company had cumulatively cooperated with a total of 1,013 private equity
institutions, representing a year-on-year increase of 15%, introduced a total of 2,573 PB
products, representing a year-on-year increase of 22%. The new PB products filed for
approval reached RMB34.818 billion, representing a year-on-year increase of 36%, among
which the size of new bank wealth management products amounted to RMB26.849 billion,
representing a year-on-year increase of 170%.
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(iii)

(iv)

(v)

Asset custodian and outsourcing business

In the first half of 2020, the Company vigorously expanded the outsourcing business of
private equity investment funds, consolidated the outsourcing business on the registration of
trust shares, and explored the outsourcing business of commercial banks on the valuation
of net-value wealth management, standard product trust and futures asset management.
The scales of private equity fund outsourcing services and trust share registration services
amounted to RMB32.431 billion and RMB190.143 billion. The Company further improved
its risk control, security assurance, operational capabilities and professional standards of
fund outsourcing business, and passed certification of International Standard on Assurance
Engagements (ISAE) 3402. With its custodian qualification of securities investment fund
being approved by CSRC, the Company will vigorously increase its efforts to expand the
custodian services of institutional clients of mutual funds.

Investment research business

In the first half of 2020, adhering to a unique positioning of “cross-market and
cross-category asset allocation advisory capabilities driven by macro-capacity” in the
investment research business, the Company focused on “developing Everbright branded
research products”. The Company held one large investor strategy conference, released
a total of 2,654 research reports and provided 11,433 roadshow services for institutional
clients, representing a year-on-year increase of 38%. The Company provided a number
of investment research businesses such as joint researches, expert communications and
teleconferences based on a multi-channel service model with online-offline integration,
among which 557 online activities of all kinds were held. The Company strengthened
research and planning, closely followed market hotspots and launched special studies that
have received widespread market attention, including a series of macro-pandemic studies,
contactless economy, consumer trends, new and old infrastructure, Tesla industrial chain
and overseas macro-economy. As of June 30, 2020, the Company tracked and researched
702 A-share listed companies and 156 overseas listed companies, with market influence
continuing to increase.

Foreign institutional trading business

In the first half of 2020, the commission income from Everbright SHK represented a
year-on-year increase of 19.06%. The Company conducted roadshows for a number of
institutional clients related to the underwriting of IPO projects, and introduced well-known
funds for business cooperation. The Company continued to maintain good collaborative
relationship with domestic investment research business and institutional trading business,
making breakthroughs in such businesses as online investment research and GDR (Global
Depository Receipt) under the Shanghai-London Stock Connect.
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Outlook for the second half of 2020

In the second half of 2020, under the premise of strengthening risk prevention, the Company will
continuously increase service methods and accelerate in the construction of information services
for the institutional trading business. For the prime brokerage business, the Company will closely
fit the external market environment, continue to focus on exploring and serving the demands of
commercial banks and wealth management subsidiaries, private funds, trusts and other financial
institutions and provide closed-loop services covering extensive financial customers to constantly
improve the customer stickiness and promote the comprehensive revenue growth. The investment
research business segment of the Company will consolidate the basis of research on commission
generation and continuously improve market influence. Based on the expansion of the market
share in the outsourcing market for private securities and investment funds, the custodian and
outsourcing services will strive to expand the custody business of mutual funds and special
fund accounts, securities asset management, futures asset management and products of special
accounts of fund subsidiaries. The foreign institutional sales business will continue to strengthen
business expansion with Chinese-funded institutions, expand the scope of business connection and
speed up in the integration of domestic and overseas businesses.

Investment Trading Business Segment

The investment trading business segment includes the proprietary equity investment business and the
proprietary fixed income investment business.

In the first half of 2020, the business segment realized income of RMB1.2 billion, accounting for 13% of
the Group's total revenue.

(1).

(2).

Market environment

In the first half of 2020, the A-share market generally showed the trend with a wide range of
fluctuations with structural differentiation. The SSE Composite Index recorded a decrease of 2.15%
and the CSI 300 Index recorded a slight increase of 1.64%. The yield rate of the bond market
experienced drastic fluctuations. In January to April of 2020, the yield rate of bonds declined due
to the impacts of the epidemic. With the gradual economic recovery since May of 2020 and the
tightening margin of monetary policies, the yield rate of bonds increased obviously.

Operation initiatives and results
(i) Proprietary equity investment business

In the first half of 2020, the Company's proprietary equity investment business continued
to optimize the investment research system. Adhering to the investment concepts and the
established strategic orientations and with fundamentals as the anchor, it strictly controlled
risks, conducted key layouts and consistently adjusted and optimized the portfolio structure,
achieving remarkable investment returns. Among them, the yield of equity investment
businesses significantly outperformed the market. In terms of quantitative derivatives,
with the targets of focusing on the exchange-traded options market making business and
improving the trading hedging ability, it further consolidated business foundation. The
Company actively advanced GDR market making and cross-border conversion business of
Shanghai-London Stock Connect and cross-border conversion business based on regulatory
requirements. The NEEQ market making business focused on revitalizing stock assets. As
of June 30, 2020, the Company provided market-making and quotation services for 3 NEEQ
quoted companies.
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(3).

(ii) Proprietary fixed income investment business

In terms of the proprietary fixed income business, the Company further enhanced market
judgment, adjusted the position structure in a timely manner and effectively avoided
risks on market fluctuation. Through enhancing the construction of the internal credit
rating database, the Company improved credit rating and compliance systems and further
conducted strict control of credit risks and operational risks. The Company actively
expanded various financing channels such as income receipts and gold leases. The yield of
investment significantly outperformed the China Bond Composite Index.

Outlook for the second half of 2020

In the second half of 2020, the Company will further enhance investment research capabilities.
The proprietary equity investment business will continue to focus on quality assets from the
medium- and long-term perspectives to create stable investment returns. The proprietary fixed
income investment business will appropriately adjust the position structure and continue to use
credit bonds as the bottom position to increase investment returns through interest rate bonds,
convertible bonds trading and market neutral strategies.

5. Asset Management Business Segment

The asset management business segment includes the asset management business, the fund
management business and the overseas asset management business.

In the first half of 2020, the business segment realized income of RMB1.1 billion, accounting for 12% of
the Group's total revenue.

(1).

Market environment

In the first half of 2020, with the implementation of new regulations and rules on asset
management, the securities asset management industry continued standardization and adjustment
and gradually returned to the origin of active management. Despite the slower growth, the
overall development was healthier. According to the statistics released by the Asset Management
Association of China, as of the first quarter of 2020, the total assets under management (AUM)
of securities companies amounted to RMB9.97 trillion, representing a decrease of 8% from
the beginning of the year. The mutual fund sector remained in a stable growth, and the size
of fund asset management continued to grow. According to the statistics from Wind Info, as
of June 30, 2020, the AUM of mutual funds amounted to RMB17.2 trillion, including ETF feeder
funds, representing an increase of 16% from the beginning of the year. As wealth management
subsidiaries of banks gradually conducted business, the competition in the asset management
industry will be more intense. Strengthening active management capabilities and building
differentiated competition advantage will be key points in development.
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(2). Operation initiatives and results

(i)

(ii)

(iii)

Asset management business

In the first half of 2020, on the one hand, Everbright Asset Management focused on
active management and further enriched its product types and layouts through improving
investment research capabilities and optimizing investment strategies. On the other hand, it
adhered to compliance and sound operation, promoted the rectification of massive collective
products and existing private equity products in an orderly manner, and successfully
completed the public offering transformation of five massive collective products. In 2020,
as affected by the “channel reduction” in the industry, the asset management size of the
Company declined. As of June 30, 2020, the total AUM of Everbright Asset Management
amounted to RMB228.897 billion, representing a decrease of 6.15% from the beginning of the
year. The assets under active management amounted to RMB149.095 billion, representing a
decrease of 2.02% from the beginning of the year; and the scale of the assets under active
management accounted for 65.14% in the total asset of AUM. In 2020, Everbright Asset
Management as manager had conducted eight new asset securitization projects with an
aggregate issue size of RMB7.827 billion. As of June 30, 2020, the net income of Everbright
Asset Management ranked the 9th in the industry.

Table 2 Products under asset management plans

Changes compared

AUM to the beginning
Product types (RMB100 million) of the year
Collective Asset Management Scheme 574.28 (24.28)%
Designated Asset Management Scheme 1,358.77 (1.88)%
Specific Asset Management Scheme 355.92 20.39%
Total 2,288.97 (6.15)%

Source: internal statistics of the Company

Funds management business

In the first half of 2020, the operation and development of Everbright Pramerica was stable
and favorable. In terms of AUM, it actively seized the equity market conditions in the first
half of the year and promoted the launch of equity products. As of June 30, 2020, the
AUM of mutual funds of the Company amounted to RMB81.467 billion. In terms of product
layout, Everbright Pramerica vigorously studied market trends and actively responded
to the demands of partners and has designed and developed various mutual securities
investment funds and wealth management products for special accounts. According to Wind
statistics, as of June 30, 2020, the size of Everbright Pramerica excluding currency wealth
management was RMB61.8 billion, the size of currency funds was RMB19.667 billion.

Overseas asset management business

In the first half of 2020, in the face of uncertainties in the overseas market environment,
Everbright SHK vigorously promoted roadshows, marketing and product innovation and
actively expanded the overseas asset management business. As of June 30, 2020, the
AUM of Everbright SHK amounted to HK$3.65 billion, representing an increase of 14.4%
year-on-year, among which, the size of assets under active management was HK$1.68
billion.
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(3).

Outlook for the second half of 2020

To stably promote the implementation of new regulations on asset management and the standard
transformation of the asset management business, the transition period for new regulations
on asset management was extended to the end of 2021. In the second half of 2020, Everbright
Asset Management will continue to promote the transformation of public issuance and the
standardization of existing private equity business according to regulatory requirements. It will
further strengthen the construction of investment research teams and capabilities and strive to
maintain and improve active management products and enhance the long-term competitiveness.
Everbright Pramerica will further enhance the construction of investment research teams and
capture market hotspots and investment opportunities in a timely manner. It will drive product
layout with product strategy, further reinforce the layout of new products and the cooperation with
key proxy sales channels and actively promote the continuous marketing of high-performance
products. For the outsourcing demands of wealth management subsidiaries of banks, it will speed
up in the coverage of institutional sales and expanded the cooperation with the special account
business to further enhance the comprehensive competitiveness. Everbright SHK will continue to
leverage on the business synergy of the Group, strive to seize market opportunities and speed up
in business development to further improve product performance and advance the launch of new
products and the sales of superior products based on customers’ demands.

6. Equity Investment Business Segment

The equity investment business segment includes the private fund investment and financing business, the
alternative investment business and the overseas equity investment business.

In the first half of 2020, the business segment realized income of RMB48 million, accounting for 1% of the
Group's total revenue.

(1).

Market environment

In the first half of 2020, the private equity industry witnessed opportunities as well as challenges.
On the one hand, due to downward pressure on Chinese economy and the impacts of the COVID-19,
the difficulties in private equity investment and fund raising generally increased with longer
investment cycles and the number of projects withdrawn decreased from the same period of last
year. Under the background with stricter regulation, the securities private equity fund industry
faced the transformation of the business types and changes such as the orderly development
and increasing marketization under stricter regulation. On the other hand, the Sci-tech Innovation
Board generally maintained stable operation and the stock prices performed well on the whole.
The launch of the registration-based IPO system on the ChiNext and the NEEQ Select enriched the
withdrawal channels for equity investment institutions and also brought new round of investment
opportunities in the field of technological innovation. The size of bonds issuance and the size
and activity of equity financing in the Hong Kong capital market declined in the short term, but
overseas financing demands remained at a high level.
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Operation initiatives and results
(i) Private fund investment and financing business

In the first half of 2020, for direct investment projects and existing fund business, Everbright
Capital took proactive measures to rectify such business to ensure they are in line with the
regulatory requirements and strengthened post-investment management of the existing
investment projects, properly solving risks. Everbright Development has 1 fund subsidiary
and set up 6 investment funds with the size of projects under management exceeding
RMB29 billion, involving the renovation of shanty town areas, the construction of intercity
railways and expressways as well as other sectors.

(i) Alternative investment business

As an alternative investment subsidiary of the Company, Everbright Fortune reshaped
business positioning and actively promoted and implemented relevant work on follow-up
investment in the Sci-tech Innovation Board. As of June 30, 2020, it has completed 4
strategic placement projects. In terms of post-investment management, Everbright
Fortune vigorously strengthened the construction of post-investment management staff
and implemented refined post-investment management to ensure the safe and orderly
withdrawal of projects.

(iii) Overseas equity investment business

The Company’s equity investment business develops the coordinated integration of domestic
and overseas businesses. As overseas investment and financing enjoys differentiated
advantages compared with Chinese mainland businesses, it maintained high demands. As of
June 30, 2020, the structured financing business of Everbright SHK has 5 existing projects
with an existing size of HK$1.271 billion.

Outlook for the second half of 2020

In the second half of 2020, Everbright Capital and Everbright Development will enhance
post-investment management of existing direct investment and fund business to continuously
strengthen risk management and control capabilities, optimize and upgrade compliance
management and advance the reserve work for newly established funds in an orderly manner.
Everbright Fortune will actively carry out follow-up investment in the Sci-tech Innovation Board and
equity investment business. It will strengthen the industry research capabilities of the investment
team, and look for high-quality investment targets and investment opportunities covered in the
industries based on in-depth industry research. It will strengthen the construction of a professional
post-investment management team, manage to conduct post-investment management of existing
projects, seize market opportunities such as the Sci-tech Innovation Board, the registration-based
IPO system on the ChiNext and the NEEQ Select to ensure the safe and orderly withdrawal of
projects. Everbright SHK will focus on SOEs and large private enterprises and innovate cooperation
models. It will conduct proper layout on the investment proportions of bonds and equity and deeply
explore key industries under the “three-universal and one-innovative” strategy.
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Major items of the consolidated statement of profit or loss

Table 1 Major revenue

Unit: RMB" 000
January to June 2020 January to June 2019 Increase/decrease

ltem Amount  Composition Amount  Composition Amount Percentage
Fee and commission income 4,333,221 48% 3,391,741 39% 941,480 28%
Interest income 2,812,068 3% 3,039,856 35% (227,788) (7)%
Net investment gains 1,410,517 16% 1,990,667 23% (580,150) (29)%
Other income and gains 394,478 5% 200,450 3% 194,028 97%
Total revenue and other

income 8,950,284 8,622,714 327,570 4%

In the first half of 2020, total revenue and other income of the Company amounted to RMB8.95 billion,
representing a year-on-year increase of 4%.

In particular, fee and commission income amounted to RMB4.33 billion, representing a year-on-year
increase of 28%, which was mainly due the increase in stock trading volume and the increase in
underwriting size of investment banks.

Interest income amounted to RMB2.81 billion, representing a year-on-year decrease of 7%, which was
mainly due to the decrease of interest incomes from collateralized stock repurchase financial assets.

Net investment gains amounted to RMB1.41 billion, representing a year-on-year decrease of 29%, which
was mainly due to the loss of the projects.

Other income and gains amounted to RMB394 million, representing a year-on-year increase of 97%, which
was mainly due to an increase of income from commodities and increase of governmental subsidies.

Table 2 Major expenditure items

Unit: RMB" 000
January to June 2020 January to June 2019 Increase/decrease

Item Amount  Composition Amount  Composition Amount Percentage
Fee and commission expenses 669,397 1% 519,901 8% 149,496 29%
Interest expenses 2,007,752 33% 2,262,748 35% (254,996) (1%
Staff costs 2,009,323 33% 1,968,304 31% 41,019 2%
Depreciation and

amortization expenses 351,819 6% 319,755 5% 32,064 10%
Tax and surcharges 37,818 1% 31,374 0% bbbk 21%
Provision for contingent

liabilities - - 299,938 5% (299,938) (100)%
Credit loss expense 183,040 3% 353,621 6% (170,581) (48)%
Other operating expenses 749,370 13% 654,524 10% 94,846 14%
Total 6,008,519 6,410,165 (401,646) (6)%
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In the first half of 2020, total expenses amounted to RMB6.01 billion, representing a year-on-year
decrease of 6%.

In particular, fee and commission expenses amounted to RMBO0.67 billion, representing a year-on-year
increase of 29%, which was mainly due to the impact of the increase in stock and fund trading volume of
brokerage business and the increased underwriting scale of the investment banking business, leading to
an increase in sync with the increase in fee and commission income.

Interest expenses amounted to RMB2.01 billion, representing a year-on-year decrease of 11%, which was
mainly due to the repayment of certain long-term bonds payable;

Staff costs amounted to RMB2.01 billion, representing a year-on-year increase of 2%, which was mainly
due to the increase of the performance-based staff salaries;

Depreciation and amortization expenses amounted RMBO0.35 billion, representing a year-on-year increase
of 10%, which was mainly due to the increase in depreciation of rights of use assets;

Tax and surcharges amounted to RMB38 million, representing a year-on-year increase of 21%, which was
mainly due to the increase of revenue;

Provision for contingent liabilities decreased by RMBO0.3 billion, which was mainly due to no additional
provision for contingent liabilities in the Reporting Period;

Credit impairment loss amounted RMBO0.18 billion, representing a year-on-year decrease of 48%, which
was mainly due to the decrease of provisions for impairment loss of the bonds.

Other operating expenses amounted to RMBO0.75 billion, representing a year-on-year increase of 14%,
which was mainly due to the increase of the commodities trading business of the Company during the
Reporting Period.

Cash flows

In the first half of 2020, the cash and cash equivalents of the Company recorded a net decrease of
RMB2.297 billion, of which:

Net cash used in operating activities amounted to RMB330 million, mainly due to the increase in the
margin financing and decrease in the repurchase business, which was partially offset by the increase
in the placements from other financial institutions, decrease in the collateralized stock repurchase
transactions, bond reverse-repurchase and financial leasing businesses and decrease in the restricted
assets and other factors.

Net cash generated from investing activities amounted to RMB4.191 billion, mainly due to the sale of
financial instruments at fair value through other comprehensive income and the sale of investments
classified as receivables and other investments.

Net cash used in financing activities amounted to RMB6.158 billion, mainly due to repayment of certain
debt financing instruments in the Reporting Period.
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2.

Analysis on principal components of consolidated statement of financial position

Item

June 30, 2020
Amount  Composition

December 31,2019
Amount  Composition

Unit: RMB" 000

Increase/decrease
Amount Percentage

Non-current assets 30,645,783 32,310,592 (1,664,809) (5.15)%
Property and equipment 854,976 0.42% 828,811 0.41% 26,165 3.16%
Right-of-use asset 687,899 0.36% 755,776 0.37% (67,877) (8.98)%
Goodwill 1,036,042 0.51% 1,016,193 0.50% 19,849 1.95%
Other intangible assets 240,548 0.12% 314,058 0.15% (73,510) (23.41)%
Interest in associates and joint ventures 1,040,225 0.51% 1,039,416 0.51% 809 0.08%
Financial assets measured at amortized cost 5,187,401 2.53% 5,768,844 2.83% (581,443) (10.08)%
Equity instruments at fair value through

other comprehensive income 5,014,658 2.45% 5,072,522 2.49% (57,864) (1.14)%
Debt instruments at fair value through

other comprehensive income 7,789,293 3.80% 8,875,024 £.35% (1,085,731) (12.23)%
Financial assets held under resale agreements - - 584,840 0.29% (584,840) (100.00)%
Financial assets at fair value through

profit or loss 308,250 0.15% - - 308,250 N/A
Refundable deposits 5,385,001 2.63% 4,415,528 2.16% 969,473 21.96%
Deferred income tax assets 1,486,581 0.73% 1,618,157 0.79% (131,576) (8.13)%
Finance lease receivables 994,099 0.48% 1,598,189 0.78% (604,090) (37.80)%
Receivables arising from

sale-and-leaseback arrangements 467,300 0.23% 254,379 0.12% 212921 83.70%
Other non-current assets 153,510 0.07% 168,855 0.08% (15,345) (9.09)%

Current assets 174,392,349 171,779,755 2,612.59% 1.52%
Accounts receivable 3,206,431 1.56% 3,077,872 1.51% 128,559 4.18%
Finance lease receivables 1,463,272 0.71% 1,644,785 0.81% (181,513) (11.04)%
Receivables arising from

sale-and-leaseback arrangements 382,517 0.19% 199,676 0.10% 182,841 91.57%
Other receivables and prepayments 1,885,996 0.92% 1,809,717 0.89% 76,279 4.21%
Margin accounts receivable 37,079,445 18.08% 34,118,659 16.72% 2,960,786 8.68%
Debt instruments at fair value through

other comprehensive income 3,012,848 1.47% 3,677,843 1.80% (664,995) (18.08)%
Financial assets held under resale agreements 5,309,684 2.59% 7,700,967 377% (2,391,283) (31.05)%
Financial assets measured at amortized cost 1,073,334 0.52% 1,437,022 0.70% (363,688) (25.31)%
Financial assets at fair value through

profit or loss 65,006,857 31.70% 65,403,594 32.05% (396,737) (0.61)%
Derivative financial assets 30,086 0.01% 9239 0.00% 20,847 225.64%
Clearing settlement funds 767,791 0.37% 1,723,018 0.84% (955,227) (55.44)%
Cash held on behalf of brokerage clients 47,113,275 22.98% 39,937,491 19.57% 7.175,784 17.97%
Cash and bank balances 8,060,813 3.93% 11,039,872 5.41% (2,979,059) (26.98)%

Total assets 205,038,132 204,090,347 947,785 0.46%
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June 30, 2020 December 31,2019 Increase/decrease
Item Amount  Composition Amount  Composition Amount Percentage
Current liabilities 122,463,102 123,062,517 (579,415) (0.47)%
Loans and borrowings 9,470,888 6.15% 7,868,827 5.07% 1,602,061 20.36%
Short-term debt instruments issued 11,888,735 1.71% 4,489,383 2.90% 7,399,352 164.82%
Placements from other financial institutions 7,483,056 4.86% 6,063,705 3.91% 1,419,351 23.41%
Financial liabilities at fair value through
profit or loss 561,256 0.36% 893218 0.58% (331,962 (37.16)%
Accounts payable to brokerage clients 53,292,258 34.58% 45,710,991 29.48% 7,581,267 16.59%
Employee benefits payable 2,127,891 1.38% 1,557,274 1.00% 570,617 36.64%
Other payables and accruals 5,529,675 3.59% 7,633,982 4.92% (2,104,307) (27.56)%
Current tax liabilities 542,441 0.35% 653,972 0.42% (111,531) (17.05)%
Financial assets sold under
repurchase agreements 19,241,791 12.49% 24,636,110 15.89% (5,394,319) (21.90)%
Lease liabilities due within one year 213,745 0.14% 255,681 0.16% (41,936) (16.40)%
Derivative financial liabilities 178,981 0.12% 103,677 0.07% 75,304 72.63%
Long-term bonds due within one year 11,932,385 1.76% 23,175,697 14.95%  (11,243,312) (48.51)%
Total assets less current liabilities 82,575,030 81,047,830 1,527,200 1.88%
Non-current liabilities 31,646,574 32,029,022 (382,448) (1.19)%
Loans and borrowings 469,661 0.30% 3,811,364 2.46% (3,341,703) (87.68)%
Long-term bonds 25,436,724 16.51% 24,180,767 15.59% 1,255,957 5.19%
Deferred tax liabilities 64,794 0.06% 128,462 0.08% (63,668) (49.56)%
Employee benefits payable 1,916 0.00% 998 0.00% 918 91.98%
Accrued liabilities 3,002,823 1.95% 3,010,922 1.94% (8,099) (0.27)%
Lease liabilities 473,374 0.31% 489,167 0.32% (15,793) (3.23)%
Other non-current liabilities 2,197,282 1.42% 407,342 0.26% 1,789,940 439.42%
Total liabilities 154,109,676 155,071,639 (961,863) (0.62)%
Net assets 50,928,456 49,018,808 1,909,648 3.90%

Non-current assets: As of June 30, 2020, the non-current assets of the Company amounted to RMB30.6
billion, representing a decrease of 5% as compared with that of the beginning of the year, which was
mainly due to the decrease of debt instruments at fair value through other comprehensive income,
finance lease receivables, financial assets held under resale agreements and financial assets at
amortized cost, partially offset by the increase in refundable deposits.

Current assets: As of June 30, 2020, the current assets of the Company amounted to RMB174.4 billion,
representing an increase of 2% as compared with that of the beginning of the year, which was mainly
due to the increase of cash held on behalf of brokerage clients and margin accounts receivables, partially
offset by the decrease in cash and bank balances, financial assets held under resale agreements and
clearing settlement funds.
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Current liabilities: As of June 30, 2020, the current liabilities of the Company amounted to RMB122.5
billion, basically the same with that of the beginning of the year, which was mainly due to the decrease
in long-term bonds due within one year and financial assets sold under repurchase agreements, partially
offset by the increase in the accounts payable to brokerage clients and short-term debt instruments
issued.

Non-current liabilities: As of June 30, 2020, the non-current liabilities of the Company amounted to
RMB31.6 billion, representing a decrease of 1% as compared with that of the beginning of the year, which
was mainly due to the decrease of loans and borrowings, partially offset by the increase of long-term

bonds.

Borrowings and bond financing

Unit: RMB" 000

June 30, December 31,

Item 2020 2019
Loans and borrowings 9,940,549 11,680,191
Short-term debt instruments 11,888,735 4,489,383
Long-term bonds 37,369,109 47,356,464
Total 59,198,393 63,526,038

For details of interest rate and maturity profiles of borrowings and bonds financing, please refer to Notes
42, 43 and 50 of the condensed consolidated financial statements.

As of June 30, 2020, the Company's gearing ratio was 66.44%, the Company's long-term bonds due within
one year, loans and borrowings and short-term debt instruments issued amounted to RMB33.3 billion,
and the Company's current assets, net of the above liabilities, amounted to RMB141.1 billion. Therefore,
the liquidity risk exposure of the Company was immaterial.

(Il1) Analysis on investments

1. Overall analysis on external equity investment

As of the end of the Reporting Period, the long-term equity investment of the Company amounted
to RMB1.040 billion, representing an increase of RMB810,000 or 0.08%, as compared with that
of the beginning of the year, which was mainly due to gain on investment under the adoption of
equity accounting for investment in an associate. For details, please refer to the disclosure in the
Financial Report.

(1) Significant equity investment
The Company did not have any significant equity investment during the Reporting Period.

(2) Significant non-equity investment

The Company did not have any significant non-equity investment during the Reporting
Period.
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(IV) Material disposal of assets and equity interests
There was no significant disposal of assets and equity interests during the Reporting Period.

(V) Structured entities under the control of the Company

As of June 30, 2020, the Group consolidated 16 structured entities, including asset management plans
and partnerships. For asset management plans and partnerships that the Company acts as the manager
and general partner or investment manager, the Company is of the view that it has control over certain
asset management plans and partnerships taking into account various factors including the rights of
making decision on its investment and the exposure to its variable returns, and includes them into the
scope of consolidation. As of June 30, 2020, the net assets of the above structured entities within the
scope of consolidation amounted to RMB8.671 billion.

(V1) Analysis on principal subsidiaries and controlled companies

1.

Everbright Futures Co., Ltd., established on April 8, 1993 with a registered capital of RMB1.5 billion,
is a wholly-owned subsidiary of the Company. It is principally engaged in commodity futures
brokerage, financial futures brokerage, futures investment consultation, asset management and
distribution of publicly offered securities investment funds.

As of June 30, 2020, Everbright Futures had total assets, net assets and net profit amounting to
RMB12.062 billion, RMB1.968 billion and RMB67 million, respectively.

Shanghai Everbright Securities Asset Management Co., Ltd., established on February 21, 2012
with a registered capital of RMB200 million, is a wholly-owned subsidiary of the Company. It is
principally engaged in securities asset management business.

As of June 30, 2020, Everbright Asset Management had total assets, net assets and net profit
amounting to RMB3.033 billion, RMB2.311 billion and RMB298 million, respectively.

Everbright Capital Investment Co., Ltd., established on November 7, 2008 with a registered
capital of RMB4 billion, is a wholly-owned subsidiary of the Company. It is principally engaged in
investment management, asset management, equity investment and investment consultation.

As of June 30, 2020, Everbright Capital had total assets, net assets and net loss amounting to
RMB3.273 billion, RMB-724 million and RMB351 million, respectively.

Everbright Fortune Investment Co., Ltd., established on September 26, 2012 with a registered
capital of RMB2 billion, is a wholly-owned subsidiary of the Company. It is principally engaged in
financial products investment.

As of June 30, 2020, Everbright Fortune had total assets, net assets and net profit amounting to
RMB2.840 billion, RMB2.111 billion and RMB152 million, respectively.
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5.

Everbright Securities Financial Holdings Limited is a company with limited liability incorporated
under the laws of Hong Kong on November 19, 2010, as a wholly-owned subsidiary of the
Company. It is principally engaged in investment holding and financial services.

As of June 30, 2020, EBSHK had total assets, net assets and net loss (RMB equivalent) amounting
to RMB25,058 million, RMB-167 million and RMB100 million, respectively. In August 2020, EBSHK
completed a capital increase of HK$2,300 million with the paid-in capital increasing from HK$2,765
million to HK$5,065 million and the net assets increasing to HK$2,1750 million in terms of the
financial position as at the end of July.

Everbright Development Investment Co., Ltd., established on June 12, 2017 with a registered
capital of RMB500 million, is a wholly-owned subsidiary of the Company. It is principally engaged
in equity investment, equity investment management, investment management, asset management,
project investment and investment consultation.

As of June 30, 2020, Everbright Development had total assets, net assets and net profit amounting
to RMB1.233 billion, RMB568 million and RMB11 million, respectively.

Everbright Fortune International Leasing Co., Ltd., established on September 29, 2014 with a
registered capital of RMB1 billion, is held by the Company as to 85% equity interests through
Everbright Capital and EBSHK (among which 35% of the shares held by Everbright Capital has
been frozen due to the impact of risk event, and for details, please refer to the announcement No.
Lin 2019-037 dated June 1, 2019 published on the website of the SSE and the announcement dated
May 31, 2019 published on the website of the Hong Kong Stock Exchange in relation to the update
of important matters relating to a wholly-owned subsidiary and litigation). It is principally engaged
in financial leasing and leasing business.

As of June 30, 2020, Everbright Leasing had total assets, net assets and net profit amounting to
RMB3.814 billion, RMB1.198 billion and RMB14 million, respectively.

Everbright Pramerica Fund Management Co., Ltd., jointly established by the Company and PGIM,
Inc. on April 22, 2004 with a registered capital of RMB160 million, is held by the Company as to
55% equity interests. It is principally engaged in fund raising, fund sales and asset management.

As of June 30, 2020, Everbright Pramerica had total assets, net assets and net profit amounting to
RMB1.337 billion, RMB1.181 billion and RMB85 million, respectively.

Dacheng Fund Management Co., Ltd., established on April 12, 1999 with a registered capital of
RMB200 million and is held by the Company as to 25% equity interests. It is principally engaged in
fund raising, fund sales and asset management.

As of June 30, 2020, Dacheng Fund had total assets, net assets and net profit amounting to
RMB3.757 billion, RMB2.422 billion and RMB151 million, respectively.
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(VIl) Use of proceeds

In August 2016, the Company issued a total of 704,088,800 overseas listed foreign shares (H Shares),
and raised effective proceeds amounting to HK$8,926,855,727.40 (equivalent to RMB7,631,224,758.25
calculated based on the central parity rate of the HKD to RMB exchange rate announced by the People's
Bank of China on the actual settlement date). The net proceeds amounted to RMB7,380,333,967.67 after
deducting the issuance expenses.

The Company undertook that all such proceeds would be used in the ways as set out in the H Shares
prospectus. The Proposal on the Change in the Use of Proceeds from the Issuance of H Shares was
reviewed and approved by the 30th meeting of the fourth session of the Board and the 3rd extraordinary
general meeting in 2017. The approved change in the percentage of the use of proceeds from the
issuance of H Shares is as follows: approximately 59% of the proceeds will be used for developing
capital intermediary business, approximately 11% of the proceeds will be used for funding operations
of overseas business and inorganic expansion of onshore and offshore platforms, approximately 20%
of the proceeds will be used for developing wealth management business and institutional securities
services businesses, and approximately 10% of the proceeds will be used for funding working capital and
establishing back office systems and other purposes.

As of June 30, 2020, the use of proceeds from the Company's issuance of H Shares is as follows:
RMB4.527 billion was used to develop capital intermediary business, RMB868 million was used to expand
overseas business, RMB1.46 billion was used to develop wealth management and institutional securities
services business, RMB825 million was used for funding working capital, establishing back-office
systems and other general corporate purposes, and the remaining amount was RMB1.16 million (the
used proceeds from the issuance of H Shares denominated in RMB were calculated at the effective
exchange rate; the used proceeds from the issuance of H Shares denominated in Hong Kong dollars were
calculated at the current exchange rate; the exchange rate of the unused proceeds from the issuance of H
Shares were calculated based on the exchange rate on June 30, 2020. Based on the translation at above
exchange rates, the net proceeds from the issuance of H Shares amounted to RMB7.681 billion).

For details of the use of proceeds from all the bonds issued by the Company, please refer to “lll. Use
of Proceeds Raised from Issuance of Corporate Bonds” under Section VIII “Relevant Information on
Corporate Bonds".

Il. Potential Risk Exposure

1.

Summary of risk management

By adhering to the risk management culture of sound operation, the Company continued to commit itself
to establishing the comprehensive risk management system that matches the Company's strategic and
developmental objectives through improving its risk management system, building its risk management
information system and strengthening its professional risk management so as to effectively manage
various risks faced during the Company's operations and promote the healthy and sustainable
development of the Company’s businesses.
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2.

Risk management structure

The Company's risk management organization consists of four levels, including the Board of Directors
and its risk management committee, Supervisory Committee; the management and its subordinate
professional committees; the risk management functional departments; and various departments,
branches and subsidiaries.

The Board of Directors shall undertake ultimate responsibility for comprehensive risk management and
be responsible for advancing the construction of risk culture; considering and approving the basic system
of the comprehensive risk management of the Company; considering and approving the risk preference,
risk tolerance and significant risk limit of the Company; considering the regular risk assessment reports
of the Company; and establishing a direct communication mechanism with the chief risk officer. The
Board of Directors may authorize its subordinate Risk Management Committee to fulfil some of its
comprehensive risk management duties. The Supervisory Committee shall undertake the supervisory
responsibility for comprehensive risk management, and be responsible for supervising and examining the
performance of duties of the Board and the management in the risk management aspect and supervising
the rectification.

The management of the Company shall undertake primary responsibility for comprehensive risk
management and be responsible for establishing risk management system and making timely adjustment;
establishing a healthy operation management structure for the Company’'s comprehensive risk
management, clarifying the duty division of comprehensive risk management among risk management
functions, business departments and other departments, and establishing a working mechanism that
features effective checking and balance and good coordination among the departments; establishing
the specific execution plans on risk preference, risk tolerance and significant risk limit and ensuring the
effective implementation of the plans; monitoring its progress, analyzing its reasons in a timely manner
and handling it according to the authorizations granted by the Board; regularly assessing the overall risk
of the Company and various types of material risk management conditions, resolving problems that are
found in risk management and reporting to the Board; establishing a performance assessment system
for all staff that covers effectiveness of risk management; establishing a complete IT system and data
quality control mechanism. The management of the Company has set up various subordinate professional
committees that are responsible for some of risk management functions within the scope of respective
duties.

The Company's departments with the risk management functions include risk management and
internal control department, legal and compliance department, internal audit department, information
technology headquarters, finance and treasury department, operations management headquarters, board
(supervisory committee) office, investment banking quality control headquarters and investment banking
internal audit office. According to the authorizations granted by the Company, each of the functional
departments identifies, monitors, assesses and reports the various risks of the Company and also
assists, guides and examines respective risk management work of different departments, branches and
subsidiaries.

Each of the head of the Company's business departments, branches and subsidiaries shall undertake
direct responsibility for comprehensive risk management within their respective business field. Each
of the Company's business departments, branches and subsidiaries is responsible for carrying out
businesses strictly within the range of permission granted according to the Company's authorization
management system and unauthorized activities are strictly prohibited and are managed and controlled
effectively by a way of establishing rules, procedures and systems.
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Measures against various risks

(1)

(2)

Market risk

Market risk exposure to the Company refers to the future potential loss in value of its financial
instruments resulting from changes or fluctuations in their market prices, mainly including equity
and other price risk, interest rate risk and exchange rate risk, etc.

In terms of the market risk, the Company adheres to the principle of proactive management and
quantitative orientation and establishes a risk limit system incorporated with various procedures
for market risk tolerance and business risk limits based on the risk tolerance preferences of the
Company. Risks are under control by a combination of investment portfolios, mark-to-market
measures, hedging and mitigation measures during the business expansion. The Board determines
the annual scale of proprietary trading business and the market risk loss tolerance and the
committee under the senior management of the Company determines the market risk loss
tolerance for each specific item and reviews and approves specific limits for each business,
including net exposure value, investment concentration, basis point value, etc. Meanwhile, stress
testing is an integrated part of the Company's market risk management, therefore the Company
has established a stress testing mechanism to timely assess the potential loss that the Company
may suffer under the stress scenario according to its business development and changes in
market and provide a basis for the Company’'s management to make decisions.

In view of its overseas expansion and business development, the Company may be exposed to
foreign exchange risks. In terms of sources and use of proceeds, the Company's potential foreign
exchange risks are mainly entailed in investment in foreign currency assets through onshore RMB
financing and investment in RMB assets through foreign currency financing. As of the end of the
Reporting Period, the Company has not commenced any of the above businesses. Proceeds from
foreign currency financing by offshore subsidiaries will be all specifically used for investment
in the local market to achieve natural hedging of foreign exchange risks. Looking forward, the
Company will mitigate foreign exchange risks through a range of hedging measures based on the
actual situation so as to support its overseas business development.

Credit risk

Credit risk refers to potential losses resulting from the failure of a debtor or counterparty to
perform its obligations under a contract, mainly due to the securities and futures trading on behalf
of the clients, default risk arising from bond issuers or OTC derivatives counterparties, and risks
due to the failure of full repayment as agreed by clients of credit businesses such as margin
financing and securities lending.

In terms of the securities and futures trading on behalf of the clients, all transactions thereunder
are settled in margin deposits pursuant to the regulatory requirements, and therefore the
exposure to credit risk is small. In terms of bond investments, the Company controls the credit
risk exposure by setting the investment concentration limit and the lower limit for debt investment
rating, and closely monitoring the operating position and credit status of the bond issuer. For
the credit business, the credit risk is controlled and managed through conducting risk education,
credit investigation, credit extension, mark-to-market measures, risk alert, forced liquidation
and judicial recourse to the clients, as well as establishing stringent standards for the scope and
discount rate of collaterals, margin deposit ratios, and maintenance margin ratios. For the OTC
derivatives business, the Company conducts due diligence, credit rating and scale control on the
counterparties and applies the mark-to-market measures, collaterals supplement and disposal of
collaterals to control the credit risk exposure to the counterparties.

39



40

/ Everbright Securities Company Limited /

SECTION IV REPORT OF THE BOARD

(3)

(4)

Operational risk

The operational risk exposure to the Company refers to the potential losses arising from defective
internal procedures, human resource, IT system and external events.

The Company has formulated administrative measures for the operational risk, specified the
governance structure of the operational risk and strengthened the responsibilities and duties
for managing each defense line of operational risk, in order to strictly control operational risks.
The Company continues to improve the operational risk management system to strengthen the
business process management and IT system construction, reinforce the accountability system and
reduce the possibility of operational risk. In addition, the Company has promoted the construction
and operation of tools for managing operational risk, and improved the operational risk event
reporting and loss data collection mechanism, which has further enhanced the Company's
capabilities in managing the operational risk. Besides, the Company attaches great importance to
the identification and control of operational risks in innovative products and innovative businesses
and standardizes the operating procedures so as to ensure that the overall operational risk faced
by the Company is controllable and tolerable.

Liquidity risk
Liquidity risk refers to the potential risk of the Company's failure to obtain sufficient funds at

a reasonable cost to repay debts as they come due, perform its other payment obligations and
satisfy the capital requirements for its normal business operations.

For the purpose of preventing the liquidation risk prudently, the Company has formulated
administrative measures for the liquidation risk, specified the objective, strategy, governance
structure and reporting system relating to the liquidation risk management. Under assets and
liabilities management and overall risk management policies, the Company persistently adheres to
the strategy of robust risk management. The Company has adopted a proactive management and
dynamic adjustment approach, and developed a tolerance and borrowing or lending management
mechanism for the liquidation risks covering parent company and subsidiaries pursuant to the
overall risks management policies. It has gradually improved differentiated liquidation risk
management frameworks tailored for subsidiaries with different performance. In addition, the
Company has established differentiated funds management patterns and a supporting system for
management, monitoring and alerts of liquidation risk limit based on the different characteristics
of businesses. The Company continued to reasonably measure the management cost of liquidation
risks and explored to fully incorporate liquidation factors into the pricing system of funds.

The Company has set up a well-established liquidation risk emergency and capital supplement
mechanism by reserving sufficient assets of good quality and prudently and actively managing the
structure of liabilities’ maturity. Meanwhile, the Company also proactively extends the financing
channels and methods and continues to establish a sound and comprehensive liquidation risk
management system.

The finance and treasury department is authorized by the Company to take charge of the overall
liquidation risk management, implement overall control over the capital resources and financing
management of the Company, coordinate to satisfy the capital requirements, and manage its
cash flows. Meanwhile, the risk management and internal control department of the Company is
responsible for monitoring the implementation of limit system for overall liquidation risk of the
Company.



(5)

2020 Interim Report

SECTION IV REPORT OF THE BOARD

Information technology risk

Business continuity risk: The Company's brokerage and proprietary trading business heavily rely
on the real-time processing of data via electronic information system, and storing enormous
information on trading business and operating activities on electronic devices. Securities trading
system involves various aspects and has higher requirement on maintaining continuity, which may
subject to potential information system risks arising from a series of unforeseeable events such
as hardware and software, computer room infrastructure as well as communication failure, in turn
affecting the Company's reputation and service quality or leading to economic losses and legal
disputes.

Network security risk: With the rise and development of Internet finance, the ongoing expansion
and extension of securities business channels, the security of the system of businesses on the
Internet is facing increasing challenges, including Internet security risks such as malicious
cyber-attack, fake site, tampering information or virus and Trojan horse, which may result in
serious threaten to online trading system, online business system and internal application system
provided for Internet, and may even cause economic loss or reputation damage to the Company.

Data leakage risk: As financial technology has been rapidly developing in recent years, various data
analysis platforms including the big data system are widely used. Consequently, data coverage
is getting wider and data concentration is getting higher, thus posing a greater security risk of
information leakage.

Financial technology risks: With the increasing popularity of financial technology application,
product structure, business ecology and business models have changed significantly from
traditional modes. New risks incurred by financial technology innovation are even more hidden,
sudden, and contagious. During the Reporting Period, the Company continued to deepen the
reform on information technology and improve capabilities of financial technology. It continuously
consolidated the technical service mode with an emphasis on “front office, front-end service and
full cooperation”, enhanced the institutional management model and promoted the deep integration
between technology and business. The Company continuously enhanced the construction of cloud
computing platform, big data platform and platform for Al basic technology capacity so as to
solidate the foundation of digitalization transformation of the Company.

The Company adheres to the work philosophy of “prevention first, contingency plan as secondary
measure, continuous improvement and pursuit of excellence”, continues to advance the work
goal of "adhering to the safety bottom line and accelerating technological empowerment’,
and further strengthens the concept of “safety first, risks under control, demand driver and
technology orientation”. The Company strives to practice standardized and refined operation and
maintenance management, continuously improves operation and maintenance tools, and refines
and reconstructs the operation and maintenance platform and system. Through solidifying the core
transaction systems, continuously deepening the 1S020000, ISO27001 technology service system,
and actively promoting the establishment of unified three platforms of supervision, management
and control, the Company has greatly improved the management of IT operation and maintenance
and enhanced the quality and efficiency of operation and maintenance. The Company is moving
forward to effectively manage information technology risk in accordance with the four directions
of operation and maintenance - “service standardization, process automation, digital management,
and intelligent decision-making".
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The Company continued to improve the information security system, optimize the process, build
a mobile security sensing system, promote the transformation of security management mode
from passive defense to active prevention and active management, and promote the proactive
management capabilities for information security.

During the Reporting Period, the information technology risk faced by the Company is generally
under control and important information technology systems operate in a safe and stable manner.

Reputation risk

Reputational risk refers to the risk of the negative evaluation from the Company’'s shareholders,
employees, customers, third-party cooperation agencies, regulators, the media and the public due
to the Company’s management, other actions or external events.

The Company continued to carry out appropriate and effective reputational risk management, and
has established a standardized management system, a scientific organizational structure and
a sound management and control system. The Company has also successively formulated and
revised the Measures for the Management of Information Release of Everbright Securities Company
Limited, Everbright Securities Company Limited Measures for the Management of Corporate
Reputation Risk Prevention and Crisis Public Affairs, Management Measures for Everbright
Securities Major Emergencies Reporting, Management Measures for Everbright Securities Company
Limited Major Emergency Response Plan, Everbright Securities Company Limited WeChat Official
Account Management Regulations and other related measures.

The Company has a working group for media affairs management and a leading group for
emergency response, which has realized the coordination and unity between the Company and the
department in reputation risk management. In addition, the Company has set up full-time positions
for public opinion monitoring and maintenance of external media relations, at the same time,
the Company has also engaged third-party consultants and law firms to assist the Company in
managing its reputational risk.

At present, the Company has achieved full coverage of the subsidiary’s reputation risk prevention
and control system, and each subsidiary has established measures to prevent and dispose of
reputation risk that matches its actual situation.

Compliance risk

Compliance risk refers to the risk of the Company being investigated for legal responsibility
in accordance with laws, being taken regulatory measures, being given disciplinary action, or
losing property or business reputation due to violations of laws, regulations and guidelines by the
Company or its staff in operating management or practice.

In order to effectively control compliance risk, the Company, through establishing a practicable
compliance management system, has realized effective identification, assessment and
management of compliance risks and develops long-term compliance assessment accountability
and training mechanisms, to provide effective support and supervision for the Company's various
operations in accordance with laws and regulations.
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. Introduction to General Meetings

Website designated

Date of for publication of the Date of disclosure of
Meeting meeting resolutions publishing the resolutions
The first extraordinary March 3, 2020 http://www.sse.com.cn March 4, 2020 (A Shares)
general meeting in 2020 http://www.hkexnews.hk  March 3, 2020 (H Shares)
2019 annual general meeting June 2, 2020 http://www.sse.com.cn June 3, 2020 (A Shares)

http://www.hkexnews.hk  June 2, 2020 (H Shares)

Il. Profit Distribution

()

(1

The profit distribution proposal during the Reporting Period

According to the 2019 profit distribution proposal considered and approved at the 2019 annual general
meeting of the Company convened on June 2, 2020, on the basis of a total share capital of 4,610,787,639
A Shares and H Shares in issue as of December 31, 2019, a cash dividend of RMB0.37 per 10 shares (tax
inclusive) was distributed to all holders of A Shares and H Shares, with a total cash dividend amounting
to RMB170,599,142.64. Cash dividend is denominated and declared in RMB and paid to holders of A
Shares in RMB and to holders of H Shares in HKD. The actual distribution amount in HKD was calculated
at the rate of average benchmark exchange rate of RMB against HKD published by the PBOC for five
business days prior to the 2019 annual general meeting of the Company (i.e. RMB0.919174=HKD1.00).
Accordingly, a cash dividend of HKD0.402535 per 10 H Shares (tax inclusive) was distributed.

The Company published relevant announcements in relation to the 2019 profit distribution proposal on
the websites of the SSE, the Hong Kong Stock Exchange and the Company, and the Company's 2019 profit
distribution proposal was completed in July 2020.

Profit distribution proposal and proposal for conversion of capital reserve fund
into share capital

The Company had no profit distribution proposal or proposal for conversion of capital reserve fund into
share capital for the first half of 2020.

lll. Performance of Undertakings

()

Undertakings of de facto controllers, shareholders, related parties, purchasers,
the Company and connected parities made and/or remain effective during the
Reporting Period

In preparation of the listing of the Company's H Shares on the Hong Kong Stock Exchange, Everbright

Group made relevant non-competition undertakings which were disclosed in the Company's prospectus.
Such undertaking was strictly and timely implemented during the Reporting Period.
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IV.

VI.

VIL.

Appointment and Dismissal of Accounting Firms

The 26th meeting of the fifth session of the Board of the Company has considered and approved the Proposal on
the Re-appointment of External Auditors for the Year 2020, and Ernst & Young Hua Ming LLP (Special General
Partnership) and Ernst & Young have been proposed to be re-appointed as the external auditors of the Company
for 2020. Such appointment is subject to the consideration and approval of the general meeting. For details,
please refer to the announcement No. Lin 2020-088 dated August 27, 2020 published on the website of the SSE
and the announcement dated August 26, 2020 published on the website of the Hong Kong Stock Exchange.

Material Litigation and Arbitration Matters

During the Reporting Period, the Company was not involved in any material litigation or arbitration that involves
claims of over RMB10 million and accounting for more than 10% of the absolute value of the Company's latest
audited net assets, which shall be disclosed in accordance with the requirements of the SSE Listing Rules. For
details of other litigations, please refer to “XII. Other Significant Events and Subsequent Events” under Section V
“Significant Events” of this report.

Integrity of the Company and Its Controlling Shareholders and De Facto
Controllers during the Reporting Period

During the Reporting Period, the controlling shareholders of the Company were not involved in any
circumstances where they failed to perform the legally binding court judgments or pay off debts overdue with a
relatively large amount.

Everbright Jinhui Investment Management (Shanghai) Co., Ltd. (“Everbright Jinhui”), a sub-subsidiary of the
Company, received an award from Shanghai International Arbitration Center and an enforcement notice from
Shanghai Financial Court for MPS related matters. For details, please refer to the announcements No. Lin 2020-
049, No. Lin 2020-051 and No. Lin 2020-080 published on the website of the SSE and the announcements dated
May 3, 2020, May 11, 2020 and August 9, 2020 published on the website of the Hong Kong Stock Exchange.
Everbright JinHui is an independent legal entity, and the above payment obligation is still in the process of
performance.

Material Related Party Transactions and Connected Transactions

() Related party transactions and connected transactions related to daily operations

Everbright Group is a controlling shareholder of the Company and hence a connected person of the
Company; Sun Hung Kai & Co. Limited, a substantial shareholder of subsidiaries of the Company, owns
30% of the issued share capital of SHKFGL and hence a connected person of the Company.

Exempt continuing connected transactions
In the Group's daily operation:

1. The Company and certain of its subsidiaries in China have entered into certain trademark license
agreements with Everbright Group. Everbright Group has granted non-exclusive, non-transferable
and royalty-free licenses to the Company and its subsidiaries, pursuant to which the Company and
its subsidiaries are permitted to use certain trademarks owned by Everbright Group in China.

2. Sun Hung Kai & Co. Limited and SHKFGL and/or certain of its subsidiaries have entered into
certain trademark license agreements. Sun Hung Kai & Co. Limited granted to SHKFGL and certain
of its subsidiaries exclusive (save and except as Sun Hung Kai & Co. Limited), non-transferable and
royalty-free licenses to use certain trademarks and domain names owned by Sun Hung Kai & Co.
Limited in Hong Kong, Macau, PRC and Australia.

3. Sun Hung Kai Insurance Consultants Limited, a subsidiary of SHKFGL, entered into an agreement
with certain associates of Sun Hung Kai & Co. Limited, pursuant to which Sun Hung Kai Insurance
Consultants Limited will provide packaged brokerage services to the associates of Sun Hung
Kai & Co. Limited by assisting those associates in procuring insurance policies to be taken out
with third party insurers. With respect to securities brokerage, commission and related services,
customer referral and financial information, SHKFGL has entered into a framework agreement
with Sun Hung Kai & Co. Limited and certain of its associates to regulate the provision of securities
brokerage services.
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4, Sun Hung Kai & Co. Limited, SHKFGL and EBSHK entered into a transitional services agreement,
pursuant to which Sun Hung Kai & Co. Limited and SHKFGL will provide certain administration
services to the other party including human resources, employees and access to the insurance
policies, sharing of office space and car park space, keeping of documents, cleaning services,
security services, financial support services, technology systems, administrative and in-house
legal resources.

The transactions provided under above said agreements are fully exempt continuing connected
transactions in accordance with Chapter 14A of the Hong Kong Listing Rules and are exempt from
the reporting, announcement, independent shareholders” approval and annual review requirements
under Chapter 14A of the Hong Kong Listing Rules.

In addition, the Group shall set a maximum daily deposit balance limit on the deposits of the
Group's proprietary funds and client funds deposited at Everbright Bank. In the process of
applying for the listing of H Shares on the Hong Kong Stock Exchange, the Company had made an
application to the Hong Kong Stock Exchange, and the Hong Kong Stock Exchange had granted the
Company a waiver from strict compliance with the maximum daily balance requirements set out
in Rule 14A.53 of the Hong Kong Listing Rules, and such waiver will be valid until December 31,
2018. The Company has applied again to the Hong Kong Stock Exchange for a waiver from strict
compliance with setting the maximum daily deposit balance limit as required under Rule 14A.53 of
the Hong Kong Listing Rules, and was granted a waiver from the Hong Kong Stock Exchange, which
waives the Company's obligation to set a maximum daily deposit balance limit on the deposits of
the proprietary funds and client funds deposited at Everbright Bank.

Non-exempt continuing connected transactions
Property Leasing Framework Agreement

In the ordinary and usual course of the Group, the Group had leased certain properties in the PRC from
Everbright Group and its associates for its offices and business uses. On the other hand, the Everbright
Group and its associates had leased certain properties from the Group mainly for their business operations.

Before listing of H Shares of the Company on the Hong Kong Stock Exchange, the Company and the
Everbright Group entered into a property leasing framework agreement (the “2016 Everbright Group
Property Leasing Framework Agreement”) and in the year 2018, the Company has renewed the property
leasing framework agreement between the Company and the Everbright Group on the basis of the 2016
Everbright Group Property Leasing Framework Agreement (the 2018 Everbright Group Property Leasing
Framework Agreement”) for a term of three years commencing from January 1, 2019 to December 31,
2021.

The principal terms of the 2018 Everbright Group Property Leasing Framework Agreement are as follows:
(1) the rental shall be determined based on the market rent applicable to the leased property; (2) the
Group and the Everbright Group or its related associates shall enter into separate agreements to set out
the specific terms and conditions in respect of the relevant leased property according to the principles,
and within the parameters under the 2018 Everbright Group Property Leasing Framework Agreements;
(3) the Group and the Everbright Group and its associates are entitled to lease additional gross floor
area from and among the available properties owned by the other party during the term of the 2018
Everbright Group Property Leasing Framework Agreements; and (4) either party may, at any time before
the applicable 2018 Everbright Group Property Leasing Framework Agreement expires, by giving not less
than three months’ written notice, to terminate any lease made pursuant to and contemplated under such
agreement, and the rental will be reduced accordingly.

In accordance with the 2018 Everbright Group Property Leasing Framework Agreement, the annual cap
for the rental income from Everbright Group and its affiliated parties for the leased properties would
be RMB6.0 million, RMB6.9 million and RMB8.0 million in 2019, 2020 and 2021, respectively; and the
annual cap for the rental expenses to be incurred for the properties rented from Everbright Group and
its affiliated parties would be RMB40.0 million, RMB46.0 million and RMB55.0 million in 2019, 2020 and
2021, respectively. In the first half of 2020, the actual amount of rental income from the properties
leased to Everbright Group and its affiliated parties was RMB1,655,900, and the actual rental expenditure
incurred for the properties rented from Everbright Group and its affiliated parties was RMB7,532,600.
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Under the 2018 Everbright Group Property Leasing Framework Agreement, as the highest percentage
ratio based on the relevant annual caps set out above is expected to between 0.1% and 5% on an annual
basis, such transactions are subject to the announcement, reporting and annual review requirements in
Chapter 14A of Hong Kong Listing Rules, but are exempted from the independent shareholders’ approval
requirement.

For details of the 2018 Everbright Group Property Leasing Framework Agreement, please refer to the
announcement of the Company dated August 28, 2018.

Non-financial Miscellaneous Services Framework Agreement

In the ordinary and usual course of the Group's business, the Everbright Group and its associates provide
certain nonfinancial services to the Group, and the Group expects that it will provide certain nonfinancial
services to the Everbright Group and its associates. The non-financial miscellaneous services provided by
the Everbright Group and its associates to the Group include, but not limited to, information technology
and Internet network services, conference services, title sponsor services, network maintenance, printing
and publication, books and audio/video products, renovation, training, medical care, corporate travel
management, advertising and promotion, property management, consultancy services, labor outsourcing
related services and other non-financial miscellaneous services. The non-financial miscellaneous
services to be provided by the Group to the Everbright Group and its associates include, but not limited to,
information technology and Internet network services, lease of advertising places, logistics, warehouse,
consultancy services, labor outsourcing and other non-financial miscellaneous services.

To comply with the requirements of the Hong Kong Listing Rules, the Company has entered into a non-
financial miscellaneous services framework agreement (the “2018 Everbright Group Non-financial
Miscellaneous Services Framework Agreement”) with the Everbright Group in 2018, pursuant to which,
the Everbright Group and the Group will mutually provide certain non-financial miscellaneous services
during the valid period of the 2018 Everbright Group Non-financial Miscellaneous Services Framework
Agreement. The 2018 Everbright Group Non-financial Miscellaneous Services Framework Agreement
shall be valid from January 1, 2019 to December 31, 2021.

In accordance with the 2018 Everbright Group Non-financial Miscellaneous Services Framework
Agreement, the annual cap for the income from Everbright Group and its affiliated parties for providing
non-financial miscellaneous services would be RMB3.0 million, RMB4.0 million and RMB5.0 million in
2019, 2020 and 2021, respectively; and the annual cap for the expenses to be incurred for non-financial
miscellaneous services provided by Everbright Group and its affiliated parties would be RMB69.0 million,
RMB86.0 million and RMB100.0 million in 2019, 2020 and 2021, respectively. In the first half of 2020,
the actual amount of income from provision of nonfinancial miscellaneous services to Everbright Group
and its affiliated parties was RMBO million, and the actual expenditure incurred for the non-financial
miscellaneous services provided by Everbright Group and its affiliated parties was RMB1,145,400.

As the highest of the applicable percentage ratios in respect of the proposed annual caps for the
continuing connected transactions contemplated under the 2018 Everbright Group Non-financial
Miscellaneous Services Framework Agreement for the three years ending December 31, 2021 exceed
0.1% but are less than 5%. Accordingly, such continuing connected transactions are subject to the
reporting, announcement and annual review but are exempt from the independent shareholders’ approval
requirements under Chapter 14A of the Hong Kong Listing Rules.

For details of the 2018 Everbright Group Non-financial Miscellaneous Services Framework Agreement,
please refer to the announcement of the Company dated August 28, 2018.
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Financial Products and Services Framework Agreement

In the ordinary and usual course of the Group's business, the Group regularly enters into securities and
financial products transactions with, and provides securities and financial services to, Everbright Group
and its associates. Likewise, Everbright Group and its associates also enter into securities and financial
products transactions with, and provide securities and financial services to, the Group on normal
commercial terms. The Company entered into a financial products and services framework agreement
(the "2016 Everbright Group Financial Products and Services Framework Agreement”) with Everbright
Group before the listing of the Company's H Shares on the Hong Kong Stock Exchange, and the Company
has renewed the financial products and services framework agreement between the Company and the
Everbright Group on the basis of the 2016 Everbright Group Financial Products and Services Framework
Agreement (the “2018 Everbright Group Financial Products and Services Framework Agreement”) in 2018,
for a term of three years commencing from January 1, 2019 to December 31, 2021.

A. Securities and Financial Products Transactions
The transaction of securities and financial products includes the transaction of various securities
and financial products which are permitted to be traded by regulatory authorities.

The Securities and Financial Products Transactions are conducted through the PRC interbank
bond market and the PRC exchange bond market, exchanges (including stock exchanges, futures
exchanges, Shanghai Gold Exchange and China Foreign Exchange Trade System) and the open-
ended fund market. Such transactions are and will continue to be carried on at the prevailing
market prices in the ordinary and usual course of the Group's business and with high frequency.
The pricing mechanisms of the Securities and Financial Products Transactions depend on the
particular trading venue on which the relevant transaction is carried on.

With respect to the pricing of securities and financial products without direct market quotations,
the Company mainly refers to the quotation information provided by currency brokers. Currency
brokers are entities set up with the approval of the CBIRC and subject to its regulation. Currency
brokers specialize in facilitating transactions including intrafinancial system financing, foreign
exchange transactions, bond transactions and derivative transactions, who charge a commission
from the provision of such brokerage services but do not directly engage in transactions of the
relevant securities and financial products.

For the elaboration of the scope of the Securities and Financial Products Transactions under the
2018 Everbright Group Financial Products and Services Framework Agreement, please refer to the
circular of the 2018 second extraordinary general meeting of the Company dated October 31, 2018.

In accordance with the 2018 Everbright Group Financial Products and Services Framework
Agreement, the annual cap for cash inflow from the transaction of securities and financial products
shall be RMB230,000 million, RMB280,000 million and RMB340,000 million in 2019, 2020 and 2021
respectively; and the annual cap for cash outflow for the transaction of securities and financial
products shall be RMB230,000 million, RMB280,000 million and RMB340,000 million in 2019,
2020 and 2021 respectively. In the first half of 2020, the actual cash inflow from the transaction
of securities and financial products was RMB81.193 billion; and the actual cash outflow for the
transaction of securities and financial products was RMB87.804 billion.
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Securities and Financial Services

Securities and financial services shall cover various securities and financial services permitted by
regulatory authorities and mutually provided by the Group and Everbright Group and its affiliated
parties, including but not limited to the services such as investment banking, brokerage, asset
management, deposit and loan, proxy sales of financial products, insurance, etc. The price of such
securities and financial services shall be determined through fair negotiation and by referring to
the prevailing market price, industrial practice, the interest rate of deposit and loan as determined
and published by the PBOC, and independent third party's price.

Further elaboration of the scope of the securities and financial services provided by the Group
to the Everbright Group and its associates (or such services) under the 2018 Everbright Group
Financial Products and Services Framework Agreement, please refer to the circular of 2018
second extraordinary general meeting of the Company dated October 31, 2018.

In accordance with the 2018 Everbright Group Financial Products and Services Framework
Agreement, the annual cap for the revenue to be gained by the Group for the securities and
financial services provided to Everbright Group and its affiliated parties shall be RMB950.0 million,
RMB1,050.0 million and RMB1,200.0 million in 2019, 2020 and 2021 respectively; and the annual
cap for the expense to be paid by the Group for the securities and financial services provided
by Everbright Group and its affiliated parties shall be RMB250.0 million, RMB290.0 million and
RMB330.0 million in 2019, 2020 and 2021 respectively. In the first half of 2020, the actual revenue
gained by the Group for the securities and financial services provided to Everbright Group and its
affiliated parties was RMB149,513,400, and the actual expense paid by the Group for the securities
and financial services provided by Everbright Group and its affiliated parties was RMB80,803,700.

Under the 2018 Everbright Group Financial Products and Services Framework Agreement, as the
highest applicable percentage ratio based on the relevant annual caps set out above are expected
to be 5% or more on an annual basis, these transactions are subject to the announcement,
reporting, annual review and independent shareholders” approval requirements under Chapter 14A
of the Hong Kong Listing Rules.

Details of the 2018 Everbright Group Financial Products and Services Framework Agreement are
set out in the Company’s announcement dated August 28, 2018 and the circular dated October 31,
2018 on the second extraordinary general meeting of 2018.

The Company had made its application to the Hong Kong Stock Exchange for a waiver from the
strict compliance with the setting a maximum daily deposit balance limit as required by Rule
14A.53 of the Hong Kong Listing Rules and had obtained a waiver letter from the Hong Kong Stock
Exchange on September 14, 2018, waiving the Company from the obligation of setting a maximum
daily deposit balance limit under the 2018 Everbright Group Financial Products and Services
Framework Agreement. For details of the reasons for the Company to apply for such waiver,
please refer to the announcement of the Company dated September 17, 2018.

Pursuant to the requirements of the Notice on Further Strengthening the Relevant Matters
Concerning the Supervision of Related Party Transactions of Securities Companies (Hu Zheng Jian
Ji Gou Zi [2018] No. 198) issued by Shanghai Bureau of CSRC and relevant laws, the Company
conducted special audit on the material related party transactions in 2019. The Company had one
material related party transaction in 2019, which was conducted within the cap agreed under the
related party transaction framework agreement executed between the Company and Everbright
Group, and no abnormal matters came to the attention of the Company.
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VIIl. Guarantees

Unit: 100 million Currency: RMB

External guarantees provided by the Company (excluding guarantees provided for subsidiaries)

Total amount of guarantees provided during the -
Reporting Period
(excluding guarantees provided for subsidiaries)

Total amount of guarantees outstanding at the end of the -
Reporting Period (A)
(excluding guarantees provided for subsidiaries)

Guarantees provided by the Company for subsidiaries

Total amount of guarantees provided for subsidiaries during 5.85
the Reporting Period
Total amount of guarantees provided for subsidiaries 95.38

outstanding at the end of the Reporting Period (B)

Total amount of guarantees provided by the Company (including guarantees provided for subsidiaries)

Total amount of guarantees (A+B) 95.38

Proportion of the total amount of guarantees 18.73%
to the Company’s net assets (%)

Including:

Guarantees provided for shareholders, de facto -
controller and their related parties (C)
Debt guarantees provided directly or indirectly for -
guaranteed objects with a gearing ratio of
over 70% (D)
The guarantees whose total amount exceeds 50% -
of the net assets (E)
Total amount of the above three guarantees (C+D+E) -
Description of guarantees outstanding that -
may be involved in joint and several liabilities
Description of guarantees 1. During the Reporting Period, the Company
has provided the following guarantees: net
capital guarantee for the wholly-owned
subsidiary Everbright Asset Management,
and counter-guarantee to the guarantor
for the loan from the overseas commercial
bank of the wholly-owned subsidiary
EBSHK. As of June 30, 2020, the balance
of such guarantees was approximately
RMB4.067 billion. The guarantees of the
Company's holding subsidiaries mainly
include: the wholly-owned subsidiary
EBSHK and its subsidiaries provided loan
guarantees and financing guarantees for
its subsidiaries, to facilitate their business
operation. As of June 30, 2020, the balance
of such guarantees was approximately
RMB5.471 billion.

2. The guarantee amount incurred was
the amount increased during the year,
excluding the amount decreased during
the year.
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IX. Poverty Alleviation Work of Listed Companies

()

(1

Targeted Poverty Alleviation Plan

2020 is the final year of building a moderately prosperous society in all aspects and fighting a decisive
battle against poverty. The Company actively responded to the national call for poverty alleviation,
and guided by Xi Jinping’'s Thought on Socialism with Chinese Characteristics for a New Era, firmly
implemented the central government's “Four Don'ts” policy. Closely following the requirements of the
CSRC and the SAC's poverty alleviation work initiatives, the Company further increased “three efforts”
such as leadership, investment and target, and increased “three contributions” such as financial poverty
alleviation, industrial poverty alleviation, and people’s livelihood poverty alleviation. The Company also
focused on industrial support and difficult issues of “three guarantees”, and in accordance with the idea
of highlighting precision, highlighting characteristics and highlighting effectiveness, starting with the
issues most needed by local people and most concerned by local governments, implemented targeted
assistance by leveraging on its own advantages and financial attributes and consolidated the results
of poverty alleviation to ensure that the paired assistance regions such as Xintian County in Hunan can
achieve stable poverty alleviation and move towards rural revitalization.

Bearing the spirit of General Secretary Xi Jinping's recent important speech at the decisive battle
against poverty alleviation symposium in mind, the Company formulated the "Poverty Alleviation Work
Plan of Everbright Securities for 2020", focusing on eight aspects “Securities + Industry”, “"Securities
+ Consumption”, “Securities + Capital”, "Securities + Health”, "Securities + Supporting Intelligence”,
“Securities + Education”, "Securities + Party Building” and "Securities + Prompting Ambition”, so as to
continue to promote and improve the “Securities +" targeted poverty alleviation innovation model and
contribute to the country's overall poverty alleviation in 2020.

Summary of Targeted Poverty Alleviation during the Reporting Period

In the first half of 2020, the Company continued to explore new modes of poverty alleviation that are
in line with the characteristics of the industry and local conditions; deepened the comprehensive and
innovative modes of poverty alleviation represented by the “securities +" mode; strengthened poverty
alleviation work through industries, consumption, party building, education, medical treatment and public
welfare.

Through the “production + supply + marketing” approach, the Company supported Xintian County in the
development of featured industries including crops containing selenium; set up Everbright “Sunshine
Care” Critical Illness Insurance Plan for Teachers and Students (JEATEGYRIE | Al A4 8 ARRRE
5F&l) in districts in which we offer one-on-one assistance; organized the trade union of the Company
to continue to purchase featured agricultural products such as rice rich in selenium from Xintian, tea
from Guzhang, navel orange from Ganzhou and mushroom from Hubei in the form of "Spring Festival
Shopping” to achieve poverty alleviation through consumption; and supported rural party branches in
districts in which we offer one-on-one assistance to improve the construction of activities venues and
facilities for grassroots organizations. The Company plans to further consolidate our achievements on the
basis of poverty alleviation of counties we offer one-on-one assistance represented by Xintian County in
Hunan Province, to promote the implementation of the rural revitalization strategy and move toward the
goal of well-off society.
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(Il1) Achievements of Targeted Poverty Alleviation during the Reporting Period

Unit: RMB "0000

Indicator Amount/Status
I. General information
Including: 1. Cash 800
2. Value of goods
3. Number of registered impoverished individuals having 800

cast off poverty (person)
[I. Breakdown
1. Poverty alleviation through economic development
Including: 1.1 Category of poverty alleviation

1.2 Number of programs
1.3 Project investment

1.4 Number of registered impoverished individuals
having cast off poverty (person)
2. Poverty alleviation through transfer employment
Including: 2.1 Vocational training
2.2 Number of vocational training (person/session)
2.3 Number of registered impoverished individuals
employed (person)
3. Poverty alleviation through relocation
Including: 3.1 Relocated households employed (person)
4. Poverty alleviation through education
Including: 4.1 Subsidies to students in need
4.2 Number of sponsored students in need (person)
4.3 Education resources investment in poverty-
stricken regions

5. Poverty alleviation relating to healthcare
Including: 5.1 Healthcare resource investment in poverty-
stricken regions

\ Agriculture and forestry

\ Tourism

[]E-commerce

[]Return on assets

[ Technology

\ Others

1

RMBO0.6 million was invested
in Xintian's soybean
products intensive
processing project

50

RMB478,400 was invested in
infrastructure maintenance
of schools in Menlouxia
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Indicator

Amount/Status

6. Poverty alleviation through ecological protection
Including: 6.1 Project name

6.2 Investment amount

7. Protection for the most impoverished people
Including: 7.1 Subsidies to “three types of left-behind " individuals
7.2 Number of subsidized “three types of left behind”
individuals (person)
7.3 Subsidies to the impoverished disabled
7.4 Number of the subsidized disabled (person)
8. Social poverty alleviation

Including: 8.1 Invested amount of east-west cooperation for
poverty alleviation
8.2 Invested amount to targeted poverty alleviation
tasks
8.3 Invested amount of public poverty alleviation fund

V Implement ecological
protection and
construction

[] Establish ecological
protection compensation
method

[J Set up ecological public
welfare positions

[ Others

1. RMB1.3 million was
invested in Traditional
Ancient Village Renovation
Project in Heshanyan
ORI BB E TR B
HH)

2. RMB1.0 million was
invested in Beautiful
Countryside Construction
Project in Shantianwan
County
(BN SEBAN R
HH)

3. RMB1.0 million was
invested in Environmental
Quality Improvement
Project of the Tail Area of
Jinling Reservoir
(BREKEERRERE
HUETAE)
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Indicator Amount/Status

9. Other projects

Including: 9.1 Number of projects 5
9.2 Invested amount 362.16
9.3 Number of registered impoverished individuals 750
having cast off poverty (person)
9.4 Explanation on other items Power Drainage Project of

Zutingxia Village of
Xinxu Town (¥7iF$H1E =
THRENHRIER),
Newly-built Unincorporated
Villages Pavement (for
Production Use)
Construction Project
of Zhulinping Village in
Menlouxia (P95 T 45
TIAREF A & B A A
EFEEKRIAR), Parking
Space (for Agricultural
Use) Construction Project
of Hujia Community in
Jicun Town (BEH$E#A
FKitEERIFETER
I8 B), Radish-planting
Area Road Hardening
Project of Huanglishan
Village in Jicun Town
(AR RN ALY
EEBEREREIER),
and “Xiaoyuan Conference
Former Site” Party
Member Education Base
Renovation Project
(MNReREIt E8HE
EBEMIELEEE)

Ill. Awards Granted (details and class)

May 2020: Certificate of Honor for Social Forces Assisting Poverty Alleviation and Supervision
(Shanghai One-on-one Assistance and Cooperation Leading Group Office and Yunnan & Shanghai
Poverty Alleviation Cooperation Leading Group Office) (tt @ hEB) N HMEBRE TEEE2EE(LET
HOXHESEIRTIERE AN L ETEHEEERBEKERIEEE/ MAPAE))

June 2020: National Finance Pioneer (Chinese Financial Workers' Union)
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(IV) Substantive Progress of Fulfilling the Social Responsibility of Targeted Poverty
Alleviation

In the first half of 2020, the Company thoroughly studied and implemented the important spirit of General
Secretary Xi Jinping's speech at the Symposium on the Decisive Battle Against Poverty (GREURESAS
EWEREAE), and actively provided all kinds of support. Firstly, focusing on Xintian County in Hunan
Province, we directly invested and introduced assistance funds totaling RMB15 million to advance 10
poverty alleviation projects in cultural tourism, education, party-building, industries and infrastructure,
so as to further consolidate the poverty alleviation achievements of Xintian County (both for villages
and households). Secondly, we actively responded to the nation’s call on assisting Hubei province to
sell unsalable featured agricultural products. The Company coordinated resources to purchase Hubei's
unsalable agricultural products, and has purchased Hubei's unsalable agricultural products valued
RMB200,000. Thirdly, through setting up a “Sunshine Care" Insurance Plan for Poverty Alleviation ([ %
HEAE | IR B ET &), Everbright Securities purchased critical illness insurance for 413,000 teachers
and students in Xintian County of Hunan province, Xingguo County, Xunwu County, Wan'an County of
Jiangxi Province and Xiji County of Ningxia for which we provide one-on-one assistance with premium of
RMB4,136,600 and insured amount of approximately RMB14.5 billion, therefore prevented the teachers
and students from becoming or returning to poverty-stricken because of sickness. Fourthly, we actively
carried out poverty alleviation through consumption, and purchased agricultural products valued
RMB882,500 from poverty-stricken areas (including unsalable agricultural products valued RMB200,000
from Hubei).

(V) Subsequent Targeted Poverty Alleviation Plan

In the second half of 2020, the Company will actively adopt a variety of methods to help enterprises in
poverty-stricken areas to obtain financing, and strive to provide various financing services in IPO, NEEQ,
green bonds (including asset securitization products) and innovative and entrepreneurial corporate
bonds; continue to implement the targeted poverty alleviation initiatives of "One Company, One County”
(—a]—%), actively promote the implementation of 10 poverty alleviation projects in Xintian County,
including poverty alleviation through cultural and tourism, poverty alleviation through education, poverty
alleviation through Party building, poverty alleviation through industries, and poverty alleviation through
infrastructure; continuously explore long-term mechanisms for targeted poverty alleviation in accordance
with local actual situation to assist in getting rid of poverty in the region and contribute to wining the
tough war against poverty.

Dealing in Securities by Directors and Supervisors

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers (the
“Model Code”) set out in Appendix 10 to the Hong Kong Listing Rules as the code of conduct for Directors and
supervisors of the Company regarding securities transactions by the Directors and supervisors. The Company,
having made specific enquiries to all Directors and supervisors, confirmed that they had been in compliance
with the requirements of the Model Code during the Reporting Period. The Company has also formulated
guidelines, at least as strict as the Model Code, on transactions of the Company's securities for relevant
employees (as defined in the Hong Kong Listing Rules). During the Reporting Period, the Company has not found
any employee violating the said guidelines.

The Board will examine the corporate governance and operation of the Company from time to time to ensure
that the Company complies with the relevant requirements of the Hong Kong Listing Rules and protect the
interests of Shareholders.
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Xl. Description of Other Significant Events

1.

Accounting-related Information

1.1 Analysis and explanation of causes and effects of changes in terms of
accounting policies, accounting estimates or accounting methods by the
Board

The Proposal on the Changes of Accounting Policies of the Company was considered and approved
at the 26th meeting of the fifth session of the Board of the Company, which has changed the
presentation basis of segment reporting in periodic reports by reclassifying the original five
business segments into six business segments. This change does not affect the data in the
financial statement and its presentation, and only affects the presentation of segment reports. For
details, please refer to the announcement No. Lin 2020-089 dated August 27, 2020 published on
the website of the SSE, the announcement dated August 26, 2020 published on the website of the
Hong Kong Stock Exchange and “Note 2. Basis of preparation and changes on accounting policies”
to the condensed consolidated financial statements.

1.2 Analysis and explanation of the causes and effects of corrections of
significant errors in the previous period by the Board

During the Reporting Period, there was no matter in relation to corrections of significant errors in
the previous period of the Company.

Review by the Audit Committee

The Audit Committee of the Board has reviewed and confirmed the Company's interim report on Review
of Interim Financial Statements which is disclosed in accordance with the International Accounting
Standards for the six months ended June 30, 2020, and has no objection against matters including the
accounting policies and practices adopted by the Company.

Corporate Governance

During the Reporting Period, the Company strictly complied with the Corporate Governance Code and
Corporate Governance Report under Appendix 14 of the Hong Kong Listing Rules and fully abided by
all applicable provisions under the Corporate Governance Code and met the requirements of most
Recommended Best Practices set out in the Corporate Governance Code.

XIl. Other Significant Events and Subsequent Events

()

Relevant events of litigations disclosed in the provisional announcements

For details on the Company's case against Dewei Investment Group Co., Ltd. (BEIEEEEGR R F])
and a person surnamed Zhou, stock pledge clients, please refer to the “Announcement on Litigation”
(Announcement No. Lin 2020-048 dated April 30, 2020 published on the website of SSE and the
announcement dated April 30, 2020 published on the website of the Hong Kong Stock Exchange).

For details on the Company's case against Shihezi Ruichen Equity Investment Partnership (Limited
Partnership) (A FminERERESELZE (BRA%)), a margin financing and securities lending
client, please refer to the "Announcement on Litigation” (Announcement No. Lin 2020-002 dated January
7, 2020 published on the website of SSE and the announcement dated January 7, 2020 published on the
website of the Hong Kong Stock Exchange). To date, the Company has recovered approximately RMB37.92
million through liquidation in the secondary market.
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For details on the Company's case against Shihezi Ruichen Equity Investment Partnership (Limited
Partnership) (/A FHEREREASEZELE(BRAH)), a stock pledge client, please refer to the
“Announcement on the Progress of the Litigation” (Announcement No. Lin 2020-061 dated June 10, 2020
published on the website of SSE and the announcement dated June 10, 2020 published on the website of
the Hong Kong Stock Exchange). Shihezi Ruichen Equity Investment Partnership has filed an appeal and
the second instance trial is currently in progress.

Relevant events of litigations disclosed in previous years and in progress during
the Reporting Period

The Company's case against its stock pledge client surnamed Cui has been disclosed in “(lll) Relevant
events of litigations disclosed in previous years and in progress during the Reporting Period” under
Section V “Significant Events” of the Company's 2019 annual report. Currently, an application is made to
the court for enforcement of the case.

The Company submitted arbitration applications to China International Economic and Trade Arbitration
Commission against Guo Fu Futures Co. Ltd.* (EIEHIEHBR/AF]) and to the Shanghai International
Economic and Trade Arbitration Commission against Shanghai Yuben Enterprise Management Co., Ltd.”
(B ARPEEEBR/AT]) and a person surnamed Teng, over disputes on financial derivatives trading
contracts. The cases have been disclosed in “(Ill) Relevant events of litigations disclosed in previous years
and in progress during the Reporting Period” under Section V “Significant Events” of the Company’s 2019
annual report. Applications have been made to the court for enforcement of such case. Currently, the
case of Guo Fu Futures and Shanghai Yuben Enterprise Management Co., Ltd.* ( E/8HAMEETEAR A
A]) as the respondents have been concluded upon the completion of execution of judgement.

The Company’'s case against its margin financing and securities lending client surnamed Yin has been
disclosed in the section headed “XI. Other Significant Events and Subsequent Events” under Section V
“Significant Events” of the Company’s 2019 interim report. The first trial judgment regarding the case has
been issued with the court ordering Yin to return the financing principal of approximately RMB24,020,000
and pay the accrued financing interests, default interests and other fees. The case has now been filed
with the court for enforcement. Details of the Company’s lawsuit against Dalian Jinma Shoppingmall
Enterprise Group Co. Ltd. (RESIFEMEEEEBRAF]) on a bond transaction dispute has been
disclosed in “(lll) Relevant events of litigations disclosed in previous years and in progress during the
Reporting Period” under Section V “Significant Events” of the Company’'s 2019 annual report. At present,
the case has been filed with the court for enforcement.

The Company's case against its stock pledge client surnamed Yin has been disclosed in the section
headed “XI. Other Significant Events and Subsequent Events” under Section V “Significant Events” of the
Company's 2019 interim report. Currently, a notice of conclusion of execution has been received from the
court.

The Company’s case against Dalian Jinma Shoppingmall Enterprise Group Co., Ltd. (KB & I
£EAEMRAF]) in a bond transaction dispute has been disclosed in “(Ill) Relevant events of litigations
disclosed in previous years and in progress during the Reporting Period” under Section V “Significant
Events” of the Company's 2019 annual report. Currently, an application is made to the court for
enforcement of the case.
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Relevant events of additional litigations during the Reporting Period and after
the Reporting Period

On May 7, 2020, a person surnamed Zheng filed a lawsuit to the High Court of Hong Kong against a
person surnamed Situ and Sun Hung Kai Investment Services Limited over the misrepresentation in sales
of bonds with an amount involved of approximately HK$13,700,000. Currently, the case has been accepted
by the High Court of Hong Kong.

On June 1, 2020, Everbright Capital filed a lawsuit to the People's Court of Jing'an District of Shanghai
against Huzhou Chengzhi Industrial Co., Ltd. (MNE2EEEBRAF]) and Zhejiang Roomeye
Energy-Saving Technology Co., Ltd. (iTﬁflfﬁ”%Eﬂﬁﬁﬁ‘éﬂ?ﬁiﬂx@ﬁﬁﬁ@Ej) on a dispute over the stock
repurchase contract with an amount involved of approximately RMB15,350,000. The case has been
accepted by the People's Court of Jing'an District of Shanghai.

On July 2, 2020, Everbright Leasing filed a lawsuit to the People's Court of Pudong New Area of Shanghai
against Hanbang (Jiangyin) Petrochemical Co., Ltd CEFH (IR)A(EBR AT, Jiangyin Chengxing
Industrial Group Co., Ltd. (T ZXEEE%’EIEEE 7)) and surnamed Li on a dispute over the finance
lease contract with an amount involved of approxmately RMB49,270,000. The case has been accepted by
the People's Court of Pudong New Area of Shanghai.

On July 27, 2020, China Everbright Securities (HK) Limited filed a counterclaim against a former broker
surnamed Zhang, claiming that Zhang should be responsible for the amount owed by clients served or
referred by him/her of approximately HK$39,850,000. Zhang had previously filed a lawsuit against China
Everbright Securities (HK) Limited at the High Court of Hong Kong, claiming a brokerage commission of
approximately HK$7,000,000.

Important events in relation to wholly-owned subsidiaries

Everbright Jinhui Asset Management Co., Ltd. (Shanghai) Co., Ltd. ("Everbright Jinhui”), a subsidiary of the
Everbright Capital, serves as the executive partner of JinXin Investment Consultancy Partnership (Limited
Partnership) (“Jinxin Fund”). The MPS project invested by Jinxin Fund failed to exit as originally planned.
China Merchants Bank Co., Ltd. and Shanghai Hua Rui Bank Co., Ltd. ("Huarui Bank”), the interested
parties of two senior-tranche partners of JinXin Fund, filed lawsuits against Everbright Capital over
other contract disputes related to the Shortfall Makeup Letter. Everbright Capital has received the civil
judgment for the first instance trial. At present, Everbright Capital has filed an appeal, and the relevant
litigation is still in the process of performing judicial procedures. Huarui Bank filed an arbitration
against Everbright Jinhui on the same matter. Shenzhen Hengxiang Equity Investment Fund LLP (Limited
Partnership) applied for arbitration against Everbright Jinhui, Baofeng (Tianjin) Investment Management
Co., Ltd. and Shanghai Qunchang Financial Service Company Limited due to the private equity investment
contract dispute, and the above-mentioned arbitration has received the arbitral award. Based on the
latest development in related litigation and arbitration, the Company has made corresponding provisions
for estimated liabilities and asset impairment for the above matters. The Company will continue to pay
attention to the progress and results of this matter, continue to evaluate the final specific results and
responsibility that need to be undertaken, and perform related information disclosure obligations. (For
details, please refer to the announcements No. Lin 2019-008, No. Lin 2019-012, No. Lin 2019-016, No. Lin
2019-037, No. Lin 2019-051, No. Lin 2020-015, No. Lin 2020- 049, No. Lin 2020-051 and No. Lin 2020-080
published on the website of the SSE by the Company, and the announcements dated February 1, 2019,
March 2, 2019, March 20, 2019, May 31, 2019, August 27, 2019, January 22, 2020, May 3, 2020, May 11,
2020 and August 9, 2020 published on the website of the Hong Kong Stock Exchange by the Company and
Note 13 to the condensed consolidated financial statements.)

On June 4, 2020, the Shanghai Stock Exchange issued the Decision on Circulating a Notice of Criticism
on Everbright Securities Co., Ltd. and Relevant Responsible Persons (a letter of disciplinary decision of
the SSE [2020] No. 55), due to inaccurate disclosure of 2018 annual performance forecast, huge absolute
values of differences and untimely correction.

In 2015, EBSHK acquired the 70% equity interest of SHKFGL, a subsidiary of Sun Hung Kai & Co. Limited,
from Sun Hung Kai & Co. Limited. According to the relevant agreement, Sun Hung Kai & Co. Limited has
been granted a put option and relevant rights in respect of the remaining 30% shares, which may be
exercised according to the terms specified in the agreements within the period from June to December of
2020. During the Reporting Period, EBSHK is communicating and negotiating with the other party on the
put option and related matters, and will conduct corresponding consideration and approval procedures
according to the negotiation in due course and disclose the development timely.
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l. Particulars about Shareholders

()

(1

Total number of shareholders

As of the end of the Reporting Period, the total number of shareholders of ordinary shares was 112,303,
of which 112,120 were holders of A Shares and 183 were registered holders of H Shares.

Shareholding of top ten shareholders and top ten holders of tradable shares
(or holders of shares without selling restrictions) as of the end of the Reporting
Period

Unit: Shares

Shareholding of top ten shareholders

Changes in Number of Pledged or frozen shares
the number shares held  Percentage
of shares as of the of the Number of

Name of during the end of the issued  shares held

shareholders Reporting Reporting shares  with selling Status of ~ Number of Nature of

(Full name) Period Period (%) restrictions shares shares  shareholders

China Everbright Group Ltd. 0 1,159,456,183 25.15 - Nil - State-owned
legal person

China Everbright Limited 0 982,250,000 21.30 - Nil - Foreign
legal person

HKSCC Nominees Limited 4,200 703,639,100 15.26 Unknown Unknown

Pingan Dahua Fund - Pingan Bank (6,220,000) 141,298,447 3.06 - Nil - Others

- Ping An Bank Company Limited

China Securities Finance Corporation Limited 0 137,863,472 299 - Nil - Others

HKSCC Limited 17,337,898 83,890,907 182 - Nil - Unknown

China Great Wall Asset Management Co., Ltd. 0 h4,978,619 119 - Nil - State-owned
legal person

Central Huijin Asset Management Ltd. 0 37,568,900 0.81 - Nil - State-owned
legal person

China Construction Bank Corporation - Guotai 6,935,076 27,080,039 0.59 - Nil - Others

CSI Al Share Securities Company
Trading Index Securities Investment
Open-ended Fund
CBC Credit Suisse Fund - Agricultural Bank 0 24,431,977 0.53 - Nil - Others
of China - ICBC Credit Suisse CSI
Financial Asset Management Plan
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Shareholding of top ten shareholders without selling restrictions

Name of shareholders (Full name)

Number of tradable Type and number of shares
shares held without
selling restrictions Type Number

China Everbright Group Ltd.
China Everbright Limited
HKSCC Nominees Limited

Pingan Dahua Fund - Pingan Bank
- Ping An Bank Company Limited

China Securities Finance Corporation Limited

HKSCC Limited

China Great Wall Asset Management Co.,Ltd.

Central Huijin Asset Management Ltd.

China Construction Bank Corporation - Guotai CSI All Share
Securities Company Trading Index Securities Investment
Open-ended Fund

ICBC Credit Suisse Fund - Agricultural Bank of China - ICBC
Credit Suisse CSI Financial Asset Management Plan

Description of the connected relationships or action in
concert between the above shareholders

1,159,456,183  RMB ordinary shares ~ 1,159,456,183

982,250,000  RMB ordinary shares 982,250,000

703,639,100 Overseas listed foreign 703,639,100
shares

141,298,447 RMB ordinary shares 141,298,447

137,863,472 RMB ordinary shares 137,863,472
83,890,907  RMB ordinary shares 83,890,907

54,978,619  RMB ordinary shares 54,978,619
37,568,900  RMB ordinary shares 37,568,900
27,080,039  RMB ordinary shares 27,080,039
24,631,977  RMB ordinary shares 24,431,977

Central Huijin Asset Management Ltd. is a wholly-owned subsidiary
of Central Huijin Investment Ltd., which holds 55.67% equity
interest in China Everbright Group Ltd. China Everbright Limited
is a controlled subsidiary of China Everbright Holdings Company
Limited, a wholly-owned subsidiary of China Everbright Group Ltd.
Save for the above, the Company is unaware of any connected
relationships or action in concert between the above shareholders.

Note 1: Among the H shareholders of the Company, HKSCC Nominees Limited held the H Shares on behalf of the

non-registered shareholders.

Note 2: HKSCC Limited is the nominee holder of the Shanghai-Hong Kong Stock Connect shares.
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Substantial Shareholders and Other Persons’ Interests and Short

Positions in the Shares and Underlying Shares

As of June 30, 2020, so far as the Directors, having made reasonable enquiries, are aware, the following parties
(other than the Directors, Supervisors or chief executive of the Company) had an interest or short position in the
shares or underlying shares, which is required to be disclosed to the Company under the provisions of Divisions
2 and 3 of Part XV of the SFO and has been entered in the register kept by the Company according to section
336 of the SFQO:

Percentage of
total issued
Number of Percentageof A Shares/
corresponding  total issued H Shares
shares of the  shares of the of the
Nature of Company held®  Company®  Company®  Long position/
No. Name of substantial shareholders’ Type of share interests (share) (%) (%) short position
1 Central Huijin Investment Ltd. A Share Interests in controlled 37,568,900 0.81 096 Long Position
(RRESRERREMLLA) corporation’
A Share Interests in controlled 2,141,706,183 46.45 5482 Long Position
corporation’
2,179,275,083 4726 5578 Long Position
2 Central Huijin Asset Management Limited A Share Beneficial owners 37,568,900 081 0.96  Long Position
(PRESEEERERAMALR)
3 China Everbright Group Ltd. A Share Beneficial owners 1,159,456,183 25.15 29.68  Long Position
(REXASERAAA) A Share Interests in controlled 982,250,000 2130 2514 Long Position
corporation®
2,141,706,183 46,45 5482 Long Position
4 China Everbright Holdings Company Limited A Share Interests in controlled 982,250,000 21.30 25.14  Long Position
(REXAEEERAT) corporation’
b Datten Investments Limited A Share Interests in controlled 982,250,000 21.30 25.14  Long Position
corporation’
b Honorich Holdings Limited A Share Interests in controlled 982,250,000 21.30 25.14  Long Position
corporation’
7 China Everbright Limited A Share Beneficial owners 982,250,000 21.30 25.14  Long Position
(REAABRERAR
8 China State Construction Engineering Corporation H Share Interests in controlled 138,812,800 301 1972 Long Position
corporation®
9 China State Construction Engineering H Share Interests in controlled 138,812,800 301 1972 Long Position
Corporation Limited (FERERFERAT) corporation*
10 CSCEC Capital (Hong Kong) Limited H Share Beneficial owners 138,812,800 301 1972 Long Position
1 China Shipbuilding Capital Limited H Share Beneficial owners 138,588,800 301 19.68  Long Position
(PERMERERAT
12 Hengjian International Investment Holding H Share Beneficial owners 131,344,200 2.8 18.65  Long Position
{Hong Kong) Limited
(BRERRARR (BE) ARAA
13 Guangdong Hengjian Investment Holding Co., Ltd H Share Interests in controlled 131,344,200 285 18.65  Long Position

(ERERRAZRARLR)

corporation®
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Notes:

1. Central Huijin Investment Ltd. held 100% of the total issued share capital in Central Huijin Asset Management Limited.
Accordingly, Central Huijin Investment Ltd. is deemed to be interested in Central Huijin Asset Management Limited's
interest in the Company under the SFO.

2. Central Huijin Investment Ltd. held a 55.67% interest in China Everbright Group Ltd. Accordingly, Central Huijin
Investment Ltd. is deemed to be interested in China Everbright Group Ltd.'s interest in the Company under the SFO.

3. Honorich Holdings Limited and Everbright Investment and Management Limited (X AR EEIEAHBR A F)) held 49.386%
and 0.358% of the total issued share capital in China Everbright Limited, respectively; Datten Investments Limited
held 100% of the total issued share capital in Honorich Holdings Limited; China Everbright Holdings Company Limited
held 100% of the total issued share capital in Datten Investments Limited and Everbright Investment and Management
Limited; China Everbright Group Ltd. held 100% of the total issued share capital in China Everbright Holdings Company
Limited. Accordingly, each of the China Everbright Group Ltd., China Everbright Holdings Company Limited, Datten
Investments Limited and Honorich Holdings Limited is deemed to be interested in China Everbright Limited's interests
in the Company under the SFO.

4. China State Construction Engineering Corporation Limited held 100% of the total issued share capital in CSCEC Capital
(Hong Kong) Limited; China State Construction Engineering Corporation held 56.26% of the total issued share capital
in China State Construction Engineering Corporation Limited. Accordingly, China State Construction Engineering
Corporation Limited and China State Construction Engineering Corporation are deemed to be interested in CSCEC
Capital (Hong Kong) Limited's interests in the Company under the SFO.

5. Guangdong Hengjian Investment Holding Co., Ltd held 100% of the total issued share capital in Hengjian International
Investment Holding (Hong Kong) Limited. Accordingly, Guangdong Hengjian Investment Holding Co., Ltd. is deemed to
be interested in Hengjian International Investment Holding (Hong Kong) Limited's interest in the Company under the
SFO.

6. As of June 30, 2020, the total issued shares of the Company were 4,610,787,639, of which 3,906,698,839 were A
Shares and 704,088,800 were H Shares.

7. Under Part XV of the SFO, disclosure of interest forms shall be submitted by shareholders of the Company
upon satisfaction of certain conditions. If there are changes in the shareholders’ shareholdings in the Company,
shareholders are not required to inform the Company and the Hong Kong Stock Exchange, except where certain
conditions have been satisfied. Therefore, there could be a difference between the substantial shareholders’ latest
shareholdings in the Company and the information on their shareholdings submitted to the Hong Kong Stock
Exchange. Information set out in the above table is based on the disclosure of interests forms submitted by the
relevant shareholders.

Save as disclosed above, as of June 30, 2020, the Company was not aware of any other person (other than the
Directors, Supervisors and chief executive of the Company) having any interests or short positions in the shares
or underlying shares of the Company which are required to be recorded in the register pursuant to Section 336
of the SFO.
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SECTION VI CHANGES IN ORDINARY SHARES AND PARTICULARS ABOUT SHAREHOLDERS

IV.

Directors’, Supervisors’ and Chief Executive’'s Interests and Short
Positions in Shares, Underlying Shares or Debentures of the Company

and its Associated Corporations

As of June 30, 2020, none of the Directors, Supervisors or chief executive of the Company had any interests
and/or short positions in the shares, underlying shares or debentures of the Company or any associated
corporations (within the meaning of Part XV of the SFO) which shall be notified to the Company and the Hong
Kong Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and/or short
positions which are taken or deemed to be held under such provisions of the SF0), or which would be required,
pursuant to the Model Code for Securities Transactions by Directors of Listed Issuers contained in Appendix
10 to the Hong Kong Listing Rules to be notified to the Company and the Hong Kong Stock Exchange or which
would be required, pursuant to section 352 of the SFO, to be recorded in the register referred to therein.

At no time was the Company, its holding company, any of its subsidiaries or fellow subsidiaries a party to any
arrangements during the Reporting Period to enable the directors of the Company, including their spouses and
children under 18 years of age, to acquire any interests by means of the acquisition of shares in, or debentures
of, the Company or any other body corporates.

Repurchase, Sale or Redemption of the Listed Securities of the Company
and Its Subsidiaries

During the Reporting Period, neither the Company nor any of its subsidiaries has repurchased, sold or redeemed
any listed securities of the Company or its subsidiaries.

Preference Shares

During the Reporting Period, the Company did not have any matters relating to preference shares.
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Changes in Shareholding and Remuneration

The Directors, Supervisors and senior management of the Company did not hold any shares of the Company.
During the Reporting Period, there were no changes in the shareholding. The Directors, Supervisors and senior
management of the Company were not granted any equity incentives by the Company.

Changes in Directors, Supervisors and Senior Management of the

Company

Name Position Change
Liu Qiuming Executive Director, President Appointed
Fang Ye Chief Information Officer Appointed
Liang Chunliang Business Line Director Appointed
Meng Xiangkai Non-executive Director Resigned
Sun Wengiu Supervisor Resigned

On January 16, 2020, as considered and approved at the 19th meeting of the fifth session of the Board of the
Company, Mr. Liu Qiuming was elected to be the president of the Company. On March 3, 2020, as considered
and approved at the first extraordinary general meeting of the Company in 2020, Mr. Liu Qiuming was elected
as an executive Director of the Company. The appointment of Mr. Liu Qiuming as an executive Director and the
president of the Company became effective from March 13, 2020.

On April 17, 2020, as considered and approved at the 23rd meeting of the fifth session of the Board of the
Company, Mr. Fang Ye was elected to be the Chief Information Officer of the Company. The appointment of Mr.
Fang Ye took effect from the date of the consideration and approval by the Board of Directors of the Company.

On April 17, 2020, as considered and approved at the 23rd meeting of the fifth session of the Board of the
Company, Mr. Liang Chunliang was elected to be the Business Line Director of the Company. The appointment of
Mr. Liang Chunliang took effect from the date of the consideration and approval by the Board of Directors of the
Company.

On June 4, 2020, the board of directors of the Company received a letter of resignation from a non-executive
director of the Company from Mr. Meng Xiangkai due to personal work adjustment. The resignation became
effective from the date when the resignation letter was delivered to the Board.

On June 23, 2020, the Supervisory Committee of the Company received a written letter of resignation from a
supervisor of the Company from Mr. Sun Wengiu due to personal work adjustment. Mr. Sun Wengiu's resignation
came into effect upon the date on which the delivery of his resignation to the supervisory committee of the
Company.
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As at the date of this report, the Board comprised the following 11 Directors:

Mr. Yan Jun (BI#) (Chairman, Executive Director)

Mr. Liu Qiuming (21X BH) (Executive Director)

Mr. Song Bingfang (R/@77) (Non-executive Director)

Mr. Yin Lianchen (BU#R) (Non-executive Director)

Mr. Chan Ming Kin (EREBEZ) (Non-executive Director)

Mr. Xue Keqing (B 7 B) (Non-executive Director)

Mr. Xu Jingchang (%48 &) (Independent Non-executive Director)

Mr. Xiong Yan (B&48) (Independent Non-executive Director)

Mr. Li Zheping (Z2# ) (Independent Non-executive Director)

Mr. Au Sing Kun (2 ##)) (Independent Non-executive Director)

Mr. Wang Yong (£ &) (Independent Non-executive Director)
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IV.

VI.

Significant Changes in Directors’ and Supervisors’ Information

Pursuant to Rule 13.51B of the Hong Kong Listing Rules, there were no other material changes to the relevant
information in respect of the Directors and Supervisors during the Reporting Period.

Description of the Directors’ and Supervisors’ Service Contracts

Pursuant to Rules 19A.54 and 19A.55 of the Hong Kong Listing Rules, the Company entered into contracts with
the Directors and Supervisors in respect of, among others, compliance with the relevant laws and regulations
and observing the Articles of Association and the provisions on arbitration. Save as disclosed above, the
Company has not entered, and does not propose to enter, into any service contracts with any Directors or
Supervisors of the Company in their respective capacities as Directors/Supervisors (except for contracts which
expire within one year or may be terminated by the employer within one year without payment of compensation
(other than statutory compensation)).

Employees and Remuneration Policy

As of the end of the Reporting Period, the Group had 8,913 employees (including 2,551 brokers), among which,
the parent company had 7,049 employees and first-level wholly-owned and holding subsidiaries had 1,864
employees.

The Company adheres to implementing the MD rank-based rank wage system with market competitiveness
according to marketization principle. The staff income consists of three parts, i.e. wages, performance and
benefits. Wages are determined based on the MD rank where a staff is at, his/her qualifications, competencies,
performance, etc. Performance is determined based on individual, departmental and corporate levels. The
Company provides its staff with a full range of benefits in accordance with national and local laws and
regulations. In terms of statutory benefits, the Company provides pension insurance, medical insurance,
unemployment insurance, work injury insurance, maternity insurance, housing provident fund and paid annual
leave etc., to employees. In terms of supplementary benefits, the Company has established an enterprise
annuity plan as a supplementary employee pension insurance system in order to reduce the income gap of
employees before and after retirement and improve the quality of their lives after retirement. In addition, the
Company also provides employees and their children with supplementary commercial insurance and annual
medical examination as well as other benefits to ensure that employees have a healthy body and quality lives.

The Company implements a risk reserve system with both incentives and constraints to control risks and thus
promote continuous and steady operation of the Company. The Company follows industry direction and adjusts
salary structure and level in a timely manner, so as to provide employees with competitive remuneration and
benefits in the industry and thus achieve the objectives of “attracting talent, retaining talent and motivating
talent”.

According to the relevant regulations, the premiums and welfare benefit contributions borne by the Company
are calculated regularly on a certain percentage of the remuneration cost and paid to the relevant labor and
social welfare authorities. The Company shall not withdraw or utilize its fund contribution made to the defined
contribution plans under any circumstance.

Training Plan

The Company continues enriching and improving the hierarchical education and training system, and
formulating and implementing annual training plans according to the requirement of deepen reform of the
Group and the strategic plans of the Company, adhering to the guidance of the party building and the direction
of value creation, focusing on the development of talent pool and organizational capacity and in consideration
of the characteristics of employee career development. Content combined with party building, leadership,
innovative thinking for the training courses to enhance strategic adjustment acumen and rapid response
capabilities to the business changes of the Company and build an experience-sharing platform between
headquarters and branches to improve the professional competence and comprehensive quality of employees in
all aspects. The Company made full use of internal and external and Internet resources and adopt the training
form combining online and offline study to enrich staff learning opportunities.
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I. Overview of Corporate Bonds

Outstanding corporate bonds as at the date of approval for the publication of this interim report are as follows:

Unit: 100 million Currency: RMB

66

Balance of Interest Principal and interest Places of

Bond name Abbreviation Code Issue date Date of expiry bonds  rate (%) payment method transaction

1762 EBS Public Offering 17EVERBRIGHT 143155 July 4, 2017 July 4, 2022 15 470 Payment of interest on SSE
Corporate Bonds (First Tranche) SECURITIES G2 a yearly basis
(Type 2)

1763 EBS Public Offering 1TEVERBRIGHT 143325 Qctober 16,2017 October 16, 2020 41 480 Payment of interest on SSE
Corporate Bonds (Second Tranche) SECURITIES G3 a yearly basis
(Type 1)

1764 EBS Public Offering 1TEVERBRIGHT 143326 October 16,2017 October 16, 2022 16 490 Payment of interest on SSE
Corporate Bonds (Second Tranche) SECURITIES G4 a yearly basis
(Type 2)

1862 EBS Public Offering Corporate T8 EVERBRIGHT 143576 April 18,2018 April 18, 2021 3 478 Payment of interest on SSE
Bonds (First Tranche) (Type 2) SECURITIES 62 a yearly basis

1806 EBS Non-public Offering Corporate 18 EVERBRIGHT 150585 July 30, 2018 July 30, 2021 40 467 Payment of interest on SSE
Bonds (Third Tranche) (Type 2) SECURITIES 06 a yearly basis

1863 EBS Public Offering Corporate T8 EVERBRIGHT 143652 September 26, 2018  September 26, 2021 28 430 Payment of interest on SSE
Bonds (Second Tranche) (Type 1) SECURITIES 63 a yearly basis

18C1 EBS Non-public Offering 18 EVERBRIGHT 150942 December 13,2018  December 13, 2021 30 430 Payment of interest on SSE
Subordinated Bonds (First Tranche) SECURITIES C1 a yearly basis

1901 EBS Non-public Offering Corporate 19 EVERBRIGHT 151115 January 22,2019 January 22, 2022 30 388 Payment of interest on SSE
Bonds (First Tranche) SECURITIES 01 a yearly basis

1902 EBS Non-public Offering Corporate 19 EVERBRIGHT 162002 August 22, 2019 August 22, 2022 30 375 Payment of interest on SSE
Bonds (Second Tranche| SECURITIES 02 a yearly basis

2001 EBS Non-public Offering 20 EVERBRIGHT 162950 January 16,2020 January 14, 2021 30 3.30° Payment of principal and SSE
Short-Term Corporate Bond SECURITIES D1 interest at maturity
(First Tranche)

20F1 EBS Non-public Offering Corporate 20 EVERBRIGHT 166222 March 9, 2020 March 9, 2023 30 319 Payment of interest on SSE
Bonds (First Tranche) SECURITIES F1 a yearly basis
(Epidemic prevention bond)

2061 EBS Public Offering Corporate 20 EVERBRIGHT 163641 June 22, 2020 June 22, 2023 15 310 Payment of interest on SSE
Bonds (First Tranche) (Type 1) SECURITIES 61 ayearly basis

2063 EBS Public Offering Corporate 20 EVERBRIGHT 163731 July 14, 2020 July 14,2023 37 360 Payment of interest on SSE
Bonds (Second Tranche) (Type 1) SECURITIES G3 a yearly basis

20Y1 EBS Public Offering Perpetual 20 EVERBRIGHT 175000 August 17, 2020 August 17, 2025 2 4,40 Payment of interest on SSE
Subordinated Bonds (First Tranche) SECURITIES Y1 a yearly basis
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The principal and interest on 18 EVERBRIGHT SECURITIES 02 were paid on January 20, 2020 and delisted from
the SSE Integrated Electronic Platform for Fixed-income Securities. Please refer to the announcement No. Lin
2020-012 dated January 21, 2020 published on the website of the SSE and the announcement dated January 21,
2020 published on the website of the Hong Kong Stock Exchange for details.

The principal and interest on 17 EVERBRIGHT SECURITIES 04 were paid on February 14, 2020 and delisted from
the SSE Integrated Electronic Platform for Fixed-income Securities. Please refer to the announcement No. Lin
2020-020 dated February 15, 2020 published on the website of the SSE and the announcement dated February
15, 2020 published on the website of the Hong Kong Stock Exchange for details.

The principal and interest on 17 EVERBRIGHT SECURITIES 06 were paid on April 27, 2020 and delisted from
the SSE Integrated Electronic Platform for Fixed-income Securities. Please refer to the announcement No. Lin
2020-045 dated April 28, 2020 published on the website of the SSE and the announcement dated April 28, 2020
published on the website of the Hong Kong Stock Exchange for details.

The principal and interest on 17 EVERBRIGHT SECURITIES G1 were paid on July 6, 2020 and delisted from the
SSE Integrated Electronic Platform for Fixed-income Securities.

The principal and interest on 18 EVERBRIGHT SECURITIES 05 were paid on July 30, 2020 and delisted from the
SSE Integrated Electronic Platform for Fixed-income Securities.

17 EVERBRIGHT SECURITIES G2, 17 EVERBRIGHT SECURITIES G3, 17 EVERBRIGHT SECURITIES G4, 18
EVERBRIGHT SECURITIES G2, 18 EVERBRIGHT SECURITIES G3, 20 EVERBRIGHT SECURITIES G1, 20 EVERBRIGHT
SECURITIES G3 and 20 EVERBRIGHT SECURITIES Y1 are targeted at professional investors for public offering.

The remaining bonds for each tranche are targeted at professional investors for non-public offering.

Please refer to Note 50 to the condensed consolidated financial statements in this report for details of
information on the existing bonds of Company’s subsidiaries during the Reporting Period.
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Il. Contact Persons and Contact Methods of Corporate Bonds Trustee,
Contact Methods of Credit Rating Agency

Name China Chengxin International Credit Rating Co., Ltd.
Credit rating agency Office address Building 6, Galaxy SOHQO, No.2 Nanzhugan Hutong,

Chaoyangmennei Street, Dongcheng District, Beijing

Abbreviation Code Trustee manager Credit rating agency

17 EVERBRIGHT SECURITIES G2 143155.5H Guotai Junan Securities China Chengxin International
Credit Rating Co., Ltd.

17 EVERBRIGHT SECURITIES G3 143325.5H Guotai Junan Securities China Chengxin International
Credit Rating Co., Ltd.

17 EVERBRIGHT SECURITIES G4 143326.5H Guotai Junan Securities China Chengxin International
Credit Rating Co., Ltd.

18 EVERBRIGHT SECURITIES G2 143576.SH Guotai Junan Securities China Chengxin International
Credit Rating Co., Ltd.

18 EVERBRIGHT SECURITIES G3 143652.5H Guotai Junan Securities  China Chengxin International
Credit Rating Co., Ltd.

18 EVERBRIGHT SECURITIES 06 150585.5H Industrial Securities No rating required for non-public
offering of bonds
18 EVERBRIGHT SECURITIES C1 150942.SH China Galaxy Securities  No rating required for non-public
offering of bonds
19 EVERBRIGHT SECURITIES 01 151115.SH Industrial Securities No rating required for non-public
offering of bonds
19 EVERBRIGHT SECURITIES 02 162002.SH Industrial Securities No rating required for non-public
offering of bonds
20 EVERBRIGHT SECURITIES D1 162950.5H Soochow Securities No rating required for non-public
offering of bonds
20 EVERBRIGHT SECURITIES F1 166222.SH China Merchants No rating required for non-public
Securities offering of bonds
20 EVERBRIGHT SECURITIES G1 163641.5H China Merchants China Chengxin International
Securities Credit Rating Co., Ltd.
20 EVERBRIGHT SECURITIES G3 163731.SH China Merchants China Chengxin International
Securities Credit Rating Co., Ltd.
20 EVERBRIGHT SECURITIES Y1 175000.5H CITIC Securities China Chengxin International

Credit Rating Co., Ltd.
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The contact persons and contact methods of the above trustee managers are set out as follows:

Bond trustee manager

Bond trustee manager

Bond trustee manager

Bond trustee manager

Bond trustee manager

Bond trustee manager

Name

Office address
Contact person
Telephone

Name

Office address
Contact person
Telephone

Name

Office address
Contact person
Telephone

Name
Office address

Contact person
Telephone

Name
Office address

Contact person
Telephone

Name
Office address

Contact person
Telephone

Industrial Securities Co., Ltd.

No.36 Changliu Road, Pudong New Area, Shanghai, PRC
Yang Lingshan

021-20370733

China Galaxy Securities Co., Ltd.

Level 2-6, No. 35 Financial Street, Xicheng District, Beijing, PRC
Chen Qu

010-83574504

Guotai Junan Securities Co., Ltd.

No.618 Shangcheng Road, China (Shanghai) Pilot Free-Trade Zone
Wang Kunpeng

021-38032625

Soochow Securities Co., Ltd.

Soochow Securities Building, No. 5 Xingyang Street, Suzhou
Industrial Park Zone, PRC

Qian Yao

0512-62938667

China Merchants Securities Co., Ltd.

No. 111, Fuhua Yi Road, Futian Street, Futian District, Shenzhen,
Guangdong Province, PRC

Liu Huachao

010-60840902

CITIC Securities Co., Ltd.

North Tower, Excellence Times Plaza Il, No. 8 Zhong Xin San Road,
Futian District, Shenzhen, Guangdong Province, PRC

Zhang Baole

010-60837524

Use of Proceeds Raised from Issuance of Corporate Bonds

()

Use of proceeds

The proceeds raised from the issuance of 17 EVERBRIGHT SECURITIES G2, 17 EVERBRIGHT SECURITIES
G3, 17 EVERBRIGHT SECURITIES G4, 18 EVERBRIGHT SECURITIES G2, 18 EVERBRIGHT SECURITIES 06 and
18 EVERBRIGHT SECURITIES G3, after deducting issuance expenses and other related expenses, were all
used in the replenishment of working capital of the Company or be used for adjusting the Company’s debt
structure and improving its financial structure.

The proceeds raised from the issuance of 18 EVERBRIGHT SECURITIES C1, 19 EVERBRIGHT SECURITIES
01, 19 EVERBRIGHT SECURITIES 02 and 20 EVERBRIGHT SECURITIES D1, after deducting issuance
expenses and other related expenses, were all used for repayment of due, redeemed or sell-backed debt
financing instruments.

90% and 10% of the proceeds raised from the issuance of 20 EVERBRIGHT SECURITIES F1, after
deducting issuance expenses and other related expenses, were used for repayment of due debt financing
instruments and to support business in relation to epidemic prevention and control, respectively.

The proceeds raised from the issuance of 20 EVERBRIGHT SECURITIES G1 and 20 EVERBRIGHT
SECURITIES G3, after deducting issuance expenses and other related expenses, were all used in the
replenishment of working capital of the Company needed for its daily operations.
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V.

The proceeds raised from the issuance of “20 EVERBRIGHT SECURITIES Y1", after deducting issuance
expenses and other related expenses, are intended to be used in the replenishment of working capital
and repayment of due debts.

As at the date of this report, the balance of the special accounts for the proceeds from the above
corporate bonds was 0. The utilization of the proceeds was consistent with the purposes specified in the
prospectus, the plans for the utilization and other stipulations.

(1) Approval procedures for the utilization of proceeds

The proceeds from the bonds issued by the Company were utilized according to the approved or
stipulated purposes in the prospectus for each tranche, and the corresponding purposes were carried
out with authorization at different levels as determined in accordance with the approval of the Company's
Asset and Liability Committee and the rules governing proprietary funds. A set of decision-making
procedures was in place. The procedures for the approval of large-amount payments met the relevant
requirements.

(Il1) Operation of special accounts

The Company entered into a Tripartite Agreement on the Supervision of Special Accounts for Proceeds
with the banks and trust managers that supervise the proceeds, pursuant to which the Company set up
a special account for the proceeds raised from bond issuance for each tranche. The special proceeds
account was used exclusively for taking, saving and transferring the proceeds from the corporate bonds
issued by the Company.

As at the date of this report, the special proceeds account of the Company was under normal operation
and the drawdown and utilization of the proceeds were in line with the purposes of the proceeds as
stated in the prospectuses.

Information on Credit Rating Agency of Corporate Bonds

China Chengxin International Credit Rating Co., Ltd. was engaged by the Company to conduct rating of the
Company. According to the Subject Credit Rating Report issued by China Chengxin Securities Rating in July 2020,
the Company’s credit rating is maintained as AAA after the final review by the China Chengxin International
Credit Rating Committee.

On May 26, 2020, China Chengxin International conducted track ratings of the credit status of the corporate
bonds publicly offered by the Company: “17 EVERBRIGHT SECURITIES G1", "17 EVERBRIGHT SECURITIES G2",
“17 EVERBRIGHT SECURITIES G3", “17 EVERBRIGHT SECURITIES G4, "18 EVERBRIGHT SECURITIES G2" and “18
EVERBRIGHT SECURITIES G3", and issued a Track Rating Report (2020) on the Corporate Bonds of Everbright
Securities Co., Ltd., in which the Company maintained AAA corporate credit rating; the outlook for the rating
was stable; the aforesaid corporate bonds maintained AAA credit rating. The full text of the Track Rating
Report (2020) on the Corporate Bonds of Everbright Securities Co., Ltd. is available on the website of the SSE
(http://www.sse.com.cn). The credit ratings of "20 EVERBRIGHT SECURITIES G1", “20 EVERBRIGHT SECURITIES
G3" and "20 EVERBRIGHT SECURITIES Y1" issued in 2020 are all AAA.

Credit Enhancement Mechanism, Debt Repayment Plan and Other
Information Related to Corporate Bonds during the Reporting Period

As at the date of this report, the Company adopted the method of unsecured issuance to its existing bonds. No
changes were made in the debt repayment plan and other safeguard measures regarding debt repayment.

The Company performs its obligations in respect of annual interest payment and principal repayment with
interest upon expiry of each tranche of bonds in a timely manner. The Company enjoys good solvency, and
the Company’s funds for debt repayment will be financed by accumulated profits generated from the ordinary
course of business and cash flows generated from the Company's operating activities. The Company's income
scale and accumulated profits basically ensures the capability of the Company of repaying the principal amount
and the corresponding interest on time. During the Reporting Period, relevant plans and measures of the
Company were carried out in line with the relevant commitments in the prospectus.
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VI.

VIL.

Performance of Trustee Manager of Corporate Bonds

Industrial Securities Co., Ltd. was engaged as the bond trust manager of “18 EVERBRIGHT SECURITIES 06",
“19 EVERBRIGHT SECURITIES 01" and "19 EVERBRIGHT SECURITIES 02"; China Galaxy Securities Co., Ltd. was
engaged as the bond trust manager of “18 EVERBRIGHT SECURITIES C1"; and Guotai Junan Securities Co., Ltd.
was engaged as the bond trust manager of “17 EVERBRIGHT SECURITIES G2, “17 EVERBRIGHT SECURITIES
G3", "17 EVERBRIGHT SECURITIES G4", "18 EVERBRIGHT SECURITIES G2" and “18 EVERBRIGHT SECURITIES G3";
Soochow Securities Co.,Ltd. was engaged as the bond trust manager of “20 EVERBRIGHT SECURITIES D1". China
Merchants Securities Co., Ltd. was engaged as the bond trust manager of “20 EVERBRIGHT SECURITIES F1",
“20 EVERBRIGHT SECURITIES G1" and "20 EVERBRIGHT SECURITIES G3". CITIC Securities Co., Ltd. was engaged
as the bond trust manager of “20 EVERBRIGHT SECURITIES Y1". The Company entered into the respective Bond
Trustee Management Agreements with the above bond trust managers.

During the Reporting Period, the bond trust managers performed their duties according to the Bond Trustee
Management Agreements. Pursuant to the Bond Trustee Management Agreements, in the first half of 2020,
Industrial Securities issued the Interim Report of Industrial Securities Co., Ltd. on Everbright Securities
Company Limited Corporate Bond Trust Management Affairs for a total of five times; China Galaxy Securities
issued the China Galaxy Securities Co., Ltd. Temporary Entrustment of Major Issues in Everbright Securities
Company Limited for a total of nine times. The above reports have been disclosed on the website of the SSE
(http://www.sse.com.cn) for the attention of investors.

The bond trustee management reports for 2019 of the bonds mentioned above were disclosed on the website of
the SSE (http://www.sse.com.cn) on June 30, 2020 for the attention of investors.

Accounting Data and Financial Indicators as of the End of the Reporting

Period and the End of Last Year
Unit: Yuan Currency: RMB

Increase/
decrease for
the end of
As of the end of Reporting Period
the Reporting  As of the end of over the end of Reason for the
Main indicator Period last year last year (%) change
Current ratio 2.28 2.61 (12.76) -
Quick ratio 1.43 1.67 (14.32) -
Gearing ratio (%) 66.51 69.11 decreased by 2.6 -
percentage points
Loan payment ratio (%) not applicable not applicable not applicable -
Balance of cash and 53,054,416,221.58 48,127,755,020.57 10.24 -
cash equivalents
Increase/
decrease for
the end of
Reporting Period
During the During the over the same
Reporting Period same period of period of Reason for the
(January to June) last year last year (%) change
EBITDA 4,392,710,955.30  4,293,729,573.81 231 -
EBITDA interest coverage 4.16 2.98 39.75 Decrease of bond
ratio interest
payable
Interest payment ratio 140.62 131.41 increased by 9.21 -

percentage points

Note: The above financial indicators are based on calculation in accordance with the PRC GAAP. The impact of estimated
liabilities is excluded from EBITDA.
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SECTION VIII RELEVANT INFORMATION ON CORPORATE BONDS

VIII.

IX.

Interest Payment of Other Bonds and Debt Financing Instruments of the

Company

During the Reporting Period, the Company's other debt financing instruments included revenue certificates,
margin refinancing from CSFC, inter-bank borrowings, asset-backed plans backed by margin account debts and
commercial papers. The principal and interest of the financing instruments were all paid in a timely manner.

Banking Facilities of the Company During the Reporting Period

As of June 30, 2020, the total amount of banking facilities of the Company amounted to approximately
RMB240 billion, of which the amount of approximately RMB45 billion were used and the remaining amount of
approximately RMB195 billion were available for use.

The Company has a good reputation. During the Reporting Period, the Company'’s liabilities were repaid on time
without extension or remission.

Performance of the Company regarding the Fulfilment of Relevant
Stipulations or Commitments in the Prospectus for Corporate Bonds
during the Reporting Period

During the Reporting Period, the Company stringently fulfilled the relevant stipulations or commitments in the
prospectus for corporate bonds. The application of the proceeds was consistent with the stipulations in the
prospectus. The Company stringently fulfilled the responsibility for information disclosure and paid the bond
interest on time to protect the legitimate rights and interests of investors.

During the Reporting Period, there was no default in the redemption of, or payment of interest on, the bonds
issued by the Company. The Company’s operations were stable; profitability was good; no risk that could lead to
failure in future payments on schedule was found.
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Date Work unit

Document number
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INFORMATION DISCLOSURE OF SECURITIES FIRMS

Relevant Information on the Significant Administrative Permission Items

Title of document

February 3, 2020 Issuance and Listing

Service Center of SSE

April 10, 2020 SSE

April 10, 2020 Listing Approval
Center of SSE Sci-tech
Innovation Board

April 14, 2020 Listing Approval
Center of SSE Sci-tech
Innovation Board

May 6, 2020 Hunan Securities
Regulatory Bureau of
the China Securities
Regulatory Commission

June 2, 2020 Shanghai Securities
Regulatory Bureau of
the China Securities
Regulatory Commission

June 4, 2020 SSE Membership

Division
June 22, 2020 China Securities
Regulatory
Commission

June 31, 2020 Securities Association

of China

July 7, 2020 National Equities
Exchange and

Quotations Co., Ltd.

Shang Zheng Fa Han
[2020] No. 9

SSE Regulatory Decision
[2020] No. 7

Shang Zheng Ke Shen
(Regulatory Work)
[2020] No. 13

Shang Zheng Ke Shen
(Regulatory Work)
[2020] No. 16

Xiang Zheng Jian Han
[2020] No. 201

Hu Zheng Jian Ji Gou Zi
[2020] No. 193

Shang Zheng Hui
[2020] No. 016

Jian Zheng Xu Ke
[2020] No. 1242

Securities Association
of China Industry
Self-regulatory
Measure Decision
[2020] No. 11

NEEQ Self-regulatory
Measure Decision
[2020] No. 18

Regulatory Work Letter

Decision on Making Regulatory
Warnings to Cheng Gang and Wang
Shiwei as Sponsor Representatives

Regulatory Work Letter in
Relation to Everbright Securities
Company Limited

Regulatory Work Letter in
relation to Everbright
Securities Company Limited

Letter of Concern on the
Pre-listing Tutoring in Relation
to Zhonghuilv and Hongxing
Cold Chain Projects of
Everbright Securities

Regulatory Letter of Concern

Regulatory Work Letter

Approval of the Certification of
Everbright Securities Company
Limited regarding Investment
Fund Custody

Decision on Imposing Warning
Self-regulatory Measures on
Wei Xiangliang

Decision on Imposing
Self-regulatory Measures on
Zhang Yuling
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Classification Results of the Company from Regulatory Authorities
In 2017, the Company was awarded a regulatory classification rating for securities firms of Grade A of Category

A.

In 2018, the Company was awarded a regulatory classification rating for securities firms of Grade A of Category

A.

In 2019, the Company was awarded a regulatory classification rating for securities firms of Grade A of Category

A.

Qualifications of Each of the Businesses of the Company and Its

Subsidiaries

() Business Qualifications of the Company

Approving Authority

Business Qualification

People's Bank of China

CSRC and its branch offices

Qualification for proprietary trading business (Reply on the
Establishment of Everbright Securities Limited, Yin Fu [1996] No. 81)

Investment consultancy and financial advisory businesses (Reply on the
Establishment of Everbright Securities Limited, Yin Fu [1996] No. 81)

Underwriting of commercial papers (Notice of the People’'s Bank of
China on Engaging in Underwriting of Commercial Papers by Everbright
Securities Limited and Haitong Securities Co., Ltd., Yin Fa [2005] No.
173)

Proprietary trading and leasing of gold (Notice on Delivery of Filing
Materials, Yin Shi Huang Jin Bei [2015] No. 31)

Member of the national inter-bank market (inter-bank lending and
trading of bonds, spot bonds transactions and bond repurchase
businesses) (Notice on Approving the Admission of Some Securities
Companies into the National Inter-bank Market, Yin Ban Fa [1999] No.
147)

Qualification for proxy sales of financial products (Hu Zheng Jian Ji Gou
Zi [2012] No. 547)

Qualification for proxy sales of open-ended securities investment funds
(Zheng Jian Ji Jin Zi [2004] No. 49)

Qualification for intermediary introduction for futures (Hu Zheng Jian Ji
Gou Zi [2010] No. 121)

Integrated custody for private funds (pilot) (Letter of No Objection on
Carrying Out Integrated Custody for Private Funds (Pilot) by Everbright
Securities Company Limited, CSRC Ji Gou Bu Bu Han [2013] No. 21)

Sponsor underwriting and merger and acquisition businesses

Agency for spot precious metal (including gold) contracts and
proprietary trading of spot gold contracts (Letter of No Objection on
Carrying Out the Businesses of Agency for Precious Metals (including
Gold) Spot Contract and Proprietary Trading of Spot Gold Contract by
Everbright Securities Company Limited, Ji Gou Bu Han [2015] No. 280)
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Approving Authority

Business Qualification

Securities Association of China

Qualification for equity securities returns swap business (Letter of No
Objection on Engaging in Equity Securities Returns Swap Business by
Everbright Securities Company Limited, Ji Gou Bu Bu Han [2013] No. 30)

Market making for options (Reply on Opinions of Everbright Securities
Company Limited in Market Making for Stock Options, Ji Gou Bu Han
[2019] No. 3065)

Market making for options (Reply on Approving the Qualification of
Everbright Securities Company Limited in Market Making for Stock
Options, Zheng Jian Xu Ke [2015] No. 164)

Qualification for margin financing and securities lending businesses
(Zheng Jian Xu Ke [2010] No. 314)

Securities transactions under repurchase agreements (pilot), (Ji Gou Bu
Bu Han [2012] No. 459)

Qualification for entrusted investment management (Reply on Approving
the Qualification of Everbright Securities Limited in Entrusted Investment
Management, Zheng Jian Ji Gou Zi [2002] No. 127)

Carrying out of direct investment business (pilot) (Letter of No Objection
on Carrying Out Direct Investment Business by Everbright Securities
Company Limited, Ji Gou Bu Bu Han [2008] No. 446)

Notice on supporting the carrying out of credit derivatives by securities
companies and serving private enterprises in bond financing (Hu Zheng
Jian Ji Gou Zi [2019] No. 41)

Letter of No Objection on Carrying Out Client Securities Capital
Consumption Payment Services Business (Pilot) by Everbright Securities
Company Limited, CSRC Ji Gou Bu Bu Han [2012] No. 560)

Qualification for securities investment funds custodian business (Zheng
Jian Xu Ke [2020] No. 1242)

Qualification for nominated advisers and brokers engaged in agency
share transfer business (Notice on Granting Qualification for Nominated
Advisers and Brokers Engaged in Agency Share Transfer Business,
Zhong Zheng Xie Fa [2003] No. 94)

Qualification for stock quotation and transfer business (Letter on
Granting Qualification for Quotation and Transfer Business to Everbright
Securities Company Limited, Zhong Zheng Xie Han [2006] No. 3)

Become a secondary dealers for OTC options business to carry out
related OTC options business (Letter on Unifying the Filing of Secondary
Dealers for OTC Options Businesses, Zhong Zheng Xie Han [2018] No.
657)

Underwriting of SME private placement bonds (Zhong Zheng Xie Han
[2012] No. 374)
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Approving Authority

Business Qualification

Shanghai Stock Exchange

Shenzhen Stock Exchange

Other Institutions

Lead Market Maker of CSI 300ETF options of Shanghai Stock Exchange
(Notice on Everbright Securities Company Limited in carrying out
business as the Lead Market Maker of CSI 300ETF Options, Shang Zheng
Han [2019] No. 2301)

Market making for SSE 50ETF options (Qualification for Lead Market
Maker of SSE 50ETF Options, Shang Zheng Han [2016] No. 152)

Qualification for participant of stock options transactions of Shanghai
Stock Exchange (stock options brokerage, transaction authority for
proprietary trading business) (Notice on Everbright Securities Company
Limited Becoming a Participant of Stock Options Transactions of
Shanghai Stock Exchange, Shang Zheng Han [2015] No. 63)

Qualifications for A-share trading unit transactions under Southbound
Trading (Shang Zheng Han [2014] No. 650)

Authority for securities transactions under repurchase agreements
(Shang Zheng Hui Zi [2012] No. 176)

Authority for collateralized stock repurchase transactions (Shang Zheng
Hui Zi [2013] No. 67)

Lead Market Maker of CSI 300ETF options of Shenzhen Stock Exchange
(Notice on approving CITIC Securities and other option agencies to
become Market Maker of CSI 300ETF Options on Shenzhen Stock
Exchange, Shen Zheng Hui [2019] No. 483)

Authority for securities transactions under repurchase agreements
(Shen Zheng Hui [2013] No. 15)

Authority for collateralized stock repurchase transactions (Shen Zheng
Hui [2013] No. 58)

Financing for exercise of options under share options incentive schemes
of listed companies (pilot) (Shen Zheng Han [2014] No. 320)

Authority for transactions under Southbound Trading of Shenzhen
Connect (Shen Zheng Hui [2016] No. 330)

Dealer Authority for option transactions on Shenzhen Stock Exchange
(Shen Zheng Hui [2019] No. 470)

Market Maker of CSI 300ETF options of China Financial Futures
Exchange (Notice on announcing the name list of Market Maker of CSI
300ETF Options)

Market making for National Equities Exchange and Quotations (Gu Zhuan
Xi Tong Han [2014] No. 772)

Filing as outsourcing services institution for private funds (Asset
Management Association of China Filing Number: A00037)
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Approving Authority

Business Qualification

China Securities Registration
and Settlement Co., Ltd.

Qualification for commercial paper transactions of Shanghai Commercial
Paper Exchange (Piao Jiao Suo [2017] No. 9)

Qualification for underwriting of book-entry government bonds (2018-
2020) (Announcement of the Ministry of Finance of the People's Republic
of China, 2017 No. 167)

Qualification for interbank gold bilateral transactions (Reply on
Approving the Carrying Out of Interbank Gold Bilateral Transactions by
Everbright Securities Company Limited, Shang Jin Jiao Fa [2017] No. 68)

Interest rate swaps

Pooled settlement of and quotation for credit default swaps (Notice on
Approval of Becoming a Member of the Group for Pooled Settlement of
and Quotation for Credit Default Swaps)

Margin refinancing (pilot) (Zhong Zheng Jin Han [2012] No. 124)
Refinancing (pilot) (Zhong Zheng Jin Han [2012] No. 115)

Securities lending refinancing (pilot) (Zhong Zheng Jin Han [2013] No.
45)

Adjusting the credit limit of refinancing (Zhong Zheng Jin Han [2014] No.
278, Zhong Zheng Jin Han [2016] No. 28)

Trial qualification for Agreed Reporting Refinancing Business on Sci-
Tech Innovation Board (Zhong Zheng Jin)

Securities business foreign exchange operation license (foreign currency
securities underwriting, foreign currency securities brokerage and
foreign currency lending) (Notice of Approving Everbright Securities
Company Limited changing the Company name set out in Securities
Business Foreign Exchange Operation License) (Shanghai Hui Fu [2005]
No.72)

Lead Underwriter for Debt Financing Instruments of Non-financial
Enterprises (Announcement of National Association of Financial Market

Institutional Investors, [2012] No. 19)

Special membership qualification of Shanghai Gold Exchange: No. TO09
(April 3, 2015)

Qualification for account opening agency

Qualification for class A clearing participant (Zhong Guo Jie Suan Han Zi
[2008] No. 12)

Qualification for participation in multilateral net amount guarantee
settlement (Zhong Guo Jie Suan Fa Zi [2014] No. 28)
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Approving Authority

Business Qualification

Interbank Market Clearing
House Co., Ltd.

Qualification for digital certificate service agency
Qualification for securities pledge registration agency

Qualification for settlement of options (Zhong Guo Jie Suan Han Zi [2015]
No. 28)

Qualification for remote account opening for special institutions and
products

Qualification for net settlement of bond transactions of Shanghai
Clearing House (Qing Suan Suo Hui Yuan Zhun Zi [2015] No. 049)

Qualification for the remote Centralized Clearing Business of standard
bond transactions of Shanghai Clearing House (Qing Suan Suo Hui Yuan
Zhun Zi [2015] No. 115)

Notice on Matters regarding Participation in the Centralized Clearing
Business of Credit Default Swap (2018 Bian Han No. 355)

Key dealer of credit risk mitigation tool, December 21, 2018
http://www.nafmii.org.cn/zlgl/xyfx/jgzz/201812/t20181221_74478 . html

Creator of credit risk mitigation warrant, December 21, 2018
http://www.nafmii.org.cn/zlgl/xyfx/jgzz/201812/t20181221_74477 .html

Creator of credit-linked notes, December 21, 2018
http://www.nafmii.org.cn/zlgl/xyfx/jgzz/201812/t20181221_74476.html

(I) Business Qualifications of Subsidiaries

Name of Subsidiary

Business Qualification

Everbright Asset Management

Everbright Futures and
its subsidiaries

License for carrying out securities futures business in the People's
Republic of China (serial number: 000000000653)

License for Qualified domestic investor to carry out overseas
securities investment and management business (Reply on Approving
the Establishment of a Securities Asset Management Subsidiary of
Everbright Securities Company Limited) (Zheng Jian Xu Ke [2011]
No.1886)

Entrusted insurance fund management
http://www.gov.cn/gzdt/2012-10/12/content_2242366.htm

Commodity futures brokerage (CSRC)
Financial futures brokerage (CSRC Zheng Jian Qi Huo Zi [2007] No. 297)

Qualification for IB business (CSRC Shanghai Bureau, Hu Zheng Jian Qi
Huo Zi [2010] No. 74)
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Name of Subsidiary

Business Qualification

Everbright Capital

Everbright Development

Everbright Fortune
International Leasing

Everbright Fortune

Everbright Pramerica

Futures investment consultancy (CSRC Zheng Jian Xu Ke [2011] No.
1770)

Asset management (CSRC Zheng Jian Xu Ke [2012] No. 1499)

Public offering of securities and sales of investment funds (CSRC
Shanghai Bureau, Hu Zheng Jian Xu Ke [2017] No. 10)

Qualification for the comprehensive settlement of financial futures
(Zheng Jian Qi Huo Zi [2007] No0.298)

Stock options (Shanghai Stock Exchange Shang Zheng Han [2015] No.
168)

Business qualification of Everbright Photon Investment Management
Co., Ltd: warehouse receipt service, pricing service (currently updated
as over-the-counter derivatives business), basis transaction (currently
updated as basis trading), third-party risk management service
(currently updated as other businesses related to risk management
services) (Zhong Qi Xie Han Zi [2014] No. 364)

Business qualifications of Everbright Photon Investment Co., Ltd: Market
making (Zhong Qi Xie Bei Zi [2018] No. 56)

Private funds (Public notice of Securities Association of China on the
List of Regulatory Platforms Including Securities Companies and Their
Private Funds Subsidiaries (4th Batch)

Private funds (Public notice of Securities Association of China on the
List of Regulatory Platforms Including Securities Companies and Their
Private Funds Subsidiaries (4th Batch)

Business Permit for Medical Devices (Hu Pu Shi Yao Jian Xie Jing Ying
Xu 20150229)

Member of alternative investment subsidiaries (4th Batch of Private
Investment Funds Subsidiaries and Member of Alternative Investment
Subsidiaries of Securities Association of China)

License for carrying out securities futures business in the People's
Republic of China (serial number: 000000029148)

Specific business (Reply on Approving the Carrying Out of Asset
Management for Specific Clients by Everbright Pramerica Fund
Management Co., Ltd., Zheng Jian Xu Ke [2008] No. 1007)

Qualified domestic investor (Reply on Approving the Carrying Out of
Overseas Securities Investment Management by Everbright Pramerica
Fund Management Co., Ltd. as a Qualified Domestic Institutional Investor
[2008] No. 1044)

Entrusted insurance fund management
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EBSHK

Type 1 regulated activity
— Dealing in securities

(SFC AAC153)

Sun Hung Kai Type 4 regulated activity
Investment - Advising on securities
Se.rv.ices HKEx participant (HKEx certificate
Limited number P1709)
Financial intermediary business of Monetary Authority
the Monetary Authority of Macao of Macao
Associated entity (SFC AAS942)
Sun Hung Kai
(Nominees) Trust and corporate service provider (Hong Kong Companies
Limited Registry license
number TC002563)
Sun Hung Kai Type 2 regulated activity (SFC AAF237)
Commodities — Dealing in futures contracts
Limited
Type 3 regulated activity (SFC ACI995)
— Leveraged foreign exchange trading
Sun Hung Kai Money Service Operator (Hong Kong Customs

Forex Limited

and Excise Department,
license number:

12-09-00833)
SHK Online Type 1 regulated activity (SFC AAC483)
(Securities) — Dealing in securities
Limited
Sun Hung Kai Type 1 regulated activity (SFC AAI430)
International - Dealing in securities
Commgdities Type 6 regulated activity
Limited - Advising on corporate finance
Type 1 regulated activity (SFC AAI432)
— Dealing in securities
SHK Fund Type 4 regulated activity
Management Limited | — Advising on securities
Type 9 regulated activity
— Asset management
Type 1 regulated activity (SFC AAW536)

China Everbright

Securities
(HK) Limited

— Dealing in securities

Type 4 regulated activity
- Advising on securities

Type 6 regulated activity
— Advising on corporate finance

Type 9 regulated activity
— Asset management

HKEXx participant

(HKEx certificate
number P1260)
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EBSHK

_ _ Type 2 regulated activity (SFC AEX690)
China Everbright - Dealing in futures contracts
Forex & Futures
(HK) Limited Type 3 regulated activity
— Leveraged foreign exchange trading
China Everbright Type 4 regulated activity (SFC AEH589)
Research Limited — Advising on securities
Type 1 regulated activity (SFC ACE409)
— Dealing in securities
China Everbright Type 4 regulated activity
Capital Limited — Advising on securities
Type 6 regulated activity
— Advising on corporate finance
Type 1 regulated activity (SFC AYE648)
China Everbright — Dealing in securities
Securities Asset Type 4 regulated activity
Management — Advising on securities
Limited Type 9 regulated activity
— Asset management
Insurance brokerage business (Hong Kong
— General insurance and long-term Insurance Authority
Sun Hung Kai insurance (including investment- FB1134)
Wealth linked long-term insurance)
Man.ag.ement Mandatory Provident Fund intermediary | (Hong Kong Mandatory
Limited Provident Fund
Schemes Authority
IC000854)
Insurance brokerage business (Hong Kong Insurance
— General insurance and long-term Authority FB1019)
insurance (including investment-
Sun Hung Kai linked long-term insurance)
Insurance Insurance brokerage business of (Monetary Authority
Consultants the Monetary Authority of Macao of Macao 02/CRE)
Limited

Mandatory Provident Fund intermediary

(Hong Kong Mandatory
Provident Fund
Schemes Authority
IC000203)

China Everbright
Wealth
Management
Limited

Insurance brokerage business

— General insurance and long-term
insurance (including investment-
linked long-term insurance)

(Hong Kong Insurance
Authority FB1153)
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EBSHK

Sun Hung Kai
Insurance
Agency
Limited

Insurance agent business

(Hong Kong Insurance
Authority FA2265)

Sun Tai Cheung
Finance Company

Money lender

(Licensing Office (Money
Lender Licensing Section)
of Hong Kong Police
Force, file number:

Limited MLR2132; money lender's
license number:
0868/2020)
Member of the Chinese Gold and (The Chinese Gold
Silver Exchange Society of Hong Kong and Silver Exchange
Sun Hung Kai approved to trade: Society of Hong Kong,
Bullion Company - 99 Tael Gold license number:
Limited - 999.9 Kilo Gold HKD M950; membership

— Loco London Gold
— Loco London Silver

number: 044)

Sun Hing Bullion
Company Limited

Member of the Chinese Gold and Silver
Exchange Society of Hong Kong
approved to trade:

- 99 Tael Gold

- 999.9 Kilo Gold HKD

(The Chinese Gold and
Silver Exchange Society
of Hong Kong,

license number:

M949; membership
number: 040)

Shun Loong
Bullion Limited

Member of the Chinese Gold and Silver
Exchange Society of Hong Kong
approved to trade:

- 99 Tael Gold

- 999.9 Kilo Gold HKD

(The Chinese Gold and
Silver Exchange Society
of Hong Kong,

license number:

M951; membership
number: 068)

Everbright
Sun Hung Kai
(UK) Company

Limited

Dealing in securities; advising on
securities; studying China's macro
policies, industry policies and A shares
(through Everbright Securities, its
subsidiary in Shanghai) and global
depositary receipt cross-border
conversion institution in UK for the
Shanghai-London Stock Connect
program

(Registration Number
of English corporate:
07106467, a member of
London Stock Exchange
and registered in UK
Financial Conduct
Authority-Ref.

NO.: 524544,

Chinese Depositary
Receipts under the
Stock Connect Scheme
between Shanghai Stock
Exchange and London
Stock Exchange

-Shang Zheng Han
[2019] No. 2147)
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Central, Hong Kong

INDEPENDENT REVIEW REPORT

To the board of directors of Everbright Securities Company Limited
(Established in the People’s Republic of China with limited liability)

Introduction

We have reviewed the interim financial information set out on pages 2 to 76, which comprises the condensed
consolidated statement of financial position of Everbright Securities Company Limited (the “Company”) and
its subsidiaries (together, the “Group”) as at 30 June 2020 and the related condensed consolidated statements
of profit or loss, comprehensive income, changes in equity and cash flows for the six-month period then ended,
and explanatory notes (the “Interim Financial Information”). The Rules Governing the Listing of Securities on
the Stock Exchange of Hong Kong Limited require the preparation of a report on interim financial information
to be in compliance with the relevant provisions thereof and International Accounting Standard 34 “Interim
Financial Reporting” ("IAS 34”) issued by the International Accounting Standards Board.

The directors of the Company are responsible for the preparation and presentation of this Interim Financial
Information in accordance with IAS 34. Our responsibility is to express a conclusion on this Interim Financial
Information based on our review. Our report is made solely to you, as a body, in accordance with our agreed
terms of engagement and for no other purpose. We do not assume responsibility towards or accept liability to
any other person for the contents of this report.

Scope of Review

We conducted our review in accordance with Hong Kong Standard on Review Engagements 2410 “Review of
Interim Financial Information Performed by the Independent Auditor of the Entity”. A review of interim financial
information consists of making inquiries, primarily of persons responsible for financial and accounting matters,
and applying analytical and other review procedures. A review is substantially less in scope than an audit
conducted in accordance with International Standards on Auditing and consequently does not enable us to
obtain assurance that we would become aware of all significant matters that might be identified in an audit.
Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the Interim Financial
Information is not prepared, in all material respects, in accordance with IAS 34.

Enit £ Frt

Ernst & Young
Certified Public Accountants

Hong Kong
26 August 2020

A member firm of Ernst & Young Global Limited



EVERBRIGHT SECURITIES COMPANY LIMITED
INTERIM CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS
For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

Six months ended 30 June

Notes 2020 2019
(Unaudited) (Unaudited)
Revenue
Fee and commission income 4 4,333,221 3,391,741
Interest income 5 2,812,068 3,039,856
Net investment gains 6 1,410,517 1,990,667
Total revenue 8,555,806 8,422,264
Other income and gains 7 394,478 200,450
Total revenue and other income 8,950,284 8,622,714
Fee and commission expenses 8 (669,397) (519,901)
Interest expenses 9 (2,007,752) (2,262,748)
Staff costs 10 (2,009,323) (1,968,304)
Depreciation and amortization expenses 11 (351,819) (319,755)
Tax and surcharges (37,818) (31,374)
Other operating expenses 12 (749,370 (654,524)
Provision for contingent liabilities 13 - (299,938)
Credit loss expense 14 (183,040) (353,621)
Total expenses (6,008,519) (6,410,165)
Operating profit 2,941,765 2,212,549
Share of profits of associates and joint ventures 44,341 21,734
Profit before income tax 2,986,106 2,234,283
Income tax expense 15 (763,692) (552,164)
Profit for the period 2,222,414 1,682,119
Attributable to:
Shareholders of the Company 2,151,890 1,609,065
Non-controlling interests 70,524 73,054
Total 2,222,414 1,682,119
Basic and diluted earnings per share
(in RMB per share) 17 0.4667 0.3490

The accompanying notes form an integral part of the interim condensed consolidated financial statements.
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EVERBRIGHT SECURITIES COMPANY LIMITED
INTERIM CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

Six months ended 30 June

2020 2019
(Unaudited) (Unaudited)
Profit for the period 2,222,414 1,682,119
Other comprehensive income for the period
Items that may be reclassified subsequently to
profit or loss:
Debt instruments at fair value through other
comprehensive income
-Net changes in fair value 64,956 (50,679)
-Provision for ECL allowance (8,598) 56,072
-Reclassified to profit or loss (65,649) (21,593)
Share of other comprehensive income of
associates (369) 7,203
Exchange differences on translation of
financial statements in foreign currencies 36,195 9,339
Income tax impact 2,309 4,114
Total items that may be reclassified subsequently
to profit or loss 28,844 4,456
Items that will not be reclassified subsequently to
profit or loss:
Equity instruments at fair value through other
comprehensive income
-Net changes in fair value (62,999) 258,836
-Income tax impact 15,750 (64,709)
Total items that will not be reclassified
subsequently to profit or loss (47,249) 194,127
Total other comprehensive income for the
period, net of tax (18,405) 198,583
Total comprehensive income for the period 2,204,009 1,880,702
Attributable to:
Shareholders of the Company 2,114,431 1,803,524
Non-controlling interests 89,578 77,178
Total 2,204,009 1,880,702

The accompanying notes form an integral part of the interim condensed consolidated financial statements.
3



EVERBRIGHT SECURITIES COMPANY LIMITED
INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

30 June 31 December
Notes 2020 2019
(Unaudited) (Audited)
Non-current assets
Property and equipment 18 854,976 828,811
Right-of-use assets 19 687,899 755,776
Goodwill 20 1,036,042 1,016,193
Other intangible assets 21 240,548 314,058
Interests in associates and joint ventures 23 1,040,225 1,039,416
Financial assets measured at amortized cost 24 5,187,401 5,768,844
Equity instruments at fair value through
other comprehensive income 25 5,014,658 5,072,522
Debt instruments at fair value through
other comprehensive income 26 7,789,293 8,875,024
Financial assets held under resale agreements 27 - 584,840
Financial assets at fair value through
profit or loss 36 308,250 -
Refundable deposits 28 5,385,001 4,415,528
Deferred tax assets 29 1,486,581 1,618,157
Finance lease receivables 30 994,099 1,598,189
Receivable arising from
sale-and-leaseback arrangements 31 467,300 254,379
Other non-current assets 32 153,510 168,855
Total non-current assets 30,645,783 32,310,592
Current assets
Accounts receivable 33 3,206,431 3,077,872
Finance lease receivables 30 1,463,272 1,644,785
Receivable arising from
sale-and-leaseback arrangements 31 382,517 199,676
Other receivables and prepayments 34 1,885,996 1,809,717
Margin accounts receivable 35 37,079,445 34,118,659
Debt instruments at fair value through
other comprehensive income 26 3,012,848 3,677,843
Financial assets held under resale agreements 27 5,309,684 7,700,967
Financial assets measured at amortized cost 24 1,073,334 1,437,022
Financial assets at fair value through
profit or loss 36 65,006,857 65,403,594
Derivative financial assets 37 30,086 9,239
Clearing settlement funds 38 767,791 1,723,018
Cash held on behalf of brokerage clients 39 47,113,275 39,937,491
Cash and bank balances 40 8,060,813 11,039,872
Total current assets 174,392,349 171,779,755
205,038,132 204,090,347

Total assets

The accompanying notes form an integral part of the interim condensed consolidated financial statements.
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EVERBRIGHT SECURITIES COMPANY LIMITED

INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION (continued)

30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

Current liabilities

Loans and borrowings

Short-term debt instruments

Placements from other financial institutions

Financial liabilities at fair value through
profit or loss

Accounts payable to brokerage clients

Employee benefits payable

Other payables and accruals

Current tax liabilities

Financial assets sold under
repurchase agreements

Derivative financial liabilities

Lease liabilities due within one year

Long-term bonds due within one year

Total current liabilities
Net current assets

Total assets less current liabilities

Non-current liabilities
Loans and borrowings
Long-term bonds
Deferred tax liabilities
Employee benefits payable
Provision
Lease liabilities
Other non-current liabilities

Total non-current liabilities

Net assets

30 June 31 December

Notes 2020 2019
(Unaudited) (Audited)

42 9,470,888 7,868,827
43 11,888,735 4,489,383
44 7,483,056 6,063,705
45 561,256 893,218
46 53,292,258 45,710,991
47 2,127,891 1,557,274
48 5,529,675 7,633,982
29 542,441 653,972
49 19,241,791 24,636,110
37 178,981 103,677
19 213,745 255,681
50 11,932,385 23,175,697
122,463,102 123,042,517

51,929,247 48,737,238

82,575,030 81,047,830

42 469,661 3,811,364
50 25,436,724 24,180,767
29 64,794 128,462
47 1,916 998
13 3,002,823 3,010,922
19 473,374 489,167
51 2,197,282 407,342
31,646,574 32,029,022

50,928,456 49,018,808

The accompanying notes form an integral part of the interim condensed consolidated financial statements.
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EVERBRIGHT SECHRJTlEs CGMP'ANY LIMITED

INTERIM CONDEMSEE} CONSOLIDATE.El STATEMENT OF FINANCIAL POSITION (continued)
30 June 2020

(All amounts expré.ss\egy:_in Rﬁ&ﬁ“ﬁusan&s‘;ﬁdless otherwise specified)

L

30 June 31 December

Notes 2020 2019
(Unaudited) (Audited)
Equity

Share capital 52 4610,788 4,610,788
Reserves ) 53 33,025,880 33,048,762
Retained profits 53 11,716,437 9,785,175

Total equity attributable to
shareholders of the Company 49,353,105 47,444,725
Non-controlling interests 1,575,351 1,574,083
Total equity ' 50,928,456 49,018,808

Approved and authorized for issue by the Board of Directors on 26 August 2020.

Director Director

The accompanying notes form an integral part of the interim condensed consolidated financial statements.
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EVERBRIGHT SECURITIES COMPANY LIMITED
INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

Six months ended 30 June

2020 2019
(Unaudited) (Unaudited)
Cash flows from operating activities:
Profit before income tax 2,986,106 2,234,283
Adjustments for:
Interest expenses 1,372,072 1,813,744
Share of profits of associates and joint ventures (44,341) (21,734)
Depreciation and amortization expenses 353,511 319,755
Credit loss expense 183,040 353,621
(Gains)/losses on disposal of property and equipment
and other intangible assets (820) 13
Provision for contingent liabilities - 299,938
Foreign exchange losses/(gains) 1,195 (2,289)
Interest income and net realized gains from disposal of
debt instruments through other comprehensive income
and financial instruments at amortized cost (512,600) (429,316)
Loss on disposal of associates and joint ventures 6 467
Dividend income from equity instruments at fair value
through other comprehensive income (233) (180)
Unrealized fair value changes of financial instruments
at fair value through profit or loss (319,637) (1,008,479)
Unrealized fair value changes of derivative financial
instruments (117) 9,785
Operating cash flows before movements in working capital 4,018,182 3,569,608

The accompanying notes form an integral part of the interim condensed consolidated financial statements.
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EVERBRIGHT SECURITIES COMPANY LIMITED
INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS (continued)
For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

Six months ended 30 June

2020 2019
(Unaudited) (Unaudited)
Cash flows from operating activities:

(continued)
Increase in refundable deposits (969,473) (755,199)
Increase in margin accounts receivable (2,959,471) (2,176,297)
Decrease in finance lease receivables 795,483 1,137,425
Increase in receivable arising from

sale-and-leaseback arrangements (403,029) (510,477)
Decrease in accounts receivable and other current assets 606,573 496,800
Decrease in financial assets held under resale agreements 2,780,150 22,115,733
Decrease in financial instruments at fair value through

profit or loss 76,161 9,513,651
Decrease/(increase) in derivative financial instruments 54,574 (385,747)
Decrease/(increase) in restricted bank deposits 606,363 (18,882)
Increase in cash held on behalf of brokerage clients (7,189,343) (7,969,191)
(Increase)/decrease in other investments (65,979) 279,082
Increase in accounts payable to brokerage clients 7,512,823 10,619,918
Decrease in other payables and accruals (373,837) (4,105,925)
Increase in employee benefits payable 571,535 432,579
(Decrease)/increase in financial assets sold under

repurchase agreements (5,394,319) 1,734,939
Increase/(decrease) in placements from

other financial institutions 1,419,351 (1,307,072)
Cash generated from operations 1,085,744 32,670,945
Income taxes paid (789,256) (462,056)
Interest paid for operating activities (626,042) (452,385)
Net cash flows (used in)/from operating activities (329,554) 31,756,504

The accompanying notes form an integral part of the interim condensed consolidated financial statements.
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EVERBRIGHT SECURITIES COMPANY LIMITED
INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS (continued)
For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

Notes Six months ended 30 June
2020 2019
(Unaudited) (Unaudited)
Cash flows from investing activities:
Proceeds from disposal of property and equipment
and other intangible assets 21,774 7,457
Proceeds from disposal of associates and
joint ventures 22,900 32,083
Interest income from debt instruments at fair value
through other comprehensive income and
financial instruments at amortized cost 433,376 336,816
Proceeds from disposal/(purchase) of financial assets
at fair value through other comprehensive income 1,776,496 (2,916,534)
Proceeds from disposal/(purchase) of investments
classified as receivables and other investments 2,070,101 (1,231,737)
Purchases of property and equipment, other intangible
assets and other non-current assets (133,794) (178,923)
Net cash flows from/(used in) investing activities 4,190,853 (3,950,838)
Cash flows from financing activities:
Proceeds from issuance of long-term bonds 5,106,311 3,200,000
Proceeds from issuance of short-term debt instruments 25,005,120 15,637,850
Proceeds from bank and other loans 6,256,008 3,628,375
Lease payments paid (186,270) (173,992)
Long-term bonds repaid (15,111,484) (5,684,925)
Short-term debt instruments repaid (17,625,720) (22,658,630)
Bank and other loans repaid (7,995,652) (5,069,988)
Interest paid on loans, bonds and debt instruments (1,483,222) (1,891,949)
Dividends paid (123,143) (92,820)
Net cash flows used in financing activities (6,158,052) (13,106,079)
Net (decrease)/increase in cash and cash equivalents (2,296,753) 14,699,587
Cash and cash equivalents at the beginning
of the period 8,241,628 5,759,960
Effect of foreign exchange rate changes 34,068 6,793
Cash and cash equivalents at the end of the period 41 5,978,943 20,466,340

The accompanying notes form an integral part of the interim condensed consolidated financial statements.
11



EVERBRIGHT SECURITIES COMPANY LIMITED
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

21

GENERAL INFORMATION

Everbright Securities Company Limited (3 XIEZFRBEIRAR]) (the “Company”), formerly known
as Everbright Securities Limited Liability Company (¢ XiE#BR=IE/AT), approved by the
People’s Bank of China (“PBOC”), was established in Beijing on 23 April 1996. The Company was
renamed as Everbright Securities Company Limited (J¢XIEZERAHIR/AF]) on 14 July 2005 as a
result of the conversion into a joint stock limited liability company.

As approved by the China Securities Regulatory Commission (“CSRC”), the Company publicly
issued 520,000,000 ordinary shares (A Shares) and was listed on the Shanghai Stock Exchange on
18 August 2009.

On 1 September 2015, the Company completed the change of registration procedures for securities
sold in a private placement to certain investors. Following the completion of this private placement,
the total number of share capital of the Company increased from 3,418,000,000 A Shares to
3,906,698,839 A Shares and the registered share capital of the Company increased from
RMB3,418,000,000 to RMB3,906,698,839.

As at 18 August 2016, the Company completed its initial public offering of H Shares on the Main
Board of the Hong Kong Stock Exchange, and issued 680,000,000 shares with a par value of
RMB1.00 each. As at 19 September 2016, the Company exercised the overallotment option, in
respect of 24,088,800 H Shares with a par value of RMB1.00 each.

As at 30 June 2020, the Company’s registered capital was RMB4,610,787,639 and the Company
had a total of 4,610,787,639 issued shares of RMB1.00 each.

The registered address of the Company is No. 1508 Xinzha Road, Shanghai, the PRC. The
Company and its subsidiaries (the “Group”) are principally engaged in securities and futures
brokerage, securities proprietary trading, securities underwriting and sponsorship, securities
investment advisory, asset management, margin financing and securities lending, distribution of
financial products, and other business activities approved by the CSRC.

SIGNIFICANT ACCOUNTING POLICIES

Basis of preparation

The unaudited interim condensed consolidated financial statements for the six months ended 30
June 2020 have been prepared in accordance with International Accounting Standard 34 “Interim
Financial Reporting” (“IAS 34”), as well as all applicable disclosures required by the Rules Governing
the Listing of Securities on the Stock Exchange of Hong Kong Limited.

The unaudited interim condensed consolidated financial statements do not include all the information

and disclosures required in the annual financial statements and should be read in conjunction with
the Group’s annual financial statements for the year ended 31 December 2019.

12



EVERBRIGHT SECURITIES COMPANY LIMITED

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

2.2

SIGNIFICANT ACCOUNTING POLICIES (continued)

Principal accounting policies

The accounting policies adopted in the preparation of the interim condensed consolidated financial
statements are consistent with those followed in the preparation of the Group’s annual consolidated
financial statements for the year ended 31 December 2019, except for the adoption of the following
revised International Financial Reporting Standards (“IFRSs”)
period’s financial information. The Group has not early adopted any other standard, interpretation or

amendment that has been issued but is not yet effective.

Amendments to IFRS 3

Amendments to IFRS 9, IAS 39 and IFRS 7

Amendment to IFRS 16
Amendments to IAS 1 and IAS 8

The application of the revised IFRSs has had no significant impact on the interim condensed

Definition of a Business

Interest Rate Benchmark Reform
Covid-19-Related Rent Concessions (early adopted)

Definition of Material

consolidated financial statements of the Group.

With the restructuring of the Company’s business planning to provide more reliable and relevant
accounting information in financial reports, the Company has decided to adjust the statistical calibre
of segment reports. Before the change in segment reporting, the segment was mainly divided into
five business segments: brokerage and wealth management, credit business, institutional securities
services, investment management, overseas business and others; and after the change, the
segment was mainly divided into six business segments: wealth management, corporate finance,
institutional customers, investment trading, asset management and equity investment and others.
This change does not affect the financial statement data and presentation, and it only affects the
presentation of segment reporting. The comparative amounts have been reclassified in accordance
with the segment presentation requirements. Details of which are included in note 58 to the financial

statements.

USE OF JUDGEMENTS AND ESTIMATES

The preparation of the interim condensed consolidated financial statements requires management
to make judgements and estimates that affect the reported amounts of revenues, expenses, assets
and liabilities, and the disclosure of contingent liabilities, at the reporting date. However, uncertainty
about these assumptions and estimates could result in outcomes that could require a material
adjustment to the carrying amounts of the assets and liabilities affected in the future.

The significant judgments made by management in applying the Group’s accounting policies and
key sources of uncertainty were the same as those applied in the preparation of the consolidated

financial statements for the year ended 31 December 2019.

FEE AND COMMISSION INCOME

Income arising from

for the first time for the current

Six months ended 30 June

- Securities brokerage and investment advisory

business
- Underwriting and sponsorship business
- Asset management business
- Futures brokerage business
- Financial advisory business
- Others

Total

2020 2019
(Unaudited) (Unaudited)
2,078,547 1,819,569
1,188,793 755,682
857,545 620,622
140,166 115,268
54,631 68,857
13,539 11,743
4,333,221 3,391,741
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EVERBRIGHT SECURITIES COMPANY LIMITED
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

5.

INTEREST INCOME

Interest income arising from
- Margin financing and securities lending
- Deposit in financial institutions
- Debt instruments at fair value through
other comprehensive income
- Financial assets measured at amortized cost

- Securities-backed lending and stock repurchases

- Finance lease receivables
- Receivable arising from
sale-and-leaseback arrangements

- Financial assets held under resale agreements

- Others
Total

NET INVESTMENT GAINS

Net realized gains/(losses) from

- Financial instruments at fair value through
profit or loss

- Derivative financial instruments

- Debt instruments at fair value through
other comprehensive income

- Financial assets measured at amortized cost

Dividend and other income from

- Financial instruments at fair value through
profit or loss

- Equity instruments at fair value through
other comprehensive income

Unrealized fair value changes of

- Financial instruments at fair value through
profit or loss

- Derivative financial instruments

Total

14

Six months ended 30 June

2020 2019
(Unaudited) (Unaudited)
1,237,458 1,196,806
893,352 774,175
224,923 222,993
168,250 186,107
164,542 494,561
68,833 130,401
16,170 9,570
619 7,682
37,921 17,561
2,812,068 3,039,856

Six months ended 30 June

2020 2019
(Unaudited) (Unaudited)
269,435 36,049
(72,226) 32,265
65,649 15,972
1,212 (9,314)
826,460 916,821
233 180
319,637 1,008,479
117 (9,785)
1,410,517 1,990,667




EVERBRIGHT SECURITIES COMPANY LIMITED
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

7.

OTHER INCOME AND GAINS

Government grants

Income from bulk commodity trading
Income from the agent business
Rental income

Exchange (losses)/ gains

Others

Total

FEE AND COMMISSION EXPENSES

Expenses arising from

- Securities brokerage and investment advisory

business
- Underwriting and sponsorship business
- Futures brokerage business
- Asset management business

Total

INTEREST EXPENSES

Interest expenses for

- Long-term bonds

- Financial assets sold under repurchase
agreements

- Placements from other financial institutions

- Loans and borrowings

- Other structured entities’ holders

- Short-term debt instruments

- Accounts payable to brokerage clients

- Lease liabilities

- Others

Total

15

Six months ended 30 June

2020 2019
(Unaudited) (Unaudited)
216,599 138,620
127,513 11,246
18,881 24,412
11,977 9,796
(1,195) 2,289
20,703 14,087
394,478 200,450

Six months ended 30 June

2020 2019
(Unaudited) (Unaudited)
573,031 485,574
82,519 25,065
13,498 9,262

349 -
669,397 519,901

Six months ended 30 June

2020 2019
(Unaudited) (Unaudited)
1,054,785 1,439,755
238,282 221,577
218,502 84,844
229,791 265,735
100,101 87,336
71,339 91,731
56,986 49,224
16,157 16,523
21,809 6,023
2,007,752 2,262,748




EVERBRIGHT SECURITIES COMPANY LIMITED
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

10.

11.

12.

STAFF COSTS

Six months ended 30 June

2020 2019

(Unaudited) (Unaudited)

Salaries, bonuses and allowances 1,770,052 1,675,318
Contributions to pension schemes 71,014 124,264
Other social welfare 168,257 168,722
Total 2,009,323 1,968,304

The domestic employees of the Group in Mainland China participate in social welfare plans, including
pension, medical, housing, and other welfare benefits, organised and administered by the
governmental authorities. The Group also operates a Mandatory Provident Fund Scheme for all
qualifying employees in Hong Kong under the Mandatory Provident Fund Schemes Ordinance.
According to the relevant regulations, the premiums and welfare benefits contributions that should
be borne by the Group are calculated on a regular basis and paid to the labour and social welfare
authorities based on a certain percentage of the employees’ salaries. These pension schemes are
defined contribution plans and contributions to the plans are expensed as incurred.

DEPRECIATION AND AMORTIZATION EXPENSES

Six months ended 30 June

2020 2019

(Unaudited) (Unaudited)

Amortization of right-of-use assets 159,808 137,543

Amortization of other intangible assets 115,062 105,837

Depreciation of property and equipment 52,315 55,971
Amortization of leasehold improvements

and long-term deferred expenses 24,634 20,404

Total 351,819 319,755

OTHER OPERATING EXPENSES

Six months ended 30 June

2020 2019
(Unaudited) (Unaudited)
Cost of bulk commodity trading 133,638 11,212
IT operating expenses 129,146 113,211
Fund and asset management plan distribution
and custodian expenses 118,599 122,316
Rental expenses and utilities 52,726 72,672
Business travel expenses 48,851 68,941
Promotion and entertainment expenses 48,518 65,011
Stock exchange management fees 34,751 16,185
Postal and communication expenses 34,285 37,772
Consulting and professional services 27,454 22,090
Securities/futures investor protection funds 27,215 33,983
Miscellaneous expenses 20,827 20,779
Auditors’ remuneration 3,037 2,848
Others 70,323 67,504
Total 749,370 654,524
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EVERBRIGHT SECURITIES COMPANY LIMITED
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

13. PROVISION FOR CONTINGENT LIABILITIES

(a) Provision

As at As at
30 June 2020 31 December 2019
(Unaudited) (Audited)
Provision 3,002,823 3,01 0,922

(b) Provision for contingent liabilities
As at As at
30 June 2020 31 December 2019
(Unaudited) (Audited)
At the beginning of the period/year 3,010,922 1,400,000
Provision for the period/year - 1,610,922
Others (8,099) -
At the end of the period/year 3,002,823 3,010,922

Everbright Capital Investment Co., Ltd. (hereinafter referred to as “Everbright Capital”), a wholly-
owned subsidiary of the Company, is principally engaged in the private equity investment fund
business. Everbright Jinhui Asset Management Co., Ltd. (Shanghai) (hereinafter referred to as
“Everbright Jinhui”) is a subsidiary of Everbright Capital. In 2016, Everbright JinHui, together with
Baofeng (Tianjin) Investment Management Co., Ltd, a wholly-owned subsidiary of Baofeng Group
Co., Ltd. (hereinafter referred to as "Baofeng Group") and Shanghai Qunchang Financial Services
Co., Ltd., signed a partnership agreement with the limited partners of Shanghai Jinxin Investment
Consultancy Partnership Enterprise (Limited Partnership) (hereinafter referred to as “Jinxin Fund”)
as general partners with the proposition to directly or indirectly acquire 65% equity interests in an
overseas company, MP & Silva Holding S.A. (hereinafter referred to as “MPS”) through the
incorporation of a special purpose vehicle held by Jinxin Fund. Everbright Capital contributed
RMBG60 million as one of the junior-tranche limited partners of Jinxin Fund. On 23 May 2016, Jinxin
Fund completed the acquisition of the 65% equity interests in MPS. However, MPS subsequently
encountered difficulties in its operations, as a result of which Jinxin Fund failed to exit as originally

planned, which exposed Jinxin Fund to relatively significant risks.

Each of the senior-tranche limited partners which contributed a total of RMB3.2 billion to Jinxin Fund
presented a “Letter of Makeup of Shortfall” with the seal of Everbright Capital affixed, the main
contents of which are that Everbright Capital shall have the obligation to make up the corresponding
shortfall to the extent that the senior-tranche limited partners are unable to exit their investments
with indicated returns. One of the mid-tranche limited partners presented the “Supplementary
Agreement” signed by all general partners with this mid-tranche limited partner. The Supplementary
Agreement stated that all general partners have the obligation to make up the corresponding shortfall
to the extent that the mid-tranche limited partners are unable to exit their investments with indicated

returns.

On 25 February 2019, the investment period of Jinxin Fund expired and Everbright Capital failed to

exit as originally planned.
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EVERBRIGHT SECURITIES COMPANY LIMITED
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

13.

(b)

PROVISION FOR CONTINGENT LIABILITIES (continued)
Provision for contingent liabilities (continued)

In addition, in October 2018, Shanghai Hua Rui Bank Co., Ltd. (hereinafter referred to as “Hua Rui
Bank”), the stakeholder of one of the senior-trance limited partners initiated arbitration proceedings
against Everbright Jinhui to recover investment principal, investment return, penalty, legal and
arbitration costs amounting to RMB452.37 million for principal of RMB400 million. In November 2018,
Hua Rui Bank also filed a civil lawsuit with the Shanghai Financial Court against Everbright Capital
over the same case with claims amounting to approximately RMB431.36 million. Hua Rui Bank also
initiated preservative measures requesting the Shanghai Financial Court to freeze Everbright
Capital’s basic deposit account and equity interests in some investments. In May 2020, Everbright
JinHui received the Shanghai International Economic and Trade Arbitration Commission (Shanghai
International Arbitration Center) Arbitration Award ([2020] Humao Arbitration No. 0338), which ruled
that Everbright JinHui, as a respondent, shall pay Hua Rui Bank principal of RMB400 million and the
corresponding expected income, legal fees, arbitration fees and other related expenses to Hua Rui
Bank as applicant. In August 2020,Everbright Capital received the Paper of Civil Judgement of first
instance((2018) Hu 74 Min Chu No. 730) from the Shanghai Financial Court that Everbright Capital
shall pay to Hua Rui Bank for principal of RMB400 million and the investment income from 1 January
2018 to the date of actual fulfillment, and bear the legal fees, preservation fee and other related
expenses. As of the date of approval of the financial statements, the Group has appealed to the High
Court. If Hua Rui Bank receives the original capital of its investment and the income due to the
enforcement of the outcome of arbitration, the payment obligation of Everbright Capital under the
above judgment will be decreased correspondingly.

In November 2018, Shenzhen Hengxiang Equity Investment Fund LLP (limited partnership)
(hereinafter referred to as “Shenzhen Hengxiang”), one of the mid-tranche limited partners of Jinxin
Fund, initiated arbitration proceedings against Everbright Jinhui to recover the investment principal,
investment return, legal and arbitration costs. The People’s Court of Jingan District of Shanghai has
frozen the relevant equity interests in some investments held by Everbright Jinhui. In April 2020,
Everbright Jinhui received the Shanghai International Economic and Trade Arbitration Commission
(Shanghai International Arbitration Center) Arbitration Award ([2020] Humao Arbitration No. 0322),
which ruled that Everbright Jinhui, Baofeng (Tianjin) Investment Management Co., Ltd. and
Shanghai Qunchang Financial Services Co., Ltd., as respondents, shall pay Shenzhen Hengxiang's
investment principal of RMB150 million and the corresponding expected income, legal fees,
arbitration fees and other related expenses.

In May 2019, Everbright Capital received the notice of responding to prosecution from the Shanghai
Financial Court. The stakeholder of one of senior-tranche limited partners of JinXin Fund, China
Merchants Bank Co., Ltd. (hereinafter referred to as “Merchants Bank”), initiated a civil lawsuit as
plaintiff against Everbright Capital, requesting Everbright Capital to fulfil the obligation of making up
the shortfall according to the “Letter of Makeup of Shortfall’. The suit amount was about RMB3,489
million for principal of RMB2,800 million, expected income, penalties and other related expenses. In
August 2020,Everbright Capital received the Paper of Civil Judgement of first instance ((2019) Hu
74 Min Chu No. 601) from the Shanghai Financial Court that Everbright Capital shall pay RMB3,116
million and the accrued interest from 6 May 2019 to the date of actual payoff to Merchants Bank,
and bear part of the legal fees, property preservation fee and other related expenses. As of the date
of approval of the financial statements, the Group has appealed to the High Court.
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EVERBRIGHT SECURITIES COMPANY LIMITED
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

13. PROVISION FOR CONTINGENT LIABILITIES (continued)

(b)

Provision for contingent liabilities (continued)

Based on the assessment of the current situation and considering the professional advices provided
by the attorneys engaged, the Company is of the view that there may be irregularities over the
issuance of the “Letter of Makeup of Shortfall” and “Supplementary Agreement” and, therefore,
uncertainty when determining ensuing obligations; as such, the specific eventual responsibility will
need to be ascertained through legal proceedings or other necessary procedures. Based on the
above circumstances, the Group made a provision for contingent liabilities amounting to RMB3
billion as of 30 June 2020 (31 December 2019: RMB3 billion), in accordance with the relevant
provisions of the IAS 37 Provisions, Contingent Liabilities and Contingent Assets. The Group has
appealed to against the judgment of the first instance, and the relevant litigation is currently in
progress. The Group has made the amount of provision based on possibility of the responsibility to

be undertaken.

The provision was made based on an assessment and estimate of probable losses, after considering
the repurchase agreement for Baofeng Group and its controlling shareholder, Feng Xin, to
repurchase equity interests in MPS from Jinxin Fund as contractually agreed. In this regard, in March
2019, Everbright Jinhui, in its capacity as the executive partner of Jinxin Fund, together with Jinxin
Fund, jointly pursued civil legal action against Baofeng Group and Feng Xin at Beijing Higher
People’s Court, seeking compensation for losses arising from the non-fulfilment of their obligations
to repurchase the 65% equity interests in MPS from Jinxin Fund and other related costs, totalling
RMB751.19 million. In addition, the provision was made after taking into consideration a “Letter of
undertaking” issued by Feng Xin to Everbright Capital and Everbright Jinhui, and the market value
of Feng Xin’s shares pledged to the senior-tranche limited partners, as well as other measures being
taken to recover the investment in MPS. The Company will continue to monitor the progress and
results of the matter, evaluate the responsibility to be undertaken, and disclose the relevant

information.

Please refer to the Group’s announcements of No. Lin 2019-008, No. Lin 2019-012, No. Lin 2019-
016, No. Lin 2019-037, Lin 2019-051, Lin 2020-015, Lin 2020-049, Lin 2020-51 and Lin 2020-80 for

more details.
14, CREDIT LOSS EXPENSE
Six months ended 30 June
2020 2019
(Unaudited) (Unaudited)
Provision for/(reversal of) credit losses against
- Financial assets held under resale agreements 195,973 112,843
- Finance lease receivables (9,880) (7,826)
- Debt instruments at fair value through
other comprehensive income (8,598) 57,293
- Receivable arising from
sale-and-leaseback arrangements 7,267 2,548
- Margin accounts receivable (3,777) (38,780)
- Financial assets measured at amortized cost 2,416 208,372
- Other receivables and prepayments (359) (509)
- Accounts receivable (2) 19,680
Total 183,040 353,621
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EVERBRIGHT SECURITIES COMPANY LIMITED
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

15.

16.

INCOME TAX EXPENSE
Taxation in the condensed consolidated statement of profit or loss represents:

Six months ended 30 June

2020 2019
(Unaudited) (Unaudited)
Current tax
- Mainland China income tax 653,023 397,446
- Hong Kong profits tax 20,210 28,457
673,233 425,903
Adjustment in respect of prior years
- Mainland China income tax 2,480 7,391
- Hong Kong profits tax 1,878 3,515
4,358 10,906
Deferred tax
- Origination and reversal of
temporary differences 86,101 115,355
Total 763,692 552,164

According to the PRC Corporate Income Tax (“CIT”) Law that took effect on 1 January 2008, the
Company and the Group’s Mainland China subsidiaries are subject to CIT at the statutory tax rate
of 25%.

For the Group’s Hong Kong subsidiaries, Hong Kong profits tax has been provided at the rate of
16.5% on the estimated assessable profits for the period.

DIVIDENDS
Six months ended 30 June
2020 2019
(Unaudited) (Unaudited)
Dividends recognised as distribution 170,599 461,079

Pursuant to the resolution of the meeting of shareholders held on 2 June 2020, the Company
distributed cash dividends of RMB0.37 yuan for every 10 shares (tax included) amounting to

RMB170,599 thousand in total for the year ended 31 December 2019. On 24 July 2020, cash
dividends recognised as distributions of the Company were paid.

20



EVERBRIGHT SECURITIES COMPANY LIMITED
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

17. BASIC AND DILUTED EARNINGS PER SHARE
The basic earnings per share amount is calculated by dividing the profit for the period attributable to
shareholders of the Company by the weighted average number of ordinary shares in issue. There
has been no change in the number of ordinary shares during the reporting period.

Six months ended 30 June

2020 2019
(Unaudited) (Unaudited)
Profit attributable to shareholders of
the Company 2,151,890 1,609,065
Weighted average number of ordinary shares
in issue (thousands) 4,610,788 4,610,788
Basic and diluted earnings per share attributable
to equity shareholders (in RMB per share) 0.4667 0.3490

During the reporting period, there were no potentially dilutive ordinary shares, so the diluted earnings
per share amount was the same as the basic earnings per share amount.
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EVERBRIGHT SECURITIES COMPANY LIMITED

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

19. LEASES
(a) The Group as a lessee

(i) Right-of-use assets

The carrying amounts of the Group’s right-of-use assets and the movements during the year are as

follows:
Buildings Others Total
Cost
As at 1 January 2019 (Audited) 823,884 2,313 826,197
Additions 232,874 4,506 237,380
Disposals and others (16,231) - (16,231)
As at 31 December 2019 (Audited) 1,040,527 6,819 1,047,346
Additions and others 111,603 1,015 112,618
Disposals (54,316) (884) (55,200)
As at 30 June 2020 (Unaudited) 1,097,814 6,950 1,104,764
Accumulated depreciation
As at 1 January 2019 (Audited) - - -
Charge for the year (293,234) (1,204) (294,438)
Disposals and others 2,868 - 2,868
As at 31 December 2019 (Audited) (290,366) (1,204) (291,570)
Charge for the period (159,075) (733) (159,808)
Disposals and others 34,073 440 34,513
As at 30 June 2020 (Unaudited) (415,368) (1,497) (416,865)
Net carrying amount
As at 30 June 2020 (Unaudited) 682,446 5,453 687,899
As at 31 December 2019 (Audited) 750,161 5,615 755,776
(ii) Lease liabilities
The carrying amount of lease liabilities and the movements during the year are as follows:
As at As at
30 June 2020 31 December 2019
(Unaudited) (Audited)
Carrying amount at the beginning of the period/year 744,848 810,842
New leases 112,618 237,380
Accretion of interest recognised during the
period/year 16,157 34,050
Payments (186,270) (351,308)
Others (234) 13,884
Carrying amount at the end of the period/year 687,119 744,848
Analysed into:
Current portion 213,745 255,681
473,374 489,167

Non-current portion
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EVERBRIGHT SECURITIES COMPANY LIMITED
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

19. LEASES (continued)

(a) The Group as a lessee (continued)
(iii) The amounts recognised in profit or loss in relation to leases are as follows:
Six months ended 30 June
2020 2019
(Unaudited) (Unaudited)
Amortization of right-of-use assets 159,808 137,543
Interest on lease liabilities 16,157 16,523
Expense relating to short-term leases 5,015 14,669
Expense relating to leases of low-value assets 825 1,151
Total 181,805 169,886
(iv) Extension and termination options

The Group has some lease contracts that include extension and termination options. These options
are negotiated by management to provide flexibility in managing the leased-asset portfolio and the
Group normally would choose to execute extension options to align with the Group’s business needs
and the termination option will not have a significant impact on the Group’s financial statements.

(b) The Group as a lessor

(i) The amounts recognised in profit or loss in relation to leases are as follows:

The Group leases its buildings and transportation equipment consisting of some commercial
properties and a plane under operating lease arrangements. The terms of the leases generally
require the tenants to pay security deposits and provide for periodic rent adjustments according to
the then prevailing market conditions. Rental income recognised by the Group during the period was

RMB11,977 thousand, details of which are included in note 7 to the financial statements.

As at 30 June 2020 and 31 December 2019, the undiscounted lease payments receivable by the

Group in future periods under non-cancellable operating leases with its tenants are as follows:

As at As at

30 June 2020 31 December 2019

(Unaudited) (Audited)
Within one year 16,594 20,371
After one year but within two years 13,303 13,249
After two years but within three years 12,141 12,901
After three years but within four years 11,146 11,234
After four years but within five years 10,992 11,249
After five years 37,767 43,280
Total 101,943 112,284
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EVERBRIGHT SECURITIES COMPANY LIMITED

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

20.

21.

GOODWILL

Cost

Effect of exchange rate changes for cost
Less: Provision for impairment losses

Effect of exchange rate changes for
impairment provision

Carrying amount

OTHER INTANGIBLE ASSETS

Cost

As at 31 December 2018 (Audited)

Additions

As at 31 December 2019 (Audited)

Additions and others
Disposals
As at 30 June 2020 (Unaudited)

Accumulated amortization

As at 31 December 2018 (Audited)

Charge for the year

As at 31 December 2019 (Audited)

Charge for the period
Disposals
As at 30 June 2020 (Unaudited)

Carrying amount
As at 30 June 2020 (Unaudited)

As at 31 December 2019 (Audited)

As at As at

30 June 2020 31 December 2019
(Unaudited) (Audited)

1,504,201 1,504,201

226,055 192,785
(647,131) (647,131)
(47,083) (33,662)

1,036,042 1,016,193

Customer Software

relationship and others Total
859,870 740,202 1,600,072
3,727 92,063 95,790
863,597 832,265 1,695,862
2,275 39,277 41,552
- (120) (120)
865,872 871,422 1,737,294
(572,755) (591,103) (1,163,858)
(147,429) (70,517) (217,946)
(720,184) (661,620) (1,381,804)
(75,787) (39,275) (115,062)

- 120 120
(795,971) (700,775) (1,496,746)
69,901 170,647 240,548
143,413 170,645 314,058
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EVERBRIGHT SECURITIES COMPANY LIMITED
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

22.

(@)

INTERESTS IN STRUCTURED ENTITIES
Interests in structured entities consolidated by the Group

The Group had consolidated certain structured entities, mainly wealth management products. For
those structured entities where the Group is involved as a manager or as an investor, the Group
assesses the controlling power according to the relevant group accounting policies.

Interests held by other investors in these consolidated structured entities were classified as financial
liabilities at fair value through profit or loss, and other payables and accruals in the consolidated
statement of financial position.

At the end of the reporting period, the Group reassessed the control of structured entities and
determined whether the Group is still a principal.

Structured entities sponsored by third party institutions which the Group does not consolidate but
holds an interest in

The types of structured entities that the Group does not consolidate but in which it holds an interest
include funds, wealth management products, contribution to designated accounts at China Securities
Finance Corporation Limited (“CSFC”) and other issued by banks or other financial institutions.
These vehicles are financed through the issued units to investors.

The carrying amount of the related accounts in the consolidated statement of financial position is
equal to the maximum exposure to loss of interests held by the Group in the unconsolidated
structured entities sponsored by third party institutions as at the end of the reporting period, which
are listed below:

As at 30 June 2020 (Unaudited)

Equity instruments at
fair value through other

Financial assets at
fair value through

comprehensive income profit or loss Total
Funds - 13,840,894 13,840,894
Wealth management products - 17,213,267 17,213,267
Contribution to designated
accounts at CSFC 4,358,790 - 4,358,790
Others - 2,262,333 2,262,333
Total 4,358,790 33,316,494 37,675,284
As at 31 December 2019 (Audited)
Equity instruments at  Financial assets at
fair value through other fair value through
comprehensive income profit or loss Total
Funds - 13,469,078 13,469,078
Wealth management products - 19,919,556 19,919,556
Contribution to designated
accounts at CSFC 4,491,547 - 4,491,547
Others - 2,397,450 2,397,450
Total 4,491,547 35,786,084 40,277,631
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EVERBRIGHT SECURITIES COMPANY LIMITED
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

22.

(c)

23.

INTERESTS IN STRUCTURED ENTITIES (continued)
Structured entities sponsored by the Group which the Group does not consolidate

The types of structured entities sponsored by the Group which the Group does not consolidate but
in which it holds an interest include funds and wealth management products.

The carrying amount of the related accounts in the consolidated statement of financial position is
equal to the maximum exposure to loss of interests held by the Group in the unconsolidated
structured entities sponsored by the Group as at the end of the reporting period, which are listed
below:

As at As at
30 June 2020 31 December 2019
(Unaudited) (Audited)

Financial assets at fair value through profit or loss
Funds 449,981 427,497
Wealth management products 1,503,845 1,448,392
Total 1,953,826 1,875,889

As at 30 June 2020 and 31 December 2019, the net assets of these unconsolidated structured
entities in which the Group acted as an asset manager but did not have any interests amounted to
RMB272,517,711 thousand and RMB327,087,379 thousand, respectively.

During the six months ended 30 June 2020 and 2019, the Group recognised the income from these
unconsolidated structured entities in which the Group acted as an asset manager but did not have
any interests amounted to RMB721,845 thousand and RMB524,867 thousand, respectively. As at
30 June 2020 and 31 December 2019, the corresponding remuneration receivables totalled
RMB106,074 thousand and RMB 128,528 thousand, respectively.

INTERESTS IN ASSOCIATES AND JOINT VENTURES

As at As at
30 June 2020 31 December 2019
(Unaudited) (Audited)

Share of net assets
- Associates 622,641 608,559
- Joint ventures 417,584 430,857
Total 1,040,225 1,039,416
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EVERBRIGHT SECURITIES COMPANY LIMITED
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

23.

INTERESTS IN ASSOCIATES AND JOINT VENTURES (continued)

Summarised financial information of the Group’s material associates, reconciled to the carrying
amounts in the interim condensed consolidated financial statements, is disclosed below:

Dacheng Fund Management Co., Ltd.

Gross amounts of the associate:
Assets
Liabilities
Net assets

Revenue

Profit for the period

Other comprehensive income
Total comprehensive income

Dividend received from the associate

Reconciled to the Group’s interest in the associate:

Net assets attributable to shareholders
of the parent company
The Group'’s effective interest
The Group’s share of net assets of the associate

Carrying amount in the consolidated financial
statements

As at As at
30 June 2020 31 December 2019
(Unaudited) (Audited)
3,757,146 3,627,169
(1,335,355) (1,261,708)
2,421,791 2,365,461
Six months ended 30 June
2020 2019
(Unaudited) (Unaudited)
622,585 541,782
150,805 148,420
(1,475) 28,810
149,330 177,230
23,250 -
As at As at
30 June 2020 31 December 2019
(Unaudited) (Audited)
2,421,791 2,365,461
25% 25%
605,448 591,365
605,448 591,365

The following table illustrates the aggregate financial information of the Group’s associates and joint

ventures that are not individually material:

Aggregate amounts of the Group’s share of those
associates and joint ventures’ net gain/(losses)

Total comprehensive income

Aggregate carrying amount of individually immaterial

associates and joint ventures in the consolidated
financial statements

32

Six months ended 30 June

2020 2019
(Unaudited) (Unaudited)
6,639 (15,371)

6,639 (15,371)

As at As at

30 June 2020 31 December 2019
(Unaudited) (Audited)
434,777 448,051




EVERBRIGHT SECURITIES COMPANY LIMITED
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

24,

FINANCIAL ASSETS MEASURED AT AMORTIZED COST

Non-current

Debt securities
Others
Less: Allowance for ECLs

Total
Analysed as:

Listed in Hong Kong
Listed outside Hong Kong

Unlisted

Total

Current

Debt securities
Less: Allowance for ECLs

Total

Analysed as:
Unlisted

Total

As at As at

30 June 2020 31 December 2019
(Unaudited) (Audited)
5,294,729 5,930,995
189,634 189,634
(296,962) (351,785)
5,187,401 5,768,844
157,633 199,641
321,331 138,924
4,708,437 5,430,279
5,187,401 5,768,844
As at As at

30 June 2020 31 December 2019
(Unaudited) (Audited)
1,124,286 1,438,374
(50,952) (1,352)
1,073,334 1,437,022
1,073,334 1,437,022
1,073,334 1,437,022

As at 30 June 2020, the financial assets measured at amortized cost which were pledged as
collateral amounted to RMB2,787,510 thousand. (as at 31 December 2019: RMB2,562,962

thousand).

Analysis of the movements of allowance for ECLs:

At the beginning of the period/year

Charge for the period/year
Reversal for the period/year
Amounts written off

Others

At the end of the period/year

Analysed by stage of ECLs:

As at 30 June 2020

As at 31 December 2019

As at As at

30 June 2020 31 December 2019

(Unaudited) (Audited)

353,137 138,427

3,143 288,990

(727) (74,014)

(8,290) (712)

651 446

347,914 353,137
Stage 1 Stage 2 Stage 3 Total
4,142 30,987 312,785 347,914
Stage 1 Stage 2 Stage 3 Total
5,789 35,875 311,473 353,137
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EVERBRIGHT SECURITIES COMPANY LIMITED
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

25. EQUITY INSTRUMENTS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

As at As at

Non-current 30 June 2020 31 December 2019

(Unaudited) (Audited)

Equity securities 655,868 580,975

Contribution to designated accounts at CSFC 4,358,790 4,491,547

Total 5,014,658 5,072,522
Analysed as:

Listed outside Hong Kong 72,328 -

Unlisted 4,942,330 5,072,522

Total 5,014,658 5,072,522

As at 30 June 2020, the non-current financial assets at fair value through other comprehensive
income included funds contributed by the Company together with various PRC securities firms, to
designated accounts managed by CSFC have been classified as equity instruments at fair value
through other comprehensive income since 1 January 2018. As at 30 June 2020, the cost and fair
value of the Company’s contribution were RMB4,380 million and RMB4,359 million based on the

investment account statement provided by CSFC, respectively.

For the six months ended 30 June 2020, the Group disposed of some of the equity instruments at
fair value through other comprehensive income as a result of an adjustment in its investment
strategy. The carrying amount and the accumulated net realized gains of the equity instruments

disposed of were RMB30,547 thousand and RMB537 thousand, respectively.

As at 30 June 2020, equity instruments at fair value through other comprehensive income
Group included approximately RMB4,431,119 thousand of pledged or restricted.
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EVERBRIGHT SECURITIES COMPANY LIMITED
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

26.

DEBT INSTRUMENTS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

Non-current

Debt securities

Total

Analysed as:

Listed outside Hong Kong
Unlisted

Total

Current

Debt securities

Total
Analysed as:

Listed outside Hong Kong
Unlisted

Total

As at As at

30 June 2020 31 December 2019
(Unaudited) (Audited)
7,789,293 8,875,024
7,789,293 8,875,024
432,970 612,430
7,356,323 8,262,594
7,789,293 8,875,024

As at As at

30 June 2020 31 December 2019
(Unaudited) (Audited)
3,012,848 3,677,843
3,012,848 3,677,843
77,133 20,577
2,935,715 3,657,266
3,012,848 3,677,843

As at 30 June 2020, the debt instruments at fair value through other comprehensive income which

were pledged as collateral

RMB5,100,306 thousand)

Analysis of the movements of allowance for ECLs:

At the beginning of the period/year

Charge for the period/year

Reversal for the period/year

Amounts written off

At the end of the period/year
Analysed by stage of ECLs:

As at 30 June 2020

As at 31 December 2019

amounted to RMB5,120,099 thousand

December 2019:

As at As at

30 June 2020 31 December 2019

(Unaudited) (Audited)

208,440 84,750

- 152,089

(8,598) -

(1,944) (28,399)

197,898 208,440

Stage 1 Stage 2 Stage 3 Total
5,126 1,214 191,558 197,898
Stage 1 Stage 2 Stage 3 Total
6,570 47,622 154,248 208,440
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EVERBRIGHT SECURITIES COMPANY LIMITED
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

27.

(@)

FINANCIAL ASSETS HELD UNDER RESALE AGREEMENTS

Analysed by collateral type:

As at As at
Non-current 30 June 2020 31 December 2019
(Unaudited) (Audited)
Equity securities - 585,075
Less: Allowance for ECLs - (235)
Total - 584,840
As at As at
Current 30 June 2020 31 December 2019
(Unaudited) (Audited)
Debt securities 1,701,987 3,244,388
Equity securities 5,079,123 5,731,797
Less: Allowance for ECLs (1,471,426) (1,275,218)
Total 5,309,684 7,700,967
Analysed by market:
As at As at
Non-current 30 June 2020 31 December 2019
(Unaudited) (Audited)
Stock exchanges - 585,075
Less: Allowance for ECLs - (235)
Total - 584,840
As at As at
Current 30 June 2020 31 December 2019
(Unaudited) (Audited)
Stock exchanges 5,302,431 5,932,097
Interbank market 1,478,679 3,044,088
Less: Allowance for ECLs (1,471,426) (1,275,218)
Total 5,309,684 7,700,967
Analysis of the movements of allowance for ECLs:
As at As at
30 June 2020 31 December 2019
(Unaudited) (Audited)
At the beginning of the period/year 1,275,453 427,107
Charge for the period/year 195,973 935,612
Reversal for the period/year - (87,266)
At the end of the period/year 1,471,426 1,275,453
Analyzed by stage of ECLs:
Stage 1 Stage 2 Stage 3 Total
As at 30 June 2020 2,612 44 1,468,770 1,471,426
Stage 1 Stage 2 Stage 3 Total
As at 31 December 2019 5,653 7,542 1,262,258 1,275,453
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EVERBRIGHT SECURITIES COMPANY LIMITED
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

28. REFUNDABLE DEPOSITS
As at As at
30 June 2020 31 December 2019
(Unaudited) (Audited)
Deposits with stock exchanges and clearing houses
- China Securities Depository and Clearing
Corporation Limited 605,894 170,643
- Hong Kong Securities Clearing Company Limited 21,309 461,234
- Shanghai Clearing House 45,434 45,019
- The Stock Exchange of Hong Kong Limited 16,200 17,202
Subtotal 688,837 694,098
Deposits with futures and commodity exchanges
- China Financial Futures Exchange 1,278,237 1,139,430
- Shanghai Futures Exchange 1,075,873 894,275
- Dalian Commodity Exchange 997,791 715,227
- Zhengzhou Commodity Exchange 791,085 606,373
- Shanghai International Energy Exchange 231,977 81,495
- Hong Kong Futures Exchange 8,221 8,062
- Shanghai Gold Exchange 2,820 2,920
Subtotal 4,386,004 3,447,782
Deposits with other institutions
- CSFC 306,461 268,118
- Other institutions 3,699 5,530
Subtotal 310,160 273,648
Total 5,385,001 4,415,528
29. INCOME TAX
(a) Current taxation
As at As at
30 June 2020 31 December 2019
(Unaudited) (Audited)
Current tax liabilities 542,441 653,972
As at As at
30 June 2020 31 December 2019
(Unaudited) (Audited)
At the beginning of the period/year 653,972 403,306
Provision for the period/year 677,591 945,205
Increase through the sale of
equity instruments at fair value through
other comprehensive income 134 5,340
Tax paid (789,256) (699,879)
542,441 653,972

At the end of the period/year
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EVERBRIGHT SECURITIES COMPANY LIMITED
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

29. INCOME TAX (continued)
(b) Deferred tax assets/(liabilities) recognised

The components of deferred tax assets/(liabilities) recognised in the consolidated statement of
financial position and the movements during the reporting period are as follows:

Intangible
Allowance Changes in assets
forECLs Employee fair value of recognised
/impairment benefits financial in the
Deferred tax arising from: losses payable instruments acquisition Others Total
As at 1 January 2019
(Audited) 590,758 152,651 395,376 (42,388) 37,215 1,133,612
Recognised in profit or loss 938,995 (2,018) (519,594) 21,662 (18,606) 420,439
Recognised in reserves (30,919) - (38,777) - - (69,696)
Transferred out - - 5,340 - - 5,340
As at 31 December 2019
(Audited) 1,498,834 150,633 (157,655) (20,726) 18,609 1,489,695
Recognised in profit or loss 45,110 22,417 (157,203) 11,119 (7,544) (86,101)
Recognised in reserves 2,149 - 15,910 - - 18,059
Transferred out - - 134 - - 134
As at 30 June 2020
(Unaudited) 1,546,093 173,050 (298,814) (9,607) 11,065 1,421,787
(c) Reconciliation to the statement of financial position
As at As at
30 June 2020 31 December 2019
(Unaudited) (Audited)
Net deferred tax assets recognised in the
consolidated statement of financial position 1,486,581 1,618,157
Net deferred tax liabilities recognised in the
consolidated statement of financial position (64,794) (128,462)
Total 1,421,787 1,489,695
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EVERBRIGHT SECURITIES COMPANY LIMITED
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

20. INCOME TAX (continued)

(d) Recognised in other comprehensive income
Six months ended 30 June 2020 (Unaudited)
Before tax Tax benefit Net of tax
Debt instruments at fair value through
other comprehensive income
- Net changes in fair value 64,956 (16,252) 48,704
- Provision for ECL allowance (8,598) 2,149 (6,449)
- Reclassified to profit or loss (65,649) 16,412 (49,237)
Equity instruments at fair value through
other comprehensive income
- Net changes in fair value (62,999) 15,750 (47,249)
Share of other comprehensive income of associates (369) - (369)
Exchange differences on translation of
financial statements in foreign currencies 36,195 - 36,195
Total (36,464) 18,059 (18,405)
Six months ended 30 June 2019 (Unaudited)
Before tax Tax benefit Net of tax
Debt instruments at fair value through
other comprehensive income
- Net changes in fair value (50,679) 12,740 (37,939)
- Provision for ECL allowance 56,072 (14,024) 42,048
- Reclassified to profit or loss (21,593) 5,398 (16,195)
Equity instruments at fair value through
other comprehensive income
- Net changes in fair value 258,836 (64,709) 194,127
Share of other comprehensive income of associates 7,203 - 7,203
Exchange differences on translation of
financial statements in foreign currencies 9,339 - 9,339
Total 259,178 (60,595) 198,583
(e) Deferred tax assets not recognised

As at 30 June 2020 and 31 December 2019, the Group has not recognised deferred tax assets in
respect of cumulative tax losses, provision for contingent liabilities, allowance for ECLs, changes in
fair value of financial instruments, employee benefits payable and impairment losses against
goodwill with timing difference amounting to RMB2,327,899 thousand and RMB 1,807,565 thousand,
respectively, as it is not probable that future taxable profits against which the losses can be utilised
will be available in the relevant tax jurisdiction and entity. The expiration period of tax losses shall
be in accordance with the local current tax legislation.
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EVERBRIGHT SECURITIES COMPANY LIMITED
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

30. FINANCE LEASE RECEIVABLES

(a) Analysed by nature:

As at As at
30 June 2020 31 December 2019
(Unaudited) (Audited)
Gross lease receivables 2,709,957 3,584,832
Less: Unrealized finance income (175,865) (255,257)
Balance of finance lease receivables 2,534,092 3,329,575
Less: Allowance for ECLs (76,721) (86,601)
Finance lease receivables, net 2,457,371 3,242,974

Analysis for presentation purposes:
Current assets 1,463,272 1,644,785
Non-current assets 994,099 1,598,189
Total 2,457,371 3,242,974

Gross lease receivables and net lease receivables are as follows:

As at 30 June 2020 (Unaudited) As at 31 December 2019 (Audited)

Gross lease Net lease Gross lease Net lease
receivables receivables receivables receivables
Within 1 year 1,604,093 1,477,959 1,820,137 1,658,291
1to 2 years 847,311 808,814 1,194,411 1,125,769
2 to 3 years 215,705 207,573 504,189 484,690
Over 3 years 42,848 39,746 66,095 60,825
Total 2,709,957 2,534,092 3,584,832 3,329,575
Unrealized finance
income (175,865) - (255,257) -
Balance of finance
lease receivables 2,534,092 2,534,092 3,329,575 3,329,575
Allowance for ECLs (76,721) (76,721) (86,601) (86,601)
Finance lease
receivables, net 2,457,371 2,457,371 3,242,974 3,242,974

The Group sells finance lease receivables to the securitization vehicle, which in turn issues asset-
backed securities to investors with the purchased assets as the underlying assets. Details of which
are included in note 54 to the financial statements
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30.

(b)

31.

FINANCE LEASE RECEIVABLES (continued)

Analysis of the movements of allowance for ECLs:

As at As at

30 June 2020 31 December 2019

(Unaudited) (Audited)

At the beginning of the period/year 86,601 96,775
Charge for the period/year 2,572 12,353
Reversal of impairment (12,452) (21,833)
Amounts written off - (694)
At the end of the period/year 76,721 86,601

Analysed by stage of ECLs:

Stage 1 Stage 2 Stage 3 Total

As at 30 June 2020 8,797 40,452 27,472 76,721
Stage 1 Stage 2 Stage 3 Total

As at 31 December 2019 9,968 47,743 28,890 86,601

RECEIVABLE ARISING FROM SALE-AND-LEASEBACK ARRANGEMENTS

Analysed by nature:

As at As at
30 June 2020 31 December 2019
(Unaudited) (Audited)
Gross receivable arising from
sale-and-leaseback arrangements 933,524 503,439
Less: Unrealized finance income (69,844) (42,788)
Balance of receivable arising from
sale-and-leaseback arrangements 863,680 460,651
Less: Allowance for ECLs (13,863) (6,596)
Receivable arising from sale-and-
leaseback arrangements, net 849,817 454,055
Analysis for presentation purposes:
Current assets 382,517 199,676
Non-current assets 467,300 254,379
Total 849,817 454,055
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31. RECEIVABLE ARISING FROM SALE-AND-LEASEBACK ARRANGEMENTS (continued)
(a) Analysed by nature: (continued)
Gross lease receivables to be received and net lease receivables are as follows:

As at 30 June 2020 (Unaudited) As at 31 December 2019 (Audited)

Gross lease Net lease Gross lease Net lease
receivables receivables receivables receivables
Within 1 year 429,498 387,371 225,030 199,676
1to 2 years 313,118 292,511 177,526 164,887
2 to 3 years 177,519 170,877 77,402 73,765
Over 3 years 13,389 12,921 23,481 22,323
Total 933,524 863,680 503,439 460,651
Unrealized finance
income (69,844) - (42,788) -
Balance of receivable
arising from sale-and-
leaseback arrangements 863,680 863,680 460,651 460,651
Allowance for ECLs (13,863) (13,863) (6,596) (6,596)
Receivable arising from
sale-and-leaseback
849,817 849,817 454,055 454,055

arrangements, net

The Group sells receivable arising from sale-and-leaseback arrangements to the securitization
vehicle, which in turn issues asset-backed securities to investors with the purchased assets as the
underlying assets. Details of which are included in note 54 to the financial statements

(b) Analysis of the movements of allowance for ECLs:
As at As at
30 June 2020 31 December 2019
(Unaudited) (Audited)
At the beginning of the period/year 6,596 -
Charge for the period/year 7,581 6,596
Reversal of impairment (314) -
At the end of the period/year 13,863 6,596

(c) Analysed by stage of ECLs:

Stage 1 Stage 2 Stage 3 Total
As at 30 June 2020 8,995 - 4,868 13,863
Stage 1 Stage 2 Stage 3 Total
As at 31 December 2019 4,911 - 1,685 6,596
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32.

(@)

OTHER NON-CURRENT ASSETS

Analysed by nature:

Long-term deferred expenses("
Other receivables

Less: Allowance for ECLs

Total

Analysis of the movements of allowance for ECLs:

At the beginning of the period/year

Others

At the end of the period/year

(1) The movements of long-term deferred expenses are as follows:

Balance at the beginning of the period/year

Additions

Transfer from property and equipment

Amortization

Balance at the end of the period/year
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As at As at

30 June 2020 31 December 2019
(Unaudited) (Audited)
81,826 100,418
71,684 68,437
153,510 168,855

As at As at

30 June 2020 31 December 2019
(Unaudited) (Audited)

- 80,390

- (80,390)

As at As at

30 June 2020 31 December 2019
(Unaudited) (Audited)
100,418 92,109
5,719 29,600

323 28,032
(24,634) (49,323)
81,826 100,418
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33. ACCOUNTS RECEIVABLE

(a) Analysed by nature:

As at As at
30 June 2020 31 December 2019
(Unaudited) (Audited)

Accounts receivable of
- Brokers and dealers 1,887,953 1,719,397
- Settlement 1,030,962 1,088,472
- Fee and commission 331,744 307,651
- Investees 21,735 21,735
- Others 6,727 13,213
Less: Allowance for ECLs (72,690) (72,596)
Total 3,206,431 3,077,872

(b) Analysed by aging:

As at the end of the reporting period, the aging analysis of accounts receivable, based on the trade

date, is as follows:

As at As at
30 June 2020 31 December 2019
(Unaudited) (Audited)
Within 1 year 2,790,298 2,637,817
1to 2 years 411,562 439,073
2 to 3 years 4,324 901
Over 3 years 247 81
Total 3,206,431 3,077,872
(c) Analysis of the movements of allowance for ECLs:
As at As at
30 June 2020 31 December 2019
(Unaudited) (Audited)
At the beginning of the period/year 72,596 49,055
Charge for the period/year - 26,873
Reversal of impairment (2) (3,027)
Others 96 (305)
At the end of the period/year 72,690 72,596
(d) Analysed by stage of ECLs:
Simplified
Stage 1 Stage 2 Stage 3 approach Total
As at 30 June 2020 5,372 - - 67,318 72,690
Simplified
Stage 1 Stage 2 Stage 3 approach Total
As at 31 December 2019 5,360 - - 67,236 72,596
(e) Accounts receivable that are not impaired

Accounts receivable that were not impaired were not past due and related to a wide range of

customers for whom there was no recent history of default.
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34. OTHER RECEIVABLES AND PREPAYMENTS

(a) Analysed by nature:

Other receivables(")
Dividend receivables
Interest receivable
Factoring receivables
Others

Less: Allowance for ECLs

Total

As at As at

30 June 2020 31 December 2019
(Unaudited) (Audited)
1,527,691 1,539,549
290,843 229,514
68,580 42,853
55,055 63,098
98,121 87,116
(154,294) (152,413)
1,885,996 1,809,717

(1) The balance of other receivables mainly represents investment prepayments, rental deposits,
sundry receivables and prepayments arising from the normal course of business.

(b) Analysis of the movements of allowance for ECLs:
As at As at
30 June 2020 31 December 2019
(Unaudited) (Audited)
At the beginning of the period/year 152,413 28,126
Charge for the period/year - 45,178
Reversal of impairment (359) (1,369)
Others 2,240 80,478
At the end of the period/year 154,294 152,413
(c) Analysed by stage of ECLs:
Stage 1 Stage 2 Stage 3 Total
As at 30 June 2020 2,643 1,277 150,374 154,294
Stage 1 Stage 2 Stage 3 Total
As at 31 December 2019 419 1,277 150,717 152,413
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35. MARGIN ACCOUNTS RECEIVABLE

(a) Analysed by nature:
As at As at
30 June 2020 31 December 2019
(Unaudited) (Audited)
Individuals 31,602,883 28,107,629
Institutions 5,723,959 6,259,742
Less: Allowance for ECLs (247,397) (248,712)
Total 37,079,445 34,118,659

The Group sells margin accounts receivable to the securitization vehicle, which in turn issues asset-
backed securities to investors with the purchased assets as the underlying assets. Details of which
are included in note 54 to the financial statements

(b) Analysis of the movements of allowance for ECLs:
As at As at
30 June 2020 31 December 2019
(Unaudited) (Audited)
At the beginning of the period/year 248,712 258,859
Charge for the period/year 4,980 45,974
Reversal of impairment (8,757) (53,587)
Others 2,462 (2,534)
At the end of the period/year 247,397 248,712
(c) The fair value of collateral for the margin financing and securities lending businesses is analysed
as follows:
As at As at
30 June 2020 31 December 2019
(Unaudited) (Audited)
Fair value of collateral:
- Equity securities 106,189,496 98,314,942
- Cash 4,652,309 3,890,060
- Funds 1,707,697 1,825,203
- Debt securities 3,123,317 3,501,979
- Others 678,518 554,308
Total 116,351,337 108,086,492
(d) Analysed by stage of ECLs:
Stage 1 Stage 2 Stage 3 Total
As at 30 June 2020 31,264 6,652 209,481 247,397
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35. MARGIN ACCOUNTS RECEIVABLE (continued)
(d) Analysed by stage of ECLs (continued):
Stage 1 Stage 2 Stage 3 Total

As at 31 December 2019 31,968 654 216,090 248,712

36. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

As at As at
Non-current 30 June 2020 31 December 2019
(Unaudited) (Audited)
Equity securities 308,250 -
Total 308,250 -
Analysed as:
Listed outside Hong Kong 308,250 -
Total 308,250 -
As at As at
Current 30 June 2020 31 December 2019
(Unaudited) (Audited)
Debt securities 24,416,024 24,834,024
Equity securities 5,320,513 2,907,597
Funds 14,290,875 13,896,575
Wealth management products 18,717,112 21,367,948
Others 2,262,333 2,397,450
Total 65,006,857 65,403,594
Analysed as:
Listed in Hong Kong 85,954 158,903
Listed outside Hong Kong 12,877,797 10,982,417
Unlisted 52,043,106 54,262,274
Total 65,006,857 65,403,594

As at 30 June 2020 and 31 December 2019, the Group has entered into securities lending
arrangements with clients that resulted in the transfer of financial assets at fair value through profit
or loss with total fair value of RMB106,641 thousand and RMB51,729 thousand to external clients,
respectively. These have not resulted in the derecognition of the financial assets in accordance with
the accounting policy. The fair value of collateral for the securities lending business is analysed in
note 35(c) together with the fair value of collateral of the margin financing business.

As at 30 June 2020 and 31 December 2019, financial assets at fair value through profit or loss of the
Group included RMB12,150,893 thousand and RMB16,809,428 thousand, respectively, which is
pledged, restricted or frozen, of which the equity securities in the financial assets at fair value through
profit or loss with lock-up periods held by the Group amounted to RMB312,340 thousand and nil,
respectively.
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37. DERIVATIVE FINANCIAL INSTRUMENTS
As at 30 June 2020 (Unaudited)
Notional amount Fair value
Assets Liabilities

Interest rate derivatives

- Interest rate swaps 14,270,000 56 (5,093)
Equity derivatives

- Stock index futures 186,070 - (7,938)

- Stock options 253,254 58 (4,067)

- OTC stock index options 1,859,646 21,537 (170,634)

- Structured notes 118,000 - (252)
Others

- Commodity futures 150,810 736 (1,824)

- Commodity option 358,614 8,305 (4,028)

- Gold options 7,760 130 -
Total 17,204,154 30,822 (193,836)
Less: Cash (received)/paid as

settlement (736) 14,855
Net position 30,086 (178,981)

As at 31 December 2019 (Audited)

Notional amount Fair value
Assets Liabilities

Interest rate derivatives

- Interest rate swaps 17,240,000 - (4,057)

- Treasury bond futures 504,171 22 (61)
Equity derivatives

- Stock index futures 215,508 - (4,482)

- Stock option 1,833 19 (42)

- OTC stock index options 1,355,639 3,279 (99,327)
Others

- Commodity option 336,795 5,941 (4,308)
Total 19,653,946 9,261 (112,277)
Less: Cash (received)/paid as

settlement (22) 8,600
Net position 9,239 (103,677)

Under the daily mark-to-market and settlement arrangement, any gains or losses of the Group’s
position in interest rate swap contracts settled in Shanghai Clearing House, stock index futures,
treasury bond futures and commodity futures were settled daily and the corresponding receipts and
payments were included in “clearing settlement funds”.
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38. CLEARING SETTLEMENT FUNDS

As at As at
30 June 2020 31 December 2019
(Unaudited) (Audited)
Deposits with
- China Securities Depository and
Clearing Corporation Limited 229,820 163,332
- Others 537,971 1,559,686
Total 767,791 1,723,018

39. CASH HELD ON BEHALF OF BROKERAGE CLIENTS

The Group maintains segregated deposit accounts with banks and authorized institutions to hold
clients’ monies arising from its normal course of the brokerage business. The Group has classified
its brokerage clients’ monies as cash held on behalf of brokerage clients under the current asset
section of the consolidated statement of financial position, and recognised the corresponding
accounts payable to the respective brokerage clients on the grounds that it is liable for any loss or
misappropriation of its brokerage clients’ monies.

In Mainland China, cash held on behalf of brokerage clients for their transaction and settlement funds
is restricted and governed by relevant third-party deposit regulations issued by the CSRC. In Hong
Kong, cash held on behalf of brokerage clients is restricted and governed by the Securities and
Futures (Client Money) Rules under the Securities and Futures Ordinance.

40. CASH AND BANK BALANCES

As at As at

30 June 2020 31 December 2019

(Unaudited) (Audited)

Cash on hand 141 140
Bank balances 8,060,672 11,039,732
Total 8,060,813 11,039,872

Bank balances comprise time and demand deposits which bear interest at the prevailing market
rates. As at 30 June 2020 and 31 December 2019, the Group’s bank balances of RMB96,129
thousand and RMB702,492 thousand, respectively, were restricted.
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41. CASH AND CASH EQUIVALENTS

As at As at

30 June 2020 31 December 2019

(Unaudited) (Audited)

Cash on hand 141 140
Bank balances 8,060,672 11,039,732
Clearing settlement funds 767,791 1,723,018
Less: Restricted bank deposits (2,796,129) (4,472,205)
- Time deposit of more than three months (2,700,000) (3,769,713)

- Others (96,129) (702,492)

Less: Interest receivable (53,532) (49,057)
Total 5,978,943 8,241,628

The restricted bank deposits include bank deposits with original maturity of more than three months
held by the Group, risk reserve deposits, trading deposits and bank balances frozen by the judicial
department.

42. LOANS AND BORROWINGS

As at As at
30 June 2020 31 December 2019
(Unaudited) (Audited)
Loans and borrowings due within one year 9,470,888 7,868,827
Loans and borrowings due after one year 469,661 3,811,364
Total 9,940,549 11,680,191
As at 30 June 2020
(Unaudited)
Nominal
Currency interest rate Year of maturity Carrying amount
Hibor+1.64%
Unsecured bank loans HKD - Hibor+3.87% 2020-2021 7,597,829
Hibor+1.54%
Secured bank loans HKD - Hibor+2.43% 2020 584,602
Secured bank loans RMB 3.85%-6.70% 2020-2023 1,758,118
Total 9,940,549
As at 31 December 2019
(Audited)
Nominal
Currency interest rate Year of maturity Carrying amount
Hibor+1.10%
Unsecured bank loans HKD  —Hibor+2.10% 2020-2021 9,493,512
Secured bank loans RMB 4.28%-6.70% 2020-2023 1,928,532
Secured bank loans usD 4.50% 2020 258,147
Total 11,680,191
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43.

44,

45,

SHORT-TERM DEBT INSTRUMENTS

Nominal Book value as at Book value as at
(Unaudited) interest rate 1 January 2020 Increase Decrease 30 June 2020
Structured
notes and
short-term
bonds 1.36%-6.20% 4,489,383 25,126,020 (17,726,668) 11,888,735
Nominal Book value as at Book value as at
(Audited) interest rate 1 January 2019 Increase Decrease 31 December 2019
Structured
notes and
short-term
bonds 0.00%-8.00% 14,109,673 27,845,502 (37,465,792) 4,489,383

During the six months ended 30 June 2020, the Group has issued 85 tranches of structured notes,
and repaid 76 tranches of structured notes.

In 2019, the Group issued 241 tranches of structured notes, and repaid 304 tranches of structured
notes during the year.

PLACEMENTS FROM OTHER FINANCIAL INSTITUTIONS

As at As at

30 June 2020 31 December 2019

(Unaudited) (Audited)

Placements from CSFC () 1,000,139 1,000,451
Interbank lending @) 6,482,917 5,063,254
Total 7,483,056 6,063,705

(1) As at 30 June 2020 and 31 December 2019, placements from CSFC were repayable within one
year, and bears interest was 3.25% per annum (31 December 2019: 3.25%).

(2) As at 30 June 2020, the interbank lending was unsecured and bears interest at a rate ranging
from 0.50% to 3.10% per annum, with maturity ranging from 1 day to 323 days. As at 31
December 2019, the interbank lending was unsecured and bears interest at a rate ranging from
1.90% to 3.00% per annum, with maturity ranging from 1 day to 216 days.

FINANCIAL LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS

As at As at

30 June 2020 31 December 2019

(Unaudited) (Audited)

Structured entities 561,256 893,218
Total 561,256 893,218

The financial liabilities at fair value through profit or loss were resulted from the consolidation of
structured entities, as the Group has the obligation to pay other investors upon maturity or
redemption dates of the structured entities based on the net book value and related terms of those
consolidated structured entities.
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46. ACCOUNTS PAYABLE TO BROKERAGE CLIENTS

As at As at
30 June 2020 31 December 2019
(Unaudited) (Audited)

Clients’ deposits for margin financing and
securities lending 7,528,180 6,379,657
Clients’ deposits for other brokerage business 45,764,078 39,331,334
53,292,258 45,710,991

Total

Accounts payable to brokerage clients represent the monies received from and repayable to
brokerage clients, which are mainly held at banks and at clearing houses by the Group. Accounts

payable to securities brokerage clients bear interest at the prevailing interest rate.

The majority of the accounts payable balances are repayable on demand except where certain
accounts payable to brokerage clients represent monies received from clients for their margin
financing activities under the normal course of business, such as margin financing and securities
lending. Only the excess amounts over the required margin deposits and cash collateral stipulated

are repayable on demand.

No aging analysis is disclosed as in the opinion of the directors of the Company, the aging analysis

does not give additional value in view of the nature of these businesses.

47. EMPLOYEE BENEFITS PAYABLE

Salaries,
bonuses and Contributions to Other
allowance pension schemes social welfare Total
Current

As at 1 January 2019

(Audited) 1,444,479 4,934 46,830 1,496,243
Accrued for the year 2,721,132 242,555 323,052 3,286,739
Payments made (2,656,459) (242,653) (326,596) (3,225,708)
As at 31 December 2019

(Audited) 1,509,152 4,836 43,286 1,557,274
Accrued for the period 1,770,052 71,014 166,591 2,007,657
Payments made (1 ,226,626) (71 ,149) (1 39,265) (1 ,437,040)
As at 30 June 2020

(Unaudited) 2,052,578 4,701 70,612 2,127,891

Non-current

As at 1 January 2019

(Audited) 998 - - 998
As at 31 December 2019

(Audited) 998 - - 998
Accrued for the period 1,666 - - 1,666
Payments made (748) - - (748)
As at 30 June 2020

(Unaudited) 1,916 - - 1,916
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48. OTHER PAYABLES AND ACCRUALS

As at As at
30 June 2020 31 December 2019
(Unaudited) (Audited)
Put right liabilities arising from business combination(") 2,145,671 2,114,937
Payables to interest holders of consolidated
structured entities 1,065,903 1,334,927
Settlement payables 747,397 818,507
Distribution expenses payable 184,285 200,754
Dividends payable 170,599 34,835
Risk reserve 156,113 144,191
Other tax payable 146,941 194,043
Payables to interest holders of ABS 145,659 2,120,765
Accrued expenses 102,261 53,431
Deposits 158,087 175,819
Commission payables 58,208 58,831
Temporary receipts 36,674 24,971
Payable to the securities and futures investor
protection fund 32,384 22,919
Interest payable 26,405 16,768
Payable to custodians 24,299 25,338
Payable on behalf of staff 19,774 20,035
Option prepayment 17,183 16,851
Others® 291,832 256,060
Total 5,529,675 7,633,982

(1) ltis related to the acquisition of Sun Hung Kai Financial Group Limited in June 2015.

(2) The balance of others mainly represents sundry payables arising from the normal course of
business.

49. FINANCIAL ASSETS SOLD UNDER REPURCHASE AGREEMENTS

(a) Analysed by collateral type:

As at As at

Current 30 June 2020 31 December 2019
(Unaudited) (Audited)

Debt securities 18,532,908 22,695,471
Others 708,883 1,940,639
Total 19,241,791 24,636,110

(b) Analysed by market:

As at As at

Current 30 June 2020 31 December 2019
(Unaudited) (Audited)

Interbank market 17,285,944 21,687,630
Stock exchanges 1,246,964 1,007,841
OTC market 708,883 1,940,639
Total 19,241,791 24,636,110
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EVERBRIGHT SECURITIES COMPANY LIMITED
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

50.

LONG-TERM BONDS (continued)

As at As at

30 June 2020 31 December 2019

(Unaudited) (Audited)

Long-term bonds due within one year 11,932,385 23,175,697
Long-term bonds due after one year 25,436,724 24,180,767
Total 37,369,109 47,356,464

As approved by the Board and related regulatory authorities, the Group has issued the following
bonds:

(1) 3-year redeemable bond with a par value of USD200 million on 21 November 2018.

(2) 3-year corporate bond amounting to RMB3 billion on 4 July 2017, which was redeemed on 4 July
2020.

(3) 5-year corporate bond amounting to RMB1.5 billion on 4 July 2017.

(4) 3-year corporate bond amounting to RMB4.1 billion on 16 October 2017.

(5) 5-year corporate bond amounting to RMB1.6 billion on 16 October 2017.

(6) 3-year subordinated bond amounting to RMB3 billion on 13 December 2018.
(7) 3-year corporate bond amounting to RMB3.3 billion on 18 April 2018.

(8) 3-year corporate bond amounting to RMB2.8 billion on 26 September 2018.

(9) 2-year corporate bond amounting to RMB1 billion on 30 July 2018, which was redeemed on 30
July 2020.

(10) 3-year corporate bond amounting to RMB4 billion on 30 July 2018.
(11) 3-year PPN amounting to RMB200 million on 7 February 2018.

(12) 3-year corporate bond amounting to RMB3 billion on 22 January 2019.
(13) 3-year corporate bond amounting to RMB3 billion on 22 August 2019.
(14) 3-year corporate bond amounting to RMB3 billion on 9 March 2020.
(15) 3-year corporate bond amounting to RMB1.5 billion on 22 June 2020.

(16) 3-year corporate bond amounting to RMB2 billion on 14 February 2017, which was redeemed
on 14 February 2020.

(17) 3-year corporate bond amounting to RMB4 billion on 26 April 2017, which was redeemed on 27
April 2020.

(18) 2-year corporate bond amounting to RMB2.7 billion on 18 April 2018, which was redeemed on
20 April 2020.

(19) 2-year corporate bond amounting to RMB2 billion on 18 January 2018, which was redeemed
on 20 January 2020.
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EVERBRIGHT SECURITIES COMPANY LIMITED
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

50. LONG-TERM BONDS (continued)

(20) 3-year PPN amounting to RMB600 million on 30 March 2017, which was redeemed on 30 March

2020.

(21) 3-year PPN amounting to RMB200 million on 27 April 2017, which was redeemed on 27 April

2020.

(22) 18-month structured notes amounting to RMB200 million on 25 December 2018, which was

redeemed on 29 June 2020.

(23) 18-month structured notes amounting to RMB2 billion on 21 December 2018, which was

redeemed on 19 June 2020.

(24) 15-month structured notes amounting to RMB500 million on 25 December 2018, which was

redeemed on 26 March 2020.

(25) 15-month structured notes amounting to RMB200 million on 31 January 2019, which was

redeemed on 21 April 2020.

(26) 18-month structured notes amounting to RMB500 million on 27 February 2020, which was

redeemed on 9 June 2020.

(27) 3-year corporate bond amounting to RMB3 billion on 24 October 2016, which was redeemed

on 24 October 2019.

(28) 2-year corporate bond amounting to RMB2 billion on 14 February 2017, which was redeemed

on 14 February 2019.

(29) 2-year corporate bond amounting to RMB3 billion on 26 April 2017, which was redeemed on 26

April 2019.

(30) 1-year SCP amounting to RMB500 million on 20 September 2018, which was redeemed on 17

June 2019.

(31) 1-year structured notes amounting to RMB80 thousand on 27 April 2018, which was redeemed

on 10 May 2019.

(32) 1-year structured notes amounting to RMB30 million on 13 April 2018, which was redeemed on

16 April 2019.
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EVERBRIGHT SECURITIES COMPANY LIMITED
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

51.

52.

OTHER NON-CURRENT LIABILITIES

As at As at

30 June 2020 31 December 2019

(Unaudited) (Audited)

Payables to interest holders of ABS 1,967,692 136,818
Deposits 214,535 233,427
Others 15,055 37,097
Total 2,197,282 407,342

SHARE CAPITAL

All shares issued by the Company are fully paid ordinary shares. The par value per share is RMB1.
The nominal values of the Company’s shares issued are as follows:

As at As at
30 June 2020 31 December 2019
(Unaudited) (Audited)
Registered, issued and fully paid
(at RMB1 per share) 4,61 0,788 4,61 0,788
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EVERBRIGHT SECURITIES COMPANY LIMITED
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

53. RESERVES AND RETAINED PROFITS

(a) Capital reserve

Capital reserve mainly includes share premium arising from the issuance of new shares at prices in
excess of par value and the difference between the considerations of acquisition of equity interests

from non-controlling shareholders and the carrying amount of the proportionate net assets.

(b) Surplus reserve

Pursuant to the Company Law of the PRC, the Company is required to appropriate 10% of its net

profit to the statutory surplus reserve.

Subject to the approval of the shareholders, the statutory reserve may be used to offset accumulated
losses, or converted into capital of the Company provided that the balance of the statutory surplus
reserve after such capitalisation is not less than 25% of the registered capital immediately before the

capitalisation.
(c) General reserve

General reserve includes general risk reserve and transaction risk reserve.

In accordance with the requirements of the CSRC Circular regarding the Annual Reporting of
Securities Companies in 2007 (Zhengjian Jigou Zi [2007] No. 320) issued on 18 December 2007,
the Company appropriates 10% of its annual net profit to the general risk reserve. Several
subsidiaries of the Company are also subject to relevant general risk reserve requirement according

to CSRC regulations.

In accordance with the requirements of the CSRC Circular regarding the Annual Reporting of
Securities Companies in 2007 (Zhengjian Jigou Zi [2007] No. 320) issued on 18 December 2007
and in compliance with the Securities Law, for the purpose of covering securities trading losses, the

Company appropriates 10% from its annual net profit to the transaction risk reserve.

In accordance with the requirements of the CSRC Circular regarding Guidance on Regulating the
Asset Management Business of Financial Institutions in 2018 (Zhengjian Announcement [2018] No.
39), the Company appropriates 10% of the income from the large aggregate asset management

business to the risk reserve.

(d) Fair value reserve of financial assets at fair value through other comprehensive income

Fair value reserve of financial assets at fair value through other comprehensive income mainly
represents the fair value changes of debt instruments at fair value through other comprehensive

income and equity instruments at fair value through other comprehensive income.

(e) Translation reserve

The translation reserve mainly comprises foreign currency differences arising from the translation of

the financial statements of foreign currencies.

) Retained profits

Pursuant to the resolution of the meeting of shareholders held on 2 June 2020, the Company
distributed cash dividends of RMB0.37 yuan for every 10 shares (tax included) amounting to

RMB170,599 thousand in total for the year ended 31 December 2019.

59



EVERBRIGHT SECURITIES COMPANY LIMITED
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

54. TRANSFERRED FINANCIAL ASSETS

In the normal course of business, the Group enters into certain transactions in which it transfers
recognised financial assets to third parties or customers. If these transfers qualify for derecognition,
the Group derecognises all or part of the financial assets where appropriate. If the Group has
retained substantially all the risks and rewards on these assets, the Group continues to recognise

these assets.

(a) Repurchase agreements

Transferred financial assets that do not qualify for derecognition include debt securities held by
counterparties as collateral under repurchase agreements. The Group transfers the contractual
rights to receive the cash flows of these securities, but has an obligation to repurchase them at the
agreed date and price. The Group has determined that it retains substantially all the risks and
rewards of these securities and, therefore, has not derecognised them. In addition, they are

recognised as financial assets sold under repurchase agreements.

(b) Securities lending

Transferred financial assets that do not qualify for derecognition include securities lent to customers
for securities lending business, for which the customers provide the Group with collateral that could
fully cover the credit risk exposure of the securities lent. The customers have an obligation to return
the securities according to the contracts. The Group has determined that it retains substantially all

the risks and rewards of these securities and, therefore, has not derecognised such assets.

(c) Asset-backed securities management schemes

The Group sells margin accounts receivable, finance lease receivables and receivable arising from
sale-and-leaseback arrangements to the securitization vehicle, which in turn issues asset-backed
securities to investors with the purchased assets as the underlying assets. Such securitization
vehicle is consolidated by the Group, and consequently the underlying assets are transferred from
the Group to the investors. The Group has the obligation to pass cash flows from the underlying
assets to the investors. The cash flows that the securitization vehicle collects from the transferred
assets have not been passed through to investors without material delay, and the Group has the
obligation to repurchase these margin accounts receivable, finance lease receivables and receivable
arising from sale-and-leaseback arrangements on specified future dates and at agreed-upon prices.
Thus, the Group has not derecognized these financial assets in the consolidated statement of
financial position. The consideration received from the investors is recognized as a financial liability.

The following tables provide a summary of the carrying amounts related to transferred financial

assets that are not derecognized in their entirety and the associated liabilities:

Asset-backed

30 June 2020 Repurchase securities
agreements Securities lending management schemes
Carrying amount of
transferred assets 198,816 106,641 2,245,615
Carrying amount of
related liabilities 184,183 N/A 2,113,351
Asset-backed
31 December 2019 Repurchase securities
agreements Securities lending management schemes
Carrying amount of
transferred assets 624,491 51,729 2,427,146
Carrying amount of
related liabilities 603,108 N/A 2,212,562
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EVERBRIGHT SECURITIES COMPANY LIMITED
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

55. COMMITMENTS

Capital commitments

As at As at

30 June 2020 31 December 2019

(Unaudited) (Audited)

Contracted but not provided for 138,866 197,731

The Group’s capital commitments were mainly for the proposed investments of unlisted equity.

56. CONTINGENCIES
As at 30 June 2020, the Group's pending litigations for MPS refer to note 13(b) for details.
On 7 May 2020, surnamed Zheng filed a lawsuit to the High Court of Hong Kong against surnamed
Situ and Sun Hung Kai Investment Services Limited, a subsidiary of the Company, over the
misrepresentation in sales of bonds with an amount involved of approximately HKD13.70 million. As of
the date of approval of the financial statements, the case has been accepted by the High Court of Hong
Kong.

57. RELATED PARTY RELATIONSHIPS AND TRANSACTIONS

(a) Relationship of related parties

(i) Maijor shareholders

Major shareholders include shareholders of the Company with 5% or above ownership. The share
percentages in the Company are as follows:

As at As at

30 June 2020 31 December 2019

(Unaudited) (Audited)

China Everbright Group Ltd. 25.15% 25.15%
China Everbright Limited 21.30% 21.30%

(ii) Associates and joint ventures of the Company
The detailed information of the Company’s associates and joint ventures is set out in note 23.
(iii) Other related parties
Other related parties include subsidiaries of major shareholders, non-controlling shareholders of

maijor subsidiaries of the Company and individuals which include members of the Board of Directors,
the Board of Supervisors and senior management, and close family members of such individuals.
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EVERBRIGHT SECURITIES COMPANY LIMITED

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

57. RELATED PARTY RELATIONSHIPS AND TRANSACTIONS (continued)
(b) Related party transactions and balances
(i) Transactions between the Group and major shareholders:
As at As at
30 June 2020 31 December 2019
(Unaudited) (Audited)
Balances at the end of the period/year:
Accounts receivable 457 500
Other payables and accruals 275 301
Six months ended Six months ended
30 June 2020 30 June 2019
(Unaudited) (Unaudited)
Transactions during the period:
Fee and commission income 14,623 -
(i) Transactions between the Group and associates, joint ventures and other related parties:
As at As at
30 June 2020 31 December 2019
(Unaudited) (Audited)
Balances at the end of the period/year:
Right-of-use assets 16,471 20,723
Accounts receivable 3,009 3,260
Other receivables and prepayments 230,236 210,869
Financial assets at fair value through profit or loss 2,946,128 1,885,475
Cash and bank balances 9,292,206 10,188,352
Loans and borrowings 1,483,872 1,970,793
Other payables and accruals 2,382,975 2,392,258
Financial assets sold under repurchase
agreements 369,020 -
Lease liabilities 15,420 19,409

Six months ended

Six months ended

30 June 2020 30 June 2019
(Unaudited) (Unaudited)
Transactions during the period:
Fee and commission income 33,368 51,281
Interest income 108,978 78,660
Net realized gains 14,797 26,694
Other income and gains 7,095 11,097
Fee and commission expenses 6,892 5,174
Interest expenses 42,001 49,096
Other operating expenses 52,262 39,297
Transaction amount for placements from
other financial institutions borrowed 22,014,231 1,834,607
Transaction amount for financial assets sold
under repurchase agreements 39,403,963 34,967,140
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EVERBRIGHT SECURITIES COMPANY LIMITED

NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

57.

(c)

RELATED PARTY RELATIONSHIPS AND TRANSACTIONS (continued)

Key management personnel’s remuneration

Remuneration for key management personnel of the Group, including amounts paid to the

Company’s directors and supervisors, is as follows:

Six months ended

Six months ended

30 June 2020 30 June 2019
(Unaudited) (Unaudited)
Short-term employee benefits
- Fees, salaries, allowances and bonuses 15,047 13,043
Post-employment benefits
- Contributions to pension schemes 300 321
Total 15,347 13,364
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EVERBRIGHT SECURITIES COMPANY LIMITED
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

58.

SEGMENT REPORTING

Management commenced to allocate resources and assessed the segment performance based on
the grouping of operating segments. Accordingly, the reporting period’s segment reporting
presentation has been presented in accordance with the approach adopted by management in the
financial statements.

- The wealth management business segment mainly includes the provision of securities
brokerage, futures brokerage, bulk commodity warehouse receipts services and investment
advisory services to retail clients, distribution of financial products developed by the Company
and other financial institutions, financing for exercising incentive stock options, credit business,
and offshore brokerage and wealth management business, etc., for listed companies;

- The corporate finance business segment mainly includes financing services such as equity
financing, bond financing, M&A financing, NEEQ and structural financing, asset securitization,
financial advisory and other financing services and financial leasing business for corporate and
government clients;

- The institutional customers business segment mainly includes integrated services such as
securities trading and investment, investment research and prime brokerage for various
institutional clients;

- The investment trading business segment mainly includes stocks, bonds, derivatives, foreign
exchange, commodities and other multi-species investment transactions and investment
consulting services;

- The asset management business segment mainly includes the provision of various types of
brokerage asset management services and fund asset management services for institutional
and individual clients;

- The equity investment business segment mainly includes private security investment, private
equity investment, alternative investment and PPP business;

- Others mainly includes other businesses in addition to the above, including the operation of
headquarters and investment holding platforms, and the management of general working capital.

64



<9

(618°15¢) (9¥8'691) (289'¢) (220'22) (8et) (682'6) (zz1'02) (g98'szt)
(ov0'e8l) (ev6°1) €0l - ¥9g°e - 092 (¥61°281)
(252°200°2) (z18'eS2) (y¥0'c2) (620'88) (82¥'652) (189'6) (619'62) (6£0'v62)
819'cL 699'0.€ (108'z0¢) (e8t') 269 - L8y 0LL's
901'986'C (529'c8P) (2z8'21) 128'/€S 059'006 615'6V¢ 665'6€9 610'G50°}
z8G°'LL - GS0'S - - - 1259 -
LEvy 125'9 1042 10L°2€ - - (0g1'9) s
9€0'29 699'0.¢ (9g68°20¢) (e8%'S) 269 - (969°1) 0LL's
G9/'1¥6°C (z0z'06%) (8zg'st) 0Z1'00S 0S9'006 61G'67¢ 62.'7%9 11%'250°}
(26G°1L¥€) (zes'ol) (e62'21€) (p22'S) € - (969°1) (558's)
(615'800°9) (S22 1¥¥'L) (068°¢S) (£219'299) (662'222) (€26'212) (912's52) (66.'869°2)
££9'c0¥ 10Z°18¢ 166 (874 689 - - G9G'LL
¥82'056'8 €20°256 z9¢'8¢ 1€1'290°} 6vr'eLL L 261195 S¥6'66E° L 9/2°'162'¢
8.v'v6E ¥26'202 (z61'v) 19822 - 08S'S 0LL's 6zZ'Z91
££9'c0p 10Z°18¢ 166 (874 689 - - G9GLL
908°GSS'8 66075/ vSL'ey 9/8'6£0°} 6vy'eLL L Zv6°'195 GET'Y6E L 1G0685°¢C
G86°19 G86°19 - - - - - -
216011 GEB'EYS (€10'80€) 861651 zLL'eys 8Z1'901 zov'ee GS9°'LE
96/'62¢ 91z'61¢ 1€6'6 ] 8¢9 - - -
890'218C L1902 9GL'9v¢ 80222 150°'22¢ 180°21LL 1£2'68 85€'c0L )
z88'LL - - 9ez LS - - G9GLL
Lzzeee'y €6.'c 110'S 0/£'268 089'C 121'8¢¢€ 209'122°L 8£0'¥S8' L
|ejo} Juswibag  s1ByYl0 JuUBW)SaAUl juswabeuew Buipesy SJawolsno aoueuyy juswebeuew
Ajinb3 JESSV JUBWISOAU| leuonnysu| ajelodion yjlesp\

sesuadxa uoljeziuowe pue uopepsideq

asuadxa ss0| }IpaJd (Joj uoisinold)/jo |esionay

sosuadxe 1salo1u|

juswbas-layu| -
|eulsixy -
XE} 9WOooU| 810§9q (SSO|)/Hj0ld
juswbas-lau| -
|eulaixy -

sainjuaA juiof pue sejeloosse Jo syyoid Jo aieys

juswbas-lau| -
|eulaixy -

(sso|)/noid Bunesado juswbag
yuswbas-Iayu| -
|eulaixy -

soasuadxs Juswbag
juswbas-lau| -
|eulsixy -

BaWooU| JBYj0 pue anuaAal Juswbag
juswbas-lau| -
|eulaixy -

suleb pue swooul JBYl0
juswbas-lau| -
|eulaixy -

anuanal |ejo]
juswbas-1ayu| -
|eulaixy -

suleb juswysaul 18N
juswbas-lau| -
|eulsixy -

aWo9oUl }S8I8U|
juswbas-lau| -
|eulsixy -

WO2UI UOISSIIWOD pue 894

(PeNpNEUN) 0Z0Z SUNF OE PAPUS SYJUOW XIS 8Y)} J0

sjuswbas ssauisng (e)

(Panunuod) ONILYOd3Y LNINDIS 89

(payioads asimiaylo ssajun spuesnoy) gNy Ul pessaldxe sjunowe ||y)

610z U OE POPUS SYUOW XIS BY} 104

(panunuod) SINIWILVLS TVIONVNI4 A3LVAITOSNOD AISNIANOD WIMILNI FHL OL SILON

A3LINIMT ANVdINOD S3ILIINOTS LHOIH9d3AT



99

(62'61€) (zsz'sst) (e81'e) (210'81) (902) (€58°'2) (1ge'sl) (e6€'9L1)
(1z9'ese) 126 (019'9z1) 161 (v6E'viL) - (992'v) (c9t'62)
(8¥1'292'2) (v25'252) (12'6) (9L9'vLL) (18¥'222) (118'¢) (Lov'zg1) (¥29°296)
(0z8'LY) 120'817L (yz0'681) (060°S) S0L'C - (621L'2) 162'%
€82'7€2'C (z6%'929) (118'591) 1E¥'S0Y ¥G2'858 192°252 £€z'see LOY'SLLL
980°61 9181 0/2'L - - - - -
velL'Le - (g61°21) G0L'.€ - - - vz8'l
(906'09) Lz'oel (¥62'961) (060°S) S0L'C - (621L'2) 162y
6v5°zle'e (z6%'929) (919'8¥1) 7€€'89¢ ¥G2'858 192°252 £€z'see 11G'€L1L
(882'68%) (912'022) (z80°'202) (560°S) (¥2) - (621'2) (zvL'p)
(G9L'0L¥'9) (¥89°LEY'L) (Y20°2vS) (622'71LS) (229'vvY) (£22'G22) (662'159) (08£°009°2)
788'8z¥ 126901 8801 G 62L'C - - £€0'6
¥12'229'8 Z61°G08 8Gh'€6E 119288 926'20¢‘} 8208y 75986 1G6'€L.'E
064002 L0121 v.6°L crb'Ge /81 Z80'Y 16V'€ oL6'ey
788'8z¥ 126901 8801 g 62L'C - - £€0'6
¥92'22¥'8 G8.°€89 ¥8Y° 16 891°/G8 6£.°20€°) 900'v.L¥ G£0‘€86 L¥0'0EL'E
G¥8°'661 S¥8'661 - - - - - -
199°066°| GEL'GLS 16V'GLL 92102 9£5°988 16625 (226'2) €119l
¥00°022 280°202 8801 G 62L'C - - -
9G68'6£0°C 696'vEl 108802 20L'vE €0LZLy ¥2G'191 197°9G1 ¥96'0€6°L
€206 - - - - - - £€0'6
Ly LBE'E 190°ce 08L'2 0ze°129 00G'S GZSvSe G6LvES 096°2£9°L
|ejo) Juswbag  s1ayl0 Juswi)saAul juswabeuew Buipesy slawojsno {oueuly juswabeuew
Anb3 jossy JUBWISBAU| leuonnysu| ajelodio) yjjespn

sasuadxa uoljeziowe pue uopeloaidaqg
asuadxa sso| }IpaJo (10} uoisinoid)/jo [eSIonaY
sasuadxa }saiaju|

juswbas-au| -
|eulaixy -

XE} 8WooUu| 810§8q (SSO|)/A140.1d
juswbas-ayu| -
|eussixy -

S8INjudA Julof pue S8)eI0SSE JO S)iyold Jo aleys
juswbas-layu| -
|eulaixy -

(sso|)/njoid Bunesado Juswbag
juswbas-lau| -
|eulaixy -

sosuadxs jJuswbag
juswbas-layu| -
|eulaixy -

BWOoU| J8Yj0 pue anuaAal Juswbag
wewbas-iayu| -
|eulaixy -

suleb pue swooul JBYl0
juswbas-layu| -
|eulsixy -

anuanal |ejo]
juswbas-lau| -
|eusaixy -

suleb juswisaAul JoN
juswbas-lau| -
|eulaixy -

aWo9oUl }SaI8)U|
juswbas-Iayu| -
|eulsixy -

aWO2U! UOISSIIWOD pue 994

(palisse|day) (PalpNeUN) 6102 SUNP OE PAPUS SYIUOW XIS BY) Jo4

(penunuoo) syuswbas ssauisng

(penunuoo) HNILYOdIY INJNDIS

(e)

89

(pouloads asImIBYIO SSBjUN SPUBSNOY) GINY Ul pessaidxe sjunowe ||y)

020z 2unf OE POPUS SYIUOW XIS BY} 104
(PoNnuRuUOd) SININILYLS TVIONYNIA AILYAITOSNOD AISNIANOD WINILNI IHL OL STLON

A3LINIMT ANVdINOD S3ILIINOTS LHOIH9d3AT



EVERBRIGHT SECURITIES COMPANY LIMITED
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020

(All amounts expressed in RMB thousands unless otherwise specified)

58. SEGMENT REPORTING (continued)

(b) Geographical segments

The following tables set out (i) information about the geographical location of the Group’s revenue
from external customers and (ii) the Group’s property and equipment, goodwill, other intangible
assets, interests in associates and joint ventures, and refundable deposits (“specified non-current
assets”). The geographical location of customers is based on the location at which the services were
provided. The geographical location of the specified non-current assets is based on the physical
location of the asset, in the case of property and equipment and other non-current assets; the
location of the operation to which they are allocated, in the case of goodwill and other intangible
assets; and the location of operations, in the case of interests in associates and joint ventures.

Segment revenue:

Six months ended 30 June 2020 Six months ended 30 June 2019

Outside Outside
Mainland Mainland Mainland Mainland
China China Total China China Total
Revenue from external
customers 7,839,871 715,935 8,555,806 7,555,512 866,752 8,422,264
Other income and gains 373,053 21,425 394,478 162,617 37,833 200,450
Total 8,212,924 737,360 8,950,284 7,718,129 904,585 8,622,714
Specified non-current assets:
As at 30 June 2020 As at 31 December 2019
Outside Outside
Mainland Mainland Mainland Mainland
China China Total China China Total

Property and equipment 823,444 31,532 854,976 792,816 35,995 828,811
Goodwill 9,380 1,026,662 1,036,042 9,380 1,006,813 1,016,193
Other intangible assets 105,651 134,897 240,548 105,688 208,370 314,058

Interests in associates

and joint ventures 1,000,973 39,252 1,040,225 995,682 43,734 1,039,416
Refundable deposits 5,334,156 50,845 5,385,001 4,371,479 44,049 4,415,528
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EVERBRIGHT SECURITIES COMPANY LIMITED
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020

(All amounts expressed in RMB thousands unless otherwise specified)

59.

(@)

FAIR VALUE INFORMATION

Fair value of financial instruments

The Group adopts the following methods and assumptions when evaluating fair values:

(i)

(ii)

(iif)

The carrying amounts of financial assets and liabilities recorded at cost or amortized cost with
short-term or floating interest rates approximated their fair values.

Financial assets and liabilities at fair value through profit or loss, derivatives and financial assets
at fair value through other comprehensive income are stated at fair value. For the financial
instruments traded in active open markets, the Group uses market prices or market rates as the
best estimate for their fair values. For the financial instruments without any market price or
market rate, the Group determines the fair values of these financial assets and financial liabilities
by discounted cash flow or other valuation methods.

The fair values of long-term bonds and other non-current liabilities — put right liabilities arising
from business combination are mostly determined with reference to the available market prices
or quotes from brokers or agents. If there is no quoted market price in an active market, the
Group estimates the fair values using pricing models including discounted cash flow or binomial
pricing models.

Fair value hierarchy

The Group measures fair values using the following fair value hierarchy that reflects the significance
of the inputs used in making the measurements:

Level | valuations: Fair value measured using only Level | inputs, i.e., unadjusted quoted prices
in active markets for identical assets or liabilities at the measurement date;

Level Il valuations: Fair value measured using Level Il inputs, i.e., observable inputs which fail
to meet Level |, and not using significant unobservable inputs. Unobservable inputs are inputs
for which market data are not available;

Level Il valuations: Fair value measured using significant unobservable inputs.

If there is a reliable market quote for financial instruments, the fair value of financial instruments is
based on quoted market prices. If a reliable quoted market price is not available, the fair value of the
financial instruments is estimated using valuation techniques. Valuation techniques applied include
reference to the fair value of another instrument that is substantially the same, discounted cash flow
analysis and option pricing models. The inputs used in valuation techniques include risk-free and
benchmark interest rates, credit spreads and foreign exchange rates. Where discounted cash flow
analysis is used, estimated cash flows are based on management’s best estimates and the discount
rate used is determined by reference to another instrument that is substantially the same.
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EVERBRIGHT SECURITIES COMPANY LIMITED
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020

(All amounts expressed in RMB thousands unless otherwise specified)

59. FAIR VALUE INFORMATION (continued)

(b) Fair value hierarchy (continued)
The table below analyses financial instruments measured at fair value at the end of the reporting
period, by the level in the fair value hierarchy into which the fair value measurement is categorised.
It does not include fair value information for financial assets and financial liabilities not measured at

fair value if the carrying amount is a reasonable approximation of the fair value.

As at 30 June 2020 (Unaudited)

Level | Level Il Level lll Total

Assets
Financial assets at fair value through

profit or loss

— Debt securities 2,194,144 22,010,715 211,165 24,416,024

— Equity securities 5,153,485 114,660 360,618 5,628,763

— Funds 13,271,344 1,019,531 - 14,290,875

— Others 42 2,616,309 18,363,094 20,979,445
Debt instruments at fair value

through other comprehensive

income

— Debt securities - 10,790,215 11,926 10,802,141
Equity instruments at fair value

through other comprehensive

income

— Equity securities 24,404 43,775 587,689 655,868

— Other investments - 4,358,790 - 4,358,790
Derivative financial assets 734 - 29,352 30,086
Total 20,644,153 40,953,995 19,563,844 81,161,992
Liabilities
Financial liabilities at fair value

through profit or loss

— Structured entities - 189,339 371,917 561,256
Derivative financial liabilities 4,291 - 174,690 178,981
Total 4,291 189,339 546,607 740,237
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EVERBRIGHT SECURITIES COMPANY LIMITED
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020

(All amounts expressed in RMB thousands unless otherwise specified)

59. FAIR VALUE INFORMATION (continued)

(b) Fair value hierarchy (continued)
As at 31 December 2019 (Audited)
Level | Level Il Level Il Total
Assets
Financial assets at fair value through
profit or loss
— Debt securities 2,386,027 22,151,306 296,691 24,834,024
— Equity securities 2,684,084 126,088 97,425 2,907,597
— Funds 11,558,973 2,337,602 - 13,896,575
— Others 82 2,873,321 20,891,995 23,765,398
Debt instruments at fair value
through other comprehensive
income
— Debt securities 30,885 12,508,526 13,456 12,552,867
Equity instruments at fair value
through other comprehensive
income
— Equity securities 30,108 8,000 542,867 580,975
— Other investments - 4,491,547 - 4,491,547
Derivative financial assets 19 9,220 - 9,239
Total 16,690,178 44,505,610 21,842,434 83,038,222
Liabilities
Financial liabilities at fair value
through profit or loss
— Structured entities - 487,266 405,952 893,218
Derivative financial liabilities 42 103,635 - 103,677
Total 42 590,901 405,952 996,895

The Group’s policy is to recognise transfers between levels of fair value hierarchy at the end of the
reporting period in which they occur.

During the reporting period, there were no significant transfers between Level | and Level Il.
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EVERBRIGHT SECURITIES COMPANY LIMITED
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020

(All amounts expressed in RMB thousands unless otherwise specified)
59. FAIR VALUE INFORMATION (continued)
(b) Fair value hierarchy (continued)

(i) Financial instruments in Level |

The fair value of financial instruments traded in active markets is based on quoted market prices at
the end of the reporting period. A market is regarded active if quoted prices are readily and regularly
available from an exchange, dealer or broker, and those prices represent actual and regularly
occurring market transactions on an arm’s length basis. The quoted market price used for financial
assets held by the Group is the closing price within bid-ask spread. These instruments are included
in Level I. Instruments included in Level | comprise primary securities traded on exchanges and fund

investments traded through exchanges or fund management companies.

(ii) Financial instruments in Level lI

The fair value of financial instruments that are not traded in an active market is determined by using
valuation techniques. These valuation techniques maximise the use of observable market data
where it is available and rely as little as possible on entity specific estimates. If all significant inputs
required to measure the fair value of an instrument are observable, the instrument is included in

Level Il.

If one or more of the significant inputs are determined not on observable market data, the instrument

is included in Level lll.

(iii) Valuation methods for specific investments

As at the end of the reporting period, the Group’s valuation methods for specific investments are as

follows:

(1) For exchange-listed equity securities, fair value is determined based on the closing price of the
equity securities as at the end of the reporting period within bid-ask spread. If there is no quoted
market price as at the end of the reporting period, valuation techniques are used to determine

the fair value.

(2) For exchange-listed investment funds, fair value is determined based on the closing price within
bid-ask spread as at the end of the reporting period or the most recent trading date. For unlisted
open-end funds and wealth management products, fair value is determined by the quoted price
which is based on the net asset value as at the end of the reporting period. If there is no quoted
market price as at the end of the reporting period, valuation techniques are used to determine

the fair value.

(3) For debt securities listed through exchanges, fair values are determined based on the closing
price within bid-ask spread of the debt securities as at the end of the reporting period. For debt
securities traded through the interbank bond market and the OTC market, fair values are

determined by valuation techniques.

(4) For derivative financial instruments, fair value is determined based on the closing price within
bid-ask spread of the derivative financial instruments as at the end of the reporting period.
there is no quoted market price as at the end of the reporting period, valuation techniques are

used to determine the fair value.

71



¢l

Z8Y'9er LT - (zG6's0v) - aGt'cl 198°2hS LLL'98Z12

(z12'15€'09) - - - - (£292'2) (500°05€£°09)
Y£5'ePe 8s - (186't1) - - Rz ¥12'21€'8S
(895'86) - - - (826'09) (065°2€) -

(188°296) - (gse'eol) - - - (925'798)

(8¢6) - - - - - (8¢6)
000'80L - - - - g8yl GLG'S6
L0L0LY' vl - (919°282) - YEY' VL 861G 162°880'¥L
|ejol saljjiqel| ss0| Jo jy0ud sjosse awoaul awooul $s0] J0 Jy0ud

|eroueuly ybnouy) anjea |eloueuly anIsuayaldwod anIsuayaidwod ybnouyy
aAlleAllaq lej 1e sailjigel| aAljeAllaq Jayjo ybnouyy Jayjo ybnouy anjeA Jej je
|eloueul onjeA Jiey je an|eA Jiej je s)asse |eloueul
sjuawNsuUl Jge@  Ssjuswnysul Aunbg

1€2°110'61 (069'721) (216'12€) Z6€'62 9z6'L1L 689°/8G 118'v£6'81L

(869°22Z'9) - - - - (919°1) (zg0'122'8)
912'968'G (525'921) (20%'99) VAN - 00€'. 9rL'v0L‘9
801'9¢ - - - (0gs‘t) 8£9'/¢ -

(es8'stl) 688l LE7°001 G509} - - (082'252)
786'61 - - - - 00G°L z8t'8l
z8r'9ey'Le - (zs6'sor) - osh'elL 1982¥S L11'982'1Le
|ejo| saljjiqel| $s0] JO Jjoid sjasse awooul awooul ss0| Jo jyo.ud

|eloueuly ybnouyy anjea |eloueuly aAIsuayaldwoo aAIsuayaldwoo ybnoiyy
oAlleAla(q Jiey je sanljiqel| aAlleAlaq Jayjo ybnouy Jayjo ybnouyy oan|eA Jej je

|eloueul

an(eaA Jiej je
sjuswinJsul 1g8q

anjeA Jiej je
syuswinisul Alinbg

sjosse |eloueul

610¢ 19quiadeQ |L¢ e sY

SJuaWaas pue sajes
sanss| pue saseyoind
awooul dAIsuayaidwod Jayjo
ul pasiubooal anjen Jiey ul sabuey)
Jeak ay) Joj S8sS07
JNO sidjsuel|
ul siaysuel]
610z Aenuer | je sy

0c0¢ aunf o¢ 1e sy

SJUaWaes pue sajes
sanss| pue saseyoind

awooul dAIsuayaIdwod Jayjo
ul pasiubooal anjen Jiey ul sabuey)
pouad ay} Joj suieb/(sesso)
ul sJgjsuel]
020z Aienuer | je sy

:Ayoselaly

an|eA Jiej 8y} JO ||| [9AST Ul JusWaINSEaW anjeA Jie) 1o} seouejeq Buipus ay) 0} seouejeq Buiuado ey} WO} UONEIIDUOD8) B SMOYS 8|ge) Buimo|o) eyl

[1] [oA®T UI SjuswnJ)sul [eloueul

(panunuod) Ayoselsiy anjea Jie

(Panuiuod) NOILYIWHOANI INTVA HIvd

‘69

(pouloads asIMIBYIO SSBjUN SPUBSNOY) GINY Ul pessaidxe sjunowe ||y)

020z @unp OE POPUS SYIUOW XIS BY} 104
(PenunuUoo) SINIWILYLS TVIONVYNIZ ILVAITOSNOD AISNIANOD WIMILNI IHL OL STLON

A3LINIMT ANVdINOD S3ILIINOTS LHOIH9d3AT



EVERBRIGHT SECURITIES COMPANY LIMITED
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2020

(All amounts expressed in RMB thousands unless otherwise specified)

59.

FAIR VALUE INFORMATION (continued)

Fair value hierarchy (continued)

Financial instruments in Level Il (continued)

For financial instruments in Level Ill, prices are determined by using valuation techniques such as
discounted cash flow models and other similar techniques. Determinations to classify fair value
measurements within Level Il of the valuation hierarchy are generally based on the significance of
the unobservable inputs to the overall fair value measurement. The following table presents the
related valuation techniques and inputs of the major financial instruments in Level III.

Financial assets / liabilities
Stock with disposal restriction
within a specific period

Wealth management products,
private placement bonds

Equity securities,
unlisted equity investment
with limited marketability

Derivative financial assets

Derivative financial assets

Financial liabilities at fair value
through profit or loss

Derivative financial liabilities

Derivative financial liabilities

Valuation

technique(s) and

key input(s)
Option

pricing model
Discounted
cash flow model
Market valuation
approach

Option
pricing model

Discounted
cash flow model
Market valuation

approach

Option
pricing model

Discounted
cash flow model

73

Significant
unobservable
input(s)

Volatility
Risk adjusted
discount rate

Discount
for lack of
marketability

Volatility
Risk adjusted
discount rate

Discount
for lack of
marketability

Volatility

Risk adjusted
discount rate

Relationship of
unobservable input(s)
to fair value

The higher the volatility,

the lower the fair value

The higher the risk adjusted
discount rate,

the lower the fair value

The higher the discount,
the lower the fair value

The higher the volatility,

the lower the fair value

The higher the risk adjusted
discounted rate,

the lower the fair value

The higher the discount,
the lower the fair value

The higher the volatility,

the lower the fair value

The higher the risk adjusted
discounted rate,

the lower the fair value



EVERBRIGHT SECURITIES COMPANY LIMITED
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020

(All amounts expressed in RMB thousands unless otherwise specified)

59.

(€)

FAIR VALUE INFORMATION (continued)

Fair value of other financial instruments (carried at other than fair value)

The carrying amounts of the Group’s financial instruments carried at amortized cost are not
materially different from their fair values as at 31 December 2019 and 30 June 2020, except for the
following financial instruments, for which their carrying amounts and fair value and the level of fair
value hierarchy are disclosed below:

Carrying amount:

As at As at
30 June 2020 31 December 2019
(Unaudited) (Audited)
Financial assets
- Financial assets measured at amortized cost 6,260,735 7,205,866
Financial liabilities
- Long-term bonds 37,396,109 47,356,464

Fair value:

As at 30 June 2020 (Unaudited)

Level | Level Il Level lll Total
Financial assets
- Financial assets measured at
amortized COSt - 6,462,928 - 6,462,928

Financial liabilities

- Long-term bonds - 36,285,206 1 ,465,21 5 37,750,421

As at 31 December 2019 (Audited)

Level | Level Il Level lll Total
Financial assets
- Financial assets measured at
amortized COSt - 7,412,363 - 7,412,363
Financial liabilities
- Long_term bonds - 43,851 ,014 2,91 3,658 46,764,672

The fair values of the financial assets and liabilities included in level Il and level Il above have been
determined in accordance with generally accepted pricing models including discounted cash flow
analysis.

Except for the above, the directors of the Company consider that the carrying amounts of financial

assets and financial liabilities recorded at amortized cost in the Group’s statement of financial
position approximate to their fair values.
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EVERBRIGHT SECURITIES COMPANY LIMITED
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

60. GUARANTEES

During the reporting period, guarantees provided by the Company mainly included the provision of
net capital guarantee for Shanghai Everbright Securities Assets Management Co., Ltd., a wholly-
owned subsidiary of the Company, and counter guarantee to the guarantor for the loan of the
overseas commercial bank of the wholly-owned subsidiary, Everbright Securities Financial Holdings
Limited(“EBSHK”). As at 30 June 2020, the balance of such guarantees was approximately

RMB4.067 billion.

During the reporting period, guarantees provided by the controlling subsidiaries of the Company
mainly included the loan guarantees and financing guarantees provided by EBSHK, a wholly-owned
subsidiary of the Company, and its subsidiaries to their subsidiaries for the business development
of such companies. As at 30 June 2020, the balance of such guarantees was approximately

RMB5.471 billion.

In July 2020 and August 2020, guarantees provided by the Company mainly included loan
guarantees and financing guarantees for EBSHK amounted to HKD600 million and USD100 million,

respectively.
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61. NON-ADJUSTING EVENTS AFTER THE REPORTING PERIOD

Other than those matters as already disclosed elsewhere in the consolidated financial statements,

significant events after the reporting period included the following event:

(a) Issuance of corporate bonds and a subordinated bond after the reporting period

On 6 July 2020, the Company issued a short-term debt instrument with an aggregate principal

amount of RMB2 billion, which has a term of 80 days and bears interest at a rate of 1.95%.

On 14 July 2020, the Company issued a corporate bond with an aggregate principal amount of
RMB3.7 billion through public offering, which has a term of 3 years and bears interest at a rate of

3.60%.

On 23 July 2020, the Company issued a short-term debt instrument with an aggregate principal

amount of RMB2 billion, which has a term of 90 days and bears interest at a rate of 2.55%.

On 17 August 2020, the Company issued a perpetual subordinated bond with an aggregate principal
amount of RMB2 billion. The bonds bear an initial annual interest rate of 4.40%. The interest rate for

perpetual subordinated bonds is fixed in the first 5 years and will be repriced every 5 years.

On 20 August 2020, the Company issued a short-term debt instrument with an aggregate principal

amount of RMB3 billion, which has a term of 90 days and bears interest at a rate of 2.62%.

(b) Redemption of corporate bonds after the reporting period

On 23 April 2020, the Company issued a short-term debt instrument with an aggregate principal
amount of RMB2 billion, which has a term of 90 days and bears interest at a rate of 1.36%. The

redemption work of this bond was completed on 22 July 2020.

On 14 May 2020, the Company issued a short-term debt instrument with an aggregate principal
amount of RMB2 billion, which has a term of 90 days and bears interest at a rate of 1.55%. The

redemption work of this bond was completed on 12 August 2020.

On 28 May 2020, the Company issued a short-term debt instrument with an aggregate principal
amount of RMB2 billion, which has a term of 90 days and bears interest at a rate of 1.60%. The

redemption work of this bond was completed on 26 August 2020.

(c) Subsidiary capital increase

In August 2020, EBSHK completed a capital increase of HKD2.3 billion with the paid-in capital

increasing from HKD2.765 billion to HKD5.065 billion.

76



EVERBRIGHT SECURITIES COMPANY LIMITED
NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2020

(Al amounts expressed in RMB thousands unless otherwise specified)

62. COMPARATIVE FIGURES

Certain comparative figures in the interim condensed consolidated financial statements have been

reclassified to conform with the current period’s presentation.

63. IMPACTS OF COVID-19 PANDEMIC

The COVID-19 pandemic since early 2020 has brought about additional uncertainties in the Group’s
operating environment and has impacted the Group’s operations and financial position. The Group
has been closely monitoring the impact of the developments on the Group’s business and has put
in place contingency measures. As far as the Group’s businesses are concerned, the overall impact
of the COVID-19 pandemic on the entity’s financial position and financial performance is limited.

64. APPROVAL OF THE UNAUDITED INTERIM CONDENSED CONSOLIDATED FINANCIAL

STATEMENTS

The financial statements were approved and authorized for issue by the Board of Directors on 26

August 2020.
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