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US$85,000,000

W2 CREDIT®
 BI=F
VCREDIT Holdings Limited
HEfE & Pt EER A R A F

(registered by way of continuation in the Cayman Islands with limited liability)
(Stock Code: 2003)

11.0% SENIOR NOTES DUE 2022
Issue Price: 93.702% plus accrued interest, if any

The 11.0% Senior Notes due 2022 (the “Notes”) will be issued in an initial aggregate principal amount of US$8,057,000 and an additional aggregate
principal amount of US$76,943,000 (pursuant to the Exchange Offer (as defined below)) and will bear interest from December 3, 2020 at 11.0% per annum payable
semiannually in arrears on June 3, and December 3 of each year, beginning June 3, 2021. The Notes will mature on December 3, 2022.

The Notes are unsecured senior obligations of VCREDIT Holdings Limited (the “Company”) guaranteed (the “Subsidiary Guarantees”) by certain of its
existing subsidiaries (the “Subsidiary Guarantors”) other than (1) those organized under the laws of the PRC and (2) certain other subsidiaries specified in the
“Description of the Notes.” Under certain circumstances and subject to certain conditions, a Subsidiary Guarantee required to be provided by a subsidiary of the
Company may be replaced by a limited-recourse guarantee (a “JV Subsidiary Guarantee”). We refer to the subsidiaries providing a JV Subsidiary Guarantee as “JV
Subsidiary Guarantors.”

We may, at our option, redeem the Notes in whole but not in part, at any time, at the redemption price equal to 100% of the principal amount of the Notes
redeemed plus the Applicable Premium as of, and accrued and unpaid interest, if any, to the redemption date. At any time and from time to time, the Company may at
its option redeem up to 35% of the aggregate principal amount of the Notes with the Net Cash Proceeds of one or more sales of Common Stock of the Company in an
Equity Offering at a redemption price of 106.062% of the principal amount of the Notes redeemed, plus accrued and unpaid interest, if any, to (but not including) the
redemption date; provided that at least 65% of the aggregate principal amount of the Notes originally issued on the Original Issue Date remains outstanding after each
such redemption and any such redemption takes place within 60 days after the closing of the related Equity Offering. Upon the occurrence of a Change of Control (as
defined under “Description of the Notes”), we must make an offer to repurchase all Notes outstanding at a purchase price equal to 101% of their principal amount,
plus accrued and unpaid interest, if any, to the date of repurchase.

The Notes will (1) be general obligations of the Company, (2) rank senior in right of payment to any existing and future obligations of the Company
expressly subordinated in right of payment to the Notes, (3) at least pari passu in right of payment with the 2021 Notes and all other unsecured, unsubordinated
Indebtedness of the Company (subject to any priority rights of such unsubordinated Indebtedness pursuant to applicable law), (4) be guaranteed by the Subsidiary
Guarantors and the JV Subsidiary Guarantors (if any) on a senior basis, subject to the limitations described in the “Description of the Notes,” (5) be effectively
subordinated to all existing and future obligations of the Non-Guarantor Restricted Subsidiaries (as defined in the “Description of the Notes”), and (6) be effectively
subordinated to all existing and future secured obligations of the Company to the extent of the collateral securing such obligations. However, applicable law may limit
the enforceability of the Subsidiary Guarantees and the JV Subsidiary Guarantees (as defined under “Description of the Notes”). See “Risk Factors —Risks Relating
to the Subsidiary Guarantees and the JV Subsidiary Guarantees.”

For a more detailed description of the Notes, see “Description of the Notes” beginning on page 225.

Pursuant to the Circular on Promoting the Reform of the Filing and Registration System on the Issuance by Enterprises of Foreign Debt (17 5% %8 J& it ¥ 22 3]
A A SR A T AMETH 52 6w A TR A 0 A0 (3 el /P [2015]204475)) (the “NDRC Circular”) issued by the National Development and Reform Commission of
the PRC (“NDRC”) on September 14, 2015 which came into effect on the same day, the Company has registered the issuance of the Notes with the NDRC and
obtained a certificate from NDRC on December 3, 2018, which was renewed on September 27, 2020 evidencing such registration and undertakes to provide the
requisite information on the issuance of the Notes to the NDRC within 10 business days after the issue date of the Notes.

Investing in the Notes involves risks. Furthermore, investors should be aware that the Notes are guaranteed by Subsidiary Guarantors which
do not currently have significant operations and certain Subsidiary Guarantees may in some cases be replaced by limited-recourse guarantees and
that there are various other risks relating to the Notes, the Company and its subsidiaries, their business and their jurisdictions of operations which

investors should familiarize themselves with before making an investment in the Notes. See the section entitled “Risk Factors” beginning on

page 18 and particularly page 62 for risks relating to the Subsidiary Guarantees and the JV Subsidiary Guarantees.

Application will be made to The Stock Exchange of Hong Kong Limited (“SEHK™) for the listing of, and permission to deal in, the Notes by way of debt
issues to professional investors (as defined in Chapter 37 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited
(“Professional Investors”). This document is for distribution to Professional Investors only.

Notice to Hong Kong investors: The Company confirms that the Notes are intended for purchase by Professional Investors only and will be listed on The
Hong Kong Stock Exchange Limited on that basis. Accordingly, the Company confirms that the Notes are not appropriate as an investment for retail investors in Hong
Kong. Investors should carefully consider the risks involved.

SEHK has not reviewed the contents of this document, other than to ensure that the prescribed form disclaimer and responsibility statements, and a
statement limiting distribution of this document to Professional Investors only have been reproduced in this document. Listing of the Notes on SEHK is not
to be taken as an indication of the commercial merits or credit quality of the Notes or the Company, the Subsidiary Guarantors and the JV Subsidiary
Guarantors (if any) or quality of disclosure in this document. Hong Kong Exchanges and Clearing Limited and SEHK take no responsibility for the contents of
this document, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from or in
reliance upon the whole or any part of the contents of this document.

The Notes, the Subsidiary Guarantees and the JV Subsidiary Guarantees (if any) have not been and will not be registered under the U.S. Securities Act of
1933, as amended (the “Securities Act”), and may not be offered or sold within the United States except pursuant to an exemption from, or in a transaction not
subject to, the registration requirements of the Securities Act and any applicable U.S. state law. The Notes are being offered and sold by the Initial Purchasers only
outside the United States in offshore transactions in compliance with Regulation S under the Securities Act. For a description of certain restrictions on resale or
transfer, see “Transfer Restrictions” beginning on page 299.

The Notes will initially be represented by a global note in registered form without interest coupons attached (the “Initial Global Note”). On the Original
Issue Date, the Initial Global Note will be deposited with a common depositary and registered in the name of the common depositary or its nominee for the accounts
of Euroclear Bank SA/NV (“Euroclear”) and Clearstream Banking S.A. (“Clearstream”). Any Additional Notes will be represented by additional global notes in
registered form without interest coupons attached (the “Additional Global Notes” and, together with the Initial Global Note, the “Global Notes”). Book-entry
interests will be credited to the securities custody accounts of Euroclear and Clearstream participants on the Business Day following the settlement date against
payment for value on the settlement date.

In addition, the Issuer has on November 18, 2020 made an offer to eligible holders of its US$100,000,000 11.0% Senior Notes due 2021 (ISIN:
XS2013677351; COMMON CODE: 201367735) (the “Old Notes”) to (i) exchange their Old Notes for a portion of the Notes and (ii) solicit consents from the eligible
holders of the Old Notes to amend the terms of the indenture dated as of June 20, 2019 that governs the Old Notes, subject to the terms and conditions set out in an
exchange offer memorandum prepared by the Issuer dated November 18, 2020 (the “Exchange Offer”).

Sole Global Coordinator
Haitong International
Joint Lead Managers and Joint Bookrunners
Haitong International Opus Capital

The date of the offering memorandum is November 27, 2020
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THIS CONFIDENTIAL OFFERING MEMORANDUM DOES NOT CONSTITUTE AN OFFER
TO SELL, OR A SOLICITATION OF AN OFFER TO BUY, ANY NOTE OFFERED HEREBY TO ANY
PERSON IN ANY JURISDICTION IN WHICH IT IS UNLAWFUL TO MAKE SUCH AN OFFER OR
SOLICITATION. NEITHER THE DELIVERY OF THIS OFFERING MEMORANDUM NOR ANY
SALE MADE HEREUNDER SHALL UNDER ANY CIRCUMSTANCES IMPLY THAT THERE HAS
BEEN NO CHANGE IN THE AFFAIRS OF OUR COMPANY OR OUR SUBSIDIARIES OR THAT
THE INFORMATION SET FORTH IN THIS OFFERING MEMORANDUM IS CORRECT AS OF ANY
DATE SUBSEQUENT TO THE DATE HEREOF.

IN CONNECTION WITH THIS OFFERING, HAITONG INTERNATIONAL SECURITIES
COMPANY LIMITED AND OPUS CAPITAL LIMITED, AS STABILIZING MANAGERS ON
BEHALF OF THE INITIAL PURCHASERS, OR ANY PERSON ACTING FOR THE INITIAL
PURCHASERS, MAY PURCHASE AND SELL THE NOTES IN THE OPEN MARKET. THESE
TRANSACTIONS MAY, TO THE EXTENT PERMITTED BY APPLICABLE LAWS AND
REGULATIONS, INCLUDE SHORT SALES, STABILIZING TRANSACTIONS AND PURCHASES
TO COVER POSITIONS CREATED BY SHORT SALES. THESE ACTIVITIES MAY STABILIZE,
MAINTAIN OR OTHERWISE AFFECT THE MARKET PRICE OF THE NOTES. AS A RESULT, THE
PRICE OF THE NOTES MAY BE HIGHER THAN THE PRICE THAT OTHERWISE MIGHT EXIST
IN THE OPEN MARKET. IF THESE ACTIVITIES ARE COMMENCED, THEY MAY BE
DISCONTINUED AT ANY TIME AND MUST IN ANY EVENT BE BROUGHT TO AN END AFTER
A LIMITED TIME. THESE ACTIVITIES WILL BE UNDERTAKEN SOLELY FOR THE ACCOUNT
OF THE STABILIZING MANAGERS ON BEHALF OF THE INITIAL PURCHASERS, AND NOT
FOR OR ON BEHALF OF THE COMPANY. THIS OFFERING MEMORANDUM INCLUDES
PARTICULARS GIVEN IN COMPLIANCE WITH THE RULES GOVERNING THE LISTING OF
SECURITIES ON THE STOCK EXCHANGE OF HONG KONG LIMITED FOR THE PURPOSE OF
GIVING INFORMATION WITH REGARD TO THE COMPANY, THE SUBSIDIARY GUARANTORS
AND THE JV SUBSIDIARY GUARANTORS (IF ANY). THE COMPANY, THE SUBSIDIARY
GUARANTORS AND THE JV SUBSIDIARY GUARANTORS (IF ANY) ACCEPT FULL
RESPONSIBILITY FOR THE ACCURACY OF THE INFORMATION CONTAINED IN THIS
OFFERING MEMORANDUM AND CONFIRMS, HAVING MADE ALL REASONABLE ENQUIRIES,
THAT TO THE BEST OF ITS KNOWLEDGE AND BELIEF THERE ARE NO OTHER FACTS THE
OMISSION OF WHICH WOULD MAKE ANY STATEMENT HEREIN MISLEADING.

You should rely only on the information contained in this offering memorandum. We have not
authorized anyone to provide you with information that is different from that contained in this offering
memorandum. We are offering to sell, and seeking offers to buy, the Notes only in jurisdictions where
offers and sales are permitted. The information contained in this offering memorandum is accurate only
as of the date of this offering memorandum, regardless of the time of delivery of this offering
memorandum or any sale of the Notes. Our business, financial condition, results of operations and
prospects may have changed since that date.

This offering memorandum is not intended to provide the basis of any credit or other evaluation
nor should it be considered as a recommendation by any of the Company, the Subsidiary Guarantors,
the JV Subsidiary Guarantors (if any), the Sole Global Coordinator, Joint Lead Managers and Joint
Bookrunners, the Trustee, the Paying Agent or the Transfer Agent that any recipient of this offering
memorandum should purchase the Notes. Each person receiving this Offering Memorandum
acknowledges that such person has not relied on the Sole Global Coordinator, Joint Lead Managers and
Joint Bookrunners, the Trustee, the Paying Agent, the Transfer Agent or on any person affiliated with
the Sole Global Coordinator, Joint Lead Managers and Joint Bookrunners, the Trustee, the Paying Agent
or the Transfer Agent in connection with its investigation of the accuracy of such information or its
investment decision, and each such person must rely on its own examination of the Company, the



Subsidiary Guarantors, the JV Subsidiary Guarantors (if any) and the merits and risks involved in
investing in the Notes. See “Risk Factors” for a discussion of certain factors to be considered in
connection with an investment in the Notes.

To the fullest extent permitted by law, none of the Sole Global Coordinator, Joint Lead Managers
and Joint Bookrunners, the Trustee, the Paying Agent, the Transfer Agent or any of their respective
affiliates, directors or advisors accepts any responsibility for the contents of this offering memorandum.
Each of the Sole Global Coordinator, Joint Lead Managers and Joint Bookrunners, the Trustee, the
Paying Agent and the Transfer Agent or any of their respective affiliates, directors or advisors
accordingly disclaims all and any liability, whether arising in tort or contract or otherwise, which it
might otherwise have in respect of this offering memorandum or any such statement. None of the Sole
Global Coordinator, Joint Lead Managers and Joint Bookrunners, the Trustee, the Paying Agent, the
Transfer Agent or any of their respective affiliates, directors or advisors undertakes to review the
financial condition or affairs of the Company or the Group during the life of the arrangements
contemplated by this offering memorandum nor to advise any investor or potential investor in the Notes
of any information coming to the attention of the Sole Global Coordinator, Joint Lead Managers and
Joint Bookrunners, the Trustee, the Paying Agent or the Transfer Agent.

This offering memorandum is highly confidential and has been prepared by us solely for use in
connection with the proposed offering of the Notes. We reserve the right to withdraw the offering of the
Notes at any time. We and the Joint Lead Managers also reserve the right to reject any offer to
purchase, in whole or in part, for any reason, or to sell less than all of the Notes offered hereby.

This offering memorandum is personal to the offeree to whom it has been delivered and does not
constitute an offer to any other person or to the public in general to subscribe for or otherwise acquire
the Notes. Distribution of this offering memorandum by you to any person other than those persons, if
any, retained to advise you with respect to this offering memorandum is unauthorized, and any
disclosure of any of the contents of this offering memorandum, without our prior written consent, is
prohibited. By accepting delivery of this offering memorandum, each offeree agrees to the foregoing
and to make no photocopies or other reproductions of this offering memorandum.

Each offeree acknowledges that (i) such person has been afforded an opportunity to request from
us and to review, and have received, all additional information considered by such person to be
necessary to verify the accuracy of, or to supplement, the information contained in this offering
memorandum, (ii) such person has not relied on the Joint Lead Managers or any person affiliated with
the Joint Lead Managers in connection with such person’s investigation of the accuracy of such
information or such person’s investment decision, and (iii) no person has been authorized to give any
information or to make any representation concerning us, our subsidiaries, the Notes, the Subsidiary
Guarantees or the JV Subsidiary Guarantors, if any, (other than as contained in this offering
memorandum) and, if given or made, any such other information or representation should not be relied
upon as having been authorized by us or the Joint Lead Managers.

Laws in certain jurisdictions may restrict the distribution of this offering memorandum and the
offer and sale of the Notes. Persons into whose possession this offering memorandum or any of the
Notes are delivered must inform themselves about, and observe, any such restrictions. Each prospective
purchaser of the Notes must comply with all applicable laws and regulations in force in any jurisdiction
in which it purchases, offers or sells the Notes or possesses or distributes this offering memorandum
and must obtain any consent, approval or permission required under any regulations in force in any
jurisdiction to which it is subject or in which it makes such purchases, offers or sales, and neither we
nor the Joint Lead Managers shall have any responsibility therefor.



We have prepared this offering memorandum, and we are solely responsible for its contents. You
are responsible for making your own examination of us and your own assessment of the merits and
risks of investing in the Notes. By purchasing the Notes, you will be deemed to have acknowledged
that you have made certain acknowledgements, representations and agreements as set forth under the
section headed “Plan of Distribution” below.

IN MAKING AN INVESTMENT DECISION, YOU MUST RELY ON YOUR OWN
EXAMINATION OF OUR BUSINESS AND THE TERMS OF THE OFFERING, INCLUDING THE
MERITS AND RISKS INVOLVED. THE NOTES, THE SUBSIDIARY GUARANTEES AND THE JV
SUBSIDIARY GUARANTEES (IF ANY) HAVE NOT BEEN RECOMMENDED BY ANY FEDERAL
OR STATE SECURITIES COMMISSION OR REGULATORY AUTHORITY. FURTHERMORE, THE
FOREGOING AUTHORITIES HAVE NOT CONFIRMED THE ACCURACY OR DETERMINED THE
ADEQUACY OF THIS OFFERING MEMORANDUM. ANY REPRESENTATION TO THE
CONTRARY IS A CRIMINAL OFFENSE.

THESE SECURITIES ARE SUBJECT TO RESTRICTIONS ON TRANSFERABILITY AND
RESALE AND MAY NOT BE TRANSFERRED OR RESOLD EXCEPT AS PERMITTED UNDER
THE U.S. SECURITIES ACT OF 1933, AS AMENDED, AND ANY APPLICABLE U.S. STATE
SECURITIES LAWS OR EXEMPTION THEREFROM. YOU SHOULD BE AWARE THAT YOU MAY
BE REQUIRED TO BEAR THE FINANCIAL RISKS OF THIS INVESTMENT FOR AN INDEFINITE
PERIOD OF TIME. SEE “TRANSFER RESTRICTIONS.”

NO REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED, IS MADE BY THE JOINT
LEAD MANAGERS, CITICORP INTERNATIONAL LIMITED (THE “TRUSTEE”), CITIBANK, N.A,,
LONDON BRANCH (THE “PAYING AGENT”, THE “NOTE REGISTRAR” AND THE “TRANSFER
AGENT”, AND TOGETHER, THE “AGENTS”) OR ANY OF THEIR RESPECTIVE AFFILIATES OR
ADVISORS, AS TO THE ACCURACY, COMPLETENESS OR SUFFICIENCY OF THE
INFORMATION CONTAINED IN THIS OFFERING MEMORANDUM, AND NOTHING
CONTAINED IN THIS OFFERING MEMORANDUM 1S, OR SHOULD BE RELIED UPON AS, A
PROMISE, REPRESENTATION OR WARRANTY BY THE JOINT LEAD MANAGERS, THE
TRUSTEE OR THE AGENTS, WHETHER AS TO THE PAST OR THE FUTURE. THE JOINT LEAD
MANAGERS ASSUME NO RESPONSIBILITY FOR ITS ACCURACY, COMPLETENESS OR
SUFFICIENCY OR FOR ANY STATEMENT MADE OR PURPORTED TO BE MADE BY THE JOINT
LEAD MANAGERS OR ON THEIR BEHALF IN CONNECTION WITH THE COMPANY OR THE
SUBSIDIARY GUARANTORS OR THE JV SUBSIDIARY GUARANTORS (IF ANY) ON THE ISSUE
AND OFFERING OF THE NOTES. NONE OF THE JOINT LEAD MANAGERS, THE TRUSTEE OR
THE AGENTS ACCEPT ANY RESPONSIBILITY FOR THE CONTENTS OF THIS OFFERING
MEMORANDUM. EACH OF THE JOINT LEAD MANAGERS, THE TRUSTEE AND THE AGENTS
ACCORDINGLY DISCLAIMS ALL AND ANY LIABILITY WHETHER ARISING IN TORT OR
CONTRACT OR OTHERWISE WHICH IT MIGHT OTHERWISE HAVE IN RESPECT OF THIS
OFFERING MEMORANDUM OR ANY SUCH STATEMENT.

Neither we nor the Joint Lead Managers or any of our or their respective representatives are
making any representation to you regarding the legality of an investment in the Notes by you under
applicable legal investment or similar laws. You should not consider any information in this offering
memorandum to be legal, business or tax advice. You should consult your own advisors as to legal, tax,
business, financial and related aspects of the purchase of the Notes.

—iv —



CERTAIN CONVENTIONS AND CURRENCY PRESENTATION

The statistics set forth in this offering memorandum relating to the PRC and the financial services
industry in the PRC were taken or derived from various government and private publications. Neither
we nor the Joint Lead Managers make any representation as to the accuracy of such statistics, which
may not be consistent with other information compiled within or outside the PRC. Due to possibly
inconsistent collection methods and other problems, the statistics herein may be inaccurate and should
not be unduly relied upon.

In this offering memorandum, references to “China” or the “PRC” are to the People’s Republic of
China, excluding Hong Kong, Macau and Taiwan except where the context requires otherwise;
references to “US$” or “U.S. dollars” are to the lawful currency of the United States; references to
“HK$” or “Hong Kong dollars” are to the lawful currency of Hong Kong; and references to “RMB” or
“Renminbi” are to the lawful currency of China. We record and publish our financial statements in
Renminbi. Solely for your convenience, certain Hong Kong dollar and Renminbi amounts in this
offering memorandum have been converted into U.S. dollars and certain U.S. dollar amounts have been
converted into Hong Kong dollar and Renminbi amounts, based on the exchange rate of HK$7.7500 =
US$1.00 and RMB6.7896 = US$1.00, respectively, which was the noon buying rate as certified for
customs purposes by the H.10 weekly statistical release of the Federal Reserve Board for cable transfers
for Hong Kong dollars and Renminbi on September 30, 2020. No representation is made that the Hong
Kong dollar or Renminbi amounts could have been, or could be, converted into U.S. dollars at that rate
or at any other rate. See “Exchange Rate Information.”

In this offering memorandum, the terms “we,” “us,” “Group” and “our” refer to VCREDIT
Holdings Limited and its subsidiaries, the term “Company” refers to VCREDIT Holdings Limited
individually, in each case unless the context otherwise requires, “Initial Purchasers” and “Joint Lead

Managers” refer to Haitong International Securities Company Limited and Opus Capital Limited.

Unless the context otherwise requires, references to “2017”, “2018” and “2019” in this offering
memorandum are to our financial years ended December 31, 2017, 2018 and 2019, respectively.

References to the “2021 Notes” are to the US$100,000,000 11.0% Senior Notes due 2021.

References to “Asia Jumbo” are to Asia Jumbo Group Limited, a company established under the
laws of BVI on January 6, 2016 and our direct wholly-owned subsidiary.

References to “Board” are to the board of Directors of the Company.
References to “BVI” are to the British Virgin Islands.

References to “CBIRC” are to the China Banking and Insurance Regulatory Commisssion,
formerly known as the China Banking Regulatory Commission (“CBRC").

References to “CCRC” are to the Credit Reference Center of the People’s Bank of China.



References to “Controlling Shareholder(s)” has the meaning ascribed to it under the Listing Rules
and unless the context otherwise requires refers to Mr. Ma and the holding companies directly
wholly-owned by him, namely Skyworld-Best Limited, Wealthy Surplus Limited and Glory Global
International Limited.

References to “CSRC” are to the China Securities Regulatory Commission.

References to “Director(s)” are to the director(s) of the Company.

References to “FOTIC” are to the China Foreign Economy and Trade Trust Co., Ltd. (* % #h &8
52 o (5 A BRA 7).

References to “Founding Shareholders” are to Mr. Ma, Mr. Liu, Skyworld-Best Limited, Wealthy
Surplus Limited, Glory Global International Limited and Magic Mount Limited.

References to “Listing Rules” are to the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited, as amended, supplemented or otherwise modified from time to time.

References to “MIIT” are to the Ministry of Industry and Information Technology of China (9 %
N RN T 245 BALR).

References to “MOFCOM” are to the Ministry of Commerce of China (% A & 0B & 15 35).

References to “Mr. Liu” are to Mr. Liu Sai Wang Stephen (B2t 7%), executive Director, and Chief
Executive Officer of our Company and a Founding Shareholder.

References to “Mr. Ma” are to Mr. Ma Ting Hung (% #E %), non-executive Director, Chairman and
Controlling Shareholder of our Company and a Founding Shareholder.

References to “PBOC” are to the People’s Bank of China.

References to “Preferred Share(s)” are to our convertible and redeemable preferred shares, which
were automatically converted into our ordinary shares upon the listing of our ordinary shares on the
SEHK.

References to “SAFE” are to the State Administration of Foreign Exchange of China.

References to “SAT” are to the State Administration of Taxation.

References to “SEHK” are to The Stock Exchange of Hong Kong Limited.

References to “Shanghai Tiantian” are to Shanghai Tiantian Asset Management Co., Ltd. (_E#
IWEEEMAM/F]), a company established under the laws of China on May 31, 2016 and our
indirect wholly-owned subsidiary.

References to “VC Financial Technology” are to Vision Credit Financial Technology Co., Ltd. (.-

T HEMS &R S BB A BR A7), a company established under the laws of China on April 14, 2008 and
our indirect wholly-owned subsidiary.
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References to “VC Guarantee” are to Vision Credit Financing Guarantee Co., Ltd. (4Ll &R
F R/ 7)), a company established under the laws of China on December 24, 2009 and our indirect
wholly-owned subsidiary.

References to “VCREDIT Ventures” are to VCREDIT Ventures Limited, a company incorporated
under the laws of the Cayman Islands on March 7, 2018 and our direct wholly-owned subsidiary.

References to “Vision Credit HK” are to Vision Credit Limited, a company incorporated under the
laws of Hong Kong on March 14, 2006 and our direct wholly-owned subsidiary.

References to “Vision Financial Leasing” are to Vision Financial Leasing (Suzhou) Co., Ltd. (4
A& E (B M)A FRZA ), a company established under the laws of China on July 19, 2011 and our
indirect wholly-owned subsidiary.

References to “Vision Financial Servicing” are to Hangzhou Vision Financial Servicing Co., Ltd.
(WU A 4 RIS A BR 23 7]), a company established under the laws of China on May 28, 2010. On
October 10, 2018, we entered into an agreement to dispose of Vision Financial Servicing and the
disposal was completed on December 31, 2018.

References to “Vision Small Loan Chengdu” are to Chengdu Weishi Microfinance Co., Ltd. (J&#F
HETE/NEEE KA PR F]), a company established under the laws of China on December 8, 2011 and our
indirect wholly-owned subsidiary.

References to “Vision Information Qingdao” are to Qingdao Vcredit Information Technology
Management Co., Ltd. (5 S4E(EE BRHEHARAA), a company established under the laws of
China on March 6, 2014 and our indirect wholly-owned subsidiary.

References to “Vision Small Loan Shanghai” are to Shanghai Jing’an Vision Small Loan Co., Ltd.
(L L4 NS A BR A 7)), a company established under the laws of China on September 16,
2014 and our indirect wholly-owned subsidiary.

In this offering memorandum, where information has been presented in thousands, millions or
billions of units, amounts may have been rounded up or down. Totals of columns or rows in tables may
not equal the apparent total of the individual items and actual numbers may differ from those contained
in this offering memorandum due to rounding.

The English names of PRC nationals, entities, departments, facilities, laws, regulations,

certificates, titles and the like are translations of their Chinese names and are included for identification
purposes only. In the event of any inconsistency, the Chinese name prevails.
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FORWARD-LOOKING STATEMENTS

This offering memorandum contains forward-looking statements that are, by their nature, subject
to significant risks and uncertainties, including the risk factors described in this offering memorandum.
These forward-looking statements include, but are not limited to, statements relating to:

. our operations and business prospects;

. changes to regulatory and operating conditions in the industry and geographical markets in
which we operate;

. our business and operating strategies and our ability to implement such strategies;
. the effectiveness of our internal control and risk management;
. our ability to develop and manage our operations and business;

. disruption caused by the coronavirus disease 2019 (“COVID-19”) pandemic and government
measures in response to the COVID-19 pandemic;

. competition for, among other things, capital, technology and skilled personnel; and

. all other risks and uncertainties described in the section headed “Risk Factors”.

In some cases we use words such as “aim”, “anticipate”, “believe”, “estimate”, “expect”, “going
forward”, “intend”, “may”, “plan”, “potential”, “predict”, “project”, “propose”, “seek”, “should”,
“will”, “would” and other similar expressions to identify forward-looking statements. All statements

other than statements of historical facts included in this offering memorandum, including statements
regarding our strategy, projected costs and plans and objectives of management for future operations,
are forward-looking statements. We can give no assurance that those expectations will prove to have
been correct, and you are cautioned not to place undue reliance on such statements.

Furthermore, these forward-looking statements merely reflect our views with respect to future
events and are not a guarantee of future performance. Our financial condition may differ materially
from the information contained in the forward-looking statements as a result of a number of factors,
including, without limitation, factors disclosed under the section headed “Risk Factors”, beginning on
page 18 of this offering memorandum and elsewhere in this offering memorandum and the following:

. changes or volatility in interest rates, foreign exchange rates, equity prices or other rates or
prices; and

. other factors beyond our control.

Subject to the requirements of applicable laws, rules and regulations, we do not have any
obligation and do not intend to update or otherwise revise the forward-looking statements in this
offering memorandum, whether as a result of new information, future events or otherwise. Because of
these risks, uncertainties or assumptions, the forward-looking events and circumstances discussed in
this offering memorandum might not occur in the way we expect, or at all. Accordingly, you should not
place undue reliance on any forward-looking statements. All forward-looking statements contained in
this offering memorandum are qualified by reference to this cautionary statement.
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ENFORCEABILITY OF CIVIL LIABILITIES

We are an exempted company incorporated under the laws of the Cayman Islands with limited
liability and operate principally in the PRC. As substantially all of our business is conducted, and
substantially all of our assets are located, in the PRC, our operations are generally affected by and
subject to the PRC legal system and PRC laws and regulations. All or substantially all of our directors
and officers and the experts named herein are located outside the United States. As a result, it may not
be possible for investors to effect service of process within the United States upon us, any of the
Subsidiary Guarantors or the JV Subsidiary Guarantors (if any), or such persons or to enforce against
us, any of the Subsidiary Guarantors or the JV Subsidiary Guarantors (if any) or such persons
judgments obtained in United States courts, including judgments predicated upon the civil liability
provisions of the federal securities laws of the United States.

Since 1979, the PRC Government has promulgated laws and regulations in relation to general
economic matters such as foreign investment, corporate organization and governance, commerce,
taxation, foreign exchange and trade, with a view towards developing a comprehensive system of
commercial law. In particular, legislation over the past three decades has significantly enhanced the
protections afforded to various forms of foreign investment in China. As a result of this activity to
develop the legal system, the system of laws in China continues to evolve. However, even where
adequate law exists, the enforcement of existing laws or contracts may be uncertain and sporadic. The
PRC legal system is based on written statutes and their interpretation, and prior court decisions may be
cited for reference but have limited weight as precedent. It may be difficult for investors to effect
service of process upon us or our directors and officers. We have been advised by Jingtian &
Gongcheng, our PRC legal adviser, that it is uncertain whether the courts of the PRC would (i) enforce
against us, or our directors and officers, judgments obtained in courts or arbitration tribunals outside
the PRC which are predicated upon the laws of jurisdictions other than the PRC, including the civil
liability provisions of the U.S. federal or state securities laws or (ii) entertain original actions brought
in the PRC against us, or our directors and officers, predicated upon U.S. federal or state securities
laws.

We have similarly been advised by Harney Westwood & Riegels, our counsel as to Cayman
Islands laws, that it is uncertain whether the courts of the Cayman lIslands would (i) enforce against us
judgments obtained in courts or arbitration tribunals outside the Cayman Islands which are predicated
upon the laws of jurisdictions other than the Cayman Islands, including the civil liability provisions of
U.S. federal or state securities laws or (ii) entertain original actions brought in the Cayman Islands
against us predicated upon U.S. federal or state securities laws. Harney Westwood & Riegels have
advised us that the courts of the Cayman Islands would recognize as a valid judgment, a final and
conclusive judgment in personam obtained in the federal or state courts in the United States under
which a sum of money is payable (other than a sum of money payable in respect of multiple damages,
taxes or other charges of a like nature or in respect of a fine or other penalty) or, in certain
circumstances, an in personam judgment for non-monetary relief, and would give a judgment based
thereon provided that: (a) such courts had proper jurisdiction over the parties subject to such judgment;
(b) such courts did not contravene the rules of natural justice of the Cayman Islands; (c) such judgment
was not obtained by fraud; (d) the recognition or enforcement of the judgment would not be contrary to
the public policy of the Cayman Islands; (e) no new admissible evidence relevant to the action is
submitted prior to the rendering of the judgment by the courts of the Cayman Islands; and (f) there is
due compliance with the correct procedures under the laws of the Cayman Islands.
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PRESENTATION OF FINANCIAL INFORMATION

The audited consolidated financial statements and related notes as of December 31, 2017, 2018
and 2019 and for the years ended 2017, 2018 and 2019 and the unaudited condensed consolidated
interim financial information as of June 30, 2020, for the six months ended June 30, 2019 and 2020, as
of September 30, 2020 and for the nine months ended September 30, 2019 and 2020, included
elsewhere in the offering memorandum, have been prepared in accordance with International Financial
Reporting Standards (“IFRS”), which differ in certain respects from generally accepted accounting
principles in certain other countries. We also use certain non-IFRS financial measures to present our
financial information in this offering memorandum.

We have adopted IFRS 9 “Financial Instruments” (“IFRS 9”), which took effect on January 1,
2018. The impact of the initial application of this new accounting standard is disclosed in note 2.2 to
our audited consolidated financial statements as of and for the year ended December 31, 2018. The
classification and measurement and impairment requirements of IFRS 9 are applied retrospectively by
adjusting the opening statement of financial position at the date of initial application, with no
requirement to restate comparative periods. Therefore, our consolidated financial information as of and
for the year ended 2017 may not be directly comparable to our consolidated financial information after
January 1, 2018.

We have adopted IFRS 16 “Lease” (“IFRS 16”), which took effect on January 1, 2019. The
impact of the initial application of this new accounting standard is disclosed in note 2.2 to our audited
consolidated financial statements as of and for the year ended December 31, 2019. The recognition and
measurement requirements of IFRS 16 are applied retrospectively by adjusting the opening statement of
financial position at the date of initial application, with no requirement to restate comparative periods.
Therefore, our consolidated financial information as of and for the years ended 2017 and 2018 may not
be directly comparable to our consolidated financial information after January 1, 2019.

Investors must therefore exercise caution when making comparisons of our consolidated financial
figures and when evaluating our financial condition and results of operations. If applicable, potential
investors should consult their own independent financial advisers for professional advice.



GLOSSARY OF TECHNICAL TERMS

This glossary of technical terms contains definitions of certain terms used in this offering
memorandum in connection with our Company and our business. These terms and their definitions may
not correspond to standard industry definitions, and may not be directly comparable to similarly titled
terms adopted by other companies operating in the same industries as our Company.

“ABSs’

“aggregate balance of outstanding
principal of all loans to
customers’

“alternative data”

“big data”

“binary approve-or-reject
decisioning”

“CAGR”

“cloud computing”

asset-backed securities, which refer to financial securities
backed by specific financial assets such as loans or other
receivables, typically issued by a special-purpose vehicle
through public or private offerings

as of a specified date, the sum of the principal amount of all
loans to customers that are not repaid in full, minus the
written-off principal amount of loans to customers under
which any payment of principal or interest is delinquent for 12
months or more

any data other than the credit data that can be used to assess
credit risk of a natural person, whether or not reported in such
natural person’s credit records

the use of advanced analytics techniques to process
voluminous and diverse data sets to uncover hidden patterns,
unknown correlations, market trends, customer preferences
and other useful information that can help organizations make
more-informed business decisions

a credit decisioning methodology under which loan applicants
of a particular product are either approved with credit of the
same interest rate or rejected

compound annual growth rate, calculated by dividing the
ending value by the beginning value of a period, raised to the
power of one divided by the number of years within the
period, and subtracting one from the subsequent result, or in
formula form as follows:

1

CAGR = Ending Value Number of Years | - 1

Beginning Value

the shared computing resources and services that can be
accessed on demand and deployed quickly with minimal
management effort, often over the Internet, to achieve
coherence and economies of scale
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“cohort”

“Cohort-Based M3+ Delinquency
Ratio”

“Cohort-Based M3+ Delinquent

Loans’

“credit data”

“effective variables’

“feature engineering”

“GDP”

“ I aasn

“|CP License”

“installment credit”

“ |

“loan guarantee”

“loan originated by us’

the set of loans that we grant or facilitate during a specified
period of time

as of a specified date, the Cohort-Based M3+ Delinquent
Loans divided by the aggregate loan origination volume within
the applicable cohort

as of a specified date, the aggregate balance of outstanding
principal of all loans within the applicable cohort under which
any payment of principal or interest is delinquent for 3 months
or more up to 12 months

data with respect to financial history reported in a natural
person’s credit records that can be used to assess credit risk of
such natural person

variables that are necessary for, and used in, our credit
assessment and risk-based pricing models

the process of transforming data into features to act as inputs
for machine learning models

gross domestic product, which refers to a monetary measure of
the market value of all finished goods and services produced
within a country’s border in a specific period of time

infrastructure as a service, which refers to the delivery of
computing resources, complemented by storage and
networking capabilities, that are owned and hosted by a
service provider and offered to customers on-demand

Value-added Telecommunications Service Operating Permit for
Internet information services

a type of credit that grants a loan of a fixed principal amount
on condition of repayment of the principal at regular intervals
over a specified period until paid in full

information technology

a type of guarantee used to secure loans under which a
guarantor promises to pay a lender principal and interest if the
borrower does not

loan granted or facilitated by us
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“loan origination volume”

“machine learning”

“modular architecture”’

“ APR"

“OCR”

“official credit records

“precision marketing”

“prime and near-prime borrowers’

“registered users’

“repeat borrowers”

for a specified period of time, the aggregate amount of initial
principal of loans that are granted or facilitated by us, funded
through our direct lending, trust lending, credit-enhanced loan
facilitation and pure loan facilitation structures

the technology of driving computer systems to “learn” (i.e.,
progressively improve performance on a specific task) without
being explicitly re-programmed by humans

the design of a system composed of separate components that
can be connected together

annualized rate for borrowing, calculated by dividing average
monthly payment from borrowers during the applicable period
by the initial loan origination amount, multiplied by 12

optical character recognition, which refers to the recognition
of printed or written text characters by a computer

credit history records maintained by the CCRC

a marketing technique that delivers messages to individuals or
market segments who are identified as target users for specific
products or services

as commonly understood and accepted in China’s consumer
finance industry, borrowers who are considered having the
tendency to make financial repayments on time and in full and
possessing official credit records and credit cards in good
standing, which indicate prior performance of using credit
wisely and handling financial obligations responsibly,
typically with above-average credit scores under the relevant
credit scoring model (for details of our practice of assigning
credit scores under our own credit scoring model, which
assigns varying points and weights to a number of
credit-assessment factors that we review and consider from
time to time to calculate credit scores and which is primarily
based on credit data from official credit records, which have a
shorter history as compared to those in the United States, see
“Business — Our Borrowers — Borrower Base — Borrower
Profile™)

users who are registered with our mobile applications or have
applied for our online-to-offline credit products

borrowers who had repaid at least one loan with us in full and
borrowed at least one additional loan on a cumulative basis
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“revolving credit”

“risk-based pricing

“SaaS’

“scorecard”

“user case’

“variable’

a type of credit that typically specifies a maximum
outstanding amount at any time and permits new borrowing up
to that amount on condition that previously borrowed amounts
are repaid on time

a credit-pricing methodology used by lenders that determines
the interest and other fee rates of loans based on a prediction
of the credit risk of a specific borrower

software as a service, which refers to a software licensing
model in which access to the software owned by a service
provider is provided to customers on a subscription basis

a credit scoring model that quantifies the credit risk of a
borrower with the output of a credit score

a scenario in which a user interacts with a product or service
for a specific motivation

a form or type of data used to organize data in a structured
way for use as a factor in algorithms or models
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SUMMARY

The following summary highlights information contained elsewhere in this offering memorandum.

Because this is only a summary, it does not contain all of the information that you should consider
before deciding to invest in the Notes. You should read this entire offering memorandum carefully,
including the “Risk Factors” section and our consolidated financial statements and related notes.

Overview

We are a leading independent online consumer finance service provider in China. We offer
tailored consumer finance products to prime and near-prime borrowers who typically have bank
accounts and credit cards but are under-served by traditional financial institutions. We offer consumer
finance products primarily by originating transactions between borrowers and traditional financial
institutions through three funding structures, and, to a lesser extent, we directly lend to borrowers. For
the years ended 2017, 2018 and 2019, the six months ended June 30, 2020 and the three months ended
September 30, 2020, we originated RMB24.5 billion, RMB20.8 billion, RMB33.7 billion, RMB13.3
billion and RMB8.7 billion of loans, respectively. Following our initial public offering, our shares have
been listed on the Main Board of the SEHK since June 21, 2018 under stock code 02003, and our
market capitalization was approximately HK$1.8 billion (US$0.2 billion) as of October 30, 2020.

Some of our defining characteristics that we believe are critical to our success include:

. focus on borrowers with income and existing official credit records;

. centered on “credit-plus-alternative” data;

. effective risk-based pricing capabilities;

. sustainable, license-driven business model; and

. long-standing funding partnerships with licensed financial institutions.

We primarily offer two lines of credit products, both of which are installment-based:

. Credit card balance transfer products. Our credit card balance transfer products allow credit
card holders to transfer the outstanding balances of their credit cards to our credit products

to bridge their short-term liquidity management needs.

. Consumption credit products. Our consumption credit products provide consumers with a
variety of installment credit solutions tailored for specific user cases.

During the years ended 2017 and 2018, we also offered online-to-offline credit products. On
October 10, 2018, we entered into an agreement to dispose of the subsidiary that operates our
online-to-offline business platform and the disposal was completed on December 31, 2018. Following
the disposal, we no longer operate the online-to-offline business platform, but we believe that we
continue to serve the need of substantially the same group of borrowers through our credit card balance
transfer products and consumption credit products.




Our total income was RMB2.7 billion, RMB2.7 billion, RMB3.9 billion, RMB1.2 billion and
RMBO0.7 billion for the years ended 2017, 2018 and 2019, the six months ended June 30, 2020 and the
three months ended September 30, 2020, respectively. We recorded operating profit of RMB347.4
million, RMB101.6 million, RMB154.4 million for the years ended 2017, 2018 and 2019, respectively,
operating loss of RMB1.3 billion for the six months ended June 30, 2020 and operating profit of
RMBO0.1 billion for the three months ended September 30, 2020. We recorded net loss of RMB1.0
billion, net loss of RMBL1.0 billion, net profit of RMB64.8 million, net loss of RMBL1.1 billion and net
profit of RMB90.4 million for the years ended 2017, 2018 and 2019, the six months ended June 30,
2020 and the three months ended September 30, 2020, respectively. Excluding the impact of fair value
loss of our Preferred Shares and our share-based compensation expenses, we had adjusted net profit of
RMB292.5 million, adjusted net profit of RMB295.8 million, adjusted net profit of RMB368.2 million,
adjusted net loss of RMB1.0 billion and adjusted net profit of RMB109.7 million for the years ended
2017, 2018 and 2019, the six months ended June 30, 2020 and the three months ended September 30,
2020, respectively. For further details of our adjusted net (loss)/profit, see “Management’s Discussion
and Analysis — Consolidated Income Statement” and “Management’s Discussion and Analysis —
Non-IFRS Measures.”

Recent Developments

COVID-19 Pandemic

The COVID-19 pandemic which began at the end of 2019 has affected millions of individuals and
adversely impacted national economies worldwide, including China. Cities in China where we have
significant operations imposed travel restrictions in an effort to curb the spread of COVID-19 which is
highly infectious. The outbreak of the COVID-19 pandemic and the subsequent measures taken to
restrict its spread among the population, such as social distancing and lockdown, have constrained the
lives of all and severely affected the business activities and economic outlook, with no exceptions for
the consumer finance sector in China. The COVID-19 pandemic related lockdown and social distancing
measures implemented across cities in China caused a slowdown in consumer consumption activities,
which in turn weakened credit demand and asset quality. The various levels of interruption and
suspension of normal daily activities for a significant part of the first half of 2020 increased the
operational challenges of participants in the Chinese consumer finance sector and forced the adoption
of more prudent policies to prevent asset quality deterioration and to mitigate increased credit risk.
During the six months ended June 30, 2020, our business has been affected by the COVID-19 pandemic
outbreak and it has been the principal contributor to our reported loss in our interim results for the
period. However, as the impact of the COVID-19 outbreak gradually reduced and our operations began
to improve and recover in the second quarter of 2020, we have recorded a profit of RMB90.4 million
for the three months ended September 30, 2020, an increase of 96.6% compared to RMB46.0 million
for the three months ended September 30, 2019.

The PRC central and local governments have taken various measures to manage cases and reduce
potential spread and impact of infection, and further introduced various policies to boost the economy
and stimulate the local property markets. Since June 2020, China and some other countries gradually
lifted stay-at home orders and began to resume work and school at varying levels and scopes. However,
since June 2020 more than 100 new cases have been reported in Beijing and several other provinces.
Strict measures in certain locations have been imposed again to curb this potential resurgence. Given
the uncertainties as to the development of the COVID-19 outbreak at the moment, it is difficult to
predict how long these conditions will persist and the extent to which we may be affected. We cannot




assure you that our business, financial condition and results of operations will not be materially and
adversely affected. See “Risk Factors — Risks Relating to Our Business and Industry — Our business
has been and is likely to continue to be materially adversely affected by the outbreak and resurgence of
COVID-19 in China.”

Share Repurchase

During the period from July 1, 2020 to October 30, 2020, we repurchased and cancelled 4,917,000
shares on the open market with an aggregate value of approximately HK$21.1 million (US$2.7 million).
The repurchase was funded by cash on hand.
Exchange Offer of the 2021 Notes

Concurrent with the offering of the Notes, we are offering to exchange (the “Exchange Offer”)
any and all of our outstanding 2021 Notes for the Notes and soliciting consents from the holders of the
2021 Notes to amend the terms of, and grant certain waivers under the terms of, the indenture that
governs the 2021 Notes, upon the terms and subject to the conditions set forth in the exchange offer
memorandum, dated November 18, 2020 (the “Exchange Offer Memorandum™). The Exchange Offer
will expire at 4:00 p.m., London time, on November 25, 2020, unless extended or earlier terminated in
our sole discretion.

Our Competitive Strengths

We believe the following competitive strengths contribute to our success and differentiate us from
our competitors:

. Leading market position with proven track record and unique market focus
. Robust credit risk management capability enhanced by cutting-edge technology

. Deep collaboration with business partners delivering valuable data and efficient access to
borrowers

. Long-term partnerships with licensed financial institutions providing access to sustainable
and scalable funding

. Experienced management team with structured talent acquisition
Our Strategies
To achieve our mission, we plan to pursue the following business strategies:

. Continue to carry out our technology-driven strategy to improve our risk management
capabilities

. Strengthen compliance under changing regulatory environment

. Take further action on costs in response to the weaker revenue environment, continue
on-going cost saving initiatives and reduce operating expenses




. Foster relationships with financial institutions to export our advantages in technologies
. Enhance our cooperation structure with funding partners to optimize our cash flow
Corporate Information

We are an exempted company registered by way of continuation in the Cayman Islands with
limited liability. In June 2018, we listed our ordinary shares on the Main Board of the SEHK. Our head
office and principal place of business is located at Suite 1918, 19/F, Two Pacific Place, 88 Queensway,
Hong Kong, and our telephone number is +852 2918 5500. Our website address is www.vcredit.com.
Information contained on our website does not form part of this offering memorandum.

List of Group Entitiesin Our Corporate Structure

The following list includes all entities in our corporate structure as of the date of this offering
memorandum.

Place of
incor poration/

English name of entity Chinese name of entity registration
VCREDIT Holdings Limited . ........ HEAS S PHE A BRA A Cayman Islands
VCREDIT Ventures Limited . ........ N/A Cayman Islands
VCREDIT Investment Limited. . ... ... N/A Cayman Islands
Vision Credit Limited.............. HMEfE I A R Hong Kong
Double Kingdom International Limited . 548 B BEAT BR 2> ) Hong Kong
Asia Jumbo Group Limited . ......... N/A BVI
Multi Fortune Asia Corporation. ... ... N/A BVI
Vision Credit Financial Technology A R SRR A PR PRC

Co., Ltd” ....................
Vision Credit Financing Guarantee Co.,  #E{L /&4 FRA A PRC

Ltd. . .
Qingdao Vcredit Information H G SR E A RA A PRC

Technology Management

Co.,Ltd. " ... .. ... ...........
Chengdu Weishi Microfinance BRCERAE AL /N B B ) PRC

Co, Ltd . ....................
Vision Financial Leasing (Suzhou) HEA B (RN A PR 7 PRC

Co., Ltd.” ....................
Shanghai Jing’an Vision Small Loan g RS N CR PR W PRC

Co., Ltd.” ....................
Guangdong Weishi Data Technology JE R AT BB R A IR A PRC

Co, Ltd . ....................
Shanghai Tiantian Asset Management FBRREEEEARAR PRC

Co., Ltd.” ....................
Chengdu Vcredit Jiaozi Digital JRARHES 22 T BRI R A A PRC

Technology Co., Ltd.” ...........

English names of entities incorporated in the PRC provided for information purposes only




Corporate Structure

The following diagram illustrates our corporate structure as of the date of this offering

memorandum.
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SUMMARY DESCRIPTION OF NOTES

The following summary is provided solely for your convenience. This summary is not intended to
be complete. You should read the full text and more specific details contained elsewhere in this offering
memorandum. For a more detailed description of the Notes, see “Description of the Notes.”

Company..................... VCREDIT Holdings Limited.

Notes Offered . ................ US$8,057,000 aggregate principal amount and an additional
US$76,943,000 aggregate principal amount (pursuant to the
Exchange Offer) of 11.0% Senior Notes due 2022 (the

“Notes”).
Offering Price................. 93.702% of the principal amount of the Notes
Original IssueDate . ............ December 3, 2020
Maturity Date. .. .............. December 3, 2022
Interest . ....... ... ... . ...... The Notes will bear interest from December 3, 2020 at the rate

of 11.0% per annum, payable semi-annually in arrears.

Interest Payment Dates. ......... June 3 and December 3 of each year, commencing June 3,
2021
Ranking of the Notes. . .. ........ The Notes are:

. general obligations of the Company;

. senior in right of payment to any existing and future
obligations of the Company expressly subordinated in
right of payment to the Notes;

. at least pari passu in right of payment with the 2021
Notes and all other unsecured, unsubordinated
Indebtedness of the Company (subject to any priority
rights of such unsubordinated Indebtedness pursuant to
applicable law);

. guaranteed by the Subsidiary Guarantors and the JV
Subsidiary Guarantors (if any) on a senior basis, subject
to the limitations described below under “Description of
the Notes — The Subsidiary Guarantees and the JV
Subsidiary Guarantees” and in “Risk Factors — Risks
Relating to the Subsidiary Guarantees and the JV
Subsidiary Guarantees”;

. effectively subordinated to all existing and future
obligations of the Non-Guarantor Restricted Subsidiaries
(defined below); and




Subsidiary Guarantees

Ranking of Subsidiary
Guarantees

. effectively subordinated to all existing and future
secured obligations of the Company to the extent of the
collateral securing such obligations.

The initial Subsidiary Guarantors will consist of all of the
Restricted Subsidiaries (as defined under “Description of the
Notes — Definitions”) other than (i) those Restricted
Subsidiaries organized under the laws of the PRC and (ii) the
Initial Non-Guarantor Restricted Subsidiaries specified in
“Description of the Notes.” The Notes will initially be
guaranteed on the Original Issue Date by Vision Credit
Limited and Asia Jumbo Group Limited (each an “Initial
Guarantor™”).

Each of the Subsidiary Guarantors will, jointly and severally,
guarantee the due and punctual payment of the principal of,
premium, if any, and interest on, and all other amounts
payable under, the Notes.

All of the Initial Guarantors are holding companies that do not
have significant operations. Any future Restricted Subsidiary
(other than subsidiaries organized under the laws of the PRC),
will provide a guarantee of the Notes immediately upon
becoming a Restricted Subsidiary. Notwithstanding the
foregoing sentence, the Company may elect to have any future
Restricted Subsidiary (and its Restricted Subsidiaries)
organized outside the PRC (an “Offshore Restricted
Subsidiary™) not provide a Subsidiary Guarantee at the time
such entity becomes a Restricted Subsidiary (an “Offshore
Non-Guarantor Subsidiary”), provided that, after giving
effect to the Consolidated Assets of such Restricted
Subsidiary, the Consolidated Assets of all Offshore
Non-Guarantor Subsidiaries do not account for more than 10%
of the Total Assets of the Company.

A Subsidiary Guarantee may be released in certain
circumstances. See “Description of the Notes — Release of
the Subsidiary Guarantees.”

The Subsidiary Guarantee of each Subsidiary Guarantor:

. is a general obligation of such Subsidiary Guarantor;

. is effectively subordinated to secured obligations of such
Subsidiary Guarantor, to the extent of the value of the
assets serving as security therefor;




JV Subsidiary Guarantees

Ranking of JV Subsidiary
Guarantees

. is senior in right of payment to all future obligations of
such Subsidiary Guarantor expressly subordinated in
right of payment to such Subsidiary Guarantee;

. ranks at least pari passu in right of payment with all
other unsecured, unsubordinated Indebtedness of such
Subsidiary Guarantor (subject to any priority rights of
such unsubordinated Indebtedness pursuant to applicable
law); and

. is effectively subordinated to all existing and future
obligations of the Company, Non-Guarantor Subsidiaries
and the Unrestricted Subsidiaries.

In the case of a Restricted Subsidiary (i) that is, or is proposed
by the Company or any of its Restricted Subsidiaries to be,
established after the Original Issue Date, (ii) that is
incorporated in any jurisdiction other than the PRC and (iii) in
respect of which the Company or any of its Restricted
Subsidiaries (x) is proposing to sell, whether through the sale
of existing Capital Stock or the issuance of new Capital Stock,
no less than 20% of the Capital Stock of such Restricted
Subsidiary or (y) is proposing to purchase Capital Stock of an
entity and designate such entity as a Restricted Subsidiary, the
Company may, subject to certain conditions and concurrently
with the consummation of such sale or purchase, provide a JV
Subsidiary Guarantee (as defined below) instead of a
Subsidiary Guarantee for (a) such Restricted Subsidiary and
(b) the Restricted Subsidiaries of such Restricted Subsidiary
that are organized in any jurisdiction other than the PRC.

No JV Subsidiary Guarantee exists as of the Original Issue
Date.

See “Risk Factors — Risks Relating to the Subsidiary
Guarantees and the JV Subsidiary Guarantees.”

The JV Subsidiary Guarantee of each JV Subsidiary
Guarantor:

. will be a general obligation of such JV Subsidiary
Guarantor,;

. will, together with all the JV Subsidiary Guarantees
provided by the Subsidiaries and shareholders of such JV
Subsidiary Guarantor, in the aggregate, be enforceable
only up to the JV Entitlement Amount;




Useof Proceeds. . ... ...........

Optional Redemption of the Notes. .

. will be effectively subordinated to the secured
obligations of such JV Subsidiary Guarantor, to the
extent of the value of the assets serving as security
therefor;

. will, together with all the JV Subsidiary Guarantees
provided by the Subsidiaries and shareholders of such JV
Subsidiary Guarantor, in the aggregate, be limited to the
JV Entitlement Amount, and will be senior in right of
payment to all future obligations of such JV Subsidiary
Guarantor expressly subordinated in right of payment to
such JV Subsidiary Guarantee; and

. will, together with all the JV Subsidiary Guarantees
provided by the Subsidiaries and shareholders of such JV
Subsidiary Guarantor, in the aggregate, be limited to the
JV Entitlement Amount, and will rank at least pari passu
with  all other unsecured and unsubordinated
Indebtedness of such JV Subsidiary Guarantor (subject to
any priority rights of such unsecured and unsubordinated
Indebtedness pursuantto applicable law).

We intend to use the net proceeds from this offering primarily
for general working capital purposes.

We may adjust the foregoing plans in response to changing
market conditions and, thus, reallocate the use of the proceeds.
Pending application of the net proceeds of this offering, we
intend to invest such net proceeds in “Temporary Cash
Investments” as defined under “Description of the Notes.”

We may, at our option, redeem the Notes in whole but not in
part, at any time, at a redemption price equal to 100% of the
principal amount of the Notes redeemed plus the Applicable
Premium as of, and accrued and unpaid interest, if any, to the
redemption date. At any time and from time to time, the
Company may at its option redeem up to 35% of the aggregate
principal amount of the Notes with the Net Cash Proceeds of
one or more sales of Common Stock of the Company in an
Equity Offering at a redemption price of 106.062% of the
principal amount of the Notes redeemed, plus accrued and
unpaid interest, if any, to (but not including) the redemption
date; provided that at least 65% of the aggregate principal
amount of the Notes originally issued on the Original Issue
Date remains outstanding after each such redemption and any
such redemption takes place within 60 days after the closing
of the related Equity Offering.




Redemption of the Notes for

Taxation Reasons

Withholding Tax; Additional

Amounts ......

Change of Control

Subject to certain exceptions and as more fully described
herein, the Company may redeem the Notes, as a whole but
not in part, at a redemption price equal to 100% of the
principal amount thereof, together with accrued and unpaid
interest, if any, to the date fixed by the Company for
redemption, if the Company or a Subsidiary Guarantor would
become obligated to pay certain additional amounts as a result
of certain changes in specified tax laws or certain other
circumstances. See “Description of the Notes — Redemption
for Taxation Reasons.”

All payments of principal of, and premium (if any) and
interest on the Notes or under the Subsidiary Guarantees and
JV Subsidiary Guarantees (if any) will be made without
withholding or deduction for, or on account of, any present or
future taxes, duties, assessments or governmental charges of
whatever nature imposed or levied by or within any
jurisdiction in which the Company, a Surviving Person (as
defined under “Description of the Notes — Consolidation,
Merger and Sale of Assets”) or an applicable Subsidiary
Guarantor or JV Subsidiary Guarantor is organized or resident
for tax purposes or any political subdivision or taxing
authority thereof or therein (each, as applicable, a “Relevant
Taxing Jurisdiction”) or any jurisdiction through which
payment is made or any political subdivision or taxing
authority thereof or therein (together with the Relevant Taxing
Jurisdictions, the “Relevant Jurisdictions”), unless such
withholding or deduction is required by law or by regulation
or governmental policy having the force of law. In the event
that any such withholding or deduction is so required, the
Company, a Surviving Person or the applicable Subsidiary
Guarantor or JV Subsidiary Guarantor, as the case may be,
will pay such additional amounts (“Additional Amounts”) as
will result in receipt by the Holder of each Note of such
amounts as would have been received by such Holder had no
such withholding or deduction been required, except in the
circumstances specified in “Description of the Notes —
Additional Amounts.”

Not later than 30 days following a Change of Control
Triggering Event, the Company will make an Offer to
Purchase all outstanding Notes (a “Change of Control
Offer”) at a purchase price equal to 101% of the principal
amount thereof plus accrued and unpaid interest, if any, to the
Offer to Purchase Payment Date (as defined in clause (2) of
the definition of “Offer to Purchase”).
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Covenants . ... ..

Transfer Restrictions. . ..........

Events of Default

The Notes, the Indenture governing the Notes and the
Subsidiary Guarantees will limit the Company’s ability and the
ability of its Restricted Subsidiaries to, among other things:

. incur or guarantee additional indebtedness and issue
disqualified or preferred stock;

. declare dividends on its capital stock or purchase or
redeem capital stock;

. make investments or other specified restricted payments;
. issue or sell capital stock of Restricted Subsidiaries;

. guarantee indebtedness of Restricted Subsidiaries;

. sell assets;

. create liens;

. enter into sale and leaseback transactions;

. enter into agreements that restrict the Restricted
Subsidiaries’ ability to pay dividends, transfer assets or
make intercompany loans;

. enter into transactions with shareholders or affiliates;
and

. effect a consolidation or merger.

These covenants are subject to a number of important
qualifications and exceptions described in “Description of the
Notes — Certain Covenants.”

The Notes, the Subsidiary Guarantees and JV Subsidiary
Guarantees (if any) will not be registered under the Securities
Act or under any state securities laws of the United States and
will be subject to customary restrictions on transfer and resale.
See “Transfer Restrictions.”

Certain events will permit acceleration of the principal of the
Notes (together with all interest and additional amounts
accrued and unpaid thereon). These events include, among
others, defaults with respect to payments of principal of,
premium, if any, or interest on, the Notes. See “Description of
the Notes — Events of Default.”
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Form, Denomination and
Registration . . ...............

Book-Entry Only. . .............

Delivery of the Notes. . ..........

Principal Paying Agent . .........

Registrar and Transfer Agent ... ..

SecuritiesCodes .. .............

GoverningLaw . ...............

Risk Factors

The Notes will be issued only in fully registered form, without
coupons, in minimum denominations of US$200,000 of
principal amount and integral multiples of US$1,000 in excess
thereof and will be initially represented by the Initial Global
Note deposited with a common depositary and registered in
the name of the common depositary or its nominee. Beneficial
interests in the Initial Global Note will be shown on, and
transfer thereof will be effected only through, the records
maintained by Euroclear and Clearstream.

The Notes will be issued in book-entry form through the
facilities of Euroclear and Clearstream for the accounts of its
participants. For a description of certain factors relating to
clearance and settlement, see “Description of the Notes —
Book-Entry; Delivery and Form.”

The Company expects to make delivery of the Notes, against
payment in same-day funds on or about December 3, 2020,
which the Company expects will be the fourth business day
following the date of this offering memorandum referred to as
“T+4.” You should note that initial trading of the Notes may
be affected by the T+4 settlement. See “Plan of Distribution.”

Citicorp International Limited
Citibank, N.A., London Branch
Citibank, N.A., London Branch

The Company will seek a listing of the Notes by way of debt
issue to Professional Investors only on the SEHK. A
confirmation of the eligibility of the listing of the Notes has
been received from the SEHK.

ISIN Common Code LEl Number

X§2263287935 226328793 549300UM6P7THTFMNQY83

Only Notes evidenced by the Initial Global Note have been
accepted for clearance through Euroclear and Clearstream.

The Notes and the Indenture will be governed by and will be
construed in accordance with the laws of the State of New
York.

For a discussion of certain factors that should be considered in
evaluating an investment in the Notes, see “Risk Factors.”

- 12 —




SUMMARY CONSOLIDATED FINANCIAL INFORMATION

The following summary consolidated statements of comprehensive income for the years ended
2017, 2018 and 2019 and summary consolidated statements of financial position data as of December
31, 2017, 2018 and 2019 (except for the non-IFRS measures) have been derived from our audited
consolidated financial statements and related notes included elsewhere in this offering memorandum.
The following summary consolidated statements of comprehensive income for the six months ended
June 30, 2019 and 2020 and summary consolidated statements of financial position data as of June 30,
2020 and September 30, 2020 (except for the non-IFRS measures) have been derived from our
unaudited condensed consolidated interim financial information and related notes included elsewhere in
this offering memorandum. The unaudited consolidated financial information for the three months
ended September 30, 2019 and 2020 presented in this offering memorandum has been derived from the
unaudited condensed consolidated interim financial information for the nine months ended September
30, 2020 included elsewhere in this offering memorandum. Results from the six months ended June 30,
2020 and the three months ended September 30, 2020 are not indicative of results for the full year. You
should read the summary consolidated financial data in conjunction with the audited consolidated
financial statements and related notes and the unaudited condensed consolidated interim financial
information and related notes, “Selected Consolidated Financial Information” and “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” included elsewhere in this
offering memorandum. We have prepared our consolidated financial information in accordance with
IFRS, which differs in certain material respects from U.S. GAAP.

We have adopted IFRS 9 “Financial Instruments” (“IFRS 9”), which took effect on January 1,
2018. The impact of the initial application of this new accounting standard is disclosed in note 2.2 to
our audited consolidated financial statements as of and for the year ended 2018. The classification and
measurement and impairment requirements of IFRS 9 are applied retrospectively by adjusting the
opening statement of financial position at the date of initial application, with no requirement to restate
comparative periods. Also, certain figures in the consolidated financial information as of and for the
year ended December 31, 2018 have been reclassified, or restated, to conform to the presentation for
the year ended December 31, 2019. Please refer to the annual report as of and for the year ended
December 31, 2019 (the “2019 annual report”) for the figures as of and for the year ended December
31, 2018 and note 40 of the 2019 annual report. Therefore, our consolidated financial information as of
and for the year ended 2017 may not be directly comparable to our consolidated financial information
after January 1, 2018.

We have adopted IFRS 16 “Leases” (“IFRS 16”), which took effect on January 1, 2019. The
impact of the initial application of this new accounting standard is disclosed in note 2.2 to our Group’s
audited consolidated financial statements as of and for the year ended December 31, 2019. The
recognition and measurement requirements of IFRS 16 are applied retrospectively by adjusting the
opening statement of financial position at the date of initial application, with no requirement to restate
comparative periods. Therefore, our consolidated financial information as of and for the years ended
2017 and 2018 may not be directly comparable to our consolidated financial information after January
1, 2019.

Investors must therefore exercise caution when making comparisons of our consolidated financial
figures and when evaluating our financial condition and results of operations. If applicable, potential
investors should consult their own independent financial advisers for professional advice.
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Consolidated Statements of Comprehensive Income

For the Year Ended December 31, For the Six Months Ended June 30, For the Three Months ended September 30,
007 218® 2019 2019 220 2009 2020
% (of total % (of total % (of total % (of total % (of total % (of total % (of total
RMB'O00  incomg)  RMB'O00 incomg)  RMB'000 income)  RMB'000 income)  RMB'000  income)  RMB'000 income)  RMB'000 income)
(unaucited) (unaudited) (unaucited) (unaudited)
Interest type income. . . . . . . NIA NIA 2,930,339 1070 2,642,081 684 1152633 620 1310586 1089 665493 646 406,007 559
Interest income . . . . . . . . 3,254,516 1202 NIA NIA NIA NIA NIA NIA NIA NIA NIA NIA NIA NIA
Less: interest expenses . . . . (918,226) (339)  (974,770) (35.6) (862,174) (223)  (3%5,939) (20.3)  (446,484) @1y () (203 (152,099) (209)
Net interest type income . . . . . NIA NIA 1,955,569 15 1m90 461 756,694 407 864102 8 45716 433 253908 350
Net interest income . . . . . . . 2,336,290 86.3 NIA NIA NIA NA NIA NIA NIA NA NIA NIA NIA NA
Loan facilitation service fees. . . . 83916 31 269832 98 14731 33 572865 08 21N 198 540,694 525 24933 33
Other income.. . . . . . . . . 286,176 106 511,182 187 837,078 216 530,660 285 101,551 84 43292 42 23358 307
Totalincome . . . . . ... 2,706,382 1000 2,736,583 1000 3864357 1000 1,860,219 1000 1,203,826 1000 1,029,702 1000 726,602 1000
Origination and servicing expenses . . (607,614) (225)  (865,561) (31.6)  (709,509) (184)  (301,884) (162)  (370,340) (308)  (231,909) (225)  (232,991) (329
Sales and marketing expenses. . . . (68,963) 25 (@61 (L0 (229 08  (14699) 08 (878 on (1600 07 (@52 (06)
General and administrative expenses . (181,747) (67)  (502,369) (184)  (305,424) (131)  (281,016) (15.1)  (153,200) (127)  (122984) (109)  (64651) (89)
Research and development expenses . (74,379) @7 (14,0%) @7 (9239 24 (3892 21 (3690 (31)  (24,600) 24 (16089) (22
Impairment losses/Credit impairment
losses . ... ... ... (1417.439) (524)  (4349) (20)  (309.107) (80) (124161) (67)  (165,008) (137)  (129081) (125 (3381) (14)
Fair value change of loans to
customers . . ... L. L NIA NIA (1,130,058) (413) (2,058,482) (53.3) (1,040,106) (55.9) (1800107)  (1495)  (416,864) (405)  (251,607) (34.6)
Other (losses)/gains, net . . . . . (8640) (04 17583 06 (2850) 01 (2068) 01 (855 07 (16308) (L6) 24762 34
Operating profitf(losy). . . . . . 347400 128 10163 36 154369 39 57383 31 (1339063 (1112 80387 9 12163 176
Share of net (loss)/profit of associates
accounted for using the equity
method . . . ... (6,368) 02 (290) 01 992 03 992 01 (11,239 09 45 00 104 00
Fair value loss of Preferred Shares . . (1,265,496) (475) (1,047,156) (383) - - - - - - - - - -
(Loss)/Profit beforeincome tax. . . (344,464) (349 (%48420) (348) 164331 42 58355 32 (130299  (121) 80832 19w 176
Income tax (expense)lcredit . . . . (38,669) 22 (1853) 29 (99541) (26  (2181) (28) 269,070 24 (3482 (34)  (37.29) (5)
(Loss)lProfit for the year/period® . (1,003139) (371) (1,0269593) 317 6479 16 6,174 04 (1,081,228) (60.7) 46010 45 90439 125

Non-IFRS Measure
Adjusted net profit/(loss)

(wnaudited)® . . L 202,489 108 295813 108 368,208 95 192780 104 (1,042,048) (86.6) 104584 202 109,651 151
Notes:
(1) IFRS 9 has been effective since January 1, 2018. Assuming other factors remain unchanged, we are required under IFRS 9

@

®)

to recognize loss earlier, and thus could recognize higher amount of loss in a given reporting period in light of the
anticipated increase in loan volume. For more details, see the section headed “Risk Factors — Risks Relating to Our
Business and Industry — Changes in accounting standards may make it difficult to compare our results of operations.”

We define adjusted net profit/(loss) as profit/(loss) for the year/period excluding our fair value loss of Preferred Shares and
our share-based compensation expenses. Adjusted net profit/(loss) is not a measure required by, or presented in accordance
with, IFRS. The use of adjusted net profit/(loss) has limitations as an analytical tool, and you should not consider it in
isolation from, or as a substitute for analysis of, our results of operations or financial condition as reported under IFRS.
For further details, see below “— Non-IFRS Measures” and the section headed “Management’s Discussion and Analysis of
Financial Condition and Results of Operations — Non-IFRS Measures.”

Certain figures in the consolidated statement of comprehensive income for the year ended December 31, 2018 have been
reclassified, or restated, to conform to the presentation for the year ended December 31, 2019. Please refer to the 2019
annual report for the figures for the year ended December 31, 2018.
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Non-IFRS M easures

The following table reconciles our adjusted operating (loss)/profit for the periods presented to the
most directly comparable financial measure calculated and presented in accordance with IFRS, which is
operating profit/(loss):

For the Six Months For the Three Months
For the Year Ended December 31, Ended June 30, Ended September 30,
2017 2018 2019 2019 2020 2019 2020
RMB'000
(unaudited)  (unaudited)  (unaudited)  (unaudited)
Operating profit/(loss) . . .. . ......... 347400 101,635 154,369 57,363 (1,339,063) 80,387 127,633
Add:
Share-based compensation expenses . . . . .. 10,126 275,610 303418 186,606 39,180 58,574 19,212
Listing expenses. . . . .. ........ ... 6,869 49,870 — — — — —
Non-IFRS Measure
Adjusted operating profit/(loss)
(unaudited)®. ... 364,395 427,115 457,787 243969 (1,299,883) 138,961 146,845

Note:

(1)  We define adjusted operating profit/(loss) as operating profit/(loss) excluding our share-based compensation
expenses and listing expenses. Adjusted operating profit/(loss) is not a measure required by, or presented in
accordance with, IFRS. The use of adjusted operating profit/(loss) has limitations as an analytical tool, and you
should not consider it in isolation from, or as a substitute for analysis of, our results of operations or financial
condition as reported under IFRS. For further details, see the section headed “Management’s Discussion and
Analysis of Financial Condition and Results of Operations — Non-IFRS Measures.”

The following table reconciles our adjusted net (loss)/profit for the periods presented to the most
directly comparable financial measure calculated and presented in accordance with IFRS, which is
(loss)/profit for the years/periods:

For the Six Months Ended For the Three Months

For the Year Ended December 31, June 30, Ended September 30,
2017 2018 2019 2019 2020 2019 2020
RMB'000
(unaudited)  (unaudited)  (unaudited)  (unaudited)
(Loss)/Profit for the years/periods. . . . . . .. (1,003,133) (1,026,953) 64,790 6,174 (1,081,228) 46,010 90,439
Add:
Fair value loss of Preferred Shares . . . . . .. 1,285,496 1,047,156 — — — — —
Share-based compensation expenses . . . . . . 10,126 275,610 303,418 186,606 39,180 58,574 19,212
Non-IFRS Measure
Adjusted net profit/(loss) .. ...... ... 292489 295813 368,208 192,780 (1,042,048) 104584 109,651
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,Consolidated Statements of Financial Position

Assets
Cash and cash equivalents. . . . . ..
Restricted cash. . .. ...........
Loans to customers at amortized
COSt . .
Loans to customers at fair value
through profit or loss ........
Contract assets. . . ............
Guarantee receivables. . ... ... ..
Financial assets at fair value
through profit or loss
Investments accounted for using
the equity method . . ... ... ...
Deferred income tax assets . ... ..
Intangible assets. . . ...........
Property and equipment . .......
Right-of-use assets . . .. ........
Otherassets. . ...............

Total assets. . ...............

Liabilities
Borrowings . ................
Seniornotes. . ...............

Tax payable .. ................
Deferred income tax liabilities . . .
Preferred Shares
Other liabilities . ... ..........

Total liabilities . .............

(Deficit)/Equity

Share capital . ...............
Share premium. . .............
Treasury shares
Reserves

Non-IFRS Measure
Adjusted total equity
(unaudited)® . .. ...

Notes:

As of
As of June September
As of December 31, 30, 30,
2017 2018® 2019 2020 2020
RMB’ 000
(unaudited) (unaudited)

568,196 1,050,111 2,169,522 1,813,986 1,352,627
143,570 127,902 264,584 248,248 238,313
11,479,696 — — — —
N/A 8,863,246 9,457,673 5,338,308 4,168,741
98,845 154,143 523,022 221,727 296,242
130,073 206,146 621,248 616,392 702,020
110,545 — 280 20,282 20,284
30,784 27,684 37,430 20,462 20,566
279,860 413,117 468,256 740,352 783,424
13,488 16,814 22,175 24,625 30,990
74,355 59,066 51,196 41,433 37,045
N/A N/A 25,824 58,818 52,183
507,596 759,446 648,147 473,795 524,185
13,437,008 11,677,675 14,289,357 9,618,428 8,226,620
11,063,133 8,170,224 9,236,329 5,525,792 4,167,961
— — 678,829 695,475 691,269
N/A N/A 25,197 59,504 53,074
169,553 204,496 723,617 688,393 678,917
108,338 85,400 124,960 255,550 96,676
122,314 77,734 86,101 20,593 69,218
3,042,173 — — — —
440,107 355,094 314,046 313,185 320,220
14,945,618 8,892,948 11,189,079 7,558,492 6,077,335
394,462 40,938 40,913 40,857 40,594
— 5,581,926 5,581,016 5,578,217 5,566,587
— — (51,774) (38,999) (43,742)
60,951 380,455 682,913 713,879 729,425
(1,964,023) (3,218,592) (3,155,790) (4,237,030) (4,146,597)
— — , 3,012 3,018
(1,508,610) 2,784,727 3,100,278 2,059,936 2,149,285
13,437,008 11,677,675 14,289,357 9,618,428 8,226,620
1,533,563 2,784,727 3,100,278 2,059,936 2,149,285

(1)  We define adjusted total equity by excluding Preferred Shares as if the Preferred Shares had been converted into ordinary
shares at each reporting date. Adjusted total equity is not a measure required by, or presented in accordance with, IFRS.
The use of adjusted total equity has limitations as an analytical tool, and you should not consider it in isolation from, or as
a substitute for analysis of, our results of operations or financial condition as reported under IFRS. For further details, see
the section headed “— Non-IFRS Measures.”

(2)  Certain figures in the consolidated statements of financial position as of December 31, 2018 have been reclassified, or
restated, to conform to the presentation as of December 31, 2019. Please refer to the 2019 annual report for the figures as

of December 31, 2018.
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Operating Performance

The following table sets forth a breakdown of the number of our loan transactions and loan
origination volume by product line for the periods indicated.

For the Year Ended December 3L, For the Six Months Ended June 30, For the Three Months Ended September 30,
Number of transactions a7 18 209 209 20 2019 2020
RMB'000 % RMB'000 % RMB'000 % RMB'000 % RMB 000 % RMB 000 % RMB'000 %
Credit card balance transfer
products . .. ... L 1,398.5 e 9T 45 10288 258 592 2l 162 136 2679 341075 160
Consumption credit products . .~ 1,930.4 513 LA75 55 28044 B2 1% 679 10 864 8185 166 5644 8.0
Online-to-offline credit products. 382 1 n2 10 - - - - - - - - - -
Tod ... 36711000 22324 1000 3832 1000 1847 2000 L1189 1000 Ll64  1000 6719 1000
For the Year Ended December 31, For the Six Months Ended June 30, For the Three Months Ended September 30,
Loan origination volume 007 2018 2019 2019 2020 2009 2020
RMB (in RMB (in RMB (in RMB (in RMB (in RMB (in RMB (in
millions) % illions) % millions) % millions) % millions) % millions) % milliong) %
Credit card balance transfer
products . .. ... 140687 577 134979 650 130683 37 66637 463 2702 208 35967 %2 LEB0 187
Consumption credit products . . 7,859.7 320 46520 24 26781 613 77392 8.7 105432 192 66184 648 70516 81.3
Online-to-offling credit products. 25158 103 26063 126 - - - - - - - - - -
Toid ... U542 1000 207562 1000 337464 1000 144029 1000 133134 1000 1202151 1000 86766 1000

The following table sets forth a breakdown of the loan origination volume by funding structure for

the periods indicated.

For the Year Ended December 3L, For the Six Months Ended June 30, For the Three Months Ended September 30,
Loan origination volume 007 2018 2009 2009 2020 2009 2020
RVB (in RVB (in RVB (in RVB (n RVB (in RVB (in RB (n
millions) % millions) % millions) % millions) % millions) % millions) % millions) %
Direct lending . . . . . . . 12562 5L 12193 62 291 09 254 15 69.7 05 34 03 3.0 04
Trust lending. . . . . . .. 194746 194 124469 600 153333 B 50%.9 B 50494 39 46159 52 26378 04
Credit-enhanced loan
facilitation. . . . .. .. 2901 119 50546 U3 16545 482 77515 59 80l 605 52556 514 60028 69.2
Pure loan facilitation. . . . . 8913 36 19754 95 18635 55 1311 95 1392 32 31 - -
Tod ... ... 4542 1000 20762 1000 337464 1000 144029 1000 133134 1000 1202651 1000 86766 1000
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RISK FACTORS

An investment in the Notes involves significant risks. You should carefully consider the risks
described below and the other information in this offering memorandum before you decide to invest in
the Notes. If any of the possible events described below actually occurs, our business, prospects,
financial condition or results of operations could be materially and adversely affected. In such case, we
may not be able to satisfy our obligations under the Notes, the trading price of the Notes could decline
and you may lose all or part of your investment.

We believe that there are certain risks and uncertainties involved in our operations, many of which
are beyond our control. We have categorized these risks and uncertainties into: (i) risks relating to our
business and industry; (ii) risks relating to business operations in the PRC; (iii) risks relating to the
Notes; and (iv) risks relating to the Subsidiary Guarantees and the JV Subsidiary Guarantees.

Risks Relating to Our Business and Industry

We primarily operate in China’'s emerging online consumer finance market, which has been evolving
rapidly and, as a result, it is difficult to evaluate our future prospects.

We primarily operate in China’s online consumer finance market, which is new and highly
dynamic. The growth prospects of this industry are subject to uncertainties and it may not grow as
quickly as we anticipate, or at all. There are few established participants in this industry, and the
business models of the market players continue evolving. Prospective borrowers and funding partners
may have difficulty in distinguishing our products and services from those of our competitors. As the
market, the regulatory environment and our business develop, we may continue to adjust our business
model or change our product and service offerings. If we fail to keep up with the evolution of China’s
online consumer finance market, our results of operations and prospects may be adversely affected.

In addition, adjustments to our business that we may be required to make in response to the
market or regulatory changes may adversely affect our prospects and results of operations. Recently,
China has tightened its regulation of the consumer finance market. For a discussion of the risks relating
to China’s tightened regulation, see “— China’s consumer finance market has recently experienced
tighter regulation and may continue to be subject to heightened regulatory scrutiny. We may be required
to make significant changes to our operations from time to time in order to comply with the changes in
laws, regulations and policies.” We have worked through such regulatory changes and regained business
and asset quality stability. You should consider our business and prospects in light of the risks and
challenges we encounter or may encounter in this new and rapidly evolving industry. These risks and
challenges include our ability to, among other things:

. respond to changes in the regulatory environment in China;

. maintain or enhance the competitive edge of our “credit-plus-alternative” data approach;

. expand our borrower base, expand and diversify our funding sources, or increase our loan
origination volume;

. offer attractively priced credit products to our borrowers while ensuring growth and
profitability of our business;
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. innovate and broaden our product and service offerings;
. maintain and enhance our mutually beneficial collaboration with our business partners;
. improve operational efficiency;

. successfully compete with other companies, some of which have substantially greater
resources, market power and presence than us;

. maintain the security of our system and the confidentiality of the information received by,
and utilized across, our system;

. attract, retain and motivate talented employees;

. defend ourselves in litigation, such as regulatory, intellectual property rights infringement,
privacy or other claims; and

. navigate economic condition and fluctuation.

China’s consumer finance market has recently experienced tightened regulation and may continue to
be subject to heightened regulatory scrutiny. We may be required to make significant changes to our
operations from time to time in order to comply with the changes in laws, regulations and policies.

Due to the rapid rise of China’s consumer finance market, the PRC government continues to
promulgate new rules and regulations for this market and the regulatory framework relating to the
provision of consumer finance services is also evolving and uncertain. We primarily operate in the
online consumer finance market and our business may be subject to a variety of laws and regulations in
China that affect financial services, including consumer finance, small loan lending, online lending,
financing guarantee and loan facilitation, and the application and interpretation of these laws and
regulations are uncertain and vary between different local government authorities.

The PRC government did not introduce specific regulations for the online consumer finance
market until 2015. In July 2015, China’s central bank, the PBOC, and nine other PRC regulatory
authorities jointly issued the Guidelines on Promoting the Healthy Development of Internet Finance
(R 18 4 T 4 4 il fk Rl 5 R 9 #5282 /L)), or the Internet Finance Guidelines. The Internet
Finance Guidelines formally introduced the regulatory framework and core principles for administering
online lending services in China. Based on the core principles of the Internet Finance Guidelines, in
August 2016, the CBRC, and three other PRC regulatory authorities jointly issued the Interim Measures
on Administration of Business Activities of Online Lending Information Intermediaries (#4#4% 18 &15 2
A A SE RS IS B B AT L)), or the P2P Interim Measures, for regulating the business activities
carried out by peer-to-peer online lending service platforms, or P2P platforms. According to the P2P
Interim Measures and relevant interpretations by the CBRC, “online lending” as specified in the P2P
Interim Measures refers to direct lending between peers, which is widely known as P2P online lending,
and is a form of private lending transaction. Loans funded by financial institutions that are licensed by
financial regulatory authorities are not private lending transactions, according to the Private Lending
Judicial Interpretation issued by the PRC Supreme People’s Court in August 2015 and amended in
August 2020. As advised by our PRC Legal Advisor, since we facilitate transactions that are directly
funded by us or through our licensed funding partners acting as lenders, our business should fall into
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the category of “banking financial institutions conducting the lending business in cooperation with a
third party,” where we are the “third party,” instead of a P2P platform, as defined under Circular 141.
Therefore, we do not consider ourselves a P2P platform. However, we cannot assure you that the
CBIRC or other PRC governmental authorities would not apply the P2P Interim Measures to us or
consider us a P2P platform in enforcement actions.

According to two circulars promulgated in April 2016, namely the Circular of the General Office
of the PRC State Council on Issuing the Implementing Proposals for the Special Rectification of
Internet Financial Risks (B0 B 52 BE B A B 8% B 5 44 4 il el by S0 296 T/F B0 7 £ /078 0)) and
Circular on Issuing the Implementing Proposals for the Special Rectification of P2P Online Financial
Risks (RN ED g% (P2P 4 Ak 1 B EUbs S IE 38 TAE Bl 5 58) M%), two special task forces at the
central-government level, namely the Office of Online Finance Risk Special Rectification Leading
Working Group, or the Online Finance Working Group, and the Office of P2P Online Lending Risk
Special Rectification Leading Working Group, or the P2P Online Lending Working Group, were
established to align the PBOC, the CBRC, and other relevant PRC government authorities regulating
the business operations of online finance companies and P2P platforms. On December 1, 2017, the
Online Finance Working Group and the P2P Online Lending Working Group jointly issued Circular 141.
Circular 141 sets out the principles and new requirements for the conduct of “cash loan” businesses by
small loan companies, P2P platforms and banking financial institutions. Circular 141 does not clearly
define “cash loans,” but it indicates that cash loans that are subject to regulation and rectification have
certain features, such as lack of (i) specific user cases (which, as we understand the term, refers to
scenarios in which a user interacts with a product or service for a specific motivation), (ii) specified
uses of loan proceeds, (iii) selected customer base, or (iv) collateral. Circular 141 requires that, among
other things, each funding provider of cash loans must have an appropriate license to conduct lending
business. In addition, all participants in the cash loan business must fairly price the loans and ensure
that the total borrowing costs does not exceed the upper limit of the private lending interest rate
provided by the PRC Supreme People’s Court. In addition, Circular 141 further stipulates that a
financial institution that offers cash loans through loan facilitation is prohibited from (i) accepting
credit enhancement or other similar services from third parties that lack requisite licenses to provide
guarantees; (ii) outsourcing credit assessment, risk control and other key functions to a loan facilitation
operator; or (iii) allowing the loan facilitation operator to charge any fees from the borrower.

For a summary of our compliance status with respect to Circular 141, see “Business — Legal
Proceedings and Compliance — Compliance with Circular 141.” While we believe we currently are in
compliance with existing PRC regulations, including Circular 141, in all material aspects, we cannot
assure you that the PRC government authorities would agree with our interpretation of the relevant
regulations or that they will not promulgate new rules that would require further adjustments to our
business. For instance, Circular 141 does not specifically set out the calculation method of the “total
borrowing costs,” which must not exceed the upper limit of the private lending interest rate provided by
the PRC Supreme People’s Court. We calculate APR using our own method, which is based on the
aggregate of interest and other related borrowing charges on a loan borne by a borrower, on a cash flow
basis using adjustments to annualize amounts. We cannot assure you that PRC government authorities,
including the judicial department, will agree with our interpretation and calculate the total borrowing
cost according to the method we use.
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On October 9, 2019, the CBIRC, the NDRC, the MIIT, the Ministry of Commerce, the State
Administration for Market Regulation and other relevant authorities jointly promulgated the Notice on
the Promulgation of Supplementary Provisions on the Supervision and Administration of Financing
Guarantee Companies (i B[ E8 @il & & R 28 7] BB Bl 7 M2 938 N )), or the Supplementary
Provisions on Financing Guarantee Companies, which stipulate that institutions that provide customer
referrals, credit assessment and other services to various lending institutions shall not provide or
provide financing guarantee services in disguise without approval.

Our small loan companies are also subject to the wvarious laws, regulations, policies,
announcements, notices and rules. On September 16, 2020, the CBIRC issued the Notice on
Strengthening the Supervision and Management of Microloan Companies (B I5E /NG B30 7] B
BHAE R AN)), or Circular 86, to regulate the operations of small loan companies. Circular 86
stipulates that the financing balance of a microloan company’s funding by bank loans, shareholder loans
and other non-standard financing instruments shall not exceed such company’s net assets, and the
financing balance of the small loan company funding by issuance of bonds, asset securitization products
and other instruments of standardized debt assets shall not exceed four times of its net assets. On
November 2, 2020, the CBIRC and PBOC published the draft Interim Administrative Measures for
Online Small Loan Business (Draft for Comment) for public comment (#4845 /N B Zk E B B 17 90
Z(HeRE RA))), or Draft Interim Administrative Measures, which sets forth certain requirements for
conducting online small loan business, including without limitation, (i) the registered capital of a small
loan company operating online small loan business shall be not less than RMB1 billion, and shall be
one-time paid-up registered capital; the registered capital of a small loan company operating online
small loan business cross provincial regions shall be not less than RMB5 billion, and shall be one-time
paid-up registered capital, and (ii) a small loan company operating online small loan business across
provincial regions shall obtain the approval from the relevant banking regulatory agency of the State
Council. Since the Draft Interim Administrative Measures was newly publicized and is still soliciting
public comments, it is not certain whether and when the Draft Interim Administrative Measures will be
officially promulgated, and when promulgated, whether it will be in the same form and content as the
Draft Interim Administrative Measures. Any failure to comply with these Measures, if and when
effective, may subject us to penalties or other administrative actions by regulatory authorities.
Furthermore, our small loan companies have from time to time been subject, and will again in the
future be subject, to inspection, inquiries and supervisions from relevant governmental authorities, and
are or may be required to take compliance measures to rectify certain aspects of our small loan business
operations. We cannot assure you that our compliance measures in response to the inquiries or notices
from relevant governmental authorities will fully meet the requirements of such governmental
authorities, and any non-compliance may subject us to liabilities or administrative penalties.

It is uncertain how the above laws, regulations, measures, policies and notices will be interpreted
and implemented, and Circular 63. has not yet set out a clear schedule of when the P2P filing will be
available. These regulations may be interpreted or enforced in ways that are different from our
understanding and expectations. Any non-compliance with the applicable laws, rules, regulations,
policies announcements, notices and rules, including as a result of ambiguities in their interpretation
and application, may subject us to sanctions by regulatory authorities, penalties, or restrictions on our
business activities or even revocation of our licenses. Moreover, the PRC government may seek to
enhance the regulatory scrutiny of our industry and promulgate new laws and regulations along with the
growing popularity of consumer finance. To the extent that any new laws and regulations or any
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interpretations of existing laws and regulations restrict our ability to continue and expand our current
operations, cause any aspects of our current operations to become non-compliant, or impose material
compliance costs on us, our business and results of operations may be materially and adversely
affected.

If our credit risk management system becomes ineffective in controlling our credit risk exposure, or
if we fail to continuously enhance our credit risk management system or its underlying technology at
a competitive pace, the level of our delinquency ratios may deteriorate and our market position,
reputation, and results of operations may be materially and adversely affected.

Our business operations depend on our comprehensive credit risk management system, which in
turn relies on our credit assessment and approval procedures, which largely consists of four steps: (i)
preliminary screening of loan applicants to verify their identities, (ii) due diligence of loan applicants
for fraud detection and prevention, (iii) review of due diligence findings and other information about
the borrowers and quantification of credit risk exposure through the applicable scorecards, and (iv)
reaching credit decisions primarily based on the scorecard output. These and other risk management
procedures are executed primarily by our proprietary core risk management system, Hummingbird. For
example, Hummingbird conducts credit risk assessment by aggregating and processing credit data and
alternative data, deducing effective variables for modeling, performing feature engineering, and
rendering credit decisions based on multi-dimensional scorecards. The credit risk management system
and its underlying technology are developed through joint efforts of our experienced credit risk
management team and our data analytics specialists. For a discussion of our credit risk management
system, see “Risk Management — Credit Risk Management.” For a discussion of our Hummingbird
system, see “Business — Proprietary Technology — Hummingbird.” We cannot assure you that our
credit risk management system will continue to be effective without interruption. If our credit risk
management system becomes ineffective in controlling our credit risk exposure, or if we fail to
continuously enhance our credit risk management system or its underlying technology at a competitive
pace, our risk-based pricing capabilities could be negatively affected, which may result in incorrect
approvals or denials of loans or mis-pricing of our credit products. If we are unable to assess the credit
profile of a borrower or price credit products appropriately, we may fail to maintain satisfactory
delinquency ratios. If we are unable to maintain low delinquency ratios for loans originated by us, our
business and results of operation may be materially and adversely affected. Moreover, if our risk-based
pricing capabilities are impaired, we may not be able to offer attractively priced credit products to our
borrowers. As a result, our loan origination volume may be reduced and our business and operating
results may be materially and adversely affected.

In addition, to maintain our competitiveness in the market, we devote significant resources to
improving our credit risk management system in response to the expanding user data, changing user
demands and evolving market. If we fail to continuously improve the effectiveness of our credit risk
management system at a competitive pace, or if we fail to keep up with the rapid development of
technology and its application in the online consumer finance market, we may lose our competitive
advantage and market share, and our reputation, results of operations and financial condition may be
materially and adversely affected.
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Our risk management and internal control systems may not fully and effectively protect us against
various risks inherent in our business.

We have established risk management and internal control systems consisting of organizational
framework, policies, procedures and risk management methods that we consider appropriate for our
business operations. For a discussion of our risk management and internal control systems, see “Risk
Management.” While we continue to improve and reinforce our risk management and internal control
systems over time, we cannot assure you that such systems will be able to identify, manage or protect
us against all risks. Our risk management and internal control methods are generally based on analysis
of historical situations and the assumption that risks in the future will share similar characteristics with
those in the past. This assumption may not always be valid given the rapid development of China’s
online consumer finance market and the change of borrowers’ demand. The risks could be greater than
what our empirical information suggests or may not be reflected in such information at all.

Our operations and our industry requires interactions with government officials in our ordinary
course of business. We have recently established policies and procedures in respect of our relations with
government officials, employees of financial institutions and other business partners, policies and
procedures on gifts and cash payments, our insistence on our employees adhering to relevant laws,
regulations and our own code of conduct, and our maintenance of a corporate culture focused on ethical
behavior. We also maintain “whistle-blower” procedures so that employees can anonymously report any
concerns about improper payments. However, these policies and procedures were recently implemented,
and we have only limited experience operating under them. Any claims, proceedings or other actions
involving or implicating any violation of anti-bribery laws and anti-competition in China and elsewhere
and any other applicable laws and regulations, by us, our employees, our business partners or our
related parties may harm our reputation and divert our management’s attention. If any such allegations
are proven against us or our employees, we could be subjected to severe penalties, including fines,
criminal sanctions, loss of licenses or other restrictions on our operations, any of which could have a
material adverse effect on our reputation, financial results, and prospects.

Our risk management and internal controls significantly rely on our information technology
system in the collection, analysis and processing of information and our implementation of various
policies and procedures. While we seek to continuously upgrade our information technology system,
there may be uncertainties, limitations or technical defects in connection with the infrastructure,
software and models. In addition, we cannot assure you that all of our employees will adhere to the
policies and procedures, or that human errors or mistakes will not occur. Moreover, our growth and
expansion as well as the evolvement of the regulatory environment of China’s consumer finance market
may affect our ability to implement stringent risk management and internal control systems. If we fail
to adapt our risk management policies and procedures in a timely manner or our policies and
procedures fail to prevent and detect any such activities or our employees otherwise become involved in
allegations of improper actions, our business, results of operations, financial conditions, and reputation
may be materially and adversely affected.
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Our direct, real-time, and officially authorized read-and-write access to the CCRC consumer credit
database is one of our competitive strengths. If our access to this system is hindered, suspended or
terminated, even briefly or to a limited extent, our business and results of operations may be
materially and adversely affected.

We have direct, real-time, and officially authorized read-and-write access to the consumer credit
database of the CCRC, which maintains China’s national commercial and consumer credit reporting
system. Such full access allows us to read the CCRC credit data and to report the relevant credit data to
the CCRC. We believe that credit data is the foundation of borrower credit assessment and that the
official credit records maintained by the CCRC has been and will continue to be the consumer credit
market infrastructure. The CCRC is responsible for maintaining China’s national consumer credit
database, and access to its database may be interrupted due to their operation requirements, such as
shutdowns during national holidays. If our access to the CCRC consumer credit database is hindered,
suspended or terminated, even to a limited extent or for a short period, the data analytics for our credit
risk quantification may be impaired, causing our risk-based pricing and credit decisioning to become
inaccurate and the delinquency ratios of our credit products to increase, and therefore our reputation,
business and results of operation will suffer. Moreover, data integrity is critical to the effectiveness of
our credit risk management system. If our access to the CCRC consumer credit database discontinues or
is restricted or hindered in any way, we may not be able to find other credit data sources with
equivalent comprehensiveness, accuracy or integrity on commercially reasonable terms, or at all, and
we may not be able to continuously optimize our credit assessment and enhance our risk-based pricing
capabilities. Accordingly, our market position, business and results of operation may be materially and
adversely affected.

We face intense competition, and, if we do not compete effectively, our results of operations could be
harmed.

China’s online consumer finance market is highly competitive and rapidly evolving. We compete
with these market players for borrowers, funds or both. Our competitors may operate with more
efficient business models and cost structures. They may ultimately prove to be more successful or more
adaptable to new regulatory, technological and other developments than us. Some of our current and
potential competitors have significantly more financial, technological, marketing and other resources
than we do and may be able to devote greater resources to the development, promotion, sales and
support of their platforms, products and services. Our competitors may also have longer operating
histories, more extensive and stable borrower base or funding sources, greater brand recognition and
brand loyalty and broader partner relationships than us. Additionally, a current or potential competitor
may acquire, or form strategic alliances with, one or more of our competitors. Our competitors may be
better at developing new products and services, offering more attractive investment returns or lower
fees, responding faster to new technologies and undertaking more extensive and effective marketing
campaigns. In response to competition and in order to grow or maintain our loan origination volume,
we may have to offer lower interest rates and service fees to attract borrowers and institutional funding
providers, respectively. We currently derive a substantial majority of our total income from interest
income and loan facilitation service fees. Any material decrease in our interest income or loan
facilitation service fees would have a material adverse effect on our business, results of operations and
financial condition. If we fail to compete effectively in the industry, the demand for our credit products
could substantially decline and our business and results of operations could be harmed.
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We may not always be able to anticipate and satisfy the changing needs of our target borrowers. If
we fail to retain existing borrowers or attract new borrowers, our loan origination volume may
decrease.

Since the launch of our major mobile applications in 2015, the number of our registered users and
the loan origination volume have grown rapidly. The number of our registered users increased
significantly from 48.4 million as of December 31, 2017 to 59.7 million as of December 31, 2018 and
further to 83.8 million and 93.1 million as of December 31, 2019 and September 30, 2020, respectively,
and the total loan origination volume recorded RMB24.5 billion in 2017, RMB20.8 billion in 2018,
33.7 billion and 22.0 billion as of December 31, 2019 and September 30, 2020, respectively. In order to
further grow our business, we must continue to retain existing borrowers and attract new borrowers.
Our core growth strategies include providing fairly priced credit products tailored to attract new
borrowers and increase the life-value of our existing borrowers. As the credit needs of our target
borrowers and the market conditions keep changing, we cannot assure you that we will be able to
continue to successfully implement these strategies. If we fail to offer attractively priced credit products
to the borrowers, or launch or adapt the products that cater to their evolving credit needs, we may not
be able to maintain or increase the growth rate of our borrower base as well as the repeat borrowing
rate of our products, which will materially and adversely affect our business and results of operations.
In addition, we have dedicated and expect to continue to dedicate significant resources to acquire users,
including improving our brand recognition and introducing new credit products. However, we cannot
assure you that we will be able to acquire users in a cost-effective manner, or at all.

If there are insufficient qualified loan requests, we may not be able to meet the continuous
investment demands of our funding partners, who may then turn to our competitors or seek other forms
of investments. If there are insufficient funding sources, borrowers may be unable to obtain capital
through loans originated by us on a timely basis, or at all, and may turn to other sources for their
borrowing needs, including our competitors. If we are unable to attract qualified borrowers and
sufficient funding sources or if borrowers do not continue to use our products at the current rates, we
may not be able to increase our loan origination volume, which would adversely affect our business and
results of operations.

We incurred net losses in the past and may continue to experience losses in the future.

We had a net loss of RMBL1.0 billion, RMB1.0 billion, RMB1.1 billion and net profit of RMB90.4
million for the years ended 2017, 2018, the six months ended June 30, 2020 and the three months ended
September 30, 2020, respectively. We cannot assure you that we will be able to generate net profits in
the future. For example, we recognized RMB1.1 billion of fair value loss of Preferred Shares due to the
automatic conversion of our Preferred Shares upon the listing of our ordinary shares on the SEHK in
2018. We also recognized significant share-based compensation expenses for 2019. We believe that our
future total income growth will depend on, among other factors, market acceptance of our credit
products, the effectiveness of our risk-based pricing capabilities and risk management system, as well
as our ability to attract and retain borrowers and institutional funding providers and innovate and
improve our products, services and solutions. In addition, our ability to sustain profitability is affected
by various factors, many of which are beyond our control, such as the macroeconomic and regulatory
environment and competition of the consumer finance market.
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We may continue to incur losses in the future due to our continued investments in services,
technologies, research and development and our continued sales and marketing initiatives. Accordingly,
we may experience losses in the future.

The disposal of the online-to-offline business may affect our operating results.

On October 10, 2018, VC Financial Technology and certain members of the Group’s management
who have been responsible for the operations of the online-to-offline business segment entered into the
Sale and Purchase Agreement, pursuant to which, VC Financial Technology agreed to sell, and the
Purchasers agreed to purchase, the entire issued share capital of Vision Financial Servicing and the
online-to-offline business platform of the Group. The disposal was completed on December 31, 2018.
As a result of the disposal, we no longer operate the online-to-offline business platform, and since
October 10, 2018, we no longer derive any income from the provision of online-to-offline credit
products. If our other business segments fail to generate growth in income, our results of operations and
prospects could be adversely affected on an ongoing basis.

In addition to the Sale and Purchase Agreement, we have also entered into non-compete
agreements with the Purchasers to minimize the risk of cannibalization effects between us and the
Purchasers. If these non-compete agreements are ineffective, cannibalization among us and the
Purchasers may result in a loss of income for our credit card balance transfer business or other online
credit businesses that we operate, which in turn could adversely affect our results of operations and
prospects.

Our expected credit losses (“ECL") allowance/impairment allowance and guarantee liabilities may
not be adequate to cover actual credit losses.

We face the risk that borrowers under the loans originated by us fail to repay their principals,
interest and applicable fees in full. We have four funding structures for the loans originated by us,
among which three funding structures are: (i) direct lending, where we directly lend to the borrowers;
(i) trust lending, where trust plans and asset management plans lend the money and we subscribe to
subordinated tranches of the trust plans and the asset management plans and guarantee the loans lent by
the trust plans and asset management plans; and (iii) credit-enhanced loan facilitation, where we
guarantee the loans that we facilitate. Under our credit-enhanced loan facilitation structures we record
guarantee liabilities in relation to the loans guaranteed by us.

As a result of the adoption of IFRS 9, impairment allowances are required to be measured using
the ECL model. With respect to the loans funded through the credit-enhanced loan facilitation structure,
we recorded the estimated net future payments due to the default of loans guaranteed by us as guarantee
liabilities on our consolidated statements of financial position. As of December 31, 2017, 2018, 2019,
June 30, 2020 and September 30, 2020, our guarantee liabilities were RMB169.6 million, RMB204.5
million, RMB723.6 million, RMB688.4 million and RMB678.9 million, respectively. As of September
30, 2020, the outstanding balance of loans originated under our credit-enhanced loan facilitation
structure was RMB9,200.0 million.
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We have established an evaluation process designed to determine the adequacy of our ECL
allowances/impairment allowances and guarantee liabilities. While this evaluation process uses
historical and other objective information, it is also dependent on our subjective assessment based upon
our estimates and judgment. For a discussion of our provisioning policy, see “Business — Asset Quality
and Provisioning Policy.” Actual losses are difficult to forecast, especially if such losses stem from
factors beyond our historical experience. Given that the online consumer finance market is rapidly
evolving, and is subject to various factors beyond our control, such as shifting trends in the market,
regulatory framework, and overall economic conditions, we may not be able to accurately forecast the
delinquency ratios of our current target borrower base due to the lack of sufficient data. Therefore, our
actual delinquency ratios may be higher than we expect. If our credit risk assessment and expectations
differ from actual circumstances or if the quality of the loans originated by us deteriorates, our
impairment allowance and guarantee liabilities may be insufficient to absorb actual credit losses and we
may need to set aside additional provisions, which could have a material adverse effect on our business,
financial condition and results of operations.

We measure loans to customers as fair value and may have uncertainty.

Under our direct lending and trust lending structures, we incur impairment losses in relation to
loans to customers and receivables. Loans funded through the direct lending and trust lending structures
could subject us to significant credit risk. For a discussion of our credit risk exposure, see “Financial
Information — Financial Risk Disclosure — Credit Risk.” With respect to loans to customers, the
estimated losses of loan principal and interest income due to borrowers’ defaults are recorded as
impairment allowance as a net-off item of loans to customers on our consolidated statements of
financial position. As of December 31, 2017, our impairment allowances in relation to loans to
customers were RMB1.8 billion. These loans were classified as fair value through profit or loss from
the date of initial application of IFRS 9. As of December 31, 2018 and 2019, June 30, 2020 and
September 30, 2020, loans to customers as fair value were RMB8.9 billion, RMB9.5 billion, RMB5.3
billion and RMB4.2 billion, respectively.

The credit profiles of our borrowers may deteriorate over time, as the credit cycle progresses.

Our business is subject to the credit cycle associated with the volatility of the general economy.
Any actual or perceived threat of economic crisis or prolonged downturn in the credit markets may
cause tightening credit guidelines, limited liquidity, deterioration in credit performance and increased
foreclosure activities. As a result, the number of quality borrowers seeking credit from us and the
funding partners seeking investment opportunities will decrease, and the delinquency ratios of the loans
originated by us may increase. In the event that the creditworthiness of our borrowers deteriorates or
we cannot track the deterioration of their creditworthiness, the criteria we use for the analysis of
borrower credit profiles may be rendered inaccurate, and our risk management system may be
subsequently rendered ineffective. This in turn may lead to higher delinquency ratios and adverse
impacts on our reputation, business, results of operations and financial position.
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If we are unable to enhance or maintain our existing collaboration relationships with our funding
partners to meet the demands of our borrowers, our market position and results of operations may be
materially and adversely affected.

We continuously endeavor to establish and maintain long-term relationships with diversified
funding partners in order to secure scalable, stable and reliable funding for our credit products.
Historically, a majority of our loan origination volume has been funded through our trust lending
structure. Our funding partners could decide not to continue their collaboration with us due to changes
in economic conditions, regulatory regime or any unexpected shortage of funds. For instance, if the
cooperation arrangements between our funding partners and us are found to be non-compliant with the
relevant laws and regulations, including Circular 141, they may be prevented from funding the loans
facilitated by us. In addition, on April 27, 2018, the PBOC and certain other financial regulators jointly
issued the Guidance on Regulating the Asset Management Business of Financial Institutions (B #i
R R AR E L)), or the Asset Management Rules, which stipulated, among
other things, detailed requirements for fixed-return asset management products, including trust plans
established and managed by trust companies. The Asset Management Rules require that the ratio of
senior tranche units to subordinated tranche units under fixed-return products cannot exceed 3:1, and
allow a transitional period until the end of 2020 which was recently extended to the end of 2021. We
may be required by certain trust companies to inject additional capital to subscribe to a higher
percentage of subordinated tranches of the trust plans, possibly even before the end of the transitional
period, or be required to resort to alternative trust plan structures, which could cause complications to
our collaboration relationships with our funding partners. In addition, to cope with the evolving
regulatory regime, our funding partners may need to adopt changes to the cooperation model with their
business partners, including us, which may adversely affect our business. We cannot assure you that the
business operations of our funding partners currently are or will be in compliance with the relevant
PRC laws and regulations, and in the event that our funding partners do not operate their businesses in
accordance with the relevant PRC laws and regulations, they will be exposed to various regulatory
risks, and as a result, our cooperation model with them would be impacted and our business, financial
condition and prospects would be materially and adversely affected. For example, the CBIRC issued the
Provisional Regulatory Measures for Commercial Banks’ Online Lending Business ({7 24847 5.1 44
B 4T I#5)) on July 12, 2020 to provide for the regulatory requirements on the extension of
credit by commercial banks via online channels in various aspects. In addition, our partner banks are
also subject to changes to capital adequacy and other regulatory requirements that may affect the risk
weightings for various credit assets. Any increase in risk weightings for loans enabled through our
platform will increase our partner banks’ capital requirements, which may reduce the attractiveness of
these loans or reduce or eliminate their interests in cooperating with us. If our funding partners are
required to adopt changes to their cooperation models with us as a result of new laws and regulations,
our business, financial condition, results of operation and prospects could be materially and adversely
affected. Although we believe we maintain good relationships with our funding partners, we cannot
assure you that our funding partners will not cease to fund the loans or significantly reduce their
funding amounts or increase the funding costs to the loans originated by us, or we will be able to find a
replacement timely and at commercially acceptable terms, or at all. In addition, we began offering
credit assessment services based on our Hummingbird system to our funding partners as an integrated
part of the pure loan facilitation structure in August 2017. Under this structure, we do not use our own
capital or provide loan guarantees with respect to the loans funded by the financial institutions.
However, we cannot assure you that our pure loan facilitation structure will be generally accepted by
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our funding partners or otherwise meet our expectation. If we are unable to further expand our funding
sources to meet the increasing demands of borrowers, we may lose our market share and be unable to
grow our total income at a desirable rate.

Changes in accounting standards may make it difficult to compare our results of operations.

We are required to adopt new accounting standards under IFRS from time to time. Certain new
accounting standards may impose significantly different accounting treatments on certain line items on
our consolidated financial statements, which could make it difficult to compare our results of operations
from period to period.

For the year ended 2017, we assessed the impairment of our loans and other financial assets not
designated at fair value through profit or loss under the guidance of IAS 39. For the years ended 2018
and 2019, the six months ended June 30, 2020 and the three months ended September 30, 2020, we
adopted IFRS 9 and assessed the fair value of our loans and impairment of other financial assets not
designated at fair value through profit or loss under the guidance of IFRS 9.

The complete version of IFRS 9 — Financial Instruments was issued by the International
Accounting Standards Board in July 2014, and has been effective since January 1, 2018. IFRS 9
replaces the guidance in 1AS 39 — Financial Instruments: Recognition and Measurement that relates to
the classification and measurement of financial instruments, impairment of financial assets and hedge
accounting. As a result of the application of the classification and measurement requirements of IFRS 9,
loans to customers were reclassified from loans and receivables under IAS 39 to financial assets
measured at fair value through profit or loss under IFRS 9, because the amount paid upon prepayment
does not substantially represent unpaid amounts of principal and interests on the principal amount
outstandingly, according to the early repayment clause in the loan contracts. Assuming other factors
remain unchanged, we are required under IFRS 9 to recognize loss earlier, and thus could recognize
higher amount of loss in a given reporting period in light of the anticipated increase in loan volume.
Since January 1, 2018, the classification and measurement of new loan contracts depend on whether
their terms can pass the “solely payment of principal and interest” test. Therefore, the accounting
treatment of such new loan contracts is subject to ongoing uncertainty, which in turn could affect our
results of operations on an ongoing basis. Our results of operations during the years ended 2017, 2018
and 2019, the six months ended June 30, 2020 and the three months ended September 30, 2020 may not
be indicative of our results of operations for the reporting periods beginning on or after October 1,
2020. For a detailed discussion of differences between IAS 39 and IFRS 9 and the quantitative impact
of the classification and measurement requirements arising from the adoption of IFRS 9 on our results
of operations, see Note 2.2 to the consolidated financial statements for the year ended December 31,
2018 included elsewhere in this offering memorandum.

We require substantial capital to operate our business and to sustain our growth, and we cannot
assure you that we will be able to obtain adequate capital on acceptable terms, or at all.

The operations and expansion of our business require substantial capital due to the nature of our
business and regulatory requirements. With respect to loans funded through the credit-enhanced loan
facilitation structure, the funding partners typically would require us to maintain certain amount of cash
deposit with them to ensure we will fulfill our financing guarantee obligations when the loan payment
is delinquent. Our ability to provide such deposits depends on the availability of sufficient cash
positions. As of December 31, 2017, 2018 and 2019, June 30, 2020 and September 30, 2020, our cash
and cash equivalents amounted to approximately RMB568.2 million, RMB1,050.1 million, RMB2,169.5
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million, RMB1,814.0 million and RMB1,352.6 million, respectively. As of the same dates, we provided
approximately RMB145.5 million, RMB280.9 million, RMB333.5 million, RMB289.1 million and
RMB400.6 million, respectively, as security deposits with our funding partners pursuant to our
cooperation agreements. If we are unable to maintain adequate liquidity to provide security deposits,
our cooperation with our funding partners may be materially and adversely affected and our business
operations may be affected.

Furthermore, our financing guarantee company provides loan guarantees for the loans under the
credit-enhanced loan facilitation structure. The size of loan guarantees that our financing guarantee
company may provide is limited by the amount of its net assets. According to the relevant PRC laws
and regulations, the total net balance of the outstanding financing guarantees provided by a financing
guarantee company must not exceed ten times of its net assets. If we are unable to obtain additional
capital and replenish the net assets of our financing guarantee company, the size of the loan guarantees
we may provide will be limited and the scale of our credit-enhanced loan facilitation structure may not
grow as we expect.

We conduct direct lending primarily through our online small loan companies. These companies
are only permitted to extend loans using their own capital or bank loans up to the aggregate outstanding
principal amount of 50% of their respective net capital pursuant to the applicable PRC laws and
regulations. We also subscribe to subordinated tranches of the trust plans that fund the loans originated
by us under the trust lending structure. We will need to inject additional capital into the online small
loan companies and trust plans to meet the growing funding needs of our credit products if we are
unable to obtain alternative external financing sources. Following the issuance of the Asset
Management Rules, we may be required by trust companies to inject additional capital to subscribe to a
higher percentage of subordinated tranches of the trust plans, possibly even before the end of the
transitional period, to comply with the new regulatory requirements.

During the years ended 2018 and 2019, the six months ended June 30, 2020 and the three months
ended September 30, 2020, our net cash inflow from operating activities fluctuated significantly. For
the years ended 2018 and 2019, the six months ended June 30, 2020 and the three months ended
September 30, 2020, net cash inflow from operating activities was RMB3.1 billion, RMB367.6 million,
RMB3.8 billion and RMBL1.1 billion, respectively. If we are unable to obtain adequate financing on
commercially acceptable terms, or at all, our ability to fund the operations and take advantage of new
opportunities may be hindered, and our business, results of operations and financial condition may be
materially and adversely affected.

The fair value measurement of certain of our assets and liabilities is subject to significant
uncertainties and risks and the fair value changes of such assets and liabilities may materially and
adversely affect our results of operations.

During the year ended 2017, we issued Preferred Shares, which are designated as financial
liabilities at fair value through profit or loss. We also made investments in certain wealth management
products, which are designated as financial assets at fair value through profit or loss. Following our
adoption of IFRS 9 for the years ended 2018 and 2019, the six months ended June 30, 2020 and the
three months ended September 30, 2020, we are required to measure our loans to customers, which we
previously measured at amortized cost, at fair value through profit or loss beginning from January 1,
2018. The fair value measurement of these assets and liabilities is subject to significant uncertainties
and risks.
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In accordance with IFRS, gains or losses arising from changes in the fair value of our financial
assets and liabilities should be accounted for in our consolidated income statement in the period in
which they arise. The fair value of financial assets and liabilities that are not traded in an active market,
such as our Preferred Shares and our loans to customers, is determined using valuation techniques.
Based on such valuations, we recognized the aggregate fair value of our financial assets and liabilities
on our consolidated statements of financial position, and recognized changes to fair value of our
Preferred Shares on our consolidated statements of comprehensive income. During the years ended
2017, 2018 and 2019, the six months ended June 30, 2020 and the three months ended September 30,
2020, we recorded fair value losses of our Preferred Shares of RMB1.3 billion, RMB1.0 billion, nil, nil
and nil, respectively. For the year ended 2018, being the first reporting period where we have adopted
IFRS 9, we recorded fair value losses on loans to customers of RMB1.1 billion in our consolidated
statements of comprehensive income. For the year ended 2019, the six months ended June 30, 2020 and
the three months ended September 30, 2020, we recorded fair value losses on loans to customers of
RMB2.1 billion, RMBL1.8 billion and RMBO0.3 billion.

Fair value gains or losses do not, however, change our cash position as long as the relevant
investment properties are held by us, and accordingly do not decrease our liquidity in spite of the
decreased profit represented by any fair value losses. We use our judgment to select a variety of
methods and make assumptions that are mainly based on market conditions existing at the end of each
reporting period. The valuation methodologies that we use may involve a significant degree of
management judgment and are inherently uncertain, and may result in material adjustment to the
carrying amounts of certain assets and liabilities, which in turn may materially and adversely affect our
results of operations. If the fair value of our financial assets and liabilities further declines, our
profitability would be materially and adversely affected.

Failure to obtain, renew, or retain requisite licenses, permits, or approvals may adversely affect our
ability to conduct or expand our business.

The PRC government extensively regulates the consumer finance market and the Internet industry,
and we are therefore required to hold various licenses, permits, or approvals issued by relevant
authorities for our business operations. Currently, we have two small loan companies permitted to
operate nationwide online small loan lending businesses, one financing guarantee company licensed to
provide guarantee services, subject to specific PRC laws and regulations relevant to their respective
permitted businesses. The business operations of our permitted entities are subject to the inspections
and examinations of relevant government authorities from time to time. For instance, pursuant to a
notice issued by the P2P Online Lending Working Group in December 2017, local branches of the P2P
Online Lending Working Group conducted examination and inspection of online small loan companies
that concluded by the end of January 2018. Depending on the inspection results, these local regulatory
authorities may require the online small loan companies they inspected to take rectification measures
within specified periods, may revoke the operation approvals of non-compliant companies and may
order non-compliant companies to cease business operations. Although the competent government
authorities have conducted their inspections of our online small loan companies in accordance with
such notice, we have not received the results of such inspection or other feedbacks as of September 30,
2020. However, we cannot assure you that we will not receive any inspection results that require us to
adjust our business practices or otherwise adversely affect our business operations. Moreover, from time
to time, we may wish to increase the registered capital of our licensed or permitted operating entities,
including our financing guarantee company and online small loan companies, modify our existing
products and services, offer new financial products or services, or engage in personal credit collecting
and reporting business to keep up with changing consumer preferences. We may also establish new
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subsidiaries or branches to expand our business network. As a result, we may be required to obtain or
maintain certain licenses, permits, or approvals, or may be required to submit certain reports to the
competent authorities to expand our businesses, offer new products and services or enter into new
geographical areas. For the capital enhancement of our financing guarantee company, we provided or
may further provide offshore shareholder loans to our financing guarantee company. We cannot assure
you that our financing guarantee can always obtain the foreign exchange registration for such
shareholder loans in a timely manner in accordance with relevant PRC laws and regulations. Moreover,
the ambiguous interpretations and application of existing PRC laws, regulations and policies and
possible new laws, regulations and policies governing our industry have created substantial
uncertainties regarding the licensing or approval requirements of our business and activities. We cannot
assure you that we will be able to obtain all the licenses, permits, or approvals, or submit all reports
required to conduct our business in China or maintain our existing licenses, permits, and approvals.
Any failure or significant delay to obtain or renew, or any suspension or revocation, of these licenses,
permits, filings, registrations and approvals, may have a material adverse impact on our business and
results of operations.

We may be required to obtain value-added telecommunication business licenses, which may be
time-consuming and costly and interrupt our business.

According to relevant PRC laws and regulations, any enterprise must obtain a value-added
telecommunication business license to operate value-added telecommunication business. An ICP
License is required for engaging in commercial Internet information services, and a value-added
telecommunication business license for online data processing and transaction processing, or ODPTP
license, is required for engaging in the operation of online data processing and transaction processing.

Based on the confirmation from the competent PRC government authorities (Shanghai
Communications Administration Bureau and Shanghai Finance Service Office), we are not required to
obtain an ICP License or ODPTP license or other value-added telecommunication business licenses
(collectively, the “VATS Licenses”) as an online consumer finance service provider operating a loan
facilitation or direct lending business. For a discussion of our funding structures of loans, see “Business
— Funding of Loans — Funding Structures.” Nevertheless, given the evolving regulatory environment
of China’s online consumer finance market and value-added telecommunication business, we cannot
rule out the possibility that the PRC communication administration authority or other government
authorities will require online consumer finance service providers like us to obtain an ICP License,
ODPTP license or other value-added telecommunication business licenses, or issue new regulatory
requirements to institute a new licensing regime for our industry. If such value-added
telecommunication business licenses are clearly required in the future, or a new license regime is
introduced or new regulatory rules are promulgated, we cannot assure you that we would be able to
obtain any required license or other regulatory approvals in a timely manner, or at all, which would
subject us to the corrective orders and warnings from the PRC communication administration authority,
fines and confiscation of illegal gains and, in the case of significant infringements, the mobile
applications may be ordered to cease operation, or other sanctions as stipulated in the new regulatory
rules, which would materially and adversely affect our business and impede our ability to continue our
operations.

If we are required to obtain an ICP License or other value-added telecommunication business

licenses pursuant to new PRC laws and regulations and interpretations, we may need to restructure our
current business practice or make further adjustment to our business for the compliance of such new
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laws and regulation and interpretations. Any such restructuring and adjustment may be time-consuming
and costly and may result in interruptions to our business, and our business and operating results may
be materially and adversely affected.

Our business has been and is likely to continue to be materially adversely affected by the outbreak
and resurgence of COVID-19 in China.

Since the beginning of 2020, outbreaks of COVID-19 have resulted in the temporary closure of
many corporate offices, retail stores, and manufacturing facilities across China. In early 2020, in
response to intensifying efforts to contain the spread of COVID-19, the Chinese government took a
number of actions, which included extending the Chinese New Year holiday, quarantining individuals
infected with or suspected of having COVID-19, prohibiting certain travels, encouraging employees of
enterprises to work remotely from home, and cancelling public activities, among others. We have taken
a series of measures in response to the outbreak, including, among others, temporary remote working
arrangements for nearly all of our employees, increased health monitoring (included daily temperature
checks), additional disinfecting and cleaning of our offices, provisions of masks, and other sanitary
measures. In addition, to facilitate remote working, we have adjusted our IT and technology systems.
These steps taken have increased and may continue to increase our costs, lower our efficiency, reduce
our ability to market our products, and disrupt our normal operations. Return to operations after the
Chinese New Year holiday was significantly delayed and has impacted our results of operations, and
our business operations continue to be impacted by the pandemic.

The outbreak has impeded our e-commerce operations. Normal e-commerce activities were
delayed, which in turn adversely affected our revenue and financial condition as well as our customer
experience. This outbreak has also caused restrictions on our employees’ and other service providers’
ability to travel, which in turn impaired our ability to conduct any business activities that required
face-to-face meetings and signings, such as discussions with our business partners and our funding
partners. This in turn impacted our access to and ability to obtain funding. It has also negatively
impacted the effectiveness of our collection efforts, which may require us to increase the amount of
allowance for credit losses. As a result of any of the above developments, our business, financial
condition and results of operations could be materially and adversely affected.

The outbreak and resurgence of COVID-19 has caused, and may continue to cause, us and certain
of our business partner, to implement temporary adjustment of work schemes allowing employees to
work from home and adopt remote collaboration. We have taken measures to reduce the impact of this
pandemic outbreak, including, upgrading our telecommuting system, monitoring our employees’ health
on a daily basis and optimizing our technology system to meet the ongoing requirements. However, we
might still experience lower work efficiency and productivity, which may adversely affect our service
quality and collection efforts.

As COVID-19 has negatively affected the broader Chinese economy and the global economy,
China may experience lower domestic consumption, higher unemployment, severe disruptions to
exporting of goods to other countries and greater economic uncertainty, which may also impact us in a
materially negative way. As our customers experience greater economic uncertainty, potential
unemployment or actual unemployment, they may become less confident in an economic recovery and
less inclined to consume or borrow, which could then materially impact our business. Users may also
have less propensity or ability to repay their loans as a result of the economic problems caused by
COVID-19, which may then impact directly our delinquencies, bad debt, charge-offs, and other credit
ratios and statistics. This may result in an upward adjustment in our provision of financial assets
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subject to fair value or credit losses and guarantee liabilities and adversely affect our financial
condition and results of operations. In the negative economic environment caused by COVID-19, we
have and may also continue to need to adjust our credit scoring model and lower our approval rates, in
order to mitigate against any potential credit risks. This may in turn negatively impact our revenues and
our growth.

In addition, our business partners, especially smaller or medium sized enterprises in China, may
also experience economic hardship which may force them to reduce or go out of business, leaving us
with fewer partners and reduced funding sources to meet the demands of our customers. Further, the
operations of our business partners and service providers may also be constrained and impacted, due to
limited freedom of movement and less efficient operations, which may have a negative impact on our
business. As parts of our business are focused on facilitating online consumption, the inability of
customers to move freely and consume in offline environments may also impact negatively on our
growth and loan generation.

The extent to which COVID-19 impacts our results will depend on future developments, which are
highly uncertain and cannot be predicted, including new information which may emerge concerning the
severity of the global impact of COVID-19 and the actions to contain the coronavirus or alleviate its
impact, among others. Currently, there is no vaccine or specific anti-viral treatment for COVID-19.
Relaxation of restrictions on economic and social life may lead to new cases which may lead to the
reimposition of restrictions. Our business and financial performance have been adversely affected by
the outbreak of COVID-19 in China since the beginning of 2020, and such adverse impact is likely to
continue throughout the current year, if not longer.

Our current level of interest and fees rates may significantly decline due to changes in market or
regulatory environment, which may reduce our profitability.

We generate a substantial majority of our total income from our interest income and loan
facilitation service fees. Our interest income is primarily derived from loans originated by us through
our trust lending and direct lending structures, and our loan facilitation service fees are primarily
derived in connection with loans originated by us under the credit-enhanced loan facilitation and pure
loan facilitation structures. For a discussion of our funding structures, see “Business — Funding of
Loans — Funding Structures.” The rates of interest and fees we receive may be affected by the
development of changes in our product mix, general economic conditions, regulatory requirements and
the competition in the consumer finance market. Any material reduction in our interest and fee rates
could have a material adverse effect on our results of operations and financial condition.

In accordance with Circular 141, the total borrowing cost must comply with the legal
requirements on private lending interest rates provided by the judicial department. According to the
Provisions on Certain Issues of the Application of Laws in the Trial of Private Lending Cases (%%
PRI PH] B8 2 08 I R T R REB 2 ) issued by the PRC Supreme People’s Court in August
2015, in respect of lending activities between individuals, entities or other organizations that are not
licensed financial institutions, if the interest rate of a loan exceeds 36% per annum, the part in excess
of 36% per annum is invalid and void; if the interest rate of a loan exceeds 24% per annum but is not
more than 36% per annum, the interest rate in excess of 24% will be treated as a natural obligation —
valid but not enforceable in the PRC judicial system; a voluntary payment at an interest rate in excess
of 24% per annum and less than 36% per annum will likely not be challenged. In August 2017, the PRC
Supreme People’s Court promulgated the Circular of Several Suggestions on Further Strengthening the
Judicial Practice Regarding Financial Cases (<BfAME—25 s &Rl A T/EMAETE D)), which
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provides, among others, that (i) the claim of a borrower under a financial loan agreement to adjust or
cut down the part of interest exceeding 24% per annum on the basis that the aggregate amount of
interest, compound interest, default interest, and other fees collectively claimed by the lender is much
higher than the actual losses must be supported by the PRC courts; and (ii) in the context of online
finance disputes, if an online lending information intermediary and lender circumvent the upper limit of
the judicially protected interest rates by charging intermediary fees, such fees must be ruled as invalid.
On July 22, 2020, the Supreme People’s Court and the National Development and Reform Commission,
or the NDRC, jointly released the Opinions on Providing Judicial Services and Safeguards for
Accelerating the Improvement of the Socialist Market Economic System for the New Era (< m AR
e 0 5 3 JE R 4 o 2 8 Bl 2 TR KO DR 58 38 A T T 35 AR e ol £ (4t Rk AR AR B 3 7LD ), or
the Opinions. The Opinions set out that if the interest and fees, including interest, compound interest,
penalty interest, liquidated damages and other fees, claimed by one party to the loan contract exceed
the upper limit under judicial protection, the claim will not be supported by the court, and if the parties
to the loan disguise the financing cost in an attempt to circumvent the upper limit, the rights and
obligations of all parties to the loan will be determined by the actual loan relationship.

Furthermore, relevant regulatory and judicial authorities may change the private lending rate of
interest that can be charged by unlicensed financial institutions from time to time. On August 20, 2020,
China’s Supreme People’s Court announced its decision to revise the Provisions on Certain Issues of
the Application of Laws in the Trial of Private Lending Cases (P85 B M & 048 s 1
MR KL E DY) or the Judicial Interpretation Amendment, which lower the cap fee for such private
lending rate to the extent not exceeding four times of the China’s benchmark one-year loan prime rate
(the “LPR™) at the time of the establishment of the loan agreement (the “Cap Fee Limit”). For a
discussion of relevant PRC laws and regulations on interest and fee rates, see “Regulations —
Regulations Relating to Loans and Interest Rate”.

The PBOC lowered its benchmark lending rates in February 2020 and further in April 2020 as
China’s economy continued to be affected by the COVID-19 outbreak. Since April 2020, the one-year
LPR has remained at 3.85%, and four times of the one-year LPR shall be 15.4%. We cannot assure you
that the one-year LPR and the Cap Fee Limit will not decrease further in the future. There remain
uncertainties in the interpretation and implementation of the Judicial Interpretation Amendment,
including its applicability to licensed financial institutions and small loan companies, the basis of
calculation formula used to determine the interest limit, the scope of inclusion of related fees, as well
as inconsistencies between the standard and level of enforcement by different PRC courts. We cannot
assure you that there will not be any changes to the detailed calculation formula used to determine the
interest limit, and that our future fee rates will not be lowered as a result of the Cap Fee Limit. Our
business, results of operations and financial condition may be adversely affected by the implementation
or interpretation of the Judicial Interpretation Amendment.

Following the coming into effect of the Judicial Interpretation Amendment, we may be required to
lower the average APR of our loans or adjust our business model, and the rate cap of our facilitated
loans may be further lowered by any newly adopted, or by the application of any existing, laws,
regulations or rulings. If we are unable to comply with such regulatory requirements, supervision or
guidance or are deemed to be charging above the maximum interest rates permitted by the relevant
laws, regulations, policies or guidance, we could be subject to orders of suspension, cessation or
rectification, cancellation of qualifications, or other penalties, and our business, financial condition,
results of operations and our cooperation with funding partners could be materially and adversely
affected as a result.
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We historically had a total deficit position, which may adversely affect our ability to declare and pay
dividends.

As of December 31, 2017, we had total deficit of RMBL1.5 billion, primarily because we incurred
fair value losses of RMB1.3 billion from our Preferred Shares for the year ended 2017. As all the
Preferred Shares have been converted to ordinary shares upon completion of our listing on the SEHK,
fair value losses on the Preferred Shares were only recorded up to the date of listing. Under the
Cayman Companies Law, we may only declare dividends out of our profits (realized or unrealized) or
amounts standing to the credit of our share premium account. Therefore, if we record a total deficit
position in the future, such total deficit may adversely affect our overall ability to declare and pay
dividends in the future by reducing our sources for potential dividend declaration and payment.

Our failure to protect the confidential information of our borrowers may subject us to the liabilities,
administrative penalty or other regulatory actions imposed by data privacy and protection laws and
regulations, negatively impact our reputation and deter borrowers from using our products and
services.

We collect, store and process a large volume of personal and other sensitive data provided by our
users, from the CCRC and other third-party sources. Although we have taken various measures and
adopted strict internal policies to protect the confidential information to which we have access, our
security measures could still be breached. Confidential user data may be leaked and used for criminal
purposes in the event of any accidental or willful security breaches or other unauthorized access to our
system, which may expose us to liabilities, administrative penalty or other regulatory actions related to
the loss of information and damage our brand and reputation.

In recent years, the PRC government has tightened the regulation of the storage, sharing, use,
disclosure and protection of personally identifiable information and user data, particularly the online
personal information. Relevant PRC laws and regulations require Internet service providers and other
network operators, among other things, to clearly state the authorized purpose, methods and scope of
the collection and usage of information and obtain the consent of users, as well as to establish user
information protection system with remedial measures. We have adopted appropriate procedures to
inform our borrowers and obtain their consent to use their information within the scope of
authorization. In addition, we established internal system and policies to protect user information with
remedial measures. However, we cannot assure you our data privacy protection system will be
considered sufficient under the applicable laws and regulations due to the uncertainty of the
interpretation and implementation of the existing laws and regulations. Moreover, there could be new
laws, regulations or industry standards that require us to change the business practice or privacy
policies we established. For example, in July 2020, the Standing Committee of the National People’s
Congress, or the SCNPC, published for public comment a draft Data Security Law ({E5% 2% (5
Z)ECKE L)), which sets forth the data security protection obligations for entities and individuals
handling personal data, including that no entity or individual may acquire such data by stealing or other
illegal means, and the collection and use of such data should not exceed the necessary limits. Our
inability to adequately address privacy concerns, even if unfound, or to comply with applicable privacy
or data protection laws, regulations and privacy standards, may expose us to liability, damage our
reputation, discourage the use of our products and services and harm our business.
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Any breaches to our security measures, including cyber-attacks, computer viruses, physical or
electronic break-ins or similar disruptions, may adversely affect our database and damage our
reputation and brand.

The massive data that we have processed and stored may attract and expose us to risks of
cyber-attacks, computer viruses, physical or electronic break-ins or similar disruptions. Our security
measures may not be effective to prevent security breaches or other unauthorized access since the
techniques used to sabotage or obtain unauthorized access to systems evolve continuously and generally
are hard to detect before launch. Moreover, our security measures could also be breached because of
employee error, malfeasance or otherwise, or defects in our technology infrastructure. If security
breaches were to occur and confidential information or data, including personal data, were stolen,
leaked and used for illegal or criminal activities, we may be exposed to liabilities related to the loss of
the information, time-consuming and expensive litigation and negative publicity, and our reputation,
business operations and financial condition could be materially and adversely affected. The PRC
Network Security Law (< 3 A R ILAIE 44544 1%)), effective on June 1, 2017, stipulates that a
network operator, including Internet information service providers, among others, must adopt technical
measures and other necessary measures in accordance with applicable laws and regulations as well as
compulsory national standards to safeguard the safety and stability of network operations, effectively
respond to network security incidents, prevent illegal and criminal activities, and maintain the integrity,
confidentiality and availability of network data. For a detailed discussion, see “Regulations —
Regulations Relating to Internet Information Security and Privacy Protection.” While we have adopted
comprehensive measures to comply with the applicable laws, regulations and standards, we cannot
assure you that such measures will be effective. If we were found by the regulatory authorities to have
failed to comply with the PRC Network Security Law, we would be subject to warnings, fines,
confiscation of illegal gains, revocation of licenses, cancelation of filings, shutdown of our businesses
or even criminal liability and our business, financial condition and results of operations would be
adversely affected.

If the credit or other information of a prospective borrower we receive from other parties is
inaccurate or unreliable, the accuracy or effectiveness of our credit assessment and risk-based
pricing may be compromised.

We perform credit assessment based on, to a significant extent, information provided by loan
applicants and data provided by the CCRC, industry anti-fraud service providers, e-commerce platforms
and other third-party sources. The reliability of borrower credit data is relatively limited in China.
Although we implement comprehensive credit assessment procedures to verify and cross-check
borrower credit data, the information provided by loan applicants to us can be inaccurate or fraudulent,
and the data provided by the CCRC or third-party sources can be inaccurate or unreliable. The CCRC
consumer credit database is still in the development stage and is limited in data coverage. For example,
we currently do not have any comprehensive measure to determine if a prospective borrower has
obtained loans from other consumer finance service providers. Moreover, credit information and
analysis provided by other third parties may be falsified or tainted in the collection process and may be
produced based on assumptions and methodologies undisclosed to us, which would limit our ability to
properly use such data inputs in our credit assessment and risk-based pricing. In addition, historical
data and analysis may not provide a reliable basis to assess an applicant’s credit profile where the
economic conditions have changed or the financial conditions of such applicant deteriorates after the
loan has been funded. Our granular risk-based pricing is made by taking into consideration hundreds of
effective variables. If the underlying data is outdated, incomplete, inaccurate or otherwise not indicative
of the creditworthiness of the borrowers, the accuracy or effectiveness of our credit assessment and
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risk-based pricing may be compromised, in which case we may approve less creditworthy borrowers
from whom we are unable recoup funds or effectively control our delinquency ratios, which will harm
our reputation and results of operations.

Fraudulent or illegal activities could negatively impact our operating results, brand and reputation.

We are subject to the risk of fraudulent or illegal activities associated with borrowers and other
third-party service providers handling user information. We cannot assure you that our existing fraud
detection measures are or will be sufficient to accurately detect and prevent fraud or illegal activities.
For instance, currently, the coverage of credit data available to us is limited and we lack a
comprehensive way to know private borrowings of our borrowers from other consumer finance service
providers. The borrowers may use the loans originated by us to repay the loans they borrowed from
other consumer finance service providers, which could expose us to higher risk. Moreover, we may not
be able to monitor our borrowers’ actual use of the financing, or detect suspicious or illegal
transactions, such as money laundering. An increase of fraudulent or illegal activities associated with
our products could negatively impact our brand and reputation, discourage funding partners from
funding the loans facilitated by us and lead us to take additional steps to reduce relevant risks, which
could increase our costs. High profile fraudulent or illegal activities could even lead to regulatory
intervention and may divert our management’s attention and cause us to incur additional expenses and
costs. Although we have not experienced any material business or reputational harm as a result of
fraudulent or illegal activities in the past, we cannot assure you that any of the foregoing will not occur
and harm our business or reputation in the future.

We have established business collaborations in the areas of joint-modeling and precision marketing
with several Chinese Internet technology conglomerates. Failure to maintain relationship with these
business partners may materially and adversely affect our business, financial condition and results of
operations.

We have deep collaborations with our business partners in the areas of joint modeling and
precision marketing. In particular, we carry out joint modeling programs with several Chinese Internet
technology conglomerates that can provide us with access to valuable data types and user cases that are
otherwise not commercially available. Through these collaborations, we have developed scorecards
specifically tailored to the business partners’ user cases as we jointly determine and combine valuable
data variables from our partners with our know-how and modeling capabilities. Furthermore, the
process of joint-modeling enriches our modeling know-how, improves our risk-based pricing
capabilities and fosters trust with our business partners for ongoing and deeper cooperation. We
anticipate that we will continue to leverage our relationships with existing business partners to develop
our business while pursuing new relationships with additional business partners.

We have invested significant time and resources to establish, maintain and further develop our
relationships with our business partners. Most of our agreements with business partners do not prohibit
them from working with our competitors or from offering competing services. If our business partners
decide not to continue to work with us or they devote more resources to supporting our competitors or
their own competing businesses, we may not be able to find a substitute on commercially favorable
terms, or at all. In addition, if our business partners do not perform as expected or if we have material
disputes with them, our business and results of operations may be adversely affected.
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Failure by us, our funding partners or our third-party service providers to comply with applicable
anti-money laundering laws and regulations could damage our reputation and subject us to
regulatory fines, sanctions or legal enforcement.

We are subject to the obligations of anti-money laundering according to the Internet Finance
Guidelines. The Internet Finance Guidelines, among other things, require online finance service
providers to comply with certain anti-money laundering requirements, including the establishment of a
customer identification program, the monitoring and reporting of suspicious transactions, the
preservation of customer information and transaction records, and the provision of assistance to the
public security department and judicial authority in investigations and proceedings in relation to
anti-money laundering matters. To comply with the Internet Finance Guidelines, we have adopted
various policies and procedures, such as internal controls and “know-your-customer” procedures, for the
prevention of money laundering and other illegal activities. Such policies and procedures may not
completely eliminate instances where our customers may use the proceeds from the loans to engage in
money laundering or other illegal or improper activities. We cannot assure you our policies and
procedures would be effective in preventing other parties from using us as a conduit for money
laundering without our knowledge or that we will be deemed to be in compliance with applicable laws
given the anti-money laundering obligations in the Internet Finance Guidelines are not specified. If we
were to be associated with money laundering (including illegal cash operations), our reputation could
suffer and we could become subject to regulatory fines, sanctions, or legal enforcement.

In addition, our funding partners, which are mostly licensed financial institutions, and our
third-party service providers, in particular payment companies, may also be subject to anti-money
laundering obligations under applicable anti-money laundering laws and regulations and are regulated in
that respect by the PBOC. We currently rely on these funding partners and payment companies to adopt
and implement their own anti-money laundering policies and procedures. If any of our funding partners
or third-party service providers fails to adopt or implement appropriate anti-money laundering policies
or procedures, or otherwise comply with applicable anti-money laundering laws and regulations, our
reputation could suffer and we could become subject to regulatory intervention, which could have a
material adverse effect on our business, financial condition and results of operations.

If we or our third-party loan servicing teams cannot effectively and properly collect delinquent loans,
our business and results of operations may be materially and adversely affected.

We primarily rely on our in-house loan servicing team to handle the collection of delinquent
loans. For the loans delinquent for a relatively long period of time, we engage third-party loan servicing
teams to assist us. To maximize cost efficiency, both our in-house and third-party loan servicing teams
service the collection of loans via phone calls, voice mails and text messages. For loans of relatively
large amounts, we may also use collection methods such as in-person visits or legal proceedings. If
these servicing methods become less effective, we may not be able to collect delinquent loans, and we
and our funding partners may suffer losses. If under the relevant laws and regulations, including
Circular 141, these collection methods are determined as harassments, threats, forced collection or other
illegal activities, or third-party loan servicing teams use any other aggressive measures or misconduct
in the servicing process, we may be subject to lawsuits, administrative penalties, or other regulatory
actions, be prohibited from using these collection methods or suffer reputational damage. If this
happens and we fail to adopt alternative collection methods in a timely manner or the alternative
collection methods are not effective, we may not continue to effectively service our loans and our
funding partners’ confidence in our products and services may be negatively affected.
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The recent outbreak and resurgence of COVID-19 in China has also negatively impacted the
effectiveness of our collection efforts. The outbreak and resurgence has caused, and may continue to
cause us to implement temporary adjustment of work schemes for our collection team, allowing our
employees to work from home and adopt remote collaboration. We have taken measures to reduce the
impact of this epidemic outbreak, including upgrading our telecommuting system, monitoring our
employees’ health on a daily basis and optimizing our technology system to meet the ongoing
requirements. However, we have experienced and may continue to experience lower work efficiency
and productivity, which has adversely affected and may continue to adversely affect our service quality
and collections efforts. See “— Our business has been and is likely to continue to be materially
adversely affected by the outbreak and resurgence of COVID-19 in China.”

If we fail to promote and maintain our brand, or our brand is impaired due to negative publicity with
respect to us, our business partners or other online consumer finance service providers in general,
our business and results of operations may be harmed.

We believe that enhancing and maintaining awareness of our VCREDIT and KK Credit brands is
critical to achieving widespread acceptance of our credit products, gaining trust for our services and
attracting new borrowers and institutional funding providers. Successful promotion of our brand
depends largely on the quality of the services we offer and the effectiveness of our branding and
marketing efforts. It is likely that our branding and marketing efforts will require us to incur significant
expenses and devote large amounts of resources. Brand promotion activities may not yield increased
total income in the near term, and, even if they do, any total income increases may not offset the
expenses we incur to promote our brand. If we are unable to maintain and further enhance our brand
recognition and reputation, we may not be able to grow our borrower bases and our results of
operations and financial condition may be adversely affected.

Unfavorable publicity related to us, our business partners or our industry could also affect our
brand and reputation. Prospective borrowers and funding providers may be prevented from engaging in
transactions with us if there is any malicious or negative publicity in connection with the use of our
services or products, including those relating to the integrity of business practices, risk management
capabilities, compliance with laws, and financial condition or prospects, whether with merit or not.
Negative publicity surrounding our shareholders, Directors, management and their associates may also
impact our reputation, whether or not directly related to us or our operations. Furthermore, negative
publicity about other market players or isolated incidents, whether or not factually correct, such as
widespread borrower defaults, fraudulent behavior, campus lending and/or the closure of other online
consumer finance service providers, may result in negative perception of our industry as a whole and
undermine the credibility we have established. These types of negative developments in the online
consumer finance market may lead to tightened regulatory scrutiny and limit the scope of our
permissible business activities. For instance, since 2015, there has been a number of reports of business
failures of, or accusations of fraud and unfair dealing against, certain companies in China’s consumer
finance market. Although we believe that our business activities are legal and appropriate, if we are
somehow associated with these companies or practices, borrowers, funding partners and other business
partners may be less willing to engage in borrowing and funding activities with us, which could
materially and adversely affect our business and results of operations.
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Any undetected errors on our highly complicated software and IT infrastructure or any significant
disruption to services on our mobile apps and our or our third-party service providers systems,
including events beyond our control, could adversely affect our business.

Our ability to deliver our services in a quality and timely manner depends on the satisfactory
performance and reliability of our IT infrastructure and systems. The software and IT infrastructure on
which we rely used to contain, and may now or in the future contain, undetected errors or bugs. Some
errors may only be discovered after the code has been released for external or internal use. Errors or
other design defects within the software and IT infrastructure on which we rely may result in a negative
experience for the users of our mobile apps, delay introductions of new features or enhancements, result
in errors or inaccuracy of data analysis, or compromise our ability to protect users’ data or our
intellectual property.

Furthermore, the IT infrastructure may be vulnerable to significant natural disasters, such as a
fire, flood or earthquake, or man-made problems, such as power outage, strikes, terrorism or
cyber-attacks. In addition, our operations also depend on the systems of our third-party service
providers, including, among others, payment channels and telecommunications carriers and Internet data
centers. Despite the disaster recovery plans we have adopted and other precautions we have taken, the
occurrence of natural disasters or man-made problems on our or our third party providers’ systems may
cause lengthy interruptions in our services, and we may not have sufficient capacity to recover all data
and restore services after the interruptions.

If any serious errors, bugs or defects were to be discovered in our software or IT infrastructure, or
the IT infrastructure of us or our service providers were to experience any significant disruptions, we
may not be able to protect our confidential information, users” data or intellectual property, or provide
services to borrowers on our mobile apps and to our funding partners in a timely and efficient manner,
which could harm our reputation and reduce the attractiveness of our services to borrowers and funding
partners. Additionally, we currently do not maintain business interruption insurance to compensate us
for potentially significant losses, including potential harm to our business that may result from
interruptions in our loan facilitation services and solutions.

Any deficiencies in China’s Internet infrastructure and fixed telecommunications networks could
impair our ability to process loan transactions.

Any interruptions or delays in China’s Internet infrastructure and fixed telecommunications
networks, whether as a result of errors, natural disasters, health pandemics such as COVID-19 or
security breaches, whether accidental or willful, could delay or prevent us from delivering satisfactory
services and result in a loss of our borrowers and funding partners. Almost all access to the Internet in
China is maintained through state-owned telecommunications operators under their administrative
control. We primarily rely on a limited number of telecommunications service providers to provide us
with data communications capacity through local telecommunications lines and Internet data centers to
host our servers. We have limited access to alternative networks or services on commercially acceptable
terms. In addition, web traffic in China has experienced significant growth during the past few years.
Effective bandwidth and server storage at internet data centers in large cities are scarce. If we are
unable to increase our online service delivering capacity as we expand our business, or the cost we pay
for telecommunications and Internet services rises significantly, our results of operations may be
adversely affected.
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Any failure to protect our intellectual property could harm our business and competitive position.

Protection of our own intellectual property from unauthorized use is critical to our success. We
rely on a combination of intellectual property laws regarding copyright, patents, trade secrets,
trademarks and other rights, as well as contractual arrangements, including confidentiality agreements
with our employees and others, to protect our proprietary rights. See also “Business — Intellectual
Property.” However, these measures may be inadequate to protect any of our intellectual property rights
from being challenged, invalidated, circumvented, infringed or misappropriated by third parties.
Furthermore, our efforts to protect our brand and intellectual property rights may not always be
effective and may be costly. We regularly file applications to register our trademarks in China. Our
applications may be challenged by third parties or rejected. As there are small loans and other
companies that have company names or trademarks similar to ours, prospective borrowers, funding
partners and other stakeholders may confuse those companies with us, or even associate us with
negative publicity, if any, related to those companies, which could undermine our brand and reputation.

It is often difficult to effectively protect intellectual property rights or to enforce contractual
rights in China. Statutory laws and regulations are subject to judicial interpretation and enforcement
and may not be applied consistently due to the lack of clear guidance on statutory interpretation.
Contractual arrangements, such as confidentiality, invention assignment and non-compete agreements,
may be breached by counterparties, and there may not be adequate remedies available to us for any
such breach. Accordingly, we may not be able to prevent misappropriation of our intellectual property.
In the event that we resort to litigation to enforce our intellectual property rights, such litigation could
be costly, time-consuming and distracting to our management. We can provide no assurance that we will
prevail in such litigation. Any failure in protecting or enforcing our intellectual property rights could
have a material adverse effect on our business, financial condition and results of operations.

We may be subject to intellectual property infringement claims, which may be expensive to defend
and may disrupt our business and operations.

Our operations may infringe upon or otherwise violate trademarks, patents, copyrights, know-how
or other intellectual property rights held by third parties. From time to time, we may be subject to legal
proceedings and claims relating to the intellectual property rights of others. To the extent that our
business and internal systems rely on software licensed from third parties, we rely on such third parties
to maintain their proprietary intellectual property rights or licensing rights. There can be no assurance
that our use of such intellectual property rights will not be challenged by others. Third parties may
initiate legal proceedings or bring claims against us alleging our infringement of their intellectual
property rights. Any legal proceedings or claims, with or without merit, may cause us to incur
significant expenses and divert our management’s attention. Successful claims asserted against us may
result in substantial damages or royalties and may materially disrupt our business operations by
restricting or prohibiting our use of such intellectual property.

Additionally, the application and interpretation of China’s intellectual property right laws and the
procedures and standards for granting trademarks, patents, copyrights, know-how or other intellectual
property rights in China are still evolving and are uncertain, and we cannot assure you that PRC courts
or regulatory authorities would agree with our analysis. If we were found to have violated the
intellectual property rights of others, we may be subject to liability for our infringement activities or
may be prohibited from using such intellectual property, and we may incur licensing fees or be forced
to develop alternatives of our own. As a result, our business and results of operations may be materially
and adversely affected.
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We are involved in legal proceedings in the ordinary course of our business from time to time. If the
outcomes of these proceedings are adverse to us, it could have a material adverse effect on our
business, results of operations and financial condition.

We are involved in various litigation matters in the ordinary course of business from time to time,
which could have a material adverse effect on our business, results of operations and financial
condition. Furthermore, claims arising out of actual or alleged violations of law could be asserted
against us by individuals, either individually or through class actions, by governmental entities in civil
or criminal investigations and proceedings or by other entities. These claims could be asserted under a
variety of laws and regulations, including but not limited to consumer finance laws, online or private
lending laws, consumer protection laws, intellectual property laws, information security and privacy
laws, and labor and employment laws. For further details, see “Business — Legal Proceedings and
Compliance.” These actions could expose us to adverse publicity and to monetary damages, fines and
penalties, as well as suspension or revocation of licenses or permits to conduct business. Even if we
eventually prevail in these matters, we could incur significant legal fees or suffer reputational harm,
which could have a material adverse effect on our business and results of operations as well as our
future growth and prospects.

Our success depends on the continuing efforts of our key employees, including our senior
management members and technology talents. If we fail to hire, retain and motivate our key
employees, our business may suffer.

We believe our future success depends on our continued ability to retain, motivate, attract and
develop qualified and skilled employees, in particular our senior management members and our
technology talents, namely Mr. Liu, Mr. Liu Sai Keung Thomas, and Mr. Jin Jiafang. While we have
provided incentives to our management members and other key employees, we cannot assure you that
we can continue to retain their services. Some of the companies with which we compete for
experienced employees may have greater resources than we do and may be able to offer more attractive
terms of employment. If our key employees cease to serve us, our future growth may be constrained,
our business may be severely disrupted, and we may incur additional expenses to recruit, train and
retain qualified personnel to replace them.

In addition, although we have entered into confidentiality and non-compete agreements with our
key employees, there is no assurance that any of our key employees will not join our competitors, form
a competing business, or share our confidential information with our competitors or any third party. If
any dispute arises between our current or former employees and us, we may have to incur substantial
costs and expenses in order to enforce such agreements in China or we may be unable to enforce them
at all.

If we cannot maintain our corporate culture as we grow, we could lose the innovation, collaboration
and focus that contribute to our business.

We believe that a critical component of our success is our corporate culture, which we believe
fosters innovation, arouses consciousness of risks, encourages teamwork and cultivates efficiency and
creativity. We encourage our personnel to take ownership in their work, cultivate their awareness and
capability of risk management, and help them achieve their full potential to be as innovative, creative
and collaborative as possible. As we develop the infrastructure of a public company and continue to
grow, we may find it difficult to maintain these valuable aspects of our corporate culture. Any failure to
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preserve our culture could negatively impact our future success, including our ability to attract and
retain employees, encourage innovation and teamwork and effectively focus on and pursue our
corporate objectives.

From time to time we may evaluate and consummate strategic investments or acquisitions or
establish strategic alliances, which could divert significant management attention and resources,
disrupt our business and adversely affect our financial results.

We may evaluate and consider strategic investments and acquisitions or enter into strategic
alliances to develop new products, services or solutions and enhance our competitive position.

Investments or acquisitions involve numerous risks, including the potential failure to achieve the
expected benefits of the combination or acquisition; difficulties in, and the cost of, integrating
operations, technologies, services and personnel; potential write-offs of acquired assets or investments;
and downward effect on our operating results. These transactions will also divert the management’s
time and resources from our normal operations and we may have to incur unexpected liabilities or
expenses.

We may also in the future enter into strategic alliances with various third parties. Strategic
alliances with third parties could subject us to a number of risks, including risks associated with
potential leakage of proprietary information, non-performance by the counterparty and an increase in
expenses incurred in establishing new strategic alliances, any of which may materially and adversely
affect our business.

Our insurance coverage may not be adequate, which could expose us to a significant costs and
business disruptions.

Insurance companies in China currently do not offer as extensive an array of insurance products
as those in more developed economies and are, to our knowledge, not well-developed in the field of
business liability insurance. We do not have any business liability or disruption insurance to cover our
operations. As such insurance products are not readily available where we operate our business, we
believe that the costs of insuring for business liability and disruption risks and the difficulties
associated with acquiring such insurance from insurance companies out of China could make it
commercially unreasonable for us to have such insurance. Any uninsured business disruptions may
result in substantial costs and the diversion of resources, which could have an adverse effect on our
results of operations and financial condition.

We face risks related to natural disasters, health epidemics and other outbreaks, which could
significantly disrupt our operations.

Our business could be adversely affected by the effects of epidemics. This year, our business has
been affected by the outbreak and resurgence of COVID-19. In more recent years, there have been
breakouts of epidemics in China and globally. Our business operations could be disrupted if one of our
employees contracts or is suspected of having COVID-19, HIN1 flu, avian flu or another epidemic,
since it could require our employees to be quarantined and/or our offices to be disinfected. In addition,
our results of operations could be adversely affected to the extent that the outbreak harms the Chinese
economy in general or our business environment in particular. We are also vulnerable to natural
disasters and other calamities, which may give rise to server interruptions, breakdowns, system failures,
technology platform failures or internet failures, and adversely affect our ability to provide services.
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Risks Relating to Doing Business in China

Adverse changes in China’s economic, political or social conditions or government policies could
have a material adverse effect on our business and results of operations.

Since our business operations are conducted in China, our business, financial position, results of
operations and prospects are affected significantly by economic, political and legal developments in
China. The Chinese economy differs from the economies of most developed countries in many respects,
including the degree of government involvement, the level of development, the growth rate, the control
of foreign exchange, access to financing and the allocation of resources. The PRC government exercises
significant control over China’s economic growth through imposing industrial policies, allocating
resources, controlling payment of foreign currency-denominated obligations, setting monetary policy
and providing preferential treatment to particular industries or companies.

While the Chinese economy has grown significantly in the past three decades, the growth has been
uneven, both geographically and among various sectors of the economy. The growth rate of the Chinese
economy has gradually slowed since 2010, and COVID-19 could have a significant adverse impact on
China’s economic growth for the full year of 2020. According to statistics from the National Bureau of
Statistics of China, in the first quarter of 2020 China’s GDP shrank by 6.8%, compared to growth of
6.4% in the first quarter of 2019, demonstrating the significant pressure of the outbreak on China’s
economy. In addition, according to the International Monetary Fund, China’s GDP growth is currently
projected to be 1.2% for the full year of 2020 as a result of COVID-19, compared to 6.1% for the full
year of 2019. The macroeconomic slowdown in China from COVID-19 appears to have weighed on
growth in the online consumer finance market during the first quarter of 2020, and may continue to
weigh on such growth for the full year of 2020. Any prolonged slowdown in the Chinese economy may
reduce the demand for our products and services and materially and adversely affect our business and
results of operations. Additionally, the ongoing trade dispute and global economic volatility may impose
further uncertainty on our business. Any adverse changes in economic conditions in China or in the
laws, regulations or policies in China could have a material adverse effect on the overall economic
growth of China, which may in turn reduce the demand for our services and products and lead to
adverse effects on our business and results of operations.

Uncertainties in the interpretation and enforcement of PRC laws and regulations could limit the
legal protections available to you and us.

We conduct our business through our PRC subsidiaries and our operations in China are governed
by PRC laws and regulations. The PRC legal system is a civil law system based on written statutes.
Unlike in the common law system, prior court decisions may be cited for reference but have limited
precedential value.

Since 1979, the PRC government began to promulgate a comprehensive system of laws, rules and
regulations governing economic matters in general. However, since the PRC legal system continues
rapidly evolving, the interpretation of many laws, regulations and rules are not always uniform and
enforcement of these laws, regulations and rules involve uncertainties. In particular, the regulatory
framework of the consumer finance market is yet to fully develop. Since the administrative and court
authorities have significant discretion in interpreting and implementing statutory and contractual terms,
it may be difficult to evaluate the outcome of Chinese administrative and court proceedings and the
level of legal protection we enjoy in China than in more developed legal systems. Such uncertainties,
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including uncertainty over the scope and effect of our contractual, property (including intellectual
property) and procedural rights, could materially and adversely affect our business and impede our
ability to continue our operations.

Furthermore, the PRC legal system is based in part on government policies and internal rules,
some of which are not published on a timely basis or at all. As a result, we may not be aware of our
violation of any of these policies and rules until sometime after the violation. Any failure in response to
the change of regulatory environment in a timely manner may lead to a material adverse effect on our
business and results of operations.

Governmental control of currency conversion may limit our ability to utilize our total income
effectively and affect the value of your investment.

The PRC government imposes controls on the convertibility of the Renminbi into foreign
currencies and, in certain cases, the remittance of currency out of China. Our PRC subsidiaries receive
all of our total income in Renminbi. Our Company’s income primarily relies on dividend payments
from our PRC subsidiaries. Shortages in the availability of foreign currency may restrict the ability of
our PRC subsidiaries to remit sufficient foreign currency to pay dividends or other payments to us, or
otherwise satisfy their foreign currency-denominated obligations.

Under existing PRC foreign exchange regulations, Renminbi is freely convertible to foreign
currencies with respect to “current account” transactions, but not with respect to “capital account”
transactions. Approval or registration from SAFE or its local branch is required where Renminbi is to
be converted into foreign currency and remitted out of China to pay capital expenses such as the
repayment of loans denominated in foreign currencies. Dividend payments are current account
transactions, which can be made in foreign currencies by complying with certain procedural
requirements but do not require prior approval from SAFE. In light of the flood of capital outflows
from China in 2016 due to the weakening Renminbi, the PRC government has imposed more restrictive
foreign exchange policies and stepped up scrutiny of major outbound capital movement. More
restrictions and substantial vetting process have been put in place by SAFE to regulate cross-border
capital account transactions. The PRC government may at its discretion further restrict access in the
future to foreign currencies for current account transactions. If the foreign exchange control system
prevents us from obtaining sufficient foreign currency to satisfy our currency demands, we may not be
able to pay dividends in foreign currencies to our shareholders.

Fluctuations in exchange rates of Renminbi against foreign currencies could materially affect our
reported results of operations.

The value of Renminbi against foreign currencies, including Hong Kong dollars and U.S. dollars,
is affected by, among other things, changes in political and economic conditions in China and by
China’s foreign exchange policies. It is difficult to predict how market forces or government policies
may impact the exchange rate between the Renminbi and the Hong Kong dollar, the U.S. dollar or other
currencies in the future. In addition, the PBOC regularly intervenes in the foreign exchange market to
limit fluctuations in Renminbi exchange rates and achieve policy goals.

For the years ended 2017, 2018 and 2019, the six months ended June 30, 2020 and the three
months ended September 30, 2020, we booked exchange gains of RMB171.4 million, RMB44.1 million,
exchange loss of RMBO0.5 million, exchange gains of RMB4.4 million and exchange loss of RMB3.9
million, respectively, on translation of financial statements on our consolidated statements of
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comprehensive income. As all of our total income is denominated in Renminbi, any significant
revaluation of Renminbi may materially and adversely affect our cash flows, total income, earnings and
financial position, and the value of, and any dividends payable on, our shares in Hong Kong dollars or
U.S. dollars. For example, if we decide to convert our Renminbi into Hong Kong dollars or U.S. dollars
for the purpose of making payments for dividends on our shares or for other business purposes,
appreciation of Hong Kong dollars or U.S. dollars against the Renminbi would have a negative effect
on the U.S. dollar amount available to us. Conversely, to the extent that we need to convert Hong Kong
dollars or U.S. dollars we receive from this offering into Renminbi for our operations, appreciation of
Renminbi against Hong Kong dollars or U.S. dollar would have an adverse effect on the Renminbi
amount we would receive from the conversion.

Increase in labor cost in China may adversely affect our business and results of operation.

The economy in China has experienced increases in inflation and labor costs in recent years. As a
result, average wages in China are expected to continue to increase. In addition, we are required by
PRC laws and regulations to pay various statutory employee benefits, including pension, housing fund,
medical insurance, work-related injury insurance, unemployment insurance and maternity insurance to
designated government authorities for the benefit of our employees. The relevant government
authorities may examine whether an employer has made adequate payments to the statutory employee
benefits, and those employers who fail to make adequate payments may be subject to late payment fees,
fines and/or other penalties. We expect that our labor costs, including wages and employee benefits,
will continue to increase. Unless we are able to control our labor costs or pass on these increased labor
costs, our financial condition and results of operations may be adversely affected.

We rely on dividends and other distributions on equity paid by our PRC subsidiaries to fund any cash
and financing requirements we may have, and any limitation on the ability of our PRC subsidiaries
to make payments to us could have a material adverse effect on our ability to conduct our business.

We are a holding company, and we rely on dividends and other distributions on equity paid by our
PRC subsidiaries for our cash and financing requirements, including the funds necessary to pay
dividends and other cash distributions to our shareholders and repay any debt we may incur. If any of
our PRC subsidiaries incurs debt on its own behalf in the future, the instruments governing the debt
may restrict its ability to pay dividends or make other distributions to us. Under PRC laws and
regulations, our PRC subsidiaries may pay dividends only out of their respective accumulated after-tax
profits as determined in accordance with PRC accounting standards and regulations. In addition, each of
our PRC subsidiaries is required to set aside at least 10% of its accumulated after-tax profits each year,
if any, to fund certain statutory reserve funds, until the aggregate amount of such funds reaches 50% of
its registered capital. At its discretion, each of our PRC subsidiaries may allocate a portion of its
after-tax profits based on PRC accounting standards to staff welfare and bonus funds. These reserve
funds and staff welfare and bonus funds are not distributable as cash dividends.

Any limitation on the ability of our PRC subsidiaries to pay dividends or make other distributions
to us could materially and adversely limit our ability to grow, make investments or acquisitions that
could be beneficial to our business, pay dividends, or otherwise fund and conduct our business. See
also “— If we are classified as a PRC resident enterprise for PRC income tax purposes, such
classification could result in unfavorable tax consequences to us and our non-PRC shareholders.”
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PRC regulations on loans and direct investments by offshore holding companies to PRC entities may
delay or prevent us from making loans or additional capital contributions to our PRC entities.

We are an offshore holding company primarily conducting our operations in China. We may make
loans or additional capital contributions to our PRC subsidiaries subject to approval by or registration
with relevant government authorities in China.

Any loans to our PRC subsidiaries, which are treated as foreign invested enterprises, or FIEs,
under PRC law, are subject to PRC regulations and foreign exchange loan registrations. For example,
any foreign loan procured by our PRC subsidiaries is required to be registered with the State
Administration of Foreign Exchange, or SAFE, or its local branches, and our PRC subsidiaries may not
procure loans which exceed the difference between their respective registered capital and registered
total investment amount. Additionally, any medium or long-term loan to be provided by us to our PRC
subsidiaries must be recorded and registered by the National Development and Reform Committee and
SAFE or its local branches. We may also decide to finance our PRC subsidiaries by means of capital
contributions. According to the relevant PRC regulations on FIEs in China, capital contributions to our
PRC subsidiaries are subject to the requirement of making necessary filings in the Foreign Investment
Comprehensive Management Information System and registration with other government authorities in
China.

In March 2015, SAFE promulgated the Circular on Reforming the Management Approach
Regarding the Foreign Exchange Capital Settlement of Foreign-Invested Enterprises (<[~ ek &= 41 i 4%
A 2EHNE A S AT 5 XA ), or SAFE Circular 19, which took effect on June 1, 2015.
Although SAFE Circular 19 allows foreign-invested enterprises to settle their foreign exchange capital
at their discretion, it also reiterates the principle that Renminbi converted from foreign
currency-denominated capital of an FIE may not be directly or indirectly used for expenditures beyond
its business scopes. In June 2016, SAFE promulgated the Circular on Reforming and Standardizing the
Administrative Provisions on Capital Account Foreign Exchange ([ ol ¥ 1 K 6 % A TE H 4% FE 4 B
BUR A HTY), or SAFE Circular 16. SAFE Circular 16 reiterates some of the rules set forth in SAFE
Circular 19, but changes the prohibition against using Renminbi converted from foreign
currency-denominated registered capital of an FIE to issue Renminbi entrusted loans to a prohibition
against using such capital to issue loans to non-associated enterprises. Violations of SAFE Circular 19
and SAFE Circular 16 could result in administrative penalties. SAFE Circular 19 and SAFE Circular 16
may significantly limit our ability to transfer to and use in China the net proceeds from this offering,
which may adversely affect our business, financial condition and results of operations.

In light of the various requirements imposed by PRC laws and regulations on loans to, and direct
investment in, PRC entities by offshore holding companies, we cannot assure you that we will be able
to complete such recording or registrations on a timely basis, if at all, with respect to future capital
contributions or foreign loans by us to our PRC subsidiaries. If we fail to complete such recording or
registration, our ability to use the proceeds of this offering and to capitalize our PRC operations may be
negatively affected, which could adversely affect our liquidity and our ability to fund and expand our
business.
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The M&A Rules and certain other PRC regulations establish complex procedures for some
acquisitions of Chinese companies by foreign investors, which could make it more difficult for us to
pursue growth through acquisitions in China.

In August 2006, six PRC regulatory authorities, including the PRC Ministry of Commerce,
promulgated the Regulations on Mergers and Acquisitions of Domestic Companies by Foreign Investors
(CBEA HMEI 4% & 3 O i 58 N 2E 1 BLAE ) ), or the M&A Rules, which became effective on September 8,
2006 and were amended on June 22, 2009. Among other things, the M&A Rules and some other
regulations and rules concerning mergers and acquisitions established additional procedures and
requirements that could make merger and acquisition activities by foreign investors more
time-consuming and complex. For example, the M&A Rules require that the PRC Ministry of
Commerce be notified in advance of any change-of-control transaction in which a foreign investor takes
control of a PRC domestic enterprise, if (i) any important industry is concerned, (ii) such transaction
involves factors that impact or may impact national economic security, or (iii) such transaction will lead
to a change in control of a domestic enterprise which holds a famous trademark or PRC time-honored
brand. Moreover, the PRC Anti-Monopoly Law (< % A RALFIE fZ 82877 )) requires that the PRC
Ministry of Commerce shall be notified in advance of any concentration of undertaking if certain
thresholds are triggered. In addition, the security review rules issued by the PRC Ministry of Commerce
that became effective in September 2011 specify that mergers and acquisitions by foreign investors that
raise “national defense and security” concerns and mergers and acquisitions through which foreign
investors may acquire de facto control over domestic enterprises that raise “national security” concerns
are subject to strict review by the PRC Ministry of Commerce, and the rules prohibit any activities
attempting to bypass a security review, including by structuring the transaction through a proxy or
contractual control arrangement. We cannot preclude the possibility that the PRC Ministry of Commerce
or other government authorities may publish interpretations to broaden the scope of such security
review in the future. Although we have no current plans to make any direct acquisitions in China, we
may elect to grow our business in the future in part by directly acquiring complementary businesses.
Complying with the requirements of these regulations to complete such transactions could be
time-consuming, and any required approval processes, including obtaining approval from the PRC
Ministry of Commerce, may delay or inhibit our ability to complete such transactions.

We may be treated as a PRC resident enterprise for PRC tax purposes, which may subject us to PRC
income taxes on our worldwide income and PRC withholding taxes on interest we pay on the Notes.

Under PRC tax laws effective prior to January 1, 2008, dividends, interest and other amounts paid
to foreign investors by foreign-invested enterprises, such as amounts paid to us by our operating
subsidiaries in China, were exempt from PRC withholding tax. Under the new PRC Enterprise Income
Tax Law (FF#EARILAEBZEFTERE) or the EIT Law, effective from January 1, 2008, and its
implementation rules, enterprises established outside the PRC whose “de facto management bodies” are
located in China are considered “resident enterprises” for PRC tax purposes. The implementation rules
define the term “de facto management body” as a management body that exercises full and substantial
control and management over the business, personnel, accounts and properties of an enterprise. In April
2009, the SAT specified certain criteria for the determination of the “de facto management bodies” for
foreign enterprises that are controlled by PRC enterprises. However, there have been no official
implementation rules regarding the determination of the “de facto management bodies” for foreign
enterprises that are not controlled by PRC enterprises (including companies like ourselves).
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We hold our shareholders’ meetings and board meetings outside China and keep our shareholders’
list outside China. However, most of our directors and senior management are currently based inside
China and we keep our books of account inside China. The above elements may be relevant for the tax
authorities in determining whether we are PRC resident enterprises for tax purposes. However, there is
no clear standard published by the tax authorities for making such determination.

Although it is unclear under PRC tax law whether we have a “de facto management body” located
in China for PRC tax purposes, we take the position that we are not a PRC resident enterprise for tax
purposes. We cannot assure you that the tax authorities will agree with our position. If we are deemed
to be a PRC resident enterprise for EIT purposes, we would be subject to the PRC enterprise income
tax at the rate of 25% on our worldwide income. Furthermore, we would be obligated to withhold PRC
income tax of up to 7%, subject to approval by the relevant tax authorities, on payments of interest and
certain other amounts on the Notes to investors that are non-resident enterprises located in Hong Kong
or 10% on payments of interest and other amounts on the Notes to investors that are non- resident
enterprises located outside Hong Kong (or we may be required to withhold 20% in the case of
payments to individuals), because the interest and other amounts would be regarded as being derived
from sources within the PRC. In addition, if we fail to do so, we may be subject to fines and other
penalties. Similarly, any gain realized by such non-resident enterprise investor from the transfer of the
Notes would be regarded as being derived from sources within the PRC and accordingly would be
subject to up to 10% of PRC withholding tax (or 20% in the case of individuals).

We benefit from certain preferential tax treatment, the loss of which could have an adverse impact on
our results of operations and financial position.

We currently benefit from certain preferential tax treatment. One of our PRC subsidiaries, VC
Financial Technology, is qualified as a high and new technology enterprise in Shanghai and therefore
enjoys the preferential tax rate of 15% for its income tax from 2018 to 2020. VC Financial Technology
is our main operating entity engaged in loan facilitation services. We cannot assure you that we will
continue to benefit from such preferential tax treatment or that such tax policies will be extended.
Expiration or changes to any preferential tax treatment, tax concessions or tax allowances applicable to
us or our subsidiaries could adversely affect our financial condition.

Certain of our leased property interests may be defective and we may be forced to relocate operations
affected by such defects, which could cause significant disruption to our business and have a
negative impact on our operation and financial results.

As of September 30, 2020, we lease a majority of the premises used in our operations from third
parties. With respect to a portion of these leased properties, the lessors failed to provide valid title
certificates or authorization of sublease for our leased properties. According to PRC laws and
regulations, in situations where a lessor lacks evidence of the title or the right to lease, the relevant
lease agreement may not be valid or enforceable, and we may face challenges from third parties
regarding our leasehold rights. We cannot assure you that such defects can be cured at reasonable costs,
or at all. If we are required to relocate our operations due to such defects, our operations may be
affected and additional relocation costs may be incurred. In addition, none of our lease agreements have
been registered with the competent governmental authority. According to PRC laws and regulations, the
failure to register the lease agreement will not affect its effectiveness between the tenant and the lessor.
However, the lessor and the tenant may be subject to administrative fines of up to RMB10,000 each for
such failure to register the lease.
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As of September 30, 2020, we are not aware of any action, claim or investigation being conducted
or threatened by any third parties or the competent government authorities with respect to the defects in
our leased properties. However, if we are unable to continue our operations on the current premises or
find a suitable replacement on a timely basis or at reasonable costs, or if we are fined or penalized by
government authorities due to our lessors’ failure to register our lease agreements, our business and
financial condition may be negatively impacted.

Failure to comply with PRC regulations regarding the registration requirements for employee share
ownership plans or share option plans may subject the PRC plan participants or us to fines and other
legal or administrative sanctions.

In February 2012, SAFE promulgated the Notice on Issues Concerning the Foreign Exchange
Administration for Domestic Individuals Participating in Stock Incentive Plans of Overseas Publicly
Listed Companies (€ [BA 5% AR A\ 2 BLEE A1 F 1728 =) FORE B =1 8 1 RE 45 21 B B A 48 40 )). Under
such notice and other relevant rules and regulations, individuals participating in any stock incentive
plan of any overseas publicly listed company who are PRC citizens or non-PRC citizens who reside in
China for a continuous period of not less than one year, subject to a few exceptions, are required to
register with SAFE through a qualified PRC agent, which could be a PRC subsidiary of such overseas
listed company, and complete certain other procedures. The participants must also retain an overseas
entrusted institution to handle matters in connection with their exercise of stock options, the purchase
and sale of corresponding stocks or interests and fund transfers. In addition, the PRC agent is required
to amend the SAFE registration with respect to the stock incentive plan if there is any material change
to the stock incentive plan, the PRC agent or the overseas-entrusted institution or other material
changes. We and our executive officers and other employees who are PRC citizens or non-PRC citizens
who reside in China for a continuous period of not less than one year and have been granted options are
subject to these regulations following the completion of the listing of our shares on the Main Board of
SEHK in 2018. Failure by these individuals to complete their SAFE registrations may subject us and
them to fines and other legal sanctions and may also limit our ability to contribute additional capital
into our PRC subsidiaries, limit our PRC subsidiaries’ ability to distribute dividends to us or otherwise
materially and adversely affect our business, financial condition and results of operations. For a
discussion of such rules on stock incentive plans, see “Regulations — Regulations Relating to Stock
Incentive Plans.”

In addition, SAT, has issued certain circulars concerning employee share options and restricted
shares. Under these circulars, our employees working in China who exercise share options or are
granted restricted shares will be subject to PRC individual income tax. Our PRC subsidiaries have
obligations to file documents related to employee share options or restricted shares with relevant tax
authorities and to withhold individual income taxes of those employees who exercise their share
options. If our employees fail to pay or we fail to withhold their income taxes according to relevant
laws and regulations, we may face sanctions imposed by the tax authorities or other PRC government
authorities.

Risks Relating to the Notes
The Notes are subject to optional redemption by the Company.
Pursuant to terms of the Notes, the Company may elect to redeem the Notes prior to their maturity

in whole or in part at the price specified in the section entitled “Description of the Notes — Optional
Redemption.” An optional redemption feature is likely to limit the market value of the Notes. During
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any period when we may elect to redeem Notes, the market value of those Notes generally will not rise
substantially above the price at which they can be redeemed. This may also be the case prior to any
redemption period. We may be expected to redeem Notes when the current financing cost is lower than
the interest rate on the Notes. In such case, a holder of the Notes generally would not be able to
reinvest the redemption proceeds at an effective interest rate as high as the interest rate on the Notes
being redeemed and may only be able to reinvest so at a significantly lower rate. It may therefore cause
a negative financial impact on the holders of the Notes. Potential investors should consider
reinvestment risk in light of other investments available at that time.

The Trustee may request the holders of the Notes to provide an indemnity and/or security and/or
prefunding to its satisfaction.

In certain circumstances, including without limitation giving of notice to the Company and taking
enforcement steps pursuant to terms of the Notes, the Trustee may, at its sole discretion, request the
holders of the Notes to provide an indemnity and/or security and/or prefunding to its satisfaction before
it takes actions on behalf of the holders of the Notes. The Trustee shall not be obliged to take any such
actions if not indemnified and/or secured and/or prefunded to its satisfaction. Negotiating and agreeing
to an indemnity and/or security and/or prefunding can be a lengthy process and may impact on when
such actions can be taken. The Trustee may not be able to take actions, notwithstanding the provision of
an indemnity or security or prefunding to it, in breach of the terms of the trust deed or the terms of the
Notes and in circumstances where there is uncertainty or dispute as to the applicable laws or
regulations and, to the extent permitted by the agreements and the applicable law, it will be for the
holders of the Notes to take such actions directly.

We are a holding company and payments with respect to the Notes are structurally subordinated to
liabilities, contingent liabilities and obligations of our subsidiaries.

We are a holding company with no material operations. We conduct our operations through our
PRC subsidiaries. The Notes will not be guaranteed by any current or future PRC subsidiaries or certain
of our other existing subsidiaries, and will be initially guaranteed by Vision Credit Limited and Asia
Jumbo Group Limited. Our primary assets are ownership interests in our PRC subsidiaries, which are
held through the Subsidiary Guarantors, the JV Subsidiary Guarantors (if any) and certain
Non-Guarantor Subsidiaries (if any) incorporated outside China. The Subsidiary Guarantors do not, and
the JV Subsidiary Guarantors (if any) may not, have material operations. Accordingly, our ability to pay
principal and interest on the Notes and the ability of the Subsidiary Guarantors and the JV Subsidiary
Guarantors (if any) to satisfy their obligations under the Subsidiary Guarantees or JV Subsidiary
Guarantees (as the case may be) will depend upon our receipt of distributions of dividends principally
from our PRC subsidiaries. Further, the consolidated financial statements of the Company and our
subsidiaries includes entities that are not Subsidiary Guarantors or JV Subsidiary Guarantors (if any).
Potential investors should take this into consideration when deciding whether to invest in the Notes.

Creditors, including our lenders and funding partners of our PRC subsidiaries and any holders of
preferred shares in such entities, would have a claim on our PRC subsidiaries’ assets that would be
prior to the claims of the holders of the Notes. As a result, our payment obligations under the Notes
will be effectively subordinated to all existing and future obligations of our PRC subsidiaries (including
obligations of our PRC subsidiaries under guarantees issued in connection with our business), and all
claims of creditors of our PRC subsidiaries, will have priority as to the assets of such entities over our
claims and those of our creditors, including holders of the Notes. As of September 30, 2020, our PRC
subsidiaries had unsubordinated indebtedness in the amount of RMB3,621.9 million (US$533.4 million)
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and had not provided guarantees to PRC banks in respect of the loans and financing provided by banks
and our funding partners to our customers. In addition, our secured creditors would have priority as to
our assets securing the related obligations over claims of holders of the Notes.

We have substantial indebtedness and may incur substantial additional indebtedness in the future,
which could adversely affect our financial health and our ability to generate sufficient cash to satisfy
our outstanding and future debt obligations.

We now have, and will continue to have after the offering of the Notes, a substantial amount of
indebtedness. Our total borrowings as of December 31, 2017, 2018 and 2019, June 30, 2020 and
September 30, 2020 were approximately RMB11,063.1 million, RMB8,170.2 million, RMB9,236.3
million, RMB5,525.8 million and RMB4,168.0 million, respectively.

Our substantial indebtedness could have important consequences to you. For example, it could:
. limit our ability to satisfy our obligations under the Notes and other debt;
. increase our vulnerability to adverse general economic and industry conditions;

. require us to dedicate a substantial portion of our cash flow from operations to servicing and
repaying our indebtedness, thereby reducing the availability of our cash flow to fund
working capital, capital expenditures and other general corporate purposes;

. limit our flexibility in planning for or reacting to changes in our businesses and the industry
in which we operate;

. place us at a competitive disadvantage compared to our competitors that have less debt;

. limit, along with the financial and other restrictive covenants of our indebtedness, among
other things, our ability to borrow additional funds; and

. increase the cost of additional financing.

In the future, we may from time to time incur substantial additional indebtedness and contingent
liabilities. Although the indentures governing the 2021 Notes and the Notes and other financing
agreements restrict us and our Restricted Subsidiaries from incurring additional debt and contingent
liabilities, these restrictions are subject to important exceptions and qualifications. If we or our
subsidiaries incur additional debt, the risks that we face as a result of our already substantial
indebtedness and leverage could intensify.

Our ability to generate sufficient cash to satisfy our outstanding and future debt obligations will
depend upon our future operating performance, which will be affected by prevailing economic
conditions and financial, business and other factors, many of which are beyond our control. We
anticipate that our operating cash flow will be sufficient to meet our anticipated operating expenses and
to service our debt obligations as they become due. However, we may not generate sufficient cash flow
for these purposes. If we are unable to service our indebtedness, we will be forced to adopt an
alternative strategy that may include actions such as reducing or delaying capital expenditures, selling
assets, restructuring or refinancing our indebtedness or seeking equity capital. These strategies may not
be instituted on satisfactory terms, if at all.
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In addition, the terms of the indentures governing the 2021 Notes and the Notes and other
financing agreements prohibit us from incurring additional indebtedness unless (i) we are able to satisfy
certain financial ratios or (ii) we are able to incur such additional indebtedness pursuant to any of the
exceptions to the financial ratios requirements, and meet any other applicable restrictions. Our ability to
meet our financial ratios may be affected by events beyond our control. We cannot assure you that we
will be able to meet these ratios. Certain of our financing arrangements also impose operating and
financial restrictions on our business. This in turn may impact our ability to raise funds through equity
financing. See “Description of Other Material Indebtedness.” Such restrictions in the 2021 Notes, the
Notes and our other financing arrangements may negatively affect our ability to react to changes in
market conditions, take advantage of business opportunities we believe to be desirable, obtain future
financing, fund needed capital expenditures, or withstand a continuing or future downturn in our
business. Any of these factors could materially and adversely affect our ability to satisfy our obligations
under the 2021 Notes, the Notes and our other debt.

The Notes are not secured by our assets and the lenders under our credit facilities will be entitled to
remedies available to secured lenders, which gives them priority over the holder of the Notes.

Payment obligations under the Notes, the Subsidiary Guarantees and JV Subsidiary Guarantees (if
any) are not secured by any assets, including the Debt Service Account. The Notes will be effectively
subordinated in right of payment to all of our secured indebtedness to the extent of the value of the
assets securing such indebtedness. Creditors, including our lenders and funding partners of our PRC
subsidiaries and any holders of preferred shares in such entities, would have a claim on our PRC
subsidiaries’ assets that would be prior to the claims of the holders of the Notes. As a result, our
payment obligations under the Notes will be effectively subordinated to all existing and future
obligations of our PRC subsidiaries (including obligations of our PRC subsidiaries under guarantees
issued in connection with our business), and all claims of creditors of our PRC subsidiaries, will have
priority as to the assets of such entities over our claims and those of our creditors, including holders of
the Notes. As of September 30, 2020, our PRC subsidiaries had unsubordinated indebtedness in the
amount of RMB3,621.9 million (US$533.4 million) and had not provided guarantees to PRC banks in
respect of the loans and financing provided by banks and our funding partners to our customers. In
addition, our secured creditors would have priority as to our assets securing the related obligations over
claims of holders of the Notes. For example, the secured creditors could foreclose and sell those assets
in which they have been granted a security interest to the exclusion of the holder of the Notes, even if
an event of default exists under the Notes at that time. As a result, upon the occurrence of any of these
events, there may not be sufficient funds to pay amounts due on the Notes.

The Company or the Subsidiary Guarantors may make amendments to and seek waivers from certain
provisions of the Indenture.

Under certain circumstances as described below under “Description of the Notes — Amendments
and Waiver — Amendments Without Consent of Holders,” the Company or the Subsidiary Guarantors
may, from time to time, and without prior consultation with the holders of Notes, make certain
amendments to the Indenture. Further, under certain circumstances as described below under
“Description of the Notes — Amendments and Waiver — Amendments With Consent of Holders,” the
Company or the Subsidiary Guarantors may, from time to time, and with the consent of the holders of
Notes of not less than a majority in aggregate principal amount of the outstanding Notes, make certain
amendments to the Indenture or waive future compliance by the Company, the Subsidiary Guarantors
and the JV Subsidiary Guarantors, if any, with certain provisions of the Indenture. If the requisite
consents are obtained (if required) and/or the relevant conditions are satisfied (or waived) and such
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amendments or waivers become operative, all holders of Notes will be bound by the terms of the
Indenture as amended, whether or not a holder of Notes delivered such a consent. Such amendments or
waivers could materially increase the credit risks faced by holders of Notes or could otherwise be
materially adverse to the interests of the holders of Notes.

Our subsidiaries are subject to restrictions on the payment of dividends and the repayment of
intercompany loans or advances to us and our subsidiaries.

As a holding company, we depend, and will depend in the future, on the receipt of dividends and
the interest or principal payments on intercompany loans or advances from our subsidiaries, including
our PRC subsidiaries, to satisfy our obligations, including our obligations under the Notes. The ability
of our subsidiaries to pay dividends and make payments on intercompany loans or advances to their
shareholders is subject to, among other things, distributable earnings, cash flow conditions, restrictions
contained in the articles of association of our subsidiaries, restrictions contained in the debt instruments
of such subsidiaries and applicable laws. These restrictions could reduce the amounts that we receive
from our subsidiaries, which would restrict our ability to meet our payment obligations under the Notes
and the ability of the Subsidiary Guarantors or JV Subsidiary Guarantors (if any) to satisfy their
obligations under the Subsidiary Guarantees or JV Subsidiary Guarantees, as the case may be.

In addition, if any of our subsidiaries raises capital by issuing equity securities to third parties,
dividends declared and paid with respect to such equity securities would not be available to us to make
payments on the Notes.

PRC laws and regulations permit payment of dividends only out of accumulated profits as
determined in accordance with PRC accounting standards and regulations and such profits differ from
profits determined in accordance with IFRS in certain significant respects, including the use of different
bases of recognition of revenue and expenses. Our PRC subsidiaries are also required to set aside a
portion of their after-tax profits according to PRC accounting standards and regulations to fund certain
reserve funds that are not distributable as cash dividends by the board of directors. In practice, our PRC
subsidiaries may pay dividends once a year. As a result of such limitations, there could be timing
limitations on payments from our PRC subsidiaries to meet payments required by the Notes or
obligations under the Subsidiary Guarantees or JV Subsidiary Guarantees as the case may be, and there
could be restrictions on payments required to pay off the Notes at maturity or as required for any early
redemption.

Furthermore, in practice, the market interest rate that our PRC subsidiaries can pay with respect to
offshore loans generally may not exceed comparable interest rates in the international finance markets.
The interest rates on shareholders’ loans paid by our subsidiaries, therefore, are likely to be lower than
the interest rate for the Notes. Our PRC subsidiaries are also required to pay a 10% withholding tax on
our behalf on the interest paid under any shareholders’ loans. PRC regulations require any of our
non-PRC subsidiaries making shareholder loans in foreign currencies to our PRC subsidiaries to be
registered with SAFE. Prior to payment of interest and principal on any such shareholder loan, the PRC
subsidiaries must present evidence of payment of the 10% withholding tax on the interest payable in
any such shareholder loan and evidence of registration with SAFE, as well as any other documents that
SAFE or its local branch may require.
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As a result of the foregoing, we cannot assure you that we will have sufficient cash flow from
dividends or payments on intercompany loans or advances from our subsidiaries to satisfy our
obligations under the Notes or the obligations of the Subsidiary Guarantors or JV Subsidiary Guarantors
(if any) under the Subsidiary Guarantees or JV Subsidiary Guarantees as the case may be.

We may be subject to risks presented by fluctuations in exchange rates between Renminbi and other
currencies, particularly U.S. dollars.

The Notes are denominated in U.S. dollars, while substantially all of our revenues are generated
by our PRC operating subsidiaries and are denominated in Renminbi. Pursuant to reforms of the
exchange rate system announced by the PBOC on July 21, 2005, RMB-to-foreign currency exchange
rates are allowed to fluctuate within a narrow and managed band against a basket of foreign currencies,
rather than being effectively linked to the U.S. dollar. There remains significant international pressure
on the PRC government to adopt a more flexible currency policy. On June 20, 2010, the PBOC
announced its intention to further reform the Renminbi exchange rate regime by allowing greater
flexibility in the Renminbi exchange rate, which could result in a further and more significant
appreciation of the Renminbi against the U.S. dollar or other foreign currency. These changes in
currency policy resulted in the Renminbi appreciating against the U.S. dollar by approximately 28.8%
from July 21, 2005 to December 31, 2011, according to rates published by Bloomberg. These changes
in currency policy resulted in Renminbi appreciating against the U.S. dollar and the H.K. dollar from
2005 to 2013. In August 2015, the Renminbi experienced a substantial devaluation as a result of
adjustments made by the PBOC to the reference Renminbi to U.S. dollar exchange rate. The Renminbi
may appreciate or depreciate significantly in value against the U.S. dollar in the medium to long term.
Moreover, it is possible that in the future, PRC authorities may lift restrictions on fluctuations in
Renminbi exchange rates and lessen intervention in the foreign exchange market.

The PRC government may adopt further reforms of its exchange rate system, including making the
Renminbi freely convertible in the future. If such reforms were implemented and resulted in
devaluation of the Renminbi against the U.S. dollar, our financial condition and results of operations
could be adversely affected because of our substantial U.S. dollar-denominated indebtedness and other
obligations. Such a devaluation could also adversely affect the value, translated or converted to U.S.
dollars or otherwise, of our earnings and our ability to satisfy our obligations under the Notes.

There are limited hedging instruments available in China to reduce our exposure to exchange rate
fluctuations between the Renminbi and other currencies. To date, we have not entered into any hedging
transactions to reduce our exposure to such risks. Following the offering of the Notes, we may enter
into foreign exchange or interest rate hedging agreements in respect of our U.S. dollar denominated
liabilities under, amongst others, the Notes. These hedging agreements may require us to pledge or
transfer cash and other collateral to secure our obligations under such agreements, and the amount of
collateral required may increase as a result of mark- to-market adjustments. The Initial Purchasers and
their affiliates may enter into such hedging agreements permitted under the indenture governing the
Notes, and these agreements may be secured by pledges of our cash and other assets as permitted under
the indenture. If we were unable to provide such collateral, it could constitute a default under such
agreements.
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We may not be able to repurchase the Notes upon a Change of Control Triggering Event

We must offer to purchase the Notes upon the occurrence of a Change of Control Triggering Event
at a purchase price equal to 101% of the principal amount plus accrued and unpaid interest. See
“Description of the Notes.”

The source of funds for any such purchase would be our available cash or third-party financing.
However, we may not have enough available funds at the time of the occurrence of any Change of
Control Triggering Event to make purchases of outstanding Notes. Our failure to make the offer to
purchase or purchase the outstanding Notes would constitute an event of default under the Notes. The
event of default may, in turn, constitute an event of default under other indebtedness, any of which
could cause the related debt to be accelerated after any applicable notice or grace periods. If our other
debt were to be accelerated, we may not have sufficient funds to purchase the Notes and repay the debt.

In addition, the definition of Change of Control Triggering Event for purposes of the indenture
governing the Notes does not necessarily afford protection for the holders of the Notes in the event of
some highly leveraged transactions, including certain acquisitions, mergers, refinancings, restructurings
or other recapitalizations, although these types of transactions could increase our indebtedness or
otherwise affect our capital structure or credit ratings. The definition of Change of Control for purposes
of the indenture governing the Notes also includes a phrase relating to the sale of “all or substantially
all” of our assets. Although there is a limited body of case law interpreting the phrase “substantially
all,” there is no precise established definition under applicable law. Accordingly, our obligation to make
an offer to purchase the Notes, and the ability of a holder of the Notes to require us to purchase its
Notes pursuant to the offer as a result of a highly-leveraged transaction or a sale of less than all of our
assets may be uncertain.

There may be difficulties in enforcing United States judgments against us and our management.

We are registered by way of continuation in the Cayman Islands. All of our directors and
management (and certain of the other parties named in this offering memorandum) reside outside the
United States, and all of our assets are located outside the United States. As a result, it may be difficult
or impossible for investors to effect service of process upon us or such persons within the United States
or other jurisdictions, or to enforce against us or such persons in such jurisdiction, judgments obtained
in courts of that jurisdiction, including judgments predicated upon the civil liability provisions of the
federal securities laws of the United States. In particular, you should be aware that there is uncertainty
as to whether judgments of United States courts based upon the civil liability provisions of the federal
securities laws of the United States will be enforceable in the courts of the Cayman Islands and whether
the Cayman Islands courts will enter judgments in original actions brought in Cayman Islands courts
based solely upon the civil liability provisions of the federal securities laws of the United States.

Even if you are successful in bringing an action against us or our Directors or officers, the laws of
China may render you unable to enforce a judgment against our assets or the assets of our Directors and
officers. China does not have treaties providing for the reciprocal recognition and enforcement of
judgments of courts with the United States, the United Kingdom, Japan and many other developed
countries. Therefore, recognition and enforcement in China of judgments of a court in any of these
jurisdictions in relation to any matter not subject to a binding arbitration provision may be difficult or
even impossible.
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The insolvency laws of the Cayman Islands, Hong Kong, the British Virgin Islands and other local
insolvency laws may differ from U.S. bankruptcy law or those of other jurisdictions with which
holders of the Notes are familiar.

Because we and the initial Subsidiary Guarantors are registered by way of continuation or
incorporated, and the JV Subsidiary Guarantors (if any) may be incorporated, under the laws of the
Cayman lIslands, Hong Kong or the British Virgin Islands, an insolvency proceeding relating to us or
any such Subsidiary Guarantor or JV Subsidiary Guarantor, even if brought in the United States, would
likely involve Cayman Islands, Hong Kong or British Virgin Islands insolvency laws, the procedural
and substantive provisions of which may differ from comparable provisions of United States federal
bankruptcy law. In addition, our future Subsidiary Guarantors and JV Subsidiary Guarantors (if any) are
incorporated or may be incorporated in other non-U.S. jurisdictions and the insolvency laws of such
other jurisdictions may also differ from the laws of the United States or other jurisdictions with which
the holders of the Notes are familiar.

We conduct substantially all of our business operations in China through PRC-incorporated
subsidiaries. Vision Credit HK, one of the Subsidiary Guarantors, as equity holder in our PRC
subsidiaries, is necessarily subject to the bankruptcy and insolvency laws of China in a bankruptcy or
insolvency proceeding involving any of such PRC subsidiaries. Any JV Subsidiary Guarantors which
become equity holders of our PRC subsidiaries would also be subject to such laws. The PRC laws and
regulations relating to bankruptcy and insolvency and the legal proceedings in that regard may
significantly differ from those of the United States and other jurisdictions with which the holders of the
Notes are familiar. You should analyze these risks and related uncertainties carefully before you invest
in the Notes.

We may be unable to obtain and remit foreign exchange.

Our ability to satisfy our obligations under the Notes depends solely upon the ability of our
subsidiaries in the PRC to obtain and remit sufficient foreign currency to pay dividends to us. Our PRC
subsidiaries must present certain documents to SAFE, its authorized branch, or the designated foreign
exchange bank, for approval before they can obtain and remit foreign currencies out of the PRC
including evidence that the relevant PRC taxes have been paid. If any of our PRC subsidiaries for any
reason fails to satisfy any of the PRC legal requirements for remitting foreign currency, such PRC
subsidiary will be unable to pay us dividends, which would adversely affect our ability to satisfy our
obligations under the Notes.

Under PRC regulations, we may not be able to transfer to our PRC subsidiaries proceeds from this
offering in the form of a loan, which could impair our ability to make timely payments of interest, or
even principal, under the Notes.

According to the existing PRC rules and regulations relating to supervision of foreign debt, loans
by foreign companies to their subsidiaries in China, such as our PRC subsidiaries established as
foreign-invested enterprises in China, are considered foreign debt, and such loans must be registered
with the relevant local branches of SAFE. Such rules and regulations also provide that the total
outstanding amount of such foreign debt borrowed by any foreign-invested enterprise may not exceed
the difference between its total investment and its registered capital, each as approved by the relevant
PRC authorities. Without having the flexibility to transfer funds to our PRC subsidiaries as loans, we
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cannot assure you that sufficient dividend payments from our PRC subsidiaries will be available on
each interest payment date to pay the interest due and payable under the Notes, or on the maturity date
to pay the principal of the outstanding Notes.

If we are unable to comply with the restrictions and covenants in our debt agreements including the
indentures governing the 2021 Notes and the Notes, there could be a default under the terms of these
agreements, which could cause repayment of our debt to be accelerated.

If we are unable to comply with the restrictions and covenants in the indentures governing the
2021 Notes and the Notes, or our current or future debt and other agreements, there could be a default
under the terms of these agreements. In the event of a default under these agreements, the holders of
the debt could terminate their commitments to lend to us, accelerate the debt and declare all amounts
borrowed due and payable or terminate the agreements, as the case may be. Furthermore, some of our
debt agreements, including the indentures governing the 2021 Notes and the Notes, contain
cross-acceleration or cross-default provisions. As a result, our default under one debt agreement may
cause the acceleration of debt, including the Notes, or result in a default under our other debt
agreements, including the indenture governing the Notes. If any of these events occur, we cannot assure
you that our assets and cash flow would be sufficient to repay in full all of our indebtedness, or that we
would be able to find alternative financing. Even if we could obtain alternative financing, we cannot
assure you that it would be on terms that are favorable or acceptable to us.

Our operations are restricted by the terms of the Notes which could limit our ability to plan for or to
react to market conditions or meet our capital needs, which could increase your credit risk.

The indenture governing the Notes includes a number of significant restrictive covenants. These
covenants restrict, among other things, our ability, and the ability of our Restricted Subsidiaries, to:

. incur or guarantee additional indebtedness and issue disqualified or preferred stock;
. declare dividends on capital stock or purchase or redeem capital stock;

. make investments or other specified restricted payments;

. issue or sell capital stock of Restricted Subsidiaries;

. guarantee indebtedness of Restricted Subsidiaries;

. sell assets;

. create liens;

. enter into sale and leaseback transactions;

. enter into agreements that restrict the Restricted Subsidiaries’ ability to pay dividends,
transfer assets or make intercompany loans;

. enter into transactions with shareholders or affiliates; and

. effect a consolidation or merger.
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These covenants could limit our ability to plan for or react to market conditions or to meet our
capital needs. Our ability to comply with these covenants may be affected by events beyond our
control, and we may have to curtail some of our operations and growth plans to maintain compliance.

Certain transactions that constitute “connected transactions” under the Listing Rules will not be
subject to the “Limitation on Transactions with Shareholders and Affiliates” covenant.

Our shares are listed on SEHK and we are required to comply with the Listing Rules, which
provide, among other things, that any transaction between a listed company or any of its subsidiaries,
on the one hand, and a “connected person” of such listed company, on the other hand, is a “connected
transaction”; that, if the value of such transaction exceeds the applicable ratios, will require the prior
approval of the independent shareholders of such listed company. The definition of “connected person”
to a listed company includes, among others, any 10% or more shareholder of (i) such listed company or
(i) any subsidiary of such listed company. The concept of “connected person” also captures
“associates,” which include, among others, (a) any subsidiary of such “connected person,” (b) any
holding company of such “connected person” and any subsidiary of such holding company, and (c) any
company in which such entity or entities mentioned in (a) and (b) above taken together has/have the
power to exercise control, directly or indirectly, of 30% or more of the voting power of such company.

The “Limitation on Transactions with Shareholders and Affiliates” covenant in the Notes only
applies to transactions between the Company or any Restricted Subsidiary, on the one hand, and (x) any
holder (or any Affiliate of such holder) of 5.0% or more of the shares of the Company or (y) any
Affiliate of the Company, on the other hand. As such, transactions between the Company or any
Restricted Subsidiary, on the one hand, and an Affiliate of any Restricted Subsidiary, on the other hand,
will not be captured by such covenant, even though they may be connected transactions under the
Listing Rules and subject to any requirements under the Listing Rules to obtain approval from
independent shareholders. As a result, we are not required by the terms of the Notes to ensure that any
such transactions are on terms that are fair and reasonable, and we will not need to deliver officer’s
certificates or procure the delivery of fairness opinions of accounting, appraisal or investment banking
firms to the trustee of the Notes for any such transactions.

A trading market for the Notes may not develop, and there are restrictions on resales of the Notes.

The Notes are a new issue of securities for which there is currently no trading market. The
Company will seek a listing of the Notes on the SEHK. A confirmation of the eligibility of the listing
of the Notes has been received from the SEHK. We do not intend to apply for listing of the Notes on
any U.S. securities exchange or for quotation through an automated dealer quotation system. We have
been advised that the Joint Lead Managers intend to make a market in the Notes, but they are not
obligated to do so and may discontinue such market-making activity at any time without notice. In
addition, the Notes are being offered pursuant to exemptions from registration under the Securities Act
and, as a result, you will only be able to resell your Notes in transactions that have been registered
under the Securities Act or in transactions not subject to or exempt from registration under the
Securities Act. See “Transfer Restrictions.” We cannot predict whether an active trading market for the
Notes will develop or be sustained.
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The liquidity and price of the Notes following the offering may be volatile.

The price and trading volume of the Notes may be highly volatile. Factors such as variations in
our revenues, earnings and cash flows and proposals of new investments, strategic alliances and/or
acquisitions, interest rates and fluctuations in prices for comparable companies could cause the price of
the Notes to change. Any such developments may result in large and sudden changes in the volume and
price at which the Notes will trade. We cannot assure you that these developments will not occur in the
future. In addition, a large portion of the Notes may be held by a limited number of investors. Such
investors may not actively trade the Notes, which may result in limited liquidity of the Notes.

The holders of the Notes have no security interest in the Debt Service Account.

The funds in the Debt Service Account may only be used in accordance with the terms of the
Indenture. The Issuer has undertaken to deposit in the Debt Service Account an amount not less than an
amount equal to the Dollar Equivalent amount of one semi-annual interest payment under the Notes.
However, the Company’s commitment to fund the Debt Service Account does not constitute a security,
pledge, charge, lien or any other form of encumbrance over the funds in the Debt Service Account in
favor of the Trustee and the holders of the Notes. As a result, the holders of the Notes are unable to
enforce, take possession or dispose of any security over the funds in the Debt Service Account to
satisfy the Company’s obligations under the Notes. In addition, in the event of an insolvency of the
Company, the funds in the Debt Service Account may be subject to the insolvency claims of our
third-party creditors. The Trustee’s claim against the funds in the Debt Service Account will be an
unsecured claim and may rank lower in priority to any claims by our secured third-party creditors.

Certain facts and statistics are derived from publications not independently verified by us, the Joint
Lead Managers or our respective advisors.

Facts and statistics in this offering memorandum relating to China’s economy and the industry are
derived from publicly available sources. While we have taken reasonable care to ensure that the facts
and statistics presented are accurately reproduced from such sources, they have not been independently
verified by us, the Joint Lead Managers or our or their respective advisors and, therefore, we make no
representation as to the accuracy of such facts and statistics, which may not be consistent with other
information compiled within or outside China. Due to possibly flawed or ineffective calculation and
collection methods and other problems, the facts and statistics herein may be inaccurate or may not be
comparable to facts and statistics produced for other economies and should not be unduly relied upon.
Further, we cannot assure you that they are stated or compiled on the same basis or with the same
degree of accuracy as may be the case elsewhere.

We will follow the applicable corporate disclosure standards for debt securities listed on the SEHK,
which standards may be different from those applicable to debt securities listed in certain other
countries.

We will be subject to reporting obligations in respect of the Notes to be listed on the SEHK. The
disclosure standards imposed by the SEHK may be different than those imposed by securities exchanges
in other countries or regions such as the United States. As a result, the level of information that is
available may not correspond to what investors in the Notes are accustomed to.
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There may be less publicly available information about us than is available for public companies in
certain other jurisdictions.

There may be less publicly available information about companies listed in Hong Kong than is
regularly made available by public companies in certain other countries. In addition, our financial
statements are prepared and presented in accordance with IFRS, which differs in certain significant
respects from U.S. GAAP and the generally accepted accounting principles of other jurisdictions.

The Notes will initially be held in book entry form, and therefore you must rely on the procedures of
the relevant clearing systems to exercise any rights and remedies.

The Notes will initially only be issued as a global note and held through Euroclear and
Clearstream. Interests in the Notes represented by the global note will trade in book entry form only,
and notes in definitive registered form, or definitive registered notes, will be issued in exchange for
book-entry interests only in very limited circumstances. Owners of book entry interests will not be
considered owners or holders of the Notes. The nominee of the common depositary for Euroclear and
Clearstream will be the sole registered holder of the global note representing the Notes. Payments of
principal, interest and other amounts owing on or in respect of the global note representing the Notes
will be made to the Paying Agent, which will make payments to Euroclear and Clearstream. Thereafter,
these payments will be credited to accounts of participants that hold book-entry interests in the global
note representing the Notes and credited by such participants to indirect participants. After payment to
the nominee of the common depositary for Euroclear and Clearstream, we will have no responsibility or
liability for the payment of interest, principal or other amounts to the owners of book entry interests.
Accordingly, if you own a book entry interest, you must rely on the procedures of Euroclear and
Clearstream or, if you are not a participant in Euroclear and Clearstream, on the procedures of the
participant through which you own your interest, to exercise any rights and obligations of Noteholder
under the Indenture.

Unlike the holders of the Notes themselves, owners of book entry interests will not have the direct
right to act upon our solicitations for consents, requests for waivers or other actions from Noteholders.
Instead, if you own a book entry interest, you will be permitted to act only to the extent you have
received appropriate proxies to do so from Euroclear and Clearstream. The procedures implemented for
the granting of such proxies may not be sufficient to enable you to vote on a timely basis.

Similarly, upon the occurrence of an Event of Default under the Indenture, unless and until
definitive registered notes are issued in respect of all book entry interests, if you own a book entry
interest, you will be restricted to acting through Euroclear and Clearstream. The procedures to be
implemented through Euroclear and Clearstream may not be adequate to ensure the timely exercise of
rights under the Notes.

Risks Relating to the Subsidiary Guarantees and the JV Subsidiary Guarantees

Our initial Subsidiary Guarantors do not currently have significant operations and certain Subsidiary
Guarantees may in some cases be replaced by limited-recourse guarantees.

We conduct substantially all of our business operations through our PRC subsidiaries, but none of
our current PRC subsidiaries and their direct PRC or non-PRC subsidiaries will provide a Subsidiary
Guarantee or a JV Subsidiary Guarantee either upon issuance of the Notes or at any time thereafter. No
future subsidiaries that are organized under the laws of the PRC or their future PRC or non-PRC
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subsidiaries will provide a Subsidiary Guarantee or a JV Subsidiary Guarantee at any time in the future.
As a result, the Notes will be effectively subordinated to all the debt and other obligations, including
contingent obligations and trade payables, of the PRC subsidiaries. See the section entitled “Description
of the Notes — The Subsidiary Guarantees” for a list of the Non-Guarantor Subsidiaries.

The initial Subsidiary Guarantors that will guarantee the Notes do not have significant operations.
We cannot assure you that the initial Subsidiary Guarantors or any subsidiaries that may become
Subsidiary Guarantors or JV Subsidiary Guarantors in the future will have the funds necessary to
satisfy our financial obligations under the Notes if we are unable to do so. See the section entitled “—
Risks Relating to the Notes — We are a holding company and payments with respect to the Notes are
structurally subordinated to liabilities, contingent liabilities and obligations of our subsidiaries.”

In addition, a Subsidiary Guarantee required to be provided by a subsidiary of the Company under
the terms of the Notes may be replaced by a limited-recourse JV Subsidiary Guarantee following the
sale or issuance to a third party of a minority interest in such subsidiary or its direct or indirect
majority shareholders. Recovery under a JV Subsidiary Guarantee is limited to an amount equal to our
proportional interest in the issued share capital of such JV Subsidiary Guarantor multiplied by the fair
market value of the total assets in such JV Subsidiary Guarantor and its subsidiaries, on a consolidated
basis, as of the date of the last fiscal year end of the Company.

The Subsidiary Guarantees or JV Subsidiary Guarantees may be challenged under applicable
insolvency or fraudulent transfer laws, which could impair the enforceability of the Subsidiary
Guarantees or JV Subsidiary Guarantees.

Under bankruptcy laws, fraudulent transfer laws, insolvency or unfair preference or similar laws
in the Cayman Islands, the British Virgin Islands, Hong Kong and other jurisdictions where future
Subsidiary Guarantors or JV Subsidiary Guarantors (if any) may be established, a guarantee could be
voided, or claims in respect of a guarantee could be subordinated to all other debts of that guarantor if,
among other things, the guarantor, at the time it incurred the indebtedness evidenced by, or when it
gives, its guarantee:

. incurred the debt with the intent to hinder, delay or defraud creditors or was influenced by a
desire to put the beneficiary of the guarantee in a position which, in the event of the
guarantor’s insolvency, would be better than the position the beneficiary would have been in
had the guarantee not been given;

. received less than reasonably equivalent value or fair consideration for the incurrence of
such guarantee;

. was insolvent or rendered insolvent by reason of the incurrence of such guarantee;
. was engaged in a business or transaction for which the guarantor’s remaining assets
constituted unreasonably small capital (in the case of a guarantor incorporated outside the

British Virgin Islands only); or

. intended to incur, or believed that it would incur, debts beyond its ability to pay such debts
as they mature.
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The measure of insolvency for purposes of the foregoing will vary depending on the laws of the
applicable jurisdiction. Generally, however, a guarantor would be considered insolvent at a particular
time if it were unable to pay its debts as they fell due or if the sum of its debts was then greater than
all of its properties at a fair valuation or if the present fair saleable value of its assets was then less
than the amount that would be required to pay its probable liabilities in respect of its existing debts as
they became absolute and matured.

In addition, a guarantee may be subject to review under applicable insolvency or fraudulent
transfer laws in certain jurisdictions or subject to a lawsuit by or on behalf of creditors of the guarantor.
In such a case, the analysis set forth above would generally apply, except that the guarantee could also
be subject to the claim that, since the guarantee was not incurred for the benefit of the guarantor, the
obligations of the guarantor thereunder were incurred for less than reasonably equivalent value or fair
consideration.

In an attempt to limit the applicability of insolvency and fraudulent transfer laws in certain
jurisdictions, the obligations of the Subsidiary Guarantors or JV Subsidiary Guarantors (if any) under
the Subsidiary Guarantees or JV Subsidiary Guarantees (as the case may be) will be limited to the
maximum amount that can be guaranteed by the applicable Subsidiary Guarantor or JV Subsidiary
Guarantor without rendering the guarantee, as it relates to such Subsidiary Guarantor or JV Subsidiary
Guarantor, voidable under such applicable insolvency or fraudulent transfer laws.

If a court voids a Subsidiary Guarantee or JV Subsidiary Guarantee (as the case may be),
subordinates such guarantee to other indebtedness of the Subsidiary Guarantor or JV Subsidiary
Guarantor, or holds the Subsidiary Guarantee or JV Subsidiary Guarantee (as the case may be)
unenforceable for any other reason, holders of the Notes would cease to have a claim against that
Subsidiary Guarantor or JV Subsidiary Guarantor based upon such guarantee, would be subject to the
prior payment of all liabilities (including trade payables) of such Subsidiary Guarantor or JV Subsidiary
Guarantor (as the case may be), and would solely be creditors of us and any Subsidiary Guarantors or
JV Subsidiary Guarantors whose guarantees have not been voided or held unenforceable. We cannot
assure you that, in such an event, after providing for all prior claims, there would be sufficient assets to
satisfy the claims of the holders of the Notes.
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USE OF PROCEEDS

The gross proceeds from the offering will be US$7,538,677.64. In addition, the Issuer will issue
an additional aggregate principal amount of US$76,943,000 of Notes pursuant to the Exchange Offer.

We intend to use the net proceeds from this offering primarily for general working capital
purposes.

We expect that the timing and final amount of disbursement to be made for the foregoing purposes
will be determined by our Directors with a view to obtaining the optimal benefit for us. However,
future events or developments, such as general market conditions, the level of demand for our products
and the outlook for our industry, changes in social, political and economic conditions and the regulatory
environment in the countries in which we conduct business and changes in our need for capital and the
availability of financing and capital to fund these needs, may make a change in the use of the net
proceeds from that specified above necessary or desirable.
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EXCHANGE RATE INFORMATION
Hong Kong

The Hong Kong dollar is freely convertible into the U.S. dollar. Since 1983, the Hong Kong dollar
has been linked to the U.S. dollar at the rate of HK$7.80 to US$1.00. The Basic Law of the Hong Kong
Special Administrative Region of the People’s Republic of China (the “Basic Law”), which came into
effect on July 1, 1997, provides that no foreign exchange control policies shall be applied in Hong
Kong.

The market exchange rate of the Hong Kong dollar against the U.S. dollar continues to be
determined by the forces of supply and demand in the foreign exchange market. However, against the
background of the fixed rate system which applies to the issuance and withdrawal of Hong Kong
currency in circulation, the market exchange rate has not deviated significantly from the level of
HK$7.80 to US$1.00. In May 2005, the Hong Kong Monetary Authority broadened the 22-year old
trading band from the original rate of HK$7.80 per U.S. dollar to a rate range of HK$7.75 to HK$7.85
per U.S. dollar. The Hong Kong government has indicated its intention to maintain the link within that
rate range. Under the Basic Law, the Hong Kong dollar will continue to circulate and remain freely
convertible. The Hong Kong government has also stated that it has no intention of imposing exchange
controls in Hong Kong and that the Hong Kong dollar will remain freely convertible into other
currencies, including the U.S. dollar. However, no assurance can be given that the Hong Kong
government will maintain the link at HK$7.80 to US$1.00 or at all.

The following table sets forth information concerning exchange rates between the Hong Kong
dollars and the U.S. dollars as set forth in the H.10 weekly statistical release of the Federal Reserve

Board.

Noon Buying Rate

Period Period End Average* High Low
(HK$ Per US$1.00)
2015 .. 7.7507 7.7519 7.7686 7.7495
2016 .. ... 7.7534 7.7622 7.8270 7.7528
2017 .. 7.8128 7.7926 7.8267 7.7540
2018 . ... 7.8305 7.8376 7.8499 7.8043
2019 . ... 7.7894 7.8335 7.8499 7.7850
2020
Y 7.7513 7.7519 7.7561 7.7500
June ... 7.7501 7.7501 7.7514 7.7498
July ... 7.7500 7.7509 7.7538 7.7499
August .. ................. 7.7501 7.7502 7.7506 7.7498
September. .. ... .. ... ... 7.7500 7.7500 7.7504 7.7499
October . ................. 7.7548 7.7503 7.7548 7.7498
November (through November
13,2020) ............... 7.7532 7.7532 7.7552 7.7505

(1) Annual averages are calculated from month-end rates. Monthly averages are calculated using the average of the daily
rates during the relevant period.
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PRC

The PBOC sets and publishes daily a base exchange rate with reference primarily to the supply
and demand of Renminbi against a basket of currencies in the market during the prior day. The PBOC
also takes into account other factors, such as the general conditions existing in the international foreign
exchange markets. Since 1994, the conversion of Renminbi into foreign currencies, including Hong
Kong dollars and U.S. dollars, has been based on rates set by the PBOC, which are set daily based on
the previous day’s interbank foreign exchange market rates and current exchange rates in the world
financial markets. From 1994 to July 20, 2005, the official exchange rate for the conversion of
Renminbi to U.S. dollars was generally stable. Although Chinese governmental policies were introduced
in 1996 to reduce restrictions on the convertibility of Renminbi into foreign currency for current
account items, conversion of Renminbi into foreign exchange for capital items, such as foreign direct
investment, loans or securities, requires the approval of the State Administration for Foreign Exchange
and other relevant authorities. On July 21, 2005, the PRC government introduced a managed floating
exchange rate system to allow the value of the Renminbi to fluctuate within a regulated band based on
market supply and demand and by reference to a basket of currencies. On the same day, the value of the
Renminbi appreciated by 2% against the U.S. dollar. Since then and up to December 31, 2009, the
Renminbi has appreciated approximately 21.3% against the U.S. dollar. After the introduction of the
managed floating exchange rate system, the PRC government has made and may in the future make
further adjustments to the exchange rate system. The PBOC announces the closing price of a foreign
currency traded against the Renminbi in the inter-bank foreign exchange market after the closing of the
market on each working day, and makes it the central parity for the trading against the Renminbi on the
following working day. On May 18, 2007, the PBOC enlarged, effective on May 21, 2007, the floating
band for the trading prices in the inter-bank spot exchange market of Renminbi against the U.S. dollar
from 0.3% to 0.5% around the central parity rate. This allows the Renminbi to fluctuate against the
U.S. dollar by up to 0.5% above or below the central parity rate published by the PBOC.

On June 19, 2010, the PBOC announced that in view of the recent economic situation and
financial market developments in China and abroad, and the balance of payments situation in China, it
has decided to proceed further with reform of the Renminbi exchange rate regime and to enhance the
Renminbi exchange rate flexibility. According to the announcement, the exchange rate floating bands
will remain the same as previously announced by the PBOC will place more emphasis to reflecting the
market supply and demand with reference to a basket of currencies. On April 12, 2012, the PBOC
announced that effective on April 16, 2012, the floating band for the trading prices in the inter-bank
spot exchange market of Renminbi against the U.S. dollar is enlarged from 0.5% to 1.0% around the
central parity rate, which allows the Renminbi to fluctuate against the U.S. dollar by up to 1.0% above
or below the central parity rate published by the PBOC. On March 17, 2014, the PBOC announced that
effective on the same day, the floating band for the trading prices in the inter-bank spot exchange
market of Renminbi against the U.S. dollar would be further increased from 1.0% to 2.0% around the
central parity rate, which allows the Renminbi to fluctuate against the U.S. dollar by up to 1.0% above
or below the central parity rate published by the PBOC. On August 11, 2015, the PBOC made an
announcement to set the daily fixing rate based on how the Renminbi closes in the previous trading
session in a move to a more market-determined exchange rate. Since August 11, 2015, the Renminbi
has depreciated by more than 7% against the U.S. dollar. The PRC government may make further
adjustments to the exchange rate system in the future.
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The following table sets forth information concerning exchange rates between the Renminbi and

the U.S. dollars as set forth in the H.10 weekly statistical release of the Federal Reserve Board.

Noon Buying Rate

Period Period End Aver age* High L ow
(RMB Per US$1.00)
2015 ... 6.4778 6.2869 6.4896 6.1870
2016 ... ... 6.9430 6.6266 6.9580 6.4738
2017 .. 6.5063 6.7569 6.483 6.4773
2018 .. 6.8755 6.6090 6.9737 6.2649
2019 . ... 6.9618 6.9014 7.1786 6.6822
2020
May .................... 7.1348 7.1016 7.1681 7.0622
June ... 7.0651 7.0816 7.1263 7.0575
July ... 6.9744 7.0041 7.0703 6.9744
August . ... ... 6.8474 6.9301 6.9799 6.8474
September. .. ... ... ... 6.7896 6.8106 6.8474 6.7529
October . ................. 6.6919 6.7254 6.7898 6.6503
November (through November
13,2020) ............... 6.6039 6.6316 6.6899 6.6027

(1) Annual averages are calculated from month-end rates. Monthly averages are calculated using the average of the daily

rates during the relevant period.
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Notes:

(@)

@

®)

4)

CAPITALIZATION

The table below shows our consolidated cash and cash equivalents, current and non-current debt
and capitalization as of September 30, 2020, presented:

. on an actual basis; and

. as adjusted to reflect the issuance of the Notes and the 2021 Notes validly tendered for

exchange pursuant to the Exchange Offer.

As of September 30, 2020

Actual As adjusted
RMB uss® RMB Uss®
(in thousands)

Cash and cash equivalents .. ........... 1,352,627 199,220 1,379,355 203,157
Borrowings . . ......... ... ... 4,167,961 613,874 4,167,961 613,874
2021 Notes® . . ... ... ... ... .. ...... 691,269 101,813 191,827 28,253
Notes to be issued in this offering® . ... .. — — 577,116 85,000

Totaldebt . . ........ ... ... . ... 4,859,230 715,687 4,936,904 727,127
Equity
Share capital . ...................... 40,594 5,979 40,594 5,979
Share premium .. ...... ... ... . ... ... 5,566,587 819,870 5,566,587 819,870
Treasury shares .. ................... (43,742) (6,443) (43,742) (6,443)
Reserves . ....... ... ... 729,425 107,433 729,425 107,433
Accumulated losses .. ................ (4,146,597)  (610,728) (4,146,597) (610,728)
Non-controlling interests . ............. 3,018 445 3,018 445

Total equity. .. ................... 2,149,285 316,556 2,149,285 316,556

Total capitalization® .. ............ 7,008,515 1,032,243 7,086,189 1,043,683

Except as otherwise disclosed above, there has been no other material change in our capitalization
since September 30, 2020.

These amounts have been translated into U.S. dollars for convenience purposes at a rate of RMB6.7896 to U.S.$1.00, the
noon buying rate as set forth in the H.10 weekly statistical release of the Federal Reserve Bank of New York on September

30, 2020.

The aggregate principal amount of US$72,250,000 of the 2021 Notes were validly tendered and exchanged as part of the

Exchange Offer.

This balance represents (a) the aggregate principal amount of the Notes of US$8,057,000 purchased by the Initial
Purchasers and (b) the aggregate principal amount of the Notes of US$76,943,000 issued as part of the Exchange Offer.

Total capitalization represents the sum of “Total debt” and “Total equity”.
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SELECTED CONSOLIDATED FINANCIAL INFORMATION

The following selected consolidated statements of comprehensive income for the years ended
2017, 2018 and 2019 and selected consolidated statements of financial position data as of December 31,
2017, 2018 and 2019 (except for the non-IFRS measures) have been derived from our audited
consolidated financial statements and related notes included elsewhere in this offering memorandum.
The following selected consolidated statements of comprehensive income for the six months ended June
30, 2019 and 2020 and selected consolidated statements of financial position data as of June 30, 2020
and September 30, 2020 (except for the non-IFRS measures) have been derived from our unaudited
condensed consolidated interim financial information and related notes included elsewhere in this
offering memorandum. The unaudited consolidated financial information for the three months ended
September 30, 2019 and 2020 presented in this offering memorandum has been derived from the
unaudited condensed consolidated interim financial information for the nine months ended September
30, 2020 included elsewhere in this offering memorandum. Results from the six months ended June 30,
2020 and the three months ended September 30, 2020 are not indicative of results for the full year.

We have adopted IFRS 9 since January 1, 2018, pursuant to which, our Group is required to
reclassify and adjust certain of its financial line items in its financial statements. Please refer to note
2.2 to our Group’s audited consolidated financial statements for the year ended 31 December 2018 for a
discussion on the impact of the adoption of IFRS 9. As the transitional provisions set out in IFRS 9
adopted by our Group do not require any restatement of the corresponding figures for the prior period
before January 1, 2018. Also, certain figures in the consolidated financial information as of and for the
year ended December 31, 2018 have been reclassified, or restated, to conform to the presentation for
the year ended December 31, 2019. Please refer to the 2019 annual report for the figures as of and for
the year ended December 31, 2018 and note 40 of the 2019 annual report. Therefore, the Group’s
consolidated financial information as of and for the years ended 2017 may not be directly comparable
to our Group’s consolidated financial information after January 1, 2018. Investors must therefore
exercise caution when making comparisons of any financial figures after January 1, 2018 against our
Group’s consolidated financial figures prior to January 1, 2018 and when evaluating the Group’s
financial condition and results of operations.

We have adopted IFRS 16 since January 1, 2019, pursuant to which, our Group is required to
recognise and measure certain of its financial line items in its financial statements. Please refer to note
2.2 to our Group’s audited consolidated financial statements as of and for the year ended December 31,
2019. The recognition and measurement requirements of IFRS 16 are applied retrospectively by
adjusting the opening statement of financial position at the date of initial application, with no
requirement to restate comparative periods. Therefore, our consolidated financial information as of and
for the years ended 2017 and 2018 may not be directly comparable to our consolidated financial
information after January 1, 2019. Investors must therefore exercise caution when making comparisons
of any financial figures after January 1, 2019 against our Group’s consolidated financial figures prior to
January 1, 2019 and when evaluating the Group’s financial condition and results of operations.
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The following table sets forth our consolidated statements of comprehensive income items in
absolute amounts and as percentages of the total income for the periods indicated.

Consolidated Statements of Comprehensive Income

Interest type income. . . . . . .
Interest income . . . . . . . .
Less: interest expenses . . . .

Net interest type income . . . . .
Net interest income . . . . . . .

Loan faclitation service fees. . . .
Otherincome., . . . . . . . .

Total income . . . . . ...

Origination and servicing expenses . .
Sales and marketing expenses. . . .
General and administrative expenses .
Research and development expenses .
Impairment losses/Credit impairment
losses . .. ... ... .
Fair value change of loans to
customers .. ... L
Other (losses)/gains, net . . . . .

Operating profitf(loss). . . . . .
Share of net (loss)/profit of associates
accounted for using the equity

method . . . ... ...
Fair value loss of Preferred Shares .

(Loss)/Profit before income tax. . .
Income tax (expense)lcredit . . . .

(Loss)lProfit for the yearlperiod® .
Non-IFRS Measure

Adjusted net profit/(loss)
(unaudited)® . . ..

Notes:

For the Year Ended December 31,

For the Six Months Ended June 30,

For the Three Months ended September 30,

007 218® 2009 2019 220 2019 2020
% (of total % (of total % (of total % (of total % (of total % (of total % (of total
RMB'O00  incomg  RMB'O00 incomg)  RMB'000 income) RMB'000 income)  RMB'000  income)  RMB'000  income)  RMB'000 income)
(unaucited) (unaudited) (unaucited) (unaudited)

NA NA 2,930,339 1071 2,642,081 684 1152633 620 1310586 1089 665493 646 406,007 559
3,254,516 1202 NIA NIA NIA NIA NIA NIA NIA NIA NIA NIA NIA NIA
(918,226) (339  (9741m0) (356) (862,174) (223 (395939 (213 (d46.484) @y () (203 (152,009) (09

NIA NIA 1,955,569 5 1m0 461 756,694 07 864,102 8 45716 433 253908 350
2,336,290 86.3 NIA NA NA NIA NIA NIA N/A NIA NIA NIA N/A NIA

83,916 31 269832 98 14731 33 572865 08 21N 198 540,694 525 24933 33
286,176 106 511,182 187 837,07 26 530,660 285 101,551 84 43292 42 23358 307
2,706,382 1000 2,736,583 1000 3864357 1000 1,860,219 1000 1,203,826 1000 1,029,702 1000 726,602 1000
(607,614) (225)  (865,981) (318)  (709,50) (184)  (301,884) (16.2) (370340) (308) (231,909 (225)  (232.99) (32)
(68,963) 25 (@617 (L0 (229 08  (14699) 08 (878 on (1600 01 (@52 (06)
(181,747) (67)  (502,369) (184)  (S05,424) (131)  (281,016) (15.1)  (153,200) (127) (122984 (109)  (64651) (89)
(74379) @7 (14,0%) @7 (9239 4 (3892 21 (3690 (31)  (24,600) 24 (16089) (22
(1417439) (524)  (54,349) (20)  (300,107) (80) (124161) (6.7)  (165,008) (137)  (129037) (125) (5381 (14

NIA NIA- (1,130,058) (413) (2,058,482) (53.3) (1,040,106) (55.9) (1800107)  (1495) (416,864) (405 (251,607) (34.)

(8840) (04) 17583 06 (2850) 01 (2088 01 (8599 07 (16308 (16) 24762 34
347400 128 10163 36 154369 39 57383 31 (1339063 (1112 80387 19 12163 176

(6,368) 02 (290 01 992 03 992 01 (11,23 09 45 00 104 00
(1,285,496) (47.5) (1,047,156) (383) - - - - - - - - - -
(944 464) (349 (%48420) (348) 164331 42 5835 32 (130299  (1121) 80832 19w 176
(58,669) 22 (1853 29 (99541) (26  (52181) (28) 269,070 24 (3482 (34 (37.29) (5)
(1,003.133) (371) (1,026953) 317 6479 16 6,174 04 (1,081,228) (07) 46010 45 90439 125
292,489 108 295813 108 368,208 95 192780 104 (1,042,048) (86.6) 104,584 102 109,651 151

(1) IFRS 9 has been effective since January 1, 2018. Assuming other factors remain unchanged, we are required under IFRS 9
to recognize loss earlier, and thus could recognize higher amount of loss in a given reporting period in light of the
anticipated increase in loan volume. For more details, see the section headed “Risk Factors — Risks Relating to Our
Business and Industry — Changes in accounting standards may make it difficult to compare our results of operations.”

(2)  We define adjusted net profit/(loss) as profit/(loss) for the year/period excluding our fair value loss of Preferred Shares and
our share-based compensation expenses. Adjusted net profit/(loss) is not a measure required by, or presented in accordance
with, IFRS. The use of adjusted net profit/(loss) has limitations as an analytical tool, and you should not consider it in
isolation from, or as a substitute for analysis of, our results of operations or financial condition as reported under IFRS.
For further details, see the section headed “— Non-IFRS Measures.”

3) Certain figures in the consolidated statement of comprehensive income for the year ended December 31, 2018 have been
reclassified, or restated, to conform to the presentation for the year ended December 31, 2019. Please refer to the 2019
annual report for the figures for the year ended December 31, 2018.
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Consolidated Statements of Financial Position

As of
As of June September
As of December 31, 30, 30,
2017 2018? 2019 2020 2020
RMB’ 000
(unaudited) (unaudited)
Assets
Cash and cash equivalents. . . . . .. 568,196 1,050,111 2,169,522 1,813,986 1,352,627
Restricted cash. .. ............ 143,570 127,902 264,584 248,248 238,313
Loans to customers at amortized
COSt . . 11,479,696 — — — —
Loans to customers at fair value
through profit or loss . ....... N/A 8,863,246 9,457,673 5,338,308 4,168,741
Contract assets. . ............. 98,845 154,143 523,022 221,727 296,242
Guarantee receivables. .. ... .. .. 130,073 206,146 621,248 616,392 702,020
Financial assets at fair value
through profit or loss ... ... .. 110,545 — 280 20,282 20,284
Investments accounted for using
the equity method . . ... ... ... 30,784 27,684 37,430 20,462 20,566
Deferred income tax assets . .. ... 279,860 413,117 468,256 740,352 783,424
Intangible assets. . . ........... 13,488 16,814 22,175 24,625 30,990
Property and equipment ... ..... 74,355 59,066 51,196 41,433 37,045
Right-of-use assets. . .......... N/A N/A 25,824 58,818 52,183
Otherassets. ................ 507,596 759,446 648,147 473,795 524,185
Total assets. . . .............. 13,437,008 11,677,675 14,289,357 9,618,428 8,226,620
Liabilities
Borrowings . ................ 11,063,133 8,170,224 9,236,329 5,525,792 4,167,961
Seniornotes. . ............... — — 678,829 695,475 691,269
Lease liabilities ... ........... N/A N/A 25,197 59,504 53,074
Guarantee liabilities . . ... ... ... 169,553 204,496 723,617 688,393 678,917
Tax payable . . ............... 108,338 85,400 124,960 255,550 96,676
Deferred income tax liabilities . . . 122,314 77,734 86,101 20,593 69,218
Preferred Shares ............. 3,042,173 — — — —
Other liabilities . ... .......... 440,107 355,094 314,046 313,185 320,220
Total liabilities .. ............ 14,945,618 8,892,948 11,189,079 7,558,492 6,077,335
(Deficit)/Equity
Share capital . ............... 394,462 40,938 40,913 40,857 40,594
Share premium. . ............. — 5,581,926 5,581,016 5,578,217 5,566,587
Treasury shares . ............. — — (51,774) (38,999) (43,742)
Reserves . .................. 60,951 380,455 682,913 713,879 729,425
Accumulated deficits . ......... (1,964,023) (3,218,592) (3,155,790) (4,237,030) (4,146,597)
Non-controlling interests. . .. .. .. — — 3, 3, 3,
Total (deficit)/equity® .. ...... (1,508,610) 2,784,727 3,100,278 2,059,936 2,149,285
Total liabilities and equity .. ... 13,437,008 11,677,675 14,289,357 9,618,428 8,226,620
Non-1FRS Measure
Adjusted total equity
(unaudited)® . ... 1,533,563 2,784,727 3,100,278 2,059,936 2,149,285

Notes:

(1)  We define adjusted total equity by adding back Preferred Shares as if the Preferred Shares had been converted into
ordinary shares at each reporting date. Adjusted total equity is not a measure required by, or presented in accordance with,
IFRS. The use of adjusted total equity has limitations as an analytical tool, and you should not consider it in isolation
from, or as a substitute for analysis of, our results of operations or financial condition as reported under IFRS. For further

details, see the section headed “— Non-IFRS Measures.”

2) Certain figures in the consolidated statements of financial position as of December 31, 2018 have been reclassified, or
restated, to conform to the presentation as of December 31, 2019. Please refer to the 2019 annual report for the figures as

of December 31, 2018.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

You should read the following discussion and analysis of our financial condition and results of
operations in conjunction with “ Selected Consolidated Financial Information” and our consolidated
financial statements and related notes included elsewhere in this offering memorandum. Our financial
information has been prepared and presented in accordance with IFRS, which differs in certain
material respects from U.S. GAAP.

For the purpose of this section, unless the context otherwise requires, references to 2017, 2018
and 2019 refer to our financial years ended of such years. Unless the context otherwise requires,
financial information described in this section is described on a consolidated basis.

OVERVIEW

We are a leading independent online consumer finance service provider in China. We offer
tailored consumer finance products to prime and near-prime borrowers who are under-served by
traditional financial institutions. We offer consumer finance products primarily by originating
transactions between borrowers and traditional financial institutions through three funding structures,
and, to a lesser extent, we directly lend to borrowers. For the years ended 2017, 2018 and 2019, the six
months ended June 30, 2020 and the three months ended September 30, 2020, we originated RMB24.5
billion, RMB20.8 billion, RMB33.7 billion, RMB13.3 hillion and RMB8.7 billion of loans, respectively.

We primarily offer two lines of credit products: credit card balance transfer products and
consumption credit products, both of which are installment-based. Our credit card balance transfer
products allow credit card holders to transfer the outstanding balances of their credit cards to our
installment credit products to bridge their short-term liquidity management needs. Our consumption
credit products provide consumers with a variety of installment credit solutions tailored for specific
user cases. During the years ended 2017 and 2018, we also provided online-to-offline credit products.
On October 10, 2018, we entered into an agreement to dispose of the subsidiary that operates our
online-to-offline business platform and the disposal was completed on December 31, 2018. Following
the disposal, we no longer operate the online-to-offline business platform.

Our total income was RMB2.7 billion, RMB2.7 billion, RMB3.9 billion, RMB1.2 billion and
RMBO.7 billion for the years ended 2017, 2018 and 2019, the six months ended June 30, 2020 and the
three months ended September 30, 2020, respectively. We recorded operating profit of RMB347.4
million, RMB101.6 million, RMB154.4 million for the years ended 2017, 2018 and 2019, respectively,
operating loss of RMB1.3 billion for the six months ended June 30, 2020 and operating profit of
RMBO0.1 billion for the three months ended September 30, 2020. We recorded net loss of RMB1.0
billion, net loss of RMBL1.0 billion, net profit of RMB64.8 million, net loss of RMB1.1 billion and net
profit of RMB90.4 million for the years ended 2017, 2018 and 2019, the six months ended June 30,
2020 and the three months ended September 30, 2020, respectively. Excluding the impact of fair value
loss of our Preferred Shares and our share-based compensation expenses, we had adjusted net profit of
RMB292.5 million, adjusted net profit of RMB295.8 million, adjusted net profit of RMB368.2 million,
adjusted net loss of RMB1.0 billion and adjusted net profit of RMB109.7 million for the years ended
2017, 2018 and 2019, the six months ended June 30, 2020 and the three months ended September 30,
2020, respectively. For further details of our adjusted net (loss)/profit, see “— Consolidated Income
Statement” and “— Non-IFRS Measures.”
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BASIS OF PRESENTATION

Our Company was incorporated as “Vision Capital Group Limited” in the BVI in July 2007. In
February 2018, we re-domiciled our Company from the BVI to the Cayman Islands and changed to our
current name without changing our shareholding structure.

In preparing and presenting the financial information for the years ended 2017, 2018 and 2019,
the six months ended June 30, 2020 and the three months ended September 30, 2020, we have
consistently applied IFRS that were effective for the accounting period beginning on January 1, 2015.
We have early adopted IFRS 15 and applied it from January 1, 2015, but we did not apply in advance
certain significant new and revised IFRS relevant to our financial performance that have been issued
but were not yet effective during the year ended 2017, including IFRS 9. IFRS 9 became effective for
the financial year beginning on or after January 1, 2018 and imposes new requirements on the
classification and measurement of financial instruments and requires an expected credit loss model. We
have adopted IFRS 9 for the year ended 2018. For a discussion of IFRS 9 and its impact on us, see the
section headed “— Critical Accounting Policies, Judgments, and Estimates — Application of IFRS —
IFRS 9 Financial Instruments.”

We prepared the financial information for the years ended 2017, 2018 and 2019, the six months
ended June 30, 2020 and the three months ended September 30, 2020 on a historical cost convention, as
modified by the revaluation of financial assets and financial liabilities at fair value through profit or
loss, which are carried at fair value. Where necessary, accounting policies of our subsidiaries have been
adjusted to ensure consistency with the accounting policies adopted by our Group. All intra-group
transactions, balances, income and expenses are eliminated in full on consolidation. Our financial
information is presented in Renminbi.

MAJOR FACTORS AFFECTING OUR RESULTS OF OPERATIONS

Our results of operations have been, and are expected to continue to be, affected by a number of
factors, many of which are outside of our control, including the following:

China’s economic and market trends

Our business depends on the growing Chinese consumer demand for credit, which in turn depends
on China’s economic growth. Consumer demand has been fueled by the increasing disposable income of
China’s emerging middle class and a growing willingness to take on debt for consumption by China’s
younger generation. China’s online consumer finance market also has experienced significant growth
along with the increasing Internet and mobile penetration in recent years. Sustaining consumption
growth and favorable market conditions will likely result in an increasing demand for our credit
products and services, and continuous expansion of our customer base. Nevertheless, the nature, timing
and extent of changes in China’s consumption growth and online consumer finance market conditions
are unpredictable. Unfavorable economic and market conditions could result in a declining demand for
our credit products and services, which may in turn result in higher delinquency ratios and deterioration
of our loan asset quality.

China’s online consumer finance market is highly competitive and fragmented. The intense

competition in China’s online consumer finance market could affect the pricing of our credit products.
We do not directly compete against banks and other traditional financial institutions, because our target
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market of under-served prime and near-prime borrowers differs from that of traditional financial
institutions. Moreover, we actively use risk-based pricing and tailored credit products to attract our
target borrowers. We believe our unique business model, tailored credit products and strong risk
management capability separates us from our competitors. We believe that the growth and profitability
of our business will continue to depend on our ability to distinguish our products and services in a
competitive market.

Government regulations and policies

The regulatory environment for China’s consumer finance market is developing and evolving,
creating both challenges and opportunities that could affect our financial performance. We cooperate
with licensed financial institutions, primarily trust companies, banks, and consumer financial
companies, to fund the loans we originate. As a supplement to external funding, two of our subsidiaries
are small loan companies approved to conduct online small loan business and one of our subsidiaries is
a licensed financing guarantee company. These licensed entities provide us with the flexibility to use
our own capital to fund or provide credit enhancement services for our lending business. We have a
proven record of managing China’s evolving regulatory environment, and we believe that we are well
positioned to embrace the opportunities arising from regulatory changes. The application,
implementation, and interpretation of PRC laws and regulations relevant to us and our business
operations are often complicated, and the PRC government authorities have broad discretion in the
implementation and interpretation of these laws and regulations. Consequently, we may have to adjust
our business practices, funding structures, product offerings, or pricing from time to time, and
sometimes these adjustments may adversely affect our results of operations. We will continue to make
efforts to ensure that we are compliant with existing laws, regulations and government policies relating
to our business and to comply with new laws and regulations that may arise in the future. For an
overview of applicable laws and regulations and risks relating to China’s consumer finance market, see
the sections headed “Regulations” and “Risk Factors.”

Capital base and sources of funds

Our capital base and our ability to raise adequate and timely funds affect the successful execution
of our business expansion and other strategies. The impact of these factors varies depending on the
funding structures of our credit products.

Our trust lending and credit-enhanced loan facilitation structures require our financing guarantee
company to provide loan guarantees, and the scale of its business depends on its capital base. For
example, a financing guarantee company’s outstanding guarantee liabilities cannot exceed 10 times of
its net assets. Our trust lending and credit-enhanced loan facilitation structures constituted 91.3%,
84.3%, 93.6%, 98.4% and 99.6% of our total loan origination volume in the years ended 2017, 2018
and 2019, the six months ended June 30, 2020 and the three months ended September 30, 2020
respectively. We have strengthened, and as appropriate, will strengthen the capital base of our financing
guarantee company to support these two funding structures by capital injection.

We execute our direct lending structure through our online small loan companies, and the scale of
their businesses depends on their respective capital bases. For example, an online small loan company
is required to ensure that its balance of borrowings from financial institutions does not exceed 50% of
its net capital. While loans originated through the direct lending structure constituted a relatively small
portion of our total loan origination volume during the years ended 2017, 2018 and 2019, the six
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months ended June 30, 2020 and the three months ended September 30, 2020, we have to keep
appropriate levels of capital and indebtedness in our online small loan companies to comply with
regulatory requirements.

We have established and maintained diversified sources of funds at our Group level. During the
years ended 2017, 2018 and 2019, the six months ended June 30, 2020 and the three months ended
September 30, 2020, we obtained funds from various sources to support our business growth, primarily
including (i) issuance of Preferred Shares, (ii) issuance of the 2021 Notes, (iii) bank loans, and (iv)
loans from other corporations and individuals. We have maintained our levels of borrowing in step with
the expansion of our business and broadened our sources of funds. The Chinese and global credit
environment, over which we have no control, may affect the amount and sources of funds that we can
continue to access. Any developments that impact our ability to sustain and expand our sources of funds
could affect our business and profitability.

Relationships with our funding partners

Our collaboration relationships with our funding partners are critical to our operations. Other than
our direct lending structure, we collaborate with our funding partners through trust lending,
credit-enhanced loan facilitation, and pure loan facilitation structures. For the years ended 2017, 2018
and 2019, the six months ended June 30, 2020 and the three months ended September 30, 2020, our
funding partners funded or structured approximately 94.9%, 93.8%, 99.1%, 99.5% and 99.6%,
respectively, of the amount of loans we originated. Our collaboration terms with our funding partners
generally determine the major costs of our credit products. If we fail to enhance or maintain our
existing collaboration relationships with our funding partners, our capital efficiency may be adversely
affected. In addition, if our relationships with our funding partners generally deteriorate, resulting in a
significant decrease in loan origination volume funded by or through our funding partners, we will have
to absorb significantly more loan origination volume through our direct lending structure, which would
require significant additional capital and reduce our capital efficiency. We have formed solid long-term
relationships with our funding partners. As of September 30, 2020, we had collaboration relationships
with 53 funding partners, including banks, trust companies, and other financial institutions. These
diversified and stable funding relationships support the scalability of our business.

Our pure loan facilitation structure integrates our commercialized, SaaS-based Hummingbird
credit risk management services with our loan facilitation services. This structure creates mutual
benefits in terms of proactive risk management for our funding partners and capital efficiency for us.
Since 2017, we have been further promoting our pure loan facilitation structure. We believe that these
efforts to develop increasingly immersive partnerships with our funding partners, if successfully
executed, will help strengthen our relationships with our funding partners.

Effectiveness of our risk management system

We believe that our comprehensive risk management system has been improving steadily to
support our business growth. We have developed our proprietary core risk management system,
Hummingbird, to perform various risk management functions, including four major tasks: identity
verification, fraud detection and prevention, debt-to-income ratio assessment, and credit risk
quantification. Our advanced Hummingbird system assists us in actively pricing credit products for
prime and near-prime borrowers who are under-served by traditional financial institutions. A
comprehensive and effective risk management system can help mitigate our risk exposure and control
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delinquency ratios of loans originated by us. Any significant deficiency or ineffectiveness in our risk
management system will directly or indirectly result in an increase in delinquency of loans originated
by us or failure of our loan servicing to recover losses. We continuously monitor changes in the quality
of our loan assets and adjust our risk management measures accordingly. We will also continue to
invest in research and technology to ensure the competitiveness of our risk management system. For a
discussion of the effectiveness of our risk management system, see the section headed “Business —
Proprietary Technology — Hummingbird — Major Tasks.”

Ability to maintain and expand our customer base efficiently

Due to the nature of our online consumer finance business, growth in our loan origination volume
has been driven primarily by new and existing borrowers. Our monthly average repeat borrowing rate
was 69.3%, 60.6%, 59.8%, 59.5% and 57.6%, respectively, in the years ended 2017, 2018 and 2019, the
six months ended June 30, 2020 and the three months ended September 30, 2020. Historically we
primarily relied on word-of-mouth referrals among China’s young generation. Our ability to maintain
and expand our customer base efficiently would significantly affect our results of operations.

PRC tax incentives

We have benefited from enterprise income tax incentives granted by the PRC government
authorities due to the location and business nature of one of our PRC subsidiaries. During the years
ended 2017, 2018 and 2019, the six months ended June 30, 2020 and the three months ended September
30, 2020, one of our major PRC subsidiaries, VC Financial Technology, qualified as a high-and
new-technology enterprise in Shanghai and thus enjoyed the preferential income tax rate of 15% from
2015 to 2017. In November 2017, VC Financial Technology was further approved as a high- and
new-technology enterprise, and has enjoyed a preferential income tax rate of 15% from 2018 to 2020.
VC Financial Technology is our primary operating entity for our loans funded by or through our
funding partners. Any modification or termination of any PRC tax incentives currently available to us
will affect our financial position and results of operations. For more details of our PRC tax incentives,
see the section headed “— Taxation — China.”

CRITICAL ACCOUNTING POLICIES, JUDGMENTS, AND ESTIMATES

We have identified certain accounting policies, judgments, and estimates that are significant to the
preparation of our financial statements in accordance with the IFRS. Our significant accounting
policies, which are important for an understanding of our financial position and results of operations,
are set forth in detail in the notes to our financial statements included elsewhere in this offering
memorandum. We have applied these significant accounting policies consistently throughout the years
ended 2017, 2018 and 2019, the six months ended June 30, 2020 and the three months ended September
30, 2020.

Some of our accounting policies require us to apply estimates and assumptions as well as complex
judgments relating to accounting items. The estimates and assumptions we use and the judgments we
make in applying our accounting policies have a significant impact on our financial position and results
of operations. Our management continually evaluates such estimates, assumptions and judgments based
on past experience and other factors, including industry practices and expectations of future events that
we believe to be reasonable under the circumstances. There has not been any material deviation
between our management’s estimates or assumptions and actual results, and we have not made any
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material changes to these estimates or assumptions during the years ended 2017, 2018 and 2019, the six
months ended June 30, 2020 and the three months ended September 30, 2020. We do not expect any
material changes in these estimates and assumptions in the foreseeable future. Our critical accounting
estimates and judgments that were used in the preparation of our financial statements are set forth in
the notes to our financial statements included elsewhere in this offering memorandum.

We have identified below the accounting policies, estimates and judgments that we believe are
critical to the preparation of our financial statements.

Critical Accounting Policies
Revenue and Income Recognition

Revenue is recognized when services are provided to customers. Depending on the terms of the
relevant contracts and the laws that apply to the contracts, services may be provided over time or at a
point in time. Services are provided over time if our performance:

. provides all of the benefits received and consumed simultaneously by the customer;

. creates and enhances an asset that the customer controls as we perform; or

. does not create an asset with an alternative use to us and we have an enforceable right to
payment for performance completed to date.

If services transfer over time, revenue is recognized over the period of a contract by reference to
the progress towards complete satisfaction of that performance obligation. Otherwise, revenue is

recognized at a point in time when the customer obtains the services.

The progress towards complete satisfaction of the performance obligation is measured based on
one of the following methods that best depict our performance in satisfying the performance obligation:

. direct measurements of the value transferred by us to the customer; or

. our efforts or inputs to the satisfaction of the performance obligation.

If a contract involves multiple services, the transaction price will be allocated to each
performance obligation based on the stand-alone selling prices. Where these are not directly observable,
they are estimated based on expected cost plus margin.

A receivable is recorded when we have an unconditional right to consideration. A right to
consideration is unconditional if only the passage of time is required before payment of that

consideration is due.

The following is a description of the accounting policy for our principal revenue streams.
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(a) Interest income of loans to customers — IAS 39

We have originated and hold loans mainly through our consolidated trust plans, and we also
directly lend to borrowers. Interest on the loans to customers is accrued based on the interest rates of
the loans as earned using the effective interest method.

The effective interest method is a method of calculating the amortized cost of a financial asset
(including a group of financial assets) and of allocating the interest income over the relevant periods.
The effective interest rate is the rate that exactly discounts estimated future cash payments or receipts
through the expected life of the financial instrument or, when appropriate, a shorter period to the net
carrying amount of the financial asset. When calculating the effective interest rate, we estimate cash
flows considering all contractual terms of the financial instrument (but do not consider future credit
losses). The calculation includes all fees paid or received between parties to the contract that are an
integral part of the effective interest rate, transaction costs and all other premiums or discounts.

Interest income on impaired loans and receivables is recognized using the rate of interest used to
discount the future cash flows for the purpose of measuring the impairment loss.

(b) Interest type income — IFRS 9

The adoption of IFRS 9 has resulted in the reclassification of the loans to customers to fair value
through profit or loss (“FVPL”). Accordingly, the interest income recognized for the loans to customers
under IAS 39 will be no longer applicable under IFRS 9. We use nominal interest rate to calculate total
income for each loan and recognize the income based on similar effective interest method as interest
type income. The transaction costs are not added to or deducted from the initial fair value, but are
immediately recognized in profit or loss on initial recognition.
(c) Non-interest income
Loan facilitation service fees and gains from guarantees

In some arrangements where we are the loan originator, we also generate non-interest service fees
by facilitating transactions between borrowers and financial institutions. Here, we determine that we are
not the legal lender and legal borrower in the loan origination and repayment process. Therefore, we do
not record loans receivable and payable arising from the loans.

Our services consist of:

(i) Upfront loan facilitation services: matching potential qualified borrowers to institutional
investors and facilitating the execution of loan agreements between the parties;

(i) Post loan facilitation services: providing repayment processing services for the institutional
investors over the loan term, including following up on late repayments; and

(iif) Guarantee service provided to financial institutions, if applicable.
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We receive upfront payments from borrowers at loan inception (if applicable) and subsequent
payments over the term of the loan. The total service fees are first allocated to the guarantee liabilities
at fair value that meet the definition of a financial guarantee under IFRS 9. The remaining amount is
then allocated to upfront loan facilitation services and post loan facilitation services using best
estimated selling price, as neither vendor specific objective evidence nor third party evidence of selling
prices are available.

Upfront loan facilitation service fees are recognized at loan inception. When cash received does
not equal to the fee allocated to the upfront loan facilitation service, a “contract asset” or “contract
liability” will be recognized in the consolidated statements of financial position. Post loan facilitation
fees are recognized over the term of the loans, which approximate to the pattern of when the underlying
services are performed. Gains from guarantees are recognized ratably over the terms of the loans.

Penalty charges

Penalty charges are the additional charges upon default of borrowers. Penalty charges are
recognized as other income when incurred on a case-by-case basis. The collectability of these amounts
is often highly uncertain. Penalty charges are only highly probable to be collected when the actual
overdue amounts are repaid and are recognized as revenue when the cash of the penalty payments is
actually collected.

User membership fees

User membership provides registered users on the platform with credit report analysis service,
discount vouchers for marketplace business partners, and other exclusive rights. Membership prices are
determined by us according to various service packages, membership term and price sensitivities of
different borrowers. Each service in the membership program is treated as an individual obligation and
is allocated with a standalone transaction price. User membership fees are collected at inception and are
recognized as other income when certain obligations are satisfied.

Referral fees

We receive fees upon the successful referral of customers to certain third party service providers.
We are generally not the primary obligator nor have the ability to establish the price. We are not
exposed to the credit risk when directing borrowers to third-party service providers. Upon the
third-party service provider’s confirmation of a successful payment of service fees, we will charge the
third-party service provider a fixed rate referral service fee based on the transaction amount and
recognize the amount in other income on a net basis. The third-party service provider will settle the
payments periodically.

Risk management system service fees
We help certain business partners to build or upgrade their own risk management system based on

our robust risk management capability. We recognize risk management system service fees in other
income when certain obligations agreed in service contracts are satisfied.
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Other consulting service fees

We provide consulting services to certain business partner and charge consulting service fees
based on employees’ actual working hours occupied and charge rates agreed in consulting service
contracts. We recognize other consulting service fees on accrual basis according to employees’
consulting hours recorded in our system. Business partners will settle the payments periodically.

Financial Assets — |AS 39

For the year ended December 31, 2017, we have adopted and applied IAS 39.

We classify our financial instruments into different categories at inception, depending on the
purpose for which the assets were acquired or the liabilities were incurred, and on the contractual terms
of the financial instruments. The categories are: (i) financial assets at fair value through profit or loss,
(i) loans and receivables, and (iii) available-for-sale financial assets.

Our financial assets are initially measured at fair value, which normally will be equal to the
transaction price plus, in the case of a financial asset not held at fair value through profit or loss,
transaction costs that are incremental and directly attributable to the acquisition of the financial asset.
Transaction costs on financial assets at fair value through profit or loss are expensed immediately in
profit or loss.

Loans and receivables are non-derivative financial assets with fixed or determinable payments that
are not quoted in an active market. After initial measurement, such assets are subsequently carried at
amortized cost using the effective interest rate method less any allowance for impairment. Amortized
cost is calculated by taking into account any discount or premiums on acquisition and includes fees or
costs that are an integral part of the effective interest rate. Costs of obtaining a contract that are not
incremental are expensed as incurred.

Impairment of Financial Assets — IAS 39

(@) Impairment of Financial Assets Carried at Amortized Cost

For a financial asset that is individually significant, we assess the asset individually for
impairment. For a financial asset that is not individually significant, we assess the asset individually for
impairment or include the asset in a group of financial assets with similar credit risk characteristics and
collectively assess them for impairment. If we determine that no objective evidence of impairment
exists for an individually assessed financial asset (whether significant or not), we include the asset in a
group of financial assets with similar credit risk characteristics and collectively reassess them for
impairment. Assets for which an impairment loss is individually recognized are not included in a
collective assessment of impairment.

If a financial asset carried at amortized cost is impaired, the carrying amount of the financial asset
is reduced to the present value of estimated future cash flows (excluding future credit losses that have
not been incurred) discounted at the financial asset’s original effective interest rate. The amount of
reduction is recognized as an impairment loss in profit or loss and is recorded through the use of an
allowance account. When a financial asset is considered uncollectible, it is written off against the
allowance account. Subsequent recoveries of amounts previously written off are credited to profit or
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loss. If, subsequent to the recognition of an impairment loss on a financial asset carried at amortized
cost, there is objective evidence of a recovery in value of the financial asset that can be related
objectively to an event occurring after the impairment is recognized, the previously recognized
impairment loss is reversed. However, the reversal is made to the extent that the carrying amount of the
financial asset at the date the impairment is reversed does not exceed what the amortized cost would
have been had the impairment not been recognized.

(b) Impairment of Available-for-sale Financial Assets

For available-for-sale equity instruments, a significant or prolonged decline in fair value below
cost is considered to be objective evidence of impairment. In determining whether a decline in fair
value has been significant or prolonged, we consider if the fair value of an available-for-sale equity
instrument as of the reporting date is lower than 50% (including 50%) of its initial cost of investment
or lower than its initial cost of investment for more than one year (including one year) together with
other relevant considerations.

When an available-for-sale financial asset is impaired, the cumulative loss arising from decline in
fair value previously recognized directly in other comprehensive income is reclassified to profit or loss.

If, subsequent to the recognition of an impairment loss on available-for-sale financial assets, there
is objective evidence of a recovery in value of the financial assets which can be related objectively to
an event occurring after the impairment is recognized, the previously recognized impairment loss is
reversed. The amount of reversal of impairment loss on available-for-sale equity instruments is
recognized as other comprehensive income, while the amount of reversal of impairment loss on
available-for-sale debt investments is recognized in profit or loss.

Guarantee Liabilities and Receivables

Financial guarantee contracts are recognized as a financial liability at the time the guarantee is
issued. The liability is initially measured at fair value and subsequently at the higher of (i) the amount
determined in accordance with the expected credit loss model under IFRS 9 Financial Instruments, and
(i) the amount initially recognized less, where appropriate, the cumulative amount of income
recognized in accordance with the principles of IFRS 15 Revenue from Contracts with Customers. The
fair value of financial guarantees is determined based on the present value of the difference in cash
flows between the contractual payments required under the debt instrument and the payments that
would be required without the guarantee, or the estimated amount that would be payable to a third party
for assuming the obligations.

Guarantee premium is collected from borrowers on a monthly basis according to guarantee
contracts. The guarantee receivables are recognized at loan inception based on future contractual
cash-in, which is the same amount as guarantee liability recognized initially. At each reporting date, we
assess whether there is any indicator of impairment to any individual underlying loans of the guarantee
receivables and credit impairment loss is recognized using the expected credit loss model.
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Preferred Shares

We designated the Preferred Shares as financial liabilities at fair value through profit or loss. They
were initially recognized at fair value. Any directly attributable transaction costs are recognized as
finance expenses in the consolidated statements of comprehensive income.

Subsequent to initial recognition, the Preferred Shares were carried at fair value with changes in
fair value recognized in the profit or loss. The Preferred Shares were automatically converted into our
ordinary shares upon the listing of our ordinary shares on the SEHK in June 2018.

Application of IFRS 9

For the years ended 2018 and 2019, the six months ended June 30, 2020 and the three months
ended September 30, 2020, respectively, we have adopted and applied IFRS 9.

IFRS 9 — Financial Instruments

The complete version of IFRS 9 — Financial Instruments was issued in July 2014, which replaces
the guidance in IAS 39 — Financial Instruments: Recognition and Measurement that relates to the
classification and measurement of financial instruments, impairment of financial assets and hedge
accounting. IFRS 9 is effective for annual periods beginning on or after January 1, 2018.

The key changes to our accounting policies and the impact resulting from the adoption of IFRS 9
are described below.

Classification and measurement

The classification and measurement of financial assets will depend on how the assets are managed
(our business model) and their contractual cash flow characteristics. These factors determine whether
the financial assets are measured at amortized cost, fair value through other comprehensive income or
fair value through profit or loss. The combined effect of the application of the business model and the
contractual cash flow characteristics tests may result in some differences in the population of financial
assets measured at amortized cost or fair value compared with 1AS 39.

The IFRS 9 classification and measurement model requires that all debt instrument financial assets
that do not meet a “solely payment of principal and interest” test, including those that contain
embedded derivatives, be classified at initial recognition as fair value through profit or loss. The intent
of the “solely payment of principal and interest” test is to ensure that debt instruments that contain
non-basic lending features, such as conversion options and equity linked pay-outs, are measured at fair
value through profit or loss.

For debt instrument financial assets that meet the “solely payment of principal and interest” test,
classification at initial recognition will be determined based on the business model under which these
instruments are managed. Debt instruments that are managed on a “held for trading” or “fair value”
basis will be classified as fair value through profit or loss. Debt instruments that are managed on a
“hold to collect and for sale” basis will be classified as fair value through other comprehensive income
for debt. Debt instruments that are managed on a “hold to collect” basis will be classified as amortized
cost.
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For those debt instrument financial assets that would otherwise be classified as fair value through
other comprehensive income or amortized cost, an irrevocable designation can be made at initial
recognition to instead measure the debt instrument at fair value through profit or loss if doing so
eliminates or significantly reduces an accounting mismatch.

All equity instrument financial assets are required to be classified at initial recognition as fair
value through profit or loss unless an irrevocable designation is made to classify the instrument as fair
value through other comprehensive income for equities. Unlike available-for-sale financial assets for
equity securities under IAS 39, the fair value through other comprehensive income for equities category
results in all realized and unrealized gains and losses being recognized in other comprehensive income
with no recycling to profit and loss. Only dividends will continue to be recognized in profit and loss.

The classification and measurement of financial liabilities remain essentially unchanged from the
IAS 39 requirements, except that changes in fair value of liabilities designated at fair value through
profit or loss attributable to changes in own credit risk are to be presented in other comprehensive
income, rather than profit and loss.

Derivatives will continue to be measured at fair value through profit or loss under IFRS 9.

I mpairment

The new impairment guidance sets out an expected credit loss model applicable to all debt
instrument financial assets classified as amortized cost or fair value through other comprehensive
income. In addition, the credit loss model applies to financial guarantee contracts that are not measured
at fair value through profit or loss.

Credit loss methodology

The application of credit loss has changed our credit loss methodology and models. Expected
credit loss allowances represent credit losses that reflect an unbiased and probability-weighted amount
which is determined by evaluating a range of possible outcomes, the time value of money and
reasonable and supportable information about past events, current conditions and forecasts of future
economic conditions. Expected credit loss allowances are measured at amounts equal to either: (i)
12-month expected credit loss; or (ii) lifetime expected credit loss for those financial instruments which
have experienced a significant increase in credit risk since initial recognition or when there is objective
evidence of impairment. This compares to the incurred loss model adopted for the year ended December
31, 2017 under IAS 39 that incorporates a single best estimate, the time value of money and
information about past events and current conditions and which recognizes lifetime credit losses when
there is objective evidence of impairment and also allowances for incurred but not identified credit
losses.

Stage migration and significant increase in credit risk

Financial instruments subject to the credit loss methodology are categorized into three stages.
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. For non-impaired financial instruments:

Stage 1 is comprised of all non-impaired financial instruments which have not experienced a
significant increase in credit risk since initial recognition. Entities are required to recognize 12 months
of expected credit loss for stage 1 financial instruments. In assessing whether credit risk has increased
significantly, entities are required to compare the risk of a default occurring on the financial instrument
as of the reporting date, with the risk of a default occurring on the financial instrument as of the date of
initial recognition.

Stage 2 is comprised of all non-impaired financial instruments which have experienced a
significant increase in credit risk since initial recognition. Entities are required to recognize lifetime
expected credit loss for stage 2 financial instruments. In subsequent reporting periods, if the credit risk
of the financial instrument improves such that there is no longer a significant increase in credit risk
since initial recognition, then entities shall revert to recognizing 12 months of expected credit loss. In
contrast to stage 1 and stage 2, inherent within the incurred loss methodology under IAS 39, allowances
are provided for non-impaired financial instruments for credit losses that are incurred but not yet
identified.

. For impaired financial instruments:

Financial instruments are classified as stage 3 when there is objective evidence of impairment as a
result of one or more loss events that have occurred after initial recognition with a negative impact on
the estimated future cash flows of a loan or a portfolio of loans. The expected credit loss model
requires that lifetime expected credit loss be recognized for impaired financial instruments, which is
similar to the requirements under IAS 39 for impaired financial instruments.

As a result, the recognition and measurement of impairment under the credit loss methodology is
more forward-looking than under IAS 39, and the resulting impairment charge may be more volatile.

Transitional impact

The requirements of IFRS 9 were adopted from January 1, 2018 and applied to our financial
statements for the years ended 2018 and 2019, the six months ended June 30, 2020 and the three
months ended September, 30, 2020. The classification and measurement and impairment requirements
are applied retrospectively by adjusting the opening accumulated deficit at date of initial application,
with no requirement to restate comparative periods. We have elected to not restate the figures for the
comparative periods prior to the years ended 2018.

As a result of the application of the classification and measurement requirements of IFRS 9, we
have made the following major reclassifications.

. As of January 1, 2018, loans to customers of approximately RMB11.5 billion were
reclassified from loans and receivables under IAS 39 to fair value through profit or loss
under IFRS 9. This was done because the amount paid upon prepayment does not
substantially represent unpaid amounts of principal and interests on the principal amount
outstanding, according to the early repayment clause in the loan contracts.

-85 —



Critical Accounting Judgments and Estimates

We make estimates and assumptions concerning the future. The resulting accounting estimates
will, by definition, seldom equal the related actual results. The estimates and assumptions that have a
significant risk of causing a material adjustment to the carrying amounts of assets and liabilities for the
year ended 2018 and subsequent financial years are addressed below.

Measurement of the ECL allowance

The measurement of the ECL allowance for financial assets measured at amortized cost and
financial guarantee contracts is an area that requires the use of complex models and significant
assumptions about future economic conditions and credit behavior (e.g., the likelihood of customers
defaulting and the resulting losses). A number of significant judgements are also required in applying
the accounting requirements for measuring ECL, such as:

(i)

(i)

(iii)

Determining criteria for significant increase in credit risk;

A financial instrument is considered to have experienced a significant increase in credit
risk if the borrower is 30 days past due on its contractual payments.

Using other warning lists as supplemental criteria such as fraudulent list.

Choosing appropriate models and assumptions for the measurement of ECL;

The ECL is measured on either a 12-month (12M) or Lifetime basis depending on
whether a significant increase in credit risk has occurred since initial recognition or
whether an asset is considered to be credit-impaired. ECL is the discounted product of
the Probability for Default (PD), Exposure at Default (EAD), and Loss Given Default
(LGD), or ECL=PD*LGD*EAD*discounted rate.

The calculation of PD and LGD started with our historical information. PD and LGD
are calculated by type of products, internal risk grades and loan durations as
appropriate.

EAD is calculated based on the amounts we expect to be owed at the time of default,
over the next 12 months (12M EAD) or over the remaining lifetime (Lifetime EAD).

The discounted rate (DF) used in the ECL calculation is the original effective interest
rate or an approximation thereof.

Establishing the number and relative weighting of forward-looking scenarios for each type of
product/market and the associated ECL;

We used the Morten Model to estimate the relationship between ECL and
forward-looking scenarios.
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. Based on economic statistics, three different prospective scenarios, namely the “base”,
the “upside” and the “downside” are used with 80%, 10% and 10% weighting
respectively.

. We perform historical analysis and identify the key economic variables impacting
credit risk and ECL of each portfolio. The most significant assumption used is CPI,
given the impact it has on the loans provided by us.

Fair Value of Loans to customers

Fair value of loans to customers represent management’s best estimate of discounted cash flow of
the loan portfolios at the reporting date. Management is required to exercise judgement in making
assumptions and estimates when calculating fair value of loans to customers. We make judgments as to
whether there is any observable data indicating that there is a measurable decrease in the estimated
future cash flows from each loan before the decrease can be identified. This evidence may include
observable data indicating that there has been an adverse change in the payment status of a borrower
(e.g. payment delinquency or default), or national or local economic conditions that correlate with
defaults on assets in the Group. Management uses estimates based on historical loss experience for
assets with credit risk characteristics similar to each loan. The methodology and assumptions used for
estimating the amount and timing of future cash flows, the historical loss experience and the relevant
observable data are reviewed regularly to reduce any differences between fair value change of loans to
customers and actual loss experience.

I mpairment Allowances on Loans to Customers

Impairment allowances on loans to customers represent our management’s best estimate of losses
incurred in the loan portfolios at the balance sheet date. Management is required to exercise judgement
in making assumptions and estimates when calculating loan impairment allowances. We make
judgements as to whether there is any observable data indicating that there is a measurable decrease in
the estimated future cash flows from a portfolio of loans before the decrease can be identified with an
individual loan in that portfolio. This evidence may include observable data indicating that there has
been an adverse change in the payment status of borrowers in a group (e.g., payment delinquency or
default), or national or local economic conditions that correlate with defaults on our assets. When loans
are collectively assessed for impairment, management uses estimates based on historical loss experience
for assets with credit risk characteristics similar to those in the portfolio and objective evidence of
impairment. Historical loss experience is adjusted on the basis of the relevant observable data that
reflects current economic conditions. The methodology and assumptions used for estimating the amount
and timing of future cash flows, the historical loss experience and the relevant observable data that
reflects current economic conditions are reviewed regularly to reduce any differences between loss
estimates and actual loss experience.

Measurement of Financing Guarantee Liability

The financing guarantee liability is an expected compensation which will be paid in the future due
to guarantee contract arrangement. When measuring the financing guarantee liabilities, we need to make
a reasonable estimate of the amounts that we are required to pay in fulfilling the obligations under the
guarantee contracts. Such estimates are determined based on the estimated loss rate of the loans, taking
into account the underlying risk profile and historical loss record.
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Valuation of Share-based Compensation Expenses

The fair value of share options and share awards granted are measured on the respective grant
dates based on the fair value of the underlying shares. We have used the binomial option-pricing model
to determine the fair value of the share options and share awards as of the grant date. In addition, we
are required to estimate the expected percentage of grantees that will remain in employment with us or,
where applicable, if the performance conditions for vesting will be met at the end of the vesting period.
We only recognize an expense for those share options and share awards expected to vest over the
vesting period during which the grantees become unconditionally entitled to these share-based awards.
Changes in these estimates and assumptions could have a material effect on the determination of the
fair value of the share options and share awards and the amount of such share-based awards expected to
become vested, which may in turn significantly impact the determination of the share-based
compensation expenses.

The fair value of share options and share awards at the time of grant is to be expensed over the
vesting period of these share-based awards based on an accelerated graded attribution approach. Under
the accelerated graded attribution approach, each vesting installment of a graded vesting award is
treated as a separate share-based award, which means that each vesting installment will be separately
measured and attributed to expense, resulting in accelerated recognition of share-based compensation
expense.

Valuation of Preferred Shares

Prior to their conversion into ordinary shares at the time of our listing on the SEHK in June 2018,
the Preferred Shares issued by us were not traded in an active market and the respective fair value was
determined by using valuation techniques.

We used the discounted cash flow method to determine our underlying equity fair value and
adopted the equity allocation method to determine the fair value of the Preferred Shares as of each date
of issuance and at each applicable reporting date. The valuation technique used to measure fair value
was applied consistently. Revisions resulting from a change in the valuation technique or its application
were accounted for as a change in accounting estimate.

NON-IFRS MEASURES

To supplement our financial statements, which are presented in accordance with IFRS, we also use
adjusted net profit/(loss), adjusted operating profit/(loss) and adjusted total equity as additional
financial measures, which are not required by, or presented in accordance with, IFRS. We believe that
these non-IFRS measures facilitate comparisons of operating performance from period to period and
company to company by eliminating potential impacts of items that our management do not consider to
be indicative of our operating performance. We believe that these measures provide useful information
to investors and others in understanding and evaluating our consolidated results of operations and
financial position in the same manner as they help our management. Our presentation of the adjusted
net profit/(loss), adjusted operating profit/(loss) and adjusted total equity may not be comparable to
similarly titled measures presented by other companies. The use of these non-IFRS measures has
limitations as analytical tools, and you should not consider them in isolation from, or as substitutes for
analysis of, our results of operations or financial position as reported under IFRS.
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Adjusted net profit/(loss) eliminates the effect of fair value loss of the Preferred Shares and our
share-based compensation expenses.

The following table reconciles our adjusted net profit/(loss) for the periods presented to the most
directly comparable financial measure calculated and presented in accordance with IFRS, which is
(loss)/profit for the years/periods:

For the Six Months For the Three Months
For the Year Ended December 31, Ended June 30, Ended September 30,
2017 2018 2019 2019 2020 2019 2020
RMB'000
(unaudited)  (unaudited)  (unaudited)  (unaudited)
(Loss)/Profit for the years/periods . . . . . . . (1,003,133) (1,026,953) 64,790 6,174 (1,081,228) 46,010 90,439
Add:
Fair value loss of Preferred Shares . . . . . .. 1,285,496 1,047,156 - — — — —
Share-based compensation expenses . . . . . . 10,126 275,610 303,418 186,606 39,180 58,574 19,212
Non-IFRS Measure
Adjusted net profit/(loss) (unaudited) . . . . . 292,489 295813 368,208 192,780 (1,042,048) 104584 109,651

Adjusted operating profit/(loss) is calculated by adding the share-based compensation expenses
and listing expenses to the operating (loss)/profit.

The following table reconciles our adjusted operating profit/(loss) for the periods presented to the
most directly comparable financial measure calculated and presented in accordance with IFRS, which is
operating (loss)/profit for the years/periods:

For the Six Months For the Three Months
For the Year Ended December 31, Ended June 30, Ended September 30,
2017 2018 2019 2019 2020 2019 2020
RMB'000
(unaudited)  (unaudited)  (unaudited)  (unaudited)
Operating profit/(loss). . . . . ......... 347,400 101,635 154,369 57,363 (1,339,063) 80,387 127,633
Add:
Share-based compensation expenses . . . . . . 10,126 275,610 303418 186,606 39,180 58,574 19,212
Listing expenses. . . . .. ........... 6,869 49,870 — — — — —

Non-IFRS Measure
Adjusted operating profit/(loss) (unaudited). . 364,395 427,115 457,787 243,969 (1,299,883) 138,961 146,845

Adjusted total equity is calculated as if the Preferred Shares had been converted into ordinary
shares as of each reporting date.

The following table reconciles our adjusted total equity as of the dates indicated to the most

directly comparable financial measure calculated and presented in accordance with IFRS, which is total
(deficit)/equity.
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Total (deficit)/equity

Add:

Preferred Shares. . .. .......

Non-IFRS Measure
Adjusted total equity

(unaudited)

As of

As of December 31, Asof June 30,  September 30,
2017 2018 2019 2020 2020
RMB’ 000
(unaudited) (unaudited)
(1,508,610) 2,784,727 3,100,278 2,059,936 2,149,285
3,042,173 — — — —
1,533,563 2,784,727 3,100,278 2,059,936 2,149,285
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

The following table sets forth our consolidated statements of comprehensive income items in

absolute amounts and as percentages of the total income for the periods indicated.

For the Year Ended December 31, For the Six Months Ended June 30, For the Three Months ended September 30,
007 018 2019 2019 2020 2019 2020
% (of total % (of total % (of total % (of total % (of total % (of total % (of total
RMB'O00  incomg  RMB'O00 incomg)  RMB'O00 incomg)  RMB'000 income)  RMB'000  income)  RMB'000 income)  RMB'000 income)
(unaucited) (unaudited) (unaucited) (unaudited)
Interest type income. . . . . . . NA NIA- 2,930,339 1071 2,642,081 684 1152633 620 1,310,586 1089 665493 646 406,007 559
Interest income . . . . . ... 3254516 1202 NIA N/A NA N/A N/A N/A NA N/A N/A NA NA N/A
Less: interest expenses . . . . (918,226) (339)  (974,170) (35.6) (862,174) (223)  (3%5,939) (20.3)  (446,484) @1y () (203 (152,099) (209)
Net interest type income . . . . . NA NIA 1,955,569 15 1719907 461 756,694 07 864102 18 45716 B33 253908 350
Net interest income . . . . . . . 2,336,290 86.3 NIA NIA NA NIA NIA NA NA NIA NIA NA NA NIA
Loan facilitation service fees. . . . 83916 31 269832 98 147311 33 572865 08 23817 198 540,694 55 249,336 343
Otherincome., . . . . . . . . 286,176 106 511,18 187 837073 206 530660 285 100551 84 43292 42 20338 30.7
Total income. . . . . . . .. 2,706,382 1000 2,736,583 1000 3,864,357 1000 1860219 1000 1,203,826 1000 1,029,702 1000 726,602 1000
Origination and servicing expenses . . (607,614) (225) (865,581 (31.6)  (709,509) (184)  (301,884) (162)  (370340) (308)  (231,909) (225)  (232,991) (329
Sales and marketing expenses. . . . (68,963) 25 (26110 (Lo (3229 (08)  (14699) 08 (@88 07 (7.607) on (452 (06)
General and administrative expenses . (81,747) (67)  (502,369) (184)  (305,424) (131 (281,016) (151)  (153,200) (127) (122984 (129)  (64,851) (89)
Research and development expenses . (74,379) Q7 (14.0%) @1 (9239 Q4 (38922 20 (36900 31 (24,60) (24)  (16,089) (22)

Impairment losses/Credit impairment

losses

llllllllll (L4743 (24 (A8 (0 @00 80 (438) (67 (65008 (137 (903 (125 (3810) (14

Fair value change of loans to

osomers L ... NA  NA (LING) (@13 (08480 (B3 (LMO105) (B9 (180T  (195) (46864 (05) (BLEOT)  (34)
Other (oses)gains, et . . . . . By 04 158 06 @81 () ) 0 @Y 07 (638 (15 47 34
Operating prafitlosy. . . . . . WA 128 016 36 15439 39 51 31 (L3006) (112 8037 9 W8 176

Share of net (loss)/profit of associates
accounted for using the equity

method . . . ... (6,368) 02 (290) 01 992 03 992 01 (11,239 09 45 00 104 00
Fair value loss of Preferred Shares . . (1,265,496) (475) (1,047,156) (383) - - - - - - - - - -
(Loss)/Profit before income tax, . . (944,464) (349 (8420 (348 164331 42 583% 32 (1350299 (121 80832 19 2 176
Income tax (expense)lcredit . . . . (38,669) 22 (1853) 29 (99541) (28  (52181) (28) 269,070 N4 (3482 (34 (37.29) (5)
(Loss)lProfit for the year/period® . (1,003139) (371) (1,026953) 37 6479 16 6,174 04 (1,081,228) (6.7) 46010 45 90439 125

Non-IFRS Measure
Adjusted net profit/(loss)

(unaudited)® . . L 202,489 108 295813 108 368208 95 192780 104 (1,042,048) (86.6) 104584 102 109,651 151
Notes:
(1) IFRS 9 has been effective since January 1, 2018. Assuming other factors remain unchanged, we are required under IFRS 9

(@)

(©)

to recognize loss earlier, and thus could recognize higher amount of loss in a given reporting period in light of the
anticipated increase in loan volume. For more details, see the section headed “Risk Factors — Risks Relating to Our
Business and Industry — Changes in accounting standards may make it difficult to compare our results of operations.”

We define adjusted net profit/(loss) as profit/(loss) for the year/period excluding our fair value loss of Preferred Shares and
our share-based compensation expenses. Adjusted net profit/(loss) is not a measure required by, or presented in accordance
with, IFRS. The use of adjusted net profit/(loss) has limitations as an analytical tool, and you should not consider it in
isolation from, or as a substitute for analysis of, our results of operations or financial condition as reported under IFRS.
For further details, see the section headed “— Non-IFRS Measures.”

Certain figures in the consolidated statement of comprehensive income for the year ended December 31, 2018 have been

reclassified, or restated, to conform to the presentation for the year ended December 31, 2019. Please refer to the 2019
annual report for the figures for the year ended December 31, 2018.
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DESCRIPTION OF MAJOR COMPONENTS OF OUR RESULTS OF OPERATIONS
Total income

During the years ended 2017, 2018 and 2019, the six months ended June 30, 2020 and the three
months ended September 30, 2020, we derived total income through (i) net interest income/net interest
type income, (ii) loan facilitation service fees, and (iii) other income. We offer two lines of credit
products: credit card balance transfer products and consumption credit products. Prior to December 31,
2018, we also offered online-to-offline credit products. On October 10, 2018, we entered into an
agreement to dispose of the subsidiary that operates our online-to-offline business platform and the
disposal was completed on December 31, 2018. Following the disposal, we no longer operate the
online-to-offline business platform. We fund our credit products through four structures: direct lending,
trust lending, credit-enhanced loan facilitation, and pure loan facilitation. For the years ended 2017,
2018 and 2019, the six months ended June 30, 2020 and the three months ended September 30, 2020,
we generated total income of RMB2.7 billion, RMB2.7 billion, RMB3.9 billion, RMB1.2 billion and
RMBO0.7 billion, respectively.

Net interest income/Net interest type income

Our net interest income/net interest type income is comprised of (i) interest income/interest type
income and (ii) interest expenses. For the year ended 2017, our net interest income was RMB2.3
billion. As a result of the adoption of IFRS 9 with effect from January 1, 2018, we have reclassified net
interest income to net interest type income and recognized RMB2.0 billion, RMB1.8 billion, RMB864.1
million and RMB253.9 million in net interest type income for the years ended 2018 and 2019, the six
months ended June 30, 2020 and the three months ended September 30, 2020.

The following table sets forth our net interest income/net interest type income for the periods
indicated.

For the Six Months For the Three Months
For the Year Ended December 31, Ended June 30, Ended September 30,
2017 2018 2019 2019 2020 2019 2020
RMB'000

(unaudited)  (unaudited)  (unaudited)  (unaudited)
Net interest income/Net interest type income

Interest type income.. . ... ..., ... .. N/A 2,930,339 2,642,081 1,152,633 1310586 665493 406,007
Interest income . . .. ... ... ... .. 3,254,516 N/A N/A N/A N/A N/A N/A
Less: Interest expenses . . .. ......... (918,226)  (974,770)  (862,174)  (395,939)  (446,484) (219,777)  (152,099)
Total ... ... 2,336,290 1955569 1,779,907 756,694 864,102 445716 253908

Interest income/Interest type income

During the years ended 2017, 2018 and 2019, the six months ended June 30, 2020 and the three
months ended September 30, 2020, we generated interest income/interest type income primarily from (i)
credit card balance transfer products, (ii) consumption credit products, and (iii) online-to-offline credit
products. For the years ended 2017, our interest income was RMB3.3 billion. For the years ended 2018
and 2019, the six months ended June 30, 2020 and the three months ended September 30, 2020, our
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interest type income was RMB2.9 billion, RMB2.6 billion, RMB1.3 billion and RMBO0.4 bhillion. On
October 10, 2018, we entered into an agreement to dispose of the subsidiary that operates our
online-to-offline business platform. The disposal was completed on December 31, 2018. Following the
disposal, we no longer operate the online-to-offline business platform.

The following table sets forth a breakdown of our interest income/interest type income by product
line in absolute amounts and as percentages of our total interest income/interest type income for the
periods indicated.

For the Year Ended December 31, For the Six Months Ended June 30, For the Three Months Ended September 30,
2017 2018 2019 2019 2020 2019 2020
RMB'000 % RMB'OOO % RMB'000 % RMB'OOO % RMB'000 % RMB'OOO % RMB'000 %
(unaudited) (unaudited) (unaudited) (unaudited)
Interest incomellnterest type
income
Credit card balance transfer
products . . ... ... 1,012,398 311 1119175 382 11322 293 387,034 336 325215 18 171815 258 96,787 238
Consumption credit products . . . 814,092 B0 13173 250 1,392,506 521 443714 385 937,022 715 402403 605 302,985 M1

Online-to-offline credit products. . 1427126 439 1,079,429 368 476,353 180 321825 279 48,349 37 91275 137 6,235 15

Total . . ... 3,254,516 1000 2930339 1000 2,642,081 1000 1,152,633 1000 1,310,586 1000 665493 1000 406,007 100.0

Interest expenses

Our interest expenses are primarily comprised of our payments to the trust investors that have
subscribed to the senior tranches of the applicable trust plans, representing these trust investors’ interest
income guaranteed by us under the trust lending structure. To a lesser extent, our interest expenses also
include our interest payments with respect to our bank loans and other borrowings to support our
subscriptions to subordinated tranches of the trust plans as well as our business operations. Our interest
expenses increased from RMB918.2 million in 2017 to RMB974.8 million in 2018, decreased to
RMB862.2 million, and further decreased to RMB446.5 million and to RMB152.1 million in 2019, the
six months ended June 30, 2020 and the three months ended September 30, 2020. Specifically, for the
years ended 2017, 2018 and 2019, the six months ended June 30, 2020 and the three months ended
September 30, 2020, our interest expenses in connection with our payments to the trust investors under
our trust lending structure were RMB814.0 million, RMB817.8 million, RMB728.4 million, RMB368.0
million and RMB111.2 million respectively.

Loan facilitation service fees

We generate loan facilitation service fees from loans originated through the credit-enhanced loan
facilitation structure (where we provide loan facilitation services and loan guarantees for the loans that
we facilitate) and the pure loan facilitation structure (where we provide loan facilitation services but
neither fund the loans nor provide loan guarantees). For the years ended 2017, 2018 and 2019, the six
months ended June 30, 2020 and the three months ended September 30, 2020, our loan facilitation
service fees were RMB83.9 million, RMB269.8 million, RMB1.3 billion, RMB238.2 million and
RMB249.3 million, respectively.
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The following table sets forth a breakdown of our loan facilitation service fees for our
credit-enhanced loan facilitation structure and our pure loan facilitation structure for the years ended
2017, 2018 and 2019, the six months ended June 30, 2020 and the three months ended September 30,
2020.

For the Six Months Ended For the Three Months

For the Year Ended December 31, June 30, Ended September 30,
2017 2018 2019 2019 2020 2019 2020
RMB'000
(unaudited)  (unaudited)  (unaudited)  (unaudited)
Credit-enhanced loan facilitation . . . ... .. 50,713 214273 1,147,150 516,834 228,214 512,439 249,209
Pure loan facilitation . . .. .......... 33,203 55,559 100,227 56,031 9,959 28,255 127
Loan facilitation servicefees. . . . ... ... 83916 269,832 1247377 572865 238173 540,694 249,336

We receive upfront payments at loan inception (if applicable) and subsequent payments over the
term of the loan. The service fees are first allocated to the guarantee liabilities at fair value. The
remaining amount is then allocated to upfront loan facilitation service and post loan facilitation service
using best estimated selling price.

Upfront loan facilitation services primarily include matching potential qualified borrowers to
institutional investors and facilitating the execution of loan agreements between the parties. We
recognize the upfront loan facilitation service fees upon loan inception. Post loan facilitation services
primarily include providing repayment processing services over the loan term. We recognize post loan
facilitation service fees over the period of the loan, which approximates the pattern of when the
underlying services are performed.

The following table sets forth the allocation of our loan facilitation service fees for the years
ended 2017, 2018 and 2019, the six months ended June 30, 2020 and the three months ended September
30, 2020.

For the Six Months Ended For the Three Months

For the Year Ended December 31, June 30, Ended September 30,
2017 2018 2019 2019 2020 2019 2020
RMB'000
(unaudited)  (unaudited)  (unaudited)  (unaudited)
Upfront loan facilitation service fees . . . . . . 69,102 230560 1,119,343 534996 159,983 494227 225,599
Post facilitation service fees. . . .. ... ... 14,814 39,272 128,034 37,869 78,190 46,467 23,737
Loan facilitation servicefees. . . . ... ... 83916 269,832 1247377 572,865 238173 540,694 249,336

—94 -



Other income

We generate other income primarily from (i) overdue charges with respect to loans to customers
originated by us, (ii) gains/losses from guarantees with respect to loan guarantees provided by us in
connection with the credit-enhanced loan facilitation structure, (iii) membership fees from customers in
relation to credit assessment, daily account maintenance of account and loan origination services and
(iv) risk management system service fees with respect to our value-added services based on our
Hummingbird system that we began offering in 2017. For the years ended 2017, 2018 and 2019, the six
months ended June 30, 2020 and the three months ended September 30, 2020, our other income was
RMB286.2 million, RMB511.2 million, RMB837.1 million, RMB101.6 million and RMB223.4 million,
respectively.

The following table sets forth a breakdown of our other income for the periods indicated.

For the Six Months Ended For the Three Months

For the Year Ended December 31, June 30, Ended September 30,
2017 2018 2019 2019 2020 2019 2020
RMB'000
(unaudited)  (unaudited)  (unaudited)  (unaudited)
Membership fees and referral fees. . . . . . .. — 351,653 794,581 500525 301,047 171,625 381
Penalty and service charges . . . ... ... .. 248,068 240,832 327,228 125094 183,419 99,197 58,776
Government grants. . . ... ..., ... ... — — — — 34,975 - —
Technology and professional service fee. . . . . — — — 16,212 — 8,037 —
Gains/(losses) from guarantee . . . . . ... .. 9,211  (160,436) (318,381) (116,192) (421,526) (235,220) 162,985
Others. . ...... ... ... ....... 28,897 79,133 33,645 5,021 3,636 (347) 1,216
Otherincome. . .. .............. 286,176 511,182 837,073 530,660 101,551 43292 223358
Expenses

The following table sets forth a breakdown of our expenses in absolute amounts and as
percentages of our total expenses for the periods indicated.

For the Year Ended December 31, For the Six Months Ended June 30, For the Three Months Ended September 30,
2017 2018 2019 2019 2020 2019 2020
RMB'OO % RMB'OOO %  RMB000 % RMB'OOO %  RMB000 % RMB'OOO %  RMB'000 %
(unaudited) (unaudited) (unaudited) (unaudited)

Origination and servicing expenses . 607,614 651 865581 590 709,509 530 301,884 474 310340 5.1 231909 599 232991 132

Sales and marketing expenses. . . 68,963 4 26107 8 3202 24 14699 23 8,781 15 7,607 20 4522 14
General and administrative

I 181,747 195 502,369 342 505424 317 281,016 442 153200 269 122984 318 64651 203
Research and development

I 74,379 80 74058 50 9239 69 3892 6.1 36900 65 24,606 63 16,089 5.1

Total expenses. . . . . . . . 932,703 1000 1,468,125 1000 1,339,554 1000 636521 1000 569221 1000 387,106 1000 318253 100.0
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Origination and servicing expenses

The following table sets forth a breakdown of our origination and servicing expenses for the

periods indicated.

Employee benefit expenses . . . ... ... ..
Loan origination and servicing expenses. . . . .
Officerental. . .. ... ............
Depreciation and amortization. . . . . ... ..
Other expenses . . .. .............

For the Six Months Ended

For the Three Months

For the Year Ended December 31, June 30, Ended September 30,
2017 2018 2019 2019 2020 2019 2020
RMB'000
(unaudited)  (unaudited)  (unaudited)  (unaudited)
301,794 206,920 59,515 32,476 20,116 14,551 10,233
217,185 580,377 593,525 252972 316551 197588 202,486
34,386 30,442 — — — - —
12,785 9,893 16,005 3,259 2,696 1,425 1,264
41,464 37,949 40,464 13,177 30,977 18,345 19,008
607,614 865581 709509 301,884 370,340 231909 232,991

Our origination and servicing expenses are primarily comprised of (i) employee benefit expenses
for loan origination, loan servicing, and credit policy management personnel, (ii) loan servicing
expenses such as trust plan administration fees, funding administration fees, online traffic redirection
fees, credit record access charges, and third-party loan servicing vendor charges, and (iii) office rental
expenses of our regional offices and, for 2017 and 2018, offline outlets. For the years ended 2017, 2018
and 2019, the six months ended June 30, 2020 and the three months ended September 30, 2020, our
origination and servicing expenses were RMB607.6 million, RMB865.6 million, RMB709.5 million,
RMB370.3 million and RMB233.0 million, respectively.

Sales and marketing expenses

The following table sets forth a breakdown of our sales and marketing expenses for the periods

indicated.

Marketing and advertising fees . . . ... ...
Branding expenses. . . ... ... ... ...
Employee benefit expenses . . . ... ... ..
Depreciation and amortization. . . . . ... ..
Other expenses . . .. .............

For the Six Months Ended

For the Three Months

For the Year Ended December 31, June 30, Ended September 30,
2017 2018 2019 2019 2020 2019 2020
RMB'000
(unaudited)  (unaudited)  (unaudited)  (unaudited)
55,326 — — — — - —
— 16,242 6,066 4,980 2,173 29 1,562
9,231 5,691 11,082 5,359 4,806 3,070 2,247
308 96 1,502 35 41 17 19
4,098 4,088 13,579 4,325 1,161 4,491 694
68,963 26,117 32,229 14,699 8,781 7,607 4522

Our sales and marketing expenses are primarily comprised of (i) marketing and advertising fees to
promote our credit products and branding and (ii) employee benefit expenses (excluding commissions)
for sales and marketing personnel. For the years ended 2017, 2018 and 2019, the six months ended June
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30, 2020 and the three months ended September 30, 2020, our sales and marketing expenses were
RMB69.0 million, RMB26.1 million, RMB32.2 million, RMB8.8 million and RMB4.5 million,
respectively.

General and administrative expenses

The following table sets forth a breakdown of our general and administrative expenses for the
periods indicated.

For the Six Months Ended For the Three Months

For the Year Ended December 31, June 30, Ended September 30,
2017 2018 2019 2019 2020 2019 2020
RMB'000
(unaudited)  (unaudited)  (unaudited)  (unaudited)
Employee benefit expenses . . . ... ... .. 107509 342,175 368,778 217,681 71,949 75,410 27,306
Tax and surcharge . . . .. ........... 12,343 12,827 22,619 8,881 15,350 6,333 5,278
Professional service fees. . .. ... ... ... 24,843 28,920 45,761 13,065 12,736 20,393 8,050
Listing expenses. . . . . ............ 6,869 49,870 — — — — —
Officerental. . ... .............. 14,062 18,320 - — — - —
Depreciation and amortization. . . . .. .. .. 7,749 18,989 40,348 29,169 29,903 13,091 12,846
Other expenses . . . .. ............ 8,372 31,268 27,918 12,220 23,262 7,757 1,17
Total . ... ... 181,747 502,369 505424 281,016 153200 122984 64,651

Our general and administrative expenses are primarily comprised of (i) employee benefit expenses
for management personnel, (ii) taxes and surcharges levied on our headquarters’ operations, (iii)
professional service fees primarily in connection with the issuance of the Preferred Shares and legal
collection actions, (iv) listing expenses primarily in connection with our initial public offering and
listing on the SEHK and (v) office rental and expenses of our headquarters in respect of our
administrative function. For the years ended 2017, 2018 and 2019, the six months ended June 30, 2020
and the three months ended September 30, 2020, our general and administrative expenses were
RMB181.7 million, RMB502.4 million, RMB505.4 million, RMB153.2 million and RMB64.6 million,
respectively.

Research and development expenses

The following table sets forth a breakdown of our research and development expenses for the
periods indicated.

For the Six Months Ended For the Three Months

For the Year Ended December 31, June 30, Ended September 30,
2017 2018 2019 2019 2020 2019 2020
RMB'000
(unaudited)  (unaudited)  (unaudited)  (unaudited)
Employee benefit expenses . . . ... ... .. 55,242 60,959 81,184 36,063 35,895 23,633 14,084
Officerental. . . .. .............. 8,656 6,869 - — — - —
Professional service fees. . . .. ... .. .. 1719 2,805 3,120 1,290 283 105 608
Depreciation and amortization. . . . ... ... 3,493 2,452 7,358 1,191 647 746 319
Other expenses . . .. ............. 5,269 973 730 378 75 122 1,078
Total . ... ... 74,379 74,058 92,392 38,922 36,900 24,606 16,089
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Our research and development expenses are primarily comprised of (i) employee benefit expenses
for research and development personnel, and (ii) office rental and expenses for research and
development office and data center space. For the years ended 2017, 2018 and 2019, the six months
ended June 30, 2020 and the three months ended September 30, 2020, our research and development
expenses were RMB74.4 million, RMB74.1 million, RMB92.4 million, RMB36.9 million and RMB16.1
million, respectively.

I mpairment losses/Credit impairment losses

The following table sets forth a breakdown of our impairment losses for the periods indicated.

For the Six Months Ended For the Three Months

For the Year Ended December 31, June 30, Ended September 30,
2017 2018 2019 2019 2020 2019 2020
RMB'000
(unaudited)  (unaudited)  (unaudited)  (unaudited)
Cash and cash equivalents. . . .. ... .. .. — 3) 1 — 66 13 72
Restricted cash . . . .. ............ — 0] 34 33 102 7 M
Loans to customers at amortized cost . . . . . . 1,397,199 — — — — — —
Contractassets. . . .. ............. 11,872 17,293 146,069 64,392 53,853 71,046 16,282
Guarantee receivables . . .. . ... ... ... 3,562 35,998 165,586 62,364 108,579 58,566 36,976
Otherassets . . .. ............... 4,806 1,061 (2,589) (2,628) 2,408 (595) 548
Total .. ... 1,417,439 54,348 309,101 124,161 165008 129,037 53,871

Our impairment losses/credit impairment losses are primarily comprised of losses from
impairment of loans to customers originated by us through trust lending, direct lending and
credit-enhanced loan facilitation structures. For the years ended 2017, 2018 and 2019, the six months
ended June 30, 2020 and the three months ended September 30, 2020, our impairment losses/credit
impairment losses were RMB1.4 billion, RMB54.3 million, RMB309.1 million, RMB165.0 mllion and
RMB53.9 million, respectively. As a result of the adoption of IFRS 9, loans to customers at amortized
cost have been reclassified as loans to customers at fair value through profit or loss from January 1,
2018.

Fair value change of loans to customers

Following the adoption of IFRS 9 in 2018, we measure assets that do not meet the criteria for
amortized cost or fair value through comprehensive income at fair value through profit or loss. As a
result, we measured our gains and losses on our loans to customers at fair value through profit or loss
and recognized a fair value change of loans to customers of RMB1,130.1 million, RMB2,058.5 million,
RMB1,800.1 million and RMB251.6 million in the years ended 2018 and 2019, the six months ended
June 30, 2020 and the three months ended September 30, 2020, respectively.

Other (losses)/gains, net
Our net other (losses)/gains are primarily comprised of (i) loss on early repayment (if applicable)

and (ii) finance cost. We present these losses net of profit from fair value changes on wealth
management products. For the year ended 2017, our net other losses were RMB8.8 million. For the year
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ended 2018, we recorded net other gains of RMB17.6 million. For the year ended 2019, the six months
ended June 30, 2020 and the three months ended September 30, 2020, we recorded net other losses of
RMB2.9 million and RMB8.6 million and net other gains of RMB24.8 million, respectively.

The following table sets forth a breakdown of our net other losses for the periods indicated.

Loss on early repayment. . . . ... ... ...
Finance cost,net. . . .. ......... ...
Gain from financial assets at fair value through
profitorfoss .. ...............
Gain from disposal of subsidiary

Other (losses)/gains, net

Loss on early repayment

For the Six Months Ended

For the Three Months

For the Year Ended December 31, June 30, Ended September 30,
2017 2018 2019 2019 2020 2019 2020
RMB'000
(unaudited) ~ (unaudited)  (unaudited)  (unaudited)
(36,738) N/A N/A N/A N/A N/A N/A
27353 (19366)  (4,632)  (2553)  (8555)  (17,324) 24,760
545 1,360 1,781 485 2 1,016 2
— 35589 - — — - —
(8840) 17583 (2851)  (2,068)  (8553)  (16308) 24,762

Our loss on early repayment represents our loss resulting from the difference between actual early
repayments and the carrying amount for early repayments. For the year ended 2017, our loss on early
repayment was RMB36.7 million. Due to the adoption of IFRS 9, we do not record loss on early
repayment for the years ended 2018 and 2019, the six months ended June 30, 2020 and the three

months ended September 30, 2020.

Finance cost, net

The following table sets forth a breakdown of our finance cost for the periods indicated.

Exchange gains/(losses) . . . .. ........
Gain from disposal of investments accounted for

For the Six Months Ended

For the Three Months

using the equity method

Interest expense on lease liabilities

Bank interest income

Interest expense on senior notes issued

Bank charges

Others

For the Year Ended December 31, June 30, Ended September 30,
2017 2018 2019 2019 2020 2019 2020
RMB'000
(unaudited)  (unaudited)  (unaudited)  (unaudited)
25460 (25718)  (10,261) (88)  (10216)  (18426) 23,062
— — — — 468 — —
N/A N/A  (2548)  (1,6%)  (1,584) (2,082 (871)
2,664 7,351 12,439 5,554 10,494 3,188 3,756
— — — (231 — 89 —
(11) (999)  (1,848)  (4011)  (1.717) (93)  (1,187)
- —  (2414) - - — -
27353 (19366)  (4632)  (2553)  (8555)  (17,324) 24,760
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Our finance cost represents the sum of foreign exchange (losses)/gains in connection with our
foreign-currency denominated borrowings, interest income from our bank deposits, and bank charges
incurred during our operating activities. For the years ended 2018 and 2019, the six months ended June
30, 2020 and the three months ended September 30, 2020, our finance cost was RMB19.4 million,
RMB4.6 million, RMB8.6 million and finance gain of RMB24.8 million, respectively. For the year
ended 2017, we recorded a gain of RMB27.4 million.

Operating profit/(loss)

For the years ended 2017, 2018 and 2019, we recorded operating profit of RMB347.4 million,
RMB101.6 million, RMB154.4 million, respectively, and our operating profit margin was 12.8%, 3.7%
and 4.0%, respectively. For the six months ended June 30, 2020 and the three months ended September
30, 2020, we recorded operating loss of RMB1.3 billion and operating profit of RMB127.6 million,
respectively.

Share of net (loss)/profit of associates accounted for using the equity method

Our share of net (loss)/profit of associates accounted for using the equity method represents our
Group’s share of (loss)/profit from our associates. In June 2016, we invested in 40% of shares of APass
Holdings Company Limited, which is a holding company that controls a PRC operational company
providing data development services. In May 2020, we disposed of this interest. In December 2017, we
invested in 10% of the shares of Shanghai Cosco Shipping Small Loan Co., Ltd. For the years ended
2017, 2018 and 2019, the six months ended June 30, 2020 and the three months ended September 30,
2020, our share of net loss of associates accounted for using the equity method was RMB6.4 million,
RMB2.9 million, net profit of RMB10.0 million, net loss of RMB11.2 million and net profit of RMBO0.1
million, respectively.

Fair value loss of Preferred Shares

Fair value loss of Preferred Shares represents changes in fair value of the Preferred Shares, and is
the difference between ending and beginning balances of the Preferred Shares on our consolidated
statements of financial position. We used the discounted cash flow method to determine the underlying
share value of our Group and adopted the equity allocation method to determine the fair value of the
Preferred Shares as of the dates of issuance and at the end of each reporting period. For the years ended
2017 and 2018, our fair value loss of Preferred Shares was RMB1.3 billion and RMB1.05 billion,
respectively. All of the Preferred Shares were automatically converted into ordinary shares upon the
listing of our ordinary shares on the SEHK in June 2018 and no fair value loss of Preferred Shares was
subsequently recorded.
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Loss for the year and adjusted net (loss)/profit

For the years ended 2017 and 2018, the six months ended June 30, 2020 and the three months
ended September 30, 2020, we incurred net loss of RMB1.0 billion, RMB1.0 billion and RMB1.1
billion and recorded net profit of RMB90.4 million, respectively. For the year ended 2019, we recorded
net profit of RMB64.8 million. For the years ended 2017, 2018 and 2019, we had adjusted net profit of
RMB292.5 million, RMB295.8 million and RMB368.2 million, respectively, and our adjusted net profit
margin was 10.8%, 10.8% and 9.5%. For the six months ended June 30, 2020 and the three months
ended September 30, 2020, we had adjusted net loss of RMB1.0 billion and adjusted net profit of
RMBO0.1 billion, respectively, and our adjusted net loss margin was negative 86.6% and 15.1%,
respectively. See “— Non-IFRS Measures.”

TAXATION
British Virgin Islands

Under the laws of the BVI, we are not subject to any tax on income or capital gains.
Cayman |slands

Under the laws of the Cayman Islands, we are not subject to any tax on income or capital gains.
Hong Kong

Hong Kong profits tax rate is 16.5%. No provision for Hong Kong profits tax was made as we had
no estimated assessable profit that was subject to Hong Kong profits tax during the years ended 2017,
2018 and 2019, the six months ended June 30, 2020 and the three months ended September 30, 2020.

China

Under the PRC Enterprise Income Tax Law, our PRC subsidiaries are subject to income tax at the
statutory rate of 25% and may enjoy preferential tax treatments available to qualified enterprises in
certain encouraged sectors of the economy. Companies qualified as high- and new-technology
enterprises enjoy a preferential enterprise income tax rate of 15% for three years and can apply for
renewal of the high- and new-technology enterprise status. One of our PRC subsidiaries, VC Financial
Technology, qualified as a high- and new-technology enterprise in Shanghai and enjoyed the
preferential income tax rate of 15% from 2015 to 2017. In November 2017, VC Financial Technology
was further approved as a high- and new-technology enterprise, and continues to enjoy the preferential
income tax rate of 15% from 2018 to 2020.
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The income tax on our Group’s profit or loss before income tax differs from the theoretical
amount that would apply using the statutory income tax rate applicable to the profit or loss of the
consolidated entities. The following table sets forth the detailed calculation.

For the Six Months Ended For the Three Months

For the Year Ended December 31, June 30, Ended September 30,
2017 2018 2019 2019 2020 2019 2020
RMB' 000
(unaudited)  (unaudited)  (unaudited)  (unaudited)
Loss/(Profit) before incometax . . .. .. .. (944,464)  (948/421) 164,331 58,355 (1,350,298) 80,832 127,737
Tax calculated at PRC statutory income tax rate
of25% ... ... 236,116 237,105  (41,083)  (14,589) 337,575  (20,208) (31,935
Tax effects of:
— Differential income tax rates applicable to
subsidiaries . . .. ... (288,136) 19,266 14,628 12552 (58,603)  (3,051) 1,391
— Expenses not deductible for income tax
PUFPOSE . v v e (9,540)  (72,881)  (76,537)  (47,975)  (9,896)  (13,732) (6,760
Share-based compensation. . . . ..... ... (2,531)  (68,902)  (75,854)  (46,652) (9,795)  (14,733) (4,803)
Others. .. ... ... ... ... . ... (7,009 (3,979) (683) (1,323 (101) 1,001 (1,957)
— Effect from fair value change of preferred
shares . . .. ... ... —  (261,789) - — — - —
— Revenue not subject to income tax. . . . . . — 4,125 — — — — —
— Super deduction for research and
development expenses . . . . ... .. .. 4,762 9,061 4,724 — — — —
— Previously unrecognized tax losses now
recouped to reduce current tax expense . . 1,838 — — — — — —
— No recognition of deferred tax assets on tax
losses .. ... .. ... ... (3,709)  (13419)  (L213) (2,169 (6) 2,169 6
Income tax credit/(expenses). . . . . ... .. (58,669)  (78,532)  (99541)  (52,181) 269,070  (34,822)  (37,298)

Pursuant to the PRC Enterprise Income Tax Law, a 10% withholding tax is levied on dividends
declared from China to foreign investors. The withholding tax rate may be lowered to a minimum of
5% if there is a tax arrangement between China and the jurisdiction of the foreign investors.
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PERIOD TO PERIOD COMPARISON OF RESULTS OF OPERATIONS

Three months Ended September 30, 2020 Compared to Three months Ended September 30, 2019

Total income

Our total income decreased by 29.4% to RMBO0.7 billion for the three months ended September
30, 2020, compared to RMB1.0 billion for the three months ended September 30, 2019. This decrease
was primarily due to a decrease in loan origination volume.

We recognized a decrease of 39.0% in interest type income to RMB406.0 million for the three
months ended September 30, 2020, compared to RMB665.5 million for the three months ended
September 30, 2019. The decrease in interest type income was primarily due to a decrease in the
average outstanding loan balance. Interest expenses decreased by 30.8% to RMB152.1 million for the
three months ended September 30, 2020, compared to RMB219.8 million for the three months ended
September 30, 2019. The decrease in interest expenses primarily resulted from the decrease in the
average borrowing balance and weighted interest rate.

Our loan facilitation service fees decreased by 53.9% to RMB249.3 million for the three months
ended September 30, 2020, compared to RMB540.7 million for the three months ended September 30,
2019. This decrease was driven by a decrease in facilitation fee rates and loan origination volume as a
result of a more conservative strategy that we had adopted since the first quarter of 2020 in response to
the COVID-19 pandemic.

Other income increased by 415.9% to RMB223.4 million for the three months ended September
30, 2020, compared to RMB43.3 million for the three months ended September 30, 2019. The increase
in other income was primarily due to a decrease in losses from guarantees.

Origination and servicing expenses

Our origination and servicing expenses increased by 0.5% to RMB233.0 million for the three
months ended September 30, 2020, compared to RMB231.9 million for the three months ended
September 30, 2019. This increase was due to our increased efforts on loan collection after the outbreak
of the COVID-19 pandemic as part of our credit risk management measures to improve loan collection
recovery rates and delinquency trends.

Sales and marketing expenses
Our sales and marketing expenses decreased by 40.6% to RMB4.5 million for the three months
ended September 30, 2020, compared to RMB7.6 million for the three months ended September 30,

2019, due to a decrease in branding expenses and reallocation of resources to improve operation
efficiency.
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General and administrative expenses

Our general and administrative expenses decreased by 47.4% to RMB64.7 million for the three
months ended September 30, 2020, compared to RMB123.0 million for the three months ended
September 30, 2019, primarily due to a decrease in personnel related expenses, which included reduced
share-based compensation of RMB19.2 million for the three months ended September 30, 2020,
compared to RMB58.6 million for the three months ended September 30, 2019, as share options of
resigned employees lapsed during the three months ended September 30, 2020.

Research and development expenses

Our research and development expenses decreased by 34.6% to RMB16.1 million for the three
months ended September 30, 2020, compared to RMB24.6 million for the three months ended
September 30, 2019, primarily due to overall cost savings in respect of non-essential research and
development expenses.

Credit impairment losses

Our credit impairment losses decreased by 58.3% to RMB53.9 million for the three months ended
September 30, 2020, compared to RMB129.0 million for the three months ended September 30, 2019,
primarily due to a decrease in delinquent guarantee receivables.
Fair value change of loans to customers

Our fair value change of loans to customers decreased by 39.6% to RMB251.6 million for the
three months ended September 30, 2020, compared to RMB416.9 million for the three months ended
September 30, 2019, primarily due to a decrease in delinquency rates for loan repayment.
Other gains/(losses), net

We recorded net other gains of RMB24.8 million for the three months ended September 30, 2020,
compared to net other losses of RMB16.3 million for the three months ended September 30, 2019,
primarily due to an increase in exchange gains.
Operating profit

Our operating profit increased by 58.8% to RMB127.6 million for the three months ended
September 30, 2020, compared to RMB80.4 million for the three months ended September 30, 2019,
mainly due to the improvement of our asset quality.
Share of net profit of associates accounted for using the equity method

Our share of net profit of associates accounted for using the equity method decreased by 76.6% to
RMBO0.1 million for the three months ended September 30, 2020, compared to RMBO0.4 million for the

three months ended September 30, 2019, which was due to the disposal of our interest in APass
Holdings Company Limited.
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Profit before income tax

As a result of the foregoing, our profit before income tax increased by 58.0% to RMB127.7
million for the three months ended September 30, 2020, compared to RMB80.8 million for the three
months ended September 30, 2019.

Income tax expenses

Our income tax expenses increased by 7.1% to RMB37.3 million for the three months ended
September 30, 2020, compared to RMB34.8 million for the three months ended September 30, 2019,
primarily due to the higher taxable income of our PRC subsidiaries subject to income tax in 2020.

Profit for the period

As a result of the foregoing, our profit for the period increased by 96.6% to RMB90.4 million for
the three months ended September 30, 2020, compared to RMB46.0 million for the three months ended
September 30, 2019.

Adjusted net profit

Our adjusted net profit increased by 4.8% to RMB109.7 million for the three months ended
September 30, 2020, compared to RMB104.6 million for the three months ended September 30, 2019,
which is in line with our Non-1FRS adjusted operating profit. Our adjusted net profit margin was 10.2%
and 15.1% for the three months ended September 30, 2019 and 2020, respectively. See “— Non-IFRS
Measures.”

Six months Ended June 30, 2020 Compared to Six months Ended June 30, 2019

Total income

Our total income decreased by 35.3% to RMB1.2 billion for the six months ended June 30, 2020,
compared to RMB1.9 billion for the six months ended June 30, 2019. This decrease was primarily due
to a decrease in loan origination volume and an increase in delinquency rates as a result of the impact
of the COVID-19 pandemic during the first quarter of 2020.

We recognized an increase of 13.7% in interest type income to RMB1.3 billion for the six months
ended June 30, 2020, compared to RMBL1.2 billion for the six months ended June 30, 2019. The
increase in interest type income was primarily due to an increase in the average outstanding loan
balance as a result of the loans originated in the second half of 2019. Interest expenses increased by
12.8% to RMB446.5 million for the six months ended June 30, 2020, compared to RMB395.9 million
for the six months ended June 30, 2019. The increase in interest expenses primarily resulted from the
interest expenses in respect of the 2021 Notes issued on June 21, 2019.
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Our loan facilitation service fees decreased by 58.4% to RMB238.2 million for the six months
ended June 30, 2020, compared to RMB572.9 million for the six months ended June 30, 2019. This
decrease was driven by a decrease in facilitation fee rates and loan origination volume as a result of a
more conservative strategy adopted during the first quarter of 2020 in response to the COVID-19
pandemic. Loans originated through credit-enhanced and pure loan facilitation structures decreased by
10.3% to RMB8.2 billion for the six months ended June 30, 2020, compared to RMB9.1 billion for the
six months ended June 30, 2019.

Other income decreased by 80.9% to RMB101.6 million for the six months ended June 30, 2020,
compared to RMB530.7 million for the six months ended June 30, 2019. The decrease in other income
was primarily due to a decrease in referral fees and an increase in delinquency rates for loan
repayments reflected in losses from guarantees as a result of the adverse impact of the COVID-19
pandemic during the first quarter of 2020.

Origination and servicing expenses

Our origination and servicing expenses increased by 22.7% to RMB370.3 million for the six
months ended June 30, 2020, compared to RMB301.9 million for the six months ended June 30, 2019,
due to our increased efforts on loan collection after the outbreak of the COVID-19 pandemic as part of
our credit risk management measures to improve loan collection recovery rates and delinquency trends.

Sales and marketing expenses

Our sales and marketing expenses decreased by 40.3% to RMB8.8 million for the six months
ended June 30, 2020, compared to RMB14.7 million for the six months ended June 30, 2019, due to a
decrease in branding expenses and reallocation of resources to improve operation efficiency.

General and administrative expenses

Our general and administrative expenses decreased by 45.5% to RMB153.2 million for the six
months ended June 30, 2020, compared to RMB281.0 million for the six months ended June 30, 2019,
primarily due to a decrease in personnel related expenses, which included reduced share-based
compensation of RMB39.2 million for the six months ended June 30, 2020, compared to RMB186.6
million for the six months ended June 30, 2019, as share options of resigned employees lapsed during
the six months ended June 30, 2020.

Research and development expenses

Our research and development expenses decreased by 5.2% to RMB36.9 million for the six
months ended June 30, 2020, compared to RMB38.9 million for the six months ended June 30, 2019,
primarily due to overall cost savings in respect of non-essential research and development expenses.
Credit impairment losses

Our credit impairment losses increased by 32.9% to RMB165.0 million for the six months ended

June 30, 2020, compared to RMB124.2 million for the six months ended June 30, 2019, primarily due
to an increase in delinquent guarantee receivables.
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Fair value change of loans to customers

Our fair value change of loans to customers increased by 73.1% to RMBL1.8 billion for the six
months ended June 30, 2020, compared to RMB1.0 billion for the six months ended June 30, 2019,
primarily due to a decrease in loan origination volume and an increase in delinquency rates for loan
repayments.

Other losses, net

Our net other losses increased by 313.6% to RMB8.6 million for the six months ended June 30,
2020, compared to RMB2.1 million for the six months ended June 30, 2019, primarily due to an
increase foreign exchange losses.

Operating (loss)/profit

We recorded an operating loss of RMB1.3 billion for the six months ended June 30, 2020,
compared to an operating profit of RMB57.4 million for the six months ended June 30, 2019, mainly
due to the adverse impact of the COVID-19 pandemic during the first quarter of 2020 which led to an
increase in delinquency rates for loan repayments and an increase in fair value loss in our loan
portfolio.

Share of net (loss)/profit of associates accounted for using the equity method

We recorded a share of net loss of associates accounted for using the equity method of RMB11.2
million for the six months ended June 30, 2020, compared to a share of net profit of associates
accounted for using the equity method of RMB1.0 million for the six months ended June 30, 2019,
which was due to the disposal of our interest in APass Holdings Company Limited.
(Loss)/Profit before income tax

As a result of the foregoing, we recorded a loss before income tax of RMBZ1.4 billion for the six
months ended June 30, 2020, compared to a profit before income tax of RMB58.4 million for the six
months ended June 30, 2019.
Income tax credit/(expense)

We recorded income tax credit of RMB269.1 million for the six months ended June 30, 2020,
compared to an income tax expense of RMB52.2 million for the six months ended June 30, 2019,
primarily due to the higher taxable income of our PRC subsidiaries subject to income tax in 2020.

(Loss)/Profit for the year

As a result of the foregoing, we recorded a loss of RMB1.1 billion for the six months ended June
30, 2020, compared to a profit of RMB6.2 million for the six months ended June 30, 2019.
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Adjusted net (loss)/profit

Our adjusted net loss was RMB1.0 billion for the six months ended June 30, 2020, compared to
our adjusted net profit of RMB192.8 million for the six months ended June 30, 2019, which is in line
with our Non-IFRS adjusted operating (loss)/profit. Our adjusted net profit margin was 10.4% and
negative 86.6%, respectively. See “— Non-IFRS Measures.”

Year Ended December 31, 2019 Compared to Year Ended December 31, 2018

Total income

Our total income increased by 41.2% to RMB3.9 billion for 2019, compared to RMB2.7 billion
for 2018. This increase was primarily due to the increase in loan origination volume through our
credit-enhanced loan facilitation structure.

As a result of our adopting IFRS 9 with effect from January 1, 2018, we recognized a decrease of
9.0% in net interest type income to RMB1.8 billion in 2019, compared to RMB2.0 billion in 2018. The
decrease was primarily due to the disposal of our online-to-offline business platform in the second half
of 2018 and as we gradually ceased to originate online-to-offline credit products as from such date.
Therefore, the interest type income of online-to-offline credit products decreased by 55.9% to
RMBA476.4 million for 2019, compared to RMB1.1 billion for 2018. On the other hand, our online
interest type income increased by 17.0% to RMB2.2 billion for 2019, compared to RMB1.9 billion for
2018, due to the growth of loan origination volume through direct lending and trust lending structures.
Interest expenses decreased by 11.6% to RMB862.2 million for 2019, compared to RMB974.8 million
for 2018. The decrease in interest expenses primarily resulted from the decrease in the average
borrowing balance during 2019.

Our loan facilitation service fees increased by 362.3% to RMB1.3 billion for 2019, compared to
RMB269.8 million for 2018. The increase in loan facilitation service fees was driven by a significant
increase in our loan origination volume through credit-enhanced loan facilitation structure. Loans
originated under the form of credit-enhanced loan facilitation structure increased by 221.6% to
RMB16.3 billion for 2019, compared to RMB5.1 billion for 2018.

Our other income increased by 63.8% to RMB837.1 million for 2019, compared to RMB511.2
million for 2018. The increase in other income was primarily due to an increase in referral fees
resulting from our targeted efforts in cooperating with our business partners and offering cross-selling
opportunities to further enhance the value of our platform.

Origination and servicing expenses
Our origination and servicing expenses decreased by 18.0% to RMB709.5 million for 2019,

compared to RMB865.6 million for 2018, due to the disposal of our online-to-offline business platform
in the second half of 2018 and the resulting substantial decrease in our employee benefit expenses.
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Sales and marketing expenses

Our sales and marketing expenses increased by 23.4% to RMB32.2 million for 2019, compared to
RMB26.1 million for 2018, because of increased costs of public relations and market surveillance to
monitor the latest market trends in 2019.

General and administrative expenses

Our general and administrative expenses increased slightly by 0.6% to RMB505.4 million for
2019, compared to RMB502.4 million for 2018, mainly due to (i) a decrease of RMB34.6 million in
other general and administrative expenses attributable to improved operation efficiency, (ii) an increase
of RMB27.8 million in share-based compensation expenses and (iii) an increase of RMB9.8 million in
tax and surcharges that resulted from the increased total income in 2019.

Research and development expenses

Our research and development expenses increased by 24.8% to RMB92.4 million for 2019,
compared to RMB74.1 million for 2018, primarily due to an increase in employee benefit expenses in
order to strengthen our technology and risk management capabilities.
Credit impairment losses

Our credit impairment losses increased by 468.7% to RMB309.1 million for 2019, compared to
RMB54.3 million for 2018, primarily due to an increase in guarantee receivables resulting from an
increased loan volume through the credit-enhanced loan facilities structure.
Fair value change of loans to customers

Our fair value change of loans to customers increased by 82.2% to RMB2.1 billion for 2019,
compared to RMBL1.1 billion for 2018, primarily due to the increase in loans originated through our
trust lending structure.
Other gains/(losses), net

We recorded net other losses of RMB2.9 million for 2019, compared to net other gains of
RMB17.6 million for 2018, primarily due to gains from the disposal of our online-to-offline business
platform in 2018.
Operating profit

Operating profit increased by 51.9% to RMB154.4 million for 2019, compared to RMB101.6
million for 2018, mainly due to the successful implementation of our business strategy to shift to a pure

online business platform and steady growth of our business scale. In addition, our operation efficiency
has improved since the disposal of our online-to-offline business platform.
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Share of net profit/(loss) of associates accounted for using the equity method

We recorded a share of net profit of associates accounted for using the equity method of RMB10.0
million for 2019, compared to a share of net loss of associates accounted for using the equity method of
RMB2.9 million for 2018, which was due to a profit from APass Holdings Company Limited.

Fair value change of Preferred Shares

Fair value loss of the Preferred Shares for 2018 was RMB1.1 billion. As the Preferred Shares
were converted into ordinary shares upon our listing on the Main Board of the SEHK in June 2018,
there was no fair value loss of Preferred Shares for 2019.

Profit/(Loss) before income tax

As a result of the foregoing, we recorded a profit before income tax of RMB164.3 million in
2019, compared to a loss before income tax of RMB948.4 million for 2018.

Income tax expenses

Our income tax expenses increased by 26.8% to RMB99.5 million for 2019, compared to
RMB78.5 million for 2018, primarily due to the higher taxable income of our PRC subsidiaries subject
to income tax in 2019.

Profit/(Loss) for the year

As a result of the foregoing, we recorded a profit of RMB64.8 million for 2019, compared to a
loss of RMB1.0 billion for 2018.

Adjusted net profit

For 2018 and 2019, we had adjusted net profit of RMB295.8 million and RMB368.2 million,
respectively, and our adjusted net profit margin was 10.8% and 9.5%, respectively. See “— Non-IFRS
Measures.”

Year Ended December 31, 2018 Compared to Year Ended December 31, 2017
Total income

Our total income increased by 1.1% to RMB2.7 billion for 2018, compared to RMB2.7 billion for
2017. This increase was primarily due to the increase in our loan origination volume through our
credit-enhanced loan facilitation structure.

As a result of our adopting IFRS 9 with effect from January 1, 2018, we recognized interest type
income of RMB2.9 billion derived from outstanding balance of loans to customers originated under
direct lending and trust lending structures. For 2017, we recognized interest income of RMB3.3 billion
derived from loans to customers at amortized cost. The outstanding balance of on-balance sheet loans,
which is defined as the outstanding loan principal balance calculated using amortization schedule, was
RMB9.3 billion as of December 31, 2018, a decrease of 28.9% compared to RMB13.1 billion as of
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December 31, 2017. Our interest expenses increased from RMB918.2 million for 2017 to RMB974.8
million for 2018. As a result, our net interest income or net interest type income decreased by 16.3%
from RMB2.3 billion for 2017 to RMB2.0 billion for 2018.

Our loan facilitation service fees increased by 221.6% to RMB269.8 million for 2018, compared
to RMB83.9 million for 2017. This increase was primarily due to the significant increase in our loan
origination volume through our credit-enhanced loan facilitation structure and pure loan facilitation
structure.

Our other income increased by 78.6% to RMB511.2 million for 2018, compared to RMB286.2
million for 2017. This increase was primarily due to fees received from our user membership service
that we launched in 2018.

Origination and servicing expenses

Our origination and servicing expenses increased by 42.5% to RMB865.6 million for 2018,
compared to RMB607.6 million for 2017, primarily due to increases in loan servicing expenses,
including credit card record access charges and third-party loan servicing vendor charges. The increase
in loan servicing expenses resulted from our enhanced collection efforts and strict emphasis on credit
assessments.

Sales and marketing expenses

Our sales and marketing expenses decreased by 62.1% to RMB26.1 million for 2018, compared to
RMB69.0 million for 2017, primarily resulting from expenses relating to integrating user acquisition
channels from outsourcing companies.

General and administrative expenses

Our general and administrative expenses increased by 176.4% to RMB502.4 million for 2018,
compared to RMB181.7 million for 2017, primarily due to (i) an increase in personnel related expenses,
including share-based compensation and (ii) RMB49.9 million listing expenses primarily relating to our
listing on the Main Board of the SEHK in June 2018.

Research and development expenses

We recorded research and development expenses of RMB74.1 million for 2018, which is broadly
in line with the RMB74.4 million for 2017.

Credit impairment losses/| mpairment |losses

Our credit impairment losses or impairment losses were RMB54.3 million for 2018. Our
impairment losses were RMB1.4 billion for 2017.

Fair value change of loans to customers

Our fair value change of loans to customers was RMB1.1 billion for 2018. We did not record any
fair value change of loans to customers for 2017.

- 111 -



Other gains/losses, net

We recorded net other gains of RMB17.6 million for 2018, compared to net other losses of
RMB8.8 million for 2017, primarily due to the reclassification of loss on early repayment from January
1, 2018 as a result of our adopting IFRS 9. Under IFRS 9, the early repayment option associated with
loans is no longer measured separately and the associated loss on early repayment has been reclassified
as fair value change of loans to customers.

Operating profit

As a result of the foregoing, we recorded an operating profit of RMB101.6 million for 2018, as
compared to an operating profit of RMB347.4 million for 2017.

Share of net loss of associates accounted for using the equity method

Our share of net loss of associates accounted for using the equity method decreased by 54.5% to
RMB2.9 million for 2018, compared to RMB6.4 million for 2017 due to the net loss of APass Holdings
Company Limited.
Fair value change of Preferred Shares

Fair value loss of Preferred Shares for 2018 was RMB1.1 billion, compared to RMB1.3 billion for
2017. This significant loss in fair value of Preferred Shares was because the valuation of our Company
increased in light of our results of operations and because we were approaching our initial public
offering, with these factors substantially increasing the fair value of the Preferred Shares.

Loss before income tax

As a result of the foregoing, we recorded a loss before income tax of RMB948.4 million for 2018,
compared to RMB944.5 million for 2017.

Income tax expenses

Our income tax expenses increased by 33.9% to RMB78.5 million for 2018, compared to
RMB58.7 million for 2017, primarily due to the higher taxable income of our PRC subsidiaries subject
to income tax in 2018.

Loss for the period

As a result of the foregoing, we recorded a loss of RMB1.0 billion for 2018, compared to RMB1.0
billion for 2017.

Adjusted net profit
For 2018, we had adjusted net profit of RMB295.8 million, compared to RMB292.5 million for

2017, and our adjusted net profit margin for 2018 and 2017 was 10.8% and 10.8%, respectively. See
“— Non-IFRS Measures.”
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DISCUSSION OF CERTAIN LINE ITEMS ON THE CONSOLIDATED STATEMENTS OF

FINANCIAL POSITION

The following table sets forth line items from our consolidated statements of financial position as

of the dates indicated.

Assets
Cash and cash equivalents. . . . . ..
Restricted cash. .. ............
Loans to customers at amortized
Cost . ... ...
Loans to customers at fair value
through profit or loss ... .....
Contract assets. . .............
Guarantee receivables. ... ... ...
Financial assets at fair value
through profit or loss ... ... ..
Investments accounted for using
the equity method . . ... ... ...
Deferred income tax assets . .. ...
Intangible assets. . . ...........
Property and equipment . ... ....
Right-of-use assets. . .. ........
Otherassets. ................

Total assets. . ...............

Liabilities

Borrowings . ................
Seniornotes. . ...............
Lease liabilities . ... ..........
Guarantee liabilities . ... .......
Tax liabilities. . .. ............
Deferred income tax liabilities . . .
Preferred Shares .............
Other liabilities . ... ..........

Total liabilities . .. ...........
(Deficit)/Equity

Share capital . ...............
Share premium. . .............
Treasury shares . .............
Reserves . ....... ... ... ... ...
Accumulated deficits . .........
Non-controlling interests. . . .. ...

Total (deficit)/equity® .. ......
Total liabilities and equity . .. ..
Non-1FRS Measure

Adjusted total equity
(unaudited)® . ...

As of
As of June September
As of December 31, 30, 30,
2017 2018 2019 2020 2020
RMB’000
(unaudited) (unaudited)

568,196 1,050,111 2,169,522 1,813,986 1,352,627
143,570 127,902 264,584 248,248 238,313
11,479,696 — — — —
N/A 8,863,246 9,457,673 5,338,308 4,168,741
98,845 154,143 523,022 221,727 296,242
130,073 206,146 621,248 616,392 702,020
110,545 — 280 20,282 20,284
30,784 27,684 37,430 20,462 20,566
279,860 413,117 468,256 740,352 783,424
13,488 16,814 22,175 24,625 30,990
74,355 59,066 51,196 41,433 37,045
N/A N/A 25,824 58,818 52,183
507,596 759,446 648,147 473,795 524,185
13,437,008 11,677,675 14,289,357 9,618,428 8,226,620
11,063,133 8,170,224 9,236,329 5,525,792 4,167,961
— — 678,829 695,475 691,269
N/A N/A 25,197 59,504 53,074
169,553 204,496 723,617 688,393 678,917
108,338 85,400 124,960 255,550 96,676
122,314 77,734 86,101 20,593 69,218
3,042,173 — — — —
440,107 355,094 314,046 313,185 320,220
14,945,618 8,892,948 11,189,079 7,558,492 6,077,335
394,462 40,938 40,913 40,857 40,594
— 5,581,926 5,581,016 5,578,217 5,566,587
— — (51,774) (38,999) (43,742)
60,951 380,455 682,913 713,879 729,425
(1,964,023) (3,218,592) (3,155,790) (4,237,030) (4,146,597)
— — 3,000 3,012 3,018
(1,508,610) 2,784,727 3,100,278 2,059,936 2,149,285
13,437,008 11,677,675 14,289,357 9,618,428 8,226,620
1,533,563 2,784,727 3,100,278 2,059,936 2,149,285
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Notes:

(1)  We define adjusted total equity by adding back Preferred Shares as if the Preferred Shares had been converted into
ordinary shares at each reporting date. Adjusted total equity is not a measure required by, or presented in accordance with,
IFRS. The use of adjusted total equity has limitations as an analytical tool, and you should not consider it in isolation
from, or as a substitute for analysis of, our results of operations or financial condition as reported under IFRS. For further
details, see the section headed “— Non-1FRS Measures.”

The following discussion compares certain key line items on our consolidated statements of
financial position as of December 31, 2017, 2018 and 2019, June 30, 2020 and September 30, 2020.

Assets

The principal components of our assets are (i) loans to customers, (ii) cash and cash equivalents,
(iii) restricted cash, (iv) contract assets, and (v) guarantee receivables, which collectively represented
92.4%, 89.1%, 91.2%, 85.7% and 82.1% of our total assets as of December 31, 2017, 2018 and 2019,
June 30, 2020 and September 30, 2020, respectively.

Loans to customers at fair value through profit or loss/Loans to customers at amortized cost

Our loans to customers primarily represent the total net balance of loans originated by us through
our trust lending and direct lending structures.

The following table sets forth a breakdown of our loans to customers at fair value through profit
or loss/loans to customers at amortized cost as of the dates indicated.

As of
As of December 31, Asof June 30,  September 30,
2017 2018 2019 2020 2020
RMB’ 000
(unaudited) (unaudited)
Loans to customers at amortized
cost, gross . ............ 13,276,407 — — — —
Less: impairment allowances . (1,796,711) — — — —
Loans to customers at
amortized cost, net . . ... .. 11,479,696 — — — —
Creditloans. .. ........... N/A 7,288,408 8,822,968 4,922,834 3,844,197
Pledged loans. . .. ......... N/A 1,574,838 634,705 415,474 324,544
Loans to customers at fair
value through profit or loss . N/A 8,863,246 9,457,673 5,338,308 4,168,741

In 2017, our net loans to customers at amortized cost was RMB11.5 billion. Between 2018 and
2019, our net loans to customers at fair value through profit or loss increased by 6.7% from RMB8.9
billion to RMB9.5 billion. In the six months ended June 30, 2020 and the three months ended
September 30, 2020, our net loans to customers at fair value through profit or loss were RMB5.3 billion
and RMB4.2 billion. The changes during these periods were due to the changes of funding structures.
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The following table sets forth certain asset quality information of our gross loans to customers as
of the dates or for the periods indicated.

For the Six For the Three
Months Ended Months Ended

For the Year Ended December 31, June 30, September 30,
2017 2018 2019 2020 2020
First payment
delinquency ratio® . 3.1% 1.6% 2.1% 0.8% 0.6%
M1-M3 ratio®. .. ... 2.4% 3.5% 4.1% 7.2% 3.6%
M3+ ratio® ... ... .. 3.0% 5.0% 4.2% 7.7% 7.6%

Notes:

(1) First-payment delinquency ratio is defined as the total balance of outstanding principal amount of the loans we
originated in the applicable period that were delinquent on their first payment due dates divided by the aggregate
loan origination volume in that period.

2) M1-M3 ratio is calculated by dividing (i) the outstanding balance of loans which have been delinquent up to 3
months, by (ii) total outstanding balance of loans to customers.

) M3+ ratio is calculated by dividing (i) the outstanding balance of loans which have been delinquent for more than 3
months and have not been written-off, by (ii) total outstanding balance of loans to customers.

Cash and cash equivalents

As of December 31, 2017, 2018 and 2019, June 30, 2020 and September 30, 2020, our cash and
cash equivalents were RMB568.2 million, RMB1.1 billion, RMB2.2 billion, RMB1.8 billion and
RMB1.4 billion, respectively. This increase was primarily due to the significant increase in our
operating activities, including (i) decrease in loans to customers, (ii) decrease in other operating
liabilities, and (iii) increase in contract assets and guarantee receivables.

Restricted cash

Our restricted cash represents the cash pledged in designated bank accounts that are constrained
by the contracts between banks and us. As of December 31, 2017, 2018 and 2019, June 30, 2020 and
September 30, 2020, our restricted cash was RMB143.6 million, RMB127.9 million, RMB264.6 million,
RMB248.2 million and RMB238.3 million. This increase was primarily due to our introduction and
growth of loan origination through the credit-enhanced loan facilitation structure.

Contract assets

Our contract assets represent the difference between cash received and the portion of our loan
facilitation service fees allocated to loan origination services with respect to our loans originated
through our credit-enhanced loan facilitation and pure loan facilitation services, when the former is

lower than the latter.

The following table sets forth a breakdown of our contract assets as of the dates indicated.
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As of

As of December 31, As of June 30, September 30,
2017 2018 2019 2020 2020
RMB' 000
(unaudited) (unaudited)

Contract assets, gross . . . . 108,791 174,039 655,815 311,525 348,066

Less: ECL allowance . . . N/A (19,896) (132,793) (89,798) (51,824)
Less: Impairment

allowances . . ... ... (9,946) N/A N/A N/A N/A

Contract assets, net. . . . .. 98,845 154,143 523,022 221,727 296,242

Our contract assets increased significantly from RMB98.8 million as of December 31, 2017 to
RMB154.1 million as of December 31, 2018 and further increased by 239.3% to RMB523.0 million as
of December 31, 2019, and our contract assets were RMB221.7 million and RMB296.2 million as of
June 30, 2020 and September 30, 2020, respectively, primarily due to the significant increase in the
loans originated by us through our credit-enhanced loan facilitation structure in 2017 and 2018.

Guarantee receivables

Our guarantee receivables represent the amounts collectible by us under loan guarantees with
respect to loans originated by us through our credit-enhanced loan facilitation structure. Our guarantee
receivables increased significantly from RMB130.1 million as of December 31, 2017 to RMB206.1
million as of December 31, 2018 and further increased by 201.4% to RMB621.2 million as of
December 31, 2019, and our guarantee receivables were RMB616.4 million and RMB702.0 million as
of June 30, 2020 and September 30, 2020, respectively. These increases were due to the significant
growth of our credit-enhanced loan facilitation structure in 2017, 2018, 2019, the six months ended
June 30, 2020 and the three months ended September 30, 2020.

Liabilities

The principal components of our liabilities are borrowings and, for 2017 and 2018, Preferred
Shares, which collectively represented 94.4%, 91.9%, 82.5%, 73.1% and 68.6% of our total liabilities
as of December 31, 2017, 2018 and 2019, June 30, 2020 and September 30, 2020, respectively. For
further details, see the section headed “— Indebtedness.”

Guarantee liabilities

Our guarantee liabilities represent the potential guarantee exposure with respect to our
credit-enhanced loan facilitation structure, after taking into account net payouts made during the year.
Our guarantee liabilities increased significantly from RMB169.6 million as of December 31, 2017 to
RMB204.5 million as of December 31, 2018 and further increased by 253.9% to RMB723.6 million as
of December 31, 2019, and our guarantee liabilities were RMB688.4 million and RMB678.9 million as
of June 30, 2020 and September 30, 2020, respectively, primarily due to the growth of loans originated
through our credit-enhanced loan facilitation structure.
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INDEBTEDNESS
Borrowings

Our total borrowings, as recorded on our consolidated statements of financial position, comprise
(i) payables to senior tranche holders of trust plans and asset management plans, (ii) borrowings from
corporations, (iii) borrowings from individuals, (iv) bank borrowings and (v) the 2021 Notes. We had
not experienced any difficulties in obtaining borrowings or credit facilities from banks during the years
ended 2017, 2018 and 2019, the six months ended June 30, 2020 and the three months ended September
30, 2020.

The following table sets forth a breakdown of our borrowings by nature as of the dates indicated.

As of
As of December 31, As of June 30, September 30,
2017 2018 2019 2020 2020
RMB' 000
(unaudited) (unaudited)
Payables to trust plan
holders. . . ......... 9,411,228 6,952,645 8,637,946 4,968,460 3,621,900
Borrowings from
corporations. . . ... ... 1,109,440 1,077,789 598,383 557,332 546,061
Borrowings from
individuals . .. ...... 540,532 139,124 — — —
Secured borrowings. . . . . . 1,933 666 — — —
2021 Notes . .. ....... — — 678,829 695,475 691,269
Total borrowings. . . . . .. 11,063,133 8,170,224 9,915,158 6,221,267 4,859,230

Apart from the 2021 Notes which are denominated in U.S. dollars, most of our borrowings are
denominated in Renminbi, primarily because a significant amount of our payables to senior tranche
holders of trust plans and holders of asset management plans are denominated in Renminbi.
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The following table sets forth a breakdown of our borrowings by currency denomination as of the
dates indicated.

As of
As of December 31, As of June 30, September 30,
2017 2018 2019 2020 2020
RMB’000
(unaudited) (unaudited)
Denominated in Renminbi . . 10,245,161 7,838,730 9,236,329 5,525,792 4,167,961
Denominated in HK dollars . 801,636 313,820 — — —
Denominated in U.S.

dollars. .. ......... 16,336 17,674 — — —
Total borrowings. . ... .. 11,063,133 8,170,224 9,236,329 5,525,792 4,167,961

The following table sets forth the maturity profile of our borrowings within the periods indicated.

As of
As of December 31, As of June 30, September 30,
2017 2018 2019 2020 2020
RMB'000
(unaudited) (unaudited)
Uptolyear.......... 5,376,867 4,054,230 3,721,399 1,935,555 1,230,169
1 year or more, up to 2
years. . ... ... ... .. 5,684,333 4,065,760 4,903,920 3,254,087 2,601,492
2 years or more, up to 5
years. . ... ... 1,933 50,234 611,010 336,150 336,300
Total borrowings. . . . . .. 11,063,133 8,170,224 9,236,329 5,525,792 4,167,961

Payables to senior tranche holders of trust plans and asset management plans

Our payables to senior tranche holders of trust plans and asset management plans constitute our
payables under the loans originated by us through the trust lending structure. These loans are granted
by the trust plans and asset management plans administered by PRC trust companies, and these trust
plans and asset management plans have regular payment obligations to the senior tranche holders of the
trust plans and asset management plans. Because we have consolidated the assets, liabilities, results of
operations, and cash flows of these trust plans and asset management plans from an accounting
perspective, we book payables to senior tranche holders of trust plans and asset management plans on
our consolidated statements of financial position. Without taking our loan guarantees into account, our
payables to senior tranche holders of trust plans and asset management plans are unsecured
indebtedness.

The senior tranche holders of trust plans and asset management plans are qualified investors
sourced by CBIRC-licensed PRC trust companies administering the relevant trust plans and asset
management plans in China. These senior tranche holders typically include banks, other financial
institutions, corporations and individuals, which are typically independent third parties.
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The following table sets forth the effective interest rates of our payables to senior tranche holders
of trust plans and asset management plans as of the dates indicated.

As of
As of December 31, As of June 30, September 30,
2017 2018 2019 2020 2020
(unaudited) (unaudited)

Payables to trust plans and

asset management plans
Effective interest rate range . 6.0%-15.0% 7.0%~-15.0% 6.8%-12.5% 6.8%-12.5% 6.8%-12.5%
Weighted average interest

rate. ... 10.0% 11.0% 11.0% 10.6% 10.4%

As of December 31, 2017, 2018 and 2019, the six months ended June 30, 2020 and the three
months ended September 30, 2020, our payables to senior tranche trust plan holders and asset
management plans were RMB9.4 billion, RMB7.0 billion, RMB8.6 billion, RMB5.0 billion and
RMB3.6 billion, respectively. The changes during these periods were due to the changes of funding
structures.

Other borrowings
Our other borrowings refer to our own debt financings, including (i) the 2021 Notes, and (ii)
onshore loans, or loans of our PRC subsidiaries from PRC banks and PRC independent third-party

corporations.

The following table sets forth certain information with respect to our other borrowings as of
September 30, 2020.

Sources of Other Borrowings Relationship with Us
Onshore

—  Corporations Independent Third Parties
Offshore

— Senior Notes Independent Third Parties

We have borrowed money from two PRC corporations that are not financial institutions permitted
to operate lending business in China, and the aggregate balance of outstanding principal of these loans
was RMB542.7 million as of September 30, 2020.

Most of our other borrowings were unsecured during the years ended 2017, 2018 and 2019, the
six months ended June 30, 2020 and the three months ended September 30, 2020. As of December 31,
2017, 2018 and 2019, the six months ended June 30, 2020 and the three months ended September 30,
2020, unsecured other borrowings accounted for 99.9%, 99.9%, 100.0%, 100.0% and 100.0% of our
total other borrowings, respectively.

- 119 -



The following table sets forth a breakdown of our other borrowings by security type as of the
dates indicated.

As of
As of December 31, As of June 30, September 30,
2017 2018 2019 2020 2020
RMB' 000
(unaudited) (unaudited)

Secured
Mortgage borrowings
Bank borrowings . . . .. .. 1,933 666 — — —
Pledged borrowings
Borrowings from

corporations. . . . .. ... — — — — —
Sub-total . . . ....... .. 1,933 666 — — —
Unsecured
Borrowings from

corporations. . . ... ... 1,109,440 1,077,789 598,383 557,332 546,061
Borrowings from

individuals . .. ...... 540,532 139,124 — — —
Bank borrowings . . . .. .. — — — — —
Sub-total . . . ....... .. 1,649,972 1,216,913 598,383 557,332 546,061
Total other borrowings. . . 1,651,905 1,217,579 598,383 557,332 546,061

The interest rates vary among our other borrowings. As of September 30, 2020, the weighted
average effective interest rate on our borrowings from corporations, bank borrowings and the 2021
Notes was 12.1%, nil and 11.0%, respectively.
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The following table sets forth the weighted average effective interest rates of our other borrowings
as of the dates indicated.

As of
As of December 31, As of June 30, September 30,
2017 2018 2019 2020 2020
%
(unaudited) (unaudited)

Other Borrowings
Borrowings from
corporations
— Weighted average
effective interest rate . 10.0 10.0 10.5 11.9 12.1
Borrowings from individuals
— Weighted average
effective interest rate . 10.0 10.0 10.0 — —
Bank Borrowings
— Weighted average
effective interest rate . 74 6.2 6.2 — —

Preferred Shares

We raised an aggregate of approximately RMB1.3 billion in cash from multiple issuances of
Preferred Shares to various investors, including approximately RMB692.9 million raised during the
three years ended December 31, 2018. Upon the listing of our ordinary shares on the SEHK, all of the
Preferred Shares have been automatically converted into our ordinary shares. As of September 30, 2020,
there were no Preferred Shares outstanding.

Contingent Liabilities

As of September 30, 2020, we did not have any material contingent liabilities or any litigations or
claims of material importance, pending or threatened against any member of our Group.

Except as aforesaid and apart from intra-group liabilities, as of September 30, 2020, we did not
have any other loans issued and outstanding or any loan agreed to be issued, bank overdrafts, loans and
other similar indebtedness, liabilities under acceptances or acceptance credits, debentures, mortgages,
charges hire purchase commitments, guarantees or other material contingent liabilities.

Acquisitions and Disposals

On December 31, 2018, we completed the disposal of Hangzhou Vision Financial Servicing Co.,
Ltd. which operated our online-to-offline business platform, including leases of offline branch offices
and outlets, intangible assets, such as certain intellectual property registration rights and personnel
relating to the online-to-offline business platform for a consideration of approximately RMB11.8
million. On May 27, 2020, we completed the disposal of our 40% interest in APass Holdings Company
Limited, which controls an operational company in the PRC that provides data development services,
for a consideraion of HK$7.2 million.
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LIQUIDITY AND CAPITAL RESOURCES

During the years ended 2017, 2018 and 2019, the six months ended June 30, 2020 and the three
months ended September 30, 2020, we have funded our cash requirements principally from cash flows
from operating activities, issuance of Preferred Shares, borrowings from corporations and individuals,
bank borrowings, the proceeds from our initial public offering and the proceeds from the issuance of
the 2021 Notes. We have primarily used cash to fund our operations and business expansion. We had
cash and cash equivalents and restricted cash of RMB711.8 million, RMB1.2 billion, RMB2.4 billion,
RMB2.1 billion and RMB1.6 billion as of December 31, 2017, 2018 and 2019, June 30, 2020 and
September 30, 2020, respectively. We generally deposit our excess cash in interest bearing bank
accounts and current accounts.

Cash Flows

The following table sets forth a summary of our cash flows for the periods indicated.

For the Six Months Ended For the Three Months
For the Year Ended December 31, June 30, Ended September 30,

2017 2018 2019 2019 2020 2019 2020

RMB'000
(unaudited)  (unaudited)  (unaudited)  (unaudited)

Net cash (outflow)/inflow from operating

activities . ... ... (4,163,479) 3,128,239 367,619 1,791,972 3,818,076  (342,494) 1,059,356
Net cash (outflow)/inflow from investing

activities . .. ... (190,027) 123435  (26517)  (89,755)  (3,171)  (87.839)  (9,647)
Net cash inflow/(outflow) from financing

activities ... ... 4,634,202 (2,765,474) 778,367  (862,493) (4,170,254) 490,522 (1,511,354)
Net increase/(decrease) in cash and cash

equivalents . . ... ... ... ... ... 280,696 486,200 1119469 839,724  (355,349) 60,189  (461,645)
Cash and cash equivalents at the heginning of

theyear. .. .............. ... 289,889 568,196 1,050,112 1,050,112 2,169,524 1,889,822 1,814,054
Effect of foreign exchange rate changes on cash

and cash equivalents . . . .......... (2,389) (4,284) (57) (14) (121) (127 358
Cash and cash equivalents at the end of the

VEAr. . 568,196 1,050,112 2,169,524 1,889,822 1,814,054 1,949,884 1,352,767

Net cash inflow/outflow from operating activities

We generate cash from our various credit products and services, primarily including interest
income from our loans to customers, loan facilitation service fees, and overdue charges.

For the three months ended September 30, 2020, our net cash inflow from operating activities was
RMB1.1 billion, being RMB1.2 billion cash generated from operating activities and less RMB155.9
million in income tax payments. The difference between our profit before income tax of RMB128.0
million and our cash generated from operating activities of RMB1.2 billion was primarily due to (i) an
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increase of RMB918.0 million in loans to customers, and (ii) a decrease of RMB213.4 million in
contract assets and guarantee receivables, partially offset by (iii) fair value change of RMB251.6
million for loans to customers.

For the six months ended June 30, 2020, our net cash inflow from operating activities was
RMB3.8 billion, of which RMB3.8 billion was cash generated from operating activities and RMB8.3
million was income tax payments. The difference between our loss before income tax of RMB1.4
billion and our cash generated from operating activities of RMB3.8 billion was primarily due to (i) a
decrease of RMB2.3 billion in loans to customers, and (ii) a decrease of RMB143.7 million in contract
assets and guarantee receivables, partially offset by (iii) fair value change of RMB1.8 billion for loans
to customers.

For 2019, our net cash inflow from operating activities was RMB367.6 million, of which
RMBA475.4 million was cash generated from operating activities and RMB107.8 million was income tax
payments. The difference between our profit before income tax of RMB164.3 million and our cash
generated from operating activities of RMB475.4 million was primarily due to (i) an increase of
RMB2.7 billion in loans to customers, and (ii) an increase of RMB1.1 billion in contract assets and
guarantee receivables, partially offset by (iii) fair value change of RMB2.1 billion for loans to
customers.

For 2018, our net cash inflow from operating activities was RMB3.1 billion, of which RMB3.3
billion was cash generated from operating activities and RMB201.7 million was income tax payments.
The difference between our loss before income tax of RMB948.4 million and our cash generated from
operating activities of RMB3.3 billion was primarily due to (i) a decrease of RMB1.5 billion in loans to
customers, and (ii) an increase of RMB184.7 million in contract assets and guarantee receivables,
partially offset by (iii) fair value change of RMB1.1 billion for loans to customers, and (iv) an
adjustment of RMB1.1 billion in fair value loss of our Preferred Shares.

For 2017, our net cash outflow from operating activities was RMB4.2 billion, of which RMB4.1
billion was cash used in operating activities and RMB33.0 million was income tax payments. The
difference between our loss before income tax of RMB944.5 million and our cash used in operating
activities of RMB4.1 billion was primarily due to (i) an increase of RMB6.6 billion in loans to
customers, and (ii) an increase of RMB160.1 million in contract assets and guarantee receivables,
partially offset by (iii) provisions of RMB1.4 billion for loans impairment, and (iv) an adjustment of
RMB1.3 billion in fair value loss of our Preferred Shares. The significant increase in our loans to
customers was primarily due to the fast growth of our loans originated through our trust lending
structure in 2017. The increase in contract assets and guarantee receivables was due to the increase in
our loans originated through our credit-enhanced loan facilitation structure.

Net cash outflow/inflow from investing activities
Our expenditures for investing activities were primarily for purchase of property and equipment,
expenditures for construction in progress, investment in associates, and purchase of intangible assets.

We also generate cash from disposal of property and equipment.

For the three months ended September 30, 2020, our net cash outflow from investing activities
was RMB9.6 million, which was primarily attributable to payment for intangible assets.
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For the six months ended June 30, 2020, our net cash outflow from investing activities was
RMB3.2 million, which was primarily attributable to RMB6.6 million in proceeds from the disposal of
investments accounted for using the equity method.

For 2019, our net cash outflow from investing activities was RMB26.5 million, which was
primarily attributable to RMB638.6 million in proceeds from the disposal of financial assets at fair
value through profit or loss and partially offset by RMB637.1 million in payments for financial assets
at fair value through profit or loss.

For 2018, our net cash inflow from investing activities was RMB123.4 million, which was
primarily attributable to (i) RMB231.9 million in proceeds from disposal of financial assets at fair
value through profit or loss, and (ii) RMB8.4 million in proceeds from disposal of subsidiaries, and
partially offset by RMB120.0 million in payments for financial assets at fair value through profit or
loss.

For 2017, our net cash outflow from investing activities was RMB190.0 million, which was
primarily attributable to (i) RMB110.0 million in payments for financial assets at fair value through
profit or loss related to the wealth management products we invested in, (ii) RMB39.9 million used in
payment for property and equipment in connection with our new office building and IT infrastructure,
(iii) RMB20.0 million used for the purchase of investments accounted for using the equity method in
connection with our investment in unlisted equity interest in Shanghai COSCO Shipping Small Loan
Co., Ltd (L& i/ NESE KA BRA A, and (iv) RMB14.9 million used in expenditures for
construction in progress in connection with leasehold improvement.

Net cash outflow/inflow from financing activities

For the three months ended September 30, 2020, our net cash outflow from financing activities
was RMBL1.5 billion, which was primarily attributable to (i) RMB1.3 billion net repayment to trust
plans in connection with our loans originated through our trust lending structure, (ii) RMB11.3 million
net repayment of borrowings and (iii) RMB149.7 million payment of interest expenses.

For the six months ended June 30, 2020, our net cash outflow from financing activities was
RMB4.2 billion, which was primarily attributable to (i) RMB3.6 billion used in net repayment of trust
plans in connection with our loans originated through our trust lending structure, (ii) RMB467.0 million
used in interest expenses, and (iii) RMB41.1 million used in net repayment of borrowings.

For 2019, our net cash inflow from financing activities was RMB778.4 million, which was
primarily attributable to (i) RMB1.6 billion net received from trust plans in connection with our loans
originated through our trust lending structure, (ii) RMB660.6 million received from issuance of senior
notes, and (iii) RMB1.7 million received from the issuance of ordinary shares to employees, partially
offset by (x) RMB807.3 million used in interest expenses, and (y) RMB622.9 million used in net
repayment of borrowings.

For 2018, our net cash outflow from financing activities was RMB2.8 billion, which was primarily
attributable to (i) RMB6.5 billion received from trust plans in connection with our loans originated
through our trust lending structure, (ii) RMB280.3 million received from borrowings, and (iii) RMB1.2
billion received from the issuance of our ordinary shares for our initial public offering, partially offset
by (x) RMB9.0 billion used in repayment of trust plans in connection with our loans originated through
our trust lending structure, (y) RMB978.2 million used in interest expenses, and (z) RMB776.1 million
used in repayment of borrowings.
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For 2017, our net cash generated from financing activities was RMB4.6 billion, which was
primarily attributable to (i) RMB8.1 billion received from trust plans in connection with our loans
originated through our trust lending structure, (ii) RMB1.32 billion received from borrowings, and (iii)
RMB332.5 million received from the issuance of our Preferred Shares, partially offset by (x) RMB3.5
billion used in repayment of trust plans and asset management plans in connection with our loans
originated through our trust lending structure, (y) RMB891.0 million used in interest expenses, and (z)
RMB708.5 million used in repayment of borrowings.

Working Capital

We intend to finance our working capital with external borrowings, the net proceeds from the
offering of the Notes, and other funds raised from capital markets from time to time. We will closely
monitor the level of our working capital, particularly in view of our strategy to continue expanding our

product and service offerings and trying to reach more customers.

Our future working capital requirements will depend on a number of factors, including without
limitation our operating profit and our ability to secure external borrowings.

CAPITAL EXPENDITURES AND INVESTMENT

The following table sets forth a breakdown of our capital expenditures and investment for the
periods indicated.

For the Six Months Ended For the Three Months

For the Year Ended December 31, June 30, Ended September 30,
2017 2018 2019 2019 2020 2019 2020
RMB'000
(unaudited)  (unaudited)  (unaudited)  (unaudited)
Property and equipment . . . . ... ... ... 54,798 18,530 19,904 5,666 5,615 10,825 2,328
Intangible assets . . .. ............ 5,229 5,865 8,114 4,200 4,131 303 7319
Investment in associates . .. ......... 20,000 — — — — — —
Financial assets at fair value through profit or
0SS . . .. .. 110,000 120,000 637,080 265,000 — 372,080 —
Total ... ... 190,027 144395 665098 274,866 9,746 383,208 9,647

Our historical capital expenditures primarily included expenditures for purchases of financial
assets at fair value through profit or loss, expenditures for electronic devices and equipment and
expenditures for office decoration. We had funded our capital expenditure requirements during the years
ended 2017, 2018 and 2019, the six months ended June 30, 2020 and the three months ended September
30, 2020 primarily with the issuance of Preferred Shares in private placement, the issuance of ordinary
shares in our initial public offering, the issuance of the 2021 Notes, borrowings from corporations and
individuals and cash generated from our operating activities.
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SELECTED FINANCIAL RATIOS

The following table sets forth our selected financial ratios for the years indicated.

For the Six Months Ended For the Three Months

For the Year Ended December 31, June 30, Ended September 30,

2017 2018 2019 2019 2020 2019 2020
Operating Profit Margin® . .. ... ... .. 12.8% 3.7% 4.0% 3.1% (111.2%  7.8% 17.6%
Adjusted Operating Profit Margin® . . . . . . 135%  156%  11.8%  131%  (108.0)% 135%  20.2%
Adjusted Net Profit Margin® . . . .. ... .. 108%  10.8% 95%  10.4% 86.6)% 102%  151%
Adjusted Return on Assets® . . ... ... .. 2.8% 2.4% 2.8% 1.7% BN%  0.8% 1.2%
Adjusted Return on Equity® . .. ... .. .. 256%  137%  12.5% 6.7% (404)%  3.5% 5.2%

Notes:
(1)  Operating profit margin is calculated by dividing operating (loss)/profit for the year by total income for the year.

(2)  Adjusted operating profit margin is calculated by dividing adjusted operating (loss)/profit for the year by total
income for the year.

(3)  Adjusted net profit margin is calculated by dividing adjusted net (loss)/profit for the year by total income for the
year.

(4)  Adjusted return on assets is calculated by dividing adjusted net (loss)/profit for the year by average balance of total
assets at the beginning and the end of the year.

(5)  Adjusted return on equity is calculated by dividing adjusted net (loss)/profit for the year by the sum of (i) average
balance of total shareholders’ equity at the beginning and the end of the year and (ii) average fair value of Preferred
Shares at the beginning and the end of the year.

Analysis of Selected Financial Ratios
Operating Profit Margin

For the years ended 2017, 2018 and 2019, the six months ended June 30, 2020 and the three
months ended September 30, 2020, we had operating profit of RMB347.4 million, RMB101.6 million
and RMB154.4 million, operating loss of RMB1,339.1 million and an operating profit of RMB127.6
million, respectively, and operating profit margin of 12.8%, 3.7%, 4.0%, negative 111.2% and 17.6%
respectively, primarily due to the significant growth of our business resulting in an increase in the scale
of our business. For the six months ended June 30, 2020, our operating profit margin was negative
because we recorded an operating loss for the six months ended June 30, 2020.

Adjusted Net Profit Margin, Adjusted Return on Assets, and Adjusted Return on Equity

For 2017, we had an adjusted net profit of RMB292.5 million, and our adjusted net profit margin,
adjusted return on assets, and adjusted return on equity for 2017 were 10.8%, 2.8%, and 25.6%,
respectively. For 2018, we had an adjusted net profit of RMB295.8 million, and our adjusted net profit
margin, adjusted return on assets, and adjusted return on equity for 2018 were 10.8%, 2.4%, and 13.7%,
respectively. For 2019, we had an adjusted net profit of RMB368.2 million, and our adjusted net profit
margin, adjusted return on assets, and adjusted return on equity for 2019 were 9.5%, 2.8%, and 12.5%,
respectively. For the six months ended June 30, 2020, we had an adjusted net loss of RMB1.0 billion,
and our adjusted net profit margin, adjusted return on assets, and adjusted return on equity for the
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period were negative 86.6%, negative 8.7% and negative 40.4%, respectively. For the three months
ended September 30, 2020, we had an adjusted net profit of RMB109.7 million, and our adjusted net
profit margin, adjusted return on assets, and adjusted return on equity for the period were 15.1%, 1.2%
and 5.2%, respectively.

CONTRACTUAL OBLIGATIONS
Operating Lease Commitments

During the years ended 2017, 2018 and 2019, the six months ended June 30, 2020 and the three
months ended September 30, 2020, we leased some of our offices under operating lease agreements. A

majority of these lease agreements are renewable at the end of the lease at market rates. The following
table sets forth our operating lease commitments by lease terms as of the dates indicated.

As of
As of December 31, Asof June 30, September 30,

2017 2018 2019 2020 2020
No later than Lyear . . ............... 48,099 46,963 16,445 27,553 26,744
Later than 1 year and no later than 2 years . . . 29,869 17,140 9,280 24,195 22,700
Laterthan 2years . .. ............... 6,858 12,216 1,587 12,898 7,842
Total ... 84,826 76,319 27,312 64,646 57,286

OFF-BALANCE SHEET COMMITMENTS AND ARRANGEMENTS

As of September 30, 2020, we did not have any material off-balance sheet commitments or
arrangements.

MATERIAL RELATED PARTY TRANSACTIONS

Historically, we entered into transactions with our related parties from time to time. Our related
parties primarily include our Controlling Shareholders, our current or former Directors, and certain
senior management members or affiliates of the foregoing. See “Related Party Transactions”.
Amount Due from Related Parties

As of December 31, 2017, 2018 and 2019, the six months ended June 30, 2020 and the three
months ended September 30, 2020, the amount due from our related parties, which was of non-trade
nature, was RMB142.5 million, nil, nil, nil and nil, respectively.
Amount Due to Related Parties

As of December 31, 2017, 2018 and 2019, the six months ended June 30, 2020 and the three

months ended September 30, 2020, the amount due to our related parties, which was of non-trade
nature, was RMB2.4 million, RMBO0.8 million, nil, nil and nil, respectively.
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FINANCIAL RISK DISCLOSURE

We are exposed to a variety of financial risks: credit risk, liquidity risk, and market risk
(including foreign exchange rate risk and interest rate risk). We regularly monitor our exposure to these
risks focusing on the unpredictability of financial markets and seek to minimize potential adverse
effects on our financial performance. As of September 30, 2020, we did not hedge or consider it was
necessary to hedge any of these risks.

Credit Risk

Credit risk represents the financial loss that arises from the failure of a debtor or counterparty to
discharge its contractual obligations or commitments to us. Leveraging our proprietary Hummingbird
system and our extensive experience in China’s consumer finance market, we have developed a
comprehensive credit assessment system that is tailored to our business. We are exposed to credit risk
in relation to our cash and cash equivalents, restricted cash, guarantee receivables, loans to customers,
financial assets designated at fair value through profit or loss and other financial assets.

To manage credit risk arising from cash and cash equivalents, restricted cash and financial assets
at fair value through profit or loss, we only transact with state-owned or reputable financial institutions
in China and reputable international financial institutions outside China. There has been no recent
history of default in relation to these financial institutions.

We have formulated a set of credit risk management procedures and internal control measures to
manage the credit risk exposure of our business. For further details of our credit risk management
procedures, see the section headed “Risk Management — Credit Risk Management.” Risk arising from
financing guarantees is similar to that arising from loans. Transactions of financing guarantees is
subject to the same portfolio management and the same requirements for application as loans to
customers.

For other assets, our management makes periodic collective assessment as well as individual
assessment on the recoverability of other receivables based on historical settlement records and our past
experience.

Liquidity Risk

Liquidity risk is the risk of not having access to sufficient funds or being unable to liquidate a
position in a timely manner at a reasonable price to meet our obligations as they become due. The
liquidity of our assets will affect our ability to pay debts as they become due. We perform cash flow
predictions and monitor both short-term and long-term funding needs, in order to maintain sufficient
reserves of cash and marketable securities available at any time.

Market Risk — Foreign Exchange Rate Risk

The transactions of our Company are denominated and settled in its functional currency, U.S.
dollars, which is also the functional currency of our subsidiary in Hong Kong. Renminbi is the
functional currency of our subsidiaries in China. As our major operations during the years ended 2017,
2018 and 2019, the six months ended June 30, 2020 and the three months ended September 30, 2020
were within China, we present our financial statements in Renminbi. All resulting exchange differences
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were recognized in our consolidated statements of comprehensive income as “exchange difference on
translation of financial statements” when the results and financial position of our Company and our
Hong Kong subsidiary were translated into Renminbi, the presentation currency. Our subsidiaries
primarily operate in China and are exposed to foreign exchange risk arising from various currency
exposures, primarily with respect to U.S. dollars and Hong Kong dollars. Therefore, foreign exchange
risk primarily arose from borrowings in respect of the 2021 Notes which are denominated in U.S.
dollars.

Market Risk — Interest Rate Risk

Interest rate risk refers to the risk where the market interest rates, term structure and other factors
may experience unfavorable fluctuations that impact our overall profitability and fair value, resulting in
losses to us. The key determinants of our interest rate risk arise from mismatches between the maturity
periods of our assets and liabilities, and inconsistent pricing basis, resulting in repricing risk and basis

risk.

Our financial department and risk management department jointly monitor and manage our
interest rate risk.

We perform interest rate sensitivity analysis on our profit by measuring the impact of a change in
profit of financial assets and liabilities. On an assumption of a parallel shift of 25 basis points in
Renminbi, U.S. dollar, and Hong Kong dollar interest rates, we calculate the changes in profit for the
year on a monthly basis. In conducting a sensitivity analysis, we adopt the following assumptions when
determining business conditions and financial index:

. The fluctuation rates of different interest-bearing assets and liabilities are the same;

. All assets and liabilities are re-priced in the middle of relevant periods;

. Analysis is based on static gap on reporting dates, regardless of subsequent changes;

. No consideration of any impact on customers’ behavior resulting from interest rate changes;

. No consideration of any impact on market price resulting from interest rate changes; and

. No consideration of actions taken by us.

DISTRIBUTABLE RESERVES

As of September 30, 2020, we did not have any distributable reserves.
NO MATERIAL ADVERSE CHANGE

Our Directors confirm that, up to the date of this offering memorandum, there has been no
material adverse change in our financial or trading position since September 30, 2020 and there is no

event since September 30, 2020 that would materially affect the information shown in our consolidated
financial statements included elsewhere in this offering memorandum.
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REGULATIONS

We are a leading independent online consumer finance service provider in China. We offer
consumer finance products by facilitating transactions between borrowers and traditional financial
institutions, and, to a lesser extent, we also lend directly to borrowers primarily through our online
small loan companies. We have established two small loan companies in Chengdu and Shanghai that are
permitted to conduct online and offline small loan business. Furthermore, we have a financing
guarantee company in Hangzhou that provides financing guarantee services related to the loans funded
by the financial institutions under credit-enhanced loan facilitation structure. This section sets forth a
summary of the most significant rules and regulations that affect our business and the industry in which
we operate.

Regulations Relating to Loans and the Interest Rate

The PRC Contract Law (< 3£ A R ILAIE 4177 )), which became effective in October 1999, or
the Contract Law, governs the formation, validity, performance, enforcement and assignment of
contracts. The Contract Law requires that the interest rates charged under a loan agreement must not
violate the applicable provisions of the PRC laws and regulations. In accordance with the Provisions on
Certain Issues of the Application of Laws in the Trial of Private Lending Cases issued by the PRC
Supreme People’s Court (< m A B B B A 2 $H B [ 15 B0 28 448 A i A T RE M BLE ) ) in August
2015 and effective since September 2015 and amended in August 2020, or the Private Lending Judicial
Interpretations, private lending is defined as financing between individuals, legal entities and other
organizations.

The Private Lending Judicial Interpretations issued in August 2015 provide that agreements
between a lender and a borrower for loans with interest rates below 24% per annum are valid and
enforceable. With respect to loans with interest rates between 24% per annum and 36% per annum, if
the interest on the loans has already been paid to the lender, and so long as such payment does not
conflict with the interests of the state, the community or any third parties, the court will likely dismiss
the borrower’s request to demand the return of the interest payment above 24% per annum. If the
interest rate of a loan is higher than 36% per annum, the agreement on that portion of the interest
exceeding the maximum interest rate is invalid, and if the borrower requests the lender to return that
portion of interest exceeding 36% per annum that has been paid, the court will support such requests.
The Certain Opinions Regarding Further Strengthening the Financial Judgment Work (B #E—25
R4 A H TAEM A T L)) issued by the PRC Supreme People’s Court in August 2017 further
emphasize that if the total amount of interest, compounded interest, default interest and other fees
charged by a lender under a loan contract substantially exceeds the actual loss of such lender, then the
request by the debtor under such loan contract to reduce or to adjust the part of the aforementioned fees
exceeding the amount accrued at an annual rate of 24% will be upheld.

On July 22, 2020, the Supreme People’s Court and the National Development and Reform
Commission, or the NDRC, jointly released the Opinions on Providing Judicial Services and Safeguards
for Accelerating the Improvement of the Socialist Market Economic System for the New Era ({& & A
B 122 B 180 2 3 J R Bl 2 B R 5 i IR AR DR S 2 A B 3 T 355 S 0 e o 4 A3 w0 I AN R R )
FL)), or the Opinions. The Opinions set out that if the interest and fees, including interest, compound
interest, penalty interest, liquidated damages and other fees, claimed by one party to the loan contract
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exceed the upper limit under judicial protection, the claim will not be supported by the court, and if the
parties to the loan disguise the financing cost in an attempt to circumvent the upper limit, the rights and
obligations of all parties to the loan will be determined by the actual loan relationship.

On August 20, 2020, the Supreme People’s Court issued the Decision on Amending the Provisions
of on Certain Issues of the Application of Law in the Trial of Private Lending Cases issued by the
Supreme People’s Court (< m A R B B 75 2 B (6 B 2 1 A A A T MR RDE  ( (20204F
&%T) ) ), or the Judicial Interpretation Amendment, which amended several provisions of the Private
Lending Judicial Interpretations issued in 2015 including the upper limit of judicial protection for
private lending interest rates. The Judicial Interpretation Amendment provides that where the lender
requests the borrower to pay interest in accordance with the interest rate agreed upon in the agreement,
the people’s court shall support such request, except where the interest rate agreed by both parties
exceeds four times of the one-year Loan Prime Rate at the time of the establishment of the loan
agreement. The one-year Loan Prime Rate refers to the one-year loan market quoted interest rate issued
by the National Bank Interbank Funding Center which was authorized by the PBOC, on the 20th of
each month since August 20, 2019.

Regulations Relating to Online Lending

On July 18, 2015, ten PRC regulatory authorities, including the PBOC, the MIIT and the CBRC,
jointly issued the Guidelines on Promoting the Healthy Development of the Internet Finance (<A {E
OB SR EREERENIEEZR)), or the Internet Finance Guidelines. The Internet Finance
Guidelines define the provision of online small loans as online lending business, which is under the
supervision of the CBRC, and governed by the relevant regulations on small loan companies.

On April 12, 2016, the General Office of the PRC State Council issued the Implementing Proposal
for the Special Rectification of Internet Financial Risk (< E I 4 4 il By S IE 8 v TAEE T %)),
which emphasizes the legitimacy and compliance of the Internet finance business, and specifies the
rectification measures regarding the internet finance business and the institutions engaged in the
internet finance business.

In April 2017, the P2P Online Lending Working Group issued the Notice on the Implementation of
Check and Rectification of Cash Loan Business Activities (B B i3 4 88 3450 B v B 8 i T4
fJ#EA1)) and a supplementary notice, or the Notices on Cash Loans. The Notices on Cash Loans
require that the local branches of the P2P Online Lending Working Group conduct a comprehensive
review and inspection of the cash loan business on online lending platforms and require such platforms
to take necessary improvement and remediation measures within a specific period of time to comply
with the relevant requirements under the applicable PRC laws and regulations. The Notices on Cash
Loans aim to eliminating the non-compliance in the operations of online lending platforms, including
fraudulent activities, loans with excessive interest rates, and forced loan collection practices.

On December 1, 2017, the Online Finance Working Group and the P2P Online Lending Working
Group jointly issued the Notice on Regulation and Rectification of “Cash Loan” Business (<[# A3 &8
FE BB B SEHS A EN)), or Circular 141, which sets out the principles and general requirements for
the conduct of “cash loan” business by online small loan companies, P2P platforms and banking
financial institutions (for the purpose of Circular 141, including banks, trust companies and consumer
financial companies). Circular 141 focuses on regulating the “cash loans” with certain features, such as
lack of (i) specific user cases (which, as we understand the term, refers to scenarios in which a user
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interacts with a product or service for a specific motivation), (ii) specified uses of loan proceeds, (iii)
selected customer base, or (iv) collateral. Circular 141 sets forth several general principles with respect
to the regulation of “cash loan” business, including: (i) no organization or individual may conduct the
“cash loan” lending business without obtaining relevant approval; (ii) the total borrowing cost of
borrowers charged by institutions in the form of interest and various fees should be annualized and
subject to the limit on interest rate of private lending provided by the judicial department; (iii)
institutions engaged in cash, among others, loan business must follow the “know-your-customer”
process and prudentially assess and determine the borrower’s suitability, credit limit and cooling-off
period, etc.; (iv) all institutions engaged in cash, among others, loan business must enhance their
internal risk control and prudentially use the “data-driven” risk management models. Moreover,
Circular 141 also sets forth certain specific requirements related to online small loan companies
engaged in the cash loan business, please refer to “— Regulations Relating to Small Loan Companies.”

In addition, Circular 141 also imposes several requirements on financial institutions engaged in
the “cash loan” business, including, among other things: (i) such financial institutions must not extend
loans jointly with any entities that have not obtained the approval for the lending business, or provide
funding to such entities for them to extend loans; (ii) with respect to the loan business conducted in
cooperation with third-party entities, such financial institutions must not outsource their core business
function (including the credit assessment and risk control), and must not accept any credit enhancement
services, whether or not in a disguised form (including the commitment to taking default risks),
provided by any third-party entities that lack the qualification to provide guarantee services; and (iii)
such financial institutions must require and ensure that such third-party entities do not charge any
interests or fees from the borrowers.

Any violation of Circular 141 may result in penalties, including but not limited to suspensions of
operation, orders to make rectification, condemnation, revocations of license, orders to cease business
operation, and criminal liabilities.

In August 2018, the P2P Online Lending Working Group issued the Circular on Launching
Compliance Inspection of Online Lending Information Intermediaries (<[ B EP2P4H A% (& SEt& 1% &
Mg TAERY#H)), or Circular 63, which requires online lending information intermediaries, local
Internet finance associations and competent governmental authorities to conduct and complete
respective comprehensive compliance inspection by the end of December 2018. According to Circular
63, the online lending information intermediaries passing such inspection will be qualified for accessing
to the information disclosure and product registration system, and may apply for P2P filing after the
system having been installed and smoothly run for a certain period of time. However, Circular 63 has
not set out a clear schedule of when the P2P filing will be available.

Regulations Relating to Small Loan Companies

Under the Guiding Opinions of the CBRC and the PBOC on the Pilot Operation of Small loan
Companies ({HEIERTTH BB E I Z: 5 g b [ A\ BT T B % /N BEsk 2 ml il g 45 22 & %2)) - which
was promulgated by the CBRC and the PBOC on May 4, 2008, or the Guiding Opinions on Small Loan
Companies, a small loan company is a company that is specialized in operating a small loan business
with investments from natural persons, legal entities or other social organizations, and which does not
accept public deposits. The establishment of a small loan company is subject to the approval of the
competent government authority at the provincial level. The major sources of funds for a small loan
company are limited to be capital paid by shareholders, donated capital and capital borrowed from up to
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two financial institutions. Furthermore, the balance of the capital borrowed by a small loan company
from financial institutions must not exceed 50% of the net capital of such small loan company, and the
interest rate and term of the borrowed capital is required to be determined by the company with the
banking financial institutions upon consultation, and the interest rate on the borrowed capital must be
determined by using the Shanghai Inter-bank Offered Rate as the base rate. With respect to the grant of
credit, small loan companies are required to adhere to the principle of “small sum and
decentralization.” The outstanding balance of the loans granted by a small loan company to one
borrower cannot exceed 5% of the net capital of such company. The interest ceiling used by a small
loan company may be determined by such companies but in no circumstance shall they exceed the
restrictions prescribed by the judicatory authority, and the interest floor is 0.9 times the base interest
rate published by the PBOC. Small loan companies have the flexibility to determine the specific
interest rate within the range depending on market conditions. In addition, according to the Guiding
Opinions on Small Loan Companies, small loan companies are required to establish and improve their
corporate governance structures, the loan management systems, the financial accounting systems, the
asset classification systems, the provision systems for accurate asset classification and their information
disclosure systems, and such companies are required to make adequate provision for impairment losses
and are required to accept public scrutiny supervision and are prohibited from carrying out illegal
fund-raising in any form.

The General Office of Shanghai Government promulgated the Regulation on Small Loan
Companies in Shanghai (k& i /NEE K23 7] B2 B H#F% )) on September 23, 2016, which specifies the
qualification requirements, the operational requirements, the application and approval procedures and
other rules governing small loan companies in Shanghai. On December 16, 2016, Shanghai Finance
Service Office issued the Guidelines on the Specific Regulation on the Online Small Loan Business of

On November 28, 2008, the General Office of Sichuan Province promulgated the Notice on
Expanding the Pilot Operation of Small Loan Companies ({PUJI[ & A E BT 32N B 2 K /) 38 Bk
oy Al G TAER9# 1)) to expand the pilot operation of small loan companies in Sichuan, and issued
the Interim Rules on the Regulation of Small Loan Companies in Sichuan (<PU)I| & /NG ZK S 7 45 B
BATHELD)), which set out rules and requirements on the establishment, compliance, supervision and
risk prevention of small loan companies in Sichuan. Furthermore, in March 2009, Chengdu municipal
government promulgated the Pilot Operation Proposals regarding Small Loan Companies in Chengdu
(RS /NEEE A AU B TAE %)) to regulate the pilot operation of small loan companies in
Chengdu and further specify other detailed rules and requirements, among which it is a requirement that
the outstanding balance of loans granted by a small loan company to one borrower must not exceed
RMB200,000, otherwise the small loan company must report to the competent government authorities.

In November 2017, the Online Finance Working Group issued the Notice on the Immediate
Suspension of Approvals for the Establishment of Online Small Loan Companies (B 57 BVEF {541k 5%
A% /INERE S AR HEATD ), which requires all relevant regulatory authorities of small loan companies
to suspend the approval of the establishment of any online small loan companies and the approval of
any small loan business conducted across provinces. On December 1, 2017, the Online Finance
Working Group and the P2P Online Lending Working Group also jointly issued Circular 141 to reinstate
the suspension of approving new online small loan companies and enhance the regulation of online
small loan companies, which stipulates that (i) the relevant regulatory authorities must suspend the
approval for the establishment of any new online small loan companies and the conduct of offline
business of any small loan companies across provinces (districts or cities); (ii) online small loan
companies must not extend loans to any borrowers without income, such as students; (iii) online small
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loan companies must suspend the funding of online small loans with no user cases or specified uses of
loan proceeds, and gradually reduce the volume of the existing business relating to such loans and take
rectification measures in a period to be specified by authorities; and (iv) small loan companies shall not
illegally raise funds or absorb public deposits, the funding source of small loan companies is being
strictly regulated.

On December 8, 2017, the P2P Online Lending Working Group promulgated the Notice on
Implementation Plan for Specific Rectification for Risks in Small Loan Companies Conducting the
Online Small Loan Business ({/INEHE K2 R4 4% /INER B0 CE T Ja g S 05 28 A B it 77 2948 1)), or
the Rectification Implementation Plans of Online Small Loan Companies. Pursuant to the Rectification
Implementation Plans of Online Small Loan Companies, “online small loans” are defined as small loans
provided through the internet by small loan companies controlled by internet companies. Online small
loans businesses typically acquires borrowers online, conduct credit assessment based on the online
information collected from the specific online scenario, such as customer operation and internet
consumption, and process the loan applications, approvals and funding procedures online. Consistent
with the Guidance on the Pilot Establishment of Small Loan Companies and Circular 141, the
Rectification Implementation Plans of Online Small Loan Companies emphasizes several material
aspects for inspection and rectification, which include, (i) the online small loan companies must be
approved by the competent authorities in accordance with the applicable regulations promulgated by the
State Council, and approved online small loan companies that act in violation of any regulatory
requirements must be re-examined; (ii) whether the qualification of online small loan companies are in
compliance with the applicable laws and regulations; (iii) whether the “integrated actual interest”
(namely the total borrowing cost charged to borrowers in the form of interest and various fees) are
annualized and subject to the limit on interest rates of private lending set forth in the Private Lending
Judicial Interpretations and, whether any interest, handling fee, management fee or deposit are deducted
from the principal of loans provided to the borrowers in advance; (iv) whether campus loans, or online
small loans with no specific scenario or designated use of loan proceeds are granted; (v) with respect to
the loan business conducted in cooperation with third-party institutions, whether small loan companies
cooperate with internet platform without website filing or telecommunications business license to lend
online small loan, whether the online small loan companies outsource their core business (including the
credit assessment and risk control), or accept any credit enhancement service provided by any
third-party institutions with no guarantee qualification; or whether any applicable third-party institution
coll