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announces the audited results of the Company and its subsidiaries (the “Group”) for the year
ended 31 December 2017. This announcement, containing the full text of the 2017 annual report
of the Company, complies with the relevant requirements of the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited in relation to information to accompany
preliminary announcement of annual results.

The Group’s final results for the year ended 31 December 2017 have been reviewed by the audit
committee of the Company.

PUBLICATION OF ANNUAL RESULTS ANNOUNCEMENT AND ANNUAL REPORT

This results announcement will be published on the website of The Stock Exchange of Hong Kong
Limited (www.hkexnews.hk) and the Company’s website (www.htsec.com).

The Company’s 2017 annual report will be dispatched to holders of H shares and published on the
websites of the Company and The Stock Exchange of Hong Kong Limited in due course.
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ZHOU Jie

Chairman

Shanghai, the PRC
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IMPORTANT NOTICE

The Board, the Supervisory Committee, Directors, Supervisors and senior management of the Company warrant
the truthfulness, accuracy and completeness of contents of this annual report (the “Report”) and that there
is no false representation, misleading statement contained herein or material omission from this Report, for
which they will assume joint and several liabilities.

This Report was considered and approved at the 29th meeting of the sixth session of the Board. The number
of Directors to attend the Board meeting should be 13 and the number of Directors who actually attended
the Board meeting was 11. Ms. Yu Liping, a non-executive Director, and Mr. Feng Lun, an independent
non-executive Director, were unable to attend the Board meeting in person due to business trips, and had
appointed Ms. Zhang Xinmei, a non-executive Director, and Mr. Xiao Suining, an independent non-executive
Director, to vote on their behalves respectively.

None of the Directors or Supervisors has made any objection to this Report.

BDO China Shu Lun Pan Certified Public Accountants LLP (Special General Partnership) and Deloitte Touche
Tohmatsu has audited the Company’s annual financial reports prepared in accordance with PRC GAAP and
IFRS respectively, and issued standard and unqualified audit reports of the Company. All the financial data in
this Report are denominated in RMB unless otherwise indicated.

Mr. Zhou Jie, Chairman of the Company, Mr. Li Chugian, Chief Financial Officer, and Mr. Ma Zhong, head
of the accounting department warrant the truthfulness, accuracy and completeness of the financial report
contained in this Report.

The Board considered and approved the profit distribution proposal or proposal on transfer of capital reserve
funds into share capital for the Reporting Period, which are as follows:

On the basis of the total share capital of 11,501,700,000 A Shares and H Shares as at 31 December
2017, a cash dividend of RMB2.30 for every 10 shares (inclusive of tax) will be distributed to holders of A
Shares and H Shares whose names appear on the register of members of the Company on the record date,
with a total amount of cash dividend of RMB2,645,391,000.00. The retained profits of the Company of
RMB17,817,845,957.76 following the cash dividend distribution will be carried forward to the next year.

Forward-looking statements, including future plans and development strategies, may be included in this
Report. All statements contained herein other than statements of historical fact are, or may be deemed to
be, forward-looking statements. Neither the Company nor any of its subsidiaries undertakes any obligation
to publicly update or revise any forward-looking statement as a result of new information. Investors should
be reminded of the risks of investments and not place undue reliance on forward-looking statements.

No appropriation of funds on a non-operating basis by the Company’s controlling shareholders, if any, or
their respective related parties has occurred during the Reporting Period.

The Company did not provide external guarantees in violation of the stipulated decision-making procedures
during the Reporting Period.

2 HAITONG SECURITIES CO., LTD.
Annual Report 2017 (H Share)



SECTION |

DEFINITIONS

DEFINITIONS AND IMPORTANT RISK WARNINGS

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

meanings set forth below:

“A Share(s)"”

“Articles of Association” or “Articles”

“Board”

“China” or “PRC"

"COde"

“Company” or “Haitong Securities”

"CSRC”

“Director(s)”

“EUR"

“"Fortune HFT"

"Fullgoal Fund”
“"Group”
“Gui'an UT”

domestic shares of the Company, with a nominal value
of RMB1.00 each, which are listed and traded on the
Shanghai Stock Exchange

the articles of association of Haitong Securities

the board of Directors of Haitong Securities

the People’s Republic of China, and for the purposes of
this Report only, excluding Hong Kong, Macau Special
Administrative Region and Taiwan

the Corporate Governance Code and Corporate
Governance Report set out in Appendix 14 to the Hong
Kong Listing Rules

Haitong Securities Co., Ltd.

the China Securities Regulatory Commission

the director(s) of Haitong Securities

the official currency of the Eurozone

Shanghai Fortune HFT Asset Management Co., Ltd. (£
BENEEREETEARAR)

Fullgoal Fund Management Co., Ltd. (EEREEEEH
PR A A])

the Company and its subsidiaries

Gui‘an UT Financial Leasing (Shanghai) Co., Ltd. (E&/&E
ERERE (LE)ABRAR)

HAITONG SECURITIES CO., LTD. 3
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SECTION | DEFINITIONS AND IMPORTANT RISK WARNINGS

“H Share(s)”

"Haitong Bank”

"Haitong Capital”

“Haitong-Fortis PE”

"Haitong Futures”

"Haitong Innovation Securities”

"Haitong International Holdings”

"Haitong International Securities”

“Haitong Resource”
"Haitong UniFortune”
"Haitong UniTrust Financial

Leasing (Shanghai)”
"Haitong UT"

"Haitong UT Capital”

“Haitong UT Holdings”

4 HAITONG SECURITIES CO., LTD.
Annual Report 2017 (H Share)

ordinary shares in the share capital of the Company with
nominal value of RMB1.00 each, which are subscribed
for and traded in HK dollars and are listed on the Hong
Kong Stock Exchange

Haitong Bank, S.A.

Haitong Capital Investment Co., Ltd. (BBFHTIEESE
{E/NC]))

Haitong-Fortis Private Equity Fund Management Co., Ltd.
(BEEXREAECEEARAR)

Haitong Futures Co., Ltd. (B@BEAERMDER A )

Haitong Innovation Securities Investment Co., Ltd. (53

Bl EFREARAR)

Haitong International Holdings Limited (&38R %A%
BRAF])

Haitong International Securities Group Limited (&3&H
REHEB AR AT, listed on the Hong Kong Stock
Exchange, stock code: 665

Shanghai Haitong Resource Management Co., Ltd. (_£)&
BBREREEARAT)

Haitong UniFortune International Leasing Co., Ltd. (&i®
EEBREEFRAR])

Haitong UniTrust Financial Leasing (Shanghai)
Corporation (BBEEMEHRE (LE) BRAR])

Haitong UniTrust International Leasing Co., Ltd. (8818
EEEEERNBRAR)

Haitong UT Capital Group Co., Limited (8B E &R
EEBRAR)

Haitong UT Holdings Limited (@ EERMERSERE
(NG
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"Haitong UT Leasing HK”

“Haitong Xinchuang”

"HFT Investment”

"HK$", “HKD" or “HK dollars”

“Hong Kong”

“Hong Kong Listing Rules”

“Hong Kong Stock Exchange”

“HT Asset Management”

"IFRS"

"IPO "

“Model Code”

“NEEQ”

“NSSF”

"PRC GAAP”

“QDII"

" QFIl”

“Reporting Period”

“RMB" or “Renminbi”

DEFINITIONS AND IMPORTANT RISK WARNINGS

Haitong UT Leasing HK Limited (B@EEHE ()
BRAT])

Haitong Xinchuang Investment Management Co., Ltd.
(BEFEIREEBBRIA)

HFT Investment Management Co., Ltd. (B EBESER
BRAT])

the lawful currency of Hong Kong

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

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

The Stock Exchange of Hong Kong Limited

Shanghai Haitong Securities Asset Management Company
Ltd. (DEBBEFEEEEARAR)

International Financial Reporting Standards

initial public offering

the Model Code for Securities Transactions by Directors
of Listed Issuers set out in Appendix 10 to the Hong

Kong Listing Rules

National Equities Exchange and Quotations (2[5 #1/] i
R EEE R )

the National Council for Social Security Fund of the PRC
generally accepted accounting principles in the PRC
Qualified Domestic Institutional Investor

Qualified Foreign Institutional Investor

from 1 January 2017 to 31 December 2017

the lawful currency of the PRC

HAITONG SECURITIES CO., LTD. 5
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“RQFII" Renminbi Qualified Foreign Institutional Investor

"“SFO" the Securities and Futures Ordinance (Chapter 571 of
the Laws of Hong Kong) as amended, supplemented or
otherwise modified from time to time

“Shanghai Stock Exchange” or “SSE” the Shanghai Stock Exchange

“Shanghai Weitai Properties” Shanghai Weitai Properties Management Co., Ltd. (_£/8
HRBEXEEERAR)

“Shenzhen Stock Exchange” or “SZSE” the Shenzhen Stock Exchange

“Supervisor(s)” the supervisor(s) of Haitong Securities

“Supervisory Committee” the supervisory committee of Haitong Securities

“US$"”, “USD” or “U.S. dollars” the lawful currency of the United States of America

“Wind Info” Wind Information Co., Ltd.

IMPORTANT RISK WARNINGS

The business of the Company is highly dependent on the securities market conditions in jurisdictions
where the Company operates. Our results of operations may be materially affected by various factors,
such as macro-economic situations, cyclical fluctuations of the industry, development stages of the
market, behaviour of the investors and the international economic environments.

The Company is exposed to various risks in its business operations, primarily including (i) policy risks,
whereby the operations of securities firms in general are subject to material adverse effect caused
by national macro-control measures, and changes of laws, regulations, regulatory policies or trading
rules applicable to securities industry; (ii) compliance risks, whereby the securities firms may be subject
to legal punishment or regulatory penalties or may incur significant financial losses due to failure to
comply with laws and regulations, regulatory requirements, rules, relevant standards made by the
self-requlatory organisations or code of conducts applicable to the securities firms; (iii) credit risks
caused by non-performance of contractual obligations by issuers, borrowers or counterparties of the
Company or caused by insufficient collateral provided by borrowers or counterparties of the Company;
(iv) market risks, where the Company’s proprietary investments record losses due to adverse fluctuations
of market prices (such as the stock price, interest rate, exchange rate or product price); (v) operational
risks trigged by deficiencies in internal processes, employees improper operation, IT system failures, or
impact from external sources; (vi) liquidity risks, where the exposure of the Company to the liquidity
risks is aggravated due to increased leverage ratio through issuing corporate bonds, debt instruments,
subordinated debts, short-term corporate bonds; and (vii) reputational risks, where the corporate image
of the Company among stakeholders is damaged due to the Company’s operational, management or
other acts or the external incidents. All these risks may directly affect the results of operations and
financial conditions of the Company. In addition, these effects may overlap with each other due to
certain inherent correlation among these risk factors.

For details of the specific risk factors and the risk management measures that the Company has or will
take, investors are advised to carefully read “Potential Risks and Prevention Measures” in section IV
“Report of the Board of Directors” of this Report, and pay special attention to the above risk factors.

HAITONG SECURITIES CO., LTD.
Annual Report 2017 (H Share)



Section |l  COMPANY PROFILE AND KEY FINANCIAL INDICATORS

CORPORATE INFORMATION

Chinese name of the Company BB LFRNDBRAF]

Chinese abbreviation of the Company B IBE S

English name of the Company Haitong Securities Co., Ltd.
English abbreviation of the Company Haitong Securities

Legal representative of the Company Zhou lJie

General manager of the Company Qu Qiuping

Authorized representatives of the Company Zhou Jie, Jiang Chengjun

Joint company secretaries Jiang Chengjun, Wong Wai Ling

Registered Capital and Net Capital of the Company

Unit: RMB

As at the end of this As at the end of

Reporting Period last year

Registered capital 11,501,700,000.00 11,501,700,000.00
Net capital 75,292,211,294.80 78,663,534,022.30

Scope of business of the Company

Securities brokerage; securities proprietary trading; securities underwriting and sponsorship; securities
investment consulting; financial advisory services relating to securities trading and investment activities;
direct investment; securities investment fund consignment; provision of intermediary introduction
business for the futures companies; margin financing and securities lending; agency sale of financial
products; the stock options market making; other businesses approved by the CSRC. In addition, the
Company is permitted to establish subsidiaries that are engaged in outbound investments including
investments in financial products (projects subject to approval as required by law shall be conducted
upon the approval by relevant authorities).

Qualification for each individual business of the Company

1. Online securities entrustment business qualification (Zheng Jian Xin Xi Zi [2001] No. 3)

2, Qualification for lending and purchase of bonds, bond transactions and bond repurchase business
in the national inter-bank lending market and the bond market (Yin Ban Han [2001] No. 819)

S Qualification for lending transactions and bond transactions in the national inter-bank lending

center (Zhong Hui Jiao Fa [2001] No. 306)
Qualification for acquisition of securities business departments (Hu Zheng Ji Bian [2002] No. 090)

5. Open-end securities investment fund consignment business qualification (Zheng Jian Ji Jin [2002]
No. 076)

6. Securities company engaged in relevant innovative activity trials (Zhong Zheng Xie Han [2005]
No. 079)

7. Qualification for short-term financial bond underwriting business (Yin Fa [2005] No. 173)

8. Qualification for quotation transfer business (Zhong Zheng Xie Han [2006] No. 3)

9. Qualification for trading on integrated electronic platform of fixed-income securities at Shanghai
Stock Exchange (Shang Zheng Hui Han [2007] No. 86)

10.  Qualification for National Association of Financial Market Institutional Investors (August 2007)

HAITONG SECURITIES CO., LTD. 7
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11.

12.

13.

14.
15.
16.

17.

18.

19.
20.
21.

22.

23.

24.
25.
26.
27.

28.
29.
30.

3.
32,

3.
34.

35.
36.
37.
38.
39.

Qualification for overseas securities investment management business as a qualified domestic
institutional investor (Zheng Jian Xu Ke [2008] No. 146)

A-grade clearing participant qualification of China Securities Depositary and Clearing Corporation
Limited (Zhong Guo Jie Suan Han Zi [2008] No. 22)

Qualification for provision of intermediary introduction business for the futures companies (Hu
Zheng Jian Ji Gou Zi [2010] No. 122)

Qualification for direct investment business trials (Ji Gou Bu Bu Han [2008] No. 421)
Qualification for implementation of the broker system (Hu Zheng Jian Ji Gou Zi [2009] No. 302)
Qualification of providing trading units for insurance agency investors (Bao Jian Zi Jin Shen Zheng
[2009] No. 1)

Quialification for margin financing and securities lending business (Zheng Jian Xu Ke [2010] No.
315)

Qualification of engaging of stock index futures hedging business through proprietary trading
of the company (Hu Zheng Jian Ji Gou Zi [2010] No. 372)

Qualification for securities house assigned by NSSF (August 2011)

Qualification for fund evaluation business (Zhong Zheng Xie Fa [2010] No. 070)

Qualification of engaging of stock index futures through asset management (Hu Zheng Jian Ji
Gou Zi [2011] No. 237)

Stock repo transaction business trials (Ji Gou Bu Bu Han [2011] No. 512) (Shang Zheng Jiao
Zi[2011] No. 37)

Qualification for issuance of overseas listed foreign shares (Zheng Jian Xu Ke [2011] No. 1821)
(H Share)

Trial business of bond collateralized repo with quotes (Ji Gou Bu Bu Han [2011] No. 585)
Partnership independent custody business trials (Ji Gou Bu Bu Han [2012] No. 686)
Over-the-counter transaction business (Zhong Zheng Xie Han [2012] No. 825)

Pilot qualification of engaging of margin and securities refinancing business (Zhong Zheng Jin
Han [2012] No. 113)

Pilot qualification of underwriting of private debts for SMEs (Zhong Zheng Xie Han [2012] No.561)
Qualification for foreign exchange operation in the securities business (SC201307)
Qualification for issuance of short-term financing bonds (Department of Fund and Intermediary
Supervision Han [2014] No. 1551)

Qualification for agency sale of financial products (Hu Zheng Jian Ji Gou Zi [2013] No.180)
Pilot qualification of conducting capital consumption payment services for client securities (Ji
Gou Bu Bu Han [2013] No. 741)

Qualification of the 11th batch of insurance agency for 2013 (Hu Bao Jian Xu Ke [2013] No.204)
Quialification for agency distributing precious metal spot contract such as gold and proprietary
trading for gold spot contract (Ji Gou Bu Bu Han [2013] No. 959)

Custody qualification of security investment funds (Zheng Jian Xu Ke [2013] No. 1643)
Qualification for agency business of securities pledge registration (February 2014)

Internet securities business trials (Zhong Zheng Xie Han [2014] No. 358)

Membership qualification on the gold exchange (Certificate No. T004)

Pilot issuance of short-term corporate bonds by securities companies (Shang Zheng Duan Zhai
[2014] No. 4)

HAITONG SECURITIES CO., LTD.
Annual Report 2017 (H Share)
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40.

41.
42.
43.
44.
45.
46.

47.
48.

49.
50.

Business pilot of financing-oriented option exercise with respect to share incentive schemes of
listed companies (Shenzhen Han [2014] No. 321)

Qualification for the stock options market making business (Zheng Jian Xu Ke [2015] No. 153)
Principal market maker in SSE 50 ETF options contracts (Shang Zheng Han [2015] No. 214)
Business qualification for options settlement (Zhong Guo Jie Suan Han Zi [2015] No. 20)
Futures membership certificate (Certificate number: NO. G02008)

Qualification for offshore proprietary business (Ji Gou Bu Han [2015] No. 1204)

No comment letter on innovative program of one-way video account opening (Zhong Guo Jie
Suan Ban Zi [2015] No. 461)

Qualification for inter-bank gold price asking transactions (Shang Jin Jiao Fa [2015] No. 120)
Qualification for carrying on main underwriting business of debt financial instruments for
non-financial enterprises (August 2016)

Qualification for note dealing (Yin Ban Fa [2016] No. 224)

Quialification for relevant business on tools mitigating credit risk (January 2017)

The Company holds membership qualification on the Shanghai Stock Exchange and the Shenzhen
Stock Exchange and warrant clearing business qualification in China Securities Depositary and Clearing
Corporation Limited. All subsidiaries of the Company conduct their businesses legally or upon obtaining
the relevant business qualifications as approved by the relevant regulatory authorities.

CONTACT PERSONS AND CONTACT METHODS

Secretary to the Board Representative of Securities Affairs
Name Jiang Chengjun Sun Tao
Correspondence address 12/F, Haitong Securities 12/F, Haitong Securities Building,
Building, No. 689 No. 689 Guangdong Road,
Guangdong Road, Shanghai, Shanghai, PRC
PRC (Postal Code: 200001) (Postal Code: 200001)
Telephone 8621-23219000 8621-23219000
Facsimile 8621-63410627 8621-63410627
Email jlangcj@htsec.com sunt@htsec.com
HAITONG SECURITIES CO., LTD. 9
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BASIC CORPORATE INFORMATION

Registered address No. 689 Guangdong Road, Shanghai, PRC

Postal code of registered address 200001

Business address No. 689 Guangdong Road, Shanghai, PRC

Postal code of business address 200001

Internet website http://www.htsec.com

Email haitong@htsec.com

Principal place of business in Hong Kong 21st Floor, Li Po Chun Chambers, 189 Des Voeux
Road Central, Central, Hong Kong

Search index for changes in registration http://www.sse.com.cn

during the Reporting Period
Unified social credit code in the business license  9131000013220921X6
Chief Compliance Officer Wang Jianye

INFORMATION DISCLOSURE AND PLACE FOR INSPECTION

Newspapers designated by the Company for China Securities Journal, Shanghai Securities
information disclosure News, Securities Times

Website designated by the CSRC for http://www.sse.com.cn
publication of annual reports

Website designated by the Hong Kong Stock http://www.hkexnews.hk

Exchange for publication of annual reports
Place where annual reports of the Company are  Office of the Board, 12/F, Haitong Securities
available Building, No. 689 Guangdong Road, Shanghai,
PRC

BRIEF INFORMATION ON THE SHARES OF THE COMPANY

Class of Stock exchange Stock  Stock name
shares of listing Stock name code before changes Share Registrar

A Share  Shanghai Stock Haitong 600837 Shanghai Branch of China
Exchange Securities Securities Depository and
Clearing Corporation
Limited
Computershare Hong Kong

H Share  Hong Kong Stock HAITONG 6837
Exchange SEC Investor Services Limited

HAITONG SECURITIES CO., LTD.
Annual Report 2017 (H Share)
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VI. OTHER INFORMATION OF THE COMPANY

U

History of the Company

Haitong Securities was established under the name of Shanghai Haitong Securities Company
(E8/83@FES R R]) with a registered capital of RMB10 million in Shanghai in 1988, and its
substantial shareholder was Bank of Communications, Shanghai Branch. Its business scope
mainly included distribution and issuance of negotiable securities on behalf of clients. It was
also engaged in securities advisory, custody, transfer and principal and interest repayment of
a variety of negotiable securities, securities investment business on behalf of clients and other
relevant businesses approved by the People’s Bank of China.

Upon approval by the People’s Bank of China with the Reply concerning Conversion of Shanghai
Haitong Securities Company (/&8 @E %572 7)) (Yin Fu [1994] No. 5), on 27 September 1994,
Shanghai Haitong Securities Company (/8837 752 7)) was converted into a limited liability
Company and was renamed as Haitong Securities Company Limited (8@EF5HR A7) with
a registered capital of RMB1,000 million. Its scope of business was changed into issuance of
securities and principal and interest repayment for securities on behalf of clients; proprietary
trading and trading of securities on behalf of clients; securities custody and authentication
business; receipt of principal, interest and dividends of securities on behalf of clients, and
registration, transfer and clearing of securities; securities investment consultation and investment
fund business; other businesses approved by the People’s Bank of China.

Upon approval by the CSRC with the Reply concerning Approval of the Share Increase Plan and
the Application for being a Comprehensive Securities Company of Haitong Securities Company
Limited (Bi@:EF%5EGR2A7]) (Zheng Jian Ji Gou Zi [2000] No. 296), on 29 December 2000,
Haitong Securities Company Limited (Bi8:& 7B 7AF]) completed capital increase with its
registered share capital increased to RMB3,746,928,000. Its scope of business was issuance of
securities on behalf of clients; proprietary trading and trading of securities on behalf of clients;
principal and interest repayment for securities on behalf of clients; securities custody and
authentication business; receipt of principal, interest and dividends of securities on behalf of
clients, and registration, transfer and clearing of securities on consignment; securities investment
consultation; securities investment fund business.

HAITONG SECURITIES CO., LTD. 'I 1
Annual Report 2017 (H Share)
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Upon approval by the CSRC with the Reply concerning the Overall Change of Haitong Securities
Company Limited (8#EHERAF]) into a Joint-stock Limited Liability Company (Zheng
Jian Ji Gou Zi [2001] No. 278), on 28 January 2002, Haitong Securities Company Limited (/&
HEHBRAR]) was converted into a joint-stock limited liability company and was renamed
as “Haitong Securities Co., Ltd. (BBEHMH AR F])" with a registered share capital of
RMB4,006,093,000.

Upon approval by the CSRC with the Reply concerning Approval of Share Increase of Haitong
Securities Co., Ltd. (i@ EH D AR A 7)) (Zheng Jian Ji Gou Zi [2002] No. 329), on 1 November
2002, the registered share capital of Haitong Securities was increased to RMB8,734,438,870. Its
scope of business was changed into: trading of securities (including domestically listed foreign
shares) on behalf of clients, principal and interest repayment and dividends payment for securities
on behalf of clients, securities custodial services, authentication of share certificates, account
opening and registration on behalf of clients, securities proprietary trading business, securities
(including domestically listed foreign shares) underwriting (including acting as a lead underwriter),
securities investment advisory (including financial advisory), entrusted investment management
and other businesses approved by the CSRC.

In May 2005, the Company was qualified as one of the pilot innovative securities companies.

Upon approval of the CSRC with the Zheng Jian Gong Si Zi [2007] No. 90 document, on 7 June
2007, Shanghai Urban Agro-Business Co., Ltd. (L/B8MEHERARMBBRAE]) (“SUABC”
hereinafter), a company listed on the Shanghai Stock Exchange, disposed all its assets and
liabilities to Bright Food (Group) Co., Ltd. (a controlling shareholder of the Company) and merged
with the former Haitong Securities through the reverse takeover. Following completion of the
reverse takeover, the subsisting company was renamed as Haitong Securities Co., Ltd. (BB
FM BB R AR and carried on all businesses of the former Haitong Securities, taking over the
employees, assets and liabilities of the former Haitong Securities. On 29 June 2007, registration
of the new shares in Shanghai Branch of China Securities Depository and Clearing Corporation
Limited was completed. On 6 July 2007, the subsisting company filed relevant changes with
Shanghai Administration for Industry & Commerce with its registered share capital changed to
RMB3,389,272,910.

On 31 July 2007, Haitong Securities was listed on the Shanghai Stock Exchange.

Upon approval of the CSRC with the Circular on Approval of Nonpublic Share Issue of Haitong
Securities Co., Ltd. (83BEHM% D EBR A 7)) (Zheng Jian Fa Xing Zi [2007] No. 368), the Company
completed non-public offering on 21 November 2007 and its registered share capital and paid-in
capital was changed from RMB3,389,272,910 into RMB4,113,910,590.

HAITONG SECURITIES CO., LTD.
Annual Report 2017 (H Share)
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On 5 May 2008, the Company held the 2007 annual general meeting and passed the Proposal
on Profit Distribution of the Company for 2007. Cash dividends of RMB1.00 (inclusive of tax) and
stock dividends of 3 shares (inclusive of tax) per 10 shares were distributed to all shareholders
on the basis of a total share capital of 4,113,910,590 shares as at 31 December 2007 and 7
shares per 10 shares were transferred from capital reserve funds to all shareholders. Following
the distribution of stock dividends and the transfer of capital reserve funds into capital, the
Company'’s total share capital was changed from 4,113,910,590 shares to 8,227,821,180 shares.
Implementation of the distribution proposal was completed on 28 May 2008.

On 27 April 2012, an aggregate of 1,352,340,000 (H Shares) comprising 1,229,400,000 overseas
listed foreign shares (H shares) issued by the Company and 122,940,000 H Shares transferred
to the NSSF by the relevant 25 state-owned shareholders of the Company for the purpose of
reduction of state-owned shares and converted into overseas listed foreign shares were listed
and commenced trading on the main board of the Hong Kong Stock Exchange. On 19 May 2012,
joint global coordinators for the Company’s IPO of H Shares partially exercised the over-allotment
option and the Company issued 127,500,000 additional H Shares, which were subsequently listed
and traded on the main board of the Hong Kong Stock Exchange on 22 May 2012. The relevant
state-owned shareholders of the Company undertook a similar reduction of state-owned shares
and transferred 12,750,000 domestic shares (A Shares) of the Company held by them in the
aggregate (equivalent to 10% of the number of H Shares issued additionally pursuant to the
partial exercise of the over-allotment option) to the NSSF in the form of H shares.

On 9 February 2015, the Company convened the first extraordinary general meeting of 2015, the
first A shareholders’ class meeting of 2015 and the first H shareholders’ class meeting of 2015,
at which the Proposal on Issue of New H Shares by the Company was considered and approved.
In May 2015, the Company received the Reply of Approving Additional Issue of Overseas Listed
Foreign Shares by Haitong Securities Co., Ltd. (Zheng Jian Xu Ke [2015] No. 811) issued by the
CSRC, pursuant to which the Company was allowed to issue up to 1,916,978,820 overseas listed
foreign shares with a nominal value of RMB1 each (all being ordinary shares). On 8 May 2015, the
Company has obtained the approval for listing of, and permission to deal in, the new H Shares
from the Hong Kong Stock Exchange. The Company completed the issuance of 1,916,978,820
new H Shares on 29 May 2015, among which completion in relation to 1,048,141,220 new H
Shares took place on 15 May 2015 while completion in relation to 868,837,600 new H Shares
took place on 29 May 2015.

Following the completion of the issuance of new H Shares by the Company, the total number
of shares of the Company was 11,501,700,000, among which 8,092,131,180 were A Shares
and 3,409,568,820 were H Shares. The abbreviation of H Shares is: “/&i#3&%" (in Chinese) and
“HAITONG SEC” (in English) and the stock code of H Shares is “6837".
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Organizational Structure of the Company

The Company operates in accordance with the relevant laws and regulations including the
PRC Company Law, the PRC Securities Law and Guidance for the Internal Control of Securities
Companies and the requirements of the Articles of Association. Scientific and standard corporate

governance has been established, and authorities and duties of its general meeting, the Board,

the Supervisory Committee and senior management are clear. Meanwhile, the Company has also

established an organizational framework and an operational mechanism in conformity with its
development requirements.

1. Organizational structure of the Company (see Appendix I of this Report)

2. Principal subsidiaries and joint-stock companies of the Company

(1)

)

HFT Investment Management Co., Ltd.

Registered address: 36-37/F, BEA Finance Tower, No. 66 Huayuan Shigiao Road,
Pudong New Area, Shanghai

Establishment date: 18 April 2003

Registered capital: RMB300 million

Shareholding percentage: 51%

Legal representative: Zhang Wenwei

Tel: 021-38650999

Scope of business: Fund raising, fund sales, asset management and other businesses
permitted by the CSRC. (Projects subject to approval as required by law shall be
conducted upon the approval by relevant authorities)

Fullgoal Fund Management Co., Ltd.

Registered address: Level 16-17, International Financial Centre Tower 2, No. 8
Century Avenue, China (Shanghai) Free Trade Pilot Zone

Establishment date: 13 April 1999

Registered capital: RMB300 million

Shareholding percentage: 27.775%

Legal representative: Xue Aidong

Tel: 021-20361818

Scope of business: Publicly raised securities investment fund management, fund
sales, asset management for specific customers. (Projects subject to approval as
required by law shall be conducted upon the approval by relevant authorities)

HAITONG SECURITIES CO., LTD.
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(3)

“4)

(5

Haitong-Fortis Private Equity Fund Management Co., Ltd.

Registered address: Room A, No. 8, Lane 888, Wan Hang Du Road, Jing’an District,
Shanghai

Establishment date: 18 October 2004

Registered capital: RMB100 million

Shareholding percentage: 67%

Legal representative: Li Baoguo

Tel: 021-62883005

Scope of business: Industrial investment fund management, investment advisory
and investment fund formation. (Projects subject to approval as required by law
shall be conducted upon approval by relevant authorities)

Haitong Futures Co., Ltd.

Registered address: Level 17, Unit 01, 03, 04 of Level 6, Level 25 and Unit 05 of
Level 2, No. 1589 Century Avenue, Pudong New Area, Shanghai

Establishment date: 18 March 1993

Registered capital: RMB 1,300 million

Shareholding percentage: 66.667 %

Legal representative: Wu Hongsong

Tel: 021-61871688

Scope of business: commodity futures brokerage, financial futures brokerage and
futures investment advisory services, asset management and fund sales. (Projects
subject to approval as required by law shall be conducted upon approval by relevant
authorities)

Haitong International Holdings Limited

Registered address: 22/F, Li Po Chun Chambers, 189 Des Voeux Rd, Central, Hong
Kong

Establishment date: 24 July 2007

Authorized capital: HK$8,850 million

Issued capital: HK$8,850 million

Paid-in capital: HK$8,850 million

Shareholding percentage: 100%

Tel: 852-39268888

Nature of business: Investment holdings

Scope of business: Investment holdings, engaging in brokerage, corporate financing,
assets management and other businesses permitted by Hong Kong securities
regulatory rules through establishment of various subsidiaries. (Projects subject
to approval as required by law shall be conducted upon approval by relevant
authorities)

HAITONG SECURITIES CO., LTD. 'I 5
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(6)

(7)

8

Haitong Capital Investment Co., Ltd.

Registered address: Room 07-12, Level 26, No. 689 Guangdong Road, Shanghai
Establishment date: 23 October 2008

Registered capital: RMB10,650 million

Shareholding percentage: 100%

Legal representative: Zhang Xiangyang

Tel: 021-63410311

Scope of business: Using its own funds or establishing direct investment funds to
make equity investments and debt investments in relation to equity in enterprises
or investing in other investment funds in relation to equity investments; providing
investment advisory, investment management and financial advisory services on
equity investments to clients; and other businesses permitted by the CSRC. (Projects
subject to approval as required by law shall be conducted upon approval by relevant
authorities)

Haitong Innovation Securities Investment Co., Ltd.

Registered address: Room 107N, Building No. 2, No. 774 Changde Road, Jing‘an
District, Shanghai

Establishment date: 24 April 2012

Registered capital: RMB3,500 million

Shareholding percentage: 100%

Legal representative: Shi Jianlong

Tel: 021-23219000

Scope of business: Financial products investment, securities investment, investment
advisory and investment management. (Projects subject to approval as required by
law shall be conducted upon approval by relevant authorities)

Shanghai Haitong Securities Asset Management Company Ltd.

Registered address: Room 01-12, Level 32, No. 689 Guangdong Road, Huangpu
District, Shanghai

Establishment date: 26 June 2012

Registered capital: RMB2,200 million

Shareholding percentage: 100%

Legal representative: Pei Changjiang

Tel: 021-23219000

Scope of business: Securities asset management. (Projects subject to approval as
required by law shall be conducted upon approval by relevant authorities)

'| 6 HAITONG SECURITIES CO., LTD.
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(9)  Shanghai Weitai Properties Management Co., Ltd.

Registered address: Level 3, No. 689 Guangdong Road, Huangpu District, Shanghai

Establishment date: 8 January 2014

Registered capital: RMB10 million
Shareholding percentage: 100%

Legal representative: Gong Zhihong

Tel: 021—23219000

Scope of business: Real estate development and management, and property
management. (Projects subject to approval as required by law shall be conducted

upon approval by relevant authorities)

()  Numbers and network of securities branches of the Company

As at the end of the Reporting Period, the Company had 27 branches and 290 securities business

departments (see Appendix Il of this Report).

OTHER RELEVANT INFORMATION

Accounting firm appointed by  Name
the Company (domestic)

Office address
Signatory accountants
Accounting firm appointed Name
by the Company (overseas)

Office address

Signatory accountant
Legal Advisor to the Company, Grandall Law Firm
as to PRC law (Shanghai)
Legal Advisor to the Company, Clifford Chance
as to Hong Kong law

BDO China Shu Lun Pan Certified Public
Accountants LLP (Special General
Partnership)

4/F, No. 61 East Nanjing Road, Shanghai

Huang Ye, Chi Yuan

Deloitte & Touche (Deloitte Touche

Tohmatsu (fE&)ef &R 5 E5TAN7T) and

Deloitte Touche Tohmatsu Certified Public

Accountants LLP ({EE)ZEk & 5TRI B/ AT)

(Special General Partnership))

35/F, One Pacific Place, No.88
Queensway, Hong Kong

Man Kai Sze
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VIiIl. MAJOR ACCOUNTING DATA AND FINANCIAL INDICATORS OF THE GROUP

(All of the accounting data and financial indicators set out in this Report are prepared in accordance

with IFRS unless otherwise indicated)

() Major accounting data and financial indicators over the past three years

As compared

to the last
corresponding
Items 2017 2016 period 2015
Results of operations
(RMB’000) Change
Total revenue, gains and
other income 41,324,502 42,492,256 -2.75% 55,285,553
Profit before income tax 12,889,397 11,161,727 15.48% 21,118,869
Profit for the year — attributable
to owners of the Company 8,618,423 8,043,334 7.15% 15,838,851
Net cash flow (used in)/from
operating activities -37,213,456 -19,268,426 N/A  -33,989,522
Other comprehensive income 793,729 281,583 181.88% 695,633
Earnings per share (RMB/share) Change
Basic earnings per share 0.75 0.70 7.14% 1.48
Diluted earnings per share 0.74 0.70 5.71% 48
Index of profitability Change
0.17
Weighted average returns percentage
on net assets (%) 7.56 7.39 point 17.56
As compared
to the end
As at As at of the last As at
31 December 31 December corresponding 31 December
Items 2017 2016 period 2015
Indices of size (RMB'000) Change
Total assets 534,706,333 560,865,846 -4.66% 576,448,892
Total liabilities 405,012,029 438,907,445 -7.72% 459,521,221
Accounts payable to brokerage
clients 83,774,388 104,059,287 -19.49% 129,026,336
Equity attributable to owners
of the Company 117,755,479 110,130,127 6.92% 107,694,545
Total share capital ("000) 11,501,700 11,501,700 — 11,501,700
Net assets per share Change
attributable to owners of
the Company (RMB/share) 10.24 9.58 6.89% 9.36
-2.06
percentage
Gearing ratio (%)" 71.24 73.30 points 73.87

Note 1:

payable to brokerage clients)

HAITONG SECURITIES CO., LTD.
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(I)  Major accounting data and financial indicators over the past five years
1. Profitability
(Unit: RMB*000)

2017 2016 2015 2014 2013
Total revenue, gains and
other income 41,324,502 42,492,256 55,285,553 23,666,866 12,802,734
Total expenses 29,143,592 31,530,964 34,648,129 13,413,806 7,464,926
Profit before income tax 12,889,397 11,161,727 21,118,869 10,420,394 5,454,748
Profit for the year
- attributable to owners
of the Company 8,618,423 8,043,334 15,838,851 7,710,623 4,035,024
2. Assets
(Unit: RMB’000)
31 December 31 December 31 December 31 December 31 December
2017 2016 2015 2014 2013
Total assets 534,706,333 560,865,846 576,448,892 352,622,149 169,123,603
Total liabilities 405,012,029 438,907,445 459,521,221 280,357,946 105,018,445
Accounts payable to
brokerage clients 83,774,388 104,059,287 129,026,336 80,766,843 40,429,567
Equity attributable to owners
of the Company 117,755,479 110,130,127 107,694,545 68,364,431 61,506,991
Share capital 11,501,700 11,501,700 11,501,700 9,584,721 9,584,721
3. Key financial indicators
2017 2016 2015 2014 2013
Dividend per share
Basic earnings per share
(RMB/share) 0.75 0.70 1.48 0.80 0.42
Diluted earnings per share
(RMB/share) 0.74 0.70 1.48 0.80 0.42
Weighted average returns
on net assets (%) 7.56 7.39 17.56 11.88 6.70
Gearing ratio (%)" 71.24 73.30 73.87 73.42 50.19
Net assets per share
attributable to owners
of the Company
(RMB/share) 10.24 9.58 9.36 7.13 6.42

Note 1: Gearing ratio = (total liabilities — accounts payable to brokerage clients)/(total assets —
accounts payable to brokerage clients)
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Profit for the year attributable to owners of the Company
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(v)

Accounting data differences between IFRS and PRC GAAP

The net profits for the year 2017 and 2016 and the net assets as at 31 December 2017 and
31 December 2016 as stated in the consolidated financial statements of the Group prepared in
accordance with PRC GAAP are consistent with those in accordance with IFRS.

Net capital and other risk control indicators of the Company

As at 31 December 2017, the net capital of the Company as calculated in accordance with PRC
GAAP was RMB75,292 million, representing a decrease of RMB3,372 million as compared to
the end of the previous year (RMB78,664 million). During the Reporting Period, all risk control
indicators including net capital of the Company met the regulatory requirements.

31 December 31 December
Items 2017 2016
Net capital(RMB'000) 75,292,211 78,663,534
Net assets(RMB’000) 106,859,158 101,244,982
Risk coverage ratio 249.31% 258.90%
Capital leverage ratio 27.06% 27.64%
Liquidity coverage ratio 188.90% 155.23%
Net stable funding rate 135.49% 131.65%
Net capital/net assets 70.46% 77.70%
Net capital/liabilities 50.16% 52.56%
Net assets/liabilities 71.20% 67.65%
Proprietary equity securities and securities
derivatives/net capital 30.78% 29.66%
Proprietary non-equity securities and derivatives
held/net capital 57.72% 80.98%

Note: Data above are calculated based on the financial information prepared in accordance with PRC GAAP.
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. DESCRIPTIONS OF THE PRINCIPAL BUSINESSES OF THE COMPANY, ITS
OPERATING MODELS AND INDUSTRIES DURING THE REPORTING PERIOD

1.

Principal businesses and operating models of the Company during the Reporting Period

The Company’s principal business lines comprise securities and futures brokerage, investment
banking, proprietary trading, direct investment, asset management, financial leasing and overseas
business.

Securities and futures brokerage refers to the execution of trades of securities and futures by the
Company upon the instruction and order of and for the benefit of customers in consideration
of commissions paid by customers. The Company segments its clients into retail clients,
high-net-worth individuals, corporate clients and financial institutional clients. The Company
provides tailor-made and comprehensive service solutions based on the differentiated needs of
various kinds of customers.

Investment banking refers to the intermediary services provided by the Company to corporate
customers for their shares or bonds issuance to raise long term capital in the equity or debt capital
market, as well as the financial advisory services provided by the Company to corporate customers
in relation to capital structure optimization, industry integration, or business transformation, in
each case in consideration of the agreed service fee paid by customers. The investment banking
business of the Company is further categorized, based on the nature of services, into business
segments of equity financing, debt financing, acquisition financing, National Equities Exchange
and Quotations and structural financing. The Company strives to provide customers with “one
stop” onshore and offshore investment banking services.

Proprietary trading refers to the investment by the Company of its proprietary funds in the
capital market in expectation of receiving investment gains. The proprietary trading business of
the Company may be further categorized into equity investment, fixed-income investment and
alternative investment based on investment targets.

Direct investment refers to investment in the equity interests of non-public companies by the
Company with its proprietary funds in return for investment gains on equity interest disposal
through initial public offering or merger and acquisition deal of the investee companies.

Asset management refers to the management and operation of the customers’ assets by the
Company as the asset manager in accordance with the methods, conditions, requirements and
limitations agreed in the asset management contracts and provision of investment management
services related to securities and other financial products for customers. HT Asset Management
carries out business including targeted business, collective business, specialized business, QDII
business, and innovative business. The principal businesses of HFT Investment and Fullgoal Fund
include management of mutual funds (including QDII), asset management for corporate annuities,
NSSF and specific customers, providing professional fund investment services for investors. The
Company also operates a number of professional private equity (PE) investment platforms, which
provides services including management of industrial investment funds, investment consultation
and promotion and establishment of investment funds.

HAITONG SECURITIES CO., LTD. 23
Annual Report 2017 (H Share)



SECTION Il SUMMARY OF THE COMPANY"S BUSINESS

24

Financial leasing business refers to the delivery of the right to use certain leased properties to the
lessees by the Company as the lessor in return for fees charged against the lessees. Haitong UT
is the main leasing business platform of the Company. Currently, Haitong UT operates in a wide
range of industries, including infrastructure, transportation & logistics, industrials, education,
health care, construction & real estate and the chemical industry. Haitong UT leverages rich
industrial experience and market channels and works with renowned domestic and overseas
equipment manufacturers to provide comprehensive financing solutions and services for
customers’ business growth. In the past two years, Haitong UT has taken the initiatives to explore
the business model of securities firm-affiliated financial leasing, and has launched a diversified
product portfolio which integrates equity investment with debt investment to provide more
innovative structured financing solutions to customers.

Haitong International Securities and Haitong Bank are the major platform that carries out the
overseas business of the Company. The core business of Haitong International Securities covers
corporate financing, brokerage and margin financing, investment management, fixed income,
foreign exchange and commodity, structured investment and financing, cash and stocks as well
as stock derivatives. It provides professional services to global and local corporate customers,
institutional customers and retail customers. Haitong Bank, with a history of over 26 years,
offers extensive investment banking services to corporate and institutional customers around the
world. Its business presence covers Portugal, Brazil, Mexico, Poland and Spain, and it specializes
in securities, research, capital market, merger and acquisition, financial advisory and project
financing.

Development stage and cyclical features of the industry in which the Company operates
during the Reporting Period

In 2017, the stock market in China saw divergent performances as the Shanghai-Shenzhen CSI
300 Index which tracks the performance of Blue Chip companies gained 22% while the Growth
Enterprise Index (GEI) declined 11%. Total trading volume of A shares for the year amounted
to RMB229 trillion (total executed values of buy orders and sell orders), representing a year-on-
year decrease of 11%. As affected by the macro-control policies of “deleveraging, controlling
money supply and restructuring” (X182 - {28 = - #7RE), domestic bond market weakened
further, and the China Bond New Composite Index (net price) fell 4.2% during the year; total
value of direct financing shrank and total value of equity financing amounted to RMB1.6 trillion,
representing a year-on-year decrease of 16%; total value of bond issuance was RMB20.6
trillion, representing a year-on-year decrease of 12%, in which the financial and corporate bond
financing accounted for RMB12.2 trillion, representing a year-on-year decrease of 15%; and ABS
issuance amounted to RMB1.49 trillion, representing a year-on-year increase of 65%. In terms
of the market competition and development trend in the industry, securities firms were eager
to replenish their capital while the overall asset distribution in the industry remained stable, but
large securities firms accounted for an increasing share of total revenue and profit generated in
the industry; revenue from traditional businesses (such as brokerage, proprietary business and
underwriting and sponsoring) represented a lower proportion, and the mapping out strategic
businesses (wealth management, asset management, prime broker and international business)
was accelerated. Along with the progress of deleveraging on the macroeconomic level, and
the increasing demand on the financial services sectors to support the development of the real
economy, the capital market will be presented with new opportunities for development and the
growth prospect of the industry will remain favourable.
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In 2017, the Company continued to adhere to a customer-focus approach. It relied on its
traditional “fee-based” business including brokerage, investment banking and asset management
and continued to develop its “capital-based” intermediary business and investment business as
the new powerhouses, leveraged on innovation and globalization as the driving force, strived
to achieve the development goals of conglomeration, globalization, and informatization. The
Company maintained and consolidated its strategic “first-mover” advantages, progressively
implemented strategic pipeline projects, made solid progress in various fronts and achieved
satisfactory operating results.

SIGNIFICANT CHANGES OF THE COMPANY’S MAJOR ASSETS DURING THE
REPORTING PERIOD

For changes in major assets which accounted for over 5% of the total assets as at the end of the
Reporting Period and range of such change during the Reporting Period exceeding 30%, please see
“Il. (I). 4. Analysis on principal components of consolidated statement of financial position” in Section
IV of this Report for details.

Of which: off-shore assets amounted to RMB148,608,587,501.66, accounting for 27.79 % of the total
assets.

ANALYSIS ON THE COMPANY’S CORE COMPETITIVENESS DURING THE
REPORTING PERIOD

During the course of its operations over the years, the Company has gradually built up its specific core
competitiveness in following six aspects:

1. Solid capital strength

From 2007 to 2017, the Company seized the market opportunities to increase its capital rapidly
through a number of strategic equity financing transactions including A-share and H-share listing
and secondary offering as well as bond issuance. In 2017, the Company further diversified its
financing channels to include corporate bonds, subordinated bonds, ABS, M&A loans, debt
instruments, receivables transfer and refinancing while effectively controlling its financing costs
and diversifying its financing channels, which provided sufficient funds for the Company’s
business development and implementation of strategic projects. Strong capital resources enable
the Company to enjoy first-mover advantages for its transformation and development.
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Outstanding comprehensive financial service platform

In furtherance of the Company’s securities business, the Company kept expanding the scope of
its financial products and services and broadened the scope of financial services through setting
up and acquiring professional subsidiaries. It has developed into a financial service conglomerate
with businesses covering brokerage, investment banking, asset management, private equity
investment, alternative investment and financial leasing. The Company’s brokerage business
boasts a strong customer base; its investment banking business tops the league; the active assets
under management of its asset management business increases steadily; the size and profitability
of its private equity investment business ranks top in the industry; the performance indicators of
its Hong Kong business ranks top among all market players; its financial leasing business enjoys an
industry-leading position; and its research services business enjoys strong market influence. The
integrated financial platform generates strong economies of scale and cross-selling potentiality,
which vigorously supports the business development and enables comprehensive financing
services for customers.

Extensive branch network and strong customer base

As at 31 December 2017, the Company had 331 securities and futures business departments
(including 290 securities business departments and 41 futures business departments), across
30 provinces, municipalities and autonomous regions in the PRC. The Company also established
branches, subsidiaries and representative offices in 14 countries and regions in Asia, Europe,
North America and South America. Leveraging its branch network across China and strategic
international outreach, the Company has built a large and stable customer base. As at 31
December 2017, the Company had over 11.3 million customers at home and aboard.

Market leading international business platform

The Company has acquired and consolidated Haitong International Securities and Haitong Bank,
and has established a branch in the free trade zone in China, which enables the Company to
establish a platform for its international business which is among the best players in the industry
and allows the Company to gain first-mover advantages in the Asian-Pacific region, as well as
access to strategic pipeline projects in Europe and the United States.
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In 2017, the investment banking business of Haitong International Securities continued its leading
position. It ranked first among all the PRC securities firms based in Hong Kong in terms of the
total value of equity financing, and ranked first among all the PRC securities firms based in Hong
Kong in terms of total value of offshore bond issuance. Its securities trading business has made
a successful transformation. The newly launched trading service system provides institutional
customers worldwide with 24-hour comprehensive electronic transactions and the system is a
proprietary intellectual property. The scale of and revenue from its asset management business
continued to increase with a total amount of HK$66 billion assets under its management. At the
same time, Haitong International Securities has further promoted the integration of international
financial resources and achieved good results. After the Indian business integration, it completed
the largest IPO of private enterprises in the recent ten years in India. The follow-up integration
of the US and UK businesses has been initiated, and Haitong International Securities’ overseas
strategic layout has been further optimized.

Haitong Bank is an integral part of the Company’s globalization strategy, specializing in the
local market in Iberia and over 20 years’ experience in the overseas markets. It aimed to support
the cross-border business with communication among China, Europe, South America and Africa,
and will expand Company’s geographic coverage of its business presence, and prepare the
Company for its accelerated globalization. The Company’s FTZ branch is one of the first group of
securities institutions participated in the FTU system of the free trade zone, and is the first PRC
securities firm that completed the cross-border financing project under FT. These market leading,
well-established and multi-jurisdiction international business platforms will help the Company
seize the opportunity for the ever growing increasing cross-border businesses, meet customers’
demands for cross-border business and improve the Company's international influence.
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Prudential operational philosophy, effective compliance risk management and internal
control system

Upholding the compliance and risk management philosophy of “prudence and even
conservativeness”, the Company has navigated through multiple market and business cycles,
regulatory reforms and industry transformations in the past 30 years of operations. Among the
Chinese securities firms established in 1980s, the Company is the only large-scale securities
firm that has been continuously operating under the same brand without state-owned capital
injection or being acquired or restructured. The Company has established a company-wide risk
management system to robustly implement the requirements for overall risk management and to
effectively manage market risks, credit risks, liquidity risks and operational risks. The Company
has also established effective risk isolation mechanism and appropriate precautionary mechanism
across its business lines to prevent potential conflicts of interests. In addition, the Company has
established an independent and centralized internal audit and compliance system to effectively
monitor and supervise the compliance, authenticity, completeness, and effectiveness of its
operations and transactions.

Continuously enhanced science and technology strength

The Company adheres to the guiding principle of “unified management, self-initiation and
controllability, integration of business and leading development” and gives full support in
executing corporate strategies and establishing itself as an iconic PRC investment banks through
unremitting efforts in enhancing the technological capabilities in three areas, namely production
operation, software R&D and technology management. On the one hand, the Company keeps
pace with the development trend of financial technology, moves ahead with strategic initiatives
relating to, among others, financial services cloud, big data and artificial intelligence, and fully
supports the innovative development of businesses. On the other hand, the Company increasingly
improves the self-initiation and controllability of application systems, and is gaining benefits from
the self-development of its own Internet finance system, compliance and risk management, and
data services. Taking Internet finance as an example, after the launch of the industry-leading
PC version of the Securities Exchange System independently developed by the Company in
2017, the "e-HaitongCai” Internet finance platform of the Company now provides connectivity
through mainstream terminals such as mobile phones, PCs and iPads. With the advance of its
independent R&D capabilities, the Company has registered eight software copyrights in such
areas as mobile phone securities system and counter business system, and has applied for the
registration of one invention patent.
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MANAGEMENT DISCUSSION AND ANALYSIS

In 2017, by focusing on the operational targets set at the beginning of the year, the Company
focused on the main theme of supporting the real economy with financial services, seized the market
opportunities, actively responded to challenges, and achieved satisfactory operating results. The
Company maintained a market leading position in various segments of its wider investment banking
business, built up outstanding innovation capability in its bond financing business, and further enhanced
its capability to serve the real economy. The size of the financing business of the Company increased
steadily and ranked top in the industry. The Company enhanced its credit risk management and
maintained high quality credit assets. The Company also strengthened management on the application
of proceeds of financing by the borrowers and other fund users, and actively supported financing
needs that are in line with national industrial policies. The Company promoted its strategy of becoming
a conglomerate, and realized its potentialities continuously, in particular, its direct investment and
financial leasing business entered the “harvest season” and formed unique competitive edge in the
industry and enriched the means to support the real economy. The Company also further promoted
globalization and continued to optimize it overseas strategic layout, in particular Haitong International
Securities further consolidated its market position in Hong Kong and built up its brand; Haitong Bank
gradually entered the normal track of development. The Company also accelerated the information
infrastructure construction and progressively implemented IT development strategy, which substantially
improved the informatization business operations and management. The Company further developed
and enhanced its compliance and risk management system and eliminated the possibility of occurrence
of systematic risks. The Company also actively promoted targeted poverty alleviation as a way of
performing its social responsibilities.

OPERATIONS DURING THE REPORTING PERIOD

As at 31 December 2017, the total assets of the Group amounted to RMB534,706 million and the
net assets of the Group amounted to RMB117,755 million. In 2017, the Group realized revenue of
RMB41,325 million, representing a year-on-year decrease of 2.75%, and net profit attributable to
the parent company amounted to RMB8,618 million, representing a year-on-year increase of 7.15%.
The weighted average return on net assets was 7.56%, representing a year-on-year increase of 0.17
percentage point.

Statement of the Principal Businesses of the Group

Unit: RMB’000

Segment Segment
income expense
Segment movement movement
Segment  Segment profit  ascompared  ascompared  Segment profit margin movement
Item income  expense  margin  tolastyear  tolastyear as compared to last year
Securities and futures brokerage business 13,229,434 9438391 28.66% -11.46% -334%  Decreasing by 5.99 percentage points
Asset management business 2,405,479 1,024,475 57.41% 25.88% 3.75%  Increasing by 9.09 percentage points
Proprietary trading business 755,698 5571438 26.27% -16.35% -19.00% Increasing by 2.41 percentage points
Investment banking business 2,226,619 1,062,633 52.28% 0.32% 4.95%  Decreasing by 2.10 percentage points
Direct investment business 2455674 367611 88.69% 126.93% 35.37%  Increasing by 11.56 percentage points
Financial leasing business 4273218 2,711,021 36.56% 28.24% 22.39%  Increasing by 3.03 percentage points
Overseas business 1877318 7,138,042 14.68% 0.81% 0.51% Increasing by 5.99 percentage points
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0]

Analysis of principal operations

1

Brokerage business

(1)

Retail brokerage business

In 2017, the Company attained a market share of 4.68% in terms of stocks and
funds trading volume, representing an increase of 0.21 percentage point compared
to 2016, and ranked fourth in the industry (ranking sixth in 2016). With 1.33 million
new customers in 2017, the total number of customers reached 10.67 million. As at
the end of the year, the total amount of the customers’ assets reached RMB1,660
billion, representing an increase of 13.4% compared to the end of 2016.

Our Southbound Trading business kept the leading position in the industry. As at
the end of 2017, the Company had opened 116,000 Southbound Trading accounts
in total. The Company achieved a market share of 9.36% in terms of trading
volume, ranking first in the industry.

Changes in terms of trading volume and market share in 2017

The Last
Reporting Corresponding
Period Period
Stocks and funds trading volume
(in RMB 1,000,000 million) 10.74 11.66
Stocks and funds trading volume
market share (%) 4.68 4.47
Market ranking 4 6

Source: Shanghai Stock Exchange, Shenzhen Stock Exchange, internal statistics of the
Company
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Internet finance

The Company intensified the integration of resources and consistently improved the
comprehensive internet financial service development with “e-HaitongCai”("“e/&:&
B ") as its core brand. On one hand, the Company embraced finance technology to
construct an account-focused and intelligence-oriented internet platform. On the
other hand, the Company built a digital operational system, attained breakthroughs
in aspects including precision marketing, client analysis and customized service, and
significantly improved the efficiency in customer service. In addition, the Company
also improved the system of clients and services classification to accomplish
deeper-reaching service differentiation. At the end of the Reporting Period, the
number of active mobile end-users of “e-HaitongCai” were more than 19 million.
According to the data provided by various third-party data service providers
such as Cheetah Data and AppAnnie, the number of active mobile end-users of
“e-HaitongCai” had been standing firmly in top three in the industry. The platform
had earned good reputation and word of mouth within and outside the industry
and also received major awards from various industry media and internet media.

Financing business

In 2017, all financing businesses of the Company maintained steady growth. As
at the end of the Reporting Period, the scale of the financing business reached
RMB161,700 million, ranking second in the industry. During the Reporting Period,
based on the improvement of credit risk management, targeted investment
management, and project review and approval efficiency, the Company reinforced
the tracking and supervision of key projects and clients, strengthened the training
for branches, and realized a robust increase in the scale of the financing business
as well as a progressive optimization of the structure.

Changes in the scale of the financing business of the Company in 2017

The Last
Reporting Corresponding
Period Period
Balance of margin financing and securities
lending business (RMB100 million) 480.33 447 .25
Balance of stock pledge business
(RMB100 million) 1,120.69 948.77
Balance of stock repo transaction
business (RMB100 million) 15.75 10.28
Total (RMB100 million) 1,616.77 1,406.30

Source: Shanghai Stock Exchange, Shenzhen Stock Exchange, internal statistics of the
Company
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4) Research business

The Company’s research business continued to rank among the top in the industry.
In the “Best Analyst” selections in 2017 sponsored by New Fortune Magazine, the
Company'’s research institute ranked third for “Most Influential Research Teams”,
ranked first in respect of strategic research, petrochemicals and non-banking
finance, and ranked among the top five in the industry in respect of 21 industrial
fields.

(5) Futures business

Haitong Futures ranked among the best in its principal markets. In 2017, the market
share in terms of the completed amount of future trades was 9.17%, representing
an increase of 0.74 percentage point, among which it had a market share of 11.2%
at the Shanghai Futures Exchange and ranked first in the industry. The Company
also became one of the first market makers eligible for commodity options on the
Dalian Commodity Exchange and the Zhengzhou Commodity Exchange.

In 2017, the securities and futures brokerage business achieved a total profit of RMB3,791
million, accounting for 29.4% of the total profit of the Group.

Investment banking business

The Company conducted its equity financing business in active response to the call of the
country, further improved its capability to provide services for the real economy. Founded
on strengthening the traditional business types and industry customers, the Company took
the opportunity in the new round of state-owned enterprise reform and enhanced the
expansion in terms of high-tech enterprises as well as new economy and new industries
with core competitiveness. Meanwhile, based on market demands and its strengths, the
Company focused on certain key industries to enhance its specialized service capability,
utilized the synergies of investment banking business platform, and shared client resources
and service resources with all products.

In 2017, the Company completed 31 IPO projects and achieved a total revenue from
underwriting and sponsoring of RMB975 million, ranking second in the market in terms
of both the number of projects and total revenue. The Company also provided financial
advisory services in M&A deals for 20 enterprises, ranking second in the industry.
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Changes in the scale of equity financing business and financial advisory business
of the Company in 2017

The Last
Reporting Corresponding
Period Period
IPO Underwritten Amount 138.14 3.1
(in RMB100 million)
Number of transactions 31 2
Refinancing Underwritten Amount 416.57 1,092.15
(in RMB100 million)
Number of transactions 28 40
Financial advisor  Transaction Amount (in 571.5 918.9
RMB100 million)
Number of transactions 20 16
Source:  Wind Info
Note: Refinancing includes raising supporting funds in M&A deals.

The Company demonstrated innovative strengths in its bond business. The debt financing
business had achieved innovation in nine major aspects including gold price-linked
bonds and green bonds. The Company thus won the first place in the comprehensive
assessment of corporate bond lead underwriters by the National Development and Reform
Commission, and the “Outstanding Underwriting Institution Award” ({855 4§85 ##% £%) and
“Innovative Business Award” (Bl¥73754¥) by the China Central Depository and Clearing
Co., Ltd.

In 2017, the Company’s total underwriting amount of enterprise bonds was RMB26,985
million, ranking first in the market. The Company ranked second in terms of the number
of enterprise bonds. The total underwriting amount of corporate bonds was RMB57,802
million, ranking fourth in the market. The Company ranked third in terms of the number
of corporate bonds.
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Changes in the scale of corporate debt and financing in 2017

The Last

Reporting Corresponding

Period Period

Corporate bonds  Underwritten Amount 578.02 838.33
(RMB100 million)

Number of transactions 94 102

Enterprise bonds  Underwritten Amount 269.85 443.90
(RMB100 million)

Number of transactions 25 35

Others Underwritten Amount 1,123.23 1,147.70
(RMB100 million)

Number of transactions 157 110

Source:  Wind Info
Note: Others include security firm bonds, non-policy related financial bonds, short-term

commercial papers, mid-term notes, private placement notes, asset backed securities and

exchangeable bonds.

In 2017, the investment banking business achieved a total profit of RMB1,164 million,

accounting for 9.0% of the total profit of the Group.

3 Proprietary trading business

The market trend strategy based equity investment segment of the Company achieved
an investment return of RMB622 million by seizing the transaction opportunities in the
market; the market trend strategy based fixed income investment segment of the Company
recorded a revenue of RMB453 million by maintaining reasonable leverage. The Company
actively developed non-trend based investment strategy, including ETF arbitrage, treasury
futures arbitrage, currency market arbitrage, gold lease and interest rate swap and scored

rosy profits.

In 2017, the proprietary trading business achieved a total profit of RMB1,985 million,

accounting for 15.4% of the total profit of the Group.
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Asset Management Business

The asset management business of the Company primarily comprises HT Asset
Management, HFT Investment, Fullgoal Fund and subsidiaries engaging in private equity
funds. As at 31 December 2017, the total assets under the management of the Company
amounted to RMB978,300 million.

(1) HT Asset Management

In 2017, HT Asset Management took the initiative to reduce the scale of channel
business, clarified its strategic development goal, and transformed its business
into active management. Through building up a strong investment and research
team and constantly improving the investment management process, the Company
achieved a relatively rapid growth in income and profit and enhanced operational
soundness in the industry backdrop marked by reducing channel business and
deleveraging. As at the end of 2017, HT Asset Management managed assets with an
amount of RMB327,300 million, steadily increasing the scale of active management,
with the performance of collective products ranking in top 24% compared to similar
products. The table below set out the scale of business and income of HT Asset
Management during the reporting period:

Changes in the business scale of HT Asset Management in 2017

The Reporting Period Last Corresponding Period
Assets under Assets under
management Net Income management Net Income

(RMB100 million) (RMB ten thousand)  (RMB100 million) (RMB ten thousand)

Collective asset

management 513.47 37,789.11 622.17 25,285.33
Targeted asset

management 2,707.36 25,483.36 7,776.52 30,617.53
Specialized asset

management 52.34 228.57 7.62 74.23
Total 320317 63,501.04 8,406.31 55,977.09
Source: internal statistics of the Company
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3)

Fund management companies

HFT Investment continually optimized its product distribution, seized opportunities
in the public FOF products, bonds ETF products, monetary products and fixed-term
open debt products, among others, and further expanded its existing products.
It also enriched the pension product line, strengthened client account expansion,
and increased the scale of management. As at the end of 2017, the assets under
the management of HFT Investment amounted to RMB204,900 million, of which
public funds accounted for RMB50,800 million, representing an increase of 14.4%
compared to the beginning of the year.

In 2017, products of Fullgoal Fund overall recorded an outstanding performance,
in particular the equity investment products. In respect of the product distribution,
through enriching and improving its product line, Fullgoal Fund further established
its competitive strengths in three major aspects of traditional businesses, namely
active equity investment, fixed income investment and quantitative investment,
further expanding its diversified customer base. As at the end of 2017, the assets
under management of Fullgoal Fund amounted to RMB428,500 million.

Private investment fund business

The private investment fund business of the Company gradually yielded profits. As
at the end of 2017, the number of PE funds managed by the Company reached 34,
while the total assets under management reached RMB 17,600 million. During the
Reporting Period, 12 enterprises invested by the funds completed IPO.

In 2017, the asset management business achieved a total profit of RMB1,381 million,
accounting for 10.7% of the total profit of the Group.
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Direct investment business

In 2017, the contribution of the direct investment business to the Company further
increased. In terms of investment return, the Company exited from 16 investment projects,
of which, eight were complete exits and the remaining eight were partial exits. The
Company seized the opportunity to proactively promote the listing application and NEEQ
listing of the invested enterprises. With its strengthened post-project management, in the
Reporting Period, five newly invested enterprises completed IPO. In 2017, Haitong Capital
ranked among top ten of “2017 Best 10 Private Equity Investment Institutions in China”
and “Top 10 Securities Houses for Direct Investment” organized by Zero2IPO Group, with
high positions in both rankings.

In 2017, the asset management business achieved a total profit of RMB2,178 million, accounting
for 16.9% of the total profit of the Group.

Financial leasing business

In 2017, Haitong UT continued to implement a customer strategy to develop a balanced
customer base. While it proactively develop large- and medium-sized enterprise customers
and take on large projects, it also strategically promote businesses with micro- and
small-sized enterprise and retail customers, which possess significant growth potentials.
Meanwhile, Haitong UT proactively got involved in emerging areas and transformation.
Guided by the industrial and economic polices such as the supply-side structural reform
promoted by the PRC government, Internet Plus and green economy, the Company
established its strategic direction and business plan, focusing on fields such as transport
and logistics, IDC big data, high-end intelligent manufacturing, smart city, TMT, public-
private partnership with the government and inclusive healthcare.

The credit rating in China of Haitong UT was upgraded to AAA in 2017. Having reasonably
controlled liquidity risks, it lowered its cost of funding by proactively expanding financing
channels, adjusting financing structures and financing period. Through optimizing
the credit approval system, strengthening the asset quality monitoring, improving
the due diligence quality and extending the coverage of client visits after leasing, the
non-performing ratio was controlled at a low level.

In 2017, the financial leasing business achieved a total profit of RMB1,562 million,
accounting for 12.1% of the total profit of the Group.

HAITONG SECURITIES CO., LTD. 37
Annual Report 2017 (H Share)



SECTION IV REPORT OF THE BOARD OF DIRECTORS

Administrative RMB-676 million, -6.1%
department and others, /

RMB1,251 million, 9.7%

Direct investment business,
RMB2,178 million, 16.9%
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7 Overseas business

After nearly ten years of nurturing and development, the Company had initially established
its business network in 14 countries and regions globally. Leveraging on the rapid
development of Haitong International Securities in Hong Kong, the international strategic
preparation was gradually turning into strategic strengths for the Company.

The investment banking segment of Haitong International Securities maintained its leading
position, with the amount of equity financing ranking first among the PRC investment
banks in Hong Kong, and the number of offshore bonds underwritten by it ranking first
among all the investment banks in Hong Kong. Its trading business achieved successful
transformation, and a new programmed trading service system was officially launched,
which can provide a 24-hour comprehensive online transactions services to its global
institutional clients with proprietary intellectual property rights. Its size of the assets
under management and the revenue increased continuously. The amount of assets under
management reached HKD66.0 billion.

The Company further promoted the integration of international financial resources.
It completed the largest private enterprise IPO in Indian in the past 10 years after its
integration of Indian business. The subsequent integration of the US and UK businesses
has begun, and the Company’s overseas strategic layout will be further optimized.
Haitong Bank straightened out the corporate governance structure after nearly two years’
cooperation, integration and consolidation, and gradually shifted to normal development
track; it gradually restored its development capability through business restructuring.

In 2017, the overseas business achieved a total profit of RMB1,156 million, accounting
for 9.0% of the total profit of the Group.

The percentage of segment profit in 2017 The percentage of segment profit in 2016
Financing lease business, Securities and futures Overseas business, Financing lease business,
RMB1,562 million, 12.1% brok s RMB679 million, 6.1%  RMB1,117 million, 10.0%  Sccuities and futures

brokerage business,

Overseas business, RMB3,791 million, 29.4% Administrative RMBS,177 million, 46.4%

RMB1,156 million, 9.0% department and others,

[P Direct investment business,
RMB835 million, 7.5%
banking business,
RMB1,164 million, 9.0% Proprietary trading business,
RMB2,155 million, 19.3%

Asset management business,
RMB1,381 million, 10.7%

Investment
’ N banking business,
Asset management business, RMB1,207 million, 10.8%
RMB923 million, 8.3%

Proprietary trading business,
RMB1,985 million, 15.4%

Note: the percentages are calculated by the total profit from segment share of the profit before
income tax after elimination.
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1. Details of principal items in the consolidated statement of profit or loss

(1)

Total revenue, gains and other income

In 2017, the total revenue, gains and other income realized by the Group amounted to
RMB41,325 million, representing a year-on-year decrease of RMB1,168 million or 2.75%,
mainly because the trading volume and the revenue from the brokerage business recorded
a year-on-year decrease due to the volatility in the securities market, of which:

J Commission and fee income amounted to RMB11,225 million, accounting for
27.16% of the total revenue, gains and other income and representing a decrease
of 11.69% as compared to the corresponding period of last year, mainly due to
the substantial fluctuation in the market, and the decrease in trading volume and
fee income of the brokerage business;

] Interest income amounted to RMB15,124 million, accounting for 36.60% of the
total revenue, gains and other income and representing a decrease of 6.53% as
compared to the corresponding period of last year, mainly due to the influence
of the market, the decrease of customers’ funds and the decrease in advances to
customers on margin financing;

° Net investment gains amounted to RMB9,328 million, accounting for 22.57% of
the total revenue, gains and other income and representing an increase of 52.71%
as compared to the corresponding period of last year, mainly due to the increase
in income from financial assets disposal,

° Other income and gains amounted to RMB5,647 million, accounting for 13.67% of
the total revenue, gains and other income and representing a decrease of 24.62%
as compared to the corresponding period of last year, mainly due to the decrease
in the sales revenue of the Company’s subsidiaries.

The composition of the Group's total revenue, gains and other income during the
Reporting Period is as follows:

Unit: RMB’000

January - December 2017 January - December 2016 Increase/Decrease
Item Amount  Composition Amount  Composition Amount  Composition
Commission and fee income 11,225,083 27.16% 12,711,293 29.91% -1,486,210 -11.69%
Interest income 15,124,317 36.60% 16,180,548 38.08%  -1,056,231 -6.53%
Net investment gains 9,327,622 2.57% 6,107,923 14.37% 3,219,699 52.71%
Other income and gains 5,647,480 13.67% 7,492,492 17.64% 1,845,012 -24.62%
Total revenue, gains and other income 41,324,502 100.00% 42,492,256 100.00% -1,167,754 -2.75%
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(2) Total expenses

In 2017, total expense of the Group amounted to RMB29,144 million, representing a
decrease of 7.57% as compared to the corresponding period of last year, which was
mainly due to the decrease in interest expense, brokerage transaction fees and other
service expenses, and other expenses, of which:

J The interest expenses amounted to RMB11,458 million, representing a decrease
of 7.15% as compared to the corresponding period of last year, which was mainly
because the Group timely reduced the size of financial assets sold under repurchase
agreements and the accounts payable to brokerage clients decreased in light of the
changes of conditions due to the fluctuation in the market;

J The brokerage transaction fees and other service expenses amounted to RMB981
million, representing a decrease of 5.36% as compared to the corresponding period
of last year, which was mainly due to the corresponding decrease in fees and other
expenses resulting from the decrease in the trading volume in the securities market;

J Other expenses mainly comprised operating expenditure, other operating expenses,
as well as impairment losses of assets, etc. Other expenses for the Reporting Period
amounted to RMB9,131 million, representing a decrease of 16.20% as compared
to the corresponding period of last year, which was mainly due to the decrease in
cost of sales of subsidiaries.
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The components of the total expenses of the Group in 2017 are shown as below:

Unit: RMB’000

Increase/Decrease

Total expenses 2017 2016 Amount Percentage
Staff costs 6,400,066 6,168,040 232,026 3.76%
Interest expenses 11,458,392 12,340,937 -882,545 -7.15%
Brokerage transaction fees

and other services expenses 980,583 1,036,089 -55,506 -5.36%
Commission to account executives 688,301 710,195 -21,894 -3.08%
Depreciation and amortization 485,337 379,089 106,248 28.03%
Other expenses 9,130,913 10,896,614 -1,765,701 -16.20%
Total 29,143,592 31,530,964 -2,387,372 -71.57%

Public welfare contributions

During 2017, the Group contributed RMB9,877 thousand in total in public welfare areas including
environmental protection, disaster relief donations, education subsidies and charity donations.

Breakdown of public welfare contributions for 2017

Unit: RMB’000

Item Amount during the period
Charity donations 9,877
Total 9,877
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3. Cash flow

In 2017, the Group's net cash and cash equivalents increased by RMB 1,654 million, in which:

(1) the net cash used in operating activities was RMB37,213 million, which was mainly due
to the cash outflow of RMB53,582 million caused by the change in the Group's operating
capital. The decrease in the working capital of the Group was mainly attributable to:

o an operating cash outflow of RMB12,191 million due to the increase in financial
assets held under resale agreements, and an operating cash outflow of RMB10,686
million; due to the decrease in financial assets sold under repurchase agreements;

J an operating cash outflow of RMB19,821 million due to the net decrease in financial
instruments at fair value through profit or loss caused,;

J an operating cash outflow of RMB7,374 million due to business expansion of
Haitong UT.

(2) Net cash from investing activities was RMB34,894 million, which was mainly due to the
decrease in available-for-sale investments and other loans and receivables.

(3) Net cash from financing activities was RMB3,973 million, which was mainly due to the
net cash inflow of RMB6,839 million from the Group's borrowings and issuance of bonds
and the payment of dividends of RMB2,894 million.

4. Analysis on principal components of consolidated statement of financial position

As at the end of 2017, the total assets and the liabilities of the Group amounted to RMB534,706
million and RMB405,012 million, representing a decrease of 4.66% and 7.72% compared
with those at the beginning of the year, respectively. Among the current assets, bank balances
and cash and clearing settlement funds of the Group represented 20.07% of its total assets;
financial assets at fair value through profit or loss, derivative financial assets, available-for-sale
investments, other loans and receivables represented 24.72% of its total assets; advances to
customers on margin financing represented 11.51% of its total assets; financial assets held
under resale agreements represented 14.09% of its total assets; while property and equipment
represented 0.54% of its total assets only. The Group maintained reasonable asset structure
and adequate liquidity.
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The following table sets forth the principal components of the Group’s consolidated statements

of financial position:

Unit: RMB’000

2017 2016 Increase/Decrease
31 December  Composition 31 December  Composition Amount Percentage
Non-current assets 111,531,177 119,564,897 -8,033,720 -6.72%
Of which: Finance lease receivables 22,212,628 4.15% 22,035,884 3.93% 176,744 0.80%
Available-for-sale
investments 31,725,358 5.93% 45,269,933 8.07%  -13,544,575 -29.92%
Other loans and receivables 8,098,697 1.51% 5,684,365 1.01% 2,414,332 42.47%
Investments accounted for
using equity method 10,062,370 1.88% 8,749,592 1.56% 1,312,778 15.00%
Financial assets held under
resale agreements 21,204,776 3.97% 20,922,862 3.73% 281,914 1.35%
Property and equipment 2,862,370 0.54% 1,615,839 0.29% 1,246,531 77.14%
Loans and advances 4,086,897 0.76% 5,141,634 0.92% -1,054,737 -20.51%
Goodwill 3,863,520 0.72% 4,118,734 0.73% -255,214 -6.20%
Current assets 423,175,156 441,300,949 -18,125,793 -4.11%
Of which: Bank balances and cash 99,358,329 18.58% 119,217,791 21.26%  -19,859,462 -16.66%
Clearing settlement funds 7,982,729 1.49% 12,191,899 2.17% -4,209,170 -34.52%
Financial assets at fair value
through profit or loss 98,904,357 18.50% 92,347,494 16.47% 6,556,863 7.10%
Advances to customers on
margin financing 61,560,953 11.51% 63,212,920 11.27% -1,651,967 -2.61%
Accounts receivable 7,442,000 1.39% 6,929,537 1.24% 512,463 7.40%
Financial assets held under
resale agreements 75,345,093 14.09% 63,600,363 11.34% 11,744,730 18.47%
Finance lease receivables 21,323,548 3.99% 14,519,336 2.59% 6,804,212 46.86%
Available-for-sale investments 9,503,398 1.78% 12,758,905 2.27% -3,255,507 -25.52%
Deposits with exchanges 7,180,974 1.34% 7,359,343 1.31% -178,369 -2.42%
Derivative financial assets 2,610,612 0.49% 3,935,071 0.70% -1,324,459 -33.66%
Other loans and receivables 21,147,878 3.96% 32,787,054 585%  -11,639,176 -35.50%
Total assets 534,706,333 560,865,846 -26,159,513 -4.66%
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2017 2016 Increase/Decrease
31 December  Composition 31 December  Composition Amount Percentage
Current liabilities 259,410,417 295,705,387 -36,294,970 -12.27%
Of which: Accounts payable to
brokerage clients 83,774,388 20.68% 104,059,287 23.71%  -20,284,899 -19.49%
Financial assets sold under
repurchase agreements 32,645,727 8.06% 43,638,525 9.94%  -10,992,798 -25.19%
Borrowings 45,511,447 11.24% 46,659,113 10.63% -1,147,666 -2.46%
Placements from banks and
other financial institutions 5,450,000 1.35% 3,210,521 0.73% 2,239,479 69.75%
Financial liabilities at fair
value through profit or loss 20,031,099 4.95% 38,063,861 8.67%  -18,032,762 -47.38%
Derivative financial liabilities 3,495,454 0.86% 2,594,009 0.59% 901,445 34.75%
Other payables and accruals 17,457,987 431% 19,866,992 4.53% -2,409,005 -12.13%
Short-term financing bills
payables 29,426,762 1.21% 19,864,117 4.53% 9,562,645 48.14%
Customer accounts 3,750,621 0.93% 4,757,573 1.08% -1,006,952 -21.17%
Tax liabilities 2,198,613 0.54% 1,748 846 0.40% 449,767 25.72%
Bonds payable 14,739,105 3.64% 11,103,335 2.53% 3,635,770 32.74%
Net current assets 163,764,739 145,595,562 18,169,177 12.48%
Non-current liabilities 145,601,612 143,202,058 2,399,554 1.68%
Of which: Bonds payable 115,419,164 28.50% 117,191,857 26.70% -1,772,693 -1.51%
Long-term borrowings 15,810,543 3.90% 14,489,442 3.30% 1,321,101 9.12%
Financial assets sold under
repurchase agreements 400,000 0.10% 93,202 0.02% 306,798 329.18%
Financial liabilities at fair
value through profit or loss 712,400 0.18% 575,770 0.13% 136,630 23.73%
Placements from banks and
other financial institutions 6,361,639 1.57% 5,598,941 1.28% 762,698 13.62%
Total liabilities 405,012,029 438,907,445 -33,895,416 -1.72%
Total equity 129,694,304 121,958,401 7,735,903 6.34%
bl Percentages for assets and liabilities refer to the share of the total assets and the share of the total

liabilities respectively
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Non-current assets

As at the end of 2017, the Group’s non-current assets amounted to RMB111,531 million,
representing a decrease of 6.72% as compared with the beginning of the year, mainly due to
the significant fluctuation in the securities market in 2017. The Group timely decreased fixed
income products and other available-for-sale investments.

Current assets and liabilities

As at the end of 2017, the net current assets of the Group amounted to RMB163,765 million,
representing an increase of RMB18,169 million, or 12.48%, as compared with RMB145,596
million at the beginning of the year, mainly because the Company adjusted its asset and liability
structure in a timely manner amid the backdrop of financial de-leveraging. Its current assets and
liabilities decreased. However, the net current assets maintained a certain degree of growth.

The decrease in the current assets of the Group was mainly due to the continuous substantial
fluctuation in the market in 2017 and the decrease in the trading volume, which led to the capital
outflow from the stock market and securities companies and the decrease in bank balances and
cash and clearing settlement funds as compared with the previous year.

The decrease in the current liabilities of the Group was mainly due to the fluctuation in the
securities market in 2017 and the decrease in accounts payable to brokerage clients; the
moderate decrease in the scale of financial assets sold under repurchase agreements in light of
the market conditions; and the decrease in financial liabilities at fair value through profit or loss
caused by influence of the market.

Non-current liabilities

The increase in the non-current liabilities of the Group was mainly due to the increase in the
Group’s placements from banks and other financial institutions and the long-term borrowings
from Haitong UT Capital.
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Borrowings and bond financing

As at 31 December 2017, the total borrowings and bond financing of the Group amounted to
RMB220,907 million. Set out below is the breakdown of borrowings and bond financing of the
Group at the end of 2017:

Unit: RMB'000
31 December 31 December

2017 2016
Bonds payable 130,158,269 128,295,192
Borrowings 61,321,990 61,148,555
Short-term financing bills payables 29,426,762 19,864,117
Total 220,907,021 209,307,864

For the information of interest rate and maturities of borrowings and bonds financing, please
refer to Note 44, 45 and 55 to the Consolidated Financial Statements of this Report.

As at 31 December 2017, the Group’s borrowings, short-term financing bills payables and bonds
payable within one year amounted to RMB89,677 million, and the Group’s net current assets,
net of liabilities such as bonds payable, borrowings and short-term financing bills payables within
one year, amounted to RMB163,765 million. Therefore, the liquidity risk exposure of the Group
was immaterial.

Save as the liabilities disclosed in this Report, as at 31 December 2017, the Group had no
outstanding mortgage, charges, bonds, other debt capital, liabilities under acceptance or other
similar indebtedness, lease purchase and finance lease commitment, guarantee or other material
contingent liabilities.
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Research and development expenditure

To promote innovation in securities business, adapt to new transaction types and demand of
customers, and enhance the operating efficiency and management effectiveness, the Company
invested RMB86,978 thousand in the software and hardware of the information management
system by way of self-development and commissioned development.

Analysis of operations in the industry

Please refer to relevant contents of Section Il and Section IV in this Report for details.

Analysis on investments
1. Overall analysis on external equity investments

As at the end of the Reporting Period, the Group'’s long-term equity investments amounted
to RMB10,062 million, representing an increase of RMB1,312 million, or 14.99%, as
compared with RMB8,750 million at the end of the previous year, mainly due to the
increase of investments in the subsidiaries of Haitong International Holdings. For long-term
equity investment, please refer to Notes 23 to the Consolidated Financial Statements of
this Report.

(1) Material equity investments

Unit: RMB’000

Changes in

Carrying Profit and equity of

Shareholding value as at loss during owners during

in the the end of the Reporting the Reporting

Name company the period Period Period
Fullgoal Fund Management

Co., Ltd. 27.775% 790,027 201,664 -1,721

Notes: 1. Profit and loss during the Reporting Period refers to the effects on consolidated
net profit of the Company during the Reporting Period caused by this investment.

2. Changes in equity of owners during the Reporting Period do not include the
effects of profit or loss during the Reporting Period.
(2)  Material non-equity investments

The Group had no material non-equity investments during the Reporting Period.

(3)  Financial assets at fair value

The financial assets at fair value of the Group mainly consist of financial assets at
fair value through profit or loss of RMB99,857 million, available-for-sale investments
of RMB41,229 million, and derivative financial instruments of RMB-885 million.
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(IV) Analysis on principal holding companies or joint-stock companies

1.

HFT Investment, with a registered capital of RMB300 million, in which Haitong Securities
owned 51% equity interests. As at 31 December 2017, HFT Investment had total assets
of RMB1,693 million, net assets of RMB1,158 million. In 2017, it recorded an operating
income of RMB803 million, with a net profit of RMB255 million.

Fullgoal Fund, with a registered capital of RMB300 million, in which Haitong Securities
owned 27.775% equity interests. As at 31 December 2017, Fullgoal Fund had total assets
of RMB4,228 million, net assets of RMB2,844 million. In 2017, it recorded an operating
income of RMB2,368 million, with a net profit of RMB726 million.

Haitong-Fortis PE, with a registered capital of RMB100 million, in which Haitong Securities
owned 67% equity interests. As at 31 December 2017, Haitong-Fortis PE had total assets
of RMB256 million, net assets of RMB199 million. In 2017, it recorded an operating income
of RMB167 million, with a net profit of RMB72 million.

Haitong Futures, with a registered capital of RMB 1,300 million, in which Haitong Securities
owned 66.667% equity interests. As at 31 December 2017, Haitong Futures had total
assets of RMB20,748 million, net assets of RMB2,723 million. In 2017, it recorded an
operating income of RMB5,171 million, with a net profit of RMB335 million.

Haitong International Holdings, with a registered capital of HKD8,850 million, in which
Haitong Securities owned 100% equity interests. As at 31 December 2017, Haitong
International Holdings had total assets of HKD252,005 million, net assets attributable to
parent company of HKD12,566 million. In 2017, it recorded an income of HKD14,599
million, with a net profit of HKD2,110 million.

Haitong Capital, with a registered capital of RMB10,650 million, in which Haitong
Securities owned 100% equity interests. As at 31 December 2017, Haitong Capital
had total assets of RMB18,454 million, net assets attributable to parent company of
RMB 14,387 million. In 2017, it recorded an operating income of RMB2,664 million, with
a net profit of RMB1,839 million.

Haitong Innovation Securities, with a registered capital of RMB3,500 million, in which
Haitong Securities owned 100% equity interests. As at 31 December 2017, Haitong
Innovation Securities had total assets of RMB5,123 million, net assets of RMB4,918 million.
In 2017, it recorded an operating income of RMB505 million, with a net profit of RMB352
million.
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HT Asset Management, with a registered capital of RMB2,200 million, in which Haitong
Securities owned 100% equity interests. As at 31 December 2017, HT Asset Management
had total assets of RMB5,093 million, net assets of RMB3,632 million. In 2017, it recorded
an operating income of RMB749 million, with a net profit of RMB378 million.

Shanghai Weitai Properties, with a registered capital of RMB10 million, in which Haitong
Securities owned 100% equity interests. As at 31 December 2017, Shanghai Weitai
Properties had total assets of RMB128 million, net assets of RMB10 million. In 2017, it
recorded an operating income of RMB17 million, with a net profit of RMB206.5 thousand.

(V)  Structured entities controlled by the Company

1.

Establishment of special purpose entities controlled by the Company during the
Reporting Period

In July 2017, Haitong UT incorporated five special purpose entities registered in Ireland
through Haitong UT Leasing Irish Holding Corporation Limited, namely Haitong Unitrust
No. 2 Limited, Haitong Unitrust No. 3 Limited, Haitong Unitrust No. 4 Limited, Haitong
Unitrust No. 5 Limited and Haitong Unitrust No. 6 Limited, for the purpose of commence
aircraft leasing related business, mainly including aircraft purchase, sale, leasing and
subleasing services. The five abovementioned special purpose entities are all wholly-owned
by Haitong UT Leasing Irish Holding Corporation Limited and established on 3 July 2017,
with registered capital of USD1.00 and registered address in Ireland.

Structured entities or operating entities which were controlled through entrusted
operations

The Company has determined to include 22 structured entities (which are managed by the
Company’s subsidiaries) in its consolidated financial statements, considering the variable
returns to which the companies in the consolidated financial statement are entitled and
the risks to which they are exposed from such structured entities.
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(v

The impact of the implementation of New Standards of Financial Instruments on the
financial situation and operation results of the Group

In 2017, the Ministry of Finance of the PRC (the “the Ministry of Finance”) has successively
revised some accounting standards for enterprises, which mainly include: Accounting Standards
for Business Enterprises No. 22 — Recognition and Measurement of Financial Instruments;
Accounting Standards for Business Enterprises No. 23 — Transfer of Financial Assets; Accounting
Standards for Business Enterprises No. 24 — Hedge Accounting; Accounting Standards for Business
Enterprises No. 37 — Presentation of Financial Instruments (the “New Standards of Financial
Instruments”). Pursuant to the regulations of the Ministry of Finance, the Group has implemented
the above New Standards from January 1, 2018.

The main impacts of implementing the above New Standards of Financial Instruments on
accounting and related presentations include: classifying and measuring the Group's financial
assets according to the new standards, including making necessary adjustments to valuation
methods, performing the impairment test on related financial assets by the Expected Loss
Approach and re-measuring the carrying value, adjusting other comprehensive income and
retained earnings at the beginning of the period accordingly. Based on the positions of the
Group's financial assets held at the end of the year and the calculation of the above mentioned
changes, the changes in the classification, measurement, and impairment methods of financial
assets are expected to widely affect the financial statements of the Group but have no significant
impact on the Group’s total assets and net assets.
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(Vil) Others

1.

Establishment and disposal of the business departments, branches and subsidiaries
of the Company during the Reporting Period

During the Reporting Period, the Company did not establish or open any new securities
business departments, and as at the end of the Reporting Period, the Company had 27
securities branches and 290 securities business departments (please refer to Appendix Il
of this Report for details).

Explanation on account standardization

The Company has completed the work of account clean-up in April 2008 and was
awarded with the title of “Advanced Group for Account Clean-up” by the CSRC. During
the Reporting Period, the Company has further strengthened the management on
newly-opened accounts, and effectively avoided the setting up of non-standard accounts
by standardizing the processes and enhancing supervision, review and etc. The Company
also made further clean-up to the unqualified accounts, small-amount-dormant accounts
and dormant accounts without risk management which have been reserved separately.
During the Reporting Period, the Company has totally cleaned up 94 unqualified capital
accounts (including 54 unqualified cash-only accounts), 1,885 small-amount-dormant
capital accounts (including 215 cash-only small-amount-dormant accounts), and 210
dormant accounts without risk management. As at 31 December 2017, the Company still
had 26,018 unqualified capital accounts (including 22,977 unqualified cash-only capital
accounts), 1,542,293 small-amount-dormant capital accounts (including 445,438 cash
only small-amount-dormant capital accounts) and 97,777 dormant accounts without risk
management.

Development of innovative business

Adhering to promoting transformation by innovation, the Company achieved various
business innovation:

(1) The Company actively implemented and promoted the innovations advocated by
the regulatory authorities. The Company is among the first batch of securities
companies eligible as a lead underwriter under the “Bond Connect” scheme.
HFT Investment, a subsidiary of the Company, is among the first group of fund
management companies receiving the Fund of Funds (FOF) approval and the
product offered by it is the only stock-oriented FOF among the approved FOFs. It
also won multiple awards including the “Best Product Innovation Award of China’s
Fund Industry in the Past 20 Years — Best Alternative Product Portfolio Innovation
Award"” awarded by the newspaper “China Fund”. Haitong Futures and Haitong
Resource are among the first group of companies eligible for operating the business
of soybean meal options on the Dalian Commodity Exchange and the sugar options
on the Zhengzhou Commodity Exchange.
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(2)  The Company continuously accelerated independent innovation to provide innovative
business solutions to customers. With outstanding innovation ability in bond
financing business, the Company successfully completed design and underwriting
of the first gold price-linked bond and the first coal price-linked bond, and the
underwriting of the first PPP-backed ABS product of the Ministry of Finance, the
first asset securitization for off-balance-sheet of green receivables and the first
innovation and entrepreneurship financial bond. The Company won the first place
in overall evaluation on lead underwriters of corporate bonds organized by NDRC
and the “Excellent Underwriting Institution Prize” and the “Innovation Business
Prize” issued by China Central Depository and Clearing Co. Ltd.

(3)  The Company's innovative business maintained at the forefront of the industry.
The scale of corporate customer financing business ranked top in the industry; the
issuance number and scale of the over-the-counter market products are leading in
the industry. The percentage of revenues from the innovative business increased
constantly on a year-on-year base.

DISCUSSION AND ANALYSIS ON THE FUTURE DEVELOPMENT OF THE
COMPANY

U

Industry layout and trend

Given the long term trend of transformation from an indirect financing oriented system to a
more direct financing oriented system and the increasing demand for cross-border investment
and financing, as Chinese economy is shifting from fast growth to high-quality development,
the enterprise assets and individual wealth accumulated by enterprises and individuals during the
rapid economic growth will provide huge potentiality for the development of the capital market
and the securities firms as well, and the Company’s business segments including the general
investment banking, asset management, private equity investments, alternative investments
and cross-border business will benefit for the promising opportunities for development. On the
other hand, driven by the continuous regulatory scrutiny, rapid development of fin-tech and
the lowering of market entry barriers for the industry, the fundamentals for profit generation
in the securities industry will undergo profound changes, and the room for development of
the securities industry will be suppressed in the short term coupled with more fierce market
competition. The development of the securities industry is expected to witness the following
trends: further opening up and liberalization of the capital market enabling two-way and free
cross-border capital flow will further enhance the international and globalized development of
the industry; industry integration will accelerate, resulting an increased market concentration and
more intense competition among industry leaders and differentiation of operations in terms of
businesses and services, capital drives, integration, products and fintech; the profit generating
mode heavily relied upon operating licences and regulatory will phase out, and capital, customer
base and professional services capability will be the essence to enhance; asset allocation in
the industry will remain stable and operating profits will mainly flow to large securities firms;
the percentage of revenue from traditional businesses will decline and the layout of strategic
businesses will speed up.
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Development strategy of the Company

In the context of transformation, the Company’s overall development strategy is as follows:
adhering to customer focus, taking intermediary businesses such as brokerage, investment
banking and asset management as core businesses, developing capital intermediary business and
investment/leasing business as the wings, drawing upon innovation and internationalization as the
driving force, reinforcing four “pillars” including research, talent, IT and risk management and
compliance. Meanwhile, the Company will enhance its capability building in five aspects including
capital and investment management, assets and wealth management, investment banking
underwriting and sales pricing, institutional brokerage and sales transaction and online securities
services in order to build the Company into a domestic leading and globally influential Chinese
benchmark investment bank centered on online securities, wealth management securities, SME
securities and institutional securities.

Business plan of the Company

In 2018, the Company will, under the guidance of overall strategy, adhere to prudent operations,
focus on main development line, enhance business collaboration, deeply explore comprehensive
business demands of customers in such business lines as brokerage, investment banking,
financing and direct investment, and improve the individual customers’ magnitude of value; make
up weaknesses and look for a breakthrough in asset management and wealth management;
steadily promote subsidiaries’ development and further improve subsidiaries’ profit contribution;
thoroughly promote integration of international resources; and constantly improve the Company's
IT management, human resources management, compliance and risk management, financial and
asset-liability management, so as to enhance the Company’s comprehensive competitiveness in an
all-round way while promoting the Company’s transformation from rapid growth to high-quality
development.

The Company will focus on the following works: tap deeply into the potential in brokerage
business; continue to expand the scale of investment banking business; constantly improve
profitability in leasing business, ramp up the development foundation of PE business, and
increase support to and management for subsidiaries; strive for international development;
comprehensively enhance basic management; improve asset-liability management ability;
strengthen our efforts to develop research-driven business; and step up building our “soft
culture” and “hard system”.
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(v)

Potential Risks and Prevention Measures

1.

Risks exposed to the Company in operating activities and measures taken by the
Company

The risks faced by the Company in business operation activities mainly include: credit risk,
market risk, operational risk, liquidity risk and reputation risk, which are mainly represented
in the following aspects:

(1)

Credit risk

Credit risk refers to the potential loss suffered by the Company due to its financing
customers, counterparties or issuers of securities held by it failing to perform their
contractual obligations or the loss suffered by the Company due to the deterioration
of the credit qualities of the third parties whose securities are held by the Company.
Credit risk has certain correlation with market risk. The credit risk exposure of the
Company on possession and trading of certain financial products also changes while
the market fluctuates. As such, the Company has adopted necessary monitoring
and preventive measures in respect of market fluctuations, so as to effectively
manage credit risk.

Credit risk faced by the Company mainly relates to the failure to perform duties
by customers and counterparties in the course of business such as self-owned
monetary funds deposited in other financial institutions, transaction settlements
from customers in trading of securities on behalf of customers, provision of margin
financing and securities lending services and stock repo and stock pledged repo
transaction services to customers, bond investment and derivative transactions.

The Company’s monetary funds are mainly deposited in state-owned commercial
banks or joint-stock commercial banks with good reputation, and the clearing
settlement funds are deposited in the China Securities Depository and Clearing
Corporation Limited, therefore, its cash and cash equivalents are facing a relatively
low credit risk. In terms of securities brokerage business, trading is settled
under gross margining for the sake of credit risk avoidance. In terms of margin
financing and securities lending business, stock repo transaction and stock pledged
repo business, credit risk involved in the business are controlled through the
establishment and enforcement of various strict systems and measures in such
areas as due diligence, credit assessment, credit approval, daily mark-to-market,
mandatory liquidation of positions and judicial recourse. The Company emphasizes
diversified investment in respect of credit type fixed income securities, with its
existing investments comprised mainly of high credit rating products, and kept
a close track of the operating conditions and credit rating changes of investees.
Therefore, credit risks associated with the investment subjects are well under
control. In terms of over-the-counter derivatives business, the Company established
a sound regulation system covering customer access, subject securities management,
counterparty credit management and risk handling procedure; and conducted daily
mark-to-market evaluation throughout the term of each over-the-counter derivative
trade, and adopted robust pre-warning, stoploss policy and other measures in order
to manage credit risk.
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In addition to the aforesaid risk factors, several subsidiaries of the Group are also
exposed to credit risk when carrying out financing business, investment business,
leasing business, over-the-counter derivatives business and other businesses. Based
on the Company’s unified risk preference, relevant subsidiaries have worked out
systems, measures and procedures for credit risk control based on their business
features, set risk limits according to credit risk exposure, and implemented them
after the examination and approval of the Company. According to the Group's
overall planning for comprehensive risk management, the Company gradually
enhanced and improved credit risk management of the Group from such aspects
as system building, limit system, monitoring mechanism, information system and
risk report.

Market risk

Market risk mainly refers to the risk of loss of its self-owned funds investment due
to adverse changes in market prices (stock prices, interest rates, exchange rates,
etc.) in the Company’s business activities.

A. Stock price risk. Stock price risk mainly refers to the risk of changes in the
market price of the equity securities invested which could bring loss to the
Company. The businesses with such risk mainly include equity securities
proprietary trading business, market-making business and over-the-counter
derivatives business. With high uncertainties, stock price risk is one of the
major market risks that the Company faced. The Company closely monitors
the price fluctuation of the relevant assets and has adopted relevant
preventive measures.

In 2017, the stock market in China jolted upwards on the whole, various
sectors registered differentiated momentums and value stocks with earnings
support performed relatively well. For example, SSE Composite Index opened
at 3,105.31 points at the beginning of 2017 and closed at 3,307.17 points
at the end of the year, with a cumulative increase of 6.56% in the year;
in the same period, SSE 50 Index, CSI 300 Index and SZSE SME Price Index
increased 25.08%, 21.78% and 16.73%, respectively, and SZSE ChiNext
Price Index tumbled 10.67%. In addition, the level of volatility of the stock
market fluctuated in 2017. SSE iVIX, for example, dropped progressively from
17.80 in early January, began to rebound after touching the trough at 7.95
in May, and came to 14.27 as at 29 December, representing a decrease of
17.13% from the beginning of the year.

The Company constantly tracks any variation in investment scale and
value-at-risk (VaR) of securities positions to monitor the impact of relevant
risks. By implementing diversified investment strategies, the Company
properly controlled and timely adjusted total investment amounts of various
securities and employed various arbitrage and hedging instruments, which
has effectively controlled market risk.
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B. Interest rate risk. Interest rate risk refers to the risk resulting from market
interest rate fluctuations. The Company’s assets which are exposed to
interest rate risk mainly include monetary deposits, bond investment and
debt issuance, etc. In 2017, the ChinaBond composite full-price index
declined, with a downward trend during volatility until the end of May and
then rebounding to a short-term peak after hitting the bottom. After that,
the index continued jolting downward. The ChinaBond composite full-price
index closed at 113.37 at the end of 2017, representing a decrease of 3.39%
compared with the end of last year. The yield to maturity of ChinaBond
five-year national bond and ChinaBond ten-year national bond increased
about 99 basis points and about 87 basis points compared with the end of
last year to 3.84% and 3.88%, respectively. The Company managed interest
rate risk by employing methods such as size control and investment portfolio
re-balancing to achieve a reasonable allocation of assets, matching the
maturities of liabilities and assets and by evaluating interest rate risk through
regular measurement of indicators such as duration, convexity and DVO1 of
investment portfolios.

C. Exchange rate risk. Exchange rate risk refers to the risk resulting from
changes in foreign exchange rates. With the international expansion of
the Company, the exchange rate risk is becoming evident. Apart from the
Company’s overseas equity investments, the subsidiaries also issued foreign
currency bonds, resulting in an increase in the debts in foreign currencies,
which increased the size of foreign currencies of the Group as a whole and
caused difficulties in management. The Company continued to monitor and
study the latest developments in the foreign exchange market, constantly
optimized system construction and internal management, and took various
measures to hedge and release exchange rate risks so as to support the
Company’s overseas business development. The Company also focused on
the natural match between foreign currency assets and liabilities from the
Group level to reduce the foreign exchange risk exposure. At the same time
the Company also adopted hedges of net investment in overseas operations,
etc. to smooth the influence of foreign exposure on the Group's operating
results. As at the end of the Reporting Period , the Group's exchange rate
risk had no material impact on the financial statements.

Save as the abovementioned risks, overseas investment businesses conducted by
the Group are also exposed to relevant market risk. Fluctuations of each element
of market risk around the world may affect the overall profit or loss of the Group.
The Company includes overseas investment businesses into the overall market risk
management system. In respect of investment businesses conducted by the overseas
subsidiaries of the Group, the respective subsidiaries formulated and implemented
the corresponding risk limits and risk management policies upon examination and
approval by the parent company and subsidiaries need to report to the parent
company on the implementation of risk limits on a regular basis.
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Operational risk

Operational risk refers to the risk associated with losses arising from the defects
of the internal processes, misoperation or misconduct of employees, information
system defects and external events. Information technology risk refers to the risk of
losing the availability and integrity of information systems due to system interruption
or slow operation, and the risk of disclosure of confidential information in the
information systems due to external attacks to the information system. Information
technology risk is an important component of the present operational risks.
Information technology is critical to the business development and management
of securities trading, settlement and service, etc. Unreliability of system, network
technology defects and data error will all bring losses to the Company. In addition,
the Company is also faced with the compliance risk of being pursued for legal
liability, being imposed regulatory measures, being given disciplinary sanctions, or
suffering property or reputation loss due to its or its employees’ violation of laws,
regulations and norms in business operations or performance of duty.

The Company adheres to improving the internal control management mechanism,
completing the operational processes, strengthening the inspection and audit,
intensifying the implementation of the accountability system, reducing the possibility
of operational risks and actively and properly address the adverse effects brought
by any such event. The Company has formulated a relatively sound internal control
system to standardize its operational risk management in accordance with such
regulatory provisions as the Guidelines for Internal Control of Securities Company
issued by the CSRC as well as the internal management needs of the Company. The
Company has formulated an internal control matrix covering the business lines of
each department according to the Basic Standards for Enterprise Internal Control,
conducted self-inspections on the implementation of the internal control matrix
annually, and had its audit department evaluate the implementation of the internal
control matrix. The Company kept improving its operational risk management level
by establishing a group-wide information communication mechanism for major
operational risk events and strengthening internal control management. However,
there is no guarantee that the Company can completely avoid the operational
risk events and losses which may result from operation errors and human acts
of omission. Besides, staff’s illegal and criminal acts will cause financial losses to
the Company and damage the Company’s reputation. The Company persists in
the implementation of refined management, constantly improves the business
process and gives more training to employees in terms of professional integrity
and professional ethics, and strives to manage and reduce operational risk events.
The Company continued to step up efforts in developing information technology
management mechanism and system, improved [T-related emergency response
plans, and prevented information technology risk by taking multiple measures
including regular or sporadic monitoring and special inspections to monitor and
control information technology management in respect of system operation,
applied R&D, information security, and technology management. The Company
continuously strengthened compliance management for its subordinate units,
various business lines and employees, and enhanced implementation of various
systems, mechanisms and processes to effectively prevent compliance risks, facilitate
the effective operations of the Company’s compliance management, and promote
the sustainable, healthy and lawful development of the Company.
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Liquidity risk

Liquidity risk refers to the risk that a company is unable to gain sufficient funds
with reasonable cost in a timely manner to pay its due debts, satisfy other payment
obligations and meet the requirements for carrying out normal business operations.
As the proprietary trading business and financing business of the Company are
large in size, it is susceptible to macro-economic policy, changes in market,
operation conditions and client credit profile during its operations, and unmatched
asset-liability structure might result in liquidity risk.

In respect of daily liquidity risk management, the Company has always adhered to
the mindset of “proper and even conservative risk control” and successfully kept
liquidity risk exposure within a reasonable range through reasonable monitoring
mechanism and control measures by adhering to the pre-determined liquidity risk
preferences and limits of risk indicators. In order to improve the level of refined
management on liquidity risk, the Company reserved sufficient quality liquidity
assets in strict compliance with relevant internal regulations and measures, which
ensured smooth business development and timely repayment of matured liabilities
of the Company. Additionally, the Company continued to improve the management
and control system for daily liquidity and risk indicators, and established a liquidity
and risk analysis framework including yearly risk outlook analysis, monthly indicator
assessment and forecast and daily indicator position follow-up, which enriched tools
of liquidity risk management over different periods of time, and deeply strengthened
the Company's scientific control over and forecast efficiency of liquidity risk.

In respect of mid-term and long-term liquidity risk management, the Company
continued to optimize its capital allocation structure, intensified analysis on the
development trend of assets and liabilities, and strengthened management and
control over liquidity risks from the source. On the one hand, the Company actively
carried out asset and liability management works on the basis of unified and
centralized management of finance liabilities, adjusted its liability term structure
by timely analyzing business development trend and potential need for mid- and
long-term funds; on the other hand, the Company make timely improvement of
debt planning to ensure more reasonable liability structure and distribution of
maturities. During the Reporting Period, the Company kept good relationships
with major commercial banks, ensured normalization of operations, maintained
good reputation, and kept financing channels open. The unified and centralized
management of liabilities at the group level was in progress and group management
and control were basically realized in large-amount financing.
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During the Reporting Period, with the advancement of the overall policy of financial
de-leverage by regulatory authorities, both the equity and bond markets have
remained volatile. In addition, in 2017 the Company was involved in the repayment
or renewal of several kinds of debts including corporate bonds, subordinated bonds
and transfer of earning right. Changes in external market and adjustments in the
assets and liabilities of the Company are intertwined with each other, constituting
the major sources of liquidity risk in the Reporting Period. Facing changes in
the market and transformation of internal fund demand, the Company actively
formulated plans and further strengthened control over liquidity risk through
various ways by carrying out prior risk identification, existing risk mitigation,
follow-up improvements and other measures. All of the Company’s core liquidity
risk indicators satisfied the forewarning requirements set by regulatory authorities,
and liquidity exposure for each term structure has been kept within a reasonable
range, which can sustain stable operations under pressure and ensure the overall
liquidity risk is under control.

Reputation risk

Reputation risk refers to the risk resulting from negative comments to the Company
by a party of stakeholder with respect to the Company’s operations, management
or other activities, or due to external events. Unlike other financial risks, reputation
risk is difficult to be measured directly, separated from other risks and managed
independently. A sound reputation is an important resource gained by the Company
in its development over the years, and is a guarantee for maintaining a good
relationship with investors and clients. Good reputation risk management plays a
vital role in the improvement of the Company’s competitive edges and profitability
as well as achievement of its long-term strategic objectives.

Reputation risks faced by the Company are mainly from: problems identified in
the Company’s operations which may affect the Company’s image and client
confidence, compliance risks resulting in regulatory measures or penalties by the
regulatory authorities, reputation damage resulting from untruthful or negative
reports by the media which may directly or indirectly affect the Company’s
reputation and business development, employees' accepting of media interviews
without following the specified approval procedure and relevant information
disclosure regulations, and other emergent events with material adverse impact
on the Company.
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Therefore, the Company has taken necessary monitoring and preventive measures
to realize effective management of reputation risk. The Company has established
a reputation risk forewarning system to monitor public opinions and ensure that
negative emergent events are responsively reported to the management of the
Company. For those emergent events with a negative impact on reputation, the
Company'’s General Manager’s Office shall report to competent superior authorities
and regulatory bodies in charge in accordance with the Measures for Handling
Emergent Events of Haitong Securities Co., Ltd. and Provisional Measures for
Reporting Major Events of Haitong Securities Co., Ltd., and work with relevant
departments to formulate communication strategy and unify publicity statement,
after which the spokesman of the Company will make a public announcement
or respond to the event. After the effect of the event ceases, the department of
public relations will actively take measures to restore reputation, analyze and report
on the process of handling the said emergent event, and closely observe latest
developments and new issues so as to prevent recurrence of negative opinions.
Meanwhile, the Company will enhance communication and contact with the
media, and restore the Company’s image by publicizing the Company’s positive
image and through other measures. Before accepting interviews by the media,
employees of the Company shall, in accordance with Rules of Haitong Securities
Co., Ltd. on Publicity Work, initiate media interview taking procedure through the
office's system, and shall only publish comments after obtaining approval from the
Company upon examination and the interview transcripts shall be submitted to the
General Manager’s Office for record.
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Reflection of main risk factors during this Reporting Period and Countermeasures
taken (or proposed to be taken) by the Company

During the Reporting Period, the Company further promoted the construction of the
comprehensive risk management and internal control system according to the Standards
of Comprehensive Risk Management of Securities Companies ( (ZE%4 2 a2 EER
EIZHE) ) and other regulatory requirements and internal systems. (i) In respect of
full coverage, the Company built a clearly arranged risk management framework
covering various risks, different business lines and all departments/branches/subsidiaries,
improved various risks management processes including risk identification, assessment,
measurement, monitoring, reporting and response and continually enhanced prevention
beforehand, in-process monitoring and follow-up inspections & disposal as to various risks.
(i) In respect of monitorability, the Company established a three-level indicator system
covering supervising indicators, tolerance & limit indicators and business risk control
indicators, conducted continuous monitoring and assessed extreme risks through various
stress testing. (iii) In respect of measurability, the Company measured market risks, credit
risks, liquidity risks and other risks, and continuously optimized the quantitative model
and methods. (iv) In respect of analysis, the Company regularly prepared various reports,
prepared non-periodical reports for significant risk events and included its subsidiaries
into the scale of reports. (v) In respect of the risk-response ability, according to the risk
assessment and warning results, the Company chose proper countermeasures, established
an effective response mechanism and formulated a specific emergency system. In addition,
the Company provided support and guarantee for comprehensive risk management
through the following measures: (i) attached great importance to the promotion of
risk control culture and promoted the risk culture by holding various training classes
and thematic meeting and advertising on periodicals; (ii) improved the construction of
risk management system and constructed a multi-level system covering various risks,
businesses and management & control elements under the guidance of the Comprehensive
Risk Management Approaches of Haitong Securities; (iii) established comprehensive risk
management systems in an all-round manner and actively promoted the data governance
work; (iv) recruited management talents, re-approved the staffing in risk management
department after the adjustment of organizational structure in February 2017 and actively
introduced talents to continuously meet the regulatory requirements for the ratio of risk
management staff and the needs of risk management; (v) also increased its cost in risk
management, formulated a specialized budget for information system and increased input
in risk management information system, which all provided guarantee for deepening and
implementing the Group’s risk management.
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During the Reporting Period, the specific performance of risk management factors

mentioned above was as follows:

(1)

Credit risk

As at the end of December 2017, the average maintenance guarantee ratio of our
customers in margin financing and securities lending business was 267.27%, and
the average performance guarantee ratio of our customers in stock repo transaction
and stock pledged repo business were 213.83% and 231.56%, respectively. The
collaterals provided by the lenders are sufficient, and the overall credit risk of the
financing business is under control. In respect of the Company’s investment in credit
type fixed income securities, the ratio of high credit rating securities whose debts or
issuers with ratings of AA or above was 96.98%. The Company's counterparties of
over-the-counter derivatives business are mainly financial institutions like commercial
banks, securities companies and asset management companies. The Company
is faced with limited credit risk from counterparties since it strictly controls the
business scale and adopts appropriate and practical risk mitigation measures during
the operations of the aforesaid businesses.

In addition, Haitong International Securities continued to implement prudent risk
management policies in 2017, with overall credit risk of the financing business
under control. During the Reporting Period, the four early warning indicators
for consideration of risk limits, including customer concentration, single largest
customer, single stock concentration and potential newly-increased wearing
ratio, were kept within limits. The Company continued to improve the five-tier
classification management system, improved corresponding approval policies
and post-loan management in line with the development of each business and
monitored and reviewed all financing projects. Regarding the over-the-counter
derivatives business, the Company employed the internationally recognized CAMEL
rating system (CAMEL) to evaluate the credit quality and examine and approve
credit limits of its counterparties. The counterparty credit risks the Company faced
at present is controllable. In 2017, Haitong UT Capital implemented a whole-chain
credit risk control system covering the periods before, during and after loaning, and
improved relevant policies, systems, standards and requirements from such aspects
as organizational structure, credit audit guidance, due diligence, risk pricing, credit
review and approval, which enhanced the overall credit risk management level.
During the Reporting Period, all credit risk indicators were within limits. In 2017,
Haitong Bank correspondingly revised its risk appetite as well as credit policies,
and formulated a series of plans to adjust its asset structure. During the Reporting
Period, Haitong Bank set up professional teams to strengthen the post-loan
management on stock credit assets. No new credit risk events occurred and the
overall credit risk was under control.
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Market risk

In 2017, the ratio of the Company’s VaR to its net assets at the end of each
month remained below 0.2%, the ratio of VaR of the parent company and major
subsidiaries within the Group to the Group’s net assets was also kept under
0.2% and the market risk was controllable and acceptable. However, the use of
various financial instruments was still influenced by the regulatory environment,
market environment and effectiveness of investment strategy. The effectiveness
of management methods was also restricted by the adverse changes of market
liquidity.

In 2017, the scale of the Company’s equity securities investment remained stable
as a whole. Besides traditional trend investment, the Company actively conducted
innovative businesses such as options market making and over-the-counter options.
In conducting the above innovative businesses, the Company adhered to risk-neutral
investment strategy, and effectively controlled the relevant risk exposures.

Based on the trends of and the Company’s judgment of the bond market and
liquidity management needs, the Company flexibly adjusted allocation of non-equity
securities and the scale of overall investment of non-equity securities of the
Company remained stable with certain increase in 2017. The whole portfolio
duration was under control and remained relatively stable at the end of each month.
The duration at the end of 2017 was 2.62, and in 2017, the Company maintained
an overall sound market risk control over its fixed income investments.
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Operational risk

The Company has adhered to standard operation procedures in general and did
not have major operational risk events during the Reporting Period. It continued to
strengthen the building and maintenance of the information technology system and
conducted regular and sporadic inspections and maintenance in strict accordance
with operation management procedure, thus ensuring the reliable, stable and
safe operation of system. During the Reporting Period, there were no significant
information technology risk events. The Company has constantly improved the
construction of the internal control system, intensified the executive force of
various rules and regulations and focused on improving every system and process,
so there were no operational risk events with material adverse effect on the
Company. The Company also continuously strengthened compliance management
for its subordinate units, various business lines and employees, and enhanced
implementation of various systems, mechanisms and processes.

Liquidity risk

During the Reporting Period, the Company’s sustained and sufficient capital
reserves reduced the likelihood of the outbreak of liquidity risks and ensured that
its capability of stable operations in a complex market environment. The Company’s
core liquidity supervising indicators are all well above the regulatory requirements
and early warning threshold. Faced with an uncertain market environment in the
future, the Company will continue to conduct asset-liability management actively
and achieve higher capital utilization efficiency on the basis of safety and liquidity,
so as to safeguard the sound operations of the Company. On the other hand, the
Company has constantly enhanced its ability to cope with liquidity risks by testing
its financing channels and cashability of quality liquid assets under pressure through
liquidity risk emergency rehearsal.

Reputation risk

During the Reporting Period, no adverse negative news or publicity regarding the
Company which would affect the public opinion of the Company. The Company has
effectively curbed the impact of negative news through adopting counter measures
step by step according to Rules of Haitong Securities Co., Ltd. on Publicity Work.
Accordingly, no significant reputation risk incident has happened.

During the Reporting Period, the Company maintained sound operations of its
various businesses, reasonable assets allocation and healthy financial situation, and
various risk control indicators including the net capital were in compliance with the
regulatory requirements. The Group’s comprehensive risk management structure
was clear and its subsidiaries operated soundly, with controllable overall risk. The
Group will continue to further enhance the system building, refine the internal
control mechanisms, and improve the level of meticulous risk management.
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(V) Risk control indicators and establishment of net capital replenishment mechanism of
the Company

1.

Dynamic monitoring of risk control indicators

To establish and improve the dynamic monitoring mechanism of risk control indicators,
strengthen risk monitoring, and carry out businesses under measurable, controllable and
endurable risks, in accordance with the Administrative Measures for the Risk Control
Indicators of Securities Companies issued by the CSRC, Circular concerning the Issuance
of Guidance (Interim) on Sensitivity Analysis of Financial and Capital Position and Stress
Testing Mechanism of Securities Companies in Shanghai issued by the Shanghai Securities
Regulatory Bureau, and the Securities Companies Stress Testing Guidelines issued by the
Securities Association of China, the Company has set up the internal control systems,
organizational structures and corresponding technology systems in conformity with
related requirements based on the dynamic monitoring platform of risk control indicators
and has carried out dynamic monitoring of risk control indicators. In strict accordance
with the regulatory provisions, the Company provided written reports to the regulatory
authorities regarding risk control indicators and achievements on a regular basis; in the
event that changes in risk control indicators reach a certain level, it made timely reports
to the local securities regulatory bureaus. The Company constantly improved the system
construction, process optimization and data system upgrade of the dynamic monitoring
platform and has achieved reporting to the local securities regulatory bureaus about the
Company’s net capital calculation sheet, calculation sheet of the total on-balance-sheet
and off-balance-sheet assets, calculation sheet of liquidity coverage rate, calculation
sheet of net stable funding rate, calculation sheet of risk capital reserves and statement
of risk control indicators monitoring within T+1 days. The aforesaid measures were taken
to ensure that various risk control indicators including net capital etc., are in line with
regulatory requirements at any time point.

Establishment of net capital replenishment mechanism

The Company has established a net capital replenishment mechanism. When risk control
indicators including net capital approach or touch the pre-warning lines, the Company
will replenish net capital by reducing the scale of the proprietary investment products with
high risks, reinforcing collection of receivables, raising share capital, issuing subordinated
debts, etc.

Monitoring of risk control indicators during the Reporting Period

The Company always adheres to the philosophy of sound business, and focuses on risk
management to maintain a reasonable capital structure. As at the end of Reporting Period,
net capital of the Company was RMB75,292 million, net asset was RMB106,859 million,
risk coverage ratio was 249.31%, capital leverage ratio was 27.06%, and the liquidity
coverage rate was 188.90%, and the net stable funding rate was 135.49%. During the
Reporting Period, the operating risks were controlled at an acceptable level with asset in
high quality and standardized business operations, and its risk control indicators were in
line with regulatory requirements.
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4. Sensitivity analysis and stress testing for risk control indicators

In 2017, the Company conducted sensitivity analysis or stress testing on significant
events including dividend distribution, significant investment, adjustment in upper limit
of business scale, issuance of debt instruments, investment banking underwriting projects
etc., and carried out the abovementioned events on the premise that the analysis and
testing conclusions met the regulatory requirements. Meanwhile, in accordance with the
regulatory provisions, stress testing has been conducted at the end of each month for all
possible extreme cases. In 2017, the Company conducted a total of 60 sensitivity analysis
and stress testing on risk control indicators, and all testing results were in line with the
requirements of the regulatory authorities, and were taken as the basis of the major
decisions of the Company. In addition, the Company also conducted 48 stress testing
on liquidity risks to ensure that in future the liquidity risk control indicators can meet
regulatory requirements at any point in time.

Construction of the compliance management system of the Company

In May 2007, the CSRC issued the Circular on Issuance of Pilot Work Scheme for Guidance of
Setup of General Compliance Officer and Establishment of Compliance Management System by
Securities Companies. As one of the first seven pilot compliance securities firms, the Company
took the lead in completing the compliance pilot program in March 2008. By establishing
and improving the compliance management system and organizational system, the Company
carried out compliance consultation, training, review, compliance monitoring, inspections and
accountability to penetrate the compliance work into various business sectors, which has been
recognized by the regulatory authorities.

The Measures for the Compliance Management of Securities Companies and Securities Investment
Fund Management Companies (Zheng Jian Hui Ling No. 133, hereinafter referred to as Measures
for the Compliance Management) and Guidelines for the Compliance Management of Securities
Companies (Zhong Zheng Xie Fa [2017] No. 208, hereinafter referred to as Guidelines for
the Compliance Management. Measures for the Compliance Management and Guidelines
for the Compliance Management, collectively known as the new regulations on compliance
management), formally entered into force in 2017, indicating that the compliance management
of securities companies has entered a new era. During the Reporting Period, in strict accordance
with the new regulations on compliance management and in light of the actual situation of the
Company, the Company established a scientific and rational compliance management framework
system with clear duties delegated.

Vertically, the Company has established the organizational structure of compliance management
to define the compliance management positions of the following persons, including the Board
of Directors, the Supervisory Committee, the principal in charge of operation management,
general compliance officer and other senior management. In particular, the Board of Directors
of the Company is responsible for the effectiveness of compliance management; the Supervisory
Committee is responsible for supervising the Board of Directors and senior management’s
performance of compliance management duties; the principal in charge of operation management
bears responsibility for the compliance operations of the Company; other senior management
takes responsibility for the compliance operations of businesses under their charge; the general
compliance officer reviews, supervises and inspects the compliance of the operation management
and practice behaviour of the Company and staff thereof.
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Horizontally, the Company has formed the horizontal axis of the compliance department,
other internal control departments and subordinate units of the Company (including various
departments, branches and subsidiaries). In particular, the compliance department, in charge
of the general compliance officer, performs the compliance management duties in accordance
with the Company’s requirements and general compliance officer's arrangements; the risk
management department, operation department, audit department, finance department,
information management department, discipline inspection and supervision department and other
foreground, mid-ground and background departments responsible for compliance management
have well-defined roles and responsibilities, coordination and interaction; persons in charge
of subordinate units are responsible for the achievement of compliance management goals
and compliance operations of their respective units, and all employees take responsibility for
compliance of their own practice behaviour.

As a result, the Company has formed a comprehensive compliance management system that
applies to the decision-making, execution, supervision, feedback and other links. All parties
involved in operation management and business development established a new concept of
“everyone shall be compliant and compliance shall start from senior management”.

During the Reporting Period, the Company’s general compliance officer strictly performed
compliance management duties according to applicable laws. The Company’s shareholders,
Directors and senior management had neither violated the stipulated duties and procedures,
nor given direct instructions to the general compliance officer or interfered with his work. The
Company provided human resource, material resource, financial resource and technical support
to its general compliance officer to fully carry out his duties to ensure effective compliance
management.

During the Reporting Period, the Company promoted the implementation of the new regulations;
implemented the compliance philosophy of “everyone shall be compliant, compliance shall
start from senior management, compliance creates value and compliance is the lifeline of the
Company”; strengthened the compliance management of subordinate units, business lines and
employees; strived to intensify the execution of various systems, mechanisms and processes
via prior review, in-process monitoring, post-event examination, assessment and measures
on assessment and accountability; stepped up efforts in policy transmission and compliance
promotion and actively fostered a new environment “full compliance and active compliance”
by all staff.

During the Reporting Period, the compliance department and audit department of the Company
conduct regular or irregular inspections and audits, including compliance inspections and regular
and special audits, in various departments, branches and subsidiaries of the Company. The
Company'’s internal control level was enhanced greatly through compliance audit and inspections,
and corresponding compliance assessment and accountability mechanism. At the same time,
in view of the stringent regulatory situation, the Company actively studied the new regulatory
provisions and continuously deepened the construction of compliance management to ensure
and promote the sustainable, compliance and healthy development of the Company.
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THE SITUATION THAT THE COMPANY FAILED TO DISCLOSE INFORMATION
ACCORDING TO THE STANDARDS DUE TO SPECIAL REASONS, E.G.
NON-APPLICABILITY TO THE STANDARDS OR STATE SECRETS AND TRADE
SECRETS AND THE DESCRIPTION OF RELEVANT REASONS

v Not applicable

OTHERS

U

(@

(m

(v)

(v)

Pre-emptive right arrangement

In accordance with the PRC laws and the Articles of Association, the Company’s shareholders
have no pre-emptive right.

Sufficiency of public float

Based on the publicly available information and within the knowledge of the Directors, as at
the latest practicable date prior to the issue of this Report, the Directors believe that, the public
float of the Company complies with the requirements for minimum public floats as prescribed
in Rule 8.08 of the Hong Kong Listing Rules.

Directors’ interest in the business competing with the Company

Mr. Chen Bin, a non-executive Director of the Company, has been a non-executive director of
Orient Securities Company Limited since October 2014. Mr. Xu Jianguo, a non-executive Director
of the Company, has been a non-executive director of Orient Securities Company Limited since
November 2016. As Orient Securities Company Limited is engaged in, among others, securities
brokerage, securities investment consultation, financial consultation service relating to securities
trading and securities investment, proprietary trading, margin financing and securities lending,
securities underwriting, securities investment fund agency, share options market making and
etc., Orient Securities Company Limited competes or is likely to compete, either directly or
indirectly, with some aspects of the business of the Company. Save as disclosed above, none
of the Directors has any interest in the business which competes or is likely to compete, either
directly or indirectly, with the Company’s business.

Service contracts of Directors and Supervisors

None of the Directors or Supervisors has a service contract with the Company or its subsidiaries
which is not terminable by the employer within one year without payment of compensation
(other than statutory compensation).

Directors’ and Supervisors’ interests in transaction, arrangement or contract of
significance

During the Reporting Period, the Directors, Supervisors or an entity connected with any Director
or Supervisor of the Company did not have any material interests, whether directly or indirectly,
in any transaction, arrangement or contract of significance entered into by the Company or its
subsidiaries.
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Share option scheme

For the share option scheme of the Group, please refer to “XI/ll. SHARE INCENTIVE SCHEME,
EMPLOYEE STOCK OWNERSHIP PLAN OR OTHER EMPLOYEE INCENTIVES Of THE COMPANY AND
THEIR EFFECTS" in Section V of this Report.

Major clients and suppliers

The Company serves a diverse base of institutional and retail clients across a spectrum of sectors.
The Company'’s clients range from large state-owned enterprises, multinational corporations and
SME clients to high-net-worth individuals and retail customers. Its clients are primarily located in
the PRC. The improving overseas network layout will help the Company provide offshore services
and expand its customers’ sources. In 2017, total revenue generated from top five customers
accounted for 6.27% of the Group’s total revenue and other income.

Due to the Company’s business nature, the Company has no major suppliers.

Contract of significance

During the Reporting Period, the Company did not have any shareholder who held directly more
than 5% of shares or any de facto controller, neither any contract of significance between the
Company or any of its subsidiaries, and a controlling shareholder or any of its subsidiaries, nor
any contract of significance for the provision of services to the Company or any of its subsidiaries
by a controlling shareholder or any of its subsidiaries as defined in Appendix 16 to the Hong
Kong Listing Rules.

Management contract

During the Reporting Period, no contracts were (other than the service contracts with any Director
or Supervisor or any of the full-time employee of the Company) still in force, and pursuant to
which, the management and administration of the whole or any substantial part of the business
of the Company were undertaken by any individual or entity.

Permitted indemnity provision

A permitted indemnity provision for the benefit of the Directors is currently in force and was
in force throughout the Reporting Period. The Company has arranged appropriate insurance
coverage for potential legal actions and liabilities against the Directors, the Supervisors and the
senior management.

Equity-linked agreement

No equity-linked agreements were entered into by the Group or subsisted during the Reporting
Period.

Share capital and issuance of shares and securities

For the information of the Company’s share capital and issuance of shares and securities as at 31
December 2017, please refer to “I. CHANGE IN SHARE CAPITAL OF ORDINARY SHARES" and “II.
SECURITIES ISSUANCE AND LISTING" in Section VI of this Report, and Section X of this Report.
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(XIV)

(XV)

The Company’s environmental policies and performance

For the Company’s environmental policy and performance, please refer to “XVIIl. ENVIRONMENTAL
POLICIES AND PERFORMANCE AND ACTIVITIES FULFILLMENT OF SOCIAL RESPONSIBILITIES" in
Section V of this Report.

Compliance of Relevant Laws and Regulations

The Board is of the view that during the Reporting Period, the Company legally operated its
business and its decision-making procedure was in compliance with relevant laws, regulations
and the Articles of Association. Save as disclosed in “V. PARTICULARS ABOUT PUNISHMENTS
IMPOSED BY SECURITIES REGULATORY AUTHORITIES DURING RECENT THREE YEARS” in Section
VIII of this Report, during the Reporting Period, the Company complied with relevant laws,
regulations that have a significant impact on the Company. The Company is not aware of any
breach of laws and regulations and the Articles of Association which would have a significant
impact on the Company or any act which would prejudice the interests of the Company and its
shareholders by any Directors, Supervisors or senior management when performing their duties
during the Reporting Period.

Profit distribution resolution

For the profit distribution resolution of the Company, please refer to “/. PROPOSAL ON PROFIT
DISTRIBUTION FOR ORDINARY SHARES AND CONVERSION OF CAPITAL RESERVE INTO CAPITAL"
in Section V of this Report.

1 Taxation of holders of A Shares

According to the Circular of the Ministry of Finance, the State Administration of Taxation
and the CSRC on Relevant Issues concerning Implementation of Differentiated Individual
Income Tax Policies for Dividends of Listed Companies (Cai Shui [2012] No. 85) and the
Circular of the Ministry of Finance, the State Administration of Taxation and the CSRC on
Relevant Issues concerning Differentiated Individual Income Tax Policies for Dividends of
Listed Companies (Cai Shui [2015] No. 101), for individual shareholders of the Company
who hold shares for a period (from the date of an individual’s acquirement of the shares
of a listed company from the public offer and transfer market to the date prior to the date
of transfer and settlement of such shares) of within one month (including one month),
their dividends are fully included in taxable income (effective tax rate is 20%); for those
who hold shares for a period of over one month to one year (including one year), 50% of
their dividends are temporarily included in taxable income (effective tax rate is 10%); for
those who hold shares for a period of over one year, individual income tax on dividends is
temporarily exempted. Temporarily, for individuals who hold shares for a period less than
one year (inclusive), the listed company shall not withhold any income taxes; when an
individual transfers his/her shares, the securities depository and clearing company calculates
the taxable income according to his/her period for holding shares, and the company
withholds tax otherwise through the securities depository and clearing company for the
part in excess of the withheld tax. For the dividends obtained from a listed company by a
securities investment fund, individual income tax is levied in accordance with the Cai Shui
[2012] No. 85 requirements. For shareholders who are resident enterprises, the income
tax on their cash dividends shall be payable on their own.
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For QFlI, listed companies are required to withhold and pay enterprise income tax at a rate
of 10% pursuant to the requirements of the Notice Concerning the Relevant Questions
on the Withholding and Payment of Enterprise Income Tax Relating to the Payment of
Dividends, Bonus and Interest by PRC Resident Enterprises to QFIl (Guo Shui Han [2009]
No. 47) issued by the State Administration of Taxation. Shareholders who are QFIl and
who wish to enjoy tax concessions shall apply to the competent taxation authorities for
tax rebates according to the relevant rules and regulations after they receive the dividends.

Taxation of holders of H Shares

Pursuant to the Notice of the PRC State Administration of Taxation on Issues Concerning
Individual Income Tax Collection and Management after the Repeal of Guo Shui Fa
[1993] No.045 (Guo Shui Han [2011] No. 348), the dividends received by the overseas
resident individual shareholders from the stocks issued by domestic non-foreign invested
enterprises in Hong Kong is subject to the payment of individual income tax according
to the items of “interests, dividend and bonus income”, which shall be withheld by the
responsible withholding parties according to the relevant laws. The overseas resident
individual shareholders who hold the stocks issued by domestic non-foreign invested
enterprises in Hong Kong are entitled to the relevant preferential tax treatment pursuant
to the provisions in the tax agreements signed between the countries where they are
residents and China or the tax arrangements between Mainland and Hong Kong (Macau).
The tax rate for dividends under the relevant tax agreements and tax arrangements is
generally 10%, and for the purpose of simplifying tax administration, domestic non-foreign
invested enterprises issuing shares in Hong Kong may, when distributing dividend,
generally withhold individual income tax at the rate of 10%, and are not obligated to file
an application. If the tax rate for dividend is not equal to 10%, the following provisions
shall apply: (1) for citizens from countries under agreements to be entitled to tax rates
lower than 10%, the withholding parties will file applications on their behalf to seek
entitlement of the relevant agreed preferential treatments, and upon approval by the tax
authorities, over with-held tax amounts will be refunded; (2) for citizens from countries
under agreements to be entitled to tax rates higher than 10% but lower than 20%, the
withholding agents will withhold the individual income tax at the agreed-upon effective
tax rate when distributing dividends (bonus), and are not obligated to file an application;
(3) for citizens from countries without tax agreements or are under other situations, the
withholding agents will withhold the individual income tax at a tax rate of 20% when
distributing dividends.

Pursuant to the Notice of the State Administration of Taxation on the Issues Concerning
Withholding the Enterprise Income Tax on the Dividends Paid by Chinese Resident
Enterprises to H Share Holders Which Are Overseas Non-resident Enterprises (Guo Shui
Han [2008] No. 897), a PRC resident enterprise, when distributing dividends for 2008 and
the years afterwards to H shareholders who are overseas non-resident enterprises, shall
be subject to the enterprise income tax withheld at a uniform rate of 10%.

Pursuant to the current practices of the Inland Revenue Department of Hong Kong, no
taxes shall be levied for the dividends distributed by the Company in Hong Kong.
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Profit distribution for investors in mainland China investing in H Shares of the
Company through Shanghai-Hong Kong Stock Connect

For investors of the Shanghai Stock Exchange (including enterprises and individuals)
investing in the H Shares of the Company listed on the Hong Kong Stock Exchange, the
Shanghai Branch of China Securities Depository and Clearing Corporation Limited, as the
nominee of the holders of H Shares through Shanghai-Hong Kong Stock Connect, will
receive the cash dividends distributed by the Company and distribute the cash dividends to
the relevant investors of H Shares through Shanghai-Hong Kong Stock Connect through its
depository and clearing system. The cash dividends for the investors of H Shares through
Shanghai-Hong Kong Stock Connect will be paid in RMB. Pursuant to the Notice on the
Tax Policies Related to the Pilot Program of the Shanghai-Hong Kong Stock Connect (Cai
Shui [2014] No. 81) (ARNEBREMHR 5 B B B G BB B B @ M (B 71
[2014]81%5%)), for dividends received by mainland individual investors from investing in
H shares listed on the Hong Kong Stock Exchange through Shanghai-Hong Kong Stock
Connect, the company of such H shares shall withhold and pay individual income tax at
the rate of 20% on behalf of the individual investors. For dividends received by mainland
securities investment funds from investing in H shares listed on the Hong Kong Stock
Exchange through Shanghai-Hong Kong Stock Connect, the tax payable shall be the same
as that for individual investors. The company of such H shares will not withhold or pay the
income tax of dividends for mainland enterprise investors and those enterprise investors
shall report and pay the relevant tax themselves.

Profit distribution for investors in mainland China investing in H Shares of the
Company through Shenzhen-Hong Kong Stock Connect

For investors of the Shenzhen Stock Exchange (including enterprises and individuals)
investing in the H Shares of the Company listed on the Hong Kong Stock Exchange,
the Shenzhen Branch of China Securities Depository and Clearing Corporation Limited,
which is expected to be the nominee of the holders of H Shares through Shenzhen-Hong
Kong Stock Connect, will receive the cash dividends distributed by the Company and
distribute the cash dividends to the relevant investors of H Shares through Shenzhen-Hong
Kong Stock Connect through its depository and clearing system. The cash dividends for
the investors of H Shares through Shenzhen-Hong Kong Stock Connect will be paid
in RMB. Pursuant to the Notice on the Tax Policies Related to the Pilot Program of the
Shenzhen-Hong Kong Stock Connect (Cai Shui [2016] No.127) (R FBREMH R H
Bt G mH S A AR BCR e @A (A177[2016]1275%)), for dividends received by
mainland individual investors from investing in H shares listed on the Hong Kong Stock
Exchange through Shenzhen-Hong Kong Stock Connect, the company of such H shares
shall withhold and pay individual income tax at the rate of 20% on behalf of the individual
investors. For dividends received by mainland securities investment funds from investing
in H shares listed on the Hong Kong Stock Exchange through Shenzhen-Hong Kong Stock
Connect, the tax payable shall be the same as that for individual investors. The company of
such H shares will not withhold or pay the income tax of dividends for mainland enterprise
investors and those enterprise investors shall report and pay the relevant tax themselves.
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5 Profit distribution for investors of Northbound trading

For investors of the Hong Kong Stock Exchange (including enterprises and individuals)
investing in the A Shares of the Company listed on the Shanghai Stock Exchange
(hereinafter referred to as”Investors of Northbound Trading”), their final dividends will
be distributed in RMB by the Company through the Shanghai Branch of China Securities
Depository and Clearing Corporation Limited to the account of the nominee holding such A
Shares. The Company will withhold and pay income taxes at the rate of 10% on behalf of
those investors and will report to the tax authorities for the withholding. For the Investors
of Northbound Trading who are tax residents of other countries and whose country of
domicile is a country which has entered into a tax agreement with the PRC stipulating a
dividend tax rate lower than 10%, those enterprises or individuals may, or may entrust
a withholding agent to, apply to the competent tax authorities of the Company for the
preferential treatment under such tax agreement. Upon approval by the competent tax
authorities, the paid amount in excess of the tax payable based on the tax rate according
to such tax agreement will be refunded.

The shareholders of the Company are suggested to seek advice from their tax adviser
concerning the tax effect involved in China, Hong Kong, and other countries (region) with
respect to the ownership and disposition of the shares of company.

(XVI) Events Subsequent to the Reporting Period

Other than those disclosed in this Report, the Company had no material events subsequent to
the settlement date of the financial year and up to the date of this Report.
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PROPOSAL ON PROFIT DISTRIBUTION FOR ORDINARY SHARES AND
CONVERSION OF CAPITAL RESERVE INTO CAPITAL

U

Formulation, implementation or adjustment of cash dividends policy

The Company has always provided reasonable investment return to shareholders, and adopted
a continuous, stable, and proactive profit distribution policy. The Company’s establishment and
implementation of the profit distribution policy, in particular the cash dividends policy, are in strict
compliance with the Articles of Association and are subject to the consideration and approval
of the Board meetings and shareholders’ general meetings of the Company. The Company has
an explicit and clear policy regarding the criteria and ratio of dividend distribution and a sound
and comprehensive decision-making procedure and mechanism. Independent Directors have
duly performed their duties to the fullest, and minority shareholders have a fair chance to fully
express their opinions and requests, due to which the legitimate rights and interests of minority
shareholders are adequately protected.

From 2007 to 2016, cash dividends of RMB18,229 million (inclusive of tax) and stock dividends
of 1,234 million shares (inclusive of tax) were distributed to shareholders of the Company and
share capital of 2,880 million shares were converted from capital reserve on a cumulative basis.
From 2007 to 2016, the percentage of dividends distributed each year accounted for more than
30% of the profit available for distribution, among which, the percentage from 2014 to 2016
was 148.25%, 54.71% and 63.14% respectively.

The Company has expressly stipulated the profit distribution policy in its Articles of Association,
that “the Company may, according to the profit made by the Company and taking into account
the actual situation as well as current and long-term benefit of the Company, distribute dividend
by way of cash or shares, and have the priority to distribute dividend by cash. In principle, the
Company will distribute cash dividend for the year with profit. The Company may distribute
interim dividend. Profit distribution shall satisfy the regulatory requirements, not exceed the
accumulated distributable profit and not influence continuous operation capacity of the Company.
If the Company generated profits in the previous accounting year but the Board did not make
any cash profit distribution proposal after the end of the previous accounting year, the Company
shall state the reasons for not distributing the profit and the usage of the profit retained in the
annual report and the independent Directors shall give an independent opinion in such regard.
The accumulated cash distribution of profit for the last three years of the Company shall not
be less than 30% of the average annual distributable profit. Specific percentage of dividend
distribution for each year shall meet the needs of corporate operation and development and be
resolved in accordance with the annual earnings conditions and future plans on usage of funds. If
any of the following circumstances occurs, the Company can adjust or amend the aforesaid profit
distribution policy by obtaining the approval from more than two thirds of voting rights held by
shareholders attending the shareholders’ general meeting: (i) there are changes in, or adjustments
to, the relevant laws and regulations; (ii) the risk control indicators (such as net capital) reach
the warning levels; (iii) the Company’s operating conditions deteriorate; (iv) the Board proposes
the adjustments. In the event that adjustments to the Company’s profit distribution policy are
necessary due to the needs of corporate operation and long-term development, the adjusted
profit distribution policy shall comply with the relevant regulations of the Company’s regulatory
departments. Any resolution regarding the adjustments to the Company’s cash dividend
policy shall be approved by two thirds of the voting rights of the shareholders attending the
shareholders’ general meeting and online voting shall be available. The Company shall consider
the views of public investors and timely respond to the questions concerned by public investors.
The Company should disclose in annual reports the formulation, implementation of the dividend
distribution policy and other relevant circumstances in accordance with the relevant provisions.
If the cash dividend policy is to be adjusted or amended, the conditions for the adjustments or
amendments, and whether the procedures for the adjustments or amendments are in compliance
with regulations and transparent should both be disclosed in details.”

HAITONG SECURITIES CO., LTD.
Annual Report 2017 (H Share)



()

SECTION V  SIGNIFICANT EVENTS

The implementation of the 2016 profit distribution plan of the Company was completed on 27
July 2017. On the basis of the total share capital of 11,501,700,000 shares of the Company, a
cash dividend of RMB0.22 (tax inclusive) per share were distributed to the shareholders of the
Company (which means a cash dividend of RMB2.20 (tax inclusive) for every 10 shares were
distributed), resulting in a total cash dividend of RMB2,530,374,000.00 (tax inclusive). The cash
dividends distributed to holders of A Shares amounted to RMB1,780,268,859.60 based on the
total share capital of 8,092,131,180 A Shares and the cash dividends distributed to holders of
H Shares amounted to HK$855,874,056.68 based on the total share capital of 3,409,568,820
H Shares.

Plans or proposals on profit distribution plan for ordinary shares, and plans or proposals
on conversion of capital reserve into share capital for the recent three years (including
the Reporting Period)

As audited, profit for the year 2017 attributable to owners of the parent company in the
consolidated financial statements was RMB8,618,423,293.06 and the net profit of the parent
company for 2017 was RMB6,187,564,013.18.

In accordance with the relevant regulations including the PRC Company Law, the PRC Securities
Law, the Financial Rules for Financial Enterprises and the Articles of Association, the Company
may distribute profits to investors after appropriating statutory reserve funds and reserve
funds. The Company appropriated to statutory reserve, general risk reserve and transaction
risk reserve, respectively, 10% of the net profit realized by the parent company in 2017, each
amounting to RMB618,756,401.32, totaling RMB1,856,269,203.96. Plus the retained profits of
RMB18,662,316,148.54 of the parent company at the beginning of the year after deducting
the dividends of RMB2,530,374,000.00 distributed by the Company due to implementation
of the profit distribution plan for 2016, the parent company’s retained profits amounted to
RMB20,463,236,957.76 at the end of the year. According to relevant regulations, the income
from changes in fair value of profits available for distribution shall not be used for cash
distribution. After excluding the impact of 2017 fair value change gains on profits available for
cash distribution to investors, the Company’s profits available for cash distribution to investors
in 2017 amounted to RMB4,189,625,766.29. After taking into account the Company’s long-
term development and investors’ interests, the Company's profit distribution proposal for 2017
is as below:

1. On the basis of a total share capital of 11,501,700,000 A Shares and H Shares as at
31 December 2017, cash dividend of RMB2.30 per 10 shares (inclusive of tax) will
be distributed to all holders of A Shares and H Shares whose names appear on the
register of members of the Company on the record date, with total cash dividend
amounting to RMB2,645,391,000.00. The retained profits of the parent company of
RMB17,817,845,957.76, following the cash dividend distribution will be carried forward
to the next year.

2, Cash dividends are denominated and declared in Renminbi and payable in Renminbi to A
shareholders and in Hong Kong dollars to H shareholders. The actual amounts declared
in Hong Kong dollars are converted based on the average benchmark exchange rate for
Renminbi to Hong Kong dollars as announced by the People’s Bank of China for the five
business days prior to the date of the 2017 annual general meeting.
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The profit distribution plan of the Company for 2017 is subject to approval by shareholders at
the 2017 annual general meeting of the Company, and it is expected that the cash dividends
will be distributed to the shareholders within two months after such plan is approved at the
general meeting.

The Company will announce in due course the date of convening the 2017 annual general
meeting, and for the purpose of ascertaining the entitlement of the shareholders to attend and
vote at the 2017 annual general meeting, the timing for which the register of members of the
Company will be closed. The Company will give further notice on the record date and book
closure date for the H Shares dividend distribution.

Unit: RMB

Percentage of

Net profit amount of cash
attributable ~ dividends in net

to shareholders of  profit attributable
ordinary shares of  to shareholders of
the Company in  ordinary shares of

Amount of dividend  Number of shares the consolidated the Company in
Number of dividend  for every 10 shares converted for Amount of financial statements  the consolidated
Year of shares for every (RMB) (inclusive every 10 shares cash dividends  during the year of financial
distribution 10 shares (share) of tax) (share) (inclusive of tax) distribution statements (%)
2017 0 23 0 2,645,391,000.00 8,618,423,293.06 30.69
2016 0 22 0 2,530,374,000.00 8,043,334,519.30 31.46
2015 0 45 0 5,175,765,000.00  15,838,850,897.61 32.68
(1) Repurchase of shares under cash offer included in cash dividends
v Not applicable
(IV) If the Company records profits and the parent company records positive retained profits

for distribution to shareholders of ordinary shares of the Company during the Reporting
Period but there is no proposal for cash profit distribution for ordinary shares, the
Company shall disclose the reasons and the usage of the retained profits and the usage
plan in detail

v Not applicable
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PERFORMANCE OF UNDERTAKINGS

(1 Undertakings made by the Company’s de facto controller, shareholders, related parties,
acquirers, the Company and other related undertakers during the Reporting Period or
subsisting in the Reporting Period

v Not applicable

(I) The Company’s explanation on whether the earnings estimate on assets or projects was
met and its reasons in the situation that earnings in the Company’s assets or projects
is estimated, the period of which includes the Reporting Period

v Not applicable

EMBEZZLEMENT OF FUNDS AND REPAYMENT OF DEBTS DURING THE
REPORTING PERIOD

There was no embezzlement of funds and repayment of debts of the Company during the Reporting
Period.

EXPLANATIONS OF THE COMPANY ON “NON-STANDARD OPINION AUDIT
REPORT” OF ACCOUNTING FIRM

v Not applicable

ANALYSIS AND EXPLANATION OF THE COMPANY ON CAUSES AND EFFECTS
OF CHANGES OF ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES AND
SUBSTANTIAL CORRECTIONS OF ACCOUNTING ERRORS

n Analysis and explanation of the Company on causes and effects of changes of accounting
policies and accounting estimates

In 2017, the Ministry of Finance successively amended several accounting standards for business
enterprises, including: the Accounting Standard for Business Enterprises No. 22 — Recognition
and Measurement of Financial Instrument, the Accounting Standard for Business Enterprises
No. 23 — Transfer of Financial Assets, the Accounting Standard for Business Enterprises No. 24
— Hedging Accounting, the Accounting Standard for Business Enterprises No. 37 — Presentation
and Reporting of Financial Instrument, the Accounting Standard for Business Enterprises No.
14 — Revenue, the Accounting Standard for Business Enterprises No. 42 — Non-current Assets
Held for Sale, Disposal Groups and Discontinued Operations, and the Accounting Standard for
Business Enterprises No. 16 — Government Grants. Pursuant to the requirements of the Ministry
of Finance, the Company has implemented changes to the abovementioned accounting policies.
The impacts of the changes of accounting policies on the Company are:
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Changes in Accounting Policies in Relation to Financial Instruments

Pursuant to the Accounting Standards for Business Enterprises No. 22 — Recognition and
Measurement of Financial Instruments, the Accounting Standards for Business Enterprises
No. 23 — Transfer of Financial Assets, the Accounting Standards for Business Enterprises
No. 24 — Hedge Accounting and the Accounting Standards for Business Enterprises No.
37 — Presentation of Financial Instruments, based on “business model” and “contractual
cash flow characteristics” of financial assets held, financial assets are divided into three
categories, namely, “financial assets measured at amortized cost”, “financial assets
measured at fair value through other comprehensive income” and “financial assets at
fair value through profit or loss”; the impairment of financial assets is changed from the
approach of “loss occurred” to “expected loss”, and the scope of provision is expanded;
the eligible hedging instruments and hedged items are broadened in hedge accounting and
the quantitative requirements are replaced by qualitative hedge effectiveness requirements,
introducing a “rebalance” mechanism on hedging relationship; the disclosure requirements
for financial instruments shall be adjusted accordingly;

According to the requirements of the MOF, the Group shall implement the above new
standards from 1 January 2018. Pursuant to the cohesion regulations, the enterprise shall
restate the balance sheet as of 1 January 2018 according to the new standards, without
restating the comparable figures of the previous period. From 1 January 2018 to later
accounting period, the Group shall conduct accounting and relevant re-presentation
pursuant to the new accounting standards, without restating the comparable information
for the period of 2017.

The main impacts of the implementation of abovementioned new standards on accounting
and relevant presentations include: according to the new standards, the Group shall classify
and measure the financial assets of the Company, including necessary adjustments to the
valuation method; impairment test on relevant financial assets under the expected loss
method, and re-measure their book value; adjust other comprehensive income and initial
retained earnings accordingly. Based on the financial assets position held by the Group as
at the end of the year and the measurement of the abovementioned changes, the changes
in the classification, measurement and impairment of financial assets are expected to
widely affect the financial statements of the Group but have no significant impact on the
Group’s total assets and net assets.
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2. Changes in Accounting Policies in Relation to Revenue

Pursuant to the Accounting Standards for Business Enterprises No. 14 — Revenue
amended by the MOF, the original revenue and construction contracts standards shall be
incorporated into a unified revenue recognition model; the risk-and-reward approach shall
be replaced by the transfer-of-control approach as the criteria for the time of revenue
recognition; more prescriptive guidance shall be provided for the accounting treatment of
contracts concerning multiple trading arrangements; the revenue recognition and measure
of certain specific transactions (or matters) were expressly formulated.

According to the requirements of the MOF, the Group shall implement the abovementioned
new standards from 1 January 2018. Pursuant to the provisions for the transactional
period, the enterprises which implement the standards for the first time shall, based on
the cumulative effect of initially applying the standards, adjust the opening balance of
retained earnings and the amount of other relevant items in financial statements at the
beginning of the year (in which this standard is first applied), and shall not adjust the
information of the comparative period. The changes will not have a significant impact on
the Group’s net profits, total assets and net assets.

The remaining accounting policies have been effective since 2017 and did not have a
significant impact on the financial statements for the year 2017 of the Group.

The proposal regarding the changes of abovementioned accounting policies has been
considered and approved at the 29th meeting of the sixth session of the Board.

Analysis and explanation of the Company on causes and effects of substantial corrections
of accounting errors

v Not applicable

Communications with former accounting firm

v Not applicable

Other explanations

v Not applicable
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APPOINTMENT AND DISMISSAL OF ACCOUNTING FIRMS

Unit: RMBO0’000
Currently engaged

Name of the domestic accounting firm BDO China Shu Lun Pan Certified Public
Accountants LLP (Special General Partnership)
Remuneration of the domestic accounting 290
firm
Term of the audit services provided by 7 years
domestic accounting firm
Name of the overseas accounting firm Deloitte & Touche (Deloitte Touche Tohmatsu

(= Ehe =R T & 5TET7T) and Deloitte Touche
Tohmatsu Certified Public Accountants LLP
(EE)FEKZETRIEHFT) (Special General
Partnership))
Remuneration of the overseas accounting firm 330
Term of the audit services provided by 6 years
overseas accounting firm

Unit: RMB0’000

Name Remuneration
Accounting firm engaged for internal control BDO China Shu Lun Pan Certified 40
audit Public Accountants LLP (Special

General Partnership)

Explanations on appointment and dismissal of accounting firms

During the Reporting Period, the Company re-appointed BDO China Shu Lun Pan Certified Public
Accountants LLP (Special General Partnership) (“BDO China”) as its external auditor for 2017, who
will be responsible for provision of relevant domestic audit services in accordance with PRC GAAP, for
a term of one year with auditing fees of RMB2.90 million. The Company appointed BDO China as its
internal control auditor, with auditing fees of RMB400,000. In addition, Deloitte & Touche (Deloitte
Touche Tohmatsu ({Z#he i =% /5 €51 Ah1T7) and Deloitte Touche Tohmatsu Certified Public Accountants
LLP (f=Eh2E Kk 25T =5 FT) (Special General Partnership)) (“Deloitte & Touche”) was re-appointed as
the Company’s external auditor for 2017 for a term of one year, who will be responsible for provision
of relevant audit and review services in accordance with IFRS, with auditing fees of RMB3.30 million.
BDO China and Deloitte & Touche, etc. provided audit service for subsidiaries of the Group, with total
service fee of RMB15.11 million. During the Reporting Period, there was no disagreement from the
Board to the opinions of selection and appointment of external auditor from the Audit Committee.

Explanations on change of accounting firms during the audit period

During the past three years, the Company did not change the accounting firms.
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FACING THE RISK OF SUSPENSION OF LISTING

The Company did not face the risk of suspension of listing during the Reporting Period.

FACING THE RISK OF DELISTING AND REASON
The Company did not face the risk of delisting during the Reporting Period.

BANKRUPTCY AND RESTRUCTURING RELATED MATTERS

The Company did not have bankruptcy and restructuring related matters during the Reporting Period.

MATERIAL LITIGATION AND ARBITRATION

During the Reporting Period, the Company was not involved in any material litigation or arbitration
that involves claims of over RMB10 million and accounting for more than 10% of the absolute value
of the Company’s net assets as audited in the latest financial statements, which shall be disclosed in
accordance with the requirements under the Shanghai Stock Exchange Listing Rules.

PUNISHMENT AGAINST AND RECTIFICATION ON THE COMPANY, ITS
DIRECTORS, SUPERVISORS, SENIOR MANAGEMENT, CONTROLLING
SHAREHOLDERS, DE FACTO CONTROLLER AND ACQUIRER

As at the end of the Reporting Period, the Company did not have any shareholder who directly held
more than 5% of shares or any de facto controller. During the Reporting Period, none of the following
circumstances happened to the Company, the Board, Directors, Supervisors or senior management:
being investigated by competent authorities, imposed coercive measures by a judiciary authority or
disciplinary department, transferred to a judicial authority or held criminally liable, investigated or
imposed administrative penalties by the CSRC, banned from access to market, identified as an unsuitable
person, punished by other administrative authorities, or publicly condemned by a stock exchange. None
of the Directors, Supervisors and senior management of the Company violated any rule or regulations
with regard to trading of the shares of the Company.

On 23 May 2017, the Company received an Advance Notice of Administrative Penalty (Chu Fa Zi
[2017] No. 59) from the CSRC. The CSRC intended to impose administrative penalties on the Company
due to the Company’s suspected misconduct of failure to execute business contracts with customers
in accordance with relevant provisions or failure to contain necessary terms in business contracts
with customers in accordance with relevant provisions in its margin financing and securities lending
business. For further information, please refer to the Company’s announcement dated 24 May 2017.
The Company’s employees involved in the event have proposed statements and defenses according to
the procedures prescribed, and further decision is pending.
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EXPLANATIONS ON THE CREDIT-WORTHINESS OF THE COMPANY, ITS
CONTROLLING SHAREHOLDER, AND DE FACTO CONTROLLER DURING THE
REPORTING PERIOD

The Company did not have any shareholder who held directly more than 5% of shares or any de
facto controller. During the Reporting Period, there was no failure to comply with any effective court
judgment or settle any material debts that have fallen due.

SHARE INCENTIVE SCHEME, EMPLOYEE STOCK OWNERSHIP PLAN OR OTHER
EMPLOYEE INCENTIVES OF THE COMPANY AND THEIR EFFECTS

The Company did not implement any share incentive scheme.

0]

Share Option Scheme of Haitong International Securities

On 23 August 2002, a share option scheme (the “2002 Share Option Scheme”) was approved
and adopted by the shareholders of Haitong International Securities, a subsidiary of the Company,
which expired on 22 August 2012. According to the 2002 Share Option Scheme, options could be
granted to any full time employees, executive and non-executive directors of Haitong International
Securities and any of its subsidiaries or associates. The exercise price of the share options was
determinable by the directors of Haitong International Securities, and should be at least the
highest of (1) the closing price of its shares as stated in the Hong Kong Stock Exchange’s daily
guotations sheet on the offer date; (2) the average closing price of its shares as stated in the
Hong Kong Stock Exchange’s daily quotations sheets for the 5 trading days immediately preceding
the offer date; and (3) the nominal value of its shares. For the year ended 31 December 2017,
holders of options of Haitong International Securities exercised 3,327,798 share options under
the 2002 Share Option Scheme.

On 8 June 2015, a new share option scheme (the “2015 Share Option Scheme”) was approved
and adopted at the extraordinary general meeting of Haitong International Securities, which was
valid and effective for a period of 10 years commencing from the date of adoption. According
to the 2015 Share Option Scheme, options could be granted to any Director (including executive
Directors, non-executive Directors and independent non-executive Directors) or employees (no
matter full-time or part-time) of Haitong International Securities and any of its subsidiaries. The
exercise price of the share options was determinable by the directors of Haitong International
Securities, and should be at least the highest of (1) 110% of the closing price of its shares as
stated in the Hong Kong Stock Exchange’s daily quotations sheet on the offer date; (2) the
average closing price of its shares as stated in the Hong Kong Stock Exchange’s daily quotations
sheets for the 5 trading days immediately preceding the offer date; and (3) the nominal value
of its shares.

For the year ended 31 December 2017, Haitong International Securities granted 13,350,000
share options under the 2015 Share Option Scheme and all of them were accepted. There were
1,951,274 share options which lapsed during the period due to the resignation of employees.
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As at the end of 31 December 2017, share options which have been issued but not yet exercised
by Haitong International Securities are set out as follows:

Number of share

options issued Exercise price
but not yet per share
Share Option Scheme exercised (Note) (Note) Exercise period
2002 Share Option Scheme 5,812,110 shares HK$2.764 3 March 2011 to
2 March 2019
2015 Share Option Scheme 15,878,100 shares HK$4.667 8 December 2016 to
11 May 2021
13,350,000 shares HK$5.038 7 June 2018 to
9 November 2022
Total 35,040,210 shares

Note: The amount of share options and the exercise price of share options may be adjusted for rights issue,
scrip dividend, bonus share issuance or other similar changes in the Company’s share capital.

Share options of the 2002 Share Option Scheme which have not yet been exercised accounted
for approximately 0.11% of the issued shares of Haitong International Securities as at 31
December 2017. If the remaining options are fully exercised, under the current share capital
structure of Haitong International Securities, an additional of 5,812,110 ordinary shares of
Haitong International Securities will be issued, while the share capital of Haitong International
Securities will increase by HK$581,000 and the share capital premium will be HK$15,483,000
(including issuing expenses).

Share options of the 2015 Share Option Scheme which have not yet been exercised accounted
for approximately 0.53% of the issued shares of Haitong International Securities as at 31
December 2017. If the remaining options are fully exercised, under the current share capital
structure of Haitong International Securities, an additional of 29,228,100 ordinary shares of
Haitong International Securities will be issued, while the share capital of Haitong International
Securities will increase by HK$2,923,000 and the share capital premium will be HK$138,438,000
(including issuing expenses). Please refer to Note 64 to the Consolidated Financial Statements
of this Report and the 2017 annual report published by Haitong International Securities on the
website of the Hong Kong Stock Exchange for more details.
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()

Share Option Scheme of Haitong UT Capital

Haitong UT Capital, a subsidiary of the Company, adopted a share option incentive scheme on
27 May 2014, which was valid for a period of five years commencing from the date of adoption.
According to the scheme, the eligible participants include directors, senior management, key
operational managerial personnel and key technical and business personnel of Haitong UT Capital
and its subsidiaries as determined by the board of directors of Haitong UT Capital, the total
number of which shall not exceed 50. No more than 97,321,500 share options are intended to
be granted to the participants under the scheme. On 19 January 2015, the board of directors
of Haitong UT Capital resolved to offer to allocate share options to 28 qualified participants
(grantees) under such scheme, to subscribe for a total of no more than 85,980,375 ordinary
shares in the share capital of Haitong UT Capital according to the share option incentive scheme.

Considering the requirements of applicable PRC laws and regulations, as well as the strategic
development and operations and management needs of Haitong UT, the board of the directors
of Haitong UT Capital resolved to implement an exit arrangement for the share options that have
been granted under the share option scheme but not yet exercised, pursuant to the authorization
given by the general meeting of Haitong Securities to the board of the directors of Haitong
UT Capital on 27 May 2014. In formulating the arrangement, due consideration was given to
the terms of the share option incentive scheme and the contributions made by the relevant
participants to Haitong UT.

XIV. MATERIAL RELATED PARTY TRANSACTIONS

During the Reporting Period, other than Note 65 to the Consolidated Financial Statements of this
Report, the Group had no material related party transactions. The Company confirms that such related
party transaction did not constitute a connected transaction under Chapter 14A of the Hong Kong
Listing Rules, except for the related party transaction entered into between the Company and Shanghai
Shengyuan Real Estate (Group) Co., Ltd., which constitutes a de minimis connected transaction
under Chapter 14A of the Hong Kong Listing Rules, and is therefore exempted from the reporting,
announcement, annual review and independent shareholders’ approval requirements under Chapter 14A
of the Hong Kong Listing Rules. Please refer to the Company’s announcement dated 29 March 2017
for more details. During the Reporting Period, the Company did not have any connected transaction
which would be required to be disclosed under Chapter 14A of the Hong Kong Listing Rules.

84

HAITONG SECURITIES CO., LTD.
Annual Report 2017 (H Share)



0]

SECTION V  SIGNIFICANT EVENTS

Related party transactions in relation to daily operations

During the Reporting Period, the Company has strictly complied with the “Resolution regarding
Daily Related Party Transactions of the Company for the Year 2017" considered and approved
by the 2016 annual general meeting to carry out daily related party transactions, and relevant

implementation status are as follows:

o Related party transactions with BNP Paribas Investment Partners BE Holding SA

and its related companies

Actual
Transaction

Proportion in

Category of Contents of Descriptions of Volume in 2017 Same Type of
Transactions Transactions Transactions (RMB ten thousand) ~ Business (%)
Services for Securities Fees and Mainly including income 952.37 0.19%
and Financial Products commission income from investment banking
business, income from
agency sales of fund
products, investment
consultation service fees,
asset management fees
and income from securities
underwriting, etc.
Business and Mainly including consultation 12.17 0.00%
management fee and costs of sales paid
expenses to the related parties, etc.
Trading in Securities Fee and commission Mainly including fees and 89.12 0.01%
and Financial Products income commission income from
securities trading
Accounts of bond Mainly including transaction 31,000.00 -
transactions volume from stock pledged
repurchase, resale or
repurchase in the interbank
market, return swap and
other businesses
Accounts of repurchase  Mainly including repurchase 19,012.00 -
transactions transactions involving fixed
income, etc.
Interest rate swap Mainly including transactions 34,000.00 -
resulting from fixed
income, etc.
Accounts receivable Mainly including management 213.34 0.03%
fees receivable
Accounts payable Mainly including accounts 1,014.57 0.16%

payable incurred
from business such as
maintenance of fund clients

HAITONG SECURITIES CO., LTD. 85
Annual Report 2017 (H Share)



SECTION V  SIGNIFICANT EVENTS

. Shanghai Shengyuan Real Estate (Group) Co., Ltd. (LERFEEHE (£E) GRA

)]
Actual
Transaction Proportion in
Category of Contents of Descriptions of Volume in 2017  Same Type of
Transactions Transactions Transactions (RMB ten thousand) ~ Business (%)
Trading in Securities and ~ Accounts from securities Mainly including assets such 0.31 0.00%
Financial Products agency trading as margin deposits from
clients

. Related party transactions with companies (other than the Company and its

subsidiaries), where the Company’s Directors, Supervisors and senior management
hold positions as directors or senior management, and other related corporate

legal persons

Category of
Transactions

Actual

Transaction

Volume in 2017
(RMB ten thousand)

Proportion in
Same Type of
Business (%)

Contents of
Transactions

Descriptions of
Transactions

Services for Securities And

Financial Products
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Fees and commission  Mainly including income 2.76%
from investment banking
business, income from
agency sales of fund
products, investment
consultation service fees,
asset management fees
and income from securities
underwriting, etc.

Mainly including consultation
fee and costs of sales paid

to the related parties, etc.

13,695.97
income

Business and 0.39%
management fees

expense

3,817.04
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Actual
Transaction

Proportion in

Category of Contents of Descriptions of Volume in 2017  Same Type of
Transactions Transactions Transactions (RMB ten thousand) Business (%)
Trading in Securities and  Fees and commission  Mainly including fees and 41.62 0.01%
Financial Products income commission income from
securities trading
Interest income Mainly including interest 12,691.44 0.84%
income from stock pledged
repurchase, resale or
repurchase in the interbank
market, return swap and
other businesses
Interest expense Mainly including interest 8,550.06 0.75%
expenses incurred from
deposits of clients, etc.
Accounts from Mainly including assets such 23,282.30 0.28%
securities agency as margin deposits from
trading clients
Short-term financial Mainly including subscription 10,031.34 0.34%
bills payable for income receipts, etc.
Repurchase transaction  Mainly including repurchase 1,632,697.50 -
volume transactions included in
businesses such as fixed
income investment
Bonds transaction Mainly including transactions 545,000.00 -
volume incurred from businesses
such as fixed income
investment
Rate Exchange Mainly including transactions 90,000.00 =
incurred from businesses
such as fixed income
investment
Bank Borrowings Mainly including bank 279,149.10 4.55%
borrowings from financial
leasing business, etc.
Interest payables Mainly including interest 253.44 0.08%

payables from financial
leasing business, etc.
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XV. MATERIAL CONTRACTS AND THEIR PERFORMANCE

() Custody, contracting and leasing matters

During the Report Period, the Company was not involved in any material custody, contracting
or leasing matters.

()  Guarantees

Unit: RMB
External guarantees provided by the Company (excluding the guarantees for subsidiaries)
Date of
Relationship provision
between of guarantee Related
guarantor and (execution ~ Commencing  Expiry Guarantee  Guarantee  Amount of Whether ~ parties
the listed Party  Amountof dateof dateof  dateof Guarantee  fulfiled  overdue quarantee counterguarantee  guarantee  Related
Guarantor company  Guaranteed  guarantee  agreement)  quarantee  guarantee type ornot  ornot  overdue exists ornot relationship
/ / / / / / / / / / / / / /
Total amount of guarantees incurred in the Reporting Period
(excluding the guarantees provided for subsidiaries) 0
Total balance of guarantees at the end of the Reporting Period (A)
(excluding the guarantees provided for subsidiaries) 0

Guarantees provided by the Company and its subsidiaries for its subsidiaries
Total amount of guarantees provided for subsidiaries during

the Reporting Period 2,997,984,000
Total guarantee balance provided for subsidiaries at the end
of the Reporting Period (B) 29,684,423,852

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

Total amount of guarantees (A+B) 29,684,423,852
Percentage of total guarantee amount to the net assets of

the Company 252%
Including:
Amount of guarantees provided to shareholders, de facto

controllers and their related parties (C) 0
Amount of debt guarantees directly or indirectly provided for

the parties guaranteed with the gearing ratio exceeding 70% (D) 22,243,097,800
Amount of the portion of total guarantee exceeding 50% of

net assets (E) 0
Total amount of the above three types of guarantees (C+D+E) 22,243,097,800
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Explanations on outstanding guarantee which may undertake joint and several liability for

repayment

Explanations on guarantees

On 27 April 2017, the Resolution on Provision
of Joint and Several Guarantee for Offshore Debt
Financing by Wholly-owned Offshore Subsidiary was
considered and approved at the 24th meeting of
the sixth session of the Board. On 8 June 2017, the
Company entered into the Loan Agreement as a
guarantor and provided joint and several guarantee
in respect of the syndicated loans of EUR200 million
for Haitong International Holdings, its wholly-owned
offshore subsidiary.

On 29 August 2016, the Resolution on Providing
Additional Guarantees for the Net Assets of HT
Asset Management and Increasing Contribution to
its Registered Capital was considered and approved
at the 18th meeting of the sixth session of the
Board, in which, the Company was approved to
provide additional guarantees of no more than
RMB4,000 million for the net assets of HT Asset
Management. The Company provided guarantees up
to RMB4,000 million for the net assets of HT Asset
Management and undertook to provide cash within
the abovementioned amount unconditionally to HT
Asset Management when it needs cash to carry
out business. The guarantees for the net assets are
effective from the date of approval by the Board.

On 9 February 2015, at the first extraordinary general
meeting for 2015 and the first A Shareholders’/H
Shareholders’ Class Meetings for 2015, the Company
considered and approved the Resolution on Increase in
Quota of External Guarantee, in which, the Company
was approved to provide joint and several guarantee
for the offshore wholly-owned subsidiary(ies) of the
Company for the issue of offshore debt financing
instruments on a one-off or multiple issuances or
multi-tranche issuances basis, through public or
non-public offerings, and the aggregate size of the
offshore corporate debt financing instruments should
not exceed 50% of the net assets of the Company as
at the end of the latest period.
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On 5 June 2015, the Company held the sixth meeting
of the sixth session of the Board, considering and
approving the Resolution on Provision of Joint and
Several Guarantee for Issuance of EUR Bonds by
Wholly-owned Offshore Subsidiary. Due to actual
condition of such issuance, it has been completed
in two tranches, and two Deeds of Guarantee were
signed. The Company signed the first Deed of
Guarantee on 18 May 2016, pursuant to which, the
Company provided joint and several guarantee for the
issue of EUR 100 million 1.6% bonds due 2021 by
Haitong International Finance Holdings 2015 Limited
(a wholly-owned offshore subsidiary of the Company).

The Company signed the second Deed of Guarantee
on 26 May 2016, pursuant to which, the Company
provided joint and several guarantee for the issue of
EUR 120 million 1.6% bonds due 2021 by Haitong
International Finance Holdings 2015 Limited (a
wholly-owned offshore subsidiary of the Company).

4. On 30 March 2016, the Company held the 15th
meeting of the sixth session of the Board, considering
and approving the Resolution on Providing Financing
Guarantees for Subsidiaries. On 26 May 2016, the
2015 annual general meeting of the Company
considered and approved the Resolution on Advising
General Meeting to Approve Authorisation to the
Board to Determine Provision of Guarantees for
Subsidiaries of the Company, whereby the Company
was approved to provide joint and several guarantees
for its wholly-owned subsidiaries (including those with
a gearing ratio of more than 70%) and controlling
subsidiaries in respect of their issuance of onshore
or offshore debt financing instruments (including
but not limited to bonds, subordinated bonds, ultra
short-term financing bills, short-term financing bills,
medium-term notes, notes and establishment of
note programmes) on a one-off or multiple issuance
or multi-tranche issuance basis through public
offerings or private placements, as well as domestic
or overseas bank loans (including but not limited to
bank credit, bank loans and syndicated loans), and
the aggregate amount of the external guarantees and
the individual amount of any guarantee provided by
the Company shall not exceed 50% and 10% of the
Company’s audited net assets as at the end of the
latest accounting period, respectively.
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On 31 May 2016, the Company signed Guarantee
Agreement and provided joint and several guarantee
in respect of the syndicated loans of EUR 750
million for Haitong Investment Ireland Public Limited
Company, its indirect wholly-owned offshore
subsidiary (“this guarantee”). This new financing
was made for the purpose of replacing the former
Euro loan of EUR 750 million (“NB loan”) provided
by Novo Banco, S.A. (“NB”) to Banco Espirito Santo
de Investimento, S.A. (now renamed as Haitong
Bank, S.A., “Haitong Bank”), the offshore subsidiary
of the Company. The resolution determined that the
principal amount of the guaranteed new financing
shall not exceed EUR 800 million, with a guarantee
term of no more than five years, and will repeal the
former guarantee provided by the Company for NB
loan.

Meanwhile, Haitong Bank signed bilateral loan
agreement with the guaranteed party and repaid
the former NB loan with the proceeds in advance
according to the agreement entered into with NB,
thus the former guarantee obligation of the Company
as to NB loan was discharged. Such discharged
guarantee was under a guarantee agreement signed
by the Company on 7 September 2015 for the
purpose of acquiring Haitong Bank, for which, the
Company was the guarantor, Banco Espirito Santo
de Investimento, S.A. (now renamed as Haitong
Bank, S.A.) was the guaranteed party and NB was the
creditor. The guarantee amount is EUR 750 million
(including principal and interest) and the guarantee
period is three years.

The financing agreement related to this guarantee
was signed on 31 May 2016. According to the
guarantee provisions of the agreement, the Company
is the guarantor, Haitong Investment Ireland Public
Limited Company is the guaranteed party, the London
Branch of China Construction Bank Corporation
is the lead bank and Frankfurt Branch of China
Construction Bank Corporation is the agent bank.
The guarantee amount is EUR 750 million (including
principal, interest, initiation fee and other fees to be
borne by the borrower) and the guarantee period is
five years.

On 13 April 2015, the Company held the third
meeting of the sixth session of the Board, considering
and approving the Resolution on Provision of Joint
and Several Guarantee for Issuance of U.S. Dollar
Bonds by Wholly-owned Offshore Subsidiary. The
Company provided joint and several guarantee for
the issue of USD670 million 3.5% bonds due 2020 by
Haitong International Finance Holdings 2015 Limited
(@ wholly-owned offshore subsidiary of the Company).
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6. In October 2013, the Company issued the first tranche
of offshore bonds (USD900 million) and the issuer is
Haitong International Finance Holdings Limited, an
indirect wholly-owned subsidiary of the Company. In
order to enhance the repayment security of the first
tranche of offshore bonds and lower the coupon
rate, according to the authorisation of the Company’s
first extraordinary general meeting in 2013, the
authorised persons of the Company confirmed that
guarantee would be provided for the first phase of
offshore bonds by Bank of China Singapore Branch by
way of opening standby letter of credit. Meanwhile,
according to the resolution of the 21st meeting of
the fifth session of the Board, the Company issued
to Bank of China a letter of counter-guarantee
regarding the standby letter of credit for the issuance
of first tranche of offshore bonds. The amount of
counter-guarantee including the principal, interest
and other relevant expenses of the issued first tranche
of offshore bonds. The guarantee is with joint and
several liabilities and it ends on the date which is six
months from the expiry of the standby letter of credit.

7. The Resolution on Providing Guarantee for the
Net Assets of Shanghai Haitong Securities Asset
Management Co., Ltd. was considered and approved
at the 12th meeting of the fifth session of the
Board, whereby the Company was approved by the
Board to provide, at any time, guarantees of no
more than RMB1,500 million for the net assets of
HT Asset Management, to ensure that it maintains
adequate net capital. On 9 June 2013, the CSRC
Shanghai Branch issued the Letter on No-objection to
the Issuance of Net Capital Guarantee Commitment
Letter by Haitong Securities Co., Ltd. to Shanghai
Haitong Securities Asset Management Co., Ltd. (Hu
Zheng lJian Ji Gou Zi [2013] No.145), consenting
the Company’s provision of guarantee commitment
of RMB800 million to HT Asset Management. The
Company has deducted net capital of RMB800 million
and correspondingly increased net capital of HT Asset
Management by RMB800 million.

(l) Other Significant Contracts

v Not applicable
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XVI. DESCRIPTION OF OTHER SIGNIFICANT EVENTS

(1) Capital Increase of Subsidiaries

1.

Completion of Capital Increase in HFT Investment and its Wholly-owned
Subsidiaries

In accordance with the Resolution on Capital Increase for HFT Investment Management
Co., Ltd. approved by the 19th meeting of the sixth session of the Board on 28 October
2016, the capital in the controlling subsidiary, HFT Investment, was increased by RMB150
million by turning retained earning into registered capital. After increasing the capital,
HFT Investment had a registered capital of RMB300 million, which is still held by Haitong
Securities as to 51% equity interest. The above capital increase was completed in June
2017.

In accordance with the Resolution on Capital Increase for Shanghai Fortune HFT Asset
Management Co., Ltd. by HFT Investment approved by the 19th meeting of the sixth
session of the Board on 28 October 2016, HFT Investment made an accrued capital
contribution of RMB80 million in cash to its wholly-owned subsidiary Fortune HFT in 2017.
As at 31 December 2017, Fortune HFT had a registered capital of RMB180 million, which
is held by HFT Investment as to 100% equity interest.

Completion of Capital Increase by Haitong Futures in its Subsidiary

In accordance with the Resolution on Capital Increase for Haitong Futures Hong Kong
Limited by Haitong Futures Co., Ltd. considered and approved at the 22nd meeting of the
sixth session of the Board on 24 February 2017, the controlling subsidiary, Haitong Futures
increased capital in its wholly-owned subsidiary, Haitong Futures Hong Kong Limited by
HK$40 million in May 2017, upon the completion of which, the registered capital of
Haitong Futures Hong Kong Limited reached HK$70 million.

In accordance with the Resolution on Increase in Registered Capital for Haitong Resources
by Haitong Futures considered and approved at the 28th meeting of the sixth session of the
Board on 12 January 2018, Haitong Futures plans to increase capital in its wholly-owned
subsidiary, Haitong Resources by RMB300 million in 2018. After the capital increase,
the registered capital of Haitong Futures will reach RMB500 million and its shareholding
structure will remain the same.
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Completion of Capital Increase in Haitong Bank

In accordance with the Resolution on Increasing the Capital in Haitong Bank considered
and approved at the 23rd meeting of the sixth session of the Board on 29 March 2017, as
at 31 August 2017, the Company increased capital in its wholly-owned subsidiary, Haitong
Bank by EUR418.5 million in cash via its wholly-owned subsidiary, Haitong International
Holdings; meanwhile, upon the completion of which, the registered capital of Haitong
Bank increased to EUR845 million.

Completion of Capital Increase by Haitong UT in its Subsidiary

In May 2017, Haitong UniTrust Financial Leasing (Shanghai) held the seventh meeting
of the first session of the Board, considering and approving the Resolution on Profit
Distribution of Haitong UniTrust Financial Leasing (Shanghai) for 2016, pursuant to which,
Haitong UniTrust Financial Leasing (Shanghai) is allowed to transfer its retained profits
of RMB160 million at the end of 2016 in proportion to shareholders’ respective capital
contributions to its registered capital, upon the completion of which, the registered capital
of Haitong UniTrust Financial Leasing (Shanghai) increased from RMB1.2 billion to RMB1.36
billion. The above capital increase was completed in August 2017.

()  Acquisition of, Incorporation of and Changes in Subsidiaries

1.

Disposal of subsidiaries by Haitong Bank

On 15 December 2017, Haitong Bank entered into a sale agreement with Haitong
International (BVI) Limited, a wholly-owned subsidiary of Haitong International Securities.
Pursuant to the agreement, Haitong International (BVI) Limited acquired the 100% stake in
Haitong (UK) Limited, a UK subsidiary held by Haitong Bank, and in Haitong Securities USA
LLC, a US subsidiary held by Haitong Bank. On 23 February 2018, Haitong International
Securities and Haitong Bank successfully completed the delivery of equities of the acquired
companies. Haitong (UK) Limited and Haitong Securities USA LLC officially became indirect
wholly-owned subsidiaries of Haitong International Securities.

Overseas acquisition by Haitong International Securities

On 28 February 2017, Haitong International Securities had acquired Haitong International
Financial Services (Singapore) Pte Limited (formerly G. K. Goh Financial Services (Singapore)
Pte Limited) for SGD12.49 million (equivalent of HK$67.98 million) in cash.
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Establishment of Subsidiaries by Haitong UT

In April 2017, Haitong UT incorporated Haitong UT Leasing HK in Hong Kong as its
wholly-owned subsidiary.

In June 2017, Haitong UT Capital incorporated Haitong UT Holdings in Hong Kong as its
wholly-owned subsidiary.

In June 2017, Haitong UT established Haitong UT Leasing Irish Holding Corporation Limited
via Haitong UT Leasing HK as its wholly-owned subsidiary in Ireland.

(1)  Other Matters of Subsidiaries

1.

Listing of Haitong Futures on NEEQ

The controlling subsidiary, Haitong Futures was approved on 29 December 2017 to be
listed on the National Equities Exchange and Quotations and was officially listed on 6
March 2018.

Launch of Listing of Haitong UT

As considered and approved at the 23rd meeting of the sixth session of the Board of
Haitong Securities in 29 March 2017 and the 2016 annual general meeting of Haitong
Securities on 6 June 2017, Haitong UT planned to spin off and be listed separately, publicly
issue foreign shares listed overseas (H shares) and be listed on the Main Board of the Hong
Kong Stock Exchange. On 21 June 2017, Haitong UT obtained the notice of acceptance
of application for administrative license issued by the CSRC. On 27 June 2017, Haitong
UT submitted the listing application (Form A1) to the Hong Kong Stock Exchange through
the joint sponsors to apply for the listing and approval of trading of Haitong UT H shares
on the Main Board of the Hong Kong Stock Exchange (hereinafter referred to as “the
listing application”). The listing application has been renewed on 28 February 2018 after
expiring in six months from the date of the listing application. At present, the listing of
Haitong UT H shares is still in progress.

According to the relevant regulations and guidelines of the CSRC and the Hong Kong Stock
Exchange, in order to avoid horizontal competition, reduce related/connected transactions,
and safeguard the interests of shareholders in the future, Haitong UT intends to directly or
indirectly acquire or hold via its Hong Kong subsidiary the 25% equity interest in Haitong
UniTrust Financial Leasing (Shanghai), Haitong UniFortune, and Gui‘an UT respectively
held by Haitong UT Capital. In accordance with the reorganization plan, in November
2017, Haitong UT Capital transferred its 25% equity interest in Haitong UniFortune held
by it to Haitong UT Holdings, a wholly-owned subsidiary of Haitong UT Capital. In January
2018, Haitong UT Capital transferred its 25% equity interest in Haitong UniTrust Financial
Leasing (Shanghai) to Haitong UT Holdings.
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Financing and Guarantees of Haitong UT Capital

According to the structure arrangement of overseas bond issuance plan, Haitong UT
Capital provides Unican Limited, a foreign issuer, with guarantees of USD220 million
incurred in 2017 and an outstanding balance of USD284 million and RMB1 billion at the
end of 2017.

Haitong UT Leasing HK organized overseas USD syndicated loans in August 2017 to
support overseas aircraft leasing projects with a total amount of USD133 million.

Bond Issuance of Haitong UT Capital and its Subsidiaries

In April 2017, the domestic corporate credit rating of Haitong UT was raised to AAA.

Haitong UT Capital successfully issued overseas USD private placement bonds in May and
September 2017 via Unican Limited, its special purpose vehicle, with a total amount of
UsD220 million.

In 2017, Haitong UT issued a total of five tranches of ultra short-term financing bonds with
a total amount of RMB4.6 billion; two tranches of corporate bonds with a total amount
of RMB2.5 billion; one tranche of short-term financing bonds with an amount of RMB1
billion; asset-backed securities and asset-backed notes with a total amount of RMB3.08
billion (including the subordinated); one tranche of private placement note (PPN) with an
amount of RMB800 million.

Appointment and Dismissal of Senior Management

On 31 October 2017, the Portuguese Central Bank approved the appointment of
the Chairman of the Board and Chief Executive Officer of Haitong Bank for the term
2017-2019, with Mr. Lin Yong serving as the Chairman of the Board and a non-executive
director of Haitong Bank and Mr. Wu Min serving as the Chief Executive Officer and an
executive director of Haitong Bank.

On 8 February 2018, Haitong International Holdings and its controlling subsidiary Haitong
International Securities completed the appointment and dismissal of the Chairman of the
Board, with Mr. Ji Yuguang retiring as the Chairman of Haitong International Holdings,
the Chairman and a non-executive director of Haitong International Securities; Mr. Qu
Qiuping serving as the Chairman of Haitong International Holdings, the Chairman and a
non-executive director of Haitong International Securities.
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XVII.LENVIRONMENTAL POLICIES AND PERFORMANCE AND ACTIVITIES FULFILLMENT
OF SOCIAL RESPONSIBILITIES

U

Poverty alleviation works of the listed company

2017 is the assault year for advancing the poverty alleviation, and also the important year for
the country targeting and deepening poverty alleviation. The Company continues to follow the
requirements of the Opinions of the China Securities Regulatory Commission on Serving the
State’s Strategy of Poverty Alleviation by the Functioning of Capital Market, and fully performs
its social responsibilities and spares no efforts in the work of poverty alleviation via poverty relief
through “one company to one county” pair-up and “one-county to one enterprise” pair-up,
comprehensive poverty relief through “urban areas to rurals” pair-up, capital market industries
supporting and poverty alleviation through social charity.

1. Plans for targeted poverty alleviation

In 2017, the keynote of poverty alleviation of the Company still focuses on the following
four aspects. Firstly, through entering into framework agreements for poverty relief
through “one company to one county” pair-up and “one-county to one enterprise”
pair-up, the Company promotes the sustainable development and stable growth of
regional economies of underprivileged counties, and helps the underprivileged to relieve
from poverty, striving to assist the local governments in completing local economy
transformation within three years and achieving the goal of poverty alleviation. Secondly,
taking advantage of its professional financial services and financial resources, the Company
focuses on financial poverty alleviation to promote stable developments of local economy
by using multi-level financing functions of the capital markets. Thirdly, during the process
of facilitating urban and rural integration in Shanghai, the Company continues to carry out
a new round of comprehensive rural poverty relief works that lasts for five years, actualizes
the plan for building beautiful villages and ecology in Chongming, and offers help to
underprivileged villages through urban and rural Party organizations pair-up in the rural
area of Shanghai to facilitate the development of local economy by taking various poverty
alleviation measures; Fourthly, the Company carries out public welfare charitable activities
and actively fulfill the social responsibility at the same time of creating economic benefits.
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Summary of targeted poverty alleviation during the reporting period

(1)

Firmly implementing targeted poverty alleviation strategy and carrying out the
activities of poverty relief through “one company to one county” pair-up and “one
county to one enterprise” pair-up

In 2016, the Company entered into framework agreements for poverty relief through
“one company to one county” pair-up with Lixin County of Bozhou City, Anhui
Province, Ningdu County of Ganzhou City, Jiangxi Province, and Shucheng County
of Lu’'an City, Anhui Province. On this basis, the Heilongjiang Branch signed a
memorandum of “one company to one county” services for poverty relief with Yanshou
County of Harbin City, Heilongjiang Province in December 2017. The Company actively
implemented targeted poverty alleviation strategy and deepened cooperation with the
local governments in fields like funds, finance, talents and consumption, in an effort
to build a long-term mechanism for poverty relief.

The Company will provide dedicated poverty alleviation funds of RMB1 million
annually to local governments of Lixin County, Shucheng County and Ningdu County,
targeting to support education, medical care and other livelihood support projects in
underprivileged counties.

By leveraging the advantages of the comprehensive financial platform of Haitong
Securities, the Company provided enterprises within the regions with all-round financial
services such as financial planning, bond issuance, listing, M&A and reorganization,
so as to expand financing channels for the pair-up regions and seek the patterns for
sustainable growth of local economy. In September and November 2017, the Company
entered into framework agreements for poverty relief through “one county to one
enterprise” pair-up with Anhui Lixin County Chunlei Agricultural Development Co., Ltd.
and Jiangxi Jiajun Baby Products Co., Ltd. to help the two companies to standardize
corporate governance, optimize internal financial controls, and enhance financing
capabilities and corporate image, so as to safeguard continuous business development.
In March 2017, the Company held lectures relevant to finance and capital market in
three cities of the two provinces. The business departments of the Company also carried
out on-site investigations and promoted businesses including corporate bonds project
of Lixin Chunlei Agricultural Development Co., Ltd., IPO plan of Lixin Rural Commercial
Bank, debt financing plan for Tier 2 capital of Shucheng Rural Commercial Bank, and
private placement of NEEQ-listed enterprise Jiangxi Yongtong Technology Co., Ltd.
(831705.00Q). in Ningdu. The Company successfully introduced the featured products in
three cities of the two provinces via online sales at the consumption poverty alleviation
platform and achieved poverty alleviation by industrial development. Meanwhile, the
Company continued to promote communication with cadres in the underprivileged
areas, and the working performance of cadres was highly affirmed by local governments
and Party committees.
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Leveraging on its own advantages, and introducing professional financial services
of capital market to poverty alleviation

The Company leveraged its advantages of securities and futures sectors and actively
explored the inclusive financial functions and mechanism of the capital market
to carry out targeted poverty alleviation in areas of investment banking, bond
financing, futures operation, capital investment and financial leasing. It supported
the underprivileged areas to broaden financing channels, lower financing costs
and avert market risks with business policies tending to the economic support for
underprivileged areas so as to bring in a multi-channel and multi-level situation for
poverty alleviation.

In 2017, the investment banking projects completed by the Company in
underprivileged areas included the IPO of Ningxia Jiaze New Energy Co., Ltd. with
an aggregate proceeds raised of RMB244.08 million, the debt-to-equity swap
and cash financing of NEEQ-listed Guizhou Sange Garden and Ecology Co., Ltd.
with an aggregate proceeds raised of RMB30 million, NEEQ private placement of
Mashangyou Technology Corp. Ltd, located in Hunan with an aggregate proceeds
raised of RMB27 million, and NEEQ private placement of Jiangxi Yongtong
Technology Co., Ltd. with an aggregate proceeds raised of RMB38.7 million.

Haitong Futures, a subsidiary of the Company, signed a memorandum of “one
company to one county” pair-up for targeted poverty relief with Sui County of
Henan Province and Yanchang County of Shaanxi Province successively, provided
customized OTC option risk management services for Qiongzhong County of Hainan
Province, Menghai County of Yunnan Province, Sui County of Henan Province and
Mingshui County of Heilongjiang Province, and protected agricultural products
from price decline. The nominal principal and hedging amount of the project have
reached RMB17.36 million. At the same time, Haitong Futures invested RMB900,000
in free aid to develop livestock and poultry breeding industry in Yanchang County of
Shaanxi province. The industry poverty alleviation comes to villages and households,
and promotes the poor households to increase their incomes steadily. It has helped
44 households or 112 persons to achieve goals of poverty elimination.

Haitong UT, a subsidiary of the Company, actively conducted its financial leasing
business in underprivileged counties in various industries, including health
care, education, industry, agriculture, construction, printing, forestry, energy,
environmental protection, and directly through leasing, lease-back, factoring,
entrusted loans and other methods, provided continuous equipment and funds
support to enterprises of more than 100 underprivileged counties (areas),
and invested a total amount of nearly RMB3 billion, making contribution for
the promotion of poverty relief and green sustainable development in the
underprivileged areas.
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(3)

“4)

Helping the construction of Chongming ecological island and implementing poverty
relief in the “doorway”

The year of 2017 is the last year since the Company and Chongming District
government entered into a framework agreement for comprehensive poverty relief.
During the five years of comprehensive poverty relief, the Company accumulatively
completed the provision of poverty alleviation funds of RMB25 million, continually
focused on the key self-reliance projects, and assisted Chongming in building a
modern agricultural demonstration area, promoting the “beautiful countryside”
action plan, and helping Chongming to realize the plan for construction of
international ecological island. In 2017, the Company continued conducting
poverty relief in Fuan Village of Jianshe Town of Chongming District, Jingzhan
Neighborhood Committee of Langxia Village of Jinshan District, and Guangming
Village in Xuangiao County of Pudong District in Shanghai through urban and rural
Party organizations pair-up activities, visits the local underprivileged on a regular
basis, holds various art and cultural activates for intelligence promotion, provides
education on inclusive finance to the local investors and further promotes those
pair-up activities.

Carrying out Charity and public welfare activities in many directions and actively
fulfilling corporate social responsibilities

While creating economic benefits, the Company is also committed to fulfilling
corporate social responsibilities through donations to education, poverty alleviation
and other public welfare activities. The public welfare brand of volunteer public
welfare activities continuously implemented by the Youth League Committee of the
Company — “In Haitong We Love"” gradually took root in people’s minds. In May
2017, the Youth League Committee organized the youth members in Shanghai to
carry out 5.20 Youth Welfare Hiking and Charity Sale Activities, targeting to help
Chetouwan Primary School of Ningdu County to improve the students’ learning
and living conditions. The Sichuan branch organized the Youth League members
to actively participate in the “Goodness Walker” running activities of China
Foundation for Poverty Alleviation, lively joining the public welfare. Xinjiang branch
established a helping relationship with Mengaiti County for many years, a target
poverty relief county of Xinjiang Securities Regulatory Bureau, subsidized the local
Uygur College Students for several years, and in 2017 donated RMB200,000 for
local infrastructure. Guangdong branch has actively participated in the large-scale
public welfare activities held by the Guangdong Radio and Television Station, and
disseminated the achievements of new rural construction through sports events.
Shanxi branch has launched activities of offering love for sanitation workers, set
up a love post station in the sales department, provided drinking water, microwave
ovens and rest places for sanitation workers, and donated medicines and labor
protection supplies. Gansu Wuwei Jianguo Street business department carried
out donation-for-education activities continuously for 7 years, and Harbin Yiman
Street business department carried out love-to-help-exam service continuously for
3 years. Public welfare activities have become a consensus among employees of
the Company and have been blended into its culture.
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Results of targeted poverty alleviation

SIGNIFICANT EVENTS

Unit:RMB0’000

Quantity and
Indicators status
I. Summary
Including: 1. capital input 935.98
2. Discount of materials /
3. number of reduction in registered
underprivileged population through
help and support (person) 15

Il. Itemized Input
1. Poverty alleviation through industrial
development
Including: 1.1 types of projects of poverty
alleviation through industrial
development

1.2 number of projects of poverty
alleviation through industrial
development

1.3 amount contributed to projects
of poverty alleviation through
industrial development

2. Poverty alleviation through ecological
conservation
Including: 2.1 project names

2.2 amount of contribution
3. Poverty alleviation through social participation
Including: 3.1 amount contributed to poverty
alleviation cooperation between
the east and west
3.2 amount contributed to targeted
poverty alleviation
3.3 poverty relief fund
4. other projects
Including: 4.1 number of projects
4.2 amount of contribution

v poverty alleviation through agriculture
and forestry

[ poverty alleviation through tourism

[ poverty alleviation through e-commerce

UJ poverty alleviation through asset
income

LI poverty alleviation through science
and technology

[ others

v development of ecological
conservation and construction

[J establishment of compensation
mechanism for ecological
conservation

[ creation of public welfare jobs for
ecological conservation

U others
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Further plans for targeted poverty alleviation

The year 2018 is the assault year for the country’s poverty alleviation work, and it is also
a decisive and sprint stage of building a moderately prosperous society in an all-round
way. Haitong Securities will continue to take targeted poverty alleviation as its unshirkable
social responsibility, and, with an aim to provide services in respect of the transition and
development of underprivileged areas and pull the underprivileged out of poverty, leverage
its own advantages to make achievements in the following four aspects:

Firstly, the Company continues to deepen the “one company to one county” pair-up
action. The Company will continue to push ahead with the financial poverty alleviation
projects in counterpart state-level underprivileged counties, and further cooperate
with local governments on financial poverty alleviation, industrial poverty alleviation,
consumption poverty alleviation, talent training and assistance fund utilization, etc.. In
2018, the Company will work with local government of pair-up counties to carry out
personnel and cadres two-way post-holding exchanges, in order to cultivate, train and
review cadres in the poverty alleviation. By “one-county to one enterprise” pair-up action,
the Company focuses on local top enterprises with development prospects, help enterprises
financing funds and talents, and provide a full range of support for pair-up counties to
realize regional transformation and development; Secondly, the Company continues to
deepen the financial and industry poverty alleviation, take advantage of the comprehensive
financial platform of Haitong Securities, focus on capital market industry poverty
alleviation, foster and expand the real economy, and accumulate potential for sustainable
development after poverty reduction and elimination; Thirdly, the Company expands the
pair-up result of Party organizations of urban and rural area of Shanghai in five aspects:
focus on economic development, help the poor people, help to cultivate talents, help to
improve the appearance of village and help culture construction, etc.; Fourthly, combining
the 30th anniversary of establishment of Haitong Securities, the Company enhances its
support for philanthropy. The Company will strive to expand the influence and profit of “In
Haitong We Love” public welfare brand, invite the Shanghai Insurance Exchange to design
personalized love insurance products to meet the needs of underprivileged areas, and carry
out “In Haitong We Love e Passing of Love” rural teacher training project and “In Haitong
We Love e Passing of Love” recycled computer classroom public welfare project, leading
employees to continue to work together in poverty alleviation through social charity, to
fully demonstrate the corporate social responsibility of Haitong Securities and the social
responsibility of Haitong Securities employees as financial practitioners.
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()  Environmental policies and performance and activity fulfilling social responsibilities

In terms of the environmental policies and performance, the Company has complied with the
comply or explain” provisions specified in “Environmental, Social and Governance Reporting
Guide” set out in Appendix 27 to the Hong Kong Listing Rules and actively assumed environmental
responsibility. During the Reporting Period, the Company did not find any environmental-related
violations. The Company continuously innovated green financial products and services, and provided
financing for green enterprises and green projects through multi-channel and multi-category green
financing instruments to contribute to the ecological civilization construction. The Company’s
green bond issuance has always been at the forefront of the market with the total amount of
green bond issuance reaching RMB38.5 billion in 2017, winning the second prize of Shanghai
Financial Innovation Achievement Award for the results of its green bonds. Meanwhile, the
Company has always adhered to green operation throughout the operation and management,
focused on environmental protection in all aspects of operation, and taken a variety of measures
to reduce the adverse effects of its operations on the environment and natural resources. In
addition to advocating energy conservation and emission reduction, promoting paperless office
and encouraging low-carbon transportation, the Company effectively reduced energy consumption
through technical means. In 2017, the Company’s data center cut the use of peripherals including
2,967 physical servers and a large number of displays by promoting technological innovations
such as virtualization and hyper-convergence in the transform of machine rooms, thus saving
about 420,000 kWh of electricity throughout the year. Due to its outstanding performance in
energy conservation and emission reduction, the Company won the “Excellent Energy Saving”
and "“Excellent Organization” awards for the 2017 Shanghai Special Competition for Energy
Conservation and Emission Reduction of Key Energy Use Organizations in Financial System.

For details of specific environmental policies and performance of the Company, its compliance
with such laws and regulations which may materially affect the Company, the important
relationship between the Company and its employees, customers and suppliers, please refer to
the 2017 Corporate Social Responsibility Report as published on the website of Shanghai Stock
Exchange (http://www.sse.com.cn), the website of Hong Kong Stock Exchange (http://www.
hkexnews.hk), and the Company’s own website (http://www.htsec.com) on 27 March 2018.

(1)  Environmental Information

1. Environmental Performance of Companies and Their Subsidiaries Listed by
Environment Protection Authority as Major Pollutant Discharge Entity

v Not applicable

(IV) Other explanation
v Not applicable

XVIIl. CONVERTIBLE CORPORATE BONDS

During the Reporting Period, the Company did not issue any convertible bonds neither relevant matters
thereof.
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CHANGES IN SHARE CAPITAL OF ORDINARY SHARES

0

()

Table of changes in ordinary shares

1.

Table of changes in ordinary shares

There were no changes in total ordinary shares or share capital structure of the Company
during the Reporting Period.

Particulars about changes in ordinary shares

There were no changes in the total number of ordinary shares or share capital structure
of the Company during the Reporting Period. As at the end of the Reporting Period, there
were 8,092,131,180 A Shares and 3,409,568,820 H Shares.

Effect of changes in ordinary shares on financial indicators such as earnings per
share and net assets per share for the most recent year and most recent period
(if any)

During the Reporting Period, there were no changes in the total number of ordinary shares
of the Company.

Other disclosures deemed necessary by the Company or required by securities
regulatory authorities

During the Reporting Period, there were no changes in ordinary shares of the Company.
There existed no other matters that either the Company considers necessary or the
securities regulatory authorities requires to disclose.

Changes in restricted shares

All shares of the Company are circulating shares, and there are no restricted shares of the
Company.
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U

Issuances of securities as at the end of the Reporting Period

SECTION VI CHANGES IN ORDINARY SHARES AND PARTICULARS ABOUT SHAREHOLDERS

Currency: RMB

Amount

Type of stocks approved for Date of
and derivative Date of Issue price listing and  termination of
securities issuance or rate Issue size Date of listing trading trading
Corporate bonds 25 November 2013 6.15% RMB2.35 billion 16 December 2013 RMB2.35 hillion 22 November 2018
Corporate bonds 25 November 2013 6.18% RMB2.39 billion 16 December 2013 RMB2.39 hillion 23 November 2023
Corporate bonds 14 July 2014 5.45% RMB4.55 billion 13 August 2014~ RMBA4.55 billion 11 July 2019
Corporate bonds 14 July 2014 5.85% RMBO.8 billion 13 August 2014 RMBO0.8 billion 11 July 2024
Corporate bonds 11 August 2017 463%  RMBS billion 24 August 2017 RMBS billion 7 August 2020
Corporate bonds 11 August 2017 480%  RMB1 billion 24 August 2017 RMB1 billion 9 August 2022
Corporate bonds 22 September 2017 4.99%  RMB5.5 billion 10 October 2017 RMB5.5 billion 20 September 2027
Corporate bonds 25 October 2017 4.77%  RMBO.5 billion 7 November 2017 RMBO.5 billion 22 October 2020
Subordinated bonds 8 April 2015 5.50%  RMB15 billion 11 May 2015 RMB15 billion 04 April 2018

06 April 2020*
Subordinated bonds 12 June 2015 5.38%  RMB5 billion 26 August 2015 RMBS5 billion 08 June 2018

10 June 2020*
Subordinated bonds 17 November 2016 330%  RMB4 billion 30 November 2016 RMBA4 hillion 14 November 2019
Subordinated bonds 17 November 2016 3.40%  RMB2 billion 30 November 2016 RMB2 billion 15 November 2021
Subordinated bonds 16 March 2017 4.80% RMB4.5 billion 30 March 2017 RMB4.5 billion 12 March 2020
Non-public corporate bonds 18 May 2016 3.60%  RMB15 billion 15 June 2016 RMB15 billion 15 May 2019

14 May 2020*
Non-public corporate honds 18 May 2016 3.80%  RMB5 hillion 15 June 2016 RMB5 hillion 13 May 2021
* In the event that the issuer determines to exercise its option of redemption, the date of termination

of trading will be determined according to the stipulation in the prospectus.
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Corporate bonds

The Proposal Regarding the Issuance of Corporate Bonds and Proposal Regarding the
General Mandate to Issue Corporate Bonds were considered and approved at the 16th
meeting of the fifth session of the Board on 26 March 2013 and the 2012 annual general
meeting of the Company held on 27 May 2013, respectively, pursuant to which the
chairman and general manager of the Company were authorized to jointly or individually
deal with all related matters regarding the issuance of corporate bonds at their sole
discretion. Upon approval by the CSRC with the Zheng Jian Xu Ke [2013] No.1220
issued on 25 September 2013, the Company was permitted to issue corporate bonds
with a total nominal value of no more than RMB23.0 billion to the public. The corporate
bonds were issued in tranches, and the issue time, size and other terms of each tranche
were determined by the Company upon negotiation based on factors such as market
conditions. The issue of the first tranche with a size of RMB12.0 billion was completed
on 27 November 2013, of which the issue size of the corporate bonds with a term of 3
years, 5 years and 10 years were RMB7.26 billion, RMB2.35 billion and RMB2.39 billion,
respectively. The issue of the second tranche with a size of RMB11.0 billion was completed
on 16 July 2014, of which the issue size of the corporate bonds with a term of 3 years, 5
years and 10 years were RMB5.65 billion, RMB4.55 billion and RMBO.8 billion, respectively.
In particular, 13 Haitong 01, a corporate bond with a term of 3 years issued in the first
tranche, had been expired and delisted on 25 November 2016, and relevant principal
and interests had been paid. Please refer to the announcement on the Shanghai Stock
Exchange for details. In particular, 13 Haitong 04, a corporate bond with a term of 3
years issued in the second tranche, has been expired and delisted on 14 July 2017, and
relevant principal and interests had been paid. Please refer to the announcement on the
Shanghai Stock Exchange for details.

According to the Proposal in relation to the General Mandate to Issue Domestic Debt
Financing Instruments considered and approved at the 15th meeting of the sixth session
of the Board on 30 March 2016 and the 2015 annual general meeting of the Company
on 26 May 2016, the Company applied to Shanghai Stock Exchange and the CSRC
China Securities Regulatory Commission and obtained the Reply on Approving the Public
Offering of Corporate Bonds to Qualified Investors by Haitong Securities Co., Ltd. (Zheng
Jian Xu Ke [2017] No. 408). The reply permitted us to publicly issue corporate bonds with
nominal value of no more than RMB12 billion to qualified investors. Based on the above
proposal and regulatory approval, during the Reporting Period, the Company issued three
tranches of corporate bonds. The issue of first tranche of RMB6.0 billion was completed
on 11 August 2017, of which the issue size of corporate bonds with a term of three
years and five years were RMB5.0 billion and RMB1.0 billion, respectively. The issue of
the second tranche with a size of RMB5.5 billion and a term of 10 years was completed
on 22 September 2017. The issue of the third tranche with a size of RMBO0.5 billion and
a term of three years was completed on 25 October 2017.
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2. Subordinated bonds

On 19 December 2014, the Proposal regarding the General Mandate to Issue Other
Onshore Debt Financing Instruments was considered and approved at the 32nd meeting
(extraordinary meeting) of the fifth session of the Board, which was subsequently
considered and approved at the first extraordinary general meeting of 2015 and the 2015
first A shareholders'/H shareholders’ class meetings of the Company held on 9 February
2015, respectively, pursuant to which the Company was approved to issue other onshore
debt financing instruments (excluding short-term financing bills of securities companies
and corporate bonds) on a one-off or multiple issuances or multi tranche issuances
domestically through public or non-public offerings, for a total value of not exceeding
200% of the net assets of the Company as at the end of the preceding period, and the
chairman and general manager of the Company were authorized to jointly or individually
deal with all related matters regarding the issuance of other onshore debt financing
instruments at their sole discretion. As at the end of the Reporting Period, the Company
has issued two tranches of subordinated bonds with an aggregate size of RMB35.0 billion.
The first tranche with an issue size of RMB15.0 billion was issued on 8 April 2015, the
term of which was five years and the issuer was entitled to redeem the bonds at the end
of the third year. The issuance of the second tranche of RMB20.0 billion was completed
on 12 June 2015, of which, the first type of the bonds was of RMB15.0 billion and with
a maturity of three years and issuer’s right of redemption was at the end of the second
year; the second type of the bonds was of RMB5.0 billion and with a maturity of five years
and issuer’s right of redemption was at the end of the third year. Specifically, regarding
to the bonds issued in the first tranche, 15 Haitong C2 with a maturity of three years,
the redemption right was exercised on 12 June 2017 with principal and interest fully
settled and was delisted. For details, please refer to the announcement on Shanghai Stock
Exchange.

The proposal in relation to the General Mandate to Issue Domestic Debt Financing
Instruments was considered and approved at the 15th meeting of the sixth session of the
Board on 30 March 2016 and at the 2015 annual general meeting of the Company on
26 May 2016, respectively. It was resolved that the Company may issue debt financing
instruments including but not limited to short-term financing bills of securities companies,
corporate bonds, short-term corporate bonds, asset backed securities (notes), income
receipts, subordinated bonds, subordinated debts, and other domestic debt financing
instruments which may be issued by the Company as approved by or filed with the CSRC,
the Securities Association of China and other relevant authorities in accordance with the
relevant requirements (excluding the inter-bank lending and the repurchase transactions
for daily liquidity operations), on a one-off or multiple issuances or multi-tranche issuances
domestically through public or non-public offerings, with the total amount not exceeding
200% of the net asset value of the Company as at the end of the preceding period. The
chairman and general manager of the Company were delegated by the Board under the
authorization of the general meeting to be the authorized persons for issuing onshore
debt financing instruments, and to jointly or individually deal with all matters regarding
the issuance of onshore debt financing instruments on behalf of the Company according
to the resolutions passed at the general meeting and the authorization granted by the
Board. With the approval of “Shang Zheng Han [2016] No.2080" issued by the Shanghai
Stock Exchange on 4 November 2016, the Company was approved to issue non-public
subordinated bonds with an aggregate nominal value no more than RMB30.0 billion
within PRC. The Company issued subordinated bonds totaling RMB6.0 billion in November
2016, of which, the first type of the bonds was of RMB4.0 billion and with a maturity of
three years; the second type of the bonds was of RMB2.0 billion and with a maturity of
five years. The Company issued non-public subordinated bonds of RMB4.5 billion with a

maturity of three years in March 2017.
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(1)

(m

(v)

Non-public issuance of corporate bonds

In accordance with the Corporate Bond Issuance and Trading Administrative Measures
(Zheng Jian Hui Ling Order No.113) and No Objection Letter to Haitong Securities Co.,
Ltd. on the Listing and Transfer of Non-public Issuance of Corporate Bonds issued by SSE
(Shang Zheng Han [2016] No.886), the Company issued non-public corporate bonds with a
size of RMB20.0 billion in May 2016, of which, the first type of the bonds was of RMB15.0
billion and with a maturity of four years and issuer’s right of redemption was at the end
of the third year; the second type was of 5.0 billion and with a maturity of five years.

Description on the issuance of securities of subsidiaries during the Reporting
Period

Due to the variations in the existing bonds of different subsidiaries during the Reporting
Period, no disclosure is made respectively.

Changes in total number of ordinary shares of the Company and shareholding structure
and assets and liabilities structure of the Company

v Not applicable

Information on existing internal employee shares

As at the end of the Reporting Period, the Company had no internal employee shares.

Repurchase, sale or redemption of securities of the Company

During the Reporting Period, neither the Company nor any of its subsidiaries has repurchased,
sold or redeemed the securities of the Company, other than trading of the securities by the
Company or its subsidiaries on behalf of the clients.

INFORMATION ON SHAREHOLDERS AND DE FACTO CONTROLLERS

0

Total number of shareholders

Total number of shareholders of ordinary shares 245,638 (of which 245,485 were holders
(accounts) as at the end of the Reporting Period of A Shares and 153 were holders of H

Shares)

Total number of shareholders of ordinary shares 249,401 (of which 249,249 were holders
(accounts) as at the end of the previous month of A Shares and 152 were holders of H
prior to the date of disclosure of the Shares)
annual report
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() Table of shareholdings of the top ten shareholders and the top ten shareholders of
circulating shares (or shareholders not subject to trading moratorium) as at the end of
the Reporting Period

Unit: Share
Shareholdings of the top ten shareholders
Changes in Number of Number
the number of shares held of shares  Particulars of shares
shares during as at the end of held subject pledged or frozen

Name of shareholders the Reporting  the Reporting to trading  Particulars Number
(Full name) Period Period Percentage moratorium  of shares  of shares Nature of shareholders
Hong Kong Securities Clearing 430,799 3,408,867,562 29.64% 0 Nil 0 Foreign legal person

Company Nominees Limited

("HKSCC Nominees Limited”)
China Securities Finance 205,516,388 563,548,259 4.90% 0 Nil 0 Others

Corporation Limited
Bright Food (Group) Co., Ltd. 0 402,150,000 3.50% 0 Nil 0 State-owned legal person
Shanghai Haiyan Investment 0 400,709,623 3.48% 0 Nil 0 State-owned legal person

Management Company Limited
Shenergy Group Company Limited 0 322,162,086 2.80% 0 Nil 0 State-owned legal person
Shanghai Electric (Group) -53,787,900 265,298,893 2.31% 0 Nil 0 State

Corporation
Shanghai Jiushi (Group) Co., Ltd. 0 235,247,280 2.05% 0 Nil 0 State-owned legal person
Shanghai Bailian Group Co., Ltd. 0 214,471,652 1.86% 0 Nil 0 Domestic non state-owned

legal person

Qilu Securities Asset Management 0 193,402,041 1.68% 0 Nil 0 Others

- |CBC - Qilu Bichen No. 10

Collective Asset Management

Scheme
Yunnan International Trust Co., 126,959,368 187,702,412 1.63% 0 Nil 0 Others

Ltd. - Ju Li No. 15 Single Fund
Trust
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Shareholdings of the top ten shareholders not subject to trading moratorium

Name of shareholders

Number of

circulating shares
held not subject to
trading moratorium

Type and number of shares

Type

Number

Hong Kong Securities Clearing
Company Nominees Limited
(“HKSCC Nominees Limited”)

3,408,867,562

Foreign shares listed overseas

3,408,867,562

China Securities Finance 563,548,259 RMB denominated ordinary shares 563,548,259
Corporation Limited

Bright Food (Group) Co., Ltd. 402,150,000 RMB denominated ordinary shares 402,150,000

Shanghai Haiyan Investment 400,709,623 RMB denominated ordinary shares 400,709,623
Management Company Limited

Shenergy Group Company 322,162,086 RMB denominated ordinary shares 322,162,086
Limited

Shanghai Electric (Group) 265,298,893 RMB denominated ordinary shares 265,298,893
Corporation

Shanghai Jiushi (Group) Co., Ltd. 235,247,280 RMB denominated ordinary shares 235,247,280

Shanghai Bailian Group Co., Ltd. 214,471,652 RMB denominated ordinary shares 214,471,652

Qilu Securities Asset Management 193,402,041 RMB denominated ordinary shares 193,402,041
— ICBC - Qilu Bichen No. 10
Collective Asset Management
Scheme

Yunnan International Trust Co., 187,702,412 RMB denominated ordinary shares 187,702,412
Ltd. — Ju Li No. 15 Single Fund
Trust

Notes:

. Among the H Shareholders of the Company, HKSCC Nominees Limited held the H Shares on behalf of the
non-registered shareholders.

2. In the table above, the shares held by HKSCC Nominees Limited are foreign shares listed overseas (H Shares)
and the shares held by other shareholders are RMB denominated ordinary A Shares.

3. The nature of shareholders of A Shares represents that of accounts registered by such shareholders in
Shanghai Branch of China Securities Depository and Clearing Corporation Limited.

4. As the shares of the Company are subject of margin financing and securities lending, the number of shares
held by a shareholder is calculated based on the aggregated number of shares and interests held by such
shareholder through ordinary securities accounts and credit securities accounts.
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()

Substantial shareholders and other persons’ interests and short positions in the shares

and underlying shares

As at 3

1 December 2017, so far as the Directors, having made all reasonable enquiries, are

aware, the following parties (other than the Directors, Supervisors and chief executive of the
Company) had an interest or short position in the shares or underlying shares, which is required

to be di
and has

sclosed to the Company under the provisions of Divisions 2 and 3 of Part XV of the SFO
been entered in the register kept by the Company according to section 336 of the SFO:

Percentage of Long position

Percentage of total issued A (Note 2)/
total issued Shares/ short position
Number of  shares of the ~ H Shares of (Note 3)/
Name of substantial Type of shares held Company the Company interests in
No. shareholders share Nature of interests (shares) (%) (%) lending pool
1. Maunakai Capital Partners H Share  Investment manager 272,590,000 2.36 7.99 Long position
(Hong Kong) Limited
2. BSA Strategic Fund | H Share  Beneficial owners 272,590,000 2.36 7.99 Long position
3. Insight Capital Management H Share  Investment manager 223,415,200 1.94 6.55 Long position
(Hong Kong) Limited
4, Insight Phoenix Fund H Share  Investment manager 223,415,200 1.94 6.55 Long position
5. Shi Jing H Share  Founder of discretionary trust 268,000,000 233 7.86 Long position
6. Wickhams Cay Trust Company H Share  Trustee (Note 1) 268,000,000 2.33 7.86 Long position
Limited
7. Abhaya Limited H Share  Interests in controlled corporation 268,000,000 233 7.86 Long position
(Note 1)
8. Vogel Holding Group Limited H Share  Beneficial owners (Note 1) 248,000,000 2.15 7.27 Long position
9. BlackRock, Inc. H Share  Interests in controlled corporation 175,859,928 1.52 5.15 Long position
H Share  Interests in controlled corporation 3,785,600 0.03 0.11 Short position
Note 1: Vogel Holding Group Limited holds 248,000,000 H shares of the Company. Abhaya Limited holds
248,000,000 and 20,000,000 H shares of the Company through its wholly-owned Vogel Holding
Group Limited and Union Sky Holding Group Limited, respectively, so it holds 268,000,000 H shares
of the Company in aggregate. Abhaya Limited is wholly-owned by Wickhams Cay Trust Company
Limited; Shi Yuzhu is a director of Abhaya Limited, and directors of Abhaya Limited are accustomed
to act in accordance with Shi Yuzhu's instructions. Therefore, Wickhams Cay Trust Company Limited
and Shi Yuzhu are deemed to have interest in 268,000,000 H shares held by Abhaya Limited.
Note 2: A shareholder has a “long position” if such shareholder has an interest in shares, including interests
through holding, selling or issuing financial instruments (including derivatives) under which: (i)
such shareholder has a right to purchase the underlying shares; (ii) such shareholder is under an
obligation to purchase the underlying shares; (iii) such shareholder has a right to receive money if
the price of the underlying shares increases; or (iv) such shareholder has a right to avoid or reduce
loss if the price of the underlying shares increases.
Note 3: A shareholder has a “short position” if such shareholder borrows shares under a securities borrowing

and lending agreement, or holds, sells or issues financial instruments (including derivatives) under
which: (i) such shareholder has a right to require another person to subscribe the underlying shares;
(ii) such shareholder is under an obligation to deliver the underlying shares; (iii) such shareholder
has a right to receive money if the price of the underlying shares declines; or (iv) such shareholder
has a right to avoid or reduce loss if the price of the underlying shares declines.

HAITONG SECURITIES CO., LTD.
Annual Report 2017 (H Share)

111



SECTION VI CHANGES IN ORDINARY SHARES AND PARTICULARS ABOUT SHAREHOLDERS

112

Save as disclosed above, as at 31 December 2017, the Company was not aware of any other
person (other than the Directors, Supervisors and chief executive of the Company) having any
interests or short positions in the shares or underlying shares of the Company which are required
to be recorded in the register pursuant to Section 336 of the SFO.

Directors, Supervisors and chief executive’s interests and short positions in the shares,
underlying shares or debentures of the Company and its associated corporations

As at 31 December 2017, according to the information obtained by the Company and so far
as the Directors are aware, the following Director(s), Supervisor(s) or chief executive of the
Company had the interests and short positions in the shares, underlying shares and debentures
of the Company or its associated corporation (as defined under the Part XV of the SFO), which
shall be notified to the Company and the Hong Kong Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests and short positions which are taken or deemed
to have under such provisions of the SFO) or which would be required, pursuant to section 352
of the SFO, to be entered in the register referred to therein, or would be required, pursuant to
the Model Code, to be notified to the Company and the Hong Kong Stock Exchange:

Percentage of  Long position
Percentage of total issued  (Note 1)/

total issued A Shares/  short position
Number of shares of H Shares of  (Note 2)/
sharesheld  the Company  the Company interests in
No. Name of Director(s)  Type of share  Nature of interests (shares) (%) (%)  lending pool
1. Liu Cheeming H Shares Beneficial owner 1,000,000 0.01 0.03  Long position

Note 1: A shareholder has a “long position” if such shareholder has an interest in shares, including interests
through holding, selling or issuing financial instruments (including derivatives) under which: (i)
such shareholder has a right to purchase the underlying shares; (ii) such shareholder is under an
obligation to purchase the underlying shares; (iii) such shareholder has a right to receive money if
the price of the underlying shares increases; or (iv) such shareholder has a right to avoid or reduce
loss if the price of the underlying shares increases.

Note 2: A shareholder has a “short position” if such shareholder borrows shares under a securities borrowing
and lending agreement, or holds, sells or issues financial instruments (including derivatives) under
which: (i) such shareholder has a right to require another person to subscribe the underlying shares;
(ii) such shareholder is under an obligation to deliver the underlying shares; (iii) such shareholder
has a right to receive money if the price of the underlying shares declines; or (iv) such shareholder
has a right to avoid or reduce loss if the price of the underlying shares declines.
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V1.

(v)

Strategic investors or general legal person having become one of the top ten shareholders
as a result of placing of new shares

During the Report Period, no strategic investor or general legal person has become one of the
top ten shareholders as a result of placing of new shares.

CONTROLLING SHAREHOLDERS AND DE FACTO CONTROLLERS

U

(1)

CONTROLLING SHAREHOLDERS
Specific explanation of non-existence of controlling shareholder of the Company

Due to the disperse shareholding of the Company, no shareholder directly held more than 5%
of the shares of the Company (excluding HKSCC Nominees Limited). HKSCC Nominees Limited
held shares on behalf of the non-registered H shareholders.

DE FACTO CONTROLLERS
Specific explanation of non-existence of de facto controller of the Company

The Company had no de facto controller.

OTHER INSTITUTIONAL SHAREHOLDERS HOLDING MORE THAN 10% OF THE
SHARES

During the Report Period, no other institutional shareholder of the Company held more than 10% of

the shares.

EXPLANATION OF RESTRICTION OF SHAREHOLDING REDUCTION

During the Report Period, the Company had no restriction to shareholding reduction.
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SECTION VIl PREFERENCE SHARES

During the Reporting Period, the Company did not have any matters relating to preference shares.
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SECTION VIl PARTICULARS ABOUT DIRECTORS, SUPERVISORS, SENIOR MANAGEMENT AND EMPLOYEES

I.  CHANGES IN SHAREHOLDING AND REMUNERATIONS

(1 Changes in shareholding and remunerations of current and resigned Directors,
Supervisors and Senior Management during the Reporting Period

Total
Number  Changes remuneration
Number of  of shares in the before tax
shares held ~ held at  number of received from Whether
atthe theend  shares the Company received
beginning ~ of the during the during the - remuneration
of the year year year Reporting ~ from related
Commencement  Ending dateof ~ (Unit:ten (Unit:ten  (Unit: ten  Reasons Period party of the
date of tenure for tenure for the thousand thousand  thousand for - (RMBten  Company
Name Position (Note) Gender Age the session session shares)  shares)  shares) changes thousand) or not
Zhou Jie Chairman, Executive Male 50 28 October 2016 30 December 2017 0 0 0 - 93.25 No
Director, Secretary of CPC
Party Committee
Qu Qiuping Executive Director, Male 56 30 December 2014 30 December 2017 0 0 0 - 164.55 No
General Manager,
deputy secretary of
(PC Party Committee
Yu Liping Non-executive Director ~ Female 55 8 June 2015 30 December 2017 0 0 0 - 0 Yes
Chen Bin Non-executive Director ~ Male 36 30 December 2014 30 December 2017 0 0 0 - 0 No
WuYuezhou  Non-executive Director ~ Male 58 18 August 2017 30 December 2017 0 0 0 - 0 No
Xu Jianguo Non-executive Director ~ Male 53 18 October 2016 30 December 2017 0 0 0 - 0 No
Zhang Xinmei ~ Non-executive Director ~ Female 58 30 December 2014 30 December 2017 0 0 0 - 0 Yes
ShenTiedong  Non-executive Director ~ Male 48 8June 2015 30 December 2017 0 0 0 - 0 Yes
Liu Cheeming ~ Independent non-executive  Male 66 30 December 2014 30 December 2017 100 100 0 . 30 Yes
Director
Xiao Suining ~ Independent non-executive  Male 69 30 December 2014 30 December 2017 0 0 0 - 31 Yes
Director
Feng Lun Independent non-executive Male 58 30 December 2014 30 December 2017 0 0 0 - Al Yes
Director
Zhang Ming Independent non-executive  Male 59 12 June 2016 30 December 2017 0 0 0 - 8 Yes
Director
Lam Lee G. Independent non-executive  Male 58 6 April 2017 30 December 2017 0 0 0 - 6 Yes
Director
Wang Hongxiang - Non-executive Director ~~ Male 61 30 December 2014 12 May 2017 0 0 0 - 13.6 No
(resigned)
LiGuangrong  Independent non-executive Male 54 30 December 2014 6 April 2016 0 0 0 - 15 Yes
(resigned) Director
Wu Hongwei ~ Vice chairman of the Male 51 15December 2017 30 December 2017 0 0 0 - 12.97 No
Supervisory Committee,
secretary of the discipline
inspection commission,
deputy secretary of
CPC Party Committee
LiLin Supervisor Male 55 30 December 2014 30 December 2017 0 0 0 - 0 Yes
Zheng Xiaoyun  Supenvisor Female 55 21 September 2015 30 December 2017 0 0 0 - 0 Yes
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Total
Number  Changes remuneration
Number of  of shares in the before tax
sharesheld ~ held at number of received from Whether
atthe theend  shares the Company received
beginning  of the during the during the - remuneration
of the year year year Reporting  from related
Commencement  Ending dateof ~ (Unit: ten (Unit: ten  (Unit: ten  Reasons Period  party of the
date of tenure for tenure for the thousand  thousand  thousand for (RMBten  Company
Name Position (Note) Gender Age the session session shares)  shares)  shares) changes  thousand) or not
Cheng Feng Supervisor Male 46 30 December 2014 30 December 2017 0 0 0 - 0 Yes
Chen Huifeng  Supenvisor Male 51 30 December 2014 30 December 2017 0 0 0 - 0 No
Feng Huang Supervisor Male 46 30 December 2014 30 December 2017 0 0 0 - 0 Yes
Song Chunfeng ~ Supenvisor Male 48 11 July2016 30 December 2017 0 0 0 - 0 Yes
Wang Meijuan ~ Employee Representative ~ Female 53 30 December 2014 30 December 2017 0 0 0 - 31439 No
Supervisor
Hu Hairong Employee Representative ~ Female 46 30 December 2014 30 December 2017 0 0 0 - 313.05 No
Supervisor
Song Shihao ~ Employee Representative ~ Male 48 8 July 2015 30 December 2017 0 0 0 - 2225 No
Supervisor
Rui Zhengxian  Employee Representative ~ Male 55 11 December 2017 30 December 2017 0 0 0 - 13.14 No
Supervisor
Shou Weiguang ~ Chairman of the Male 54 21July 2015 12 April 2017 0 0 0 - 0 No
(resigned) Supervisory Committee
Yang Qingzhong  Vice chaiman of the Male 61 30 December 2014 13 December 2017 0 0 0 S 12292 No
(resigned) Supervisory Committee,
secretary of the
discipline inspection
commission, deputy
secretary of CPC
Party Committee
Qiu Xiaping Employee Representative  Female 57 30 December 2014 11 December 2017 0 0 0 - 0 No
(resigned) Supervisor
Ren Peng Deputy General Manager ~ Male 55 30 December 2014 30 December 2017 0 0 0 - 147.76 No
Hiroki Miyazato  Deputy General Manager ~ Male 52 30 December 2014 30 December 2017 0 0 0 - 8.29 No
Pei Changjiang  Deputy General Manager ~ Male 52 30 December 2014 30 December 2017 0 0 0 - 145.92 No
Wang Jianye  General Compliance Male 57 30 December 2014 30 December 2017 0 0 0 - 483.88 No
Officer
Li Chugian Chief Financial Officer Male 60 30 December 2014 30 December 2017 0 0 - 483.88 No
Mao Yuxing Chief Information Officer ~ Male 46 19 September 2016 30 December 2017 0 0 0 - 452.88 No
Chen Chungian ~ Assistant to General Male 54 30 December 2014 30 December 2017 0 0 0 - 500.01 No
Manager
Li Jianguo Assistant to General Male 54 30 December 2014 30 December 2017 0 0 0 - - No
Manager
Zhang Xiangyang  Assistant to General Male 52 30 December 2014 30 December 2017 0 0 0 - - No
Manager
Lin Yong Assistant to General Male 48 30 December 2014 30 December 2017 0 0 0 - - No
Manager
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Name

Total
Number  Changes remuneration
Number of  of shares in the hefore tax
shares held ~ held at  number of received from Whether
atthe theend  shares the Company received
beginning  of the  during the during the - remuneration
of the year year year Reporting  from related
Commencement  Ending dateof ~ (Unit: ten (Unit: ten  (Unit: ten  Reasons Period party of the
date of tenure for tenure for the thousand thousand  thousand for ~ (RMBten  Company
Position (Note) Gender Age the session session shares)  shares)  shares) changes thousand) or not

Jiang Chengjun ~ Assistant to General Male 49 29March 2017 30 December 2017 0 0 0 - 54742 No

Du Hongbo

Pan Guangt

Ji Yuguang

Manager, Secretary to

the Board

Chief Risk Control Executive Male 54 12 May 2017 30 December 2017 0 0 0 - 246.88 No
a0 Assistant to General Male 46 12 May 2017 30 December 2017 0 0 0 - 358.48 No

Manager

Deputy General Manager ~ Male 60 30 December 2014 25 January 2018 0 0 0 - 147.76 No

(resigned)
Huang Zhenghong Secretary to the Board Male 42 12March 2015 29 March 2017 0 0 0 - 196.38 No
(resigned)

Total

/ / [ / 100 100 0 / 5,140.86 /

Note:

1.

The terms of the sixth session of the Board and the Supervisory Committee of the Company expired on 30 December
2017.As the nomination of candidates for the directors and the supervisors of the seventh session of the Board
and the Supervisory Committee has not been completed, and the election process of the Board and the Supervisory
Committee is still in preparation, in order to ensure the continuity of the work of the Board and the Supervisory
Committee, the election of the sixth session of the Board and the Supervisory Committee will be postponed, and
the terms of each special committee of the Board and senior management will be extended accordingly. Before the
completion of the election process, all the members of the sixth session of the Board, the Supervisory Committee
and the senior management of the Company will continue to perform their obligations and duties in accordance
with relevant laws, regulations and the Articles of Association of the Company. Please refer to the announcement
of the Company dated 28 December 2017 for more details.

Among the total remunerations before tax, remunerations income received by the Directors, Supervisors and senior
management during their terms of office, and the social insurance, housing fund and enterprise annuity paid by the
Company were included. Among which, those in foreign currencies shall be calculated based on the central party
rate of Renminbi for inter-bank Foreign Exchange Market published by China Foreign Exchange Trading Center on
31 December 2017.

The total remunerations mentioned above did not include remunerations senior management received from
subsidiaries, among whom, Mr. Hiroki Miyazato, deputy general manager of the Company, received remunerations
of RMB5,088.9 thousand from Haitong Bank, apart from the remunerations he received from the Company;
Mr. Lin Yong, assistant to General Manager of the Company, received his remunerations from Haitong International
Securities and the amount was RMB12,949.0 thousand; Mr. Li Jianguo, assistant to General Manager of the
Company, received his remunerations from Haitong International Holdings and the amount was RMB4,118.4
thousand; Mr. Zhang Xiangyang, assistant to General Manager of the Company, received his remunerations from
Haitong Capital and the amount was RMB11,322.8 thousand.

The total amount of remunerations before tax received by the Directors, Supervisors and senior management from
the Company during the Reporting Period mentioned above included performance bonus attributable to the year
of 2016.

The statistical standard of the remunerations received by the Directors, Supervisors and senior management from
the Company during the Reporting Period was based on their terms of office as Directors, Supervisors and senior
management. The remunerations received during their terms of office not as Directors, Supervisors and senior
management were excluded.

For detailed information about the remuneration of the Directors, Supervisors and senior management, please refer
to Note 62 to the Consolidated Financial Statements of this Report.
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Name Major Work Experience

Executive Directors (2)
Zhou Jie Born in 1967, a holder of a master’s degree of engineering. Mr. Zhou has served
(AR) as the Chairman of the Board since 28 October 2016, the secretary of CPC party

committee of the Company since July 2016. From February 1992 to June 1996,
Mr. Zhou served in the investment banking department of Shanghai International
Securities Co., Ltd. (E/8EEESER A F]). From June 1996 to December 2001,
Mr. Zhou served, successively, as the manager of investment department, the vice
general manager, and the chairman of the board of directors and the general
manager of Shanghai SIIC Asset Operation Co., Ltd. (/8 -t BEEKLLHRE Q7).
From December 2001 to April 2003, he was the director and general manager
of SIC Medical Science and Technology (Group) Limited. (/8835 ER

(@) BFRZA7]). From January 2002 to July 2016, he acted, successively, as the
executive director and the vice executive officer, the executive director and the
executive vice president, the vice chairman and chief executive officer of Shanghai
Industrial Holdings Limited (L8 &R B PR A F], listed on the Hong Kong Stock
Exchange under the stock code of 0363). From August 2004 to July 2016, he served,
successively, as the chief planning officer, the executive director and vice president,
the executive director and executive vice president, and the president and secretary
of CPC party committee of SIIC Shanghai (Holding) Co., Ltd. (E)& -8 (%£@) &
[R 2 7). From March 2010 to May 2012, he was the chairman of the supervisory
committee of Shanghai Pharmaceuticals Holding Co., Ltd. (F/8 5 B £ BN AR A
7], listed on the Shanghai Stock Exchange under the stock code of 601607; listed
on the Hong Kong Stock Exchange under the stock code of 02607), of which he was
the chairman of the board of directors and the secretary of CPC party committee
from June 2012 to June 2013 and from May 2016 to July 2016. Mr. Zhou has been
a non-executive director of Semiconductor Manufacturing International Corporation
(RIS EPR K B REAR AR, listed on the New York Stock Exchange under
the ticker symbol of “SMI”; listed on the Hong Kong Stock Exchange under the
stock code of 00981) since January 2009. Mr. Zhou has been a supervisor, the
chairman of the remuneration committee of Shanghai Stock Exchange, the president
of Shanghai Securities Association (/&5 R A ), the vice president of the
council of the Listed Companies Association of Shanghai (/& /A A% &), and
the representative of members of National Internet Finance Association of China (F
Bl BB 48 & R 1% &) since 2016, the vice chairman of Shanghai Financial Association
(LBERZEMASE), the president of Shanghai Association of Financial Planners (
FBemIBFATE), and an arbitrator of Shanghai Arbitration Commission (/&
HEZ B L) since 2017.
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Name

Major Work Experience

Qu Qiuping
(R F)

Born in 1961, a holder of a master’s degree in economics, a senior accountant.
Mr. Qu has served as an executive Director, the general manager and the deputy
secretary of CPC party committee of the Company since 25 June 2014. He was the
accountant, deputy section chief, Youth League secretary of Nanshi District Office
of the People’s Bank of China Shanghai (FEBIARE/T L8R MEMNERE) from
September 1980 to December 1983; the deputy section chief and section chief of
Nanshi District Office of the Industrial and Commercial Bank of China Shanghai
(FRTEET EETREMEMER) from January 1984 to September 1992; the
vice president of Nanshi Sub-branch of the Industrial and Commercial Bank of
China Shanghai Branch (F B T iR1T L8 M 217 M Z1T) from September 1992
to November 1995; the deputy head of the accounting and cashier department of
the Industrial and Commercial Bank of China Shanghai Branch (F B TEiRTT /&
M 17) from November 1995 to December 1996 (He was in charge of the party
and political work of Shanghai Jiading Sub-branch of the Industrial and Commercial
Bank of China (P B TrG#R1T_ L/8 M 32 E 2 17) from December 1995 to December
1996); the president and deputy secretary of CPC party committee of Shanghai
Baoshan Sub-branch of the Industrial and Commercial Bank of China (fF B TEiE1T
E/B™E L 7T) from December 1996 to March 1999; the head of the accounting
and clearing department of the Industrial and Commercial Bank of China Shanghai
Branch from March 1999 to December 1999; the assistant to the president of the
Industrial and Commercial Bank of China Shanghai Branch from December 1999
to June 2000; the vice president of the Industrial and Commercial Bank of China
Shanghai Branch from June 2000 to February 2005 (he was a visiting scholar at
University of Pennsylvania from September 2002 to September 2003); the vice
president of the Industrial and Commercial Bank of China Jiangsu Branch (A B T
R ERTTII &R & 9 1T) from February 2005 to September 2008; the deputy secretary
of CPC party committee and the vice chairman of the board of directors of Bank
of Shanghai (L/&3#R77) from September 2008 to November 2008; the president,
deputy secretary of CPC party committee and the vice chairman of the board of
directors of Bank of Shanghai from November 2008 to December 2010; the head
of the Work Coordination Department of the Dispatched Offices of the CSRC (
o 2 ES e R MR T 58 E6) from December 2010 to August 2012; and the
head of the Department of Unlisted Public Company Supervision of the CSRC (
PEBESIF LT AR RAREEE ) from August 2012 to April 2014. Mr. Qu has
been the director of Finance Service Committee of the China Association for Public
Companies (P FTARIHE L EARIEEEZEE) since November 2015, the
member of Expert Committee of the Finance Research Centre of Counselors’ Office
of the State Council(Bi§fr 2= =4 BAFSH ) since October 2016, the director of
the Shenzhen Stock Exchange since April 2017, and vice president of the Securities
Association of China (FFEIES%1%E) since January 2018. Mr. Qu has been the
chairman of the board of directors of Haitong International Holdings Limited (&
BB AR AR, the chairman of the board of directors, a non-executive
director, the chairman of the nomination committee and the strategic development
committee, and a member of remuneration committee of Haitong International
Securities Group Limited (B@BEIRFESFEEBRAF], listed on the Hong Kong
Exchange under the stock code of 00665) since February 2018.
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Name

Major Work Experience

Yu Liping

(FFATE)

7R A

Chen Bin
(PR )

Non-executive Directors (6)

Born in 1962, a holder of an MBA degree, a senior accountant, has served as a
non-executive Director of the Company since 8 June 2015 and as the vice president
of Bright Food (Group) Co., Ltd. GtRBHR M (5£E) BR A F]) since August 2010.
Ms. Yu served in several positions in Shanghai Light Industry Bureau (/&8 T %
B) and Shanghai Light Industry Company (Group) (_E/8 %8 T 3% (5£@ ) 2 7)) from
August 1996 to April 2006, including deputy chief of finance department, manager
of finance department and vice chief accountant. She was a member of CPC party
committee, vice president and chief financial officer of Shanghai Yimin Food Plant
No.1 (Group) Co., Ltd. (E/B=RRE M —H (£B) ER A F]) from August 2006 to
August 2008. Ms. Yu served as the chief financial officer of Shanghai Guangdian
(Group) Co., Ltd. (F/BEE (5£8) AR A 7)) from August 2008 to August 2010.
Ms. Yu served as the chairman of supervisory committee of Shanghai Yimin Food
Group (=R R MEE) from March 2015 to May 2017. Ms. Yu has been the
chairman of the supervisory committee of the NGS Supermarket (Group) Co., Ltd.
(BT miR™ (£8)BMR A7) since September 2013; the legal representative of
Shanghai Light Industry Company (Group) since March 2014; and the chairman of
supervisory committee of Bright Food Group Finance Co., Ltd. (tPFE R mEE 5
AR A)) since September 2014.

Born in 1981, a master postgraduate, has served as a non-executive Director of
the Company since 30 December 2014. He has been the deputy general manager
of Shanghai Haiyan Investment Management Company Limited (/&/&/@1% & &2
BRAF]) since February 2017. Mr. Chen served as an officer of the investment
management department of Shanghai Tobacco (Group) Company (/& /EE (£E)
7~ a]) from July 2003 to January 2010. He served, successively, as assistant to section
chief, section chief and assistant to head of investment management department
of Shanghai Tobacco (Group) Company ((E/&ZEE (£E) 2 7], now renamed as
Shanghai Tobacco Group Co, Ltd., E/BEBEEEBRE F2F]) during January 2010
to October 2016. He was the assistant to general manager of Shanghai Haiyan
Investment Management Company Limited from April 2014 to February 2017. Mr.
Chen has been a non-executive director of Orient Securities Company Limited (3
5 B HR DB R AF], listed on the Shanghai Stock Exchange under the stock code
of 600958 : listed on the Hong Kong Stock Exchange under the stock code of
03958) since October 2014.
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Name

Major Work Experience

Wu Yuezhou
(SBERAL)

Xu Jianguo
(FFEHE)

Born in 1959, a holder of a college degree from Shanghai University of Finance
and Economics, an accountant and has served as a non-executive Director of the
Company since 18 August 2017. Mr. Wu has been the deputy chief economist and
manager of asset management department of Shenergy Group Company Limited
(FHRE (@) AR A A)) since October 2016. Mr. Wu was the deputy chief officer
and chief officer of finance department of Shanghai Machine Tool Works Ltd. (L&
YGHEPRI) from August 1980 to December 1994, manager of financial planning
department of Shanghai Bund Housing Replacement Co., Ltd. (E/BNEEEEHA
[R 2 7)) from January 1995 to July 1999, manager of financial planning department
in replacement headquarters of Shanghai Jiushi Corporation (/A=A F]) from
August 1999 to February 2000. Mr. Wu has served in various positions in Shenergy
Group Company Limited since March 2000, including manager of investment
management department, secretary to supervisory committee and director of audit
office (concurrently the chairman of the board and the acting general manager of
Shanghai Shenergy Science and Technology Development Co., Ltd. (/& FRERIE
Z£E /2 7)) from January 2003 to June 2005).

Born in 1964, a holder of EMPACC degree, a senior accountant, has served as a
non-executive Director of the Company since 18 October 2016. He has been the
head of the financial budget department of Shanghai Electric (Group) Corporation
(EBER (£8) #8/27)) since April 2013. Mr. Xu worked in the finance department
and audit office of Shanghai Cable Works (_E/8E 4 ) from July 1984 to December
2001, inspection office of Shanghai Electric (Group) Corporation from January 2002
to March 2004 and the assets and finance department of Shanghai Electric Assets
Management Company Limited (E/8EREEEIEBRAA) from April 2004 to
September 2005, respectively. He served as an assistant to the financial manager
of the first management department of Shanghai Electric Assets Management
Company Limited from September 2005 to August 2008 during which period
he also served as the chief financial officer of Shanghai Li Da Heavy Industrial
Manufacturing Limited (B8 H#EE T &EFRE A ) from March 2006 to August
2008. From August 2008 to December 2009, Mr. Xu was the deputy head of the
assets and finance department of Shanghai Electric Assets Management Company
Limited. Form December 2009 to April 2013, he served as the deputy head of the
financial budget department of Shanghai Electric (Group) Corporation. Mr. Xu
served as a director of Shanghai Highly (Group) Co., Ltd. (L8832 (£8) iknE
22 \]) (listed on the Shanghai Stock Exchange under the stock code of 600619)
from June 2016 to December 2017, a director of Shanghai Electric Group Finance
Co., Ltd. (EF/BEREBEMEEREIE AR since April 2013. Mr. Xu has been a
director of Shanghai Life Insurance Company Ltd. (EEAFRBRIHGER A A)
since March 2015, the chairman of the supervisory committee of Shanghai Prime
Machinery Co., Ltd. (E/BSE B BRR A F]) (listed on the Hong Kong Stock
Exchange under the stock code of 02345) since May 2016. Mr. Xu also served as
a director of Shanghai Micro Electronics Equipment Co., Ltd. (/8 E TEEK
B RAF]) since June 2016, and a non-executive director of Orient Securities
Company Limited (375 & # % 1%H B R A R)) (listed on the Shanghai Stock Exchange
under the stock code of 600958; listed on the Hong Kong Stock Exchange under
the stock code of 03958) since November 2016. Mr. Xu has been the chairman
of the supervisory committee of Shanghai Highly (Group) Co., Ltd. (E/&/87 (%
B) i {n B PR A A (listed on the Shanghai Stock Exchange under the stock code of
600619) since December 2017.
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Zhang Xinmei
(SRFTH)

Shen Tiedong
(OL#EZ)

Born in 1959, a holder of an MBA degree, a senior accountant, has served as a
non-executive Director of the Company since 30 December 2014. She has been
the vice president of Shanghai Jiushi (Group) Co., Ltd (E/8AZE (£E) BRAF)
since December 2014. Ms. Zhang served as clerk, deputy section chief, section chief
and deputy head of finance department of the Shanghai Bureau of Metallurgical
Industry (_E/88% T @) from March 1981 to October 1995; deputy head, head of
finance department, and deputy chief accountant of Shanghai Metallurgical Holding
Group Corporation (/&8 &EREE A R]) during October 1995 to November
1998; manager of financial management headquarters and manager of capital
management headquarters of Shanghai Jiushi Corporation (/A %A F]) (currently
known as “Shanghai Jiushi (Group) Co., Ltd.”) during November 1998 to November
2004; chief accountant of Shanghai Jiushi Corporation from November 2004 to
December 2014. Ms. Zhang was a director of Shenyin & Wanguo Securities Co.,
Ltd. (SR B REHM D AR A 7], now known as Shenwan Hongyuan Group Co.,
Ltd. (FERREERMD AR AR (listed on the Shenzhen Stock Exchange under
the stock code of 000166) from 2012 to September 2016, the director of Shenergy
Co., Ltd. (FRBERX A BBR A7), listed on the Shanghai Stock Exchange under the stock
code of 600642)from June 2015 to May 2016. Ms. Zhang has been a supervisor
of China Pacific Insurance (Group) Co., Ltd. (FBIKFFRE (LB RHDBRAR)
since October 2015, and a supervisor of China Pacific Life Insurance Co., Ltd. (4
Bl K ¥ NSRRI B R A F]) since November 2015.

Born in 1969, a holder of doctor’s degree in economics, has served as a
non-executive Director of the Company since 8 June 2015. He has been the
vice chairman of the board of directors, vice secretary-general of the CPC party
committee and general manager of Liaoning Energy Investment (Group) Co., Ltd.
(BERINE (£8) AR EMTAA]) since December 2014. Mr. Shen was the
chairman in the university department of the Youth League Liaoning Committee
(EEEFEZELZE L) from June 1992 to June 1993, deputy head of the trust
department of Liaoning International Trust and Investment Company (& %4 Bl

SFEIRE A R]) from July 1993 to September 1999, head of the capital operatlon
department of Liaoning International Cooperation (Group) Co., Ltd. (EEAEBEEE
{E (& E) A 7)) from September 1999 to January 2002, and vice general manager
of Liaoning Energy Investment (Group) Co., Ltd. (EZRERIRE (£B) AREMT A
Al) from February 2002 to December 2009. Mr. Shen served in various positions
in the Panjin municipal government in Liaoning Province from December 2009 to
December 2014, including vice mayor, member of the standing committee of CPC
party committee and secretary-general.
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Independent non-executive Directors (5)
Liu Cheeming Born in 1951, a holder of bachelor’s degree in business administration, has served
(BIEH) as an independent non-executive Director of the Company since 28 November

2011. He has been the managing director of Platinum Holdings Limited (B {Z861%
f& B BR A R]) since 1996. Mr. Liu has been an independent non-executive director
of Starhub Ltd. (2 AR 7)) (a company listed on the Singapore Exchange under
the stock code of CC3) since August 2004, an independent non-executive director
of OUE Hospitality REIT Management Pte. Ltd. (ZEBSBEEHEELTEREARA
7)) and OUE Hospitality Trust Management Pte. Ltd. (CEBSE/EEEEIEAR A F)
(which are the REIT Manager and Trustee-Manager, respectively, of OUE Hospitality
Trust (a company listed on the Singapore Exchange under the stock code of SK7))
since June 2013, an independent supervisor of the supervisory committee of Dalian
Wanda Commercial Properties Co., Ltd. (K& & 3&E 8 = E AR (5 B R A 7)) since May
2015, an independent non-executive director of STT GDC Pte. Ltd. since October
2015. He has over 40 years' experience in the Asian financial service field. Mr.
Liu’s expertise in finance and strategy-making, as well as his working experience in
large enterprises worldwide and his relationship with them are valuable assets of
the Board of the Company. He is a member of the Takeovers Appeal Committee
under the Securities and Futures Commission of Hong Kong (B85 MEEEH
ERZEeMWEE LFFZ B ) and vice chairman of the Takeovers and Mergers
Panel (WIEREHEZES).
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Xiao Suining Born in 1948, has served as an independent non-executive Director of the
(H&E%E) Company since 27 May 2013. Mr. Xiao was the electrician and team leader at

the third subsidiary of Yunnan Hydropower Construction Company (E&7KF
ZEEEZAA]) from July 1968 to September 1971; the chief of mechanical and
electrical drainage, electrical technician and engineer at the Penshuidong Industrial
Zone at Hydropower Construction Company (7K F 2 E 2% A RIE KR TE) from
September 1971 to January 1975; the electrical designer, technician and engineer
at Yunnan Electrical Power Design Institute (EFME JJ&&%5TFT) from January 1975
to February 1984; the deputy director of the powerhouse of the power plant of
Electric Power Design Institute (8 /3% 5tFx) from February 1984 to August 1985;
the general manager at Kunming Yinding Industrial Co., Ltd. (EBFIR 2 EE N 7))
from January 1985 to August 1987; the acting general economist and the acting
general accountant at Yunnan Electrical Power Design Institute from August 1987
to September 1990; the director, the assistant to general manager of personnel
education division, the assistant to the president of Bank of Communications
Chongging Branch (RR#@IRTTEE 5 17) and the general manager of a real estate
development company, vice president and member of the CPC party committee of
Bank of Communications Chongging Branch from September 1990 to November
1995; the president and the secretary of the CPC party committee of Bank of
Communications Zhuhai Branch from November 1995 to August 1999; the president
and the secretary to the Party Committee of Bank of Communications Shenzhen
Branch from August 1999 to February 2007; the president and the chairman of
the board of Shenzhen Development Bank (&3IIZEEE1T) from February 2007 to
November 2012; the chairman of the board of directors and the general manager
of Tahone Investment Management (Ningbo) Co., Ltd. (K&AEREEE (K ) AR
2 a]) from July 2017 to January 2018. Mr. Xiao has been an independent director
of Beijing SPC Environment Protection Tech Co., Ltd. (At T FIRBEAMTAS
R A7), listed on the Shenzhen Stock Exchange under the stock code of 002573)
since July 2013 and an independent director of Zhongrun Resources Investment
Incorporated Company (FEERKERLBERAF]) (listed on the Shenzhen
Stock Exchange under the stock code of 000506) since August 2013. Mr. Xiao
has been an independent non-executive director of Nan Hai Corporation Limited
(P51 B R AR (listed on the Hong Kong Stock Exchange under the stock code
of 0680) since April 2016, and an independent non-executive director of China
Digital Information Co., Ltd. (FE&IE{ZEHER A F]) (listed on the Hong Kong
Stock Exchange under the stock code of 0250) since April 2016.
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Feng Lun

()

Zhang Ming
(5R"S)

Born in 1959, a holder of doctor’s degree in law and master’s degree in public
policy (MPP), has served as an independent non-executive Director of the Company
since 30 December 2014. He has been the chairman of Vantone Holdings Co.,
Ltd. (BREEERAHB B R AR since January 1993. Mr. Feng was a lecturer and
researcher at the Party School of the Central Committee of CPC (AR RER),
the Propaganda Department of the Central Committee of CPC (1 £Fh R 5 {EEE)
and National Committee for Economic System Reform (BIZR§&24Z) from September
1984 to December 1990. Mr. Feng founded Hainan Agricultural High Technology
Investment and Development Corporation (&2 ¥ STk E# A F3E AN R)
from January 1991 to December 1991 and Hainan Vantone Enterprise (Group) Co.,
Ltd. (Bra&@m 2 (5£8) AR A7) from January 1992 to December 1992, and
served as the chairman of its board of directors.

Born in 1958, a holder of doctor’'s degree in economics, a professor and senior
researcher, has served as an independent non-executive Director of the Company
since 12 June 2016. He currently lectures at the School of Accountancy of
Shanghai University of Finance and Economics (/88 & A E&:1267). Mr. Zhang
has lectured in Shanghai University of Finance and Economics since graduation
from this university in 1983 and has been the director of the teaching office, the
deputy director and then the deputy head of the School of Accountancy. He is
now a professor and doctoral supervisor in the same university. Mr. Zhang was
an independent non-executive Director of the Company from 8 May 2008 to 30
December 2014. He was an independent non-executive director of Shanghai Shenda
Co., Ltd. (L/BEZERMHER A A, listed on Shanghai Stock Exchange under the
stock code of 600626) from May 2010 to May 2016. He has been an independent
non-executive director of Shang Gong Group Co., Ltd. (F THE (5£8) RHAER
A \], listed on Shanghai Stock Exchange under the stock code of 600843) since
May 2009, an independent non-executive director of Shanghai Jingiao Export
Processing Zone Development Co., Ltd. (E/8&BHOMTEFEERMDAERA A,
listed on Shanghai Stock Exchange under the stock code of 600639) since June
2011, an independent non-executive director of Wuxi Commercial Mansion Grand
Orient Co., Ltd. (BEHEEARNEBERARFRMHBER LA, listed on Shanghai Stock
Exchange under the stock code of 600327) since May 2015, and an independent
director of Shanghai Pudong Development Bank Co., Ltd. (E/&HREREITR
BB AF], listed on Shanghai Stock Exchange under the stock code of 600000)
since May 2016.
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Lam Lee G.
(FRK18)

Born in 1959, a holder of doctor’s degree in philosophy, a Solicitor (formerly a
barrister-at-law) of the High Court of Hong Kong, a senior Fellow of the Hong
Kong Institute of Arbitrators and the Hong Kong Institute of Directors, an
Honorary Fellow of CPA Australia (CPPA), a senior Fellow of CMA Australia, and
an Honorary Fellow of the University of Hong Kong School of Professional and
Continuing Education, has served as an independent non-executive Director of the
Company since 6 April 2017, Non-Executive Chairman — Hong Kong and ASEAN
Region and Chief Adviser of Macquarie Infrastructure and Real Assets Asia since
May 2015. Mr. Lam has international experience in multinational corporation
management, management consulting, corporate governance, investment banking,
direct investment and fund management across the telecommunications/media/
technology (TMT), consumer/healthcare, infrastructure/real estates, energy/resources
and financial services sectors. He currently serves as independent or non-executive
directors of several listed companies and investment funds in the Asia Pacific
region. From 1981 to 2001, Mr. Lam held various senior management positions,
including chief executive officer, chief operating officer and general manager, at
leading enterprises in the telecommunications/media/high-tech, retail/consumer,
infrastructure/real estates and financial services sectors, including Bell Canada
(from June 1981 to December 1988), Ernst & Young (from April 1989 to November
1989), Hong Kong Telecommunications Ltd. (from November 1989 to August 1993),
New World Telephone Group Limited (from January 1995 to December 1996) and
Singapore Technologies Telemedia Pte Ltd which operates under Temasek Holdings,
a Singapore sovereign wealth fund (from April 2000 to September 2001). Mr.
Lam served as the vice president and partner, head of Greater China and head of
telecommunications/media/high-tech — Asia at the management consulting firm A.T.
Kearney, Inc. from July 1993 to January 1995; partner and Head — Global Chinese
at Heidrick & Struggles International, Inc. from December 1998 to October 1999;
vice chairman and chief operating officer of the investment banking division of BOC
International Holdings Limited from September 2001 to April 2003; and chairman
of the board, director and chief executive officer of CP Group/Chia Tai Group’s
various Asian subsidiaries from January 2003 to September 2006. From May 2007
to March 2015, he was Chairman-Indochina, Myanmar and Thailand (and formerly
Chairman-Hong Kong) of Macquarie Capital (Hong Kong) Limited. Mr. Lam was
formerly non-executive directors of ZH International Holdings Limited (formerly
known as Heng Fai Enterprises Limited, stock code: 185), DTXS Silk Road Investment
Holdings Company Limited (formerly known as UDL Holdings Limited, stock code:
620) and Roma Group Limited (Stock Code: 8072) (with a term of office from 13
September 2017 to 11 December 2017); also independent non-executive directors
of Ruifeng Petroleum Chemical Holdings Limited (stock code: 8096), Mingyuan
Medicare Development Company Limited (stock code: 233) and Imagi International
Holdings Limited (stock code: 585), the shares of all of which are listed on the Hong
Kong Stock Exchange.
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Mr. Lam currently serves as independent non-executive directors of CSI Properties
Limited (stock code: 497), Mei Ah Entertainment Group Limited (stock code: 391),
Vongroup Limited (stock code: 318), Glorious Sun Enterprises Limited (stock code:
393), Elife Holdings Limited (Stock Code: 223, formerly known as Sino Resources
Group Limited), Xi‘an Haitiantian Holdings Co., Ltd. (Stock Code: 8227, formerly
known as Xi‘an Haitian Antenna Holdings Co., Ltd.), Hua Long Jin Kong Company
Limited (Stock Code: 1682, formerly known as Highlight China lot International
Limited), Huarong Investment Stock Corporation Limited (Stock Code: 2277) and
Kidsland International Holdings Limited (Stock Code: 2122); non-executive directors
of Sunwah Kingsway Capital Holdings Limited (stock code: 188), China LNG Group
Limited (stock code: 931), China Shandong Hi-Speed Financial Group Limited
(Stock Code: 412), National Arts Entertainment and Culture Group Limited (Stock
Code: 8228) and Tianda Pharmaceuticals Limited (stock code: 455), the shares of
all of which are listed on the Hong Kong Stock Exchange. He currently serves as
independent non-executive directors of Asia-Pacific Strategic Investments Limited
(stock code: 5RA), Rowsley Limited (stock code: A50), Top Global Limited (stock
code: 519) and Singapore eDevelopment Limited (stock code: 40V), the shares of
all of which are listed on the Singapore Exchange. Mr. Lam is also an independent
director of Sunwah International Limited (stock code: SWH), whose shares are listed
on the Toronto Stock Exchange; an independent non-executive director of Vietnam
Equity Holding (stock code: 3MS), the shares of which are listed on the Stuttgart
Stock Exchange; and an independent non-executive director of AustChina Holdings
Limited (stock code: AUH, formerly known as Coalbank Limited), whose shares are
listed on the Australian Stock Exchange, and a non-executive director of Adamas
Finance Asia Limited (stock code: ADAM), whose shares are listed on the London
Stock Exchange.

HAITONG SECURITIES CO., LTD. '] 27
Annual Report 2017 (H Share)



SECTION'VIII" PARTICULARS ABOUT DIRECTORS, SUPERVISORS, SENIOR MANAGEMENT AND EMPLOYEES

Name

Major Work Experience

Wang Hongxiang
(EBH)

Li Guangrong
(FHE)

Resigned Directors (2)

Born in 1956, a holder of an MBA degree, a senior accountant, has served as a
non-executive Director of the Company from 16 May 2011 to 12 May 2017. He
was the deputy chief accountant of Shenergy Group Company Limited (FR&E (&
) BR A7) from December 1998 to September 2016. Mr. Wang has over 20
years of working experience in accounting and finance since he graduated from
university. Mr. Wang was an associate professor at Shanghai University of Finance
and Economics for years.

Born in 1963, a holder of doctor’'s degree in economics, has served as an
independent non-executive Director of the Company from 30 December 2014 to
6 April 2017. He has been chairman of Sinosafe General Insurance Co., Ltd. (ZEZ
B ERB %D B PR A A]) since December 2004. Mr. Li served as the section chief of
the Finance and Trade Office of Hunan Provincial People’s Government (#E& A
REHTEAE#E) from July 1987 to April 1993; manager of the securities department
of Bank of China Hunan Branch (B R1T)#F54& 5 1T) from April 1993 to October
1995; general manager of business development department of China Everbright
Bank Guangzhou Branch (¢ KEE1TE M 517) from October 1995 to December 1997.
Mr. Li has been the chairman of Tehua Investment Holding Co., Ltd. (FFEERE
f& B BR A7) since January 1998,; and executive director, chairman of the advisory
committee to the board of directors of China Minsheng Investment Group (FFEI R
AR ERN AR AT since June 2014,
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Wu Hongwei
(RALE)

Employee representative Supervisors (5)

Born in 1966, graduated from the Department of Mechanical Engineering of
Shanghai Jiao Tong University with a bachelor’s degree in engineering in 1990, and
obtained a master’s degree in business administration of School of Management
of Fudan University in 2000 and a title of researcher. Mr. Wu has been serving
as a Supervisor of the Company since 13 December 2017, the vice chairman of
the Supervisory Committee of the Company since 15 December 2017, the deputy
secretary of CPC party committee and secretary of discipline inspection committee
of the Company since September 2017. From July 1990 to June 2001, Mr. Wu
served the following positions in Unit 801 of Shanghai Aerospace Administration
(B8 AB801FT): a designer, project leader, assistant to the director, deputy
director of the Research Plan Office (later renamed as the “Science and Technology
Office”) from July 1990 to January 1997, during which period, he also served as
the secretary of the Science and Technology Committee from August 1995 to
January 1997; the director of the Personnel Security Department and the secretary
of the Science and Technology Committee from January 1997 to March 1997, the
director of the Administration Department and the director of Personnel Security
Department from March 1997 to October 2000; the deputy secretary of CPC party
committee, the secretary of discipline inspection committee, and the director of
the Administration Department from October 2000 to June 2001, during which
period, he also served as the chairman of the Labor Union from March 2001 to June
2001. From June 2001 to April 2004, Mr. Wu served as the secretary of CPC party
committee of Shanghai Xinguang Telecom Factory (_E/&#1 3¢ E:1E). From April
2004 to January 2015, Mr. Wu served the following positions in the Social Work
Committee of CPC Shanghai Municipal Committee (F & ETmH @ TEZEE);
the deputy director of the Human Resources Department (in charge of operations)
from April 2004 to January 2006; the director of the Human Resources Department
from January 2006 to June 2011; and the Secretary-General from June 2011 to
January 2015. Mr. Wu was appointed as the secretary of the discipline inspection
committee of the State-owned Assets Supervision and Administration Commission
of Shanghai Municipal Government (the “Shanghai SASAC") from January 2015 to
April 2015, the leader of Dispatched Discipline Inspection Office of the Discipline
Inspection Committee of CPC Shanghai Municipal Committee to the CPC party
committee of the Shanghai SASAC (FH LML EREZESH LEMEELZE
Z i), and a member of CPC party committee of the Shanghai SASAC from
April 2015 to September 2017.
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Wang Meijuan
S C))

Hu Hairong

(HHER)

Born in 1964, a holder of a master’'s degree in economics, a senior accountant, has
served as a Supervisor of the Company since 30 December 2014. She has been the
general manager of the audit department of the Company since March 2011. Ms.
Wang was a lecturer of the Management and Engineering Department of Shanghai
Institute of Building Materials (E/8EMEEE TER) from January 1988 to
October 1994, and a senior manager of Da Hua Certified Public Accountants (X
FE2HEMEEFT) from May 1992 to May 2001. She served in various positions in
the Company, including manager of audit department from May 2001 to August
2001, assistant to general manager of audit department from August 2001 to
March 2002, deputy general manager of audit department from March 2002 to
May 2006, deputy general manager of risk control headquarters (with benefits as a
general manager) from May 2006 to September 2006, and chief auditor and deputy
general manager of risk control headquarters (with benefits as a general manager)
from September 2006 to March 2011. Ms. Wang served as the chairman of the
supervisory committee of Haitong Futures Corporation (8@ EiE AR A F]) from July
2005 to March 2016, and has been the chairman of the supervisory committee of
Haitong Futures Co., Ltd. (BREAE D AR A 7)) since March 2016, a director of
Haitong Capital Investment Co., Ltd. (8@ TR E AR A F]) since October 2008,
a supervisor of Jilin Modern Agricultural and Emerging Markets Investment Fund
Limited (EMARAKREBEMFTEELREESL AR AR]) since December 2010, a
director of Xi'an Aerospace New Energy Industry Investment Fund Co., Ltd. (/&
TMAFEREEESILEABMRAR]) since January 2011, a supervisor of Haitong
Innovation Securities Investment Co., Ltd. (BBAIFTE S E B R A 7)) since April
2012, a non-executive director of Haitong International Securities Group Limited (&
BREEEAFEEAR AT, listing on the Hong Kong Exchange under the stock code
of 00665) since September 2012, a supervisor of Haitong UniTrust International
Leasing Corporation (/@@ 18EEIREE B R A7) from January 2014 to May 2017,
the chairman of the supervisory committee of Haitong UniTrust International Leasing
Co., Ltd. (B BEZBEEER D EBR A F]) since May 2017, a supervisor of Haitong
UniTrust Finance & Leasing Corporation (Shanghai) (BB R EHE (L)§) AR A
Al) since April 2014, a supervisor of Haitong UniFortune International Leasing Co.,
Ltd. (BREERBAEGR A R]) and a supervisor of Shanghai UniCircle Investment
& Development Corporation (E/8ZE& & ZEEABRAA) since May 2014,

Born in 1971, a holder of a bachelor’s degree in law, an economist, has served as
a Supervisor of the Company since 30 December 2014. She has been the director
of the department of Party-Masses relationship and deputy general manager of the
human resources department of the Company since March 2013. Ms. Hu worked
in various departments of the Company, including the Shanghai Baoshan business
department from July 1993 to June 1995, Shanghai business headquarters from
June 1995 to May 1996, the office of general manager from May 1996 to March
1998, as deputy section chief of foreign affairs section of the office of general
manager from March 1998 to March 2001, as deputy section chief and section
chief of assignment section of the human resources development department from
March 2001 to May 2005, assistant to general manager of the human resources
development department from May 2005 to December 2010, and deputy general
manager of the human resources development department from December 2010 to
February 2013. Ms. Hu has been a director of Haitong Creative Capital Management
Co., Ltd. (BBAIZEEAEEHFR2AF]) since June 2012 and the vice chairman of
the trade union of the Company since December 2014.
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Song Shihao
(RH5E)

Rui Zhengxian

(IR E)

Born in 1969, a holder of an MBA degree, has served as a Supervisor of the
Company since 8 July 2015. He has been the general manager of the Securities
Finance Department of the Company since March 2017. Mr. Song served as a
teacher at the Baotou Steel Company Fifth Middle School (£ 585 A 715 7 A £2)
from July 1992 to June 1996. He served at the Baotou Trust Investment Company
(BEEEFEIRE A R]) from June 1996 to March 2000, serving as the manager of the
securities business department and manager of the trust business department. He
worked at the Tianjin Business Department of the Company from March 2000 to
March 2006, serving as an assistant to the general manager and deputy general
manager. He served as the deputy general manager of the Lanzhou Business
Headquarter of the Company from March 2006 to August 2009 (in charge of
operations). He worked at the Gansu Branch of the Company from August 2009
to February 2012, serving as general manager. He worked at the Operating
Centre of the Company from September 2011 to January 2013, serving as deputy
general manager. He was deputy general manager (in charge of operations) of the
Compliance and Risk Management Headquarter of the Company from January 2013
to April 2016, and the general manager of the Compliance and Risk Management
Headquarter of the Company from April 2016 to March 2017. He was a director of
Shanghai Haitong Securities Asset Management Company Ltd. (L8 BESFEES
EAHRAR]) from April 2013 to October 2016. Mr. Song has been a supervisor of
Shanghai Haitong Securities Asset Management Company Ltd. since October 2016.

Born in 1962, graduated from the Department of Mathematics of East China
Normal University with a bachelor’s degree in science in 1984 and obtained a title
of assistant researcher. Mr. Rui has been serving as a Supervisor of the Company
since 11 December 2017, the deputy general manager of the Human Resources
Department of the Company since November 2014, and a member of the Discipline
Inspection Committee of the Company since November 2015. Mr. Rui served as an
instructor in the Training Department of Shanghai Garrison Training Group (/&
LB R HUE KPR FI%REE) from July 1984 to February 1988, and conducted research
work in the Institute of Demographic and Development Studies, Shanghai Academy
of Social Sciences (/& @RIEpT A O B2 R AFITAT) from February 1988 to March
1996. Mr. Rui served in the following various positions in the Company from March
1996: a commissioner in the Supervisory Office from March 1996 to March 2001;
the deputy section chief of the Second Section of the Supervisory Office from
March 2001 to June 2002; the section chief of Labour and Capital Section of the
Human Resources and Development Department from June 2002 to March 2007;
the section chief of Cadre Section of the Human Resources and Development
Department from March 2007 to March 2008; an assistant to general manager of
the Human Resources and Development Department and the section chief of Cadre
Section of this department from March 2008 to April 2014; and an assistant to
general manager of the Human Resources Department from April 2014 to November
2014. Mr. Rui has also been a supervisor of Haitong Capital Investment Co., Ltd. (
BRI E B R /AR]) since October 2008, and a director of Haitong Innovative
Capital Management Co., Ltd. (B EIFT EREIR B R A F]) since November 2016.
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Shareholder Representative Supervisors (6)

Li Lin Born in 1962, a holder of an MBA degree, has served as a Supervisor of the

() Company since 27 May 2013. He has been the chief financial officer of Bright Food
(Group) Co., Ltd. GkBAR M (5£&) AR A 7)) since April 2014. From July 1984 to
December 1996, Mr. Li was the lecturer of School of Accountancy of Shanghai
University of Finance and Economics (B8 & KES:HERR). He served as the
deputy chief accountant of Shanghai Huaihai Commercial (Group) Co., Ltd. (E/&
HESEE (5£8) BPR A7) from January 1997 to March 2001, the deputy financial
controller of Shanghai NGS (Group) Corporation (_E/&2 T ((£8) #&2 7)) from
April 2001 to June 2001, the director, the vice president and the chief financial
officer of Shanghai Urban Agro-Business Co., Ltd. (/8T &8 2R+ D AR A 7))
from July 2001 to August 2007, and the director, the vice president and the chief
financial officer of NGS Real Estate (Group) Co., Ltd. (2T EEME (£8)RHAE
[R 2 7]) from September 2007 to July 2010. He served as the general manager of
finance department in Bright Food (Group) Co., Ltd (G¢tFAE & (.2 @) AR A &) from
August 2010 to April 2014. Mr. Li has been the chairman of Bright Food Group
Finance Co., Ltd. CtBAR MEBE AR A ) since December 2014, a director of
Sailing Capital Management Co., Ltd. (B{EE AEEH R A 7)) since October 2014
and a director of Sailing Capital International Fund (Shanghai) (BB E RS

(_E3%8)BR A7) since October 2014.

Zheng Xiaoyun Born in 1962, a holder of a master’s degree in accounting, a senior accountant, has
(EB/NE) served as a Supervisor of the Company since 21 September 2015. She has been the

chief financial officer of Shanghai Bailian Group Co., Ltd. (S BEtEBER N BR A
7)) (listing on the Shanghai Stock Exchange under the stock code of 600827, the
"Shanghai Bailian”) since June 2015, and the secretary to the board of Shanghai
Bailian since August 2015 and a director of Shanghai Bailian since June 2017. Ms.
Zheng held various positions at Shanghai Forever Co., Ltd. (E/8K ARMDBER A
Al) where she successively served as the accountant, the assistant to manager and
the deputy manager of the finance department from September 1982 to July 1999.
From July 1999 to March 2002, she served as the chief financial officer of Shanghai
Advertising and Decorating Company (/8 E &% &2 R]). She served as the deputy
manager of the finance department of Shanghai Yibai (Group) Co., Ltd. (E/&8—H5 (
£ &) BE A7) from March 2002 to December 2002, served as the chief financial
officer of Shanghai Quanfang Investment Management Co., Ltd. (E/8&2HREE
EHRRA7A]) from December 2002 to October 2003, served as the chief financial
officer of general operation department of Shanghai Bailian Group Co., Ltd. from
October 2003 to July 2005 and served as the chief financial officer of Shanghai
Bailian Investment Management Co., Ltd. (LB EEREER AR A A]) from July
2005 to August 2010. She served as the chief financial officer of Shanghai Bailian
Group Assets Management Co., Ltd. (E/BA#MEBEELLEIE AR A A) from
August 2010 to July 2014, served as the chief financial officer of Shanghai Bailian
E-Commerce Co., Ltd. (LB BEEFEBER A F]) from July 2014 to June 2015,
and served as a director of Shanghai Baihong Trading Co., Ltd. (B8 B4IE%EE
2B RAF]) and the chairman of the board of directors of Hualian Group Assets
Custody Co., Ltd. CEBtEEE B EFEE GRAF]) from March 2014 to July 2014.
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Cheng Feng
(2 1&)

Born in 1971, a holder of an MBA degree, has served as a Supervisor of the Company since
30 December 2014. He has been the member of CPC party committee and the deputy
general manager of Shanghai United Media Group (L/8%R%% @) since October 2013.
From July 1994 to March 1995, Mr. Cheng worked in the student group in the School of
Management of Shanghai Jiao Tong University; from March 1995 to May 1996, he worked in
the Department of Foreign Economic of Shanghai Foreign Economic and Trade Commission
(LETHIMEEE HZ B EIMEEE); from May 1996 to February 2001, he worked in the
Youth League of Shanghai Foreign Economic and Trade Commission holding such positions
as the deputy secretary and the secretary; from February 2001 to June 2002, he served as
vice president (on job training) of Shanghai Electrical Machinery Group Import & Export Co.,
Ltd (b8 #mE Y O (£8) AR A8]); from June 2002 to April 2005, he served as deputy
director and director at the Office of Technology Import and Technological Development and
Technology Trade Office of Shanghai Foreign Economic and Trade Commission (/&%)
KRR & e RinE N ENEHEREERMTE $5E); from April 2005 to October 2013, he
worked in Shanghai International Group (_E/&BIFX & ) holding such positions as director
of the general office, head of the information centre, general manager of the administration
headquarter (concurrently the chairman and general manager of Shanghai Guo Sheng Pawn
Co., Ltd. (L/HBEIBHEEFRAF]), the deputy secretary of CPC party committee, general
manager, secretary of CPC party committee and chairman of Shanghai International Group
Financial Services Co., Ltd. (E/BEIEEESRREER2AE]), the secretary of CPC party
committee and chairman of Shanghai State-owned Assets Operation Co., Ltd. (L /BEAEE
E B A F]). Mr. Cheng has been the chairman of Shanghai Shangbao Asset Management
Co., Ltd. (BB E3REEZB R AR A F]) since March 2014, the director of Shanghai Xinhua
Publishing Group Limited (L/&8#73&1TE&E AR F]) and Shanghai XinHua Media Co.,
Ltd. (ES#EEERM AR A, listing on the Shanghai Stock Exchange under the stock
code of 600825) since May 2014, the Chairman of Shanghai Shangbao Chuanyue Properties
Development Co., Ltd. (B8 EREHREXZHREBRAF]) since August 2014, the executive
director of Shanghai Wenhui and Xinmin Industry Co., Ltd. (/8 XEFREZ AR A7) since
September 2014, the chairman of the supervisory committee of Jiemian (Shanghai) Network
Technology Co., Ltd. (R (_ £)8) @4 EHE AR A ) since September 2014, the director of
Shanghai Oriental Pearl Real Estate Co., Ltd. (F/B8R FBAMKEHEBR A R) since October
2014, the Chairman of Shanghai Real Power Capital Co., Ltd. (L8 HIREESEEAR
A7), the executive director of Shanghai Shenwen Industry Co., Ltd. (F/BHEEEBEAREA
&) since May 2015, the Chairman of Shanghai East Ticket Co.,Ltd. (E/8EHFEHEER R A),
the executive director of Shanghai HR Market News Co., Ltd. (L8 AA T35 R AR A )
and Shanghai Realty Times Co., Ltd. (/8 FEER it BR 2 7)) since February 2016, the
chairman of Shanghai Culture Assets and Equity Exchange (B8 X{LERR SR HBER QD
A]) and the executive director of Shanghai Jiefang Media Information Development Co., Ltd.
(LBMmEEERERER AR since April 2016, the vice chairman of Shanghai Dongfang
Press Co., Ltd. (B8R FREBRAE) from July 2016 to March 2017, the chairman of
the board of directors of Shanghai Dongfang Press Co., Ltd. since March 2017, a director
of China Universal Asset Management Company Limited ((EAERE & EE AR A A]) since
November 2016, and executive vice chairman of the board of directors of Shanghai XinHua
Media Co., Ltd. since September 2017. Mr. Cheng was the general manager of Shanghai
Shangbao Asset Management Co., Ltd. (E/§ FTREEEEBRAF]) from March 2014 to
December 2015, the executive director of Shanghai Shendi Asset Management Co., Ltd. (&
BEIMEEEIRAMR A A) from April 2014 to August 2015.
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Chen Huifeng
(BRIZ )

Feng Huang
(1)

Born in 1966, a holder of an MBA degree, a senior international business engineer,
has served as a Supervisor of the Company since 30 December 2014. He has been
the general manager of the investment & development department of Donghao
Lansheng (Group) Co., Ltd (/&R 4 ((52E) AR 2 7], formerly Shanghai Donghao
& Lansheng International (Group) Co. Ltd (L/8REBERBRBE S (58) A&
R 2 7])) since December 2013. He was deputy general manager of the household
product branch of Shanghai Light Industrial Products Imp. & Exp. Co., Ltd. (/&
ME T ¥ MEDRORA]) from August 1989 to January 1996, general manager of
the hardware branch of Shanghai Light Industry International (Group) Co., Ltd. (&
R TR (528 ) AR A A)) from January 1996 to January 2002, deputy general
manager of Shanghai Light Industrial Products Imp. & Exp. Co., Ltd. (E/88 T %
i H OB AR from January 2002 to March 2002, deputy general manager
of Shanghai Light Industrial International Development Corp., Ltd (_E/&& T B
ZERAMRAF]) from March 2002 to December 2003, executive general manager
and general manager of Shanghai Lansheng Corporation (/884 M5 AR A 7))
from December 2003 to December 2007, and general manager of the operation
department and the investment and management department of Shanghai Lansheng
(Group) Co., Ltd. (B84 (£8)ER2AA]) from December 2007 to December
2013, and a director of Shanghai CP Guojian Pharmaceutical Co., Ltd. (/8 {ZH
fE B2 B B BR A 7)) from May 2014 to January 2016. Mr. Chen has been a director
of Shanghai Lansheng Corporation (L8R 47D BR A A, listed on the Shanghai
Stock Exchange, under the stock code of 600826) since June 2012, and has been
the president of Shanghai DLG Exhibition & Events Group Company Limited (_£/&
REmEgR (£E8) BRAF]) since July 2016.

Born in 1971, a holder of an MBA degree, an economist and an in-house legal
counsel, has served as a Supervisor of the Company since 30 December 2014. Mr.
Feng joined SIIC Investment (Shanghai) Co., Ltd. (EF&E®RE (L)8) AR A7) in
January 1999 and served in various positions, including the president and director
since December 2012, and concurrently the vice chairman since September 2014.
Mr. Feng has been a director of Shanghai Lujiazui Finance & Trade Zone United
Development Co., Ltd. (E/BERESRE S RESERE AR A F]) since July 2004,
the chairman of SIIC Investment Co., Ltd. (E/8ZX£ZE AR AT) and South
Pacific Hotel Hong Kong Co., Ltd. (E¥FBE/E (F78) AR A A]) since April 2012, the
vice chairman of Shanghai Guojin Leasing Co., Ltd. (E/8B&HEHB R A A)) since
January 2014, a director of SIIC Group Finance Co., Ltd. (/& FBEBHEER A
7)) since May 2014, the chairman of Shanghai SIIC Asset Operation Co. Ltd. (/& F
FEEKEHMRAT]) since December 2014, the chairman and president of Shanghai
SIIC Investment Management Consulting Co., Ltd. (b8 F B EEEHRER A R)
since December 2014, a director of Shanghai SIIC Financial Service Holding Ltd. (
B FESRREIERAR A A]) since February 2015, a non-executive director of
Shanghai International Shanghai Growth Investment Limited (J& Yt B E/&3 R
EAHMR A (listing on the Hong Kong Exchange, under stock code of 0770) since
December 2015, and a listed director of Shanghai Shangtou Asset Operation Co.,
Ltd. (B8 EREELLFR AR since December 2015. Mr. Feng was a Director
of the Company from 16 May 2011 to 30 December 2014.
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Song Chunfeng
(RER)

Born in 1969, a holder of a doctor’s degree in law, has served as a Supervisor
of the Company since 11 July 2016. He has been the general manager of China
Ship owners Mutual Assurance Association (FBIf R B IR #%2) since March 2016.
From August 1992 to September 1996, Mr. Song worked at China Ocean Shipping
(Group) Company (“COSCO", FBI:RFiEw (£E) &2/2 7)), where he served as a
cadre at the department of insurance and settlement of claims and the department
of commerce, and the deputy section chief level clerk of the unit of commerce
under the department of transmission successively. From September 1996 to June
1997, he studied at the China Ocean Administration Training Class (& & 2 53l
JE) offered by Peking University. From June 1997 to September 1998, he worked
at the America branch of COSCO. From September 1998 to February 2009, he
worked at the department of transmission of COSCO, where he successively served
as the section chief level clerk, deputy director and director of the department of
commerce and the manager of the unit of commerce. From February 2009 to March
2012, he served as the manager of the unit of commerce under the department of
transmission of COSCO and China COSCO Holdings Company Limited (listing on
the Shanghai Stock Exchange under the stock code of 601919; listing on the Hong
Kong Exchange under the stock code of 01919) respectively. From March 2012 to
March 2016, he worked as the managing director of COSCO (Hong Kong) Insurance
Brokers Limited. Mr. Song served as the chairman and the general manager of
Shenzhen COSCO Insurance Brokers Limited (&I F iz R 4842 A B]), a member of
Documentary Committee of the Baltic and International Maritime Council (Denmark)
and a member of the Insurance Committee of Asian Ship owner’s Forum (g1
Hi®1E). Currently, he serves as an arbitrator and a member at China Maritime
Arbitration Commission, an arbitrator at South China International Economic and
Trade Arbitration Commission, the deputy chairman of Maritime Law Research
Professional Committee of China Institute of Navigation (CIN), a director of China
Maritime Law Association (CMLA) and a guest research fellow at Peking University
Maritime Law Research Centre. Mr. Song has been a director of China Minsheng
Banking Co., Ltd. (FEIRARITIRNHAMRAA], listing on the Shanghai Stock
Exchange under the stock code of 600016) since February 2017.
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Shou Weiguang

(FBE))

Yang Qingzhong
(BERD)

Resigned Supervisors (3)

Born in 1963, a holder of a doctor’s degree in economics and a post-doctoral degree
in applied economics (finance), a senior economist, served as a Supervisor of the
Company from 8 July 2015 to 12 April 2017 and the chairman of the Supervisory
Committee from 21 July 2015 to 12 April 2017. Mr. Shou served, successively,
at the office of the Ministry of Finance in Shanghai (/&5 F/8=H B ##=E5) as
clerk, deputy section chief of the business section, deputy section chief of industry
section one, and deputy section chief and section chief of the foreign trading and
finance section from July 1987 to October 1995, the section chief level clerk of the
comprehensive planning division of the Shanghai Municipal Finance Bureau (/&
BT B) from October 1995 to December 1997, the deputy director of Branch No.6
of the Shanghai Municipal Finance Bureau from December 1997 to August 1999,
the deputy head of human resources department of Shanghai International Trust
& Investment Co., Ltd. (F/8EERE7E%E A7) from August 1999 to May 2000,
the member of CPC party committee and the director of the general office of CPC
party committee, head of cadres human resources department and the head of
office for postdoctoral work of Shanghai International Group Co., Ltd. (/8B
S EARAF]) from May 2000 to December 2002, the deputy general manager,
and the member of CPC party committee of Shanghai International Group Co.,
Ltd. (concurrently the executive vice-president and the deputy head of postdoctoral
working station of SIG Financial Development Research Institute.) from December
2002 to September 2009, the secretary of CPC party committee and president of
Shanghai State-owned Assets Operation Co., Ltd. (F/8EAEEKLE B R A F) from
September 2009 to March 2013, the deputy mayor of the People’s Government of
Taiyuan City, Shanxi Province from March 2013 to June 2014, the municipal party
committee member and deputy mayor of Taiyuan City, Shanxi Province from June
2014 to April 2015. Mr. Shou has been the secretary of CPC party committee and
the chairman of the board of directors of (/8BS (£E) BRAF]) since April
2017.

Born in 1956, a master postgraduate, a senior political officer served as a Supervisor
of the Company from 21 May 2004 to 13 December 2017 and the vice chairman
of the Supervisory Committee from 16 May 2011 to 13 December 2017. He served
as the secretary of the discipline inspection commission of the Company from
October 2008 to September 2017, the deputy secretary of CPC party committee
from February 2014 to September 2017. Mr. Yang worked in the People’s Liberation
Army Navy (B A REFINE S E) from December 1974 to August 1998. He served
in various positions in the Company, including as the deputy director of the CPC
party committee office and a member of discipline inspection committee from
August 1998 to November 2002, the deputy head of organisation department of
the CPC party committee from August 1998 to August 2003, the general manager
of the training centre from May 2003 to April 2005, the director of the department
of Party-Masses relationship from November 2002 to February 2013, the general
manager of the human resources development department from August 2003 to
April 2013, the head of the organisation department of the CPC party committee
from August 2003 to April 2013, the vice chairman of the labour union from April
2003 to July 2013, and the chairman of the Company’s labour union from July
2013 to December 2016.
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Qiu Xiaping
(hE )

Born in 1960, a holder of an MBA degree, a senior accountant, served as a
Supervisor of the Company from 16 July 2007 to 11 December 2017. Ms. Qiu
worked at Yangpu branch of the Industrial and Commercial Bank of China (&
Bl Tr#R77) from August 1980 to August 1992 and held position at the Pudong
branch of the same bank from March 1993 to August 1993. She also worked at
the Dongfang Road business department of Huaxia Securities Co., Ltd. (Z£EE &5
BBR /A7) from August 1993 to November 1994. Ms. Qiu served different positions
in the Company, including officer of the planning and finance department of the
Company from November 1994 to August 1996, section chief of the finance and
accounting department from August 1996 to April 1998, assistant to the general
manager of the finance and accounting department from April 1998 to July
2000, deputy general manager of the finance and accounting department from
July 2000 to March 2009, deputy general manager (in charge of operation) of
the planning and finance department from March 2009 to December 2010, and
deputy general manager (with benefits as a general manager) of the planning
and finance department from December 2010 to November 2014 and the general
manager of planning and finance department of the Company from November
2014 to May 2016. Ms. Qiu was a director of Haitong Futures Corporation (/& i Hj
EABMRAR]) from October 2005 to December 2016, a director of Haitong Capital
Investment Co., Ltd. (BT EBR A F]) from October 2008 to November
2016, a supervisor of Fullgoal Fund Management Co., Ltd. (EEE&EIEGR A7)
from October 2008 to November 2016, a supervisor of Haitong Jihe Private Equity
Investment Fund Management Company Limited (8@ & AKIEREH S EIE AR
HE2AR]) from November 2010 to November 2016, and a supervisor of Haitong
Creative Capital Management Co., Ltd. (BBEIZEEARERER A F]) from June
2012 to January 2017.

HAITONG SECURITIES CO., LTD. '] 37
Annual Report 2017 (H Share)



SECTION'VIII" PARTICULARS ABOUT DIRECTORS, SUPERVISORS, SENIOR MANAGEMENT AND EMPLOYEES

Name Major Work Experience

Other Senior Management (13)
RerL/Peng Born in 1962, a holder of a master’s degree in business and administration, an
(B%) economist, joined the Company in March 1996 and has been the Deputy General

Hiroki Miyazato
(= BREE)

Manager since November 1997 and is mainly in charge of investment banking
business. Mr. Ren served in several managerial positions in the Xihu Office of
the Industrial and Commercial Bank of China (FEI Tf#R77) from June 1982 to
February 1988 and served in various positions in Bank of Communications (4 &
R #IRTT) (Hangzhou Branch) from March 1988 to March 1996 including head of
saving business and manager of securities department. In addition, Mr. Ren was
manager of Hangzhou business department of Haitong Securities Company Limited
from March 1996 to November 1997. Mr. Ren was a director of Haitong Capital
Investment Co., Ltd. (8@ T E BB A7) from October 2008 to August 2011.
He has been a director of China-Belgium Direct Equity Investment Fund (B — Lt
FIRF E R AER B ES) since March 2011. Mr. Ren served as the chairman of the
board of directors of Haitong UniTrust International Leasing Corporation (&3#18
EEEHEESGR2AA]) from June 2014 to May 2017, the chairman of the board
of directors of Haitong UniTrust International Leasing Co., Ltd. (BB ZEEME
ERMHBABRAT]) since May 2017. He has been chairman of the board of Haitong
UT Capital Group Co., Limited (B E{E ¢ BEE B R A F]) since June 2014, the
chairman of the board of directors of Haitong UniFortune International Leasing Co.,
Ltd. (BREEBREHEEARR AR and a director of Shanghai UniCircle Investment
& Development Corporation (L/&ZEREZERABMRAF]) since July 2014, and
the chairman of the board of directors of Haitong UniTrust Finance & Leasing
Corporation (Shanghai) (8B 1B EHE (L/8) BR A F]) since November 2014.

Born in 1965, a holder of a master’s degree in biophysics and biochemistry, joined
the Company in May 2009 and has been the Deputy General Manager since March
2012. He is mainly in charge of the business of securities investment, trading,
Shanghai FTZ (L8 B & # 5 [&) and OTC business. Mr. Miyazato was a manager in
fixed income department of Credit Suisse First Boston (currently known as Credit
Suisse Group AG) from April 1993 to March 1994. He was head of Asia department
of Tokyo branch of Deutsche Genossenschaftsbank AG (currently known as Deutsche
Zentral- Genossenschaftbank AG) from April 1994 to March 1998. Mr. Miyazato
was the global market investment manager of proprietary investment department
of Tokyo branch of J.P. Morgan from April 1998 to September 1999. Mr. Miyazato
was a fund manager of global strategic asset management, a senior fund manager
of alternative investment, general manager of the China Investment Department
and president of the Greater China area of Nikko (Citi) Asset Management Co.,
Ltd. from October 1999 to March 2009. He was also a director and the shareholder
representative of Rongtong Fund Management Co., Ltd. (RUBEELSEEBR A F])
from April 2007 to April 2009. He was a general manager of international business
department of the Company from May 2009 to March 2012. Mr. Miyazato has
been the chairman of Haitong Bank S.A. from September 2015 to October 2017,
and CEO of Haitong Bank S.A. from December 2016 to October 2017. Currently,
Mr. Miyazato holds concurrent positions of director of proprietary trading decision
committee, a member of capital allocation committee and international business
coordination committee, the deputy director of OTC Professional Committee of the
Securities Association of China (FBIZ 5% B EHINMIFHEFEEZ B ®) and a special
financial expert of the National Thousand Talent Plan (BZ F A &tZl).
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Pei Changjiang
(ERI)

Wang Jianye
(EE%)

Born in 1965, a holder of a master’'s degree in political economics, joined the
Company in August 2013. Since then, he has been serving as Deputy General
Manager of the Company. From July 1993 to July 1996, Mr. Pei successively held
various positions in Shanghai International Securities Co., Ltd., (F/8EEBFESA
Al) including research fellow of research department, and assistant to the general
manager, general manager of Zhabei Business Department. From August 1996
to October 2002, he held the position of general manager of Zhabei Business
Department, deputy general manager of Zhejiang Management Headquarters and
deputy general manager of Brokerage Headquarters of Shenyin Wanguo Securities
Co., Ltd., (FER B EE %2 A)). From October 2002 to August 2013, he successively
served as investment director of Fortune Trust & Investment Co., Ltd. (FEE{E5E
WEHBREMAF]) and a director and general manager of Fortune SGAM Fund
Management Co., Ltd. (EZFHERE S EIEH R /2 7]). Mr. Pei has been a director of
Fullgoal Fund Management Co., Ltd. (EBIESZEEFR A7) since August 2014,
chairman of Shanghai Haitong Securities Asset Management Company Ltd. (E)&
BRBLEBESEAMR AT since November 2014, and chairman of the board of
directors of Haitong Futures Corporation (8BHiE B R A 7)) from September 2015
to March 2016, and the chairman of the board of directors of Haitong Futures Co.,
Ltd. (BREAE AR AR A F]) since March 2016.

Born in 1960, a holder of a master's degree, a senior economist, joined the
Company in August 1994 and has been the General Compliance Officer since
July 2010, and the general manager of Compliance and Legal Department of the
Company since March 2017. He is mainly in charge of compliance management
departments. Mr. Wang is also a deputy director of Compliance Committee of
the Securities Association of China (TEFEAE2MESHEEEXZLZEE), and the
director of Compliance and Self-discipline Supervision Committee of Shanghai
Securities Association (E/SBFFREATARIEGREREXEZE®). Mr. Wang
was successively deputy section chief level clerk, trainee deputy director and deputy
director of education department of financial administration division of PBOC (/
B AR #R7T) Inner Mongolia Branch from August 1984 to August 1990, deputy
director of Financial Administration Division of PBOC Inner Mongolia Branch from
August 1990 to May 1992, deputy general manager of the securities department
of Inner Mongolia Securities Company (N5 & B/aEE %A Al) from May 1992 to
March 1993 and deputy general manager of the same company from March 1993 to
July 1994. Mr. Wang previously served in various positions in the Company including
head of trading department from August 1994 to March 1996, deputy general
manager of business management headquarters from March 1996 to September
1998, and general manager of integrated business management headquarters from
September 1998 to August 2004. Mr. Wang was assistant to general manager of
the Company from June 2001 to February 2011, general manager of brokerage
business headquarters from March 2005 to June 2006 and general manager of
risk control headquarters from October 2008 to March 2011, and was successively
in charge of integrated business management headquarters, brokerage business
headquarters, |.T. department, brokerage operations centre, sales and transactions
headquarters, customer asset management department and risk control department.
Mr. Wang concurrently served as the Chief Risk Office (enjoying the Company’s
deputy general manager level benefits) from May 2011 to March 2017.
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Li Chugian
(ZEHE AN

Mao Yuxing
(ETE)

Born in 1957, a holder of a master degree in economics, a senior economist, joined the
Company in August 1994 and has been the chief financial officer of the Company (enjoying
the Company’s deputy general manager level benefits) since July 2007, mainly in charge
of finance. Mr. Li is also a deputy director of the Financial Accounting and Risk Control
Committee of the Securities Association of China (FEB45 £ & Kt lE IR EE
Z 8%), and the deputy director of CFO Committee of the Listed Companies Association of
Shanghai (B8 E AR EEEZEE). Mr. Li was previously deputy section chief level
clerk of Central Enterprise Department of Anhui Provincial Department of Finance (&4 81K
B2 {BE) from July 1988 to August 1991 and section chief of Anhui Provincial State-owned
Assets Supervision and Administration Bureau (X HE BB EEEER) from August 1991 to
July 1994. Mr. Li served in various positions in the Company including head of planning and
finance department from August 1994 to March 1996, deputy general manager of finance
and accounting department from March 1996 to April 1998, general manager of finance
and accounting department from April 1998 to July 2001, and deputy chief financial officer
and general manager of finance and accounting department from July 2001 to July 2007. He
was a director of Shanghai Jielong Industry Group Corporation Limited (/&R EEE £ £ B K
B2 A]) (listing on the Shanghai Stock Exchange, stock code: 600836) from May 2006
to May 2009, the supervisor of Shanghai Haitong Securities Asset Management Company
Ltd. (L8 8EBESEETEARAT) from June 2012 to October 2016. Mr. Li has been
the chairman of the supervisory committee of HFT Investment Management Co., Ltd. (85
BELEMEAER AT since April 2003, and a director of Haitong-Fortis Private Equity Fund
Management Co., Ltd. (R EEZIEE S BIEAFR A7) since June 2010.

Born in 1971, a holder of a doctor's degree in Science and a post-doctoral degree in
management, a senior engineer (professor level), has served as Chief Information Officer
(deputy general manager level) and director of IT management committee of the Company
since 19 September 2016. From August 1993 to September 2001, Mr. Mao successively
held various positions in Information Technology Department of Shanghai branch of the
Industrial and Commercial Bank of China (REITZ#R17) including programmer, deputy
section chief, section chief and deputy director. From September 2001 to November 2011,
he successively served as assistant to the general manager(deputy department director level
and department director level), deputy general manager and member of CPC party committee
in Data Centre (Shanghai) of the Industrial and Commercial Bank of China (B T 5587T).
From November 2011 to April 2016, he served as deputy general manager of Information
Technology Department of the Industrial and Commercial Bank of China (Bl T#3R1T).
Mr. Mao was a member of the Expert Committee of People’s Bank of China (B A RER1T),
China Banking Regulatory Commission (R EI#RE5 =), Ministry of Public Security (R%#B) of
China and Ministry of Industry and Information Technology (T{5%5) of China.
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Chen Chungian
(REE)

Li Jianguo

(FZH)

Born in 1963, a holder of a doctor’s degree in economics, joined the Company in
October 1997 and has been the assistant to General Manager since March 2012,
responsible for the brokerage business of the Company. Mr. Chen is also the director
of the brokerage committee, the deputy director of IT management committee, and
a member of international business coordination committee. He has enjoyed the
Company’s deputy general manager level benefits since February 2017. He is also
a deputy director of Financing Securities Business Committee under the Securities
Association of China (FEIES5EHERMERMASEEEZEE), the deputy director of
Securities Conflict Resolution Committee of Shanghai Securities Association ()&
BHERELAGEFUHFAMEEZEE). Mr. Chen also served in various positions
in the Company, including the head of business department of Shenzhen Branch
from October 1997 to January 1998, the deputy general manager of international
business department from January 1998 to March 2000, the deputy general
manager of Shenzhen Branch from March 2000 to December 2000, the general
manager of investment management department (Shenzhen) from December 2000
to May 2006, the general manager of sales and trading headquarters from May
2006 to February 2013 and the general manager of the institutional department
during the period of November 2007 to March 2009. Mr. Chen has been a director
of E-Capital Transfer Co., Ltd. (i AR A A]) since January 2015.

Born in 1963, a holder of a doctor’s degree in economics, joined the Company in 1998, and
has been the assistant to the General Manger of the Company since 2008. Mr. Li served as a
general manager of Henan Securities Co., Ltd. (A& EH AR A7) from 1992 to 1998, a
deputy general manager of Haitong Securities Co., Ltd. from 1998 to 1999, a vice chairman
and general manger of Fullgoal Fund Management Co., Ltd. (EEEEEE AR A7) from
May 1999 to August 2008. Mr. Li served as the chairman of Haitong International Holdings
Limited (/&8 E R I2R B R A &) from October 2008 to August 2010. He has been the vice
chairman of Haitong International Holdings Limited since August 2010, an executive director
of Haitong International Securities Group Limited (838 BIF A& B AR A F], listed on the
Hong Kong Exchange, under the stock code of 0665) since January 2010 and vice chairman
of the Board of Haitong International Securities Group Limited since March 2010.
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Name

Major Work Experience

Zhang Xiangyang Born in 1965, a holder of a bachelor’s degree in engineering, a senior economist,

(RIA1ER)

joined the Company in May 1996 and has been the assistant to the General Manager
since December 2014 and the director of the PE and industrial capital investment
committee of the Company since March 2013, mainly responsible for the direct
equity investments. Mr. Zhang previously worked in Xinhua Bookstore in Taiyuan
from December 1983 to April 1988, in Shanxi Radio & TV University (LIFAEEE
12 KE) from April 1988 to December 1991, and in the Bank of Communications
Taiyuan Branch (R iB3IR17T AR 1T) from December 1991 to May 1996. Mr. Zhang
served in various positions in the Company, including deputy general manager
(in charge of operations) and general manager of Taiyuan business department
from May 1996 to April 2002, deputy general manager and general manager of
integrated business management headquarters from April 2002 to May 2006,
general manager of risk control headquarters from May 2006 to October 2008, a
director, general manager and the director of the investment decision committee
of Haitong Capital Investment Co., Ltd. (8B T E B R A ) from October 2008
to November 2012, a director of Haitong Creative Capital Management Co., Ltd. (
HBAIEEAREE AR AA]) from June 2012 to August 2015, chairman of Ha|tong
Innovative Capital Management Co., Limited (B8BAIFERNEIEGRE A7) from
November 2011 to July 2015, chairman of Haitong Creative Capital I\/Ianagement
Co., Ltd. (BBEIEEAE R AR A7) from August 2015 to March 2016, a director
of Haitong New Energy Equity Investment Management Co., Ltd. (&AL R A HE
FEEEARAT]) from July 2013 to May 2016, and chairman of Haitong New
Energy Equity Investment Management Co., Ltd. from July 2015 to May 2016. Mr.
Zhang has been chairman and the director of the investment decision committee
of Haitong Capital Investment Co., Ltd. since November 2012, chairman of Haitong
Creative Capital Management Co., Ltd. since March 2016, and the chairman of
Haitong M&A Capital Management (Shanghai) Co., Ltd. (B@HEBEREIE (-
&) AR A F]) since June 2016. Mr. Zhang currently serves as the director of Direct
Investment Committee under the Securities Association of China (FEIZEH % HE
EEKREEKEEZLZEE) and the vice president of PE Association of Shanghai (
FEREREHS)
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Lin Yong
(HB)

Jiang Chengjun
(EHE)

Born in 1969, a holder of a doctor’'s degree in economics, joined the Company
in December 1996 and has been the assistant to the General Manager since
December 2014, and general manager of Haitong International Holdings Limited (
BB R IE I A R /A R)) since July 2007. Mr. Lin served in various positions in the
Company, including as a deputy general manager in investment banking department
from December 1996 to July 2003, and as deputy general manager (in charge of
operations) from January 2001 to July 2003, deputy general manager of the fixed
income department from July 2003 to May 2004, successively deputy general
manager (in charge of operations) and general manager of the investment bank
department (Shanghai) from May 2004 to July 2007, Mr. Lin has been an executive
director of Haitong International Securities Group Limited (SR BEEFEAFEBER A
Al, listed on the Hong Kong Stock Exchange under the stock code of 0665) since
December 2009, an executive director and the joint chief executive of Haitong
International Securities Group Limited from March 2010 to March 2011. Mr. Lin has
been an executive director, the vice chairman of the board of directors, managing
director and chief executive officer of Haitong International Securities Group Limited
since April 2011, a non-executive director of Haitong Bank S.A. since June 2016,
and the chairman of the board of director of Haitong Bank S.A. since October 2017.

Born in 1968, a holder of a master’s degree in economics, an economist, has been assistant to
the General Manger and the Secretary of the Board since 29 March 2017, the joint Company
Secretary and joint Authorized Representative of the Company since 5 April 2017, the general
manager of investment banking headquarter of the Company since April 2017. Mr. Jiang has
been a cadre of Xiamen ITG Group Co., Ltd. (EPTEZ LB H B R 2 7)) from July 1993 to
July 1994, a deputy manager of finance and securities department, a manager of investment
management and development department, an assistant to general manager, a secretary to
the board of directors and a deputy general manager of Xiamen Guotai Enterprises Co., Ltd.
(EFRZ= B EMR B AR AR from July 1994 to August 2000. Mr. Jiang served as a deputy
general manager in the investment banking department of the Company from August 2000
to July 2007, a deputy general manager (in charge of operations) in the investment banking
department of the Company from July 2007 to April 2009, a member of investment banking
committee of the Company from March 2010 to February 2011, a member of international
business coordination committee of the Company from February 2011 to March 2014, the
general manager of investment banking department of the Company from April 2009 to
April 2017. Mr. Jiang has been a deputy director of investment banking committee of the
Company since February 2011.

HAITONG SECURITIES CO., LTD. ']43
Annual Report 2017 (H Share)



SECTION'VIII" PARTICULARS ABOUT DIRECTORS, SUPERVISORS, SENIOR MANAGEMENT AND EMPLOYEES

Name

Major Work Experience

Du Hongbo
(HHR)

Pan Guangtao

(B #)

Born in 1963, a holder of a bachelor’s degree in engineering, an engineer, has been the
Chief Risk Officer of the Company since May 2017 and the general manager of the Risk
Management Department of the Company since March 2017. Mr. Du worked at Wuhan
Computer Application Institute (EVETE F&T E#ME R FEZFT) from August 1984 to
December 1990, Wuhan Branch of Stone Group Corp. (FH:B%EBEE %5 2 7)) from December
1990 to August 1992, Wuhan Software Research Centre (EZEFHIZTH L) from August
1992 to August 1996, the computer technology centre of Guotai Junan Securities Co., Ltd.
(ARELHBFHRB AR AE]) from August 1996 to March 2002. Mr. Du was the assistant
to the general manager of the website management department of the Company from
March 2002 to May 2003, the assistant to the general manager of the brokerage business
headquarters of the Company from May 2003 to May 2005, the deputy general manager
of integrated business management headquarters of the Company from May 2005 to May
2006. He worked at the risk control headquarters of the Company from May 2006 to March
2011, served, successively, as the deputy general manager and the deputy general manager
(with benefits as a general manager). He was the general manager of the compliance and
risk management headquarters of the Company from March 2011 to January 2013, the
general manager of OTC department of the Company from January 2013 to February 2014,
the general manager of securities finance department of the Company from February 2014
to March 2017. Mr. Du was an Employee Representative Supervisor of the Company from
16 May 2011 to 30 December 2014.

Born in 1971, a holder of a MBA degree, an engineer and assistant economist, has been the
assistant to the General Manger of the Company since May 2017 and the general manager
of the Equity Investment Trading Department of the Company since March 2013. Mr. Pan
worked as head of IT at IT Department of Brokerage Headquarter of Shenyin Wanguo
Securities Co., Ltd. (RIEEBEFRMH AR 2R from July 1994 to July 1998. He worked
at First Securities Investment Department of Securities Investment Headquarter of Shenyin
Wanguo Securities Co., Ltd. from July 1998 to July 2002, served, successively, as assistant
to manager, deputy manager. Mr. Pan worked as assistant to general manager of Second
Trading Department of the Company from August 2002 to June 2003. He worked at Trading
Headquarter from July 2003 to August 2004, served, successively, as assistant to general
manager, deputy general manager. He worked as deputy general manager of Investment
Management Department from August 2004 to August 2006. He worked at Securities
Investment Department from August 2006 to March 2013, served as deputy general manager,
deputy general manager (in charge of operations). He has been a non-executive director of
Haitong Bank S.A. since November 2015.
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Resigned Senior Management (2)
Ji Yuguang Born in 1957, a holder of a master's degree, a senior economist, joined the
(FEFNH) Company in November 1995 and served as the Deputy General Manager of the

Huang Zhenghong
(BIEAT)

Company from November 1997 to January 2018 and was mainly in charge of
international business. Mr. Ji was an officer of Finance Department of Beijing
Planning Commission (At = EFZ B € 5E) from August 1983 to November 1988.
Mr. Ji served in various positions in Bank of Communications (9Bl i@3F1T) (Beijing
Branch) from November 1988 to November 1995, including deputy manager and
manager of securities trading department of the same branch. He also served as
head and general manager of Beijing Langjiayuan business department of Haitong
Securities Company Limited from November 1995 to November 1997. Mr. Ji served
as the chairman of Jilin Modern Agricultural and Emerging Markets Investment Fund
Limited (BFME RN B EMFTEEZERERE S ERE A F]) from December 2010 to May
2011, a director of China-Belgium Direct Equity Investment Fund (FF B — Lt FIIFs B 2
A% G B E4) from November 2004 to March 2011, a director of HFT Investment
Management Co., Ltd. (BERESEE AR A7) from April 2003 to March 2016.
Mr. Ji served as a non-executive director of Haitong International Securities Group
Limited (8B BFREH LB HR 22 7], listing on the Hong Kong Exchange under the
stock code of 0665) from January 2010 to February 2018 and chairman of board
of directors of Haitong International Securities Group Limited from April 2011 to
February 2018, a director of Haitong International Holdings Limited from August
2010 to February 2018, chairman of the board of directors of Haitong International
Holdings Limited (&R AR A 7)) from March 2011 to February 2018.

Born in 1975, a holder of a master’s degree in economics, served as the secretary
of the Board of the Company from March 2015 to March 2017, the joint company
secretary and joint authorized representative of the Company from April 2015
to April 2017. Mr. Huang served in various positions in the Company, including
an industry analyst in the research institute of the Company from July 2001 to
December 2003, a vice section chief level secretary, section chief level secretary
and assistant to director in the general manager’s office from December 2003 to
March 2011 successively, a deputy director of the office of strategic development
& IT management committee and the assistant to the director of the general
manager’s office from March 2011 to November 2012, and the general manager
of the strategic development department from November 2012 to February 2017.
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Descriptions of other situations

1.

Changes in Directors

Reference is made to the announcement of the Company dated 31 August 2016, which
states that Mr. Li Guangrong tendered his resignation from the office of the independent
non-executive Director of the sixth session of the Board, and the office of chairman of
the Nomination, Remuneration and Assessment Committee, as well as a member of the
Development Strategy and Investment Management Committee and a member of the
Audit Committee due to career development reason. After resignation, he would no
longer hold any other positions in the Company. His resignation took effect from the
date of commencement of the term of office of the new independent non-executive
Director (namely 6 April 2017, when independent non-executive Director Mr. Lam Lee G.
took his term of office), whose appointment shall be approved at the general meeting
of the Company and whose qualification shall be approved by the securities regulatory
authorities.

On 23 September 2016, the “Resolution in Relation to the Appointment of Mr. Lam Lee
G. as the Independent Non-executive Director of the Company” was considered and
approved at the first extraordinary general meeting of 2016 of the Company, approving
Mr. Lam Lee G. as an independent non-executive Director of the Company, and his
term of office will be the same as the sixth session of the Board. The qualification as
an independent non-executive Director of Mr. Lam Lee G. will take effect subject to the
approval by the securities regulatory authorities. On 28 October 2016, “Resolution in
Relation to selecting Mr. Zhou lJie as the Chairman and adjustment of members of the
Development Strategy and Investment Management Committee of the sixth session of
the Board” and “Resolution in Relation to Adjusting the Members of Audit Committee”
were considered and approved at the 19th meeting of the sixth session of the Board,
adjusting the members of the Development Strategy and Investment Management
Committee and the members of Audit Committee of the Board, and appointing Mr.
Lam Lee G. to take the office of Mr. Li Guangrong as a member of the Committees. The
“Resolution in Relation to selecting Mr. Liu Cheeming as the Chairman and adjustment
of members of the Nomination, Remuneration and Assessment Committee of the sixth
session of the Board” was also considered and approved, appointing Mr. Liu Cheeming
(an independent non-executive Director) to take the office of Mr. Li Guangrong as
the chairman of the Nomination, Remuneration and Assessment Committee as well as
adding Mr. Lam Lee G. as the member of this Committee. The above appointment will be
effective after Mr. Lam Lee G.’s qualification as an independent non-executive Director
is approved by the regulatory authorities. Reference is made to the announcement of
the Company dated 6 April 2017, which states that Mr. Lam Lee G.’s qualification as an
independent non-executive Director has been approved. Mr. Lam Lee G. began to perform
his duties as an independent non-executive Director from 6 April 2017, and member of
the Development Strategy and Investment Management Committee, the Audit Committee
and the Nomination, Remuneration and Assessment Committee.

Reference is made to the announcements of the Company dated 12 May 2017 and 26
May 2017, which state that Mr. Wang Hongxiang tendered his resignation from the office
of a non-executive Director of the sixth session of the Board, and the office of members
of the Nomination, Remuneration and Assessment Committee and the Audit Committee
due to age reason. After resignation, he would no longer hold any other position in the
Company. Mr. Wang Hongxiang's resignation application took effect from 12 May 2017.
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On 6 June 2017, the "Proposal regarding the Appointment of Mr. Wu Yuezhou as Director
of the Company” was considered and approved at the 2016 annual general meeting of
the Company, approving Mr. Wu Yuezhou as a non-executive Director of the Company,
and his term of office will be the same as the sixth session of the Board, subject to his
qualification as a non-executive Director of the Company being approved by the regulatory
authorities. Reference is made to the announcement of the Company dated 18 August
2017, which states that Mr. Wu Yuezhou's qualification as a non-executive Director has
been approved, Mr. Wu Yuezhou began to perform his duties as a non-executive Director
from 18 August 2017. On 29 August 2017, the “Proposal regarding the Election of Mr.
Wu Yuezhou as a member of the Nomination, Remuneration and Assessment Committee
and a member of the Audit Committee of the sixth session of the Board” was considered
and approved at the 25th meeting of the sixth session of the Board, appointing Mr. Wu
Yuezhou to take the office of Mr. Wang Hongxiang as a member of the Nomination,
Remuneration and Assessment Committee and a member of the Audit Committee. Mr.
Wu Yuezhou began to perform his duties as member of the Nomination, Remuneration
and Assessment Committee and member of the Audit Committee from 29 August 2017.

2. Changes in Supervisors

Reference is made to the announcement of the Company dated 12 April 2017, which
states that Mr. Shou Weiguang tendered his resignation from the office of the chairman
and Supervisor of the sixth session of the Supervisor