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Important Notice

® The Board of Directors, the Board of Supervisors, Directors, Supervisors and senior
management of the Company undertake that the information in this annual report is true,
accurate and complete and contains no false record, misleading statement or material
omission, and assume individual and joint liabilities to the information in this report.

® This report was considered and approved at the twelfth meeting of the fourth session of
the Board of the Company.

® Director(s) absent from the meeting

Position of absent Directors Name of absent Directors Reasons for absence Name of proxies
Director Pu Baoying Business engagement Gao Xu
Director Xu Feng Business engagement Zhou Yi
Director Zhou Yong Business engagement Zhou Yi

® None of the Directors and Supervisors had objections towards this annual report.

® The annual financial report prepared by the CASBE and the IFRS was audited by KPMG Huazhen LLP and KPMG
respectively, which issued a standard unqualified audit report to the Company.

® Zhou Yi, the person in charge of the Company, Shu Ben'e, the person in charge of accounting, and Fei Lei, the
officer in charge of the accounting office of the Company (head of accounting department), hereby warrant and
guarantee that the financial report contained in the annual report is true, accurate and complete.

® The profit distribution plan or the reserve capitalization plan for the Reporting Period considered by the Board:

As audited by KPMG Huazhen LLP, the profit for the year of the parent company for 2017 was RMB8,482,927,105.80.
According to the relevant requirements of the Company Law, Securities Law, Financial Rules for Financial Enterprises
( { ERUEZEIFERE]) ) and the Articles of Association of the Company, the Company had appropriated 10% statutory
surplus reserve, 10% general risk reserve and 10% trading risk reserve of RMB2,544,878,131.74 in total, after which, the
profit available for distribution for the year was RMB5,938,048,974.06.

Plus the balance of undistributed profit of RMB10,594,696,225.20 in previous years and less the dividend of
RMB3,581,384,400.00 distributed according to the profit distribution plan of the Company for 2016, the accumulated
profit available for distribution to investors in cash for the year was RMB12,951,360,799.26.

The Company is proceeding with the Non-Public Issuance of A Shares. As regulated in the Measures for the
Administration of Securities Issuance and Underwriting of CSRC, listed companies shall only issue securities after
submitting the profit distribution plan and plan for share capital increase from capital reserve to the General
Meeting for resolution or putting such plans approved by the General Meeting into implementation. If the company
implements the profit distribution of 2017, then before completing profit distribution, the company cannot issue any
securities, which is unfavorable to the procedures for the Non-Public Issuance and even requires to re-perform the
relevant internal and external procedures for non-public offering. Thus, the working capital cannot be supplemented
in time, which will directly influence the company's profit of the term and long-term development.

Therefore, after comprehensive consideration of factors such as the interests of shareholders and the development of
the company, the company will not make profit distribution for 2017, nor will it transfer its capital reserve to increase its
share capital. The Company is intended to complete related matters for profit distribution upon the completion of the
Non-Public Issuance of A Shares as soon as required by relevant regulatory authorities and the Articles of Association.

All independent non-executive Directors of the Company gave the following independent opinions on this profit
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distribution proposal: The profit distribution proposal of the company in 2017 is in line with the interests of all
shareholders. All independent non-executive Directors approve this proposal and agree to submit it to the Annual
General Meeting of 2017 for resolution.

This profit distribution proposal was already considered and approved by the twelfth meeting of the fourth session of
the Board and is to be submitted to the Annual General Meeting for 2017 for resolution.
® Forward-looking statements including future plans and development strategies involved in this annual report do

not constitute the Company's substantive commitments to investors. The investors are advised to pay attention to
investment risks.

® There is no non—operating misappropriation of funds of the Company by any controlling shareholders and their
related parties during the Reporting Period.

® The Company has not provided any guarantees in favor of others in violation of the decision—-making procedures
during the Reporting Period.

® The announcement of the Company is prepared in both Chinese and English. In the event of any inconsistency,
the Chinese version should prevail.

® Warning on Major Risks

Macroeconomy and monetary policies, laws and regulations influencing financial and securities industries, rising and
falling trends in commercial and financial industries, inflation, exchange rate fluctuations, availability of long and
short-term market capital sources, fund-raising costs and interest rate levels and fluctuations and overall economic
and political conditions may have an impact on the company's business. Besides, like other companies in the
securities industry, inherent risks in the securities market, such as market volatility and trading volume, may also affect
the company'’s business. The company cannot guarantee the sustainability of favorable political economy and market
conditions.

Main risks in business operation include: policy risks from national macro-control measures, changes in laws,
regulations, relevant regulatory policies and transaction rules in securities industry, which will adversely influence the
business of securities companies; compliance risks from business management or professional activities violating
laws, regulations or codes, which cause the company being punished by laws, being taken regulatory measures,
suffering from property loss or reputation loss; legal risks from failure to abide by provisions and requirements in laws
and regulations, which make the company face litigations, compensation, and fines and suffer from loss; credit risks
from default of products or floaters or counterparties (customers), which make the company suffer from loss; liquidity
risks from inability to obtain sufficient funds at reasonable cost to pay matured debts, fulfil other payment obligations
and satisfy the capital needs for normal business; information and technology risks such as various technical failure
or data leakage of the company’s information system from internal and external reasons, which consequently cause
loss as the information system is impossible to guarantee the stability, high-efficiency and safety of transactions
and business management in business realization, response speed, disposal capacity, data encryption and so on;
operational risks from incomplete or problematic internal procedures, personnel or systems or external incidents,
which cause loss; reputation risks from business operation, management and other behaviors or external incidents
which lead to negative judgement on the company from relevant media. Besides, with the advancement of the
company'’s internationalization strategy, the company's business will enter the United States, Hong Kong and other
regions, and the company will face more complex market environment and regulatory requirements.
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Definitions

In this report, unless the context need requires, the following terms and expressions have the meanings set forth below:

360 360 Security Technology Inc. (= AZRERFERNBIRAT)

A Share(s) Domestic share(s) in the share capital of the Company with nominal value of RMB1.00 each,
which are listed on the Shanghai Stock Exchange and to be subscribed for and traded in RMB

AssetMark AssetMark Financial Holdings, Inc.

Articles of Association or Articles

the currently effective articles of association of our Company, as amended

AUM

Asset Under Management

Board or Board of Directors

the Board of Directors of our Company

Board of Supervisors

the Board of Supervisors of the Company

CAGR Compound annual growth rate
CASBE the China Accounting Standards for Business Enterprises ( FEI{PZEE 5148 )
China or PRC the People’s Republic of China, excluding, for the purpose of this annual report, Hong Kong,

Macau Special Administrative Region and Taiwan

China Southern Asset
Management

China Southern Asset Management Co., Ltd. (Changed to China Southern Asset Management
Co., Ltd. after the Reporting Period)

Communications Holding

Jiangsu Communications Holding Company (JTERZIBIERBIRAE] )

Company Law

Company Law of the People's Republic of China ( hE A RHFEHAT)E ), as amended and
adopted by the Standing Committee of the Tenth National People’s Congress on 27 October
2005 and effective on 1January 2006, as amended, supplemented or otherwise modified from
time to time, which was further amended on 28 December 2013 and became effective on 1
March 2014

An index consisting of 300 index sample stocks which are most representative selected by the

CSI300 Index Shanghai Stock Exchange and Shenzhen Stock Exchange jointly with the scale and liquidity as
the basic standards
CSRC the China Securities Regulatory Commission ( FEIREASEEEEEET )

Director(s)

director(s) of the Company

FICC

fixed income, currency and commodity

Fintech

financial technology

FTSE China A50 Index

A tradable index created by FTSE China Index Limited through selecting 50 Chinese A-share
companies

Futures IB Business

a business activity in which securities firms, as commissioned by futures companies, introduce
clients to participate in futures transactions of the futures companies and provide other related
services

Group, Our Group, we or us

The Company and its subsidiaries, and their respective predecessors

H Share(s)

Foreign share(s) in the share capital of the Company with nominal value of RMB1.00 each,
which are listed on the Hong Kong Stock Exchange and to be subscribed for and traded in HK
dollars

Hang Seng China Enterprises

Hang Seng China Enterprise Index (HSEI or H-share Index) reflects the performance of the
larger H-shares listed on the Hong Kong Stock Exchange. Unlike the Hang Seng Index, the

Index number of constituents of the HSCEI is not limited, but must be the H shares of the maximum
market value and within the constituent stocks of the Hang Seng Composite Index
HKEx Hong Kong Exchanges and Clearing Limited ( HFB8XZ 5 REERERAT) )

HKS, HKD or HK dollars

the lawful currency of Hong Kong

Hong Kong or HK

the Hong Kong Special Administrative Region of the PRC

Hong Kong Stock Exchange

The Stock Exchange of Hong Kong Limited ( HFi8HERZFBERAT))

Huatai Asset Management

Huatai Securities (Shanghai) Asset Management Co., Ltd. (EZ=&#%( 518)&
a wholly-owned subsidiary of the Company

EEEARAT),

Huatai Financial Holdings (Hong
Kong)

Huatai Financial Holdings (Hong Kong) Limited ( E#EZ=E R (&6 ) BIEAT ), a wholly-
owned subsidiary of the Company

Huatai Futures

Huatai Futures Co., Ltd. (EZEIEBIR/AT)), a holding subsidiary of the Company
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Huatai Innovative Investment

Huatai Innovative Investment Co., Ltd. (EZRIFHEEEIR/AT ), a wholly-owned subsidiary of
the Company

Huatai-PineBridge

Huatai-PineBridge Fund Management Co., Ltd. ( EFIAHRESBEEREAT])

Huatai United Securities

Huatai United Securities Co., Ltd. ( EZRFHEEEGRE(EAT ), a holding subsidiary of the
Company

Huatai Zijin Investment

Huatai Zijin Investment Co., Ltd. (L EIREGIREE(EAT)), a wholly-owned subsidiary of
the Company

IFRS the International Financial Reporting Standards
IPO the initial public offering
IT information technology

Jiangsu Equity Exchange

Jiangsu Equity Exchange Co., Ltd. CTERR#EZZ R OBEREEAE) ), a holding subsidiary of
the Company

Jiangsu Guoxin

Jiangsu Guoxin Investment Group Limited GIEAEEEEEEEEEERAT )

Jiangsu SASAC

State-owned Assets Supervision and Administration Commission of Jiangsu Provincial
Government GIHEAREGHEEELEEEEER)

Jiangsu Securities Regulatory
Bureau

Jiangsu Securities Regulatory Bureau of the CSRC ( PEIBEETFHEESR )

Listing Rules or Hong Kong
Listing Rules

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

the Model Code for Securities Transactions by Directors of Listed Issuers as set out in Appendix

Model Code 10 to the Hong Kong Listing Rules

MSCI Morgan Stanley Capital International Index

NMAU the number of monthly active users

NSSF the National Council for Social Security Fund of the PRC (2Bt &{REESIEES )

our Company, Parent Company,
HTSC or Huatai Securities

a joint stock company incorporated in the People’s Republic of China with limited liability
under the corporate name %Z=IFERNBRAE] (Huatai Securities Co., Ltd.), converted

from our predecessor ZRIFEERE(EAT (Huatai Securities Limited Liability Company)

on 7 December 2007, carrying on business in Hong Kong as "HTSC", and was registered as

a registered non-Hong Kong company under Part 16 of the Companies Ordinance under

the Chinese approved name of " FEZ&7</\/\/ARIDBIRAT] ” and English name of "Huatai
Securities Co., Ltd."; the H shares of which are listed on the main board of The Stock Exchange
of Hong Kong on 1June 2015 (stock code: 6886); the A shares of which are listed on the
Shanghai Stock Exchange on 26 February 2010 (Stock Code: 601688). Unless the context
otherwise requires, it includes its predecessor

oT1C over-the-counter

PBOC the People's Bank of China ( R A R$RIT )
QDI qualified domestic institutional investors
QFII qualified foreign institutional investors

Reporting Period

the year ended 31 December 2017

Securities and Futures Ordinance
or SFO

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

SFC

the Securities and Futures Commission of Hong Kong ( 53245 R IIEESEREST)

Shanghai Clearing House

The Interbank Market Clearing House Co., Ltd. ($R4TRHISSERHBIRAT))

Shanghai Stock Exchange or SSE

the Shanghai Stock Exchange ( LiBf8532 50 )

Shenzhen Stock Exchange

the Shenzhen Stock Exchange GGRYIIFEZEIZS )

SSE 50 Index

an index consisting of 50 index sample stocks with large scale and good liquidity, which are
most representative in the securities market of Shanghai selected by the Shanghai Stock
Exchange

Supervisor(s)

supervisor(s) of the Company

TAMP

Turn-key Asset Management Platform, a technological platform providing services such as
investment products and strategies and assets portfolio management, customer relationship
and asset custody, as well as corporate operation

%

per cent

In the 2017 Annual Report, any discrepancies between the total shown and the sum of the amounts listed are due to rounding.
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Chairman’s Letter

Dear Shareholders:

We are standing in a great new age. Profound changes are taking place in various fields including the idea of
development and growth model, the real economy and the capital market, financial supervision concept and
regulatory means, the competitive landscape of the financial industry and business model. For the securities
industry, the key to grasping the competitive initiative in the future is to bid farewell to the original development
model and path dependence, return to the source of the capability of investment banks, re-define mission and
value of the industry, and clearly define the new direction of development.

In the past 27 years, we have experienced gorgeous transformation through self-subversion and redefined ourselves
from the followers to the beyonder and top runners in some fields of the Chinese securities industry. We are the
direct beneficiaries of the policy of reform and opening up as well as the loyal practitioners of the spirit of the
same. Today, how will we define ourselves? We are fully aware that we are currently at the turning point of model
transformation, system reconstruction, and capability reconstruction. Focusing on customer needs, creating value
for them, and growing together with them are the fundamental matters to our settlement and success.

As we firmly focus on customer needs, we have increased our strategic focus and tactical vitality in dealing with
complex situations. As of the end of 2017, the Company's total assets reached RMB381,482,540 thousand, and
the owner's equity attributable to shareholders of the Company reached RMB87,335,938 thousand. In 2017, the
Company's total operating revenue and other income reached RMB31,323,372 thousand, and the profit for the year
attributable to the shareholders of the Company was RMB9,276,520 thousand. We have established a favorable
industry position and influence in overall strength and reached a higher development starting point for the future.

As we firmly focus on customer needs, we have restructured the two major business systems of retail and wealth
management as well as institutional services, forming a customer-driven organizational structure and operating
mechanism. On this account, we have been constantly releasing the full potential of the entire business chain with
the focus on customer needs based on supports of platform, systemaltization and digitization, making our various
financial products become a close link with customers, and striving to create differentiated core competitiveness.

»p Wealth Management

The diversification of customer structure in China's wealth management market has brought the increasingly
complex and diverse wealth management needs. To develop along with the customers' wealth is our indelible
responsibility. Therefore, to seek for greater customer number and larger asset scale is our long-term strategic goal.

In 2017, we not only maintained the leading position in the market with the largest stock-based trading volume,
but also worked with more than 12 million customers with more than RMB2.7 trillion customer assets, and had
more than 6 million monthly active users in the application ZhanglLe Fortune Path and our capital intermediary
business was close to RMB150 billion. This gave us the courage to continue our strategic initiative, and redefine the
transformation of wealth management throughout the market cycle.

However, this is just the beginning. The retail business system based on ZhanglLe Fortune Path and the wealth
management system centered on investment consulting will start with a three-dimensional coordinated operation
model. At the mobile and PC ends, innovative platforms and tools iteratively transform transaction services to the
extreme. The abutment and absorption with AssetMark has formed a new operating system for B2B2C, showing a
sign of wealth management business model with differentiated characteristics. Although our asset management
business already ranked second in the industry, creating a competitive financial product system is still an essential
matter. With our professional capabilities, we launched a series of financial products with Huatai characteristics by
external introducing and internal creating, carefully selected and scientifically configured products for customers.

p» Institutional Services

In the past year, our institutional client number and assets scale increased significantly. The industry positioning
strategy of the investment banking business strengthened the leading professional strength and influence. The
amount of Mergers and Acquisitions transactions ranked No. 1 in the industry. The investment trading business
significantly contributed to the overall performance of the Company and the continuously strengthening product
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capability is becoming an important support for the transformation of wealth management.

The customer-oriented era is approaching. We aggregated resources and prospectively restructured the institutional
customer service system. This is a moat to enhance the core capabilities, and the determination to achieve
strategic transformation. We will layer customer classification, take sales transaction as a front contact, promote
effective linkage of investment banking, investment transactions, research, and PB business resources, establish an
integrated service system, and create core competencies of asset creation, asset pricing and product creation.

We hope that, through key investment and market refinement, we can rapidly establish competitive advantages and
brand influences in institutional services that match the Company's position in the industry.

»p International Development

The two-way opening up of the capital market has accelerated the pace of domestic customers "going global”
and overseas customers “walking in". The relaxation of industry access is also preparing for new changes in the
competition. We are ushering in a high-level competition age of internationalization and opening up.

We are pleased to see that the asset management scale of AssetMark is steadily increasing, cross-border investment
banking and research businesses are making remarkable progresses, and international development is gradually
enhancing. We are fully aware that exploiting the advantages of local resources and deepening cross-border
resource linkages are the foundation of international development. For this purpose, we are building a cross-border
integrated financial services platform to provide customers with a full range of overseas investment and financing
services. We will focus on mining customer needs, strengthening cross-border collaboration in investment banking,
research, investment transactions and wealth management, and shaping new features and new advantages in
international development. This is how we let the global capital market perceive our ambitions.

pp Science and Technology Enabling

Our pursuit of financial technology is endless to meet various customer needs and deliver ultimate customer
services. For over ten years, we constantly invested greatly in information technology to shape the core competitive
advantage of our financial technology based on our own research and development. In 2017, our information
technology staff accounted for 6.61% of the total employees. The smart application ZhanglLe Fortune Path on the
mobile terminal continued to take a lead in the industry. From back-end support to business development and
customer service-driven engines, the function of information technology has been redefined. Technology has been
the essence of our strategic development.

Make the professional world simpler and more professional. We help investment advisors to conduct business
efficiently on our advanced financial service platform. We strive to meet the demand for investment and research
integration of customers on our customized institutional trading platform. We will also make full use of the profound
data resources and tap the value of continuous data to open the boundless space for product development and
customer service model innovation.

One should never immerse ourselves in the past or be intimidated by the future. Every redefinition is a self-
confrontation of courage and wisdom, and a self-subversion of inertia and stereotype. Encourage ourselves and
move forward without hurry and haste. We will remain true to our original aspiration of creating value for our customers,
contribute to the development of the real economy, and strive to achieve a new leap in the new era.

Zhou Yi
Chairman and CEO

28 March 2018
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Company Profile

COMPANY INFORMATION

Chinese name of the Company

FERIESRHBRAT

The Chinese abbreviation of the Company
BRES

English name of the Company
HUATAI SECURITIES CO., LTD.

Abbreviation of English name of the Company
HTSC

Legal representative of the Company

Zhou Yi

General manager of the Company

Zhou Yi

Authorized representatives of the Company

Zhou Yi, Zhang Hui

008

Registered capital and net capital of the Company
Unit: Yuan Currency: RMB

As of the end of the Reporting As of the end of the previous
Period year
Registered 7,162,768,800 7,162,768,800

capital

Net capital 46,742,933,091.84 45,122,195,552.96

Qualifications of each of the business lines of the Company

According to the business license issued by Jiangsu Provincial
Administration for Industry and Commerce, the business scope of the
Company includes: securities brokerage, proprietary trading of securities,
securities underwriting (limited to underwriting of government bonds,
debt financing instruments of non-financial enterprises and financial
bonds (including policy-bank bonds) only), securities investment
consulting, intermediary introduction business for futures companies,
margin financing and securities lending business, agency sale of
financial products, agency sale of securities investment funds, custodian
for securities investment funds, agency services for gold and other
precious metals spot contracts and proprietary business for spot gold
contracts, stock options market making business, other business
activities approved by CSRC. (Projects that need to be approved by law
shall be carried out upon approval by relevant authorities.)

Please refer to "Appendix I: qualifications of the main business" of this
report for qualifications of the main business of this company.
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Secretary of the Board

Securities affairs representative

Name Zhang Hui

LuoYi

10/F, Building 1, No. 228 Middle Jiangdong

12/F, Building 1, No. 228 Middle Jiangdong

Address Road, Nanjing, Jiangsu Province Road, Nanjing, Jiangsu Province
Tel. no. 025-83387793. 83388272. 83389157 025-83387788
Fax 025-83387784 025-83387784
Email zhanghui@htsc.com luoyi@htsc.com
Joint company secretaries
Name Zhang Hui Kwong Yin Ping Yvonne
Address 10/F, Building 1, No. 228 Middle Jiangdong 18/F, Tesbury Centre, 28 Queen's Road East,

Road, Nanjing, Jiangsu Province

Wan Chai, Hong Kong

BASIC INFORMATION

Registered address of the Company

No. 228 Middle Jiangdong Road, Nanjing, Jiangsu
Province

Postal codes of registered address of the Company

210019

Office address of the Company

No. 228 Middle Jiangdong Road, Nanjing, Jiangsu
Province

Postal codes of office address of the Company

210019

Principal place of business in Hong Kong

Room 4201, 42/F, The Center, 99 Queen's Road
Central, Hong Kong

Company website

http://www.htsc.com.cn

Email

boardoffice@htsc.com

Main exchange

025-83389999

Customer services hotline

95597 or 4008895597

Company fax

025-83387784

Business License Unified Social Credit Code

91320000704041011J

Brief of Index inclusion

SSE 50

CSI1300

FTSE China A50

HSCEI

009

salba1enS pue sisAjeuy bunesedo

8dUeUIBA0Y) Bjel0dioD)

uondadsuj Joj s)usWINd0Q pue Loday [epuRUlY




IV.

. Huatai Securities | HTSC

INFORMATION DISCLOSURE AND LOCATION FOR INSPECTION
OF DOCUMENTS

Name of newspapers selected by the Company  China Securities Journal, Shanghai Securities News, Securities
for information disclosure Times, Securities Daily

Website designated by the CSRC for publication

http://www.sse.com.cn
of annual report

Website designated by the Hong Kong Stock

Exchange for publication of annual report http://www.hkexnews.hk

Location for inspection of annual report of the No. 228 Middle Jiangdong Road, Nanjing, Jiangsu Province; The
Company (A Share) Shanghai Stock Exchange

No. 228 Middle Jiangdong Road, Nanjing, Jiangsu Province;

Location for inspection of annual report of the Room 4201, 42/F, The Center, 99 Queen's Road Central, Hong

Company (H Share)

Kong
SHARES OF THE COMPANY
Type of share A Share H Share
Stock exchange for listing Shanghai Stock Exchange Hong Kong Stock Exchange
Stock name IR HTSC

601688 6886

Stock name before change: Nil
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OTHER INFORMATION OF THE COMPANY

(1) Historical development of the Company, mainly including the reorganization and

capital increases

The predecessor of the Company was Jiangsu Securities Company (I & & 38 5 /A & ), which was established in
December 1990 as approved by the headquarters of PBOC, obtained the business license on 9 April 1991, and
officially opened for business on 26 May 1991. In 1994, the Economic Reform Commission of Jiangsu Province
approved the conversion of the Company to be a directional stock raising company. In June 1997, changed its name
to "IIEREHEAIRE(EAT " (Jiangsu Securities Co., Ltd.). In March 1999, changed its name to " #FRIFHE B RS
{£ A &) " (Huatai Securities Limited Liability Company), approved by CSRC, on 29 November 2007 the Company
was converted into " FeFRIEARHBIRAT " (Huatai Securities Co., Ltd.) in its entirety. On 7 December 2007, the
Company completed the business registration for such changes. In July 2009, the Company acquire Xintai Securities
Co., Ltd. (1EZF=EHBMRE1EAF). In February 2010, the Company was successfully listed on the Shanghai Stock
Exchange. In June 2015, the Company listed on the Main Board of the Hong Kong Stock Exchange.

Major capital increase events of the Company:

When it was established on 9 April 1991, the registered capital of the Company was RMB10 million.
The registered capital of the Company increased to RMB202,000,000 in June 1994.

The registered capital of the Company increased to RMB404,000,000 in June 1997.

The registered capital of the Company increased to RMB828,000,000 in May 1998.

The registered capital of the Company increased to RMB850,320,000 in December 1999.

The registered capital of the Company increased to RMB2,200,000,000 in April 2001.

The registered capital of the Company increased to RMB4,500,000,000 in November 2007.

The registered capital of the Company increased to RMB4,815,438,725 on 30 July 2009.

In February 2010, the Company conducted the IPO of 784,561,275 RMB-denominated ordinary shares (A shares), the
registered capital of the Company was RMB5,600 million.

In June 2015, the Company completed its listing on the Main Board of the Hong Kong Stock Exchange and
commenced trading. After full exercise of the over-allotment option, the Company issued 1,562,768,800 H shares in
total, the total share capital of the Company changed to RMB7,162,768,800. Due to the issuance and listing of H shares,
the relevant state-owned shareholders transferred 156,276,880 state-owned shares (A shares) of the Company held
by them to the Social Security Fund in the form of H shares, according to 10% of the number of H shares issued this
time. The changes in share capital structure of the Company were as follows: 5,443,723,120 shares of A shares, which
accounted for 76 % of the total share capital, and 1,719,045,680 shares of H shares, which accounted for 24% of the total
share capital.
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(1) Organization Structure of the Company

Organization Chart:

Compliance and Risk Management Committee

General Meeting

Board of
Supervisors

Audit Committee

Office of Board of

Supetvisors

Development Strategy Committee

Board of Directors

Office of the Board

of Directors

Nomination Committee

Remuneration and Appraisal Committee

President’s Office

General Affair Department
Party-mass Work Department
Office

Strategy Development

Audit Department
Compliance Department
Risk Management Department
Human Resources Department
Planning and Finance
Information Technology
Operating Center

Capital Operation Department

Margin Financing and
Securities Lending Department

Asset Custody Department
Research Institute
Seles and Trading Department
Securities Investment
Financial innovation
Fixed Income Department
Financial Products Department

Network Finance Department

Brokerage and Wealth
Management Department

Branches

Holding Subsidaries Participating Subsidaries

Wholly-owned Subsidaries

E-Capital Transfer Co., Ltd.
Ginpu Industrial Fund Management Co., Ltd.
Bank of Jiangsu Co., Ltd.
Huatai-PineBridge Funds Management Co., Ltd.

China Southern Asset Management

Jiangsu Equity Exchange
Huatai Futures

Huatai United Securities

Huatai Innovative Investment
Huatai Zijin Investment
Huatai Financial Holdings (Hong Kong)
Huatai International Financial Holdings Company Limited

Huatai Asset Management

Securities Branches

Note: On 4 December 2017, Huatai International Financial Holdings Company Limited received approval from the SFC

which approved it to be a substantial shareholder of Huatai Financial Holdings (Hong Kong). Currently, the structural

re-organization of Hong Kong subsidiaries is in progress.
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(111) The Number and Distribution of Securities Branches of the Company

As of the end of the Reporting Period, the Company had 242 securities branches, which are widely located in 29
provinces, municipalities and autonomous regions including Shanghai, Beijing, Guangdong, Jiangsu, Hubei and etc.
For more details of the number and distribution of securities branches of the Company, see "Appendix II: List of Branch
Offices and Securities Branches” of this Report.

Provinces, Number of Provinces, Number of . e Number of
Municioaliti - L . Provinces, Municipalities and e
unicipalities and Securities Municipalities and Securities Reqi Securities
; : egions
Regions Branches Regions Branches Branches
. . . (@]
Anhui Province 5 Hebei Province 1 the N|ng><|a Hui Autonomous 1 -‘?'Z
Region =3
>
Beijing 7 Henan Province 3 Shandong Province 7 Li:;
o
Chongqing 1 Hubei Province 29 Shanxi Province 1 é
QU
>
Fujian Province 4 Hunan Province 3 Shaanxi Province 2 &
o
Gansu Province 1 Jilin Province 3 Shanghai 15 Q&
@
Guangdong Province 23 Jiangsu Province 93 Sichuan Province 7
the Guangxi Zhuaﬁg 2 Jiangxi Province 2 Tianjin 4
Autonomous Region A
o
Guizhou Province 1 Liaoning Province 7 the ?(|nJ|ang Uygur Autonomous 1 -8‘
Region o
®
i (@)
Hainan Province 2 Inner Mongolia . 3 Zhejiang Province 8 i}
Autonomous Region 3
>
Heilongjiang Province 5 Qinghai Province 1 %

VIl. OTHER INFORMATION

Accounting firm engaged by
the Company (domestic)

Name

KPMG Huazhen LLP

Office address

8/F, KPMG Tower, Oriental Plaza, 1 East Chang'an Avenue,
Dongcheng District, Beijing, PRC

Name of the signatory accountant

Wang Guobei, Zhang Nan

Accounting firm engaged by
the Company (overseas)

Name

KPMG

Office address

8th Floor, Prince’s Building, 10 Chater Road, Central, Hong
Kong

Name of the signatory accountant

Pang Shing Chor

Name ALLBRIGHT LAW OFFICES(Nanjing)
Legal adviser engaged by
the Company (domestic): Office address 19/F, Metro Building, No.228 Zhongshan Road, Xuanwu District,
Nanjing City, Jiangsu Province
Name Clifford Chance
Legal adviser engaged by
the Company (overseas): Office address 27/F, Jardine House, One Connaught Place, Central, Hong
Kong
China Securities Depository and Clearing Corporation Limited,
Name )
Shanghai Branch
Share registrar for A Share
Office address 36/F, China Insurance Building, No. 166 Lujiazui East Road,
Pudong New Area, Shanghai, PRC
Name Computershare Hong Kong Investor Services Limited
Share registrar for H Share: ) 17M Floor, Hopewell Center, 183 Queen’s Road East, Wan Chai,
Office address

Hong Kong
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Summary of the Results

KEY FINANCIAL DATA AND INDICATORS

(I) Key Accounting Data and Financial Indicators for the Past Three Years

Unit: Thousand Yuan Currency: RMB

Increase (decrease)

Item 2017 2016 by (%) compared to 2015
the previous period

Total revenue and other gains 31,323,372 24,631,628 2717 39,415,525
Profit before income tax 11,584,644 8,593,428 34.81 14,263,497
Profit of this year-attributable to
Shareholders of the Company 9,276,520 6,270,612 47.94 10,696,871
Net cash (used in)/generated (6,726,875) 22,019,862 (130.55) (46,417,732)
from operating activities
Total amount of other
comprehensive income after tax (2,717,380) 1,065,484 (355.04) 1,435,066

this year

At the end of

At the end of

Increase (decrease) by

At the end of

0,
ltem 2017 2016 (%) compared 'Fo the 2015
previous period

Total assets 381,482,540 401,450,397 (4.97) 452,614,615
Total liabilities 292,892,628 315,790,200 (7.25) 371,085,844
Total equity attributable to 87,335,938 84,357,457 3.53 80,784,925
shareholders of the Company

Total equity 88,589,912 85,660,197 3.42 81,528,771

Total share capital (shares)

7,162,768,800

7,162,768,800

7,162,768,800

014



Annual Report | 2017

(I1) Key financial indicators

Key financial indicators 2017 2016 Percentage of increase/decrease (%) 2015
Basic earnings per share
(RMB/share) 1.30 0.88 47.73 1.65
Diluted earnings per share
(RMB/share) 1.30 0.88 47.73 1.65
ROE (%) 10.56 7.73 2.83 17.09
Debt-to-assets ratio (%) 71.80 72.25 (0.45) 74.85

Net assets attributable to the
Company's shareholders per 12.19 11.78 3.48 11.28
share (RMB/share)

Note: Debt-to-assets ratio = (total liabilities-accounts payable to brokerage clients)/(total assets-accounts payable to brokerage clients)

salba1enS pue sisAjeuy bunesedo

(1) Net Capital of the Parent Company and Risk Control Indexes

o

Unit: Yuan Currency: RMB Q

8

3

| As of the end of the As of the end of the @

tem R - X ) @

eporting Period previous year e

S

Net capital 46,742,933,091.84 45,122,195,552.96 %
Net assets 78,682,800,778.57 75,942,209,841.25

_S"!

Net capital/the sum of various risk provisions (%) 193.75 206.71 %

2

Net capital/net assets (%) 59.41 59.42 §

[

>

Net capital/net liabilities (%) 29.75 38.09 :6

2

Net assets/net liabilities (%) 50.08 64.10 §

L

Valqe o_f proprietary eqL(J)lty securities and 60.50 5538 5

derivatives/net capital (%) 3

g'.

) ) ) . 2
Valge ofopropnetary fixed income securities/net 108.16 65.95

capital (%)

Core net capital 40,742,933,091.84 37,622,195,552.96
Supplementary net capital 6,000,000,000.00 7,500,000,000.00
Total risk capital provision 24,125,200,293.77 21,829,243,932.41
Total on-balance and off-balance assets 249,717,303,395.43 208,043,528,950.74
Capital leverage ratio (%) 19.05 21.35
Liquidity coverage ratio (%) 619.25 246.05
Net stable funding ratio (%) 130.39 139.68
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(V) Key Accounting Data and Financial Indicators for the Past Five Years

The financial situation for the past five years is as follows:

1. Profitability

Unit: Million Yuan Currency: RMB

Item 2017 2016 2015 2014 2013
Total revenue and other gains 31,323 24,632 39,416 15,978 9,000
Total expenses 20,279 16,492 25,572 10,349 6,272
Sharg pf profits of associates 540 454 420 285 219
and joint ventures

Profit before income tax 11,585 8,594 14,263 5,915 2,948
Profit of the year attributable

to shareholders of the 9,277 6,271 10,697 4,486 2,220

Company

2. Asset Details

Unit: Million Yuan Currency: RMB

ltem

31 December 2017

31 December 2016

31 December 2015

31 December 2014

31 December 2013

Total assets

381,483

401,450

452,615

272,226

116,214

Total
liabilities

292,893

315,790

371,086

230,282

79,413

Accounts
payable to
brokerage
clients

67,336

92,729

128,367

70,228

30,843

Total Equity
attributable
to
shareholders
of the
Company

87,336

84,357

80,785

41,299

36,174

Total equity

88,590

85,660

81,529

41,944

36,801

Total share
capital
(shares)

7,162,768,800

7,162,768,800

7,162,768,800

5,600,000,000

5,600,000,000
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3. Key Financial Indicators

ltem 2017 2016 2015 2014 2013
Dividend per share (RMB) - 0.50 0.50 0.50 0.15
Basic earnings per share
(RMB/share) 1.30 0.88 1.65 0.80 0.40
- . (@]
Dilutive earnings per share 130 0.88 165 0.80 0.40 3
(RMB/share) ' ' ' ' ' 2
3
=
ROE (%) 10.56 773 17.09 174 6.24 g
g.
Debt-to-assets ratio (%) 71.80 72.25 74.85 79.23 56.89 =
ot
Net assets per share Lr-;
attributable to <
shareholders of the 12.19 11.78 11.28 7.37 6.46
Company (RMB/share)
o
Note: Debt-to-assets ratio = (total liabilities-accounts payable to brokerage clients)/(total assets-accounts payable to brokerage clients) 3
S
®
g
(V) Key Performance Indicators 3
:
Equity attributable to shareholders of Net profit attributable to shareholders of °
the parent company Unit: RMB100 million the parent company Unit: RMB100 million
'S"!
CAGR T
1000 +20.63% 873.36 120 106.97 2
P
800 100 CAGR 92.77 8
80 +41.84% g
600 62.71 %—
412.99 60 2
400 | 341.82 361.74 5
40 o
22.20 2
200 20| 16.16 3
=
0 0 3
2012 2013 2014 2015 2016 2017 2012 2013 2014 2015 2016 2017 g'»
=)
Source: Regular reports of the Company Source: Regular reports of the Company
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WEALTH INSTITUTIONAL INVESTMENT INTERANTIONAL

BUSINESS

MANAGEMENT SERVICES MANAGEMENT
BUSINESS BUSINESS BUSINESS

Trading volume of stocks and  Equity underwriting amount Average monthly scale of assets ~ AssetMark AUM
funds transaction RMB under management
RMB

7.86% 110.572 ... 788.562 .i. 42.4 .iicnuso

Market ranking Market ranking Market ranking Market ranking
The number of monthly active  Bond underwriting amount  Average monthly scale of The market share
users of ZhanglLe Fortune RNMB active management assets of AssetMark
Path RMB
6.0434 201.600.... 240.18 5%
" million . billion . billion . o
> %
Market ranking Market ranking Market ranking Market ranking
Explanations: The share and ranking of the
Balance of margin financing Number of merger, acquisition  The number of enterprise tfadiﬂg :O'um: of stocks fa"d funds ore
- : Lo e t the WIND tion; t
ETR/?BSECU”UGS lending and reorganization asset securitization issuance o mber of monthly active users of ZoonglLe

(Reviewed and approved by the Fortune Path and its ranking are quoted
reorganization committee) from the statistics of Analysys in December
2017; the balance of margin financing and
securities lending and its ranking are quoted

from WIND information; the outstanding

58 813 15 3 amounts of securities-backed lending
[ ] billion and its ranking are quoted from statistics

in the monthly reports of the Shanghai

Stock Exchange and the Shenzhen Stock

Exchange; the equity underwriting amount

and its ranking and the bond underwriting

amount and its ranking are quoted from

WIND information; the number and amounts

Market ranking Market ranking Market ranking ~ of merger, acquisition and reorganization

and its ranking are quoted from statistics of
merger and acquisition and reorganization
transactions reviewed and approved by
the reorganization committee based on
Outstanding amounts of Amount of merger, aquisition The total amount of enterprise  the information available to the public;

Securities-backed lending and reorganization asset securitization issuance the average monthly scale of assets under
RMB RMB management and its ranking and the
RMB average monthly scale of active management

(Reviewed and approved by the assets and its ranking are quoted from the

reorganization committee) 2017 fourth quarter statistics from Asset

Management Association of China; the
number and total amount of enterprise asset

securitization issuance and its ranking are
il ini il quoted from WIND information; AssetMark
L) billion . billion u billion AUM are quoted from the internal statistics of

the Company; the market share of AssetMark

3 and its ranking are quoted from Cerulli

Associates and relevant public information

in terms of the analysis of the TAMP industry

by the end of the third quarter of 2017; for

the terms without special illustration, the

information is from the statistics by the end

Market ranking Market ranking Market ranking  of the Reporting Period and the statistics for
the Reporting Period.
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DIFFERENCES IN FINANCIAL DATA PREPARED IN ACCORDANCE

WITH DOMESTIC AND FOREIGN ACCOUNTING STANDARDS

There is no difference between the net profit for 2017 and 2016 and the net assets as of 31 December 2017 and 2016 set
out in the combined financial statements prepared in accordance with the PRC GAAP and in the combined financial

statements prepared in accordance with the IFRSs.

ITEMS MEASURED UNDER FAIR VALUE

Unit: Yuan Currency: RMB

Name of items

Balance at the
beginning of the

Balance at the end of

the period

Change in the current

period

Effect on the profit

of the current period

period in amount
Financial assets at
fair value through 83,107,232,026.80 84,550,421,345.70 1,443,189,318.90 2,982,689,911.78
profit or loss
Financial liabilities
at fair value | 27,919,978,030.69 14,381,328,363.06 (13,538,649,667.63) (563,965,789.71)
through profit or
loss
Available-for-sale 43,736,561,642.99 44,583,168,305.62 846,606,662.63 4,864,307,750.06
financial assets
Held-to-maturity 5,000,000.00 - (5,000,000.00) 319,191.39

investments

Derivative financial
instruments

(757,418,940.03)

(1,250,569,036.53)

(493,150,096.50)

18,899,376.86

Total

154,011,352,760.45

142,264,348,977.85

(11,747,003,782.60)

7,302,250,440.38
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Major Events of the Company

Huatai Securities was established in 1991, and with its

steady development for 26 years, it has been a leading 601688.SH ®® 6886.HK
large-scale integrated securities group with both A

shares and H shares listed.

P SEREEANAREZR
I

The Company became
the holding company of
Huatai United Securities.

[+ == f

A

{

Huatai Securities

(referrgd to as Jiangsu Huatai Financial Holdings The A shares of the
Securlltles Company) was (Hong Kong) Limited was Company were listed on the
established. established. Shanghai Stock Exchange.

®-0-90—-¢

0N S Erslyny ":_.'_..:.J o
¥ O et }
}'nf- LELRS L} :\.-_ ‘tfl‘

»

#

-
=
r

o 2E= = 5 °
A% ol - "E'i
RN o !jif
The first stock of Jiangsu The CRM (Customer The H shares of the
Province "Taiji Industry" Relationship Company were listed on
was issued publicly. Management) system was The Stock Exchange of
launched and put into Hong Kong Limited.
operation.
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ASSETMARK

The Company acquired
ASSETMARK in the United
States.

MATIC, an integrated
financial service platform
for professional investors,
was launched.

The first publicly offered
fund of Huatai Asset
Management was
launched.

DiuEd

FEnzg

i ik,

The number of registered
users and downloads of
Zhangle Fortune Path
exceeded 37 million.

Annual Report | 2017

Huatai Securities was
awarded the "Outstanding
Contribution Award for
New Generation Trading
System” and "Outstanding
Contribution Award in terms
of Shenzhen-Hong Kong
Stock Exchange” by the
Shenzhen Stock Exchange.

Huatai Securities released
Zhangle Fortune Path
APP5.0.

wWww.aso.cn

N
¢ 360

The reorganization of 360
for which Huatai United
Securities served as
Exclusive Financial Adviser
was approved.

EFFICIENCY f

HONESTY

f PRUDENCY f INNOVATION )
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Summary of the Company's Business

Strategic vision >

Being committed to becoming a first-class integrated financial
group with domestic strengths and global vision

We are a leading integrated securities group in China, with a substantial customer base, a leading e-Platform and a highly col-
laborative full-service business model. Our principal business lines comprise wealth management, institutional services, invest-
ment management and international business. We construct a client-based organizational mechanism, provide comprehensive
securities and financial services to individual and institutional clients to meet their financial needs through an organic online and
offline blending, and aim to become a leading integrated financial group with strong domestic advantages and a global vision.

Helping custemers Wealth Maintaining
grasp the: management leadership in wealth
opportunities ¢f management
international assat and financial
allocation technolegy

e business .

Hi
N \aboraiy, ¥
"

. 1 i
International a2 Institutional
business &3 services

S8
> &
2 5
&%Oﬂbe uot® {\}

%/a 5 (LL < wﬁ.}c

Developirig Providing customers
outstanding with first-class
asset comprehensive
managemnit Investment integrated financial
brand management services
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I. DESCRIPTIONS OF OUR PRINCIPAL BUSINESS LINES, OPERATION
MODELS AND INDUSTRY CONDITIONS DURING THE REPORTING PERIOD

Wealth
management

business

We provide customers with diversified wealth management services, including securities, futures and options brokerage, financial
products sales, and capital-based intermediary business based on the Mobile Terminal (ZhangLe Fortune Path), PC online platform,
subsidiaries, securities and futures business department, Huatai Financial Holdings (Hong Kong), and AssetMark through the online
and offline blending, and the domestic and overseas linkage. For securities, futures and options brokerage, we mainly execute trades
on behalf of our clients in stocks, funds, bonds, futures and options, etc to provide trading services. For financial products sales
business, we provide customers with a variety of financial products sales services and asset allocation services, and the related financial
products are managed by the Company and other financial institutions. In respect of capital-based intermediary business, we provide
diversified financing services including margin financing and securities lending as well as securities-backed lending to our clients. Key
drivers to wealth management business include fee and commission income, and interest income.

Institutional
services

business

We carry out a strategy which is led by investment banking with the institutional sales as the link and an integration of business
resources such as investment and trade and research, to provide a all-round comprehensive financial service, which mainly includes
investment banking, research and institutional sales, investment and trading and asset custody, for various types of enterprises and
financial institutions.

(1) Investment banking business primarily consists of equity underwriting, debt underwriting, financial advisory and OTC business.
For equity underwriting business, we provide IPO and equity refinancing services for our clients. For debt underwriting business,
we provide various types of bond financing services for our clients. For financial advisory business, we center on advising MEA from
industry distribution and strategy perspective for clients. For OTC business, we provide clients with NEEQ listing and follow-on
financing services, and relevant OTC businesses engaged in by Jiangsu Equity Exchange. Key drivers to investment banking include
advisory fees, underwriting and sponsorship fees.

(2) Research and institutional sales business mainly consists of research business and institutional sales business. For research
business, we provide various professional research services for clients. For institutional sales business, we promote and sell securities
products and services to clients. Key drivers to research and institutional sales include incomes from services concerning various
research and financial products.

(3) Our investment and trading business primarily consists of equity investment and trading, fixed-income investment and trading,
OTC financial products and trading. For our equity investment and trading business, we engage in the investment and trading of
stocks, ETFs and derivatives for our own account and also engage in market-making services for exchange-traded financial products.
For our fixed-income investment and trading business, we engage in the trading of various types of fixed-income securities and
derivative instruments on interbank bond market and stock exchanges and engage in market-making services in interbank bond
market. For OTC financial products and trading business, we offer and trade OTC financial products, mainly including equity return
swaps, structured notes and asset management schemes, for clients. We also engage in providing market-making and quotation
services on the NEEQ. Furthermore, we engage in commodities trading for precious metal such as gold. Key drivers to investment and
trading business include investment income from stocks, fixed-income products and derivatives.

(4) Our asset custody business mainly consists of asset custody and fund services for private funds, publicly offered funds and various
types of assets management institutions. Key drivers to asset custody business include fees for fund custody and service fee.

Investment
management

business

We accept the fund entrustment from clients, develop and provide various financial products and manage the assets for clients
based on our professional investment research platform and substantial client base to satisfy their investment and financing needs.
Our investment management business mainly consists of asset management for securities firms, private equity fund management
and asset management for fund companies. Asset management business for securities firms mainly consists of collective asset
management business, targeted asset management business, specialized asset management business and mutual fund management
business (which are operated on a differentiated basis from our mutual fund management for fund companies). For private equity
fund management business, we operate direct investment business, which includes investment in, and management of private equity
funds, through our wholly-owned subsidiary Huatai Zijin Investment. For asset management business for fund companies, we hold
non-controlling interests in two mutual fund management companies, namely China Southern Asset Management and Huatai-
PineBridge, through which we participate in the operation of asset management business for fund companies. Key drivers to asset
management business include management fee, performance fee and investment income.

International

business

We enforce the cross-border linkage and collaboration comprehensively for more effective satisfaction of multiple financial needs
of domestic clients to “go global” and overseas clients to “walk in” and establish a cross-border financial-based integrated service
platform.

We engage in the operation of international business, mainly consisting of investment banking, brokerage and wealth management,
research and institutional sales, equity derivatives, fixed-income sales and trading and asset management business, via Huatai
Financial Holdings (Hong Kong), a wholly-owned subsidiary of the Company. For investment banking business, we provide for both
Chinese and foreign corporations with equity and debt underwriting, advisory on cross-border M&A and financing solutions. For
brokerage and wealth management business, we provide securities trading service on multiple overseas markets for Hong Kong
and US stocks, and overseas asset allocation and wealth management services for clients. For research and institutional sales, we
provide an integrated research and institutional sales service both in and out of China with the coverage of all industries. For equity
derivatives business, we perform cross-border equity derivative trading, design and sales businesses to provide various capital-based
equity intermediary services for clients. For fixed-income sales and trading business, we provide comprehensive fixed-income sales
and trading services, including market-making services, sales across-asset classes, and structured products for our clients. For asset
management, we provide institutional clients, high net worth and retail clients with portfolio and fund management services. We
completed the acquisition of AssetMark in the United States in 2016. AssetMark is a leading turn-key asset management platform
and a third-party financial service institution that provides investment strategy and asset portfolio management, customer relation
management, asset custody and a series of services and advanced and convenient technology platform for investment advisors. Key
drivers to international business include brokerage commission, underwriting sponsorship fee, advisory fee, interest income and asset
management fee.
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Il. Awards and Honors

() Key awards and honors of the Group

Risk The Selection of "10th Golden Cicada Award" hosted by China Times:
management ¥ The Company was awarded “2016 Risk Control & Management Securities Firm”
Social "China Social Responsibility Charity Ceremony” jointly hosted by Xinhuanet and Research

responsibilities

Center for CSR of Chinese Academy of Social Sciences:

¥ The Company was awarded "2017 China Social Responsibility Award for Corporate Excellence”

Others

Award Ceremony of “2016 China Award of Financing Listed Corporations” hosted by China

Financing Market (a Hongkong magazine):

¥ The Company was awarded the prize of “Best Brand Value”

"The Selection of Asia Capital Golden Orientation Award" hosted by The 21st Century Business

Herald:

¥ The Company was awarded the prize of "Annual Outstanding Security Firm"

(I1) Key awards and honors of the business segments of the Company

Wealth
management

business

The data from Analysys:

¥ Zhangle Fortune Path secured first
position in the industry in terms of
monthly active users in 2017

China Business & Chinese Academy of Social

Sciences:

¥ "Outstanding Security Firm for Wealth
Management” for Year 2017

East Money Net:

¥ Huatai Futures was awarded "The Most
Popular Futures”

Statistics from Wind information:

¥ Secured first position in the trading volume of
stocks and funds transactions in the industry
in 2017

The Selection of “2017 Excellent APP of Security

Firm"” hosted by "China Securities Traders" of

Securities Times:

® Zhangle Fortune Path won several awards
such as "Top Ten Brand”, "User Satisfaction
Award", "Most Catchy Securities Traders' APP
Names Platinum Award"
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¥ Ranked No.2 in terms of the number, and
No.1 in terms of amount, of merger and
acquisition projects reviewed and approved by
Restructuring Committee for year 2017

MergerMarket:

¥ Ranked No.2 in term of the number of M&A
projects in Great China in which the Company
acted as the financial advisor in year 2017

The Selection of “Institutional Investor « CaixinBest

Analyst of Greater China” for 2017 jointly hosted

by an authoritative financial journal in U.S.,

Institutional Investor, and Caixin Media:

¥ Our research institution ranked No.2 in terms

The 10th Xincaifu top investment banks awards:
¥ No.6 in terms of the best domestic investment banks

¥ No.3 in terms of investment banks with the best
overseas market service capability

¥ No.4 in terms of the most outstanding investment
banks in equity underwriting

¥ No.7 in terms of the most outstanding investment
banks in debt underwriting

¥ No.2 in terms of the most outstanding investment
banks in merger and acquisition

¥ No.5 in terms of the most outstanding investment
banks in asset securitization

¥ No.3 in terms of top investment banks in the medical

Institutional of the most powerful Chinese institutions in treatment and health industry
services research, No.4 in terms of the best analysts, ¥ No.5 in terms of top investment banks in the
busi No.5 in terms of the best sales team with nine financial and real estate industry
usiness i irecti i
LE‘:UBS;?{ /;:Irl]:;loAnWaar:egsts on the list and won ¥ No.2 in terms of TMT top investment banks
The Selection of “2017 Junding Award for The best‘ project as ﬂnanoaladwslor:' )
Investment Bank Excellence of China" hosted by ¥ No.lin terms of back-door listing of S.f.Holding
Securities Times: through Dingtai Rare Earth & New Materials
® Huatai Securities was awarded “2017 Junding ¥ The best overseas project: Privatization of Qihoo
Award for All-around Investment Banks 360 ranked No.1; Acquisition Home Inns Group by
of China”; “2017 Junding Award for Bond Capital Tourism ranked No.3; Acquisition of Kerr by
Investment Banks of China”; “2017 Junding Xiwang Food ranked No.6
Award for M&A Investment Banks of China”;  Selection of 2017 New Fortune Best Analyst:
"2017 Top Ten Innovative Projects Award of @ Strategy research group ranked No. 4
China: Privatization of Qihoo 360, Acquisition '
of 100% Equity of Home Inns Group by Capital ¥ Construction work research group ranked No. 2
Tourism"” ¥ Macro-research group and financial engineering
group were short-listed and both ranked No.7
The Shanghai Stock Exchange:
¥ 2016 Excellent Asset Securitization Product  The 3rd China Securitization Forum:
Innovation Award ¥ ABS Outstanding Deal Award
China Venture's “11th Annual Investment @ Excellent Deal Award
Conference in China" annual summit: ¥ New Prominent Award
¥ 2016 TOP10 Private Equity Investment China Securities Journal:
Institutions with Greatest Growth Potential in ) i
Investment China ¥ China Southern Asset Management was honored as
management @ 2016 TOP10 Investment Institutions in the 20 Glo|<#en BL.J” Fund Management Compan‘}/”
business Medical Service Sector ¥ Huatai-PineBridge Fund was honored as “2016

2017 China Asset Management Industry” Summit

& Jinding Prize Fund hosted by National Business

Daily:

¥ The most powerful securities trader & asset
manager, the best team in fixed income, the
best ABS team, the best securities trader in ABS
products - financial leasing

Golden Bull Fund Company of Passive Investment”

Shanghai Securities News:

¥ China Southern Asset Management was awarded
2016 Golden Fund « Top Corporation Award"

¥ Huatai-PineBridge Quantitative Smart was honored
as "Golden Fund « 2016 Quantitative Fund"”

International

business

¥ Huatai Financial Holdings (Hong Kong)'s paid-
in capital amounted to HKD8.8 billion, and its
capital scale ranked among the best in Hong
Kong

MergerMarket:

¥ Huatai Financial Holdings (Hong Kong) ranked
No.2 in terms of both the number of merger
and acquisition projects and trading volume of
PRC investment banks in Hong Kong in 2016.

Cerulli Associates:

¥ As of the end of the third quarter of 2017, AssetMark
ranked No.3 in terms of the TAMP market share in
the United States with a market share of 9.5%
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PERIOD

ll. ANALYSIS ON CORE COMPETITIVE STRENGTHS DURING THE REPORTING

Adhere to the concept of
centering on customer
and form a full-service
blending business

advantage

The Company adheres to the operating concept of centering on customer, being
committed to accurately grasping and timely responding to customer needs,
and establishes the resolution rapidly to satisfy the needs of our customers. The
Company adjusted the organizational structure and operating mechanism during
the reporting period to establish a management system driven by customers.
Meanwhile, the Company has formed a strong capability of a full-service resource
allocation and highly-efficient resources integration benefitted from our highly
consistent strategic concept and a complete coordination mechanism.

A leading customer base

in the industry and a

highlighted advantage in a

systematic transformation

of wealth management

Benefiting from our diversified channel advantage and professional service, the
number of customers and the size of asset custody have been kept a constantly
increase with a leading position in the industry. Our substantial customer base
and their asset size became the strong guarantee and significant support to the
development of our businesses. Meanwhile, the Company orderly advanced the
implementation of wealth management transformation from team, product and
technology platform and other aspects through pro-actively taking advanced
international service system for reference and drawing on experiences from the
acquisition of AssetMark. The systematic advantages of transformation have been
emerging. The Company actively proceeded the development of the team of
investment advisors and the ability in wealth management services; pursuant to the
statistic of the Securities Association of China, by the end of the reporting period,
the proportion of investment advisers in parent company accounted for 25.43% of its
total staff, ranking the top in industry.

Advanced innovation in
Internet layout with a
constantly leading retail
business volume in the

industry

The Company owns an Internet strategic layout and strategy implementation which
is leading the industry and providing a first-mover advantage for the Company. The
mobile terminal application Zhangle Fortune Path has been continuously improved
and upgraded since its introduction in 2014, with multiple intelligent services and
products taking a leading position in the industry. The number of active users
ranked top of the broker APP list for successive three years and the brand effect
has gradually emerged. The system has become the core carrier for acquiring retail
customers and collecting customer assets. In the meantime, online and offline
resources have been blended and advanced simultaneously, which also enhance
customer development and the efficiency of services. During the reporting period,
our retail business took the lead in the industry and secured first position in terms
of trading volume of stocks and funds transactions in the industry for four years in a
row.

Systematic competitive
advantages enhanced
constantly along with the
increasingly highlighted
effect of institutional

services market

Centering on the needs of corporate and institutional customers with a strategy
which is led by investment banking with institutional sales as the link and integration
of business resources such as investment and trading, research and PB, the
Company has constructed a full-service chain system for institutional service to
improve the coverage of high-quality customers and the depth of market influence.
During the reporting period, investment banking department completed several
market benchmarking projects, and both the amount of acquisition and the IPO
approval rate took the lead in the industry, which further expanded the market
influence of our institutional business and provided high-quality customers and
assets for other business lines of the Company. While realizing the investment
performance, the investment and trading business actively developed various
types of financial products relying on the platform and systematic investment and
development capability to meet the needs of customers; the research business has
established an integrated service system for both domestic and overseas customers,
constantly enhancing its domestic and overseas influence.
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The Company developed its independent ability of research and development in
major businesses and key system fields based on customer needs and business
needs, constantly improved its capabilities in R&D as well as operation and
maintenance, and aggressively promoted the transformation of a technology-
Business developed with supported business model to a technology-driven business model. The IT
the support of information  investment, scale of professionals and technical innovation strength ranked top in
the industry. During the reporting period, the Company introduced a customized
trading service platform, namely MATIC, market products INSIGHT and other
differentiated competitive  pysiness systems and service platforms with advanced functions. Meanwhile, the
advantage established Company continuously improved its analytical and application ability of big data,
explored the potential value of data with an active arrangement in frontline financial
technology and fostered new business model and service model. In addition, the
Company made full use of information technologies to efficiently promote the
compliance and risk management.

s noqy

technology and a

The market-oriented reform on human resource management was the source
of vitality for promoting continuous improvement of the Company. In recent
years, the Company has established and improved the mechanism for selection
and appointment of talents based on ability and performance as well as market-
oriented employment mechanism and compensation incentive mechanism. The
of market-oriented constant introduction of top-level talents, innovative talents, cross-border talents
mechanism with a top- and international talents improved the Company's talent competitiveness and
overall strength. The senior management of the Company has developed a deep
understanding of the industry development with rich experience and excellent team
leadership. The management team and staff team of the Company have stronger
sense of urgency for reform and efficient executive power, which is also the internal
power of the Company's continuous transformation and breakthrough.
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IV. BUSINESS COVERAGE

Huatai Securities has broad business coverage
with 242 business branches and 29 subsidiaries in
the PRC. It advanced the strategy of internalization
stably by Huatai Financial Holdings (Hong Kong)

and the acquisition of AssetMark. S
[ 2

242 29

Business Subsidiaries

branches

Tibet o

L

ASSETMARK.

The Company successfully completed the acquisition
of AssetMark in 2016, which effectively facilitates the
transformation of wealth management business and
the connection with international resources. It makes a
key step in the layout of international development.

== ~%
2@ [ = =
== . ' -~ P
3 USA o
-~

Note: The map and presentation in this section do not represent standard
geographic maps, but for the purpose of presenting business coverage of the
Company only.
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Hainan Huatai Financial Holdings (Hong Kong) Limited
The registered capital of Huatai Financial Holdings
(Hong Kong) was HK$8.8 billion, which ranked top in
the industry in Hong Kong. Huatai Financial Holdings
__; , (Hong Kong), as a wholly-owned subsidiary of the
N s /,:' Company, has provided global capital market services
~—— China ﬁi: _/; for customers through the position advance of Hong
\\-\A’___,_\_\ = Kong as a global financial center.

Hong Kong China
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Management Discussion
and Analysis

MANAGEMENT DISCUSSION AND ANALYSIS AND REPORT OF THE BOARD

I. Management Discussion and Analysis

Unit: Thousand Yuan Currency: RMB

Year-on-

Segment Segment year change Year-on- Year-on-year
Segment Segment : . of segment year change change of

By segment revenue and | profit margin d ¢ i
other income expenses results %) revenue an of segment segment profit

other income expenses (%) margin (%)

(%)
Wealth Decrease of
management 14,098,968 (9,163,180) 4,935,788 35.01 (6.55) (2.23) 2.87 percentage
business points
Institutional Decrease of
services 5,425,015 (3,586,952) 1,841,047 33.94 716 10.73 2.10 percentage
business points
Investment Increase of 2.52
management 3,435,393 (1,183,337) 2,291,339 66.70 3.28 (0.60) percentage
business points
International Increase of 103.27
busi 3,767,094 (3,603,246) 163,848 4.35 951.25 405.50 percentage
usiness :

points
Increase of 142.24
Others 4,596,902 (2,741,991) 2,352,622 5118 476.32 38.64 percentage
points
Increase of 2.10
Segment total 31,323,372 (20,278,706) 11,584,644 36.98 2717 22.96 percentage

points

() Wealth management business

1. Market environment and industrial trend for wealth management business
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(1) The expansion in both market size and trading volume of the wealth management business
market in China brought with strategic opportunities to securities companies in exerting their
competitive advantages in wealth management business

s noqy

In last decade, the wealth of individual and high net worth persons in China increased rapidly by an annualized growth
rate of approximately 20%, representing a leading level in the world. According to the statistics in BCG global wealth
database, in 2016, total financial assets investable by individuals in China amounted to RMB126 trillion, ranking the
second in the world. The rapid increase in wealth scale eventually drove the rapid development of wealth management
market. Meanwhile, capital market is becoming a significant market for high net worth individuals to obtain, remain,
increase, utilize and inherit their wealth, while securities companies have inherent advantage in serving clients’' demand
for financial services in capital market. Based on experience from matured markets, securities companies (or investment
banks) are crucial players in the wealth management service market. Compared with other wealth management
institutions, securities companies have remarkable advantage in terms of research, product design, asset access,
investment management and professionals and have great potential in expending wealth management business and
creating differentiated features.

Total finanicial assets invested by individuals in China
Unit: RMB trillion
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159 '8‘
150 &
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2
100 [}
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23 ®

2007 2013 2014 2015 2016 2017 2018 2019 2020 2021

(Estimate) (Estimate) (Estimate) (Estimate) (Estimate)

Source: BCG global wealth database; BCG analysis
Note: Financial assets invested by individuals include offshore assets, not including non—financial assets, such as real estate and luxury goods.

(2) Changes in market trends and clients’ demand preference presented favorable external
environment for the wealth management transition of securities companies

With the increasing intensification of market competition and the impact from Internet technology, brokerage rate for
equity trading for securities companies continued to decline with traditional profitability models weaning. Therefore, a
transition from channel services to diverse comprehensive financial services and comprehensive wealth management
business demonstrated a major trend for securities companies. In recent years, regulatory policies have been guiding

UO!DSdSU| 10J sjuswind>oq pue LIOdSH |enueUly

the marketization and rationalization of capital market with more stringent standards to facilitate the transition of
investors from “for speculation” to “for investment”. During the Reporting Period, the stock market experienced
moderate increase in a general stable trend, with SSE Composite Index increased by 6.56% and SSE 50 Index increased
by 25.08%. The concept of value investment and rational investment is gradually accepted by investors. Meanwhile, the
demand and preference of high net worth clients were changing with changes in the macro environment. On the one
hand, demand from clients was more diverse, complex and professional. On the other hand, greater importance was
attached to the advice on major assets allocation and related service from professional financial institutions. All of the
above factors have provided favourable background to securities companies for transition to comprehensive wealth
management leveraging on their existing resources.
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The trend of China's major indices in 2017 The trend of international major indices in 2017
40%
35% 35.99%
32.35% 35%
30%
0,
25% 24.64%  25.08% 0%
21.78% 25%
20% 20% 19.42%
0,
15% 15%
10% 109 7.63%
6.56% o ’
5% J 5% l
0% 0%
SSE CIS  Hang Seng China SSE FTSE FTSE S&P HSI
Composite 300 Enterprises China 100 500
Index Index A50
Source: Wind Bl Annualincrease/decrease Source: Wind Bl Annual increase/decrease

(3) The extensive application of Fintech has advanced the development of a more digital,

M

intelligent and integrated wealth management business

In recent years, the rapid development and penetration of Fintech has significant effect on the development
of wealth management industry. The scope of wealth management business has been expanding with
increasingly reducing entry barrier and optimizing service experience. The digitalized and intellectualized
wealth management platform, featured with robot investment advisor was penetrating to the core steps
(such as financial planning, risk adaption and resource allocation) of wealth management. It serves a large
number of small and medium clients in a convenient and efficient way while providing alternatives for resource
allocation to high net worth clients. Meanwhile, the wealth management service model with man-machine
interaction is increasingly popular. It may provide clients with comprehensive wealth management service with
combined advantage by giving full play to the respective comparative advantage of human investment advisor
and digitalized wealth management service. It will be a significant strategic choice for securities companies to
develop new model and competitive advantage for wealth management business by taking full advantage of
Fintech.

. Operation measures and achievements of wealth management business

In 2017, the Company adjusted its organizational structure, further established the customer-centered concept
and corresponding organizational structure and gave full play to its collaborative advantages in the whole
business chain so as to promote the transformation of wealth management. The Company has made certain
breakthroughs in various areas and achieved satisfying results from initial attempts and thus accumulated
valuable experience, which provide a solid foundation for furthering the transition.

The leading position in the securities, futures and options brokerage business has been remained,
with the first position in trading volume of stock fund transaction kept for four consecutive years

During the Reporting Period, securities brokerage business actively adapted to policy and market environment
change. It fully enhanced the eligibility management of clients, persistently expanded customer base and
customer asset scale, and kept optimizing customer structure and revenue composition as well as continued
to promote the transformation of securities brokerage business. Measures such as insisting on Internet
development strategy, enhancing internal/external resources integration, promoting the integration of online
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and offline business, and upgrading the intelligent
marketing service platform by Fintech have been
taken to optimize procedures and standards
for customer services and develop a stereo and
seamless customer service network. It gradually
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Company's market share and ranking in terms Unit:
of trading volume of stocks and funds RMB trillion

- 000000

2013 2014 2015 2016

developed a wealth management development 20 r10%
model with comprehensive financial services as the CAGR - 869
core in the system, made great efforts in building +40.04%
the team of investment advisors and continued to 20 19.01
upgrade the investment advisor platform in order 5.52%
to improve professional service capability and | °%
meet clients’ demand for diverse financial services. 10
According to WIND information, trading volume
) 3.53
of stocks and funds of the Company during the
Reporting Period was RMB19.01 trillion in total, with ofp o 000000 | 0%
a market share of 7.86% and ranking the first in the 2012 2017
industry for four consecutive years. Source: Bl 7 Trading Market
Regular reports of the Company volume share
Data relevant to agent transaction amount and market share
Currency: RMB
2017 2016
Agency Sales
Categories of Amount Market Share  Categories Agency Sales Amount Market Share
Securities (in RMB100 (%) of Securities (in RMB100 million) (%)
million)
Stocks 168,116.95 756  Stocks 200,008.38 7.85
Funds 22,022.39 11.23  Funds 45,194.72 20.33
Debentures 171,912.65 3.25 Debentures 136,541.20 2.88
Total 362,051.99 470 Total 381,744.30 5.08
Source: Wind

During the Reporting Period, the Company continually optimized and improved the functions of mobile terminal

"Zhangle Fortune Path” to develop an intelligent, digital, standard and professional mobile financial service

system through innovation in financial trading technology. During the Reporting Period, “ZhangLe Fortune Path”

was downloaded for 11,047,700 times. Since the “Zhangle Fortune Path” was available to download online, the

accumulative downloads reached 37,424,500. According to observable data, the Company’s average NMAU in
2017 was 5,839,600 and the NMAU in December 2017 reached 6,043,400, with the NMAU ranking first among APPs
from securities companies for a long time. Since 2016, the proportion of the number of users trading through

mobile terminal “ZhanglLe Fortune Path” increased steadily. During the Reporting Period, the number of new

accounts opened on the mobile terminal of “ZhangLe Fortune Path” was 1,105,800, accounting for 98.49% of total

new accounts of the Company. 85.29% of the Company's trading customers traded through “ZhanglLe Fortune

Path". Therefore, mobile terminal has become the major trading channel for clients.
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Annual average number of monthly Unit Ten thousand Proportion of the number of users trading through ZhangLe
active users of ZhangLe Fortune Path Fortune Path

700 CAGR 85% 82.25%
+40.33% 583.96 80.25%
600 ’ : 80% 78.609
° 76.79% ' 200%
500 75% 72.28%
400 70%
300 296.54 65%
59.34%

200 60%
100 55%

0 50%

2015 2016 2017 2015Q2 2015Q4 2016Q2 2016Q4 2017Q2 2017Q4

Source: The data from Analysys Source: Internal statistics from the Company

During the Reporting Period, the Southbound Trading business of the Company was conducted in a stable and
smooth manner with more active investment transactions. During the Reporting Period, for the Southbound
Trading business under Shanghai-Hong Kong Stock Connect, there were 30,600 authorised users in total, with
a total transaction amount of RMB78.524 billion and the market share of 5.27%. For the Southbound Trading
business under Shenzhen-Hong Kong Stock Connect, there were 38,700 authorised users in total, with a total
transaction amount reaching RMB30.386 billion and a market share of 6.60%. During the Reporting Period,
through expanding customer base and furthering professional service, the stock option brokerage business of
the Company increased steadily with a total volume of 17,811,700, with a market share of 7.82%. As of the end of
Reporting Period, the cumulative accounts of option investors reached 15,008.

As of the end of the Reporting Period, as to the futures brokerage business, the Company has five branches and
38 futures branches in four domestic municipalities and 14 provinces, as the agent of 55 types of futures. During
the Reporting period, Huatai Futures (excluding clearing members) recorded a trading volume and trading
amount of 175,885,100 lots and RMB10,279.288 billion, accounting for 2.86% and 2.74% of the whole market.
During the Reporting Period, the futures IB business of the Company was conducted in a stable manner. As of
the end of the Reporting Period, 200 securities branches were allowed to be engaged in futures IB business of
the Company. The total number of futures IB business customers reached 31,559. Daily equities of the customers
of futures IB business were RMB2.702 billion.

(2) Financial product management system continued to improve, with the sales volume and held position
of financial products rising steadily

During the Reporting Period, the Company continued to improve the product assessment business system and
continuously enhanced requirements for eligibility management of clients and comprehensively optimized whole
business process management, with the total sales volume and held position of financial products for the year rising
steadily. The Company continued to improve product sales service system to make full use of the advantage of
outlet layout and Internet platforms. Through increasing efforts in market trend research and guiding demand from
branches and clients, the Company has seen increasingly improved business coverage and basic product penetration.
During the Reporting Period, the total amount of the sales and the total income from agency sales of financial
products were set out as below:
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Unit: Yuan Currency: RMB

Agency

2017 2016
Sales of :‘3>'
Financial =
Products Total Sales Volume Total Sales Income Total Sales Volume Total Sales Income =
Funds 23,653,690,358.05 125,643,365.32 18,340,621,642.82 193,266,983.47
Trusts 2,094,773,500.00 12,570,415.14 1,943,000,000.00 3,741,147.58
Others 3,176,006,645,969.75 2,950,342.08 4,012,479,169,811.37 9,535,419.46
Total 3,201,755,109,827.80 141,164,122.54 4,032,762,791,454.19 206,543,550.51

(3) Reinforced risk control and advanced system establishment for capital-based intermediary business
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During the Reporting Period, based on the operating concept of customer orientation, the Company implemented
eligibility management of clients and continued to optimize customer structure in order to advance the establishment
of customer service system. Meanwhile, the Company focused on consolidating operation support base, improving
its operation capability, reinforcing compliance risk control and management throughout the whole business process
to lift risk management level and promote the well development of capital-based intermediary businesses. As of the
end of the Reporting Period, balance of margin financing and securities lending business of the parent company
was RMB58.813 billion, accounting for 5.73% of market share and ranking the second in the industry. The integral
maintenance guarantee ratio was 304.35%. Securities-backed repurchase business of the Company kept growing
during the Reporting Period. As of the end of the Reporting Period, the pending repurchase balance was RMB90.875
billion in total, with a scale ranking the third in the industry and an average fulfillment guarantee ratio of 237.95%.
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Scale and ranking of margin financing and  Unit: RMB Integral maintenance guarantee ratio and average
securities lending business of the Company 100 miillion fulfillment guarantee ratio

Market
ranking: 400%
337.76%

700 654.83 661.14 I 10% .\.\304235%
588.13 339.23%

600 551.43 - 300%
[ (0]
6.38%
500 o 245.28%

400 N&% 5.87% b 6% 200% 237.95%
T B
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300 - 4%
200 100%
2%

100

0 L 0% 0

2014 2015 2016 2017 2015 2016 2017
[ ] Balance —a— The integral maintenance guarantee ratio of margin financing and
securities lending business

—=— Market share The average fulfillment guarantee ratio of securities-backed lending business
Source: Regular reports of the Company Source: Regular reports of the Company

3. Prospect of wealth management business for 2018

Brokerage and wealth management business takes up heavy responsibilities in gathering large-scale customer
resources and creating values for customers. In 2018, the Company will fully leverage its overall forces to build a
new retail business system based on trading services and with “Zhangle Fortune Path” as platform, and focus on
investment consulting and capitalize on the whole business chain to build a wealth management business system.
The Company will make strong efforts in establishing new advantages in the large-scale, systemized and platform-
based business development.
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For brokerage and wealth management business, we will be positioned to create values for customers by enhancing
big data application, exploring digital value in customer deal and behavior, fully pushing ahead service and
product innovation and building customer demand-driven business system and operation model; continue to
enlarge customer base and scale of customers' asset by promoting the classification of customers and the layering
and grading of customers’' demand and advancing the construction of an online and offline integrated business
system; fully promote the transformation of business outlets’ structure and function, strengthen the construction of
investment consulting team and service system, optimize the investment consulting comprehensive service platform
and continuously improve the professional service level of investment consultants, building up professional capacities
in wealth management. Customers’ demand for risk management will be explored in depth for options and futures
brokerage business, driving the implementation and extension of innovation business.

The creation, design and introduction management of financial products will be coordinated in the sales of financial
products to form differentiated sequence and whole value chain service system of financial products, and the
construction of an integrated financial product sales strategies and sales system, which are based on large asset
allocation, will be speeded up, effectively improving the management level of products and meeting the demand of
customers for diversified asset allocation.

Capital-based intermediary business will remain customers’ demand oriented to deepen the content of products
and services and establish a diversified and competitive service system. We will strive to enhance our capabilities
in evaluation of customers’ credit risk and pricing power to ensure safe and healthy business development and
constantly consolidate our superiority in the market.
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(1) Institutional services business

1. Market environment and industry trend of institutional services business

(1) The in-depth development of capital market and increasing proportion of direct financing have provided
strategic opportunities for the development of securities companies’ institutional services business

Itis stated in the 19th CPC National Congress's Report that “China will continue to deepen reform of the financial
system, enhance capacities of the finance to serve the real economy, increase the proportion of direct financing,
and promote the sound development of the multi-level capital market.” It means that direct financing will
take up a more prominent position. The multi-level capital market with complete financing functions and solid
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fundamental system has brought broad space for 2013-2017 Direct financing market change 1OUO“'L:1“FEZ‘2?
development of securities industry, in particular the
investment banking business. 25000 81>_
With the normalization of IPO approval as well 20000 — é
as increased support for return of new economic - - :
enterprises and overseas high-tech enterprises to 15000
A-Share listing, the demand for investment banking
business such as IPO, issue of CDRs, mergers and 10000 =
acquisitions will be significantly improved. Scale of 5000 -
securities companies’ institutional services will be J
further expanded with more diversified business
types, thus institutional services business will have 2018 2014 2015 2016 2017
Funds raised from IPO Ml Funds raised from refinancing

strategic historical opportunities.
Funds raised from convertible bonds [l Funds raised from exchangeable bonds

Source : Wind
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(2) The development trend of diversified and scaled institutional investors has set higher standards for
securities company'’s institutional services business

In recent years, professional institutional investors such as domestic public funds, private equity funds and
insurance companies have made considerable progress. The market value of shares held by professional
institutional investors has also steadily increased and institutional investors are becoming the main force in
the market. At the same time, with the continuous entry of domestic social security funds, pension funds and
corporate annuities, as well as the accelerating entry of QDIIs, QFlls, interconnection funds, and overseas

8dURUIBN0Y) BjelodioD)

funds upon inclusion of A-shares into MSCI, the proportion of long-term institutional funds in the market is
significantly rising. The rapid development of institutional investors will have a more profound impact on market
changes and operation rules. Investors' specialized and diversified financial needs are continuously increasing.
The capital market service models with the securities companies as the core and the institutional services
business development models centering on transactions will be more abundant. In addition, the systematic
institutional services advantages and the differentiated institutional services capabilities will become the key
competitiveness for the development of securities companies.

(3) Preventing financial risks is not only an important challenge for the development of securities companies,
but also a historical opportunity for deepening the development of institutional services businesses.

Reports of the 19th National Congress of the CPC pointed out that “we shall take tough fights to prevent and
mitigate major risks, alleviate poverty precisely and prevent and control pollution”, especially “to improve

UO!DSdSU| 10J sjuswind>oq pue LIOdSH |enueUly

financial supervisory system and hold the bottom line that there is no systemic financial risk". With the
deepening of economic transform and upgrade and financial deleveraging, certain financial risks are gradually
expoced and released, leading to increasingly complicated manifestation and transmission of financial risks.
Securities companies must improve their risk management level, as they shoulder important missions of
maintaining a stable market with healthy and sustainable development.

Resolving financial risks requires a multi-level and orderly development of the financial derivatives market.
Financial derivatives have a complex and diverse base structure with higher professional requirements on capital
scale, capital strength and pricing ability. Securities companies would be able to seize significant opportunities
for growing businesses at an advanced stage, if they can, as equipped with stronger large asset investment,
trading and pricing ability, cultivate their own valuation and pricing core competencies, grasp the opportunity of
FICC and financial derivatives arising from the release of financial risks and changes in asset valuation, coupled
with unique risk management service value and professional financial product innovation and design capability.
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2. Operation measures and achievements of institutional services business

Huatai Securities started reform on investment banking business in 2011, where the merger and acquisition
and reorganization business was first to lead the reform and transformation of the Company to build its core
competitiveness, which was achieved by capitalizing on its own marketization and professionalization trend. From 2012
to 2016, Huatai Securities ranked first in the industry, successively for the fifth time, in terms of the number of merger
and acquisition and reorganization transactions, as reviewed and approved by the reorganization committee. In terms of
the amount of merger and acquisition and reorganization transactions, as reviewed and approved by the reorganization
committee, Huatai Securities ranked first in the industry in 2017. Other investment banking businesses, such as IPO,
refinancing, bond underwriting, have advanced much under the whole business chain system in recent years.

In 2017, the Company restructured the institutional services business so that it can better explore advantageous full
business chain services and improve comprehensive customer services ability. Continually focusing on the industry
and furthering regions, the investment banking business emphasized specialization and systematic coordination and
strengthened domestic and overseas, OTC and in-market coordination, with awareness of compliance risk control
improved significantly.

(1) Further improvement of investment banking business in market position and branding strength

@

During the Reporting Period, the Company continued to implement the whole business chain strategy, by means
of improving the integrated operation system of large investment banking centering on customers, to progress the
execution of projects and to ensure the quality of project execution, thereby promoting the market position and image.

Consolidated Data
Currency: RMB

Times of lead underwriting Lead underwriting amount Lead underwriting income (Ten
(time) (Ten Thousand Yuan) Thousand Yuan)
Issuance
category Current Accumulated _ Accumnulated Current Accumulated
) over  Current Period ) over
Period over the years Period
the years the years
Issue of new 18 159 71437165  9,959,438.31 49,631.17 435,822.31
shares
Additional
issue of 26 150 5,280,050.07 23,177,231.42 28,787.18 192,591.17
shares
Allotment of . 30 R 1,002,136.78 - 19,236.96
shares
Issue of
bonds 139 546 14,935,304.50 55,247,427.03 35,295.40 239,871.56
TOTAL 183 885 20,929,726.22 89,386,233.54 113,713.75 887,522.00

Note: The above data is from the regulatory reports of the Company; preferred shares are included in the additional newly issued shares; bonds issuance is
all-inclusive which counts in treasury bonds, enterprise bonds, corporate bonds (including exchangeable bonds), convertible bonds, short-term financing
bonds and medium-term notes, etc.

Equity underwriting business

During the Reporting Period, the equity underwriting business adhered to the "industry-led and customer-centric”
strategy to focus on key areas and industries, and to cultivate high-quality customers. With expanding customer
base and strategic partnership, the business branding effect was continuously improved. According to the Wind
information, the Company’s equity lead-underwriting amount (including the initial offering, additional offering,
allotment of shares, preferred shares, convertible bonds, exchangeable bonds) was RMB110.572 billon, ranking fifth
in the industry.
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Amount, number and ranking of equity underwriting of the Company Unit: RMB100 miillion
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1. Source: Wind;

2. Includes IPO, placement (inclusive of ancillary financing and placement subscribed with assets), rights issue, preferred shares, convertible bonds and
exchangeable bonds;

3. The statistical caliber of Wind is issuance date, while the statistical caliber of the Company’s regulatory reporting is payment date. Therefore, there exist
differences between the data from the Wind and the statistical data of the Company.

(2 Bonds underwriting business

During the Reporting Period, the bonds underwriting business focused on advantageous products with the
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full use of all license edge, and continued to promote innovation-driven strategy. Besides, it strengthened
business channels, improved customer hierarchical management, and actively cultivated core customer groups,
seeking an improvement on top of its solid position in the industry. According to the Wind information, the
lead-underwriting amount of full variety bonds was RMB201.600 billion, ranking seventh in the industry.
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1. Source: Wind;

2. Includes local government bonds, policy-bank bonds, non-policy financial bonds, enterprise bonds, corporate bonds, short-term financing bonds,
medium-term notes, dedicated instruments, bonds issued by international institutions, bonds issued by government-supported agencies, asset-backed
securities, convertible bonds, exchangeable bonds and other bonds;

3. The statistical caliber of Wind is issuance date, while the statistical caliber of the Company’s regulatory reporting is payment date. Therefore, there exist
differences between the data from the Wind and the statistical data of the Company. For the calculation method of issuing quantity, the statistical caliber of
Wind is different from that of regulatory reporting.
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(@ Merger and acquisition and reorganization business

During the Reporting Period, the merger and acquisition and reorganization business focused on key customers
to develop classic projects. The Company led the project of restructuring and listing for a web security company
named 360, as well as other merger and acquisition transactions with significant market influence, which allowed
its leading position maintained in the industry and its business reputation increased. The amount of merger
and acquisition and reorganization transactions, as reviewed and approved by the reorganization committee,
reached RMB97.304 billion, ranking first in the industry during the Reporting Period.

Amount, number and ranking of merger and acquistion and reorganization
Currency: RMB

2015 2016 2017
Number 28 23 15
[ 9]
Ranking by number @ @ @
Transaction amount (in RMB 100 million) 1,040.63 1,968.43 973.04

'

Ranking by transaction amount @ @ @

Source: The number, scale and ranking of merger and acquisition and reorganization transactions reviewed and approved by the reorganization com-
mittee based on the information available to the public.

4 OTC business

The NEEQ business actively promoted the reform on investment banking service system based on the whole industrial
chain, given market conditions and adjustment of the overall strategic planning, to provide customers with high quality
comprehensive financial services in an all-round manner. During the Reporting Period, the Company recommended
three companies for listing, completed 19 times issuance of shares for 15 listed enterprises with a total amount raised
of RMB800 million, and completed one merger and acquisition and reorganization transaction and one acquisition
of financial advisor business. The Company's subsidiary Jiangsu Equity Exchange actively integrated business
resources, strengthened innovation of financial products, and continued to construct featured segment and increase
risk prevention, providing a full range of comprehensive financial services for listed enterprises. As of the end of the
Reporting Period, the Company has developed 212 membership units and a total of 56,564 investors of all types; the
Company has helped 2,220 listed enterprises, raising RMB636 million for the listed companies through equity financing
and raised RMB98 million through equity pledged financing.

(2) Research and institutional sales business

The research business continued to strengthen team construction, increased the introduction of overseas and Hong
Kong stock research talents with international vision to strengthen research service strength and improve the quality of
customer services, leading to the growth of the influence and pricing capacity of the research business. The Company
intensified the efforts on exploring institutional customers, further propelled the integration of the research businesses
in Mainland China and Hong Kong, thus providing more comprehensive research services for customers to conduct
cross-region and cross-market asset allocation. The institutional sales business continues to promote the construction
of institutional sales and trading platform, aiming to increasing the platform management and lean management of full
process for institutional customers, which purports to explore comprehensive demands of institutional customer so as to
provide comprehensive financial services in an all-round way. Customer coverage and cooperation type of the Company
in research business became more comprehensive during the Reporting Period. In this year, the Company issued 4,144
research reports, and organized 9,020 institutional roadshows and 707 reverse roadshows, 322 teleconferences, joint
research on 910 companies and 68 forums and special topics conferences. During the Reporting Period, the volume of
sub-position transactions of the Company for mutual funds was RMB436.123 billion; the market share was 3.81%.
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(3) Investment and trading business

1 Equity investment and trading business

s noqy

The Company imposed strict control over risks and constantly intensified the philosophy of "absolute return” in value
investment. The Company actively built industrial database to carry out research from the point of industrial chain, and
constantly optimized the management of stock pool investment and research. It effectively utilized various financial
instruments and trading technologies and actively exploited investment varieties with high margin of safety. With a
tracking system for quantifying market built, the Company monitored the market all-round, and developed an overall
investment strategy and deployment plan, realizing scientific and precise management of the whole process, which
effectively increased investment arrangement ability. The Company put much efforts on building a professional big
data investment research team to upgrade the big data system platform, so as to promote the development of trading
strategies and upgrading of business model. In addition, it continued to conduct strategic research in greater depth and
wider range, with benefits of scale achieved on the stock strategic trading business.

(2 Fixed-income investment and trading business
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The Company started to carry out FICC business and continually expanded the depth and range of business synergies,
with an aim of increasing its capability to tap into and grow the FICC business in full scale. For proprietary investment

business, the Company adjusted its position structure timely as per the market behavior, and constantly improve the
initiative of investment strategy using quantitative risk identification and hedge, with strategy transactions enriched and
innovated and successfully obtaining low-risk excess returns. As for sales & trading business, the Company explored
customer demands for risk management and accelerated the research and development of multi-strategy products,
which contributed to a reverse increase in the accounts of investment consulting and outsourcing investment, with
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customer structure continued to optimize. As for bulk commodity business, the Company mainly concentrated on
enriching trading varieties and optimizing the trading mode, actively carrying out gold leasing and lending business
linked with product design business for bulk commodities. As for foreign exchange business, the Company actively
advanced business model research and system construction to accelerate the layout of cross-border business.

(@ OTC financial products and trading business

The Company actively implemented the eligibility management of investors, constantly improved the functions of
OTC market transaction system and the business system and process, as well as the operation efficiency and customer
experience, promoting orderly conduct of the issue and sales transactions of the OTC business. During the Reporting
Period, the Company issued 298 private placement products through the business system and OTC market, with the
total amount of RMB36.229 billion. As of the end of the Reporting Period, the Company had 70 income swap transaction
businesses with a notional principal of RMB2.481 billion. As of the end of the Reporting Period, the Company had 388
OTC option businesses with a notional principal of RMB29.661 billion. Moreover, the Company actively carried out
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NEEQ market making business. As of the end of the Reporting Period, the Company has provided market making and
quotation services for 54 listed companies, with a total value for market making of RMB595.3738 million.

(4) Asset custody business

The Company continuously optimized the business system and process, promoted the construction of integrated
product back-end operation, service and management platform, and improved the efficiency of business operation
and management. In addition, the Company actively promoted the construction of multi-level customer service system,
continued to expand business coverage with enhanced marketing efforts, kept widening business development space
and boundary, so as to meet the demands of all kinds of customers based on standard basic services and personalized
value-added services. As of the end of the Reporting Period, the Company had 1,897 fund custody products and the
business scale of fund custody reached RMB54.122 billion, and there were 2,727 private fund service business products
(including 896 products of asset management subsidiary) and the service business scale reached RMB965.345 billion
(including the business scale of asset management subsidiary of RMB912.532 billion).
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3. Prospect of 2018 for institutional services business

In 2018, for the institutional services business, the Company will integrate business resources of investment trading,
research, lead-brokers fields to establish a vertical group-level institutional customer service system, led by the
investment banking business and linked by institutional sales. It will try to make key breakthrough to increase the
coverage of quality customers and market influence, build core competence of asset creation, asset pricing and product
innovation and design, so that it can develop competence of institutional services business in line with the Company's
overall position.

The investment banking business will, basing on the integrated platform and the whole business chain system of
large investment banking, strive to increase service ability of full products and comprehensive services fast response
capability towards the direction of industry focus, regional layout and customer cultivation. Equity underwriting
business will increase the reserve of quality IPO projects to optimize refinancing business distribution and increase
customer loyalty and industry reputation. The equity underwriting business will establish stable market development
system, increase sales and trading capacity and fully exert versatile business advantages linking stock and bond. For
the merger and acquisition and reorganization business, the Company will continuously enhance the trading mindset
of the team and the team'’s capability of deal-making, and enhance the ability of cross-market service. The Company
will optimize the customer structure of the NEEQ business, broaden the scope of service orderly, and maximize the
coverage of premium customers. Jiangsu Equity Exchange will continue to promote building featured segment,
strengthen the communication and cooperation with financial institutions, and constantly improve the service function.

The research and institutional sales business will continue to improve the integrated domestic and overseas business
system, aiming to increase the platform management and lean management of full process, and to build synergic
patterns and docking mechanism of institutional investors service, increasing the professional ability to create value for
customers.

The investment trading business will set up customer oriented business structure and service system, strengthen
the integration of across-asset strategies, promote establishment of financial products, so as to increase income
on investment and establish a more differentiated competitive business system. The equity investment and trading
business will accelerate the construction of big data system platform, strengthen strategy development and innovation
of trading modes, shifting to the transaction-centric business origin. The Company will be customer oriented, optimize
FICC business layout, develop the core competence of valuation and pricing, and continuously improve the ability to
access excessive return and market competitiveness. The OTC financial products and trading business will continuously
enhance product design and customer service capabilities, and create an OTC market platform integrating investment,
financing and trading.

The asset custody business will continue to enrich the intension of business service, optimize business operating
process, promote intelligent business operations and management, build efficient and integrative service capabilities,
thereby further growing the scale of asset custody outsourcing business, increasing the market influence and
competitiveness.
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(1) Investment management business

1. Market environment and industry trend of investment management business

(1) New stage of asset management business returning to the origin with normative development

With the forthcoming promulgation of new regulations of asset management and follow-up regulatory rules, the
asset management business will officially commence the process of dechannelizing. Under the circumstances,
regulatory arbitrage space is compressed, the industry enters a normal period of stable development, and
consequently, the active management ability will become the core competitiveness of asset management institutions
in the future. According to the statistics from Asset Management Association of China, the total amount of asset
management business of securities and futures operating companies reached approximately RMB53.57 trillion, with
a 3.44% increase compared to that of 2016. Specifically, the total amount of asset management business of securities
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companies was RMB16.88 trillion, with a 3.98% decrease compared to that of 2016. The asset management business
of large comprehensive securities companies will enjoy greater potential relying on their own diversified business
structures, that was in terms of playing advantages of investment and research, furthering product exploration ability
and creating differentiated competitive edges in active management.

(2) Steady development of private equity investment business towards serving real economy

Along with the deepening of the supply-side structural reform and the optimized transformation of the real economy,
plus the introduction of policies and regulations relating to the equity investment industry at the regulator level, the
private equity investment business, as an important force directly servicing the real economy, is developing towards
more organized and orderly direction. According to statistics from Zero2IPO Research Center private placement
department, China’s private equity institutions raised 2,533 new funds in 2017, with an increase of 51.22% compared
to that of 2016; the raising scale was a total amount of RMB1,421.267 billion, with a 42.69% increase compared to
that of 2016. Facing increasingly fierce market competition, the private equity investment business under securities
companies continued to optimize and upgrade business models, with their full business chain advantages and on the
basis of investment and research integration. With the above, they can improve efficiency of serving the real economy
by forming new business features and differentiated competence advantages.

Amount of assets managed by securities firms and Amount raised by private equity investment funds
year-on-year increase and year-on-year increase

Unit: RMB trillion Unit: % Unit: RMB100 million Unit: %
20

100% 15000 14212.67 100%
18 1758 16.88
0,
Lﬁl 49.56% . 50% 12000 85.36% 76.31%
12 11.89 47| 9960.49
9000 45.52%

10 0 -50%

s 7.95

- ° 6000 5649.54 4 %

6 3882.43

4 - ~50% 2000 | 209451

2

0 - -100% 0 -0

2014 2015 2016 2017 2013 2014 2015 2016 2017
Il Total amount of assets managed by securities firms (RMB trillion) [ ] Amount raised by private equity investment funds
Year-on-year increase in the amount of assets managed by securities firms Year-on-year increase in the amount raised by private equity investment funds

Source: The Asset Management Association of China Source: Statistics from Zero2IPO Research Center private placement department

2. Operation measures and achievements of investment management business

(1) Asset management business of securities companies

The Company set up an asset management subsidiary in 2014, formally raising the curtain of transformation
and reform of the asset management business. Following the market-oriented and professional principle, the
Company introduced outstanding talents and improved the organizational structure and mechanism, enabling
it to capture the opportunity of brisk growth in the scale of asset management business. Recently, stricter
regulations, dechannelizing, deleveraging and risk prevention have become the keynote of the industry, in which
case, the Company shall expedite the adjustment of business model as that was a key to establish its competitive
edges in the future.

Huatai Asset Management returns to the origin of asset management, being directed under its full business
chain strategy with customer demands centered, enabling it to satisfy various business needs of customers
with wide varieties of financial products. According to the 2017 fourth quarter statistics from Asset Management
Association of China, the Company's asset management scale averaged RMB788.562 billion on a monthly basis,
ranking second in the industry, while its active asset management averaged RMB240.187 billion on a monthly
basis, ranking fourth in the industry.
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The product line of the collective asset management  Scale and ranking of asset Unit: RMB100 million

business was more balanced, the fixed income management of the Company

investment maintained advantages, the equity Market
investment performance was significantly improved, ranking: @ @ @ @

and the comprehensive financial service capability
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was continuously strengthened. Totally, 83 collective 1000 CAGR 8146.52 oan 62

asset management plans were under management 8000 +33.1%

and the total management scale was RMB109.025 6163.00

billion. In respect of the targeted asset management o000 9o
business, we actively enhanced the active management 4000 3'/344.00 §
capabilities. Along with the steady development of the L?;
banking securities business, the outsourcing investment 2000 E_)
achieved positive revenues. Totally, 755 targeted asset 0 g
management plans were under management and 2014 2015 2016 2017 %
the total management scale was RMB740.901 billion. [ Scale of asset management g
The advantages of the specialized asset management Source: The Asset Management Association of China ‘?2

business continued to be enhanced in terms of consumer
finance, leasing, supply chain and financial inter-banking, and breakthroughs were achieved in terms of real estate

finance and internationalization. Totally, 58 specialized asset management plans were under management and the
total management scale was RMB62.605 billion. In respect of the public fund management business, we issued and
established three public funds, namely Huatai Zijin Tiantianjin Monetary ETF (FEZEEXKEEE ETF), Linggianbao
(Z4$87 ) and Honglidibo (AR ), gradually establishing a product line covering low, medium and high risk levels,
with a total management scale of RMB5.219 billion.
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The table below sets forth the scale and income of the Company’s asset management business:
Currency: RMB

2017 2016 z
>
1850 Entrusted Scale Net income (RMB10 Entrusted Scale Net income (RMB10 %
(RMB100 million) thousand) (RMB100 million) thousand)) '§
Collective asset 3
management 1,090.25 152,393.14 1,294.74 125,559.51 E
business 5
g
Targeted asset s
management 7,409.01 36,965.94 7,187.05 28,935.95 =
business g
Specialized asset s
management 626.05 5,692.38 351.41 4,714.15
business
Public fund
management 52.19 364.71 - -
business
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Number, amount and ranking of the enterprises’ ABS (asset-backed securities) issued by the Company  unit: RMB100 million

Market Market
5@ @ @ @ 4@ @ @
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Source: Wind [ ] Number of ABS issued Source: Wind [ ] Amount of ABS issued

(2) Private equity fund management business

The Company regulated its private equity fund management business in accordance with a series of regulatory
policies and regulations, through which it actively adjusted to the regulation changes, and actively established a
unified business operation and back-end support system to improve the comprehensive operation level of “fund

|

raising, investment, management and disposal”. As of the end of the Reporting Period, the Company set up a total of
17 private equity investment funds. The amount of the funds subscribed totalled RMB42.207 billion and the amount
of paid-in contribution totalled RMB34.846 billion. During the Reporting Period, the Company carried out or made
additional investments in 64 investment projects via its private equity investment funds, among which 60 were equity
investment projects and four were debt investment project; total investment amount was RMB5,658,325,500, among

which, RMB5,485,911,600 was for equity investment projects and RMB172,413,900 was for debt investment projects.

(3) Asset management business for fund companies

Fund companies under the Company continued to strengthen and improve the compliance and risk control system,
strengthen the building of sales team, enhance the investment management capabilities, promote the synergies
between sales and investment, as well as provide customers with integrated solutions and one-stop services through a
variety of product strategies. As for asset management business of China Southern Asset Management, As of the end
of the Reporting Period, the total assets managed by China Southern Asset Management amounted to RMB724.610
billion. Specifically, China Southern Asset Management managed a total of 153 funds in its mutual funds business,
the total asset size of which amounted to RMB440.031 billion, and the total size of private funds business amounted to
RMB284.579 billion. As for asset management business of Huatai-PineBridge, As of the end of the Reporting Period,
the total assets managed by Huatai-PineBridge amounted to RMB94.078 billion. Specifically, Huatai-PineBridge
managed a total of 57 funds in its mutual funds business, the total asset size of which amounted to RMB82.634 billion,
and the total asset size of private funds business amounted to RMB11.445 billion. (The profit or loss from equity
investments of China Southern Asset Management and Huatai-PineBridge were included under other segments in
the segment report.)

(4) Asset management business for futures companies

The Company's holding subsidiary, Huatai Futures, continued to enrich its funding channels, build and improve its
compliance and risk control system and investment consulting and evaluation system, which greatly enhanced its
investment research capabilities, business development capabilities and internal compliance practice capabilities,
and continuously promoted its transforming to active management business. As of the end of the Reporting Period,
Huatai Futures managed a total of 61 asset management plans which were in the duration period. The total asset
management scale was RMB8,397,370,200, and the futures equity scale was RMB2,479,604,600.
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(5) Alternative investment business

The Company carried out alternative investment business through its wholly-owned subsidiary Huatai Innovative
Investment. As of the end of the Reporting Period, there were two subsisting investment projects, with an investment
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scale of RMB200 million. The investment varieties include qualified domestic limited partner, asset management plan
and others.

3. Outlook for Investment Management Business in 2018

The investment management business shoulders the mission of building a competitive financial product line and
assisting in the transformation of wealth management. In 2018, the Company will make full use of the full business
chain to enhance the ability to create differentiated financial products, innovate and upgrade business models,
expand the scale of quality and influential products and businesses, and continuously strengthen its leading position
in the industry.

In respect of the asset management business for securities companies, the Company will actively adapt to regulatory
changes, base ourselves upon customer needs, take root in the entire business chain, accelerate restructuring of
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business development models, expand deep and wide-ranging continuous product development capabilities, and
focus on enhancing the integrated operational capabilities of asset acquisition, asset pricing and product creation,
shape new advantages of differentiated development, consolidate and enhance its market position and brand value,

as well as fully strengthen its expansion and deepening in the entire ABS industrial chain, expand the public fund
management business, and enhance its active management capabilities in a focused and strategical manner.

In respect of the private equity fund management business, the Company will continue to focus on and penetrate into
key industries, research and lay out emerging industries and high-end industries in a forward-looking manner, fully
integrate internal and external resources, and well conduct the integrated management of “fund raising, investment,
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management and disposal”, as well as deepen the linkage of the entire business chain, advance the business
upgrading, create distinctive advantages and business influence, and play a greater role in serving the real economy.

In respect of the asset management business for fund companies, the Company will solidify its research foundation,
dig deeper into and continuously track customer demands, adhere to the driving of financial technologies, optimize
sales resources, effectively expand the customer base and focus on enhancing investment performance.

In respect of the asset management business for futures companies, the Company will focus on improving investment
management capabilities, build and improve product systems, vigorously promote active management and solidify
the market influence of the business.

In respect of the alternative investment business, the Company will strengthen the research and development of new
strategies, capture investment opportunities and steadily improve investment returns.
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(IV) International Business

(1) The two-way opening up of capital market accelerates the internationalization of securities
companies

With the steady progress of RMB internationalization, the successive launching of the Shanghai-Hong Kong Stock
Connect, Shenzhen-Hong Kong Stock Connect and Bond Connect, the research and advance of Shanghai-London
Stock Exchange and the admission of A-shares into the MSCI Index, the interconnection scope of domestic and
overseas capital markets has continued to expand, and the docking mechanism has been further improved. In
recent years, the two-way opening up of the capital market has steadily expanded. Under the background of the
implementation of the "Belt and Road” initiative, the relaxation of foreign investment access in the securities industry
and the deepening of the overseas listing system reform, the pace of internationalization of securities companies has
accelerated. The industry development that the domestic and foreign capital markets have become increasingly tightly
connected is bound to require securities companies to continuously improve their international service capabilities
and become powerful promoters of cross-border and international business.
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(2) Cross-border service demand of customers promotes linkage of domestic and foreign
resources of securities companies
With the continuous increase in the number of high-net-worth persons and financial assets for investment in China,
the demand of customers to globally deploy assets has increased. In the context of economic transformation and
upgrading, domestic companies are also actively seeking strategic investment opportunities around the world, with an
aim to gain technological advantages and mutual complementation of markets. The rising demand of customers for
cross-border services will drive domestic financial institutions to accelerate the docking between domestic resources
and the international market, and expand business opportunities in investment banking, research, investment,
wealth management and others. Chinese securities companies with a solid customer base are in a strategic period of
opportunities for development.

(3) The US TAMP market opportunities and growth potential

According to the data from Cerulli Managed Accounts Edge 2017 and Cerulli Intermediary Report (2011 to 2016), as a
third-party platform focused on continuously servicing independent investment consultants, the US TAMP market
has experienced a compound annual growth rate of approximately 13% since 2011, exceeding the overall growth rate
of US investment consulting market for the same period. Judging from the policy environment, the US Department
of Labor's new rules governing the fiduciary duties of brokers engaged in pension investment management
business were formally implemented in June 2017, which will promote the transformation of independent
investment consultants’ charge model from commissions to fees. The TAMP platform with scale effect will embrace
favorable development opportunities.

2. Operation Initiatives and Performance of International Business

(1) Huatai Financial Holdings (Hong Kong)

Huatai Financial Holdings (Hong Kong) continued to promote the development of international business,
continuously deepened the business lines management and resource integration, promoted the business
transformation and upgrading, and committed to providing a full range of cross-border integrated financial services
for domestic and foreign customers. In respect of the investment banking business, the Company continued to
identify enterprises with good development prospects in the adjustment and upgrading of industrial structure, and
actively built business projects with market influence. In respect of the brokerage and wealth management business,
the Company improved the product and customer service processes and focused on the layout in financial technology
field, to provide customers with overseas asset allocation and wealth management services. In respect of the research
and institutional sales business, the Company actively expanded business coverage, deepened domestic and overseas
research integration and sales team cooperation, to effectively deliver investment value to customers. In respect of
the equity derivatives business, the Company actively built a cross-border derivative business platform, continued to
strengthen cross-border business capabilities. In respect of the fixed income sales and trading business, the Company
continued to enhance its investment management capabilities, focused on building transaction and market-making
capabilities, continuously promoted cross-border trading business and strengthened the cross-selling, to provide
customers with comprehensive services. In respect of the asset management business, the Company promoted the
establishment of an overseas asset management business platform, proactively expanded the actively-managed
asset management capabilities, and continuously optimized the allocation of customer assets. As of the end of the
Reporting Period, Huatai Financial Holdings (Hong Kong) had a paid-in capital of HKD8.8 billion, and such capital
scale was among the forefront of the industry in Hong Kong.

As for securities trading, Huatai Financial Holdings (Hong Kong) achieved the total assets under custody of HKD7.899
billion and the total stocks trading volume of HKD33.146 billion; as for futures contract trading, it achieved the funds
under custody of HKD89 million and the total futures trading of 55.8 thousand board lots; as for advising on securities,
it provided research reports and advisory services for about 7,500 customers; as for advising on corporate finance, it
participated in 2 IPO projects, 2 allotment projects and 6 bond issue projects, with a total underwriting quantity of 10
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and the total amount of trading and issuance reaching about HKD16.472 billion; as for financing for securities deposits,
it achieved the accumulated credit amount of HKD2.753 billion; as for providing assets management, it achieved a
total amount of funds under custody of HKD333.229 billion (including the scale of funds under custody of AssetMark).
Besides, during the Reporting Period, Huatai Financial Holdings (Hong Kong) also completed 7 financial advisory
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projects and 3 structured investments and financing projects.

(2) AssetMark

AssetMark continued centering on customers, upheld high professional ethics, provided the best service and the
mutual-respect values, and adhered to four core strategies for long, including: asset management excellence,
compelling technology platform, commercial thought leadership and deep relationship with customers. Such clear
strategies helped AssetMark to define long-term work goals and promote the effective implementation of day-to-
day operation. AssetMark adhered to create a full-service TAMP model through combination of competitive asset
management products, compelling technology platforms and quality customer services. As of the end of the third
quarter of 2017, AssetMark’s market share in the TAMP industry was 9.5%, ranking third. The successful acquisition
of AssetMark helped the Company to obtain resources in terms of platform, technology and high-quality customer
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from overseas markets, thus enhancing the Company's brand awareness and reputation and enforcing its overall
international competitiveness.

Four core advantages of AssetMark

8dURUIBN0Y) BjelodioD)

-
-

= [ — =

=

Asset Management Compelling Technology §

Excellence Platform =

&

°

<]

>

>

[e N

o

o

e

L 3

@

=

g

ASSETMARK. ]

8

2

=)

Thought Deep
Leadership Relationships

With Customers

051



. Huatai Securities | HTSC

As of the end of the Reporting Period, the total assets under management of the AssetMark platform reached
USD42.4 billion, representing an increase of approximately 31% from the end of 2016; the AssetMark platform served
an aggregate of more than 7,100 independent investment consultants, representing an increase of approximately 4%
from the end of 2016; AssetMark platform served 196,000 terminal accounts, which grew by approximately 21% from
the end of 2016 and covered more than 113,500 households in the United States. During the Reporting Period, more
than 900 independent investment consultants signed new cooperation agreements with AssetMark, achieving the
best results in history.

Investment Management Framework of AssetMark

Investment management framework of AssetMark enables investment advisors to establish effective investment portfolio for
investors, and also provides them with portfolio framework to facilitate easier explanation to clients and appropriate sales.

Core market Extensive market access helps investors grasp potential

Rl =Ustrategy sector growth opportunities of American and global economy

Centering on maximizing revenue Tactic and Helping increase revenue of investment portfolio or
Centering on restricting losses strategy sector prevent great losses

Diversified investment Diversified

h ) Helping reduce the fluctuation of investment portfolio
instrument portfolio strategy sector

3. Prospect of year 2018 for international business

International business shoulders the strategic mission of deepening cross-border development of the entire business
chain. In 2018, the Company will seize the strategic opportunity of two-way opening up of the capital market,
comprehensively deepen cross-border linkage and synergy and give full play to domestic resource advantages, so
as to accelerate breakthroughs in key areas, establish differentiated competitiveness and build a new pattern of
international business development with Huatai characteristics

Huatai Financial Holdings (Hong Kong) will fully deepen all-round connection with the Group's entire business
chain system, establish a multi-level customer services and management system, and focus on building an overseas
financial product platform, wealth management service system, innovative investment banking business system,
stocks research and institutional sales and trading system, constantly improving cross-border capital market service
capabilities.

AssetMark will focus on long-term and sustainable strategic development opportunities, concentrate on finding and
expanding new business growth points, continue to strengthen and upgrade the technology platform for service
investment consultants, so as to deepen existing customer relationships and further enhance the economies of scale
of business operations by offering investment consultants’ customers with compelling platforms, quality services,
competitive asset management products.
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(V) Business innovation and its effects on the Company’s business
performance and future development, and how to control relevant risks

s noqy

1. Main business innovation and its effects on the Company’s business performance and
future development

As for exchange traded option business, during the Reporting Period, with the help of system advantages, the
Company built a business system that focuses on market-making strategies and is supported by low-risk investment
strategies; the Company actively carried out option market making and proprietary business; the daily exposure of
position risk was controllable and the monthly exercise of options was stable; there was no risk accident; the Company
ranked A in annual ranking for major market makers. Exchange-traded option business has enriched quantitative
investment strategies and provided diversified investment and risk management tools.

As for OTC derivatives business, during the Reporting Period, supervision for OTC derivatives market continued to
strengthen. The Company actively paid attention to business and market development opportunities, enhanced
the research on market trend, constantly explored business innovative development mode, enriched and improved
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business contents, and further developed business scope and depth. OTC derivatives provided more room for
innovation on investment business, met diversified demands of customers, and further enlarged the source of income

of the Company.

2. Risk Control for Business Innovations

During the Reporting Period, the Company constantly facilitated business innovation activities, promoted the
innovation of the Company’s new business, new products, services and management modes, and improved its
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innovation ability. During innovation business operation, the Company adhered to the principle - “satisfying market
needs, pursuing legally viable approach, enhancing risk control and ensuring efficiency”, further improved the risk
control measures for organizational mechanisms, authorization for decision-making, systems and procedures and
other aspects as per the risk characteristics of innovation business, prevented the risks of insufficient awareness of
the risks of innovation business, unreasonable business design and imperfect control mechanism, and ensured that
all innovation businesses could be carried out constantly and steadily on the premise that the risks are measurable,
controllable and bearable.

The Company has formulated the "New Business Risk Evaluation Management Approach”, which clarifies the
definition of new businesses, evaluation principles, evaluation standards, and evaluation participants, strengthens
the control over the integrity of the overall assessment and the completeness of the evaluation process, enforces
the ongoing management of new business lines and identifies the principles to be followed in the new business
evaluation for its subsidiaries, ensuring that the new businesses are carried out in line with the Company's strategic
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planning and business development direction and in compliance with relevant laws and regulations, and the risks
involved are measurable and controllable. Therefore, it promoted the Company's risk management framework to
operate effectively and receive strong supports from the middle and back office at the beginning of new businesses,
and it was also improved with the development of the businesses, systems and processes.

As for commodity option proprietary business, the Company launched a small-scale arbitrage business for
soybean meal options and sugar options. This business seeks for spread gains on the premise that Delta exposure
is controllable through hedging transactions in futures and options. The Company has established business
management methods, formulated risk control solutions and conducted dynamic tracking and monitoring to ensure
that the business risks are controllable.

As for OTC derivatives business, the Company issued multiple non-principal protected structured income certificates.
The Company carried out Delta hedging on the issued income certificates, and controlled the overall market risk of the
business within an affordable range. The Company has established business management methods, formulated risk
control solutions, conducted dynamic tracking and monitoring and verified valuation models and their parameters to
ensure that the business risks are controllable.
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During the Reporting Period, the Company launched pilot cross-border businesses and received no-objection
letter from the CSRC. The development of cross-border businesses of the Company will follow the provisions of
the national laws and regulations, administrative regulations and related regulatory systems, so as to meet the risk
management needs of customers by emphasizing its stance of serving the real economy. The Company will formulate
a corresponding risk management system for cross-border businesses, strictly control the scale of the businesses, and
calculate the risk capital reserve in accordance with regulatory requirements, further strengthening internal control
and risk management measures to effectively prevent risks.

IIl. MAJOR BUSINESS OPERATION DURING THE REPORTING PERIOD

As of 31 December 2017, on a consolidated basis, total assets of the Company amounted to RMB381,482,540 thousand,
representing a year-on-year decrease of 4.97%; total equity attributable to shareholders of the Company amounted to
RMB87,335,938 thousand, representing a year-on-year increase of 3.53%; total revenue and other income amounted
to RMB31,323,372 thousand, representing a year-on-year increase of 27.17%; and profit for the year attributable to
shareholders of the Company amounted to RMB9,276,520 thousand, representing a year-on-year increase of 47.94%.

(i) Analysis of changes of items in profit statement and cash flow statement

Analysis table of the changes in relevant items of the income statement and the cash flow statement

Unit: Thousand Yuan Currency: RMB

Amount for the current  Amount for the same period

Item e - Change percentage (%)
Total revenue and other 31,323,372 24,631,628 2717
income

Total expenses (20,278,706) (16,492,187) (22.96)
Profit before income tax 11,584,644 8,593,428 34.81
Profit for the year attributable

to the shareholders of the 9,276,520 6,270,612 47.94
Company

Net cash generated from (6,726,875) 22,019,862 (130.55)
operating activities

Net cash generated from (12,267,946) (4,462,651) (174.90)
investing activities

et cash generated from/ 19,089,767 (5,009,663) -
(used in) financing activities

Net (deccrease) / increase in 94,946 12,547,548 (99.24)
cash and cash equivalents

Research and development (413,234) (293,479) (40.81)

expense

1. Income and other gains

For the year ended 31 December 2017, the Group recorded income and other gains of RMB31,323 million, representing
a year-on-year increase of RMB6,692 million or 27.17%, which was mainly attributable to increase in the revenue from
international business segment and other business segments, including:

(1) Commission and fee income of RMB12,926 million, accounting for 41.27% and representing a year-on-year increase
of 13.29%, which was mainly attributable to consolidation of the asset management fee of Assetmark.
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(2) Interest income of RMB9,349 million, accounting for 29.85% and representing a year-on-year increase of 5.31%,
which was mainly attributable to the growth of business scale of the capital intermediary business including the
growth of average daily volume of own funds used for stock repurchase and securities-backed lending of 92.22%.

(3) Net investment gains of RMB7,302 million, accounting for 23.31% and representing a year-on-year increase of
83.65%, which was mainly attributable to investment gains of approximately RMB3,000 million arising from
change in accounting of Bank of Jiangsu in 2017.

Components of the Group’s income and other gains during the Reporting Period and their respective

percentages are set out as follows:
Unit: Thousand Yuan Currency: RMB

2017 2016 Increase/decrease

Item

Amount  Percentage Amount  Percentage Amount Percentage
Fee and commission 12,926,354 41.27% 11,409,918 46.33% 1,516,436 13.29%
Income
Interest income 9,348,923 29.85% 8,877,946 36.04% 470,977 531%
Net investment gains 7,302,250 23.31% 3,976,115 16.14% 3,326,135 83.65%
g’ati:ir revenue and 1,745,845 5.57% 367,649 149% 1,378,196 374.87%
Total revenue and 31,323,372 . 24,631,628 - 6,691,744 2717%

other income

. Total expenses

For the year ended on 31 December 2017, the Group's total expenses were RMB20,279 million, representing a year-
on-year increase of 22.96%, which was mainly attributable to the increase in expenses and costs resulting from the
increase in income and other gains, including:

(1) Fee and commission expenses of RMB4,244 million, representing a year-on-year increase of 65.68%, which was
mainly attributable to consolidation of the asset management fees of Assetmark;

(2) Interest expenses of RMB5,749 million, representing a year-on-year increase of 6.59%, which was mainly
attributable to the growth of financing scale;

(3) Staff costs of RMB7,030 million, representing a year-on-year increase of 24.46%, which was mainly attributable to
the increase in staff costs due to increased investment in human resources of the Company resulting from the
increase in the Company'’s operating revenue;

(4) Other expenses, which mainly included depreciation and amortization expenses, tax and surcharge as well
as (provision for)/ reversal of impairment losses and other operating expenses, including depreciation and
amortization expenses of RMB566 million, representing a year-on-year increase of 38.62%; and other operating
expenses of RMB2,277 million, representing a year-on-year increase of 10.22% during the Reporting Period, which
was mainly attributable to increase in depreciation and amortization of software and hardware, R&D expenses,
business promotion expenses and other expenses due to continually increased investment in Fintech and brand
promotion in order to strengthen the industry position and improve the brand influence of the Company.
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Unit: Thousand Yuan Currency: RMB
2017 2016 Increase/decrease
ltem
Amount  Percentage Amount  Percentage Amount  Percentage

Fee and commission (4,244,196) 20.93% (2,561,665) 1553%  (1682,53)  (65.68)%
expenses
Interest expenses (5,749,099) 28.35% (5,393,487) 32.70% (355,612) (6.59)%
Staff costs (7,030,196) 34.67% (5,648,420) 34.25% (1,381,776) (24.46)%
Depreciation and (566,306) 2.79% (408,527) 2.48% (157779)  (38.62)%
amortization expenses
Business tax and (152,408) 0.75% (450,613) 2.73% 298,205 66.18%
surcharge
Other operating o o o

(2,277,471 1.23% (2,066,228) 12.53% (21,243) 10.22)%
expenses
Asset impairment losses (259,030) 1.28% 36,753 (0.22)% (295,783) (804.79)%
Total expenses (20,278,706) 100.00% (16,492,187) 100% (3,786,519) (22.96)%

3. Analysis of income and other gains and expenses

(1) Analysis of segment income and other gains

Unit: Thousand Yuan Currency: RMB

Segment  Percentage of Segment Percentage of o E——
income  total segment income and total segment ercentage of total seament
Business and other income and other gains income and P incomegand other Sins as
segment gains for other gains  forthe same  other gains for S samg eriod
the current  for the current  period of last  the same period P of Ian)t car
period period (%) year of last year (%) Y
Wealth
management 14,098,968 45.01 15,086,789 6125 ~ Decreaseby16.24 percentage
business ’
Institutional
services 5,425,015 1732 5,062,730 20.55 Decrease by 3.23 perce”éiar?t‘i
business p
Investment D by 2.54 ;
management 3,435,393 10.97 3,326,141 13.50 ecrease by 2. perce”ofr?t‘:
business P
International 3767094 12.03 358 344 145 Increase by 10.57 percentage
business . ’ ! ’ points
Others Increase by 11.44 percentage
(including 4,596,902 14.68 797,624 3.24 y a4 p Oir?ts
offset) P

During the Reporting Period, on a combined basis, the Company recorded income and other gains of RMB31,323,372
thousand, representing a year-on-year increase of 27.17%. Among principal business segments, income and other

gains from wealth management, institutional services, investment management and international business increased
by RMB-987,821 thousand, RMB362,285 thousand, RMB109,252 thousand and RMB3,408,750 thousand, respectively.

In terms of income structure, due to consolidation of income from Assetmark and increased income arising from

change in accounting of Bank of Jiangsu, income from international business segment and other segments increased
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significantly and the percentage of total income increased by 10.57 and 11.44 percentage points as compared to 2016,
respectively; income from both institutional services and investment management segments increased as compared
to 2016, but the percentage of total income decreased by 3.23 and 2.54 percentage points as compared to 2016,
respectively, due to lower increase than that of overall income; due to decrease in stock fund trading volume and
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commission, income from wealth management segment decreased as compared to 2016 and the percentage of total
income decreased by 16.24 percentage points as compared to 2016.

(2) Statement of analysis on segment expenses

Unit: Thousand Yuan Currency: RMB -9

@

Percentage of =

Segment  Percentage of Segment . @

total segment Increase or decrease in =

e Wi el s expenses expenses ercentage of total segment 3

Business segment forthe  expenses for for the same P P 9 9 ol

AW b eriod of for the same expenses as compared to the a

eriod eriod (%) plast oar period of last same period of last year 2

P P ° Y year (%) £

T

Q

\ll)Veglth management (9,163180) 4519 (9.371715) 5683 Decrease by 11.64 percentgge )
usiness points
Inst!tutlonal services (3,586,952) 17.69 (3,239,462) 19.64 Decrease by 1.95 percentgge

business points A

Investment %

management (1,183,337) 584  (1,190,490) 7.22 Decrease by 1.38 percentage &

: points ©

business )

@

S

International (3,603,246) 777 (712,810) 432 Increase by 13.45 percentage =

business e ’ ' ’ points ®
Others (including (2,741,991) 13.52 (1,977710) 11.99 Increase by 1.53 percentage

offset) points

In terms of expenses of each business segment as a percentage of total expenses of the Company, expenses of
international business segment and other business segments increased by 13.45 and 1.53 percentage points as
compared to 2016, respectively, which was mainly due to increase in segment income resulting in increase in segment
expenses; segment expenses of wealth management business and investment management business decreased
slightly by 11.64 and 1.38 percentage points as compared to the same period of 2016, respectively; although segment
expenses of institutional services increased as compared to the same period of 2016, such increase was lower than that
of overall expenses, resulting in decrease in percentage of total expenses of 1.95 percentage points.
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4. Cash flow

Unit: Thousand Yuan Currency: RMB

Amount for  Amount for the Amount of Percentage

Iltem the current  same period of increase or of increase or

period last year decrease decrease(%)

Net cash (used in)/generated (6,726,875) 22,019,862 (28,746,737) (130.55)
from operating activities

Net cash (used in)/generated (12,267,946) (4,462,651) (7,805,295) (174.90)
from investing activities

Net cash (used in)/generated 19,089,767 (5,009,663) 24,099,430 -
from financing activities

Net (decrease)/increase in cash 94,946 12,547,548 (12,452,602) (99.24)

and cash equivalents
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During the Reporting Period, net increase of cash and cash equivalents of the Group amounted to RMB94,946
thousand, including:

(1) Net cash used in operating activities of RMB6,726,875 thousand, which was mainly due to increase in investment in
financial assets at fair value through profit or loss.

(2) Net cash used in investing activities of RMBI12,267,946 thousand, which was mainly due to increase in purchase
amount of available-for-sale financial assets.

(3) Net cash generated from financing activities of RMB19,089,767 thousand, which was mainly due to increase in
financing scale of the Company during the year.

5. RE&D investment
Unit: Ten Thousand Yuan Currency: RMB

RED investment expensed in the current period 13,364.93
R&D investment capitalized in the current period 27,958.46
Total R&D investment 41,323.39
Total RED investment as a percentage of net asset (%) 0.47
Total R&D investment as a percentage of operating revenue (%) 1.96
Number of R&D employees of the Company 538
Number of R&D employees as a percentage of total number of employees of the Company (%) 6.61
Percentage of R&D investment capitalized (%) 67.66

Note: The number of R&D employees of the Company is based on the number of IT employees of the Group.

Remarks: Unit: Ten Thousand Yuan Unit: %
The Company fully recognizes the importance of 50000 41323.39  5.0%
IT investment to its strategic development and has 40000

always insisted on putting R&D in the first priority .

and independently carries out the development and 30000 28880.28 2934_7'88 | 20%
construction of its IT system. In 2017, the Company 50000 1.04% 1.10V1_73%

continued to increase its investment for IT innovation 1257064 | 1.0%
and improvement and introduced in succession 10000

MATIC, an intelligent financial terminal, and INSIGHT, | o

a market information service platform in addition to 2014 2015 2016 2017

the 5.0 version of “Zhangle Fortune Path (R84 & [ ] Total R&D investment

B » by implementing the Fintech strategy focusing —#— Total R&D investment as a percentage of operating revenue

on customer experience. Source: Regular reports of the Company
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6. Detailed description of significant changes in components or sources of the Company'’s
profit

Unit: Thousand Yuan Currency: RMB

b

o

o

Amount for Amount forthe % of year- é

Item the current same period of on-year Principal reason @
period last year change

Increase in income from
Total revenue and other

ains 31,323,372 24,631,628 2717 international business and other
9 businesses o
B
Total expenses (20,278,706) (16,492,187) (22.96) Increase in totalincome and s
other gains <
>
. . =
Operating profit 11,044,666 8,139,441 35.69 Increase in total income and &
other gains z
Q.
w
Profit before income tax 11,584,644 8,593,428 34.81 Increase in total income alnd %
other gains &
Profit for the year 9,407,856 6,519,488 4430 Increase in total income and
other gains
Among which: profit for )
. . . o
the year attributable to 9,276,520 6,270,612 4794 Increase in total income a'nd 3
shareholders of the parent other gains 3
company 5
(e}
<
; ]
Total Assets 381,482,540 401,450,397 (a97) ~ Decreasein scale of cash held 5
on behalf of brokerage clients 2
Total liabilities 292,892,628 315,790,200 (7.25) Outflow of clients’ funds
Total shareholders’ equity 88,589,912 85,660,197 3.42 Profit distribution for 2017

In 2017, the principal businesses of the Company remained wealth management, institutional services,
investment management and overseas business and the revenue and profit structure of each business became
more balanced and reasonable.

(i) Analysis of key items of consolidated statement of financial position

1. General description of consolidated statement of financial position
Unit: Thousand Yuan Currency: RMB
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31 December 2017 31 December 2016 Increase/decrease
Iltem

Amount  Percentage Amount Percentage Amount  Percentage
Non-current assets
Property and equipment 3,737,471 0.98% 3,567,451 0.89% 170,020 477 %
Investment property 844,705 0.22% 1,130,268 0.28% (285,563) (25.27)%
Goodwill 1,971,722 0.52% 2,091,252 0.52% (119,530) (5.72)%
Other intangible assets 5,137,749 1.35% 5,509,024 1.37% (371,275) (6.74)%
Interests in associates 8,895,908 2.33% 3,075,521 0.77% 5,820,387 189.25%
Interests in joint ventures - - 301,756 0.08% (301,756) (100.00)%
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31 December 2017 31 December 2016 Increase/decrease
[tem

Amount  Percentage Amount Percentage Amount  Percentage
Held-to-maturity 5
investment - - 5,000 - (5,000) (100.00)%
Available-for-sale 29,766,929 7.80% 31,218,115 7.78% (1,451,186) (4.65)%
financial assets e OV 7 1410, /87 451, . )
Financial assets held o o o
under resale agreements 8,424,304 2.21% 8,930,396 2.22% (506,092) (5.671)%
Financial assets at fair
value through profit or 1,796,667 0.47% 1,294,444 0.32% 502,223 38.80%
loss
Refundable deposits 7,302,285 1.91% 8,158,628 2.03% (856,343) (10.50)%
Deferred tax assets 472,556 0.12% 556,094 0.14% (83,538) (15.02)%
Other non-current assets 81,047 0.02% 79,070 0.02% 1,977 2.50%
Total non-current assets 68,431,343 17.94% 65,917,019 16.42% 2,514,324 3.81%
Current assets
Accounts receivable 1,980,337 0.52% 991,413 0.25% 988,924 99.75%
Other receivables and o o o
prepayment 6,259,561 1.64% 5,070,483 1.26% 1,189,078 23.45%
Margin accounts o o 5
receivable 59,991,454 15.73% 56,605,104 14.10% 3,386,350 5.98%
Available-for-sale 14,816,239 3.88% 12,518,447 3.12% 2,297,792 18.36%
financial assets g e e e e oRe
Financial assets held o o o
under resale agreements 53,381,011 13.99% 37,400,786 9.32% 15,980,225 42.73%
Financial assets at fair
value through profit or 82,753,755 21.69% 81,812,787 20.38% 940,968 1.15%
loss
Derivative financial assets 391,714 0.10% 106,591 0.03% 285,123 267.49%
Clearing settlement funds 1,147,448 0.30% 1,228,801 0.31% (81,353) (6.62)%
Cash held on behalf of o o °
brokerage clients 65,303,548 1712% 94,568,934 23.56% (29,265,386) (30.95)%
Cash and bank balances 27,026,130 7.08% 45,230,032 11.27%  (18,203,902) (40.25)%
Total current assets 313,051,197 82.06% 335,533,378 83.58% (22,482,181) (6.70)%
Total assets 381,482,540 100.00% 401,450,397 100.00% (19,967,857) (4.97)%
Current liabilities
Short-term bank o 5
borrowings - - 460,255 0.15% (460,255) (100.00)%
Short-term debt 26,656,010 9.10% 1,621,000 051% 25035010  1544.42%

instruments issued
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[tem

31 December 2017

31 December 2016

Increase/decrease

Amount  Percentage

Amount Percentage

Amount  Percentage
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Placements from other

financial institutions 7,029,998 2.40% 6,650,000 21% 379,998 5.71%

Accounts payable to 5 5 5

brokerage clients 67,335,545 22.99% 92,728,837 29.36%  (25,393,292) (27.38)%

Employee benefits o o o )

payable 2,668,777 0.91% 2,517,090 0.80% 151,687 6.03% §
g.
«

?thhrﬁ; Sayab'es and 62,615,235 2138% 79,671,695 25.23%  (17,056,460) (21.40)% 1
=

Current tax liabilities 433,551 0.15% 495,647 0.16% (62,096) (12.53)% %
(2]

Financial assets sold 2

under repurchase 23,921,537 8.17% 19,463,375 6.16% 4,458,162 22.91% &

agreements @

Financial liabilities at fair

value through profit or 12,035,660 AN% 2,756,267 0.87% 9,279,393 336.67%

loss e

Derivative financial 1,642,283 0.56% 864,011 0.27% 778,272 90.08% 3

liabilities o
9

Long-term bonds due o 0 o 2

within one year 21,597,480 7.37% 25,900,000 8.20% (4,302,520) (16.61)% §
o

Total current liabilities 225,936,076 7714% 233,128,177 73.82% (7,192,101) (3.09)%

Net current assets 87,115,121 102,405,201 (15,290,080) (14.93)% o
>
[
>

Total assets less current o o

liabilities 155,546,464 168,322,220 (12,775,756) (7.59)% %
2

Non-current liabilities g
o
o

Long-term bonds 55,600,796 18.98 % 49,947,816 15.82% 5,652,980 1.32% g
3
@

Long-term employee o o 9 Z

benefits payable 6,078,642 2.08% 4,988,352 1.58% 1,090,290 21.86% &
5

Eaegﬁlrtrli‘i income tax 1,931,446 0.66% 2,562,144 081%  (630,698) (24.62)% 2
S

Financial assets sold

under repurchase 1,000,000 0.34% - - 1,000,000 -

agreements

Financial liabilities at fair

value through profit or 2,345,668 0.80% 25,163,711 7.97%  (22,818,043) (90.68)%

loss

Total non-current 66,956,552 22.86% 82,662,023 26.18%  (15,705,471) (19.00)%

liabilities

Net assets 88,589,912 85,660,197 2,929,715 3.42%

Shareholder's equity

Share capital 7,162,769 8.09% 7,162,769 8.36% - -
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31 December 2017 31 December 2016 Increase/decrease
[tem

Amount  Percentage Amount Percentage Amount  Percentage
Reserve 61,195,954 69.08% 60,999,752 71.21% 196,202 0.32%
Undistributed profit 18,977,215 21.42% 16,194,936 18.91% 2,782,279 17.18%
Total equity attributable
to shareholders of the 87,335,938 98.58% 84,357,457 98.48% 2,978,481 3.53%
Company
Non-controlling interest 1,253,974 1.42% 1,302,740 1.52% (48,766) (B3.79)%
Total shareholders' equity 88,589,912 100.00% 85,660,197 100.00% 2,929,715 3.42%

As of 31 December 2017, total non-current assets of the Group amounted to RMB68,431 million, representing an
increase of RMB2,514 million as compared to the beginning of the year, which was mainly due to increase in interests
in associates of RMB5,820 million. As of 31 December 2017, total non-current liabilities of the Group amounted to
RMB66,957 million, representing a decrease of RMBI15,705 million as compared to the beginning of the year, which was
mainly due to decrease in financial liabilities at fair value through profit or loss of RMB22,818 million and increase in
long-term bonds of RMB5,653 million.

As of 31 December 2017, total current assets of the Group amounted to RMB313,051 million, representing a decrease of
RMB22,482 million as compared to the beginning of the year, which was mainly due to decrease in cash held on behalf
of brokerage clients of RMB29,265 million, decrease in cash and bank balances of RMB18,204 million and increase in
financial assets held under resale agreements of RMB15,980 million. As of 31 December 2017, total current liabilities
of the Group amounted to RMB225,936 million, representing a decrease of RMB7,192 million, which was mainly due
to decrease in accounts payable to brokerage clients of RMB25,393 million, decrease in other payables and accruals
of RMB17,056 million, decrease in long-term bonds due within one year of RMB4,303 million, increase in short-term
debt instruments issued of RMB25,035 million and increase in financial liabilities at fair value through profit or loss of
RMB9,279 million.

2. Description of changes in measurement property of assets measured at fair value and
prime assets

Fair value refers to the price received by selling one asset or the price paid for transferring one liability by a market
participant in an orderly transaction on the measurement date.

When the Group estimates the fair value, it considers the characteristics (including the status and location of the
assets, the limitation to sell or use them, etc.) that the market participants consider when they price the related assets
or liabilities on the measurement date, and adopts the currently suitable valuation techniques that are supported by
adequate available data and information. The valuation techniques used include market approach, income approach
and cost approach. As fair value has an important impact on the financial condition and operating results of the
Company, the Company continues to improve the measurement, audit, reporting and disclosure of fair value. During
the Reporting Period, the Company classified financial instruments in strict accordance with the accounting policies
and accounting system adopted by the Board of Directors, and confirmed their fair values.

Below is the impact of gains and losses of changes in fair value on the Company'’s profit during the Reporting Period:
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Unit: Yuan Currency: RMB

ltem Impact on profit for 2017 Impact on profit for 2016
>
Financial assets at fair value through profit or loss 314,612,900.40 (960,864,499.50) g
c
chl)rSwSanaaI liabilities at fair value through profit or (177,316,524.70) (793,484,550.93)
Derivative financial instruments (478,898,910.59) 1,414,644,981.30
Total (341,602,534.89) (339,704,069.13)

3. Structure and quality of assets

As of 31 December 2017, total shareholders’ equity of the Group amounted to RMB88,590 million, representing an
increase of RMB2,930 million as compared to the beginning of the year, which was mainly due to increase in the
Group's profit.
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The asset structure of the Group continues to be optimized and the assets have good quality and liquidity. As of 31
December 2017, total assets of the Group amounted to RMB381,483 million, representing a decrease of RMB19,968

million or 4.97% as compared to the beginning of the year. Specifically, cash and bank balances and clearing
settlement funds accounted for 7.39% of total assets; financial assets at fair value through profit or loss, available-
for-sale financial assets, accounts receivable, other receivables and prepayment accounted for 36.01% of total assets;
margin accounts receivable accounted for 15.73% of total assets; cash held on behalf of brokerage clients accounted
for 1712% of total assets; financial assets held under resale agreements accounted for 16.20% of total assets; and

8dURUIBN0Y) BjelodioD)

property and equipment accounted for 0.98% of total assets. Most of the assets have strong cashability. The Group's
assets have strong liquidity and the asset structure is reasonable. As of 31 December 2017, the ratio of current assets to
current liabilities was 138.56 %.

As of 31 December 2017, the Company obtained funds through borrowings, debt financing instruments, interbank
lending and repurchase and other means of financing. As of the end of the Reporting Period, total borrowings and
debt facilities of the Group amounted to RMB110,884,283,671.09. Details are shown as follows:

Unit: Yuan Currency: RMB

Borrowings and debt financing plans As of 31 December 2017
Placement from China Securities Finance Corporation Limited 6,500,000,000.00
Placements from banks 529,997,910.20

uondadsuj Joj s)uBWIND0Q pue Loday [epuRUIY

Short-term borrowings _

Short-term financing funds payable 26,656,010,000.00
Bonds payable 77,198,275,760.89
Total 110,884,283,671.09

Borrowings and debt facilities due after one year amounted to RMB55,601 million, accounting for 50.14% of total
borrowings and debt facilities and including borrowings and debt facilities due between one and two years of
RMB26,108 million, due between two and five years of RMB23,500 million, due after five years of RMB5,992 million, and
borrowings and debt facilities due within one year amounted to RMB55,283 million, accounting for 49.86% of total
borrowings and debt facilities.

As of 31 December 2017, borrowings and debt facilities with fixed interest rate of the Group amounted to RMB110,368
million, including balance of placement from China Securities Finance Corporation Limited of RMB6,500 million,
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balance of income receipts with fixed interest rate of RMB19,140 million, balance of corporate bonds of RMB61,590
million, balance of subordinated debts of RMB20,000 million, balance of overseas debts of RMB2,608 million and
balance of placements from banks of RMB530 million.

As of 31 December 2017, cash and cash equivalents of the Group amounted to RMB31,378 million, 93.68% of which
were cash and cash equivalents denominated in RMB.

As of 31 December 2017, the Group had no other pledged assets.

4. Analysis on the Profitability of the Company during the Reporting Period

In 2017, the total revenue and other income of the Company amounted to RMB31,323.372 million, representing a
year-on-year increase of 27.17%. The profit for the year attributable to the Shareholders of the Company amounted
to RMB9,276.52 million, representing a year-on-year increase of 47.94%. The Company continued to accelerate
reformation and transformation and achieved excellent operation results; the scale of capital intermediary business
maintained steady growth, “direction removal” of investment and trading business achieved remarkable results, asset
management business recorded new performance. The operation results of the Company maintained steady growth,
the growth level of revenue and profit was well above the industry level.

5. Explanations on the changes in the scope of consolidation of the statements

(1) Changes in the scope of consolidation of the statement as a result of the establishment of new
subsidiaries

On 31 December 2017, the newly established subsidiaries during the year were included in the consolidation scope
of the Group. The management of the Company believed that the Company actually controls the newly established
subsidiaries, so cost method for long-term equity investment is used for accounting. Two new subsidiaries of the
Group were included in the consolidated statements.

(2) Changes in the scope of consolidation of the statement as a result of disposal of subsidiary

On February 28, 2017, the Group's subsidiary Huatai Zijin Investment reduced its subscribed capital of RMB200 million
and paid-in capital of RMB100 million in the former subsidiary Nanjing Huatai Big Health No. 1 Equity Investment
Partnership (Limited Partnership). After this capital reduction, Huatai Zijin Investment held 19.55% shares in the former
subsidiary Nanjing Huatai Big Health No. 1 Equity Investment Partnership (Limited Partnership) and the shareholding
of the Group further decreased to 19.15% after Nanjing Huatai Big Health No. 1 Equity Investment Partnership (Limited
Partnership) introduced new investors, which led to the losing of the Group’s control over it. As a result, the equity
method for long-term equity investment was used for accounting, please refer to “Note 23. Investment in Subsidiaries”
in the Financial Report for more details.

On 1July 2017, the Group's subsidiary Huatai Zijin Investment reduced its proportion of vote right in Huatai Ruilian Fund
Management Co., Ltd. Since then, Huatai Zijin Investment lost its control over its former subsidiary Huatai Ruilian Fund
Management Co., Ltd, its former subsidiary. As a result, the equity method for long-term equity investment was used
for accounting, please refer to “Note 23. Investment in Subsidiaries” in the Financial Report for more details.

6. The Company's income tax policy during the Reporting Period

During the Reporting Period, the Company’s income tax was subject to the Corporate Income Tax Law of the PRC and
the Enforcement Regulations of Corporate Income Tax Law of the PRC. The calculation and payment methods of the
income tax shall be subject to Announcement of the State Administration of Taxation on Issuing the Measures for
the Consolidated Collection of Corporate Income Tax on Trans-regional Business Operations (GJSWZJGG [2012] No.
57). The income tax rate applicable to the Company and its domestic subsidiaries is 25%. The Company enjoys the
preferential policy of calculating and deducting research and development expenses, and the profit tax rate applicable
to the Hong Kong subsidiary of the Company is 16.5%. Other overseas subsidiaries of the Company are subject to
income taxes at tax rates applicable in their jurisdictions.
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7. Analysis on the financing channels and financing capacity of the Company

In terms of the financing methods, the Company’ s financing channels included equity financing and
debt financing. In terms of financing maturity, the Company’ s short-term financing channels included
credit lending via interbank market, bond repurchase via interbank market and exchange market, issuing
Financing short-term corporate bonds, short-term subordinated debt and income credential, carrying out income
rights financing in relation to margin financing and securities lending, and asset securitization, etc.; the
Company’ s medium and long-term financing channels included issuing corporate bonds (including non—
the Company  pyplic corporate bonds), long—term subordinated debt and equity refinancing, etc. After years of effective
efforts, the Company explored and established a short, medium and long-term financing platform with
new—type financing tools and multiple financing channels, which played a key role in the rapid development
process of the Company’ s business.

s noqy

channels of

The Company always attaches importance to liquidity management. As for funds management, it adhered
to the principle  — “full amount concentrated, allocated in a unified way, valued by classification and
monitored timely” . In terms of management and development strategies, it paid attention to matching
business scale with liabilities. Based on reasonable asset allocation and diversified debt financing, the
Company ensured reasonable matching of duration, scale of assets and liabilities and proper liquidity.

The Company followed the general comprehensive, prudential, predictive principles for liquidity risk
management according to the centralized management and hierarchical prevention and control
management model, established a liquidity risk management system based on comprehensive risk
management framework, as well as a sound liquidity risk management system appropriate to the
Company’ s strategy, implemented liquidity risk management policy with the preference for “steadiness
and safety” . The Company ensured no liquidity risk that would cause significant impact on sustainable
management  gperation, so as to fully guarantee the steady and safe development of the business of the Company.
policy and In order to ensure its liquidity, the Company has adopted various key measures, including: 1) constantly
measures of improving the capital planning system, strengthening the management of capital position and cash
flow monitoring, and ensuring the security of the daytime liquidity; 2) strengthening the management of
matching the duration of assets and liabilities to establish high—quality current asset reserves in order
to enhance the diversity and stability of financing; 3) continuously improving the liquidity management
platform to effectively identify, measure, monitor and control the liquidity risk through information system, in
order to ensure that the liquidity risks are measurable, controllable and tolerable; 4) analyzing supervisory
indicators of cash flow and liquidity risk under certain stress scenarios to evaluate the tolerance level
of the Company to liquidity risks and analyzing the stress test results to constantly improve response
capacity of liquidity risk; 5) organizing formulation, exercise and evaluation of the liquidity risk contingency
plan, and improving the Company’ s ability to handle liquidity risks; and 6) improving the liquidity risk
reporting system so as to ensure that the management can timely understand the liquidity risk level and
management situation;
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Liquidity

the Company
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The Company has regulated management, good prestige, strong capital strength, profitability and debt
payment ability, good cooperation relationships with commercial banks, sufficient bank credit, steady
growth of credit line, and strong short-term and medium and long term financing abilities. As a listed
securities dealer, the Company can also meet the demand on funding of the long—term development
through equity refinancing.

For both liquidity and profitability, the Company held a certain amount of fixed—income products. Interest
rate changes will bring direct impact to the Company’ s interest income in cash, the market price of the
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Analysis of ; ) ! ; . > .

.na yS_IS © bonds held for the debt investment and investment income, etc. Margin financing and securities lending
financing and other capital intermediary business, corporate debt financing and other businesses which directly
capability related to interest rates may impact corresponding interest income and financing interest expenses. At

and financing  the same time, the Company’ s stock investment was also indirectly affected by interest rate changes.
In addition, as the Company has registered overseas subsidiaries whose capital is contributed in foreign
currency, the Company holds foreign currency funds and assets, and the change of exchange rates will
have impact on the Company’ s financial situation.

To maintain the liquidity of the Company’ s assets and rate of return, the Company’ s own capital is
uniformly managed by Capital Operation Department in accordance with a sound management system
and corresponding business processes. The Company optimizes the distribution of assets and liabilities
structure by timely adjusting all kinds of asset structure, strengthens the research on the interest rate and
exchange rate market, and uses the appropriate interest rate, exchange rate and other derivative financial
tools to avoid risks and reduce the influence of these factors.

strategy of
the Company

Contingencies

and their At the end of Reporting Period, the Company’ s contingencies mainly included providing counterguarantee
impact on to the Bank of China Limited for the USD400 million of foreign debt issued by Hong Kong subsidiary of the
the financial Company, and contingent liabilities resulting from pending litigation and arbitration, and the above matters
position of the had little effect on the Company’ s financial situation.

Company
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(1) Analysis of industry operation

For details, please refer to the section of “Management Discussion and Analysis and Report of the Board" of this report.

(IV) Analysis of Investments

1. Overall analysis of external equity investments

As of the end of the Reporting Period, long-term equity investments of the Group amounted to RMB8.896 billion,
representing an increase of RMB5.519 billion, or 163.43%, as compared to RMB3.377 billion at the beginning of the

period.
Unit: Ten Thousand Yuan Currency: RMB
Balance at the Increase and Balance at
Investee beginning of the decrease in the  the end of the
period current year period
China Southern Asset Management 177,993.44 25,237.91 203,231.35
Huatai-PineBridge 36,954.77 5,545.17 42,499.94
Huatai Zijin (Jiangsu) Equity Investment Fund
(Limited Partnership) 67,166.68 (7,020.09) 60,146.59
Jﬁfdngsu SME Financial Product Exchange Co., 1.875.71 416,14 2.291.85
Jiangsu Industry and Information Industry
Investment Fund (Limited partnership) 19,935.25 1,531.24 21,466.49
Beijing Huatai New Industries Growth 1,987.43 (1.987.43) )

Investment Fund (Limited Partnership)

Huatai China Merchants (Jiangsu) Capital
Market Investment Fund of Funds (Limited 30,175.63 (30,175.63) -
Partnership)

Suzhou Equity Trading Center Co., Ltd. 945.80 M7.72) 828.08

Nanjing Huatai Big Health No. 1 Equity

Investment Partnership (Limited Partnership) i 13,678.40 13,678.40
Ivestment Partnerihp (Uimired Partnership - %6837 %687
Huatai Ruilian Fund Management Co., Ltd. - 39,059.22 39,059.22
Bank of Jiangsu Co., Ltd. - 505,410.12 505,410.12
Others 693.03 (682.63) 10.40
Total 337,727.74 551,863.07 889,590.81
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(1) Significant equity investment
Unit: Ten Thousand Currency: RMB

) Change
Investment Increase Profit :
Book value Book of owner's
amount Amount of il and - and loss equit
) Main  Shareholding atthe  contribution/ . decrease during quity
Name of invested unit . h . . beginning A the end during
business ratio beginning increased in the the
- of the of the . the
ofthe  contribution ) current . Reporting .
eriod period o period Period Reporting
P Period
Nanjing Huatai Big
Health Equit
No. 1 Equity Investment quity 19.15% - 13,889.12 - QO7) 1367840 (24370) 3297
. Investment
Partnership (Limited
Partnership)
Nanjing Huatai Big
Health Equit
No. 2 Equity Investment auy 2000% - 1,000.00 S e w8y (3I9) 016
Investment

Partnership (Limited
Partnership)

(2) Significant non-equity investment

There is no significant non-equity investment during the Report Period.

(3) Financial assets measured at fair value
Unit: Yuan Currency: RMB

Investment The changed

selmee i selnee i income amount of fair

Item the beginning the end of during the value during the
of the period the period 9 g

Reporting Period

Reporting Period

Financial assets at fair value

. 83,107,232,026.80 84,550,421,345.70 2,668,077,011.38 314,612,900.40
through profit or loss
Financial liabilities at fair 27,919,978,030.69 14,381,328,363.06 (386,649,265.01) (177,316,524.70)
value through profit or loss
:;’Saé'gb'e'for'sa'e financial 43,736,561,642.99 44,583,168,305.62 4,864,307,750.06 (3,105,084,424.15)
Held-to-maturity 5,000,000.00 - 319,191.39 -
investments
Derivative financial (757,418,940.03) (1,250,569,036.53) 497798,287.45 (478,898,910.59)
instruments
Total 154,011,352,760.45  142,264,348,977.85 7,643,852,975.27 (3,446,686,959.04)

2. Information about the use of raised funds

(1) Overview of the use of raised funds

(1) Overview of the use of funds raised from the issuance of A shares

Under the Approval for the Initial Public Offering by Huatai Securities Co., Ltd. (Zheng Jian Xu Ke [2010] No. 138) issued
by the CSRC, the Company issued 784,561,275 ordinary shares to the public on February 9,2010, each stock of which
was RMB1.00 at an offering price of RMB20.00, and the total amount of funds raised was RMBI15,691,225,500.00. The
raised funds after deducting the underwriting fee and sponsoring fee of RMB130 million were RMB15,561,225,500.00,
which were provided in place on February 12, 2010, and verified by Jiangsu Talent Certified Public Accountants with
the capital verification report of “Tian Heng Yan Zi [2010] No. 009". As of December 31, 2012, all the funds raised from
the IPO were used up and an accumulative of RMBI15.6810 billion raised funds (including interest of raised funds of
RMB119,808,200) were used. All of accounts designated for the use of raised funds had been cancelled with settlement
of interests.

067

s noqy

(@]
ol
@
o3
=3
>
@
>
=1
=
<
2
7
)
>
o
wn
o
QU
o
@
Q
)
a

8dURUIBN0Y) BjelodioD)

UO!DSdSU| 10J sjuswind>oq pue LIOdSH |enueUly




. Huatai Securities | HTSC

(2 Overview of the use of funds raised from the issuance of H shares

Approved by the CSRC, the Company completed the issuance of H Shares in 2015. Funds raised from the issuance of
H Shares were verified by KPMG Huazhen LLP, and KPMG capital verification report (YZ No. 1501031) was issued.

According to the Capital Verification Report issued by KPMG Huazhen LLP, the net funds raised from the issuance
of H Shares in 2015 were RMB30,587,689,604.94 (excluding related listing fees), and raised funds after deducting the
underwriting and issuing fees were RMB30,015,054,696.76.

As of the end of the Reporting Period, interest income and exchange gains/ losses of the Company on the basis
of raised funds from the issuance of H Shares were RMB36,942,891.49. As of the end of the Reporting Period,
RMB29,989,596,015.32 (including interest of raised funds and exchange gains/losses) of funds raised was used in total.

As of the date of this report, the Company, with respect to its IPO on the Hong Kong Stock Exchange and the
issuance of new shares by an overallotment option, has used raised funds of: RMB18,352,613,762.96 for capital
intermediary business, such as developing securities margin trading, RMB3,058,768,960.49 for expanding investment
and transaction businesses, RMB3,058,768,960.49 for capital increase in Huatai Zijin Investment and Huatai Asset
Management, RMB3,058,768,960.49 for expanding overseas business, and RMB2,460,675,370.89 for daily operation
and other general enterprise purposes. Apart from the above usages, surplus of the Company’s proceeds, about
RMB635,036,481.11 (including interest of raised funds and exchange gains/losses), were not used, which were put into
the bank account of the Company. As of December 31, 2017, planned usage of the Company's funds raised from H
share issuance was consistent with that disclosed in the prospectus with no change. The Company will continue to
put funds raised from H Share issuance into operation according to the development strategy, market conditions and
usage plan of funds raised from H Share issuance.

Overview of the use of raised funds

Unit: Ten Thousand Yuan Currency: RMB

Total amount

Total amount of

Total amount of

Usage and where

Rl Raising method Total STl ol of raised funds raised funds used raised funds yet  abouts of raised
year raised funds used in the :
) . accumulatively to be used funds unused
Reporting Period
Initial public Used as working
2015 offering (H 3,058,768.96 2,074.61 2,998,959.60 63,503.65 capital and for
Shares) other purposes
Initial public
2010 offering (A 1,556,122.55 - 1,568,103.37 - -
Shares)
Total / 4,614,891.51 2,074.61 4,567,062.97 63,503.65 /

Notes to the overview of the use of raised funds -

Note: For the overview of the use of funds raised from the issuance of A shares, the surplus of RMB119,808,200 of the total amount of raised funds exceeding
the initial funds raised was interest income generated from the designated account for the funds raised.

(2) Commitment in raised funds

There was no commitment in raised funds of the Company during the Reporting Period.

(3) Changes in raised funds

There was no changes in raised funds of the Company during the Reporting Period.

3. Projects not funded by raised funds

During the Reporting Period, the Company did not have non-raised fund investment projects whose total investment
was more than 10% of the non-audited net assets of the Company in the previous year.
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(V) Sales of Significant Assets and Equities

During the Reporting Period, the Company had no sales of significant assets and equities.

s noqy

(V1) Bankruptcy and Restructuring, Merger or Division, Major Asset Disposal,
Acquisition, Replacement, Stripping, Reorganization and Other
Conditions of the Company

During the Reporting Period, the Company was not involved in any bankruptcy and restructuring, merger or division,
major asset disposal, acquisition, replacement, stripping, reorganization and other conditions of the Company.

(VII) Analysis of key subsidiaries
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i FRBREES O 99.72%
Holding 4 Shareholding
subsidiaries ﬁ f ﬁfrﬂg R J 60%
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HUATAI SECURITIES ( SHANGHAI ) ASSET MANAGEMENT COMPANY LTD.
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HUATAI FINANCIAL HOLDINGS (HONG KONG) LIMITED Shareholding

Wholly-owned Percentage | 100%

z 4 e
E subsidiaries CEESRAARAELT
2 % . ' HUATAI ZIJIN INVESTMENT CO., LTD.
g 2R
=]
P 55
@ ﬁﬁ&;ﬁ Fund ) 45%

Joint stock
subsidiaries

Shareholding
Percentage

& Fansr Bank " 5.54%

BANK OF JIANGSU

T
T

E=HIRE

GPCapitaI Direct investment 11%
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(VIII) Structured entities controlled by the Company

The structured entities consolidated by the Group mainly refer to the asset management plan of the Group as the
manager or investment consultant and investor. The Group carries out a comprehensive assessment of whether the
return that the Group is entitled to for the held shares or the payment as a manager of the asset management plan or
investment consultant will seriously affect the variable return of the Group, and according to this, determine whether the
Group is the main responsible person of the asset management plan. As of 31 December 2017, the Group has consolidated
29 structured entities whose total asset is RMB60,600,933,025.97. The amount of the available-for-sale financial assets,
which embodies the equity of the Group in the said consolidated structured entities, is RMB5,610,163,918.02.

(IX) Other information

1. Establishment and disposal of subsidiaries by the Company during the Reporting Period
(1) Establishment of the subsidiaries by the Company during the Reporting Period

For details of the subsidiaries established during the Reporting Period, please refer to note 23 to the financial
statements of this report “Investment in Subsidiaries”.

(2) Capital increase in subsidiaries by the Company during the Reporting Period

To enhance the capital strength of Huatai Futures, maintain its compliance with the regulatory requirements of net
capital, further expand opportunities for the business development of Huatai Futures, keep up with the continuous
innovation and rapid change of in futures industry, and effectively enhance the overall competitiveness of the
Company in the futures company in the futures business sectors and anti-risk ability, during the Reporting Period, the
registered capital of Huatai Futures was increased from RMB1.009 billion to RMB1.609 billion, among which, the capital
increase of the Company was RMB360 million, and the shareholding ratio remained unchanged.

(3) Disposal of subsidiaries by the Company during the Reporting Period
For details of subsidiaries disposed of by the Company during the Reporting Period, please refer to note 23 to the
financial statements of this report “Investment in Subsidiaries”.

2. Establishment and disposal of branches and securities branches by the Company during
the Reporting Period

During the Reporting Period, 3 branches and 26 securities branches were relocated. No establishment or
de-registration of branches and securities branches occurred. As of the end of the Reporting Period, the
Company has 29 branches and 242 securities branches in total. See "Appendix II: The List of Branches and
Securities Branches” in this report for details.

(1) Relocation of branches during the Reporting Period

S/N Branch Addhesy Date of acquisition

of license
Tianjin Branch, 5/F, North Finance Building, 5 Friendship Road,
! Huatai Securities Hexi District, Tianjin 15 May 2017
Yunnan Branch, 6/F, Block C, Du Shi Ming Yuan, Renmin Central
2 . o . . 21 July 2017
Huatai Securities Road, Kunming, Yunnan province

24/F, Unit 6, Blocks 6-7, Wuhan 1818 Center
(phase 2), 109 Zhongbei Road, Shuiguohu Street, 14 August 2017
Wuchang District, Wuhan

Hubei Branch,
Huatai Securities
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(2) Relocation of securities branches during the Reporting Period

Name of securities

Name of securities

Date of acquisition

S/N branch before . Address )
) branch after relocation of license
relocation
aica‘iglt'seéir:;;? of Securities Branch of No. 213, No. 101, 102, 215, No. 101, 102,
1 ! Huatai Securities, 217, No. 233, 234, 236-241 Huancheng 10 January 2017
Shangda Road, ) ) .
f Fushan, Shaoxing Road West, Shaoxing city
Shaoxing
SecurlFles Bra?r?ch of SecurlFles Bra?r?ch of No. 4 Meiduyuan, Shahekou District,
2 Huatai Securities, Huatai Securities, Dalian Citv. Liaoning Province 12 January 2017
Shengli Road, Dalian Lianhe Road, Dalian v 9
Securities Branch of The second Securities
Huatai Securities, Branch of Huatai 2/F, Block A, Rongchao Business
3 Zhongguan Building, Securities in Rongchao  Centre, No. 6003, Yitian Road, Lianhua 15 February 2017
Liuxian Avenue, Business Centre, Yitian Street, Futian District, Shenzhen City
Shenzhen Road, Shenzhen
Secunpes Bra.”?Ch of Securmes Braln?ch of Shop 32, 33, 1/F, Block T4, Ali Centre,
Huatai Securities, Huatai Securities,
4 ) ) . No. 3329, Keyuan South Road, 15 February 2017
Zhongxin Road, Alibaba Building, Nanshan District, Shenzhen Cit
Shajing, Shenzhen Houhai, Shenzhen ! ¥
Securities Branch of Securities Branch of
5 Huatai Securities, Huatai Securities, E‘;ﬁ;g?tﬁiﬁ:?u Avenue, Yezhou Town, 20 February 2017
Yezhou Avenue, Jianshi  Yezhou Avenue, Jianshi ¥
Securities Branch of Secunpes Bralw?ch of Room 4, 26/F, Block 5, Fanhai
Huatai Securities Huatai Securities, International Soho Town, Wangjiadun
6 oo ! Zhujiang Road, Central . town, ¥¥ang) 20 February 2017
Qingnian Road, : o Central Business District, Jianghan
Business District, s .
Wuhan District, Wuhan City
Wuhan
Secur|.t|es Bra.n?ch of Secur|F|es Bra?r?ch of Rooms 07-1, 07-2, 06-2, Block 4,
7 Huatai Securities, Huatai Securities, Xinning Xinguang Apartment, No. 3 12 April 2017
Wanghai Road West, Middle Jinhai Road, . g Ainguang Ap R P
. : Middle Jinhai Road, Dongtai City
Dongtai Dongtai
Securities Branch of . No. 8-2, Pusi Road, Nanjing New
) L Securities Branch of )
Huatai Securities, . o . & High Technology Industry .
8 Huatai Securities, Pusi . . 1 April 2017
Zhongyang Road, » Development Zone, Nanjing City,
. Road, Nanjing ; .
Nanjing Jiangsu Province
Securities Branch of Securities Branch of
Huatai Securities, West  Huatai Securities, West No. 318, West Avenue, Zhouzhuang
9 ! L 20 March 2017
Avenue, Zhouzhuang, Avenue, Zhouzhuang Town, Jiangyin City
Jiangyin Town, Jiangyin
SecurlFles Bra.”?Ch of SeCUI’I.tIeS Br?hCh of No0.158-8, Baota Road, Chunxi Town,
10 Huatal Securlties, Huatal Securities, Gaochun District, Nangjing Cit: 18 April 2017
Baota Road, Gaochun,  Baota Road, Gaochun, ; ) ! giing -ty P
- - Jiangsu Province
Nanjing Nanjing
Securities Branch of Securities Branch of No. 3, Postal Telecommunication
” Huatai Securities, Huatai Securities, Production Building, No. 2 Zhonghua 1 Mav 2017
Middle Yan'an Road, Zhonghua Road North, Road North, Yunyan District, Guiyang Y
Guiyang Guiyang City, Guizhou Province
Secunpes Bralnjch of Securmes Bralr?ch of No. 8-2, Huayang Road North,
" Huatai Securities, Huatai Securities, Huavana Town. Jurona Citv. Jiandsu 3 May 2017
Huayang Road East, Huayang Road North, yang ! g~y 9 v
- - Province
Jurong, Zhenjiang Jurong, Zhenjiang
Securities Branch of Securities Branch of
Huatai Securities, Huatai Securities, Rooms 101-102, Block 56, Sandiego,
13 23 June 2017

Guyang Avenue,
Dantu, Zhenjiang

Guyang Avenue, Dantu,
Zhenjiang

Dantu District, Zhenjiang City

072



Annual Report | 2017

Name of securities

Name of securities

Date of acquisition

S/N branch before : Address )
; branch after relocation of license
relocation
Securities Branch of Securities Branch of Room 6, Block 109, Guangcheng
14 Huatai Securities, Huatai Securities, Oriental Great Town, No. 99, Zhenzhu 19 June 2017
Zhenzhu Road South, Zhenzhu Road South, Road South, Yongyang Town, Lishui
Lishui Lishui District, Nanjing City, Jiangsu Province
Securlltles Bra}rjch of Secunpes Bra}rjch of No. 101, Zhenzhou Road East,
15 Huatai Securities, Huatai Securities, Zhenzhou Town, Yizheng City, Jiangsu 31 July 2017
Baisha Road, Yizheng, Zhenzhou Road East, . ! g~ 9 Y
) Province
Yangzhou Yizheng, Yangzhou
Securities Branch of Securities Branch of
16 Huata| Securities, Huatal.lSecuntles, No. 231, Clhangﬂ;.ang Road, Ha|mgn 17 August 2017
Jiefang Road Central, Changjiang Road, Town, Haimen City, Jiangsu Province
Haimen Haimen
Securities Branch of Securities Branch of UmF BC, 9/F, Block A, CIC Inlternat|o.nal
: L ) . Business Centre, No. 1061 Xiangmei
17 Huatai Securities, Huatai Securities, ; ) - . 6 September 2017
- . Road, Xiangmihu Subdistrict, Futian
Tairan Road, Shenzhen  Hongli Road, Shenzhen S .
District, Shenzhen City
Securities Branch of Securities Branch of
18 Huatai Securities, Huatai Securities, Park International Building, No. 56, 25 September 2017
Wenchang West Road, =~ Wenchang West Road, Wenchang West Road, Yangzhou City P
Yangzhou Yangzhou
Securities Branch of Securities Branch of
Huatai Securities, Huatai Securities No. 103, 105, 107 and 109, Huizhi Third
19 Donghuan Road, ' Road, Nancun Town Panyu District, 18 October 2017
. Wanda Plaza, Panyu )
Panyu District, - Guangzhou City
District, Guangzhou
Guangzhou
. Securities Branch of
Securities Branch of Huatai Securities No. 1Yinchengdongyuan Xuanwu
20 Huatai Securities, ! - ”g lgy . ) 23 October 2017
L Dongyuan Road, District, Nanjing City, Jiangsu Province
Ruijin Road, Nanjing e
Nanjing
ai;:;litlsezcirrait?é? of Securities Branch of 1/F, Jiangong Building, No. 56
21 ) ' Huatai Securities, Liangqing Road, Wuxi City, Jiangsu 23 October 2017
Jiefang Road North, . ) . -
Wuxi Liangging Road, Wuxi Province
uxi
Securities Branch of Securities Branch of No. 7 Outlet, Dongchang Second
Huatai Securities, Huatai Securities, Complex Building, No. 62 Jiefang East
22 Jiefang East Road, Jilin  Jiefang East Road, Jilin Road, Changyi District, Jilin City, Jilin 27 October 2017
City City Province
ai(;'tl;litlgzcirrai;;? of Securities Branch of Unit 101-2, Wenyuan Building, No.
23 ! Huatai Securities, 59 Heping Road, Yunlong District, 7 December 2017
Tongchang Street, Heping Road, Xuzhou Xuzhou Cit
Tongshan, Xuzhou ping ! ¥
Securities Branch of Securities Branch of
Huatai Securities, Huatai Securities No. 946 and 948, Gaoxin Road,
24 Zhongshan South - " Songling Town, Wujiang District, 7 December 2017
- - Gaoxin Road, Wujiang .
Road, Wujiang District, o Suzhou City
District, Suzhou
Suzhou
Securities Branch of . S10 Commercial Service Building,
) " Securities Branch of ; "
Huatai Securities, . . Phase | of Xinchaojiayuan, Ranghulu
25 Huatai Securities, S . ) . " 14 December 2017
Yuanwang Street, ) . District, Daging City, Heilongjiang
. Xinchao Street, Daging )
Daging Province
ai;ligitlse:irsg;? of Securities Branch of Rooms 1211-1213, Block C, Land
26 ' Huatai Securities, Square, No. 288 Huaining Road, 17 December 2017

Changjiangdong
Street, Hefei

Huaining Road, Hefei

Municipal District, Hefei City
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3. Compliance of ineligible accounts, judicially frozen accounts, risk disposal accounts and
pure capital accounts

As of 31 December 2017, our company has 4,304 unqualified securities accounts, 573 judicially frozen accounts, 87,995 risk
disposal accounts, and 658,796 pure capital accounts.

The following quality criteria have been met in the compliance management of various accounts by the Company:
(1) all accounts involved in the securities transactions are eligible accounts, except for dormant securities accounts,
remaining ineligible securities accounts, judicially frozen accounts and risk disposal accounts which are restricted in use;
(2) consistency of key information of customers including name and ID number is ensured through regular comparison
of capital account information and securities account information so as to avoid opening of any illegible account. The
Company has made elaboration on any inconsistencies of key information of customers caused by discrepancy of
information registration rules between depositary banks and registration companies or disposal methods of Chinese
characters that are rarely used.

Long-term account regulation and management measures are: strengthening daily management of accounts,
strictly implementing the real-name requirements for account opening, introducing face identification technologies,
strengthening verification of identities of investors through a combination of ID card reader and Public Security Bureau's
online inspection, making innovations on account management measures and continuing to improve the long-term
account regulation and management mechanism. The Company further improved customer files management system,
strengthened management of files of customers opening accounts on the internet and made continuous efforts in the
management of paper files and electronic files.

lll. Discussion and analysis of the Company's future development

(I) Competition landscape and trend of the industry

2017 is an extraordinary year for the financial system of China. The report of the 19th National Congress of the Communist
Party of China, which was successfully held in the year, points out that efforts will be made to deepen the reform of the
financial system, strengthen the capability of the financial industry to serve the real economy, raise the percentage of
direct financing and promote the healthy development of the multi-level capital market. It is emphasized in the spirits of
the national conference on financial work that efforts should be made to establish a multi-level capital market with sound
financing functions, solid fundamental systems, effective market regulation and effective protection for the legitimate
interests of investors, and that the decisive role of the market should be brought into full play in the allocation of financial
resources. In overall, the reform and opening-up process of the capital market of China is at a critical node, the securities
industry is still in a period with strategic opportunities and there are huge potentials for the development of securities
companies with leading marketing capabilities. However, it should be noted that there exists a certain extent of concentration
of financial risks in China. In the central economic working conference for 2017, preventing and defusing major risks is put at
top priority among the top three tough tasks in the three coming years, with a focus on preventing and controlling financial
risks. This will raise higher requirements for the risk management and compliance capabilities of the securities industry and
will increase the differentiation within the securities industry. Besides, with a change in the chairmanship of the Federal
Reserve and rising voices of the hawks in the Federal Reserve, expectations in the market over the frequency for the Federal
Reserve to increase interest rate and the reduction of its balance sheet will be more radical. Meanwhile, with the adoption of
the tax reform act and the introduction of a new round of reform initiatives in the United States, it is highly likely that funds
around the world will flow back to the United States gradually. In addition, the People's Bank of China also clarifies that it will
continue to implement prudent and neutral monetary policy. As such, it can be expected that the monetary environment
at home and abroad may continue to maintain a tight balance in the future, which will benefit the reform and opening-
up of the securities industry and help securities companies with real core competitiveness to win out from the peers in the
industry.

Technology is one of the core competitive strengths of the securities industry. Looking forward, financial technologies

will redefine the operation philosophy of the securities companies. The new generation of Fintech centring on big data,
artificial intelligence and cloud computing is overwhelming the globe at an unimaginable speed. The fast upgrading and
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transboundary impact of such technologies have intensified the competitions in the securities industry, and as a result the
ecology of the securities industry are restructuring and the development of the industry is facing challenges in both business
and technical transformation. Fintech plays an important supporting role in the large scale and differentiated development
of securities companies. A far-sighted deployment in advanced technology platforms may bring cost advantages for the

s noqy

securities industry, enhance operation efficiency, control risks and safeguard the security of information. With the constant
upgrading of technology tools and the continuous innovation of financial products, it has become an important trend for
the securities industry to pursue future development by constantly exploring and excavating the value of big data, improving
customer's experience and supporting the expansion and international deployment of business.

(I1) The Company's development strategy

. Strategic guiding principles: Adapting to the new market environment and regulatory environment by capitalizing on
the financial system reform and development of capital market in the PRC; focusing on satisfying customers’ needs for
integrated financial services; setting the establishment of differentiated core competitiveness and the construction of a
new business model as priority so as to unswervingly promote transformation, innovation, coordination, regulation and
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international business development.

2. Strategic vision: Striving to become a first-class integrated financial group with both domestic advantages and global vision,
and become a financial institution with international competitiveness, brand influence and system importance.

3. Values and operation philosophy: By adhering to the core values of "high efficiency, integrity, stability and innovation” and
committing to the operation philosophy of “providing client-oriented services to meet clients’ needs and achieve clients’
satisfaction”, to be accountable to all clients, shareholders, staff and society to achieve harmony and unity.

4. Strategic measures: Developing an all-rounded business chain; pushing forward innovation and development; focusing on
the layout of financial technology; strengthening group governance in a comprehensive manner and accelerating its pace in

8dURUIBN0Y) BjelodioD)

international business development.

(1) Business operation plan

Please refer to “Management Discussion and Analysis and Report of the Board" of this report.

(IV) The Company's capital needs to sustain the current business and
complete the ongoing investment projects

As of the end of the Reporting Period, the Company was at the forefront of the industry in terms of total assets, net
assets, net capital and other indicators. The company has built an assets & liabilities system and liquidity management
system that not only meet the requirement of strategy and regulation of the Company but is also helpful for

uondadsuj Joj s)uBWIND0Q pue Loday [epuRUIY

the development of businesses via optimizing allocation of assets and liabilities. The Company will enhance the
management on capital, liabilities and business within the industry, improve the financing ability, optimize the
structure of assets and liabilities and lower the financing cost via enriching the financing sources and expanding the
financing channels for various stocks and bonds; realize mobility matching of large assets and liabilities by enhancing
the liquidity arrangement of assets to guarantee the equilibrium of the gross volume and reasonable structure of the
assets and liabilities of the Company and realize dynamic equilibrium of security, mobility and profitability as well as
ensure that the capital strength of the Company matches with its position in the industry.

(V) Potential risks and risk prevention measures
1. Introduction to Risk Management

The Company attached great importance to risk management. According to regulatory requirements and the actual
situation of business development, the Company established a relatively complete overall risk management system
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by taking "high engagement, full coverage and deep penetration” as the core idea. The Company has a complete
and effective risk management framework with clearly defined responsibilities and staff at all levels performing their
duties effectively; the Company worked out a clear risk appetite and tolerance system, which integrated flexibly
with development strategies, thereby forming a multi-level risk management system covering the whole Company;
in addition, the Company promoted energetically the construction of collectivized risk-management technology
system and built centralized, time-based, quantitative and penetrable pillars for risk management technologies,
to improve the effect of risk management of the Group and further strengthen the Group's ability of overall risk
identification, quantitative evaluation and risk control. The Company gradually brought its subsidiaries into the
overall risk management system of the Group, explored the construction of effective risk management patterns for
subsidiaries, vigorously deepened the management thinking of centralized and unified professional risk lines, and
built a professional risk management system meeting the business development requirements of the Group. The
overall risk management system of the Company ran effectively, which substantially guaranteed the continuous and
healthy development of various businesses of the Company.

During the Reporting Period, the Company fully implemented the requirements of the “Norms for Overall Risk
Management of Securities Companies” ({ B & A = 2 H & & S 2 48 88 ) ) and continuously improved the risk
management of the Group. The Company strengthened the risk management and control of its subsidiaries with
focus on improving the management system of its subsidiaries by means of the “implementation check, results
evaluation and assessment, and direct management of major risks" for the risks of its subsidiaries by the Group. The
Company made resolute progress towards the construction of collectivized risk-management technology system,
completed the demand integration, system development configuration and testing of phase | of the outsourcing
system of the platform integrating transactions, investment portfolios and risk management and the building of
overall framework of the self-established (ERMP) system and carried out the trial operation of phase I. The Company
strengthened the penetration of professional risk management and control into business, promoted professional risk
management with the idea of collective risk management of the Group; effectively prevented and controlled risks and
improved the efficiency and capacity of professional risk management and control at the group level by strengthening
front-end risk identification, risk management and control and responds.

2. Risk Management Structure

Board of Directors

(Compliance and Risk Management Committee)

Supervisory Committee

Chief Risk Officer President’s Office

(Risk Management Committee)

Take the lead of comprehensive risk management

4 \ r )

Other
Risk Capital Information Strategic Professional Other i
Management Operation Technology Development Risk Department Branches Subsidiaries
Department Department Department Department Management
Department

. J . J
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The risk management framework of the Company covers five major parts: the Board and Compliance and Risk
Management Committee; the Board of Supervisors; President’s Office and Risk Control Committee; Risk Management
Department and various professional risk management departments; other departments, branches and subsidiaries.

The Board is ultimately responsible for the overall risk management. The Board is responsible for reviewing and
approving the basic system relating to the overall risk management of the Company, approving the risk appetite,
risk tolerance and significant risk boundaries of the Company, and reviewing periodic risk assessment report of the
Company. The Compliance and Risk Management Committee is set up by the Board to undertake risk management
responsibilities including reviewing and making recommendations on overall risk management targets and
fundamental policies; evaluating and making recommendations on the risks of major decisions which require the
Board's review, as well as the solutions to these risks; reviewing and making recommendations on risk assessment
reports which require the Board's review.

The Board of Supervisors of the Company is responsible for supervising overall risk management, supervising and
examining the Board and President’s Office on the performance of their duties of risk management, and urging them
to make rectifications.

Based on the authorization and approval of the Board and the operation targets of the Company, the President’s
Office is specifically responsible for the implementation of risk management and assumes the primary responsibility
for overall risk management. Upon authorization of the President’s Office, the Risk Control Committee under the
President’s Office is mainly responsible for making decisions on risk management matters in the course of operation
and authorization on risk undertaking in various business lines. Chief Risk Officer of the Company is responsible for
leading the overall risk management of the Company.

The Company appoints the Risk Management Department to perform the overall risk management responsibilities
and take the lead in managing the market risk, credit risk and operational risk of the Company; appoints the Capital
Operation Department to take the lead in managing the liquidity risk of the Company; appoints the Information
Technology Department to take the lead in managing the information technology risk of the Company; and appoints
the Strategic Development Department to take the lead in managing reputation risk of the Company. Other
departments, branches and subsidiaries of the Company are responsible for the management of various risks in
respective lines, implementing various policies, procedures and measures formulated by the Company and various
leading professional risk management departments, accepting the guidance from various leading professional risk
management departments and decomposing the management and implementing responsibilities of various risks.
The Audit Department brings overall risk management into the audit scope, makes independent and objective review
and evaluation on the adequacy and effectiveness of overall risk management, and is responsible for taking the lead
in evaluating or entrusting external professional institutions to evaluate the overall risk management system of the
Company at regular intervals.

. Market risk

Market risk refers to the risk of fluctuation in assets price of the Company due to changes in market parameters such as
interest rates, exchange rates, stocks or commodity prices at the business operation level. The overall preference of the
Company's market risk management is positive. The Company takes affordable market risks actively and optimizes investment
strategies and adopts decentralized investment, risk hedging and other effective measures to obtain maximum benefits
under controllable risks.

The Company has built a complete quota management system of market risk and ensured that the risk is under control
by front end control via the system and establishing monitoring mechanism. Besides, it also conducts pressure tests in a
regular and irregular way to ensure that the overall risks of the Company are under control. The Company adhered to the
idea of value-oriented and combination of research and investment for individual share investment in the aspect of equity
portfolio investment, and leveraged on the investment and research integration platform to explore individual shares with
low valuation, which has effectively reduced the risk of positions; adhered to the risk control idea of "hedging control risk"”
for derivatives business, strictly controlled the business exposure at default and lowered the sensitiveness of the portfolios to
subject assets; beside increasing investment size, used various derivatives to control the sensitiveness of the interest rate for
portfolios at the aspect of constant return equity investment, maintained the duration of bond portfolios at a relatively low
level and reduced the market value fluctuation of portfolios.

077

s noqy

(@]
ol
@
o3
=3
>
@
>
=1
=
<
2
7
)
>
o
wn
o
QU
o
@
Q
)
a

8dURUIBN0Y) BjelodioD)

uondadsuj Joj s)uBWIND0Q pue Loday [epuRUIY




. Huatai Securities | HTSC

VAR of Market of the Company (statistical caliber of parent company):
Currency: RMB

Forward-looking Period: 1 day; Confidence: 95%,; Historical Analogical Method; Unit (in RMB Ten Thousand Yuan)

As of the end of 2017 As of the end of 2016
Equity-sensitive Financial Instruments 8,982 21,269
Interest-sensitive Financial Instruments 2,657 816
Overall of the Company 8,315 20,984

Explanation: Statistical caliber of parent company Source: Internal statistics of the Company

4, Credit risk

Credit risk refers to the risk of asset loss of the Company resulting from the default of a product or bond issuer or
counterparty (customer).

During the Reporting Period, the Company further deepened credit risk management system, broadened the boundary
of credit risk management and improved depth and coverage of management. The Company completed systematic
realization of unified quantitative indicators of credit risk, and began to implement unified quantitative management of
credit risk at the group level; released measures on managing credit risk of counterparties and initiated the unified and
centralized management of counterparties in group-wide transactions; completed systematic and unified management
of information on key customers of credit business and issuers, and initially realized centralized management of risk
information on the same customer in financing business; and established a credit risk asset dissolving management
system at the group level to strengthen capabilities in risk management and treatment.

5. Liquidity risk

Liquidity risk refers to the risk that the Company cannot obtain sufficient funds at a reasonable cost in time to meet due
debts, perform other payment obligations and meet the capital requirements of normal businesses.

During the Reporting Period, the Company constantly improved the capital planning system, strengthened capital
management, and ensured daytime liquidity safety; with due prudence, the Company set up a cash flow analysis
framework and monitored the framework every day through the information technology system to improve the
frequency and accuracy of liquidity risk monitoring; the Company analyzed the the stress situation, evaluated the
Company'’s ability to bear liquidity risk, analyzed the stress test results, and continuously raised the pressure resistance
ability of the Company'’s liquidity risk; the Company, according to the risk appetite, established right-sized liquidity
assets reserves and maintained sufficient liquidity assets with high quality to ensure the satisfaction of liquidity needs
under stressful scenarios in a timely manner; the Company improved the liquidity risk reporting system to ensure that
the management can in a timely manner understand the status of the liquidity risk and its management. During the
Reporting Period, the Company’s liquidity coverage ratio (LCR) and net stable funding rate (NSFR) continued to meet
regulatory requirements and maintained enough safe space.

6. Operational risk

Operational risk refers to risk on financial or other losses caused by inadequate or problematic internal procedures,
staff, information technology system and external events and the types of losses may be caused mainly include loss of
assets, external compensation, impairment of carrying amount, regulatory fines and confiscation, legal costs, recovery
failure and other costs.

During the Reporting Period, the Company has improved the organizational structure, work division on functions,
rules and regulations, management tools and information systems etc. in the operational risk field, strengthened
the system-based real time control measures, improved pre-, middle and post-management measures for business
operational risks and prevented and mitigated the operational risk via various measures. The Company has revised
the Operational Risk Management Guide and improved organizational structure of operational risk management
and responsibilities of each unit on managing operational risk; detailed operational risk management processes and
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management tools, and introduced new management requirements for business continuity, outsourcing risk, and
new business assessment; formulated rules for the collection and management of risk and control self-assessment,
key risk indicators and operational risk events, which has promoted the unification of operational risk management
idea and method; introduced operational risk and internal control management system (Phase II) which has optimized
the linkage and verification mechanism for three major tools of operational risk management, strengthened the
problem centralized management mechanism and enhanced response and tracking feedback mechanism; introduced
new measures on managing new business risk assessment, which has enhanced the operational risk assessment
and control management for innovative businesses; continuously sorted out the process optimization based on
hierarchical authorization and emphasized the process efficiency under the precondition of risk under control, which
has driven the implementation of risk management measures.

s noqy

7. Compliance risk

Compliance risk refers to exposure to property loss or business reputation loss as a result of bearing legal responsibility,
supervisory measures or disciplinary sanctions imposed on securities companies due to violation of laws, rules and
standards by operational management or professional conduct performed by securities companies or their employees.

During the Reporting Period, taking the implementation of the "Administrative Measures on Compliance of Securities
Firms and Securities Investment Fund Management Companies” ({ BA AT IB AR EESEE AT AR SER
%)) and the “Guidelines on Implementation of Compliance Management of Securities Companies” ( { BAE AT &
REMEENEIES]) ) as an opportunity, the Company optimized compliance management system in respect of system
construction, compliance staffing, group-based compliance management and control, performance guarantee
and specific working mechanisms, and effectively promoting full coverage of compliance management; improved
compliance management mechanism of the Group, formulated compliance management measures of subsidiaries,
established reporting mechanism of information on compliance management and compliance officer joint meeting
mechanism of subsidiaries, and strengthened compliance communication and control among group members;
continuously improved business compliance management mechanism, and enhanced the control and support for main
business through compliance assessment, process analysis, provision of tips & supervision and meeting attendance,
etc.; further improved the compliance training system and enriched training forms, striving to infuse business personnel
with regulatory requirements and compliance consciousness and urging the business department to complete the self-
regulation as early as possible; carefully carried out compliance audit, timely pointed out compliance issues or defects
and proposed regulation suggestions to promote the compliance operation of related business or products; based on
problems and risks, carried out compliance inspections with the focus of key business and risk hazards, timely proposed
improvements in response to identified problems, and continuously tracked the implementation of rectifications; fully
implemented the PBOC's work requirements by launching a new version of the suspicious transaction monitoring
system, reconstructing the indicators of suspicious transaction monitoring, optimizing the analysis procedures for
suspicious transaction screening, conducting comprehensive training and promoting activities, and strictly performing
obligations of customer identity recognition, customer identification information, and transaction record preservation,
classification of customer risk levels, large-sum and suspicious transaction reports and other anti-money laundering
work in order to continuous enhance the ability and level of anti-money laundering.
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8. Information technology risk

Information technology risk mainly refers to exposure to abnormal operation of company information system or data
damage or leakage caused by various internal and external reasons, making the system unable to continuously ensure
stable, efficient and safe business management in aspects of business realization, response speed, handling capacity,
data encryption, etc. and bringing losses.

The businesses and middle office and back office management of the Company are highly dependent on the
information technology system and the information system has become the key assurance to support the operation of
businesses of the Company. During the Reporting Period, the Company issued guidelines for information technology
risk management (trial), improved the risk management system and further enhanced the level of information
technology risk management. At the same time, the Company continuously increased the investment in information
technology, gradually established a professional information technology services management system oriented to
business lines, further improved the information system construction and safety management level, ensured the
security, reliability and stability of the Company’s operational management support information system and effectively
prevented the risks of information technology.
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9. Reputational risk

Reputational risk refers to exposure to negative assessment from relevant media regarding the Company's operation,
management and other conducts or external events.

During the Reporting Period, the Company carried out appropriate and effective reputation risk management and
continued to maintain smooth communication with media, the overall public opinion was stable. The Company
continued to improve its reputation risk management system, standardized related management systems, issued
guidelines on reputational risk management (trial) and clarified the process and principles of reputational risk
management to persist in strengthening prevention and make active response. At the same time, in response to the
problems experienced in actual work, the Company strengthened the training of reputational risk management and
enhanced normalized management which had raised the level of reputational risk response.

(V1) Establishment of the monitoring and complementary mechanism of the

—

Company's dynamic risk control indexes

. Establishment of the monitoring and complementary mechanism of the dynamic risk control indexes

Monitoring of dynamic risk control indicators and supplement mechanism are an important risk control means of
the Company. During the Reporting Period, the Company pushed forward pre-warning of monitoring of various risk
control indicators, continuously improved the dynamic monitoring mechanism for risk control indicators mainly based
on net asset and liquidity and assigned full-time operators to conduct daily monitoring, duly reported and handled
various abnormalities; with stricter corporate monitoring standards as the monitoring threshold, formed a three-stage
risk control indicator monitoring standard based on the regulatory standards and early warning standards for dynamic
risk control indicators specified by the CSRC to launch corresponding reporting route and response plan according
to different early warning level and ensure that the net asset, liquidity and other risk control indicators always comply
with the regulatory requirements; constantly optimized the function of the net asset and liquidity dynamic monitoring
system to ensure that the dynamic monitoring system can effectively support the monitoring for corporate net asset,
liquidity and other risk control indicators.

The Company has established a dynamic complementary mechanism for net asset, liquidity and other risk control
indicators. The Company's complementary pathways of risk control indexes for net capital include but not limited to
capital fund raising for increase in capital and share, issuance of subordinated bonds, compression of highly-risky
investment types and scale, and reduction or suspension of profit distribution, etc. The Company’s complementary
pathways of liquidity include but not limited to external financing (interbank borrowing, bond repurchase, corporate
bond, short-term corporate bond, subordinated debt, short-term financing bill, financing of creditor’s rights and
income rights for credit business, credit business assets-backed securities, income receipts, refinancing integrated
fund, gold lease, etc.), cashable part liquid reserve, control or adjustment of business scale, etc.

. Pre-warning standards for the triggering of risk control indicators, non-conformities, corrective

measures adopted and rectification effect during the Reporting Period

During the Reporting Period, the Company conducted prospective estimate or pressure test for profit distribution, capital
increase in and guarantee provision to subsidiary, engagement in new business and qualification application for offshore
proprietary business, etc. and implemented above-mentioned matters as far as the analysis and test results meet the
regulatory requirements. During the Reporting Period, the corporate operational risks were basically controlled within
the affordable range; asset quality was high; business management regulations and main risk control indicators of the
Company were in line with the regulatory requirements; there were no such circumstances that the risk control indicators
violated the pre-warning standards and that the indicators were not in compliance with the provided standards. As of 31
December 2017, the parent company'’s net capital was RMB46.743 billion, increased by 3.59 % compared to the RMB45.122
billion on 31 December 2016; the net asset of the parent company was RMB78.683 billion, the index of "net capital/net
asset” was 59.41%, the index of "risk coverage” was 193.75%, the index of “capital leverage” was 19.05%, the index of ”
liquidity coverage ratio” was 619.25%, and the index of “net stable funding ratio” was 130.39%.
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IV. Explanations on the Company’s failure to make disclosure in accordance
with the standards due to inapplicability of standards or special reasons
including national secrets and trade secrets and the reasons thereof

During the Reporting Period, the Company did not fail to make disclosure in accordance with the standards due to the
inapplicability of standards or special reasons.

V. Other disclosures

(1) Share capital

For the Company's share capital for the year ended 31 December 2017 and the changes therein, please refer to
the section of "Changes in Ordinary Shares and Shareholders” of this report.

(I1) Pre-emptive rights

According to the PRC laws and of the Articles of Association, none of the shareholders of the Company has any
pre-emptive rights.

(In) Sufficient public float

As at the latest practical date before printing of this annual report, based on the information available to the
public and as far as the Directors are aware of, the Directors believe that the Company has sufficient public
float which satisfies the minimum public float requirement under Rule 8.08 of the Hong Kong Listing Rules.

(IV) Directors' interests in competing business

None of the Directors has any interest in any business that competes or is likely to compete, either directly or
indirectly, with the business of the Company.

(V) Service contracts of Directors and Supervisors

According to rules 19A.54 and 19A.55 of the Hong Kong Listing Rules, the Company has entered into a contract
with each of the Directors and Supervisors in respect of (among other matters) compliance of relevant laws and
regulations, as well as Articles of Association and provisions on arbitration. Save as disclosed above, none of the
Directors or Supervisors has entered into or is proposed to enter into any service contracts with the Company in their
respective capacities as Directors/Supervisors (other than contracts expiring or determinable by the relevant employer
within one year without the payment of compensation other than statutory compensation).

(V1) Directors' and Supervisors' interests in material contracts

During the Reporting Period, the Directors or Supervisors of the Company or entities that are connected to
them did not have any material interests, whether directly or indirectly, in any material contract entered into by
the Company or its subsidiaries.

(VII) Permitted indemnity provision — liability insurance for Directors, Supervisors and senior
management

As authorized in 2014 annual general meeting, the Company has taken out a liability insurance policy for Directors,
Supervisors, senior management, and other relevant competent persons. Appropriate insurance coverage has been
arranged for Directors, Supervisors and senior management of the Company against potential legal actions and
liabilities to reasonably avoid management and legal risks faced by Directors, Supervisors and senior management of
the Company and to procure the full discharge of duties by the Directors, Supervisors and senior management.
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(V1) Profile of Directors, Supervisors and senior management

For the profile of Directors, Supervisors and senior management of the Company, please refer to “Directors,
Supervisors, Senior Management and Staff”, “I. Changes in Shareholding Structure and Remuneration”, “(I)
Changes in shareholding structure and remuneration of current and retired Directors, Supervisors and senior
management during the Reporting Period” and “Primary Work Experience”.

(IX) Remuneration policy

For the remuneration and share incentive scheme of Directors, Supervisors and senior management, please
refer to “Directors, Supervisors, Senior Management and Staff”, “I. Changes in Shareholding Structure and
Remuneration”, “(I) Changes in shareholding structure and remuneration of current and retired Directors,
Supervisors and senior management during the Reporting Period”, “(Il) Option incentive conferred to
Directors, Supervisors and Senior Management Officers during the Reporting Period” and “(Ill). Remuneration

of Directors, Supervisors and senior management”.

(X) Share option scheme

The Company did not establish any share option scheme.

(XI) Major customers and suppliers

The Company provides services to a wide range of institutional and individual clients across a spectrum
of sectors. The Company's clients range from retail customers, wealth clients, high-net-worth individuals,
institutional clients to corporate clients, who are primarily located in China. The successful listing in Hong Kong
and smooth implementation of its deployment strategies in the international market will facilitate the Company
in carrying out its overseas operations, exploring customer resources and boosting for further development of
the Company's businesses. In 2017, the revenue attributable to the five largest clients accounted for less than
30% of the total operating revenue of the Company.

The Company has no major supplier due to the nature of its business.

(XI) Relationship with employees, customers, suppliers and other persons with important relationships

For the employee's remuneration and training plan, please refer to "Directors, Supervisors, Senior Management and
Staff”, “VI. Information about the Staff of the Parent Company and Major Subsidiaries”, “(Il) Remuneration policy”
and "(IV) Training programs”. For the relationship between the Company and securities brokers, please refer to
"Directors, Supervisors, Senior Management and Staff”, “VIl. Customer Solicitation and Customer Services by the
Brokers Commissioned by the Company” of this report. For the relationship between the Company and its major
customers and suppliers, please refer to “Management Discussion and Analysis and Report of the Board", “V. Other

disclosures” and "(XI) Major customers and suppliers”.

(X11I) Business review

For the business analysis made using key financial indicators, please refer to “Summary of the Results” of this report.

(XIV) Corporate governance

For the corporate governance condition of the Company, please refer to “Corporate Governance Report” of this report.

(XV) Environmental Policies and Performance of the Company

For the environmental policies and performance of the Company, please refer to "Major Events”, “XV. Fulfilling
of corporate social responsibility” of this report.
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(XVI) Compliance with Relevant Laws and Regulations

As a public company listed both in mainland China and Hong Kong, the Company abides, in strict accordance,
by domestic and foreign laws, regulations and normative documents including the Company Law, Securities
Law, Regulation on the Supervision and Administration of Securities Companies, Rules for Governance of
Securities Companies, Code of Corporate Governance for Listed Companies in China, Corporate Governance
Code and Corporate Governance Report (Appendix 14 of Hong Kong Listing Rules) and the Articles of
Association. The Company established and perfected its rules and regulations to standardize the operation,
and devoted itself to maintaining and improving its market image. Please see the “"Major Events”, "VIII.
Material litigation, arbitration: (IlI) The punishment and denouncement received by the Company this year” of
this report for the punishment and denouncement received by the Company during the Reporting Period.

(XVII) Reserve and reserve available for distribution
Please refer to the statement of changes in equity of consolidated shareholders and Note 51 of this report for
the status of changes in reserves and distributable reserves.

(XVIII) Property and equipment and investment properties

The status of changes in the properties and equipment and investment properties of the Group is set out
separately in Notes 19 and 20 of the consolidated financial statement. As of 31 December 2017, the Group did
not own one or more investment properties with a ratio (as defined in the Rule 14.04(9) of the Hong Kong
Listing Rules for the definition) over 5%, and did not hold any properties for development and/or for sale.

(XIX) Management contracts

No contracts concerning the management and administration of the whole or any substantial part of the
business of the Company were entered into or existed during the year ended 31 December 2017.

(XX) Donations

The Company actively performed its social responsibilities in 2017: it spent a total of RMB14.3051 million in
public welfare projects, charitable contribution, poverty relief donations, education support, etc. (RMB10.8330
million in 2016).

(XXI) Five-year financial highlight

For the highlight of operating performance, assets and liabilities of the Group in the past five financial years,
please refer to “Summary of the Results—I. Key Financial Data And Indicators—(IV) Key Accounting Data and
Financial Indicators for the Past Five Years” of this report. This summary does not constitute a part of the
audited consolidated financial statement.
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(XXII) Auditors

1. Upon the approval of the Company’'s AGM 2014 held on 30 March 2015, the Company employed KPMG
Huazhen LLP as the audit service institute of the Company’s and its holding companies’ 2015 annual
accounting statement and internal control. The audit service fee was capped at RMB2 million. Upon the
approval of the Company’'s AGM 2015 held on 7 June 2016, the Company increased the A Share audit fee to
RMB2.55 million and newly increased H Share review and audit fee of RMB2 million. In 2015, KPMG Huazhen
LLP issued a standard unqualified opinion audit report on the annual financial report formed by the Company
in accordance with the China's Accounting Standards for Business Enterprises. Certified public accountants
Wang Guobei and Zhang Nan signed the report; KPMG issued a standard unqualified opinion audit report on
the annual financial report formed by the Company in accordance with the International Financial Reporting
Standards. Certified public accountant Peng Chengchu signed the report.

N

. Upon the approval of the Company’s AGM 2015 held on 7 June 2016, the Company employed KPMG Huazhen
LLP as the audit service institute of the Company’s and its holding companies’ 2016 annual accounting
statement and internal control to issue an A Share audit report and internal control audit report; and employed
KPMG as the audit service institute of the Company’s H Share to issue a H Share audit report. The audit
service fee was capped at RMB5 million. In 2016, KPMG Huazhen LLP issued a standard unqualified opinion
audit report on the annual financial report formed by the Company in accordance with the China’s Accounting
Standards for Business Enterprises. Certified public accountants Wang Guobei and Zhang Nan signed the
report; KPMG issued a standard unqualified opinion audit report on the annual financial report formed by the
Company in accordance with the International Financial Reporting Standards. Certified public accountant Peng
Chengchu signed the report.

w

. Upon the approval of the Company’s AGM 2016 held on 21 June 2017, the Company employed KPMG Huazhen
LLP as the audit service institute of the Company’s and its holding companies’ 2017 annual accounting
statement and internal control to issue an A Share audit report and internal control audit report; and employed
KPMG as the audit service institute of the Company's H Share to issue a H Share audit report. The audit
service fee was capped at RMB5 million. In 2017, KPMG Huazhen LLP issued a standard unqualified opinion
audit report on the annual financial report formed by the Company in accordance with the China’s Accounting
Standards for Business Enterprises. Certified public accountants Wang Guobei and Zhang Nan signed the
report. KPMG issued a standard unqualified opinion audit report on the annual financial report formed by the
Company in accordance with the International Financial Reporting Standards. Certified public accountant Peng
Chengchu signed the report.

4. Upon the approval of the Company's Twelfth Meeting of the fourth session Board of Directors held on 28
March 2018, the Company employed KPMG Huazhen LLP as the audit service institute of the Company’s and its
holding companies’ 2018 annual accounting statement and internal control; and employed KPMG as the audit
service institute of the Company’s H Share to issue a H Share audit report. The audit service fee was capped at
RMB5 million, which is yet to be approved by the AGM 2017 of the Company.

(XXI11I) Auditor's remuneration

For auditor’s service fee of the Reporting Period, please refer to "Management Discussion and Analysis and
Report of the Board” "V. Other disclosures” "(XXII) Auditors"” of this report.

During the Reporting Period, the auditor did not charge any non-auditing service fee.
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(XXI1V) Review of Annual Report

This annual financial report has been audited. The Audit Committee of the Company’s Board of Directors has reviewed
the annual financial statement and annual report which have been audited for the year ended 31 December 2017, and

s noqy

did not raise any objections to the accounting policy or convention.

(XXV) Publication of the Annual Report

This results announcement will be released on the Company’s website (www.htsc.com.cn) and the HKEXnews website
(www.hkexnews.hk).

The 2017 annual report of the Company which contains all the materials required by the Hong Kong Listing Rules will
be sent to shareholders and published on the Company’s website (www.htsc.com.cn) and the HKEXnews website (www.
hkexnews.hk).

By order of the Board
Zhou Yi

Chairman and CEO
28 March 2018
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Major Events

. Proposal of profit distribution for ordinary shares or capitalization from
capital reserve

(1) Formulation, implementation or adjustment of cash dividend policy

In order to give investors reasonable returns on their investment and facilitate the formation of a stable return
expectation, the Company's Articles of Association specified requirements for the Company'’s profit distribution and
other policies, which stipulated the minimum proportion of the Company's cash distribution profits under normal
circumstances, and protected legitimate rights and interests of small and medium investors.

For the last three years (including the Reporting Period), the Company had not implemented any plan or proposal
regarding capitalization from capital reserve to share capital. The details of the dividend distribution plan or
proposal of ordinary shares of the Company over the last three years were as follows:

The year 2015: the Company recorded a net profit of RMB10,696,870,875.92 attributable to the shareholders of
ordinary shares of the Company. On the basis of the total share capital of 7,162,768,800 shares as of 31 December
2015, the Company proposed the distribution of cash dividend of RMB5.00 (tax inclusive) for every ten shares to all
shareholders. The total amount of cash dividend distributed was RMB3,581,384,400.00 (tax inclusive), accounting for
33.48% of the net profit for the year attributable to the shareholders of ordinary shares of the Company.

The year 2016: the Company recorded a net profit of RMB6,270,611,459.43 attributable to the shareholders of the
Company. On the basis of the total share capital of 7,162,768,800 shares as of 31 December 2016, the Company
proposed the distribution of cash dividend of RMB5.00 (tax inclusive) for every ten shares to all shareholders. The
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total amount of cash the dividend was RMB3,581,384,400.00, accounting for 57.11% of the net profit for the year
attributable to the shareholders of ordinary shares of the Company in the year.

The year 2017, after the audit of KPMG Huazhen LLP (Special General Partnership), the parent company realized a
net profit of RMB8,482,927,105.80 in the year. After the withdrawal of 10% of the statutory surplus reserve, 10% of
the general risk reserve and 10% of the transaction risk reserve amounting to RMB2,544,878,131.74 according to the
relevant regulations in the Company Law, Securities Law, Financial Enterprise Financial Rules and the Articles of
Association, the profit available for distribution this year was RMB5,938,048,974.06.

Adding the previous year's undistributed profit of RMB10,594,696,225.20 and subtracting distributed dividend
on shares of the Company's profit distribution for the year 2016 of RMB3,581,384,400.00, the accumulated profit
available for investors' distribution of the year was RMB12,951,360,799.26.

The Company is currently promoting the Non-Public Issuance of A Shares. According to the Measures for the
Administration of Securities Issuance and Underwriting of China Securities Regulatory Commission, when a listed
company is issuing securities, if the profit distribution plan, and plan for capitalization from capital reserve to share
capital has not yet been submitted to shareholders' meeting for voting or had been approved in shareholders'
meeting but has not been implemented, it should be issued after the implementation of the plan. If the Company
implements profit distribution of the year 2017, the Company might not be able to issue securities prior to the
completion of the profit distribution. The internal and external procedures related to non-public offerings which
need to be re-performed would not be able to supplement operational capital in a timely manner, which would
directly affect the current profits and long-term development of the Company.

Considering all factors such as the interests of shareholders and the development of the Company, the Company
did not plan for profit distribution for the year 2017 and capitalization from capital reserve to share capital. The
Company plans to make the profit distribution related issues in accordance with the requirements of regulatory
authorities and the Articles of Association as soon as possible after the completion of the Non-Public Issuance of A
Shares.

The current profit distribution plan was reviewed and approved at the 12th meeting of the fourth session of the
Board of Directors and the 6th meeting of the fourth session of the Board of Supervisors held on 28 March 2018, and
will be implemented after being submitted to the Company's 2017 Annual Shareholders' Meeting for approval. All
independent non-executive Directors of the Company have proposed independent opinions on the current profit
distribution plan: agrees to the proposal and agrees to submit the proposal to the 2017 Shareholders' meeting of
Company for deliberation as the current profit distribution plan of the Company is in the interest of all shareholders
of the Company.

When the current profit distribution plan is submitted to the Company's 2017 Shareholders' Meeting for
deliberation, it will provide investors with convenient conditions for online voting in accordance with relevant
regulatory requirements. Meanwhile, the voting results will be disclosed by sections in accordance with the
percentage of shares held by the A-share shareholders participating in the voting. Sections are divided into 1% or
less, 1%-5%, or 5% and more; Shareholders holding shares less than 1% will be divided into two parts in accordance
with the stock market value of a single shareholder (more than RMB500,000 or less), to further disclose the voting
results of the relevant A shareholders.

The formulation and implementation of the profit distribution policy of the Company, in particular the cash dividend
policy, were in compliance with relevant provisions of the securities industry, the requirements of the Articles of
Association and the resolutions of Shareholders’ General Meetings of the Company. Criteria and proportion of
dividend distribution were clear and definite, and relevant decision-making procedures and mechanism were
sound and complete. The independent Directors conducted due diligence and played their due roles, and channels
were provided for minority shareholders to fully express their opinions and requests which fully protected their
legal rights and interests. The conditions and procedures for the adjustments or changes of the Company'’s profit
distribution policy were legitimate and transparent.
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(I1) Plan or proposal of the profit distribution for ordinary shares or capitalization from capital reserve to
share capital for the last three years (including the Reporting Period)
Unit: Yuan Currency: RMB

Numbg; Dividends Numbcenr: Net profit Percentage of net profit
oA per10 . Attributable to the attributable to the
Dividend d'\;'gsrr;ds shares mcrsiaasri;i Agi?/ﬁ;:n%fsc(atzz shareholders of  shareholders of ordinary
year or 10 (RMByuan) or 10 s ordinary shares of shares of the company
sﬁwares (tax sﬁlares the company in the in the consolidated
inclusive) consolidated statement financial statements (%)
(share) (share)

2017 - - - - 9,276,520,447.68
2016 - 5.00 - 3,581,384,400.00 6,270,611,459.43 5711
2015 - 5.00 - 3,581,384,400.00 10,696,870,875.92 33.48

() Profits made during the Reporting Period and the profit of parent company available for
distribution of ordinary shareholders were positive, but the plan for the cash profits distribution
of ordinary shares was not proposed. The Company should disclose the reasons, purpose and
plan of the undistributed profits in detail.

The reason for the Company's made profits during the Reporting Period and the profit of
parent company available for distribution of ordinary shareholders were positive, but the
plan for the cash profits distribution of ordinary shares was not proposed.

Purpose and plan for
undistributed profits

The Company is currently promoting the Non-Public Issuance of A Shares. According to
the Measures for the Administration of Securities Issuance and Underwriting of CSRC,
when a listed company is issuing securities, if the profit distribution plan, and plan for
capitalization from capital reserve to share capital has not yet been submitted to the
shareholders' meeting for voting or had been approved in the shareholders' meeting but
has not been implemented, it should be issued after the implementation of the plan. If
the Company implements profit distribution of the year 2017, the Company might not be
able to issue securities prior to the completion of the profit distribution. The internal and
external procedures related to non-public offerings which need to be re-performed would
not be able to supplement operational capital in a timely manner, which would directly
affect the current profits and long-term development of the Company. After comprehensive
consideration of factors such as the interests of shareholders and the development of the
Company, the Company will not make profit distribution for 2017, nor will it transfer its capital
reserve to increase its share capital.

The Company plans to make
the profit distribution related
issues in accordance with the
requirements of regulatory
authorities and the Articles
of Association as soon as
possible after the completion
of the Non-Public Issuance
of A Shares.

(IV) Tax relief

1. A Share shareholders

According to the provisions in the Notice on Issues Regarding Differentiated Individual Income Tax Policy for Dividends
and Bonuses of Listed Company (Cai Shui [2015] No. 101) ( { B¢ LA SR SATFZRN LB SR B B RIRI-ERE
F0) (B4%2 [2015]101 5% )) and the Notice on Issues Regarding the Implementation of Differentiated Individual Income Tax
Policy for Dividends and Bonuses of Listed Company (Cai Shui [2012] No. 85) ( { BERElt_tm AT EALFIZ=RI LB AR
SRBERERIRIEANERD ) (BFFR [2012]85 557 )) jointly issued by the Ministry of Finance, State Administration of Taxation
and the CSRC, for individual shareholders of the Company, if the term of shareholding (a period from the date when
the individual acquire the listed shares on public offering and transferring markets by the individual to the date one
day before the shares are transferred and settled) is within one month (inclusive), all the dividend and bonus incomes
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thereof are counted as taxable income at the effective tax rate of 20%; if the term of shareholding is between one month
and one year (inclusive), temporarily, 50% of the dividend and bonus incomes are counted as taxable income at the
effective tax rate of 10%; if the term of shareholding exceeds one year, temporarily, the dividend and bonus incomes are
exempted of individual income taxes. When dividends and bonus incomes are distributed by a listed company, such
company, temporarily, shall not withhold or pay any individual income taxes on behalf of the individuals whose term of
shareholding is within one year (inclusive); instead, the taxable incomes shall be calculated by a securities registration
and settlement company based on the term of shareholding when the individual transfers those shares and the
company shall withhold and pay the taxes through the securities registration and settlement company. For dividend and
bonus incomes obtained by securities investment funds from listed companies, the individual income taxes thereof are
calculated and levied pursuant to the provisions in the document of Cai Shui [2015] No. 85.

For QFll, according to the provisions in the Notice on Issues Regarding Withholding and Payment of Corporate Income
Taxes when PRC Resident Enterprises Distribute Dividends, Bonuses and Interests to the QFIl (Guo Shui Han, [2009]
No. 47) ({ BEEnSHEIE FREZEm QFIl TS ~ AT7) « RIBRIHCIHEEETSRERRIEIGERN ) (EFRER [2009]47 37))
issued by State Administration of Taxation, the listed company withholds and pays corporate income taxes at a uniform
tax rate of 10%. If the dividend and bonus incomes obtained by QFIl shareholders are meant to claim the treatment as
stipulated in tax treaties (arrangements), application for tax refund can be submitted to the governing tax authority after
the acquisition of such dividends and bonuses according to regulations.

According to the provisions in the Notice on Tax Policy Regarding Shanghai-Hong Kong Stock Connect Pilot Programs
(Cai Shui [2014] No. 81) (( BIRSIEBEMIH 2 B I BB HIEL 25 BITRICEERAVEAN ) (8418 [2014]81 53%)) issued by
the Ministry of Finance, State Administration of Taxation and CSRC, for the dividend and bonus incomes obtained by
investors (including enterprise and individual) on Hong Kong market from investing in A Shares listed on Shanghai
Stock Exchange, the implementation of differentiated taxtation is suspended before Hong Kong Securities Clearing Co.
Ltd. meets the conditions to provide the investor's identification, term of shareholding and other specific data. The listed
company withholds and pays the income taxes at the tax rate of 10%, which should be duly declared to the governing
taxation authority. For Hong Kong investors who are tax residents of foreign countries that have entered a tax treaty
with the PRC specifying an income tax rate for dividend and bonus incomes below 10%, the rate for dividend and bonus
income tax is less than 10%, the enterprises or individuals can, by themselves or entrust a withholding agent to apply to
the governing tax authorities of the listed company for the treatment as stipulated in such tax treaties. The governing tax
authorities shall refund the taxes according to the discrepancy between the levied taxes and taxes payable based on the
tax treaty after verifying and approving the application.

For institutional investors, the taxes on their dividends and bonus incomes shall be paid on their own.

. H Share shareholders

According to the provisions in the Notice by the State Administration of Taxation on Issues Regarding the Administration
of Individual Income Tax Collection after the Annulment of Document Guo Shui Fa [1993] No. 045 (Guo Shui Han [2011]
No. 348) ({ BIZRIRFHEERIR EIFREE [1993]045 SR (RS LEAE BRIE A TSR ERIEANE) (EFRE [2011]348 57)), for
the dividend and bonus incomes from shares offered in Hong Kong by domestic non-foreign investment enterprises
acquired by individual shareholders as overseas foreign resident individual shareholders, the withholding agent shall
legally lawfully withhold and remit paid the individual income taxes according to item “interest, dividend and bonus
income”. For shares offered in Hong Kong by domestic non-foreign investment enterprises, the individual shareholders
as overseas residents can claim related tax preferences according to the provisions in the tax treaty signed by the country
to which the resident identity belongs and the PRC and in the tax arrangements between Mainland China and Hong
Kong (Macao). According to the related tax treaties and tax arrangements, the tax rates for dividends are normally 10%.
To simplify administration of tax collection, when the domestic non-foreign investment enterprises offering shares in
Hong Kong allocate distributable dividend and bonuses, the individual income taxes are generally withheld at the tax
rate of 10% and such application is not necessary. If the dividend tax rate is not 10%, individual income taxes shall be
withheld as per the following provisions: (1) for residents subject to tax rates below 10% pursuant to relevant treaties,
the withholding agent can apply related treatment under such treaties on behalf of the residents and the governing
tax authority will refund the additional tax payments after approving the application; (2) for residents subject to tax rate
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over 10% but lower than 20% pursuant to relevant treaties, when the withholding agent distributes dividend and bonus,
the individual income tax shall be withheld and paid at the actual tax rate specified in the treaties and application for
approval is not necessary; (3) for residents from the country which did not enter into any tax treaty with the PRC, when
the withholding agent distributes dividend and bonus, the individual income tax shall be withheld and paid at the tax
rate of 20%.

According to the provisions in the Notice on Issues regarding Withholding of Enterprise Income Taxes when PRC
Resident Enterprises Distribute Dividends to Nonresident Enterprise H Share Holders (Guo Shui Han [2008] No. 897) ( 3
ReEEREEEEI HRIFEREERERERBANAHEZEMSRERMENE ) (TR [2008]897 5% issued
by the State Administration of Taxation,when Chinese resident enterprises distribute annual dividends and bonuses for
foreign non-resident enterprise H Share holders for the year 2008 and subsequent years, the corporate income tax shall
be withheld and paid by PRC resident enterprises at the uniform tax rate of 10% on behalf of its shareholders.

According to the provisions in the Notice on Tax Policy Regarding Shanghai-Hong Kong Stock Connect Pilot Programs
(Cai Shui [2014] No. 81) (( BIISIEBREMI5 5 B ik BB HI R B RRIEERRYER ) (8118 (2014181 5% )issued by
the Ministry of Finance, State Administration of Taxation and CSRC, for dividends and bonuses acquired by Mainland
individual investors by investing in listed H Shares at the Hong Kong Stock Exchange via Shanghai-Hong Kong Stock
Connect, such H Share companies shall withhold the individual income tax at a tax rate of 20%. For dividends and
bonuses acquired from Mainland securities investment funds by investing in listed shares at the Hong Kong Stock
Exchange via Shanghai-Hong Kong Stock Connect, the individual income tax shall be levied as per above regulations.
For dividends and bonuses acquired by mainland enterprise investor from investing in listed shares at the Hong Kong
Stock Exchange via Shanghai-Hong Kong Stock Connect, such H Share companies shall not withhold or pay any
income taxes on the dividends and bonuses, as the income tax should be paid by the investing enterprises on their own.
Meanwhile, for the dividends and bonuses acquired by Mainland resident enterprises for continuous holding of relevant
H Shares for 12 months, the corporate income tax shall be exempted according to laws.

According to the current practices of Inland Revenue Department of Hong Kong, no tax shall be leived for dividends
distributed by the Company in Hong Kong.

The shareholders of the Company shall pay relevant taxes and/or be entitled tax reliefs according to above provisions.

Il.Performance of undertakings

() Undertakings of de facto controllers, shareholders, related parties, purchasers, the Company and
other undertaking-related parties made or remain effective during the Reporting Period

Any .
Type of Undertaking . Date gnd deadline for .SmCt.W peianed
Background . Content of undertaking duration of in a timely manner
undertaking  party . performance
undertaking or not
or not
Jiangsu Guoxin and its subsidiaries
or associated companies shall not
engage in or conduct any business
which compete with the primary
business of Huatai Securities at any
Other time in the future and in any form
undertakings (including but not limited to self-  Issuing date:
made to To solve Jiandsu owned, joint venture or cooperation) 27 June 2014;
minority horizontal Guo?(in (except lintai Futures Co., Ltd.). For  expiry date: No Yes
shareholders competition any opportunities to conduct, engage  inalong
of the in or invest in any business which may ~ term
Company compete with the business of Huatai

Securities available to Jiangsu Guoxin
and its subsidiaries or associated
companies, Jiangsu Guoxin shall refer
to Huatai Securities (except Jintai
Futures Co., Ltd.).
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lll. Appropriation of fund of the Company during the Reporting Period

s noqy

IV. Standard Unqualified Opinion Audit Report prepared by the accounting
firm of the Company

V. Analysis and explanation from the Company on the reasons and impact of
the change of accounting policies and accounting estimates or correction
of major accounting errors

() Analysis and explanation from the Company on the reasons and impact of the change of accounting
policies and accounting estimates

For the change of accounting policies and accounting estimates during the Reporting Period, please refer to “Note 2.

(@]
ol
@
o3
=3
>
@
>
=1
=
<
2
7
)
>
o
wn
o
QU
o
@
Q
)
a

Major Accounting Policies” of this report.

(1) The Company made no correction of major accounting errors

V1. Appointment and removal of accounting firm

Unit: Ten Thousand Yuan Currency: RMB

8dURUIBN0Y) BjelodioD)

Currently employed unit

Name of the domestic accounting firm KPMG Huazhen LLP
é"!
Remuneration of the domestic accounting firm 275 §
g
Audit years of the domestic accounting firm 4 o}
2
Name of the overseas accounting firm KPMG g
[a]
:
Remuneration of the overseas accounting firm 220 =i
g
Audit years of the overseas accounting firm 3 =
8
2
=)

Name Remuneration

Please refer to the description of the
situation under this table

Accounting firm for the

auditing of internal controls KPMG Huazhen LLP

Explanation on appointment and dismissal of accounting firms

During the Reporting Period, as approved at the Annual General Meeting of the Company for 2016, the Company re-
appointed KPMG Huazhen LLP to audit the financial statements and internal controls of the Company and its holding
subsidiaries for 2017. The auditing fee is not more than RMB5 million in aggregate.
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VII. The Company had no risks of suspension of listing, termination of listing or
bankruptcy and restructuring

VIIl. Material litigation and arbitration

The Company had no new material litigation or arbitration during the year.

() Litigation and arbitration disclosed in ad hoc announcements without subsequent development

Summary and type of event Query indexes

Debt disputes between Huatai United Securities, Stone Group
and Stone Group Financial Company

Could be retrieved in the annual reports for
the Year 2011-2016

Debt disputes between Huatai United Securities and Beijing
Huazi Syndicated Group

Could be retrieved in the annual reports for
the Year 2011-2016

Objection to enforcement for the deposit receipts under
pledge raised by Huatai Securities as the manager of “Jinling
No. 6 Targeted Assets Management Plan of Huatai Securities”

Could be retrieved in the interim report for
2016 and annual reports for the Year 2016

(I1) Litigation and arbitration not disclosed in ad hoc announcement or with subsequent development

Unit Yuan Currency: RMB

During the Reporting Period: There were no new material litigation and arbitration.

Whether

: Type of : Amount L Awardand  Enforcement
- Joint e Basic status ) . litigation Progress of .

Plaintiff Defendant et litigation R involved in S B effect of of judgment
A liability of litigation e (arbitration) litigation o L
(claimant)  (respondent) - (arbitration) litigation forms estimated  (arbitration) litigation of litigation

party arbitration (arbitration) o (arbitration)  (arbitration)
liabilities
Huatai Zhang D‘ebt Refer to notes 22,639.786.41 No Refer to Refer to Refer to
Futures Xiaodong dispute notes notes notes
China
Huatai Nuclear
United Energy antract Refer to notes 13,140,200 No Refer to Refer to Refer to
i dispute notes notes notes
Securities  Industry
Corporation
(entrust)
Chengdu  Sichuan
Branch Shengda D.ebt Refer to notes 64,887296 No Refer to Refer to Refer to
of Bank Group dispute notes notes notes
of Tianjin ~ Limited
Co., Ltd.
, Shenzhen
Xlamen Branch of
Bank Bill Refer to Refer to Refer to
Bank of ) Refer to notes - No
Company dispute notes notes notes
o Ningbo Co.,
Limited o
Limited

1. A considerable overloss occurred in futures account of Zhang Xiaodong, a client of Huatai Futures on 16 April 2013, with the overloss amount of
RMB22,639,786.41. Since Zhang Xiaodong failed to repay the overloss amount lent by Huatai Futures, on 27 December 2013, Huatai Futures brought a civil suit
against Zhang Xiaodong to the No. 1 Intermediate People's Court in Shanghai, requiring Zhang Xiaodong to reimburse the overloss amount paid by Huatai
Futures for him and bear all legal costs. The No. 1 Intermediate People’s Court in Shanghai held a hearing on 29 May 2014, and delivered a verdict ((2014)
Hu Yi Zhong Min Liu (Shang) Chu Zi No. 1) ((2014) JE—"E7< () #1558 157 )) on 25 June, pronouncing that the defendant Zhang Xiaodong shall repay
RMB22,639,786.41 to the Huatai Futures within ten days after the verdict became effective, and supporting the Huatai Futures' demand that Zhang Xiaodong
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shall bear the court case hearing cost. Huatai Futures applied to the No. 1 Intermediate People’s Court in Shanghai for compulsory enforcement of overloss
amount of Zhang Xiaodong on 11 November 2014; currently, the case is in the process of implementation. With respect to the application for enforcement
through the defendant’s properties, Huatai Futures received enforcement ruling from the Intermediate People’s Court in Sanmenxia, Henan Province at the
end of June 2015: since the person subject to enforcement was temporarily unable to repay the debt, the case failed to be executed effectively, and the court
terminated the procedure of enforcement. If the person subject to enforcement was found to have properties to be executed, Huatai Futures may apply to the
court for resuming enforcement at any time. In April 2017, the age of the “"risk loss receivables” has passed three years, and there is no evidence to prove that
it has a high probability of recovery. It does not meet the definition of assets in the ASBE, so the use of futures risk reserves are written off and transferred back
when they are determined to be recoverable. In 2017, Huatai Futures did not find that Zhang Xiaodong, the person subjected to the execution had any assets
available for execution and did not apply to the court to restart the enforcement procedures.

2. China Nuclear Energy Industry Corporation ( = &l [f F 8¢ T % 5 IR X & ) (hereinafter referred to as “Nuclear Energy Corp") brought legal proceedings
regarding to a deposit receipts dispute against China Huacheng Group Financial Co., Ltd. ( & B # 5 £ B B/ # B R ST A 5 ) (hereinafter referred to as
"Huacheng Group") and Huacheng Investment Management Co., Ltd. (I EEEBRAE)) (hereinafter referred to as "Huacheng Investment"), No. 2
Intermediate Court in Beijing (hereinafter referred to as " No. 2 Intermediate Court ") issued a civil verdict (1998) Er Zhong Jing Chu Zi No. 1218 on 10 February
1999. After the verdict came into effect, Nuclear Energy Corp applied to the No. 2 Intermediate Court for verdict enforcement on 12 July 1999. The No. 2
Intermediate Court, according to law, impounded the shares of United Securities Co., Ltd. (hereinafter referred to as “United Securities”) held by Huacheng
Investment. After that, Nuclear Energy Corp acquired 36.6 million shares of United Securities held by Huacheng Investment through auction. United Securities
considered the contribution of RMB14.98 million at the beginning of the investment in United Securities by Huacheng Investment as overstated (deduction
enforced by the court), and therefore filed a writ and raised an objection to enforcement to the Higher People’s Court in Beijing and the Supreme People’s
Court. The No. 2 Intermediate Court and Nuclear Energy Corp finally deducted the 13.48 million shares of United Securities (equivalent to RMB14.98 million)
from the 36.6 million shares of United Securities acquired through auction by Nuclear Energy Corp, and the remaining equity of 23.12 million shares were
transferred to Nuclear Energy Corp. However, the aforesaid 13.48 million shares were requested to continue to be frozen under the name of Nuclear Energy
Corp by the No. 2 Intermediate Court.

At the end of 2003, United Securities instituted proceedings to court against Huacheng Group and Huacheng Investment, but the proceedings were halted as
the Supreme People’s Court informed all the courts over the country to temporarily refuse to accept cases in relation to Huacheng Group and its subsidiaries
through an openly transmitted telegraph. Therefore, United Securities initiated the negotiation with Nuclear Energy Corp in relation to the application of
freezing the 13.48 million shares in the No. 2 Intermediate Court under the name of Nuclear Energy Corp. The two parties reached a mutual consent on
the basis of mutual benefit. United Securities agreed that the aforesaid 13.48 million shares would continue to be under the name of Nuclear Energy Corp,
provided that the entire equity would be spilt up in two parts in 40-60 proportion, in which Nuclear Energy Corp obtained 5.5 million shares, and the remaining
7.98 million shares were obtained by United Securities as the settlement of the debt owed by Huacheng Investment. In 2008, the 13.48 million shares of
Huacheng Investment were transferred to Nuclear Energy Corp. By then, Nuclear Energy Corp, on behalf of United Securities, held the 7.98 million shares,
which were originally held by Huacheng Investment in United Securities.

In 2009, Huatai Securities restructured United Securities. United Securities changed its name to Huatai United Securities Co., Ltd. After the split off, Nuclear
Energy Corp held 10.98 million shares of Huatai United Securities, in which 8.586 million shares were held on its behalf, and 2.394 million shares were held as
warehouser. Huatai Securities then negotiated with Nuclear Energy Corp, agreeing that Nuclear Energy Corp transferred 2 million shares of the 2.394 million
entrusted shares to Huatai Securities, and the transfer payment was made to Huatai United Securities. The remaining 394,000 shares together with the 8.586
million shares (8.98 million shares in total) were converted to equity interest in Huatai Securities. Nevertheless, the issue of the 2 million entrusted shares held
by Nuclear Energy Corp was yet to be settled.

On 23 December 2014, the People’s Court in Xicheng District of Beijing accepted the case regarding contract dispute between Huatai United Securities and
Nuclear Energy Corp. On 28 June 2016, people’s court in Xicheng District of Beijing issued a civil verdict of (2015) Xi Min (Shang) Chu Zi No. 1048, Huatai United
Securities obtained the judgment in its favor. The court judged that the defendant should continue to perform the Entrusted Equity Agreement and the
Entrusted Equity Listing Transfer Agreement, and complete the equity transfer of the 2 million equity shares within 30 days commencing on the effective date
of the judgment, as well as pay the proceeds from the equity transfer to Huatai United Securities. After the Reporting Period, these equity was sold in a judicial
sale on the Beijing Property Exchange and Huatai Securities acquired such equity with an amount of RMB13,140,200.00. On 23 March, the equity transfer was
completed and the shareholding of Huatai United Securities held by Huatai Securities changed from 99.72% to 99.92%.

3. Debt dispute between Huatai Securities and Sichuan Shengda Group Co., Ltd. (P0)||ESEEMBR/AT] ): The interest of corporate bond of Sichuan Shengda
Group Co., Ltd. of 2012 (12 Shengda bond", bond code: 1280443) was not able to be paid to Huatai Securities in full and the principal amount of the bond
was not able to be paid for redemption in full upon maturity. Huatai Securities and other creditors jointly entrusted the Chengdu branch of the Bank of
Tianjin Co., Ltd. to raise litigation at Sichuan Higher People’s Court on 7 June 2016 according to the decision made in the meeting of bondholders, requesting
Sichuan Shengda Group Co., Ltd. to repay the principal amounts and interests. The total principal amount was RMB300 million, based on the coupon rate of
7.25% calculating from 6 December 2014 till the date of repayment, and the penalty interest was calculated based on the annual interest rate of 3.625% from
6 December 2015 till the date of repayment (of which RMB50 million was attributable to Huatai Securities). As of 31 December 2017, the principal, interest and
interest penalty receivable by Huatai Securities from Sichuan Shengda Group Co., Ltd. were RMB50 million, RMB11,133,200 and RMB3,754,100 respectively.
The case is closed through mediation. Sichuan Shengda Group Co., Ltd ( PU)I|ESZEMAFR/AT] ) has agreed to pay the money above, confirming that Bank
of Tianjin Co., Ltd. Chengdu Branch is entitled to the priority of claim for the money from disposal of the pledge and that relevant personnel are jointly
responsible for liquidation. Currently the Intermediate People’s Court in Leshan City, Sichuan Province, is disposing the pledge.

4. Bill dispute under No. 1 Targeted Assets Management Plan of Bank of Huafu Xiamen ( & 7 /& P9 R 17 ) of Huatai Securities: Xiamen Bank Co., Ltd, the
consignor of No. 1 Targeted Assets Management Plan of Bank of Huafu Xiamen of Huatai Securities ("No. 1 of Bank of Huafu Xiamen"), in view of disputes
of the relevant bill disputes over No. 1 Targeted Assets Management Plan filed a lawsuit on contract disputes to the High People’s Court in Fujian Province in
October 2016 and March 2017 against the Shenzhen Branch of Bank of Ningbo Co., Limited ( Z8fZ5RITAHBIRAT] ) , with the litigation amount accounting
to RMB950 million. The Shenzhen Branch of Bank of Ningbo Co., Limited, as the defendant, after receiving the materials on claim including the notice of
respondence to action from the High People’s Court in Fujian Province, submitted the Application for the Objection to the Jurisdiction to the High People’s
Court in Fujian Province to raise its objection to the jurisdiction. So far, the Supreme People's Court has rejected the objection of the defendant Shenzhen
Branch of Bank of Ningbo Co., Limited on jurisdiction. The case will be on trial in the High People’s Court of Fujian Province and the session is not open for the
moment.

As the manager of No. 1 Targeted Assets Management Plan of Bank of Huafu Xiamen ( #i@[EF98R1T ), Huatai Asset Management was listed as third person of
the civil action, and was not asked to bear the compensation liability. There was no adverse effect on the profits of Huatai Asset Management during and after
the Period.
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(1) Punishment and Reprimand of the Company this year

1. During the Reporting Period, the Company received a determination on administrative supervision measures —
Determination on Taking Measures to Order Huatai Securities Co., Ltd. to Make Corrections ([2017] No. 3) ( Bit¥i4z=
SRS BIRAEHRINE S SUEETEANAE (201713 5% )) from the CSRC on 18 January 2017, which mainly stated: “Upon
investigation, we found that your business department and asset management subsidiary used WeChat official account
and official website with the same name of the Company to publicize and market private asset management products
to unspecific objects. The abovementioned behaviors violated Article 39 of Measures for the Administration of the
Customer Asset Management Business of Securities Companies (( BA AT EFEESIEEFESIEYHE) ), Article 14
of Interim Measures for the Supervision and Administration of Privately Offered Investment Funds (( FARIREE S &S
BEMEEITHPHE) ) and Article 27 of Regulations on the Supervision and Administration of Securities Companies ( { 3&
HNTEEESIEEH ) ). According to Article 33 of Interim Measures for the Supervision and Administration of Privately
Offered Investment Funds (( FAZREBE S EEBEIEE/T9H% ) ) and Article 70 of Regulations on the Supervision and
Administration of Securities Companies ( { & AT EEEIEEA) ), we decided to adopt administrative supervision
and management measures to order you to make corrections. You should make rectifications as per requirements
of relevant laws, administrative regulations and CSRC, further sort out relevant procedures and strengthen relevant
persons’ awareness of compliance with laws and regulations. We will keep paying attention to and inspecting your
rectification during daily supervision.”

On the same day, Huatai United Securities received the Decision on Issuance of Warning Letter to Huatai United
Securities Co., Ltd (No. [2017] 4) ((BINHEHRMSBSBREELTRNLEERRIERIGRE ) ([2017]4 57 ) ) from
the CSRC, the primary content being: “Through investigation, we find that you have not made a thorough check on the
primary clients and supplies of the target assets as the financial advisor of Beijing Leadman Biochemistry Co., Ltd on
the project of purchasing assets and raising supporting funds by issuance of stocks. The behaviors above have violated
Article 3 and Article 24 of the Administrative Measures for Financial Advisory for Listed Companies on Merger, Acquisition
and Reorganization. According to Article 39 of the Administrative Measures for Financial Advisory for Listed Companies
on Merger, Acquisition and Reorganization, CSRC has decided to exercise the administrative measures for supervision
and management by issuance of a warning letter to your Company.”

The Company has disclosed the information above on China Securities Journal, Shanghai Securities News, Securities
Times, Securities Daily and www.sse.com.cn, the official website of the Shanghai Stock Exchange, on 20 January 2017.

Regarding the decisions of the supervision department, the Company and relevant subsidiaries have taken relevant
rectification measures, specifically:

(1) Regarding the issue that the business department publicized and marketed asset management products to
unspecific objects via its WeChat official account, the Company organized various branches to conduct self-examination
and make rectifications in respect of WeChat-based publicity of small collective products and required various branches
to intensify efforts for we media management, enhance the responsibilities of persons in charge of branches, and
designate persons to conduct pre-examination over the contents to be issued. The Company has criticized the business
department involved in a circulated notice, pursued their responsibility in internal compliance, and required relevant
units to learn a lesson so as not to repeat the mistake.

(2) Regarding the issue that the asset management subsidiary publicized and marketed relevant asset management
products to unspecific objects via the official website, the Company ordered the asset management subsidiary to make
rectifications. The asset management subsidiary has taken the lead to improve the website and worked out procedures
for online investigation on specific objects. For small collective products, only the investors subject to specific object
investigation can access the product information. We conducted special self-examination over compliance with laws and
regulations in respect of website operation and information release, strengthened inspection and random inspection
over information spreading based on websites and information released via WeChat official account, and included them
in the main contents of compliance inspection.

(3) On the issue of insufficient check on the primary clients and suppliers of the targeted assets, the Company has
ordered Huatai United Securities to correct itself positively. Huatai United Securities has taken the following corrective
measures: it has supplemented the records and sound records of interview on relevant clients and suppliers on the
paper manuscript and the electronic draft; the responsible departments and persons involved are penalized by bonus
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deduction and circulated criticism. The departments are asked to learn the lessons, strictly abide by the regulations of
CSRC and the rules of the Company, carefully exercise the duties, and put an end to similar incidents.

2. During the Reporting Period, the Company received the Determination on Issuing A Warning Letter to Securities
Branch in Zhenli Road, Tianjin of Huatai Securities Co., Ltd. (Jin Zheng Jian Cuo Shi Zi [2017] No. 7) ( BIRS¥EIEZRIEERR D
BIRABXREEIDEBH S XL A ERREBAORE ( FEZEREIEF (2017]7 5%)) from Tianjin Office of CSRC on
15 June, 2017, which mainly stated “upon investigation, Liu Xlei, a staff of your business department copied the following
contents in the Disclosure Document of Transaction Risks of Securities Lending and Borrowing on behalf the customers,
namely, ‘I confirm that | have read and fully understand all the contents of the abovementioned Disclosure Document
of Transaction Risks of Securities Lending and Borrowing and am willing to bear the risks and losses of securities lending
and borrowing business’. The abovementioned behavior violated Article 15 of the Measures for the Administration of
Securities Lending and Borrowing Business of Securities Companies ( { ZA5ATIRIB RIS EFEEIENEE ) ). According to
Article 49 of the Measures for the Administration of Securities Lending and Borrowing Business of Securities Companies
((EHATRERISEFSETEIEE ) ), we decided to take supervision and management measures by issuing a warning
letter to your business department.

The Company has ordered Tianjin Branch to make rectifications. Tianjin Branch has criticized the liable persons of
the business department in a circulated notice within the jurisdiction and imposed economic punishment on the
directly liable persons and person in charge of the business department; organized the business department within
the jurisdiction to conduct special compliance training and risk investigation so as to further improve the employees
' compliance awareness, especially the awareness of adequacy management; designated ad hoc persons to sort out
the business system and operation process of the business department, plugged the loopholes, enhanced control and
started field inspection within the jurisdiction so as to improve the compliance management within the jurisdiction.

3. Guangdong Securities Regulatory Commission made the Decision on Measure of Warning Letter for Huatai Futures
Co., Ltd (No. [2017] 5) ((BARCHEFRBEBRATRNE BERREIBAVRE ) ([2017]55% ) ) on 13 October 2017, the
primary content being "Your company, the administrator of “Huatai Futures--Yinhua Quantitative Index Enhanced Asset
Management Plan” (hereinafter referred to as Quantitative Index Asset Management), failed to effectively execute the
risk management system for asset management businesses, identify the risks of quantitative index asset management,
properly exercise the monitoring and control measures, or find the unusual transactions of the products; your
Company failed to effectively execute the interest conflict prevention system and lacked supervision and management
on Shenzhen Fuhang Investment Management Co., Ltd. GRIITT EMIEEEE G R AT ) (Hereinafter referred to as
Fuhang Investment), the investment advisor of quantitative index asset management, leading to the tunneling between
quantitative index asset management and other asset management products of Fuhang Investment. Your company's
behaviors above have violated Article 31 of the Pilot Measures for Asset Management Businesses of Futures Companies
((HERTEESTEER AP %)) (hereinafter referred to as the pilot measures) and Article 5.4 of the Interim
Provisions for Business Operations on Private Asset Management of Securities and Futures Firms ( { FEZ5HA S & HAETA
SEESEEREEEIEETIRE) ) (hereinafter referred to as the interim provisions). According to Article 42 of the pilot
measures and Article 12 of the interim provisions, your company is hereby warned and ordered to take measures against
the issues above. Your company shall enhance the consciousness on risks and responsibilities among employees, further
improve and refine the management system and operating instructions related to asset management businesses, and

put an end to similar problems.”

Huatai Futures has complete the rectification with the following measures: (1) organize the compliance training on the
asset management headquarters and enhance the consciousness on compliance, risks and responsibilities among
asset management employees; (2) revise asset management related systems and contractual texts; (3) reinforce overall
management on third-party investment advisors; (4) improve the mode of unusual transaction monitoring, refine the
indicators of monitoring, and improve the investigation in unusual transactions and its treatment measures.

4. During the Reporting Period, the Company’s business department on Liuyizhong Road, Fuzhou, and Wei Xiang,
General Manager of the department, respectively received the Determinations on Administrative Penalty (Fu Yin Fa
Zi No. [2017] 8 and Fu Yin Fa Zi No. [2017] 7) ({ {TBUREIRESE ) (TRIREF [2017]8 5% « f@iR 1= [2017]7 8% ) ) from
People's Bank of China Fuzhou Center Sub-branch on 28 November 2017, the primary content being "It is found through
inspection that the business department breaks the law during its performance of the obligation to identify anti-
laundering clients, including opening deposit account for client, opening fund account, transfer of custody, appointed
transaction, cancellation of appointed transaction, and commissioning of stock recognition, etc., in which the clients
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are not identified by rule; continuous identification of client is not exercised by rule; re-identification is not exercised by
rule. According to Item 1 of Clause 1 of Article 32 of the Anti-Money Laundering Law of the People’s Republic of China,
the bank has decided to fine the Company by RMB450,000 and the Company’s General Manager Wei Xiang (225 ) by
RMB40,000".

The Company has paid extra attention, formulated corrective plan and guided the business department to carry out
positive corrections on the building of interior control system on anti-money laundering, customer identification and
other aspects. The Company has reminded customers to improve their basic identity information, carried out continuous
identification or re-identification on relevant clients, and submitted the corrective plan to People’s Bank of China Fuzhou
Center Sub-branch in a timely manner. The Company will submit the rectification reports on schedule as required.

5. During the Reporting Period, the Company’s securities business department on Datong Road, Haikou, and Chen lJie,
General Manager of the department, received the Determination on Administrative Penalty (Qiong Yin Fa Zi No. [2017] 5)
({FFBERSTREE) (1BIRE= [2017] 55 5 5% ) ) from People’s Bank of China Haikou Center Sub-branch on 8 December
2017, the primary content being "As the business department fails to perform the obligation of client identification by
rule, including not registering the clients’ basic information of identity by rule and not auditing the basic information
of clients of the highest risk level by rule, the Company's business department will be fined by RMB200,000 and the
Company'’s General Manager Chen lie ({4 ) by RMB10,000 pursuant to Article 32 of the Anti-Money Laundering Law of
the People's Republic of China ( { & A RHEAEEEEE ) ).

The Company has paid extra attention, formulated corrective plan and guided the business department to carry out
positive corrections on the building of interior control system on anti-money laundering, customer identification, client
laundering risk level classification and other aspects. The Company has verified and revised client information, further
improved the management of client laundering risk level, and submitted the rectification report to People's Bank of
China Haikou Center Sub-branch in a timely manner.

6. During the Reporting Period, the Company's securities business department in Fushan, Shaoxing, and Fang Wei, General
Manager of the department received the Determinations on Administrative Penalty (Shao Yin Fa No. [2017] 18 and No. [2017]
17) ((ATBURSHREE) (4BIREH [2017] 5518 55 « 4B4REF [2017] £ 17 5% ) ) from People’s Bank of China on 11 December
2017, the primary content being "It is found through inspection that your business department violated the management
regulations on anti-money laundering, including not continuously identifying clients by rule, not re-identifying clients
by rule, not classifying client risk level in time and not auditing high-risk clients in time, etc. According to Article 32 of the
Anti-Money Laundering Law of the People's Republic of China ( { & A BILFIE & %8i% ) ), the Company's business
department is fined by RMB300,000 and the Company's General Manager Fang Wei ( 7512 ) by RMB25,000.”

The Company has paid extra attention, organized the business department to formulate corrective plan and guided the
department to further enhance the building of interior control system on anti-money laundering. The Company has
implemented the requirement for client identification as required, further enhanced the analysis and identification of
unusual transactions, promoted continuous and effective anti-money laundering and submitted the rectification and
corrective measures to People’s Bank of China, Shaoxing Center Sub-branch in a timely manner.

7. During the Reporting Period, the Company's securities business department in Tiyu Road, Taiyuan, received the
Determination on Administrative Penalty (Bing Yin Fa Zi No. [2017] 13) ( {{TBURESHAEEZ ) (1ERE= [20171 551358 ) )
from People’s Bank of China Taiyuan Center Sub-branch on 28 December 2017, the primary content being “Through
inspection, the business department is found to have the following behaviors on anti-money laundering: not performing
the obligation of client identification by rule and not submitting large-sum transaction or unusual transaction report
by rule. According to Article 32 of the Anti-Money Laundering Law of the People's Republic of China ( (hEA BRHEEH
L) ), the Company is ordered to correct by deadline with a fine of RMB200,000. Wu Kunze (=1#i2 ) is fined by
RMB10,000."

The Company has paid extra attention, formulated corrective plan, urged the business department to implement the
plan, and guide the business department to positively implement the corrective measures on aspects of improvement
of interior control system on anti-money laundering, reinforcement of client identification, improvement of classification
of client laundering risk level and further reinforcement of analysis and identification of unusual transaction, etc. The
Company has also submitted the rectification report to People's Bank of China Taiyuan Center Sub-branch in a timely
manner.
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IX. PUNISHMENT ON AND RECTIFICATION OF THE COMPANY AND ITS
DIRECTORS, SUPERVISORS, SENIOR MANAGEMENT, CONTROLLING
SHAREHOLDERS, DE FACTO CONTROLLERS AND PURCHASERS

During the Reporting Period, none of the Directors, Supervisors, senior management, shareholders holding over 5% of
equity interest or de facto controllers of the Company was investigated by competent authorities, imposed with coercive
measures by a judiciary authority or disciplinary department, transferred to a judicial authority or held criminally liable,
banned from accessing to market, identified as an unsuitable person, punished by other administrative departments or
publicly condemned by a stock exchange.

s noqy

For details of punishment on and rectification of the Company during the Reporting Period, please refer to “(Ill) The
punishment and denouncement received by the Company for the year” under “Material litigation and arbitration”.

X. Integrity of the Company and its controlling shareholders and de facto
controllers in the Reporting Period
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During the Reporting Period, the Company and its de facto controllers maintained excellent integrity and there
were no such cases as non-performance of effective court judgment or overdue of relative large liability.

Xl. Share incentive scheme, employee stock ownership plan or other employee
incentives and their implication

8dURUIBN0Y) BjelodioD)

The Company did not implement any share incentive scheme or employee stock ownership plan.
See Note 45 of this report for the employee incentive measures adopted by AssetMark Holdings, LLC held by the
group.

Xll. Material related-party transactions

Details on the related-party transactions under the relevant accounting standards can be found in Note 55 of
this report. The Company confirmed that the related-party transactions were not qualified as the connected
transactions or the continuing connected transactions as defined in Chapter 14A of the Hong Kong Listing Rules (as
the case may be), and were in compliance with the disclosure requirements under Chapter 14A of the Hong Kong
Listing Rules.
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Xilll. Material contracts and performance thereof

() The Company had no custody, contracting and lease

(II) Guarantees

Unit: 100 Million Yuan Currency: RMB

External guarantee of the Company (excluding guarantee to subsidiaries)

Relationship Date of Whether the Whether Whether
’ Whether the
between quarantee The starting Expiry quarantee Amount counter- tobe
Guaranteed Amount Types of quarantee Related
Guarantors quarantors (Date of date of date of has been duly quaranteed  guarantee  guaranteed S
parties quaranteed quarantee is past due ) relationship
andthe agreement quarantee quarantee performed or i past due exstedor forrelated
Company signed) not not parties
Bank of China
(providing
quarantee for
Huatai g;venzgouy- Guarantee
Headquarter o % % for joint
Securities subsidiaries of May7,
of the September  September and No No - Yes No
(counter the Company, 2020
Company ; 2014 2014 several
quarantee) andis the N
liabilities
quaranteed
party of the
counter
quarantee)
Total amount of guarantees during the Reporting Period (excluding the .
guarantees for subsidiaries)
Total balance of guarantees at the end of the Reporting Period (A) (excluding 30
the guarantees for subsidiaries)
Guarantees of the Company for its subsidiaries
Total amount of guarantees for subsidiaries during the Reporting Period -
Total balance of guarantees for subsidiaries at the end of the Reporting 62
Period (B)
Total guarantee amount of the Company (including the guarantees for subsidiaries)
Total guarantee amount (A+B) 92
Percentage of the total guarantee amount to net assets of the Company (%) 10.53
Among which:
Amount of the guarantees provided for shareholders, actual controllers and .
their associated parties (C)
Amount of the debt guarantees provided directly or indirectly for the .
guaranteed objects with an asset-liability ratio of more than 70% (D)
Amount of the guarantees with the guarantee amount of over 50% of net .
assets (E)
Total amount of the three guarantees mentioned above (C + D +E) -
Undue guarantees with joint and several liabilities Nil

Conditions of
guarantees

1. Huatai International Finance | Limited under Huatai Financial Holdings (Hong Kong) completed the first foreign bond issuance on 8 October
2014. In order to enhance the debt service guarantee for the first foreign bond and reduce the issuing rate, the authorized person of the Company
authorized at the Company’s Annual Shareholders’ General Meeting for 2013, determined to have the Bank of China Macao Branch provide a
guarantee for the first foreign bonds with a standby L/C. At the same time, according to the resolution of the 9th meeting of the third session of the
Board, the Company issued a Letter of Counter Guarantee to the Bank of China with regard to the standby L/C opened for the first foreign bonds
issued by the Company. The amount of the counter guarantee did not exceed the principal, interest and other relevant expenses of the bonds,
totaling US Dollars equivalent RMB3 billion. It was a guarantee with joint and several liabilities and the guarantee period would last until 6 months
after the expiration of the standby L/C.

2. In January 2015, Huatai Asset Management was officially founded. In order to ensure that all risk control indicators of Huatai Asset Management
remain in conformity with the regulatory requirements, as considered and approved at the 16th meeting of the third session of the Board of the
Company and the Annual General Meeting for 2014, the Company provided a net capital guarantee with the maximum amount of RMB1.2 billion for
Huatai Asset Management and promised that it would provide cash within the said limit unconditionally should such business need arises in Huatai
Asset Management. As considered and approved at the 35th meeting of the third session of the Board of the Company and the 2nd Extraordinary
General Meeting for 2016, the Company provided a net capital guarantee with the maximum amount of RMB5 billion for Huatai Asset Management
and promised that it would provide cash within the said limit unconditionally should such business need arises in Huatai Asset Management.

3.1n 2017, as approved and passed at the fifth meeting of the fourth session of the Board and the 2016 annual general meeting of the Company, the
Company provided a maximum of RMB1.9 billion net capital guarantee to its wholly-owned subsidiary Huatai Asset Management. The RMB1.9 billion
net capital guarantee has not been utilized during the Reporting Period.
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Currency: RMB

Name of Contracting Date of Price for
) o . Performance
contract parties signing transaction
HT.SC apd In July 2010, the Company and China Jiangsu International
General China Jiangsu

construction
contract

for Huatai
Securities
Square

International
Economic and
Technological
Cooperation
Group Ltd. (7
B TEREUISAST

30 July 2010 RMB1,132,851,800

Economic and Technological Cooperation Group Ltd. entered into
the General Construction Contract for Huatai Securities Square.
During the Reporting Period, the contract was duly performed and
the Company paid RMB50,040,400 under the general construction
contract and sub-contracts thereof. By the end of the Reporting
Period, the Company has paid RMB774,305,500 in total under the
general construction contract.

BMEIERT)
In March 2012, the Company and Shanghai Haode Tech Co., Ltd.
Construction  HTSC and entered into the Construction Contract for Smart Facilities at
contract ) Huatai Securities Square. The total price was RMB198,899,700, and
for smart Shanghai a supplementary agreement was signed on 15 February 2016 and
facilities Haode Tech 6 March RMB213.000.000 the total contract price was changed to RMB213,000,000. During
. Co., Ltd. (£ 2012 e the Reporting Period, the contract was duly performed and the
at Huatai S /| e ALY A Company paid RMB9,086,300 under the construction contract for
Securities EERERDE o . K
= smart facilities. By the end of the Reporting Period, the Company
Square PR2a) has paid RMB180,782,700 in total under the construction contract
for smart facilities.
Construction On 21 May 2013, the Company and Zhejiang Yasha Decoration Co.,
contract Ltd. entered into the Construction Contract for Interior Decoration
for interior HTSC and of the Second Bid Section of Huatai Securities Square at the price
decoration Zhejiang Yasha of RMB117,584,500, A supplementary agreement was signed on 14
of the Decoration Co., July 2016 and the contract price was changed to RMB122,000,000.
) . 21May 2013 RMB122,000,000 During the Reporting Period, the contract was duly performed and
secqnd bid Ltd. (irTseE the Company paid RMB8,163,300 under the construction contract
section RERMDBIRA for interior decoration of the second bid section. By the end of
of Huatai =) the Reporting Period, the Company has paid RMB103,633,100 in
Securities total under the construction contract for interior decoration of the
Square second bid section.
On 21 May 2013, the Company and China Building Technique
. Group Co., Ltd. entered into the Construction Contract for Interior
Construction Decoration of the First Bid Section of Huatai Securities Square at
contract HTSC and total contract price of RMB78,771,800. Supplementary Agreement
for interior China Building (2) was signed on 9 July 2015 to change the total contract price to
decoration Technique RMB98,000,000 and Supplementary Agreement (3) was signed on
of the first 21 May 2013 RMB120,071,300 14 July 2016 to change the total contract price to RMB120,071,300.
bid section Group Co,, Ltd. During the Reporting Period, the contract was duly performed
of Huatai (FEREEEEE and the Company paid RMB12,743,000 under the construction
Securities BIRAR) contract for interior decoration of the first bid section. By the end
Square of the Reporting Period, the Company has paid RMB106,785,000 in
total under the construction contract for interior decoration of the
first bid section.
In October 2013, the Company and Shenzhen Shen Zhuang
Construction  HTSC and Zong Decoration Co., Ltd. entered into the Construction
contract Shenzhen Contract for Interior Decoration of the Third Bid Section
for interior of Huatai Securities Square at total contract price of
decoration Shen RMB131,586,300. A supplementary agreement was signed on 3
of the third Zhuang Zong October RMB135.052 600 February 2016 and the total contract price added RMB3,466,300
) . Decoration Co., 2013 e to RMB135,052,600. During the Reporting Period, the contract
bid sectpn Ld. CRYIFTE was duly performed and the Company paid RMB700,000 under
of Huatai " l@;ﬂ:/ - the construction contract for interior decoration of the third
Securities HEEHIIET bid section. By the end of the Reporting Period, the Company
Square FBRRA) has paid RMB109,695,700 in total under the construction

contract for interior decoration of the third bid section.
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XIV. Other Major Events
(1) Capital increase in subsidiaries by the Company

For details on capital increase in subsidiaries by the Company during the Reporting Period, please refer to “(IX) Other
information” of “Il. Main Operations during the Reporting Period” under "Discussion and Analysis on Operation and
Report of the Board"” of this report.

(I1) Huatai Zijin Investment and its subsidiaries
1. Changes in legal representative and business scope by Huatai Zijin Investment

The legal representative of Huatai Zijin Investment changed from Zhou Yi to Jiang Jian on 22 September 2017 and the change
of industrial and commercial registration was also completed.

On 31 December 2017, the business scope of Huatai Zijin Investment changed from "equity investment (for its own account
or for customers), debt investment, investment in other investment funds relating to equity investment or debt investment:
investment advisory, management and financial advisory services against equity investment and debt investment. (Relevant
operating activities shall not be conducted without prior approval of relevant authorities).” to “equity investment, debt
investment, investment in other investment funds relating to equity investment or debt investment; investment advisory,
management and financial advisory services against equity investment and debt investment. (Relevant operating activities
shall not be conducted without prior approval of relevant authorities)” and the change of industrial and commercial
registration was also completed.

2. Investment and contribution and establishment of subsidiaries by Huatai Zijin Investment

(1) Nanjing Huatai Ruixing Investment Management Co., Ltd. (Ff R HEHRERESEHER S ), Nanjing Huatai Ruixing
Investment Fund Management Partnership (Limited Partnership) (FERERIRBEIGEESEESBLE (BIREE)),
Nanjing Huatai Big Health No. 1 Equity Investment Partnership (Limited Partnership) (MR EZ AR —FRERES S
¥ (BIR&% ) ) and Nanjing Huatai Big Health No. 2 Equity Investment Partnership (Limited Partnership) ( FEEREEZE A2
ROFRERESBE (BREE))

Huatai Zijin Investment promoted and established Nanjing Huatai Ruixing Investment Management Co., Ltd. on 21
November 2016 with a registered capital of RMB1 million, of which Huatai Zijin Investment subscribed for a contribution
of RMB510,000, representing 51% of the total subscribed contribution. As of 26 January 2017, Huatai Zijin Investment has
completed its paid-in contribution of RMB40,800, representing 8% of the total subscribed contribution.

Nanjing Huatai Ruixing Investment Management Co., Ltd. promoted and established Nanjing Huatai Ruixing
Investment Fund Management Partnership (Limited Partnership) on 7 December 2016. Nanjing Huatai Ruixing
Investment Management Co., Ltd. subscribed for a contribution of RMB10,000 as the executive partner and general
partner, representing 1% of the total subscribed contribution, and assumed unlimited liability. Huatai Zijin Investment
subscribed for a contribution of RMB510,000 as a limited partner, representing 51% of the total subscribed contribution,
and assumed limited liability. As of 26 January 2017, Huatai Zijin Investment has completed its paid-in contribution of
RMB127,500, representing 25% of the total subscribed contribution.

Nanjing Huatai Ruixing Investment Fund Management Partnership (Limited Partnership) promoted and established
Nanjing Huatai Big Health No. 1 Equity Investment Partnership (Limited Partnership) on 28 December 2016. Nanjing
Huatai Ruixing Investment Fund Management Partnership (Limited Partnership) subscribed for a contribution of
RMB400,000 as the executive partner, general partner and fund manager, representing 0.028% of the total subscribed
contribution, and assumed unlimited liability. Huatai Zijin Investment subscribed for a contribution of RMB479.10 million
as a limited partner, representing 33.52% of the total subscribed contribution, and assumed limited liability. On 19 April
2017, Huatai Zijin Investment decreased its subscribed contribution to Nanjing Huatai Big Health No. 1 Equity Investment
Partnership (Limited Partnership) by RMB200 million and the adjusted subscribed contribution was RMB279.10 million,
representing 19.12% of the total subscribed contribution. By the end of the Reporting Period, Huatai Zijin Investment has
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completed its paid-in contribution of RMB139.55 million, representing 50% of the total subscribed contribution.

Nanjing Huatai Ruixing Investment Fund Management Partnership (Limited Partnership) promoted and established
Nanjing Huatai Big Health No. 2 Equity Investment Partnership (Limited Partnership) on 28 December 2016. Nanjing

s noqy

Huatai Ruixing Investment Fund Management Partnership (Limited Partnership) subscribed for a contribution of
RMB100,000 as the executive partner, general partner and fund manager, representing 0.1% of the total subscribed
contribution, and assumed unlimited liability. Huatai Zijin Investment subscribed for a contribution of RMB19.90 million
as a limited partner, representing 19.9% of the total subscribed contribution, and assumed limited liability. As of 13
January 2017, Huatai Zijin Investment has completed its paid-in contribution of RMB9.95 million, representing 50% of the
total subscribed contribution.

(2) Yili Huatai Ruida Equity Investment Management Co., Ltd. ({RELERIGZERBINEEEFIRAT)

Huatai Zijin Investment promoted and established Yili Huatai Ruida Equity Investment Management Co., Ltd.
on 24 November 2015 with a registered capital of RMB2 million, of which Huatai Zijin Investment subscribed for a
contribution of RMB1.02 million, representing 51% of the total subscribed contribution. As of 10 March 2017, Huatai
Zijin Investment has completed its paid-in contribution of RMB153,000, representing 15% of the total subscribed
contribution.
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(3) Huatai Ruilian Fund Management Co., Ltd. (EFRHHESSIEERAT ), Huatai China Merchants (Jiangsu) Capital
Market Investment Fund of Funds (Limited Partnership) (3181 (J185 ) EAMSBKREREE (BREE))

Huatai Zijin Investment has increased its paid up subscribed contribution of RMB10.20 million to Huatai Ruilian Fund
Management Co., Ltd. on 28 June 2017. By the end of the Reporting Period, Huatai Zijin Investment has completed its
paid-in contribution to Huatai Ruilian Fund Management Co., Ltd..

Huatai China Merchants (Jiangsu) Capital Market Investment Fund of Funds (Limited Partnership) was promoted and
established on 22 March 2016, by Huatai Ruilian Fund Management Co., Ltd. and Shanghai China Merchants Equity
Investment Fund Management Co., Ltd ( L/S1BIRIREEIREE S EIEHER/AF) ). Huatai Ruilian Fund Management Co.,
Ltd. subscribed for a contribution of RMB10 million as the executive partner and general partner, representing 0.10%

8dURUIBN0Y) BjelodioD)

of the total subscribed contribution, and it assumed unlimited liability. Shanghai China Merchants Equity Investment
Fund Management Co., Ltd. subscribed for a contribution of RMB10 million as the general partner, representing 0.10%
of the total subscribed contribution, and it undertook unlimited liability. Huatai Zijin Investment subscribed for a
contribution of RMB1 billion, representing 9.98% of the total subscribed contribution, and assumed limited liability. As
of 25 and 26 December 2017, Huatai Zijin Investment made a paid-in contribution of RMB300 million respectively to
Huatai China Merchants (Jiangsu) Capital Market Investment Fund of Funds (Limited Partnership). By the end of the
Reporting Period, Huatai Zijin Investment has completed its paid-in contribution of RMB600 million.

3. Changes in legal representative and executive partner by subsidiaries of Huatai Zijin Investment
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During the Reporting Period, the legal representative of both Nanjing Huatai Ruitong Investment Management Co., Ltd.
and Nanjing Huatai Ruixing Investment Management Co., Ltd. changed from Zhou Yi to Cao Qun and the change of
industrial and commercial registration was also completed.

The representative of executive partners of Huatai Zijin (Jiangsu) Equity Investment Fund (Limited Partnership), Nanjing
Huatai Ruixing Investment Fund Management Partnership (Limited Partnership), Nanjing Huatai Big Health No. 1 Equity
Investment Partnership (Limited Partnership) and Nanjing Huatai Big Health No. 2 Equity Investment Partnership (Limited
Partnership) changed from Zhou Yi to Cao Qun and the change of industrial and commercial registration was also
completed.

The legal representative of both Huatai Ruixin Equity Investment Management Co., Ltd. and Yili Huatai Ruida Equity
Investment Management Co., Ltd. changed from Zhou Yi to Chen Gang and the change of industrial and commercial
registration was also completed.
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(1) Huatai Futures

1. Changes in shareholders, directors, supervisors and senior management

The Board of Directors of the Company received the written resignation from Mr. Zhang Tao, vice president, on 10
January 2017. Mr. Zhang Tao resigned as the vice president of the Company and the chairman of Huatai Futures due to
work arrangement and the resignation took effect as from the date of submission. Mr. Wu Zufang was elected as the
chairman of Huatai Futures on 12 April 2017 and began to perform his duty on 5 May 2017.

2. Major investment and financing works

(1) During the Reporting Period, the Company increased additional capital of RMB360 million to Huatai Futures. The

registered capital of Huatai Futures thereafter changed from RMB1,009 million to RMB1,609 million.

(2) During the Reporting Period, Huatai Futures was approved to establish its second risk management subsidiary, Huatai

Great Wall Investment Management Co., Ltd., in Shanghai Pilot Free Trade Zone and to file the registration Notice on
the Filing of Establishment Registration of Huatai Great Wall Investment Management Co., Ltd. (Zhong Qi Xie Bei Zi
[2017] No. 52) (( BIEERMISE SR ARATRRI T LUHRAVEN ) ( PEHH (2017152 5% ) ). On 4 September 2017,
Huatai Futures made a capital contribution of RMB100 million to Huatai Great Wall Investment Management Co., Ltd.
and further made a capital contribution of RMB250 million on 26 December 2017, holding 100% equity and 100% voting
rights of Huatai Great Wall Investment Management Co., Ltd. thereafter.

3. During the reporting period, Huatai Financial USA, Inc., a subsidiary of Huatai Futures, obtained the

license for futures business.

(IV) Huatai Financial Holdings (Hong Kong)

1.

During the Reporting Period, the Board of Directors of Huatai Financial Holdings (Hong Kong) received the written
resignation from Mrs. Lu Rong, its director and CEO. Mrs. Lu resigned as the director and CEO of Huatai Financial
Holdings (Hong Kong) due to personal reasons. A meeting of Board of Directors was convened by Huatai Financial
Holdings (Hong Kong) and Mr. Wang Lei was designated as the director and the CEO of Huatai Financial Holdings
(Hong Kong).

2. During the Reporting Period, Huatai Financial Holdings (Hong Kong) has completed the application for de-

registration of two British Virgin Islands SPV, Lucid Elegant Limited and Lead Talent Enterprises Limited, which were
officially dissolved since then.

3. During the Reporting Period, the Company incorporated Huatai International Financial Holdings Company Limited in

Hong Kong with a registered captial of HK$2. Huatai International Financial Holdings Company Limited received the
reply, which approved it to serve as the substantial shareholder of Huatai Financial Holdings (Hong Kong), from SFC
on 4 December 2017. The organizational restructuring of Hongkong subsidiary is in process.

(V) During the Reporting Period, the president and legal representative of Huatai Innovative Investment

was changed from Jiang Yu to Wang Lei.

(VI) During the Reporting Period, China Southern Asset Management has completed the shareholding

reform and held the meeting for the incorporation of China Southern Asset Management Co., Ltd. on
8 December 2017 to change the nature of the company from limited company to joint stock company
and renewed its business license and business operation permit on 4 January 2018 and 15 January
2018, respectively and renamed as “China Southern Asset Management Co., Ltd. ”
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XV. Fulfilling of Corporate Social Responsibilities

() Poverty alleviation efforts of listed companies

s noqy

1. Targeted poverty alleviation planning
(1) Basic strategies: alleviating and getting rid of poverty in targeted areas.

(2) General objectives: to help poor counties get rid of poverty soon, and to make due contribution in respect of
building a moderately prosperous society by 2020 in order to overcome poverty by fully capitalizing on the Company’s
advantages on talents, intelligence, resources and capital.

(3) Main mission: to help targets of poverty alleviation and areas in poverty pro-actively in developing industries with
characteristics and advantages by integrating local resources, to enhance the development capability of such targets
and areas with the help of the capital market and to continue to strengthen the internal momentum of economic
development.
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(4) Protective measures

1) Establishing poverty alleviation work stations which offer financial services

Establishing poverty alleviation work stations which offer financial services in poor areas, and establishing a long-
term effective system regarding participating in poverty alleviation programs to give assistance to the poor in order to
achieve deep connection between the Company and the poverty alleviation targets.

2) Setting up branches

8dURUIBN0Y) BjelodioD)

Setting up branches in poor areas when the condition is mature, providing information on securities laws and financial
knowledge, disseminating rational investment concepts so as to facilitate the healthy development of local capital
markets.

3) Providing multi-layered capital market poverty alleviation services

(1) Meeting the cultivation and incubation demand of listing guidance in poor counties precisely, recommending eligible
quality enterprises to carry out listing and financing proactively, providing assistance to enterprises in the county
areas on regulatory governance, as well as providing advice and suggestions for enterprises entering the capital
market.

(2) Participating pro-actively in supply-side structural reform in poor counties and providing differentiated financial
services to enterprises with different sizes, types and growth stages.

(3 Carrying out training to improve financial knowledge.
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4) Providing industry poverty alleviation services

(1) Providing support and services for the establishment of industry funds in poor counties, participating and providing
guidance actively in the management and operation of funds, providing investment, financing and management
consulting services for small and medium-sized enterprises in poor counties, facilitating the economic development
and industry upgrading of poor counties by broadening financing channels.

(2 Assisting poor counties to carry out promotional activities to attract enterprises and investments based on the
industry development condition of the poor counties.

5) Providing poverty alleviation services regarding consumption:

helping special agricultural products of poor counties to broaden their sales channels by using the China'’s securities
inter-connection business platform on poverty alleviation regarding consumption in order to increase famers'’
income and boost industrial development.
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6) Providing poverty alleviation services regarding education:

organizing outstanding internal lecturers to interact with higher vocational institutes of poor counties, in an effort to
help foster financial professionals in poor counties and to provide strong support in human resources for the long-
term development of poor counties.

7) Providing employment and poverty alleviation services:

Under the same condition, employing fresh graduates from poor families in administrative record for poverty
registration in poor counties which are given assistance by twining poverty alleviation programs in priority to help
solve the employment problem of poor families.

8) Providing community services for poverty alleviation

(1) Operating aiding impoverished groups activities, organizing compassionate people to offer donations of money and

materials to poor villages and poor families with established archives and cards.

(2) Operating multi-type community activities such as caring for the construction of Children's Home to promote the

development of poor counties’ public undertakings.

9) Actively introducing local characteristic resources:
integrating the practice of the Company with that of poor areas with practice of the Company itself and poor areas,
actively introducing local characteristic resources such as ecology, tourism and education, e.g. founding a red
education base with the revolutionary districts.

10) Selecting staff to take temporary posts: according to poor areas’' demands, select politically qualified staff with high
professionalism level and strong coordinating capability ability to take temporary posts in poor areas to carry out
targeted poverty alleviation.

2. Outline of targeted poverty alleviation of the year

During the Reporting Period, the poverty alleviation efforts of the Company mainly focused on three aspects, the
"One Company, One County" action to help domestic poor counties in pairs, the counterpart-assistance to Northern
Jiangsu and commonwealth undertakings, strengthening ongoing efforts for poverty alleviation. The effects of poverty
alleviation have been outstanding.

The efforts on the "One Company, One County” action to help poor counties in pairs witnessed new progresses. In
respect of consumption poverty alleviation, the agricultural byproducts with Jinzhai County's local characteristics, such
as Jinzhai antibiotic-free pork and ganoderma lucidum spores powder were sold online; in respect of commonwealth
poverty alleviation, the location of the project, “the Home of Our Children"in Jinzhai County was determined
(Shuanghe Town Middle School); in addition, the Party branch of the Company’s General Affairs Department
conducted a public benefit activity, namely "Dedication of Love to Bright Hope", in Jinzhai County, materials such as
computers, books, stationery and sporting goods, were donated to local schools and children; in respect of financing
and industrial poverty alleviation, the Company and Huatai United Securities, organized personnels to Jinzhai County
to carry out field research and in-depth visits to enterprises to understand the needs of local enterprises for the
improvement of capital market services and to answer questions as well as study countermeasures for local enterprises
on-site. The intention on "One Company One County” has been established primarily based on numerous efforts
made. At the end of November, the chairman of the Company led a team to Jinzhai County for a forum on poverty
alleviation. Both parties expressed their prospects on the future and long-term development of Jinzhai County so as to
form a solid foundation for future projects. Senior managers of the Company went to Jinzhai to visit 21 needy families
prior to the Spring Festival. The Company harvested a lot in the process of helping Jinzhai that it actively promoted the
red educational resources of Jinzhai. The first training session was successfully completed in April 2017 and over 2,000
Party members in batches would go to Jinzhai for training in rotation within the paring support.

Promoted the counterpart-assistance to Northern Jiangsu. The Company raised the poverty relief fund for Feng
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County from RMB450,000 in 2016 to RMB1 million in 2017, and made such funds in place immediately. At the beginning
of the year, the leadership of the Company carried out a field research and to visit local families in need. Currently,
the "repository for the preservation of 600 tons of fruits and vegetables” project in Honglou Village, Liangzhai Town,
Feng County, which was constructed with the help of the Company, was rented out, generating an extra income of
RMB150,000 for the whole village every year and solving the problem of employment for partial low-income peasant
households. The Company pulled all resources to help increase the income of peasant households. The Company
purchased apples produced locally during the Mid-Autumn Festival, which contributed to a local income of RMB36,116.
Furthermore, in 2017, the Company also focused on the implementation of several livelihood projects, including of
road broadening, afforestation, darkening of sewer, improvement of public toilets and backfilling so as to greatly
change the image of county areas and enhance the living standards and sense of happiness of local residents.

Actively participated in commonwealth to show the undertaking of a state-owned enterprise. In 2017, total public
welfare expenditures of the Group was RMB17,139,800 with multiple aspects involved, including counterpart-assistance,
charitable funds donations, poor students assistance and commonweal sponsorship. For example, the Company
donated RMBS5 million to Jiangsu Province Charity Federation, RMB1.1 million to Jiangsu Legal Aid Foundation and
further input RMBO.5 million for the organization and implementation of the program of "For Children, For Tomorrow"
and established "the Commonweal Heart of Huatai” growth scholarship for Sugian Cangji Central Primary School in
Jiangsu Province and Hetu Anging Hetu Primary School in Yuexi County. In addition, the Company actively responded
to the call of the Securities Association of China and Jiangsu Municipal Organization Department of the CPC to
apply the retained Party membership dues to poverty alleviation, subscribing a contribution of RMB2.25 million for
the construction of a photovoltaic plant in Xi County, Shanxi Province and donating RMB2.8 million to support the
construction of Party & public service centers in five villages with weak economy in Lianyungang. With the lead of
the Company, each and all branches and business departments were actively involved in targeted poverty alleviation
with the assistance of local governments or associations. All in all, we engaged in more commonwealth undertakings
to help the distressed. Jiangxi Branch and Boyang County introduced "Huatai - Boyang Hand in Hand" series to
respond to the Honorable Program of “"Dream-true Boyang - Social Poverty Alleviation” and donated RMB150,000 to
support the construction of vegetable bases with a scale over hundred Mu and helped introduce social funds for the
poverty alleviation in Boyang. Huatai Futures concluded the Strategic Cooperation Agreement on Targeted Poverty
Alleviation with Jiange County of Sichuan to provide a special poverty alleviation fund of RMB1 million for Liuchang
Village, Yaojiang Town, Jiange County and concluded a Memorandum on Targeted Poverty Alleviation with Yanchang
County of Shanxi to provide a support fund of RMBO0.5 million for Fujiayuan Village of Yanchang County. Meanwhile,
Huatai Futures made full use of its professional strength, expanded its pilot project of “insurance + futures”. It carried
out a pilot project of "insurance + futures” for corn in Kezuohou Banner, Tongliao, Inner Mongolia, a pilot project of
"insurance + futures” for natural rubber in Qiongzhong County, Hainan, a pilot project of "insurance + futures” for
cotton in Wei County, Hebei, all of which provided an income guarantee for local famers.
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3. Achievements of targeted poverty alleviation

Unit: Ten Thousand Yuan Currency: RMB

Index

Number and implementation information

I. General information

Including: 1. Funds 1,713.98
2. Goods converted to money -
3. Number of poor people helped to be
removed from administrative record for 334

poverty registering (Persons)

II. ltemized input

1. Poverty alleviation through industrial
development

Including: 1.1 Types of industrial poverty alleviation
projects

"V Poverty alleviation through agriculture and forestry"
" [ Poverty alleviation through tourism"

" [J Poverty alleviation through E-commerce"

" [ Poverty alleviation through assets Income"

" [J Poverty alleviation through science and technology
" v Others"

1.2 Number of industrial poverty alleviation

. 7
projects
1.3 AmognF mvestgd in industrial poverty 42377
alleviation projects
1.4 Number of poor people helped to be
removed from administrative record for 334
poverty registering (Persons)
2. Poverty alleviation through education
Including: 2.1 Amount invested in subsidizing poor
11.36
students
2.2 Number of students receiving allowance
135
(Persons)
2.3 Amount invested in improvement of 50
education resources in poverty area
3. Social poverty alleviation
Including: 3.1 Amount invested in poverty alleviation
in east and west of China
3.2 AmoynF invested in targeted poverty 177.40
alleviation
3.3 Public funds for poverty alleviation 751.45
4. Other projects
Including: 4.1 Number of projects (Project) 1
4.2 Amount invested 300

4.3 Details of other projects

Charity sponsorship
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4. Follow-up targeted alleviation plan

The Company will carefully implement the central and provincial committee and government decisions and
arrangements on poverty alleviation through development, enforce the requirements of CSRC and industrial
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associations concerning poverty alleviation and actively assume its social responsibilities while paying attention to
transformation and upgrade as well as innovation and development to serve the national strategy on poverty alleviation
with wholeheartedly.

The Company will comprehensively enhance the efforts on the "One Company One County” action to help the
national poor counties in pairs. The first step is to deepen the industrial poverty alleviation. The Company will base
itself on reality, keeping a foothold on local superior resources while attaching importance to the shortage in local
industrial development to pertinently assist Jinzhai County to introduce investment. It will also actively promote the
"One Company One County" assistance in pair to assist local enterprises to regulate the corporate governance and
resolve difficulties in financing and enhance the self-development capability of Jinzhai County. The second step is to
deepen the commonwealth undertakings. Based on the implementation of the project of “the Home of Our Children”
in Jinzhai, the Company will actively carry out activities to show concerns and care for children in need. The third is to
deepen poverty alleviation by the “party building+". The Company will actively promote the red resources in Jinzhai
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and plans to implement 4 terms of Party member educational training in 2018. In the meantime, we will integrate the
Party building with poverty alleviation, organize our Party members to Jinzhai to implement commonwealth activities

and explore a mode for cooperative and joint construction. The forth is to direct our branches and subsidiaries to
implement the “One Company One County" assistance in pair, support Jiangxi Branch to carry out poverty alleviation
with Boyang County, Jiangxi, support Huatai Futures to carry out works of assistance in pair with Jiange County, Sichuan
and Yanchang County, Shanxi and constantly implement the “insurance + futures” project to expand the benefited
groups.
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On the other hand, the Company will continuously complete the counterpart-assistance of Northern Jiangsu. The
collective economic income of Honglou Village, Liangzhai Town, Feng County in 2017, which was directly assisted by
staff of the Company designated for poverty alleviation, exceeded RMB180,000.00, which helped the village smoothly
overcome poverty. The next step is to implement a new round of assistance in pair pursuant to the general arrangement
of Jiangsu Provincial Party Committee on poverty alleviation. Firstly, the Company has to actively cooperate with the
working team of Jiangsu Provincial Party Committee for poverty alleviation through the guarantee of funds and the
work performance of support units and make such funds in place immediately. Secondly, the Company has to ensure
the personnel allocation, select excellent team members for poverty alleviation works to stay in villages and on site,
return to the basic posts and keep a close bond between the talent and intelligence advantages and efforts on poverty
alleviation. Thirdly, the Company has to carefully select its poverty alleviation projects, learn from experience for poverty
alleviation works, and insist on good practices. With in-depth investigations and multi-dimensional discussions, the
Company can make most of local superior resources, respect the voices of local groups, make better chocies on poverty
alleviation projects and find better entry points of poverty alleviation work.
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(1) Social Responsibilities

The Company is listed as a financial company on SSE and also listed inside and outside China. While disclosing the
2017 Annual Report, the Company also disclosed 2017 Annual CSR Report of Huatai Securities Co., Ltd. For details
of the report, please check the website of SSE (www.sse.com.cn), the website of Hong Kong Stock Exchange (www.
hkexnews.hk) and the website of our Company (www.htsc.com.cn) on 29 March 2018.
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1. Responsibility Principles of Huatai Securities

Since its establishment, Huatai Securities has always been adhering to its core values of “efficiency, honesty, prudency, and
innovation” and its business philosophy of “focusing on customer services, customer demands, and customer satisfactions”,
and striving to maintain harmony between its responsibilities for customers, shareholders, employees and society.

Trustworthy to

Customers

Pride to
Employees

Satisfactory to
Shareholders

Respectful to
Society

The Company always
places its customers at
the center and strives
to create good value
for its customers, so as
to win their trust with
high quality financial
services.

The Company values people
that are both talented
and morally respectable,
for which it has built a
solid career development
platform and fostered an
optimistic corporate culture,
so as to achieve common
growth with its employees.

The Company standardizes
its corporate governance
structure and attaches
great importance to risk
management and rule
compliance, aiming to
achieve a stable increase in
asset value and ensure stable
return to its shareholders.

The Company values the harmonious
development of the financial
system and community, gives full
play to its professional strengths
to facilitate social advances; it also
actively participates in social welfare
promotion and environment-
friendly development, and fulfills its

responsibilities as a corporate citizen.

2. Regulated Governance to Ensure Shareholders’ Satisfactions

The Company operates in strict compliance with the laws, regulations, and normative documents in the jurisdictions
where its shares are listed so as to continuously improve the effectiveness of its corporate governance. The shareholders'
meeting, the board of directors, the board of supervisors, and the management of the Company are separated from each
other to maintain restrictions on and balance with each other. Each of them performs its own duties and responsibilities
independently so as to achieve order and efficiency in the operation and management of the Company.

In the categorized evaluation of securities companies conducted by China Securities Regulatory Commission in 2017, the
Company was rated Class AA under Category A.

3. Creating Value and Being Customer-trustworthy
»p Driving Supply-side Reform

Supply-side structural reform is an important strategic decision that China has made in response to the new normal of
economic development. While following closely the national development strategy, the Company taps the market demand,
gives full play to its expertise and technical advantages, makes suggestions on the adjustment of industrial structure,
industrial planning, industrial merger, acquisition and restructuring, provides three-dimensional financial service scheme
for steel, coal, mining and metallurgy and other state-owned enterprises, implements the spirit of “three removals, one
reduction and one supplement” (reducing capacity, destocking, deleveraging, lowering costs and shoring up weak spots)
so as to help enterprises realize transformation and upgrading of the “new normal state”.

pP» Smart Service Provides Better Customer Experience

Cored with science and technology innovation in financial transactions and taking advantage of the science and technology
strength, the Company constructed a specialized, intellectualized and scene-based financial service platform, unceasingly

providing extremely intelligent financial services for the customer.
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ZhangLe Fortune Path 5.0, Entertained you with Intelligence

The total number of downloads of the mobile financial
service terminal “ZhanglLe Fortune Path" of the Company
had topped 37 million. According to the statistics of
Analysys, the number of active users averaged 6,043,400
in December 2017, ranking first among brokers for three

years in a row.
\!’

appraised by
China Customer
Management Alliance

\!’

Province

appraised by Sina Weibo
and Sina
Jiangsu

\!’

rated by Financial
Champion 2017 in
wallstreetcn.com in the
selection of financial
leaders of 2017

\YI

Innovation The Most Popular Outstanding 2017 Financial App The Best Financial
Achievement Wealth Management Securities Platform Award of the Most App Award
Award App Award in Jiangsu 2017 Brand Value in Jiangsu 2017

rated by 2017 Financial
App Award of the Most
Brand Value in Jiangsu
of “Jiangsu V Influence
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\!’

appraised by the
2nd Financial V List
Rating hosted by 21st

Century Business

s noqy

(@]
ol
@
o3
=3
>
@
>
=1
=
<
2
7
)
>
o
%)
o
QU
o
@
Q
)
a

Summit 2017" Herald

4. Cherishing Talent, Growing Together

The Company continued to improve its multi-level training system to enhance its staff's business capabilities. The
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Company, taking the overall human resources strategy as the outline, established our training system based on “corporate
strategy, policy system, platform system, implementation system”, supported by “trainers system, courses system,
assessment system” and centered on "learning power” with international leading corporate university patterns. During
2017, the Company completed 38 centralized trainings, 20 Huatai Forums, 180 off-site trainings, with approximately 3,675
participants on site and over 20,000 participants by the way of remote video or internet trainings.
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5. Targeted Poverty Alleviation for Society Advances

The Company actively responded to the calls of the PRC government on poverty alleviation and taken "Alleviating and
Getting Rid of Poverty in Targeted Areas” as its basic strategies to help poor counties get rid of poverty soon by fully
capitalizing on the Company's advantages on talents, intelligence, resources and capital. Under the leadership of the
Company’ Party Committee, the Company has actively conducted counterpart assistance in Jiangsu Province and "One
Company One County” Assistance in Pair. During 2017, the fund contributed by the Company on poverty alleviation
was over RMB 17,000,000, and the number of poor people helped to be removed from administrative record for poverty
registering was 334.
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pp Characteristics of Huatai’s Poverty Alleviation Approaches

Utilized the advantages in talents and intelligence to

provide the financial statistical data for areas in poverty Over RMB
Leveraged the strength of industrial intermediary agent 17'000’000
to pave the way for poor areas
AR the fund contributed by the Company on
y TYr L 2
Leveraged the strength of finance and transformed the . poverty alleviation in 2017
poverty alleviation approaches of poor areas
Leveraged the strength of the precision of targets of T
aid, actively introduced local characteristic resources in TR = 334 persons

poor areas the number of poor people helped to be removed

) - ) I ) from administrative record for poverty registering
China Securities Journal “Society Responsibilities in Security Industry — Poverty

Alleviation” to share the targeted poverty alleviation experience of Huatai

Securities

6. Green Finance, Low-carbon Development

The reports of the 19th National Congress of the Communist Party of China expressly
state to "accelerating the reform on the ecological civilization systems to build a
beautiful China”, and consider the "development of Green finance” as an approach 10 billion
of "Committed to Green Development”. The Company strategically continues to push
) . . ) the green finance bond
forward green finance programs and has invested a lot of resources in green finance )
. . o o ) issued by the Company in 2017
bonds, serving as the pioneer and leader of underwriting and issuing domestic green

bonds. In 2017, the Company issued green finance bond of RMB10 billion.

(1) Environment information

1. Companies and their subsidiaries in severely polluting industries specified in the regulations issued
by national environmental protection authorities

The Company did not belong to companies or their subsidiaries in severely polluting industries specified in the
regulations issued by national environmental protection authorities.

2. Companies that are not in severely polluting industries

The Company advocated a low-carbon and environmental-friendly operation and working mode, actively promoted
its energy conservation and environmental protection system, called on each and every staff to incorporate the
concept of energy conservation and environmental protection into the work and daily life to save social resources,
protect the environment and reduce pollution to the maximum extent so as to create a healthy and comfortable
working environment for staff. The Company is a financial company and main pollutants released are office waste,
domestic wastewater and automobile exhaust with relatively lower emissions. The Company has also promoted
a paperless working style, advocated water conservation and encouraged green travel to reduce the discharge of
solid waste, wastewater and exhaust emission. Key methods of the Company to reduce the environmental influence
are as follows:
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Key methods

Details

Promoting
paperless working
environment

Encouraging the use of e-text, providing on-line modification and finalization functions for
document approval procedures to reduce papers used for printing; meanwhile, providing an
e-business platform, adding the function of ZhangLe Fortune Path to encourage the use of
paperless services.

Generalizing
telephone and video
conferencing

Optimizing the communication mode through the adoption of telephone and video conference to
reduce on-site meetings and decrease carbon emissions caused by business travels.

Promoting online
training

Using cloud learning APPs and WeChat official platform for staff training to reduce business travels
and vehicular application for training.

Advocating green
travel

The Company owns 45 vehicles and imposes a strict management on such vehicles, encourages the
sharing of vehicles in case of business travels, and advocates the use of subway and other public
transports to reduce the use of official vehicles.

Setting up a low-
carbon data center

Adopting an energy-efficient new technology for the close of cold channel in the substantial area
of the machine room of our data center to improve the thermal performance and enhance the
utilization of cooling air flow; meanwhile, realizing the integration of servers through virtualization
technologies to substantially decline the use of servers and decrease energy consumption.

Proper treatment
of solid wastes and
wastewater

Office waste are collected and transported by property management companies in a timely manner
to create a beautiful environment; hazardous wastes such as electronic wastes, light pipes, toner
cartridges and ink cartridges are recovered by qualified entities for further disposal or recycling;
wastewater is discharged to the sewage treatment factor through municipal sewage networks
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XVI. The Company had no convertible corporate bonds

XVII. Main off-balance sheet items that may affect the Company’s financial
situation and operating results

1. Huatai International Finance | Limited under Huatai Financial Holdings (Hong Kong) completed the first offshore
bond issuance on 8 October 2014. In order to enhance the repayment guarantee for the first offshore bonds and
reduce the issuing rate, according to the mandate granted at the Company’s Annual General Meeting for 2013, the
authorized person of the Company determined to have the Bank of China Macau Branch providing a guarantee
for the first offshore bonds with a standby L/C. At the same time, according to the resolution of the 9th meeting of
the third session of the Board of the Company, the Company issued a Letter of Counter Guarantee to the Bank of
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China with regard to the standby L/C opened for the first offshore bonds issued by the Company. The amount of the
counter guarantee did not exceed the principal, interest and other relevant expenses of the bonds, totaling the USD
equivalent of RMB3 billion. It was a guarantee with joint and several liabilities, the period of which would last 6 months
after the expiration of the standby L/C.

2. In January 2015, Huatai Asset Management officially operated. In order to ensure that the risk control indicators of
Huatai Asset Management remain in conformity with the regulatory requirements, after consideration and approval
at the 16th meeting of the third session of the Board and the Annual General Meeting for 2014, the Company provided
a net capital guarantee with the maximum amount of RMB1.2 billion for Huatai Asset Management and promised that
it would provide cash within the said limit unconditionally when Huatai Asset Management is in need of cash support
for commencing its business operation. After consideration and approval at the 35th meeting of the third session of
the Board and the 2nd Extraordinary General Meeting for 2016, the Company provided a net capital guarantee with
the maximum amount of RMBS5 billion for Huatai Asset Management and promised that it would provide cash within
the said limit unconditionally when Huatai Asset Management is in need of cash support for commencing its business
operation.
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XVIIl. Important matters after the balance sheet date

() Changes in shareholders, directors, supervisors and senior management

1. Huatai Zijin Investment convened the meeting of the Board on 23 January 2018 to appoint Cao Qun as its general
manager.

2. After the Reporting Period, the independent non-executive Director, Mr. Yang Xiongsheng submitted a written
resignation report to the Board to resign as the independent non-executive Director of the fourth session of
the Board and the member of Audit Committee of the Board. The Company received the Letter of Performance
Termination from Mr. Yang on 11 March 2018 and the resignation took effect on the date of such submission.

3. Mr. Lee Kwok Tai Louie ceased to act as the legal process service agent on behalf of the Company in Hong Kong
pursuant to Part 16 of the Companies Ordinance (Cap. 622, Laws of Hong Kong) with effect from 29 March 2018. At
the same time, Ms. Lam Mei Kuen will be appointed as the legal process service agent on behalf of the Company in
Hong Kong as a replacement for Mr. Lee Kwok Tai Louie with effect from 29 March 2018.

(I1) Proposal or resolution on annual distribution

Please refer to "Important Notice V" of this report.

(1) Material Investment and financing activities

On 18 January 2018, 0.2% equity of Huatai United Securities (2 million shares) held by China Atomic Energy Industry
Co., Ltd. was sold in a judicial sale on the Beijing Property Exchange and Huatai Securities acquired such equity with
an amount of RMB13,140,200.00. On 23 March, the equity transfer was completed and the shareholding of Huatai
United Securities held by the Company changed from 99.72% to 99.92%.

(IV) Material litigation and arbitration

After the Reporting Period, the Company did not have any material litigation and arbitration.
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(V) Business combination or disposal of subsidiary

After the Reporting Period, the Company did not conduct any business combination or disposal of subsidiary.
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(V1) Establishment and relocation of securities sales departments and branches

Name of branches before  Name of branches after

) ) New address Issue date of license
relocation relocation

Room 02 and 03, 36/F,
Guangdong Branch Guangdong Branch 10 Huaxia Road, Tianhe 3 January 2018
District, Guangzhou City

85, Jinhua Street, Zhifu
District, Yantai City, 8 February 2018
Shandong Province

Securities Branch in Securities Branch in
Changjiang Road, Yantai  Jinhua Street, Yantai
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(VIl) The Company had no other situations that might materially affect the financial position, results of
operation and cash flow of the Company after the Reporting Period.
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Changes in Share Capital and
Shareholders

CHANGES IN ORDINARY SHARES AND SHAREHOLDERS

I. Changes in ordinary share capital

(1) Statement of changes in ordinary shares

As of the end of the Reporting Period, the Company had a total share capital of 7,162,768,800 Shares, including
5,443,723,120 A Shares (representing 76% of the total share capital) and 1,719,045,680 H Shares (representing
24% of the total share capital). During the Reporting Period, there was no change in the total number of
shares and share capital structure of the Company.

(11) Changes in shares not subject to selling restrictions
Il. The issuance and listing of securities

(1) Issuance of securities as of the end of the Reporting Period
Currency: RMB

Types of shares Number of shares

Issue price Number of shares

and their Date of o fiserress issued Date of permitted to be Ending date
derivative issue i) (RMB' 100 million) listing listed for trading of the trading
securities (RMB’ 100 million)

Convertible corporate bonds, detachable convertible bonds, corporate bonds

Corporate bonds 2013-06-05 4.68% 40 2013-07-17 40 2018-06-05
Corporate bonds 2013-06-05 5.10% 60 2013-07-17 60 2023-06-05
Corporate bonds 2015-06-29 4.20% 66 2015-07-30 66 2018-06-29
Corporate bonds 2015-12-06 3.57% 35 2016-12-13 35 2019-12-05
Corporate bonds 2016-12-06 3.78% 25 2016-12-13 25 2021-12-05
Corporate bonds 2016-12-14 3.79% 50 2016-12-22 50 2019-12-13
Corporate bonds 2016-12-14 3.97% 30 2016-12-22 30 2021-12-13

Subordinated

2015-01-22 5.90% 60 2015-03-10 60 2017-01-23
bonds
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Types of shares Number of shares

Issue price Number of shares

and their Date of . ! Date of permitted to be Ending date
derivati ; (or interest issued listi listed f di fth di

erivative issue ) (RMB' 100 million) isting isted for trading of the trading
securities (RMB’ 100 million)

Convertible corporate bonds, detachable convertible bonds, corporate bonds

Subordinated

2015-04-20 5.80% 50 2015-06-23 50 2020-04-21
bonds
Subordinated 2015-06-25 5.50% 180  2015-08-26 180 2017-06-26
bonds
Subordinated 2016-07-18 3.94% 6  2016-08-25 6 2017-07-18
bonds
Subordinated 2016-10-14 330% 50 2016-11-02 50 2021-10-13
bonds
Subordinated 2016-10-21 312% 30 2016-11-02 30 2019-10-20
bonds
Subordinated 2017-07-27 4.95% 50 2017-08-16 50 2020-07-26
bonds
Subordinated 2017-09-14 5.00% 20 2017-09-26 20 2018-09-13
bonds
Non-public cor- 2017-02-24 4.50% 60  2017-03-09 60 2018-08-23
porate bonds
Non-public cor- 2017-02-24 4.65% 20 2017-03-09 20 2020-02-23
porate bonds
Non-public cor- 2017-05-15 5.00% 40  2017-09-20 40 2019-05-14
porate bonds
Non-public cor- 2017-05-15 5.25% 60  2017-09-20 60 2020-05-14
porate bonds
Non-public cor- 2017-08-11 4.65% 40 2017-08-24 40 2018-08-10
porate bonds
Non-public cor- 2017-10-19 4.98% 50 2017-11-02 50 2019-04-18
porate bonds
Non-public cor- 2017-11-20 5.20% 40 2017-11-30 40 2018-11-19

porate bonds

Information of the issuance of securities as of the end of the Reporting Period (for the bonds with different interest rates in the duration period, please explain
otherwise):

1. Corporate bonds:

(1) Corporate bonds issued in previous years but still in the duration period:

On 5 June 2013, the Company publicly issued the 2013 corporate bonds of Huatai Securities to public investors with an amount of RMB10 billion at an issue price of
RMB100 per bond, carrying 5-year and 10-year fixed rates. The amount of 5-year bonds came to RMB4 billion with 4.68% coupon rate, while the amount of 10-year
bonds came to RMB6 billion with 5.10% coupon rate. Such bonds were listed for trading in the Shanghai Stock Exchange on 17 July 2013.The abbreviation and code for
5-year bonds are 13 Huatai 01 (13 25 01) and 122261, and the amount of the bonds permitted to be listed for trading came to RMB4 billion with the trading ended on 5
June 2018; the abbreviation and code for 10-year bonds are 13 Huatai 02 (13 #& 02) and 122262, and the amount of the bonds permitted to be listed for trading came to
RMB billion with the trading ended on 5 June 2023.

On 29 June 2015, the Company publicly issued 3-year 2015 corporate bonds of Huatai Securities to qualified investors (first tranche). The amount of the said bonds came
to RMB6.6 billion with 4.20% coupon rate. Such bonds were listed for trading on the Shanghai Stock Exchange on 30 July 2015. The abbreviation and code for such
bonds are 15 Huatai G1 (15 & G1) and 122388, and the amount of the bonds permitted to be listed for trading came to RMB6.6 billion with the trading ended on 29
June 2018.

On 6 December 2016, the Company publicly issued the 2016 corporate bonds of Huatai Securities to qualified investors (first tranche). The amount of the said bonds
came to RMB6 billion at an issue price of RMB100 per bond, carrying 3-year and 5-year fixed rates. The amount of 3-year bonds came to RMB3.5 billion with 3.57%
coupon rate, while the amount of 5-year bonds came to RMB2.5 billion with 3.78% coupon rate. Such bonds were listed for trading in the Shanghai Stock Exchange on
13 December 2016. The abbreviation and code for 3-year bonds are 16 Huatai G1 (16 2= G1) and 136851, and the amount of the bonds permitted to be listed for trading
came to RMB3.5 billion with the trading ended on 5 December 2019; the abbreviation and code for 5-year bonds are 16 Huatai G2 (16 # 2= G2) and 136852, and the
amount of the bonds permitted to be listed for trading came to RMB2.5 billion with the trading ended on 5 December 2021.

On 14 December 2016, the Company publicly issued the 2016 corporate bonds of Huatai Securities to the qualified investors (second tranche). The amount of the said
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bonds came to RMBS8 billion at an issue price of RMB100 per bond, carrying 3-year and 5-year fixed rates. The amount of 3-year bonds came to RMB5 billion with 3.79%
coupon rate, while the amount of 5-year bonds came to RMB3 billion with 3.97% coupon rate. Such bonds were listed for trading in the Shanghai Stock Exchange
on 22 December 2016. The abbreviation and code for 3-year bonds are 16 Huatai G3 (16 2= G3) and 136873, and the amount of the bonds permitted to be listed for
trading came to RMBS billion with the trading ended on 13 December 2019; the abbreviation and code for 5-year bonds are 16 Huatai G4 (16 2= G4) and 136874, and
the amount of the bonds permitted to be listed for trading came to RMB3 billion with the trading ended on 13 December 2021.

2. Subordinated bonds

(1) Subordinated bonds issued in previous years but still in duration period:

On 22 January 2015, the Company non-publicly issued the 2015 first tranche of subordinated bonds (the abbreviation and code of such bonds are 15 Huatai 01 (15 &
= 01) and 123265) with an amount of RMB6 billion, carrying a two-year period and 5.90% coupon rate and the principle together with the interests were repaid on 23
January 2017.

On 20 April 2015, the Company non-publicly issued the 2015 second tranche of subordinated bonds with an amount of RMB12 billion. The amount of 2-year bonds (with
redemption option for the issuer at the end of the first year; the abbreviation and code of such bonds are 15 Huatai 02 (15 #%& 02) and 123099) came to RMB7 billion
with 5.60% coupon rate, and the principal together with the interests were repaid on 21 April 2016, while the amount of 5-year bonds (with redemption option for the
issuer at the end of the third year; the abbreviation and code of such bonds are 15 Huatai 03 (15 g 03) and 123100),came to RMBS5 billion with 5.80% coupon rate.

On 25 June 2015, the Company non-publicly issued the 2015 third tranche of subordinated bonds (the abbreviation and code of such bonds are 15 Huatai 04 (15 2= 04)
and 125978) with an amount of RMB18 billion, carrying a two-year period and 5.50% coupon rate and the principle together with the interests were repaid on 26 June
2017.

On 18 July 2016, Huatai Futures non-publicly issued the 2016 subordinated bonds (abbreviation: 16 Huataigi; bond code: 135634) with an issuance amount of RMB0.6
billion with a term of 4 years with redemption option for the issuer at the end of the first year and a coupon rate of 3.94% (if it is not redeemed in the first year, the
coupon rate will be 5.94% for the following three years) and the principle together with the interests were repaid on 18 July2017.

On 14 October 2016, the Company non-publicly issued the 2016 first tranche of subordinated bonds (the abbreviation and code of such bonds are 16 Huatai C1 (16 &
C1) and 145029) with an amount of RMBS billion with a term of five years with redemption option for the issuer at the end of the third year and a coupon rate of 3.30%.
On 21 October 2016, the Company non-publicly issued the 2016 second tranche of subordinated bonds (the abbreviation and code of such bonds are 16 Huatai C2 (16
Zx C2) and 145039) with an amount of RMB3 billion with a term of three years with redemption option for the issuer at the end of the second year and a coupon rate of
3.12%.

(2) Subordinated bonds issued during Reporting Period

On 27 July 2017, the company non-publicly issued the 2017 first trranches subordinated bonds(second bond) (abbreviation: 17 Huatai C2; bond code:145664) with an
issuance amount of RMBS5 billion with a term of 3 years and a coupon rate of 4.95% .

On 14 September 2017, the Company non-publicly issued the 2017 second tranche of subordinated bonds (the abbreviation: 17 Huatai C3; bond code: 145781) with an
amount of RMB2 billion with a term of 1year and a coupon rate of 5.00%.

3. Non-public corporate bonds

On 24 February 2017, the Company non-publicly issued the 2017 first tranche of subordinated bonds with an amount of RMB8 billion. The amount of 1.5-year bonds (the
abbreviation: 17 ##g 01; bond code:145351) with an amount of RMB6 billion and a coupon rate of 4.50% ; while the amount of 3-year bonds (the abbreviation: 17 ¥z
02; bond code: 145352 with an amount of RMB2 billion and a coupon rate of 4.65% .

On 15 May 2017, the Company non-publicly issued the 2017second tranche of subordinated bonds with an amount of RMBI10 billion. The amount of 2-year bonds (the
abbreviation: 17 #%& 03; bond code:145537 ) with an amount of RMB4 billion and a coupon rate of 5.00% ; while the amount of 3-year bonds (the abbreviation: 17 ¥
04; bond code: 145538 with an amount of RMB6 billion and a coupon rate of 5.25% .

On 11 August 2017, the Company non-publicly issued the 2017 third tranche of subordinated bonds (the abbreviation: 17 # 2= 05; bond code:145132) with an issuance
amount of RMB4 billion with a term of 1year and a coupon rate of 4.65% .

On 19 October 2017, the Company non-publicly issued the 2017 fourth tranche of subordinated bonds (the abbreviation: 17 #2g 06; bond code:145839) with an issuance
amount of RMBS5 billion with a term of 1.5 year and a coupon rate of 4.98% .

On 20 November2017, the Company non-publicly issued the 2017 fifth tranche of subordinated bonds (the abbreviation: 17 2= 07; bond code:145701) with an issuance
amount of RMB4 billion with a term of 1year and a coupon rate of 5.20%.

4. Offshore bonds

On 8 October 2014, Huatai International Finance | Limited, a SPV, established in BVI by the Company's wholly-owned subsidiary Huatai Financial Holdings (Hong Kong)
completed the first issuance of offshore bonds. The keep-well agreement and SLC of such bonds were provided by the Company and Bank of China Macau Branch
respectively. Such bonds have an Al (Moody's) credit rating with an amount of US$400 million, issued under Regulation S, and will be due on 8 October 2019. Such
bonds carry a coupon rate of 3.625% that shall be paid semi-annually, and are issued at the price of 99.914/the interest rate of US 5-year government bonds +185 basis
points with an interest rate of 3.644%. The listing place is the Hong Kong Stock Exchange.

(1) Changes in the total number of ordinary shares of the Company and shareholder structure and
the Company's assets and liabilities structure

During the Reporting Period, there were no changes in the sum of the Company's shares or in the shareholder
structure caused by bonus shares, reserve capitalization, share allotment, additional issuance of new shares, non-
public issuance of shares, warrants exercise, the implementation of any option incentive scheme, enterprise merger,
equity conversion of convertible corporate bonds, capital reduction, listing employee shares, issuing bonds or other
reasons.

For changes in the Company's assets and liabilities structure, please refer to “Management Discussion and Analysis
and Report of the Board". “(Il) Main operations during the Reporting Period” “(Il) Analysis of the main items in
consolidated statement of financial position”.
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(1) The Company had no employee shares

I1l. Information of Shareholders and DE FACTO Controllers
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(1) Total number of shareholders

Total number of shareholders of ordinary shares as at the end of the Reporting Period 173,074

Total number of shareholders of ordinary shares at the end of last month prior to the date on

which the annual report shall be disclosed 185,488

Total number of shareholders of preferred shares whose voting rights have been restored as at
the end of the Reporting Period

Total number of shareholders of preferred shares whose voting rights have been restored at the
end of last month prior to the date on which the annual report shall be disclosed

salba1ens pue sisAjeuy Bunesedo

Among shareholders of ordinary shares as at the end of the Reporting Period, shareholders of A Shares came to 164,009 and registered shareholders of H
Shares came to 9,065.

Among the total number of shareholders of ordinary shares at the end of last month prior to the date on which the annual report shall be disclosed,
shareholders of A Shares came to 176,767 and registered shareholders of H Shares came to 8,721.

I
o
(1) Shareholding of top ten shareholders and top ten holders of tradable shares (or holders of B
shares not subject to selling restrictions) as at the end of the Reporting Period &
Unit: Shares g’
3
Shareholding of top ten shareholders §
@
Increase/ Number of Number Pledged or frozen shares
Decrease of shares Class of
Name of share during the shares held as of ~ Percentage held subject shareholder
holder (in full name) 9" the end of the (%) ! Number of
Reporting . . toselling  Status of shares
. Reporting Period - shares -
Period restrictions 5
>
; ; 2.
HKSCC Nominees (35,200 1715,088,147 23.9445 - Nil . fForeign legal =
Limited person z
°
. . o
Jiangsu Guoxin =
Investment Group - 1,250,928,425 174643 - Nil Sltate'owned 2
o egal person a
Limited o
2
Jiangsu 5
Communications 9,996,700 450,628,918 6.2913 - Nil . Stete-owned 2
Holding Company legal person 2
Limited <
=
Govtor Capital . 342,028,006 47751 . Nl . State-owned ?‘Z
Group Co., Ltd. legal person 2
; . =)
China Securities 120,233,522 288,239,320 4.0241 - Nil - Unknown
Finance. Co., Ltd.
Jiangsu SOHO
Holdings (34,679,167) 174,527,550 2.4366 - Nil Slteatael'ogr:gﬁ
Group Co., Ltd. galp
Jiangsu High Hope R
International Group (30,150,023) 173,294,924 2.4194 - Nil State-owned
legal person
Co., Ltd.
Jiangsu Hiteker Co bomestic non
Ltd 9 " (9,302,703) 123,169,146 1,7196 - Unknown 123,169,146 state-owned
' legal person
Central Huijin Assets
Management Co., - 98,222,400 1.3713 - Nil - Unknown
Ltd.
Jincheng Group . 85,353,007 11916 . Nil . State-owned
Co.Ltd legal person
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Shareholding of top ten holders of shares not subject to selling restrictions

Number of Class and number of shares

tradable shares not
subject to selling
restrictions

Name of shareholder
Class Number

Overseas listed foreign

HKSCC Nominees Limited 1,715,088,147 1,715,088,147
shares
Jiangsu Guoxin Investment Group Limited 1,250,928,425 Ordinary shares in RMB 1,250,928,425
Jllanlgsu Communications Holding Company 450,628,918  Ordinary shares in RMB 450,628,918
Limited
Govtor Capital Group Co., Ltd. 342,028,006 Ordinary shares in RMB 342,028,006
China Securities Finance Co., Ltd. 288,239,320  Ordinary shares in RMB 288,239,320
Jiangsu SOHO Holdings Group Co., Ltd. 174,527,550  Ordinary shares in RMB 174,527,550
Jthadngsu High Hope International Group Co., 173,294,924  Ordinary shares in RMB 173,294,924
Jiangsu Hiteker Co., Ltd. 123,169,146  Ordinary shares in RMB 123,169,146
Central Huijin Assets Management Co., Ltd. 98,222,400 Ordinary shares in RMB 98,222,400
Jincheng Group Co.Ltd 85,353,007 Ordinary shares in RMB 85,353,007
Jiangsu Guoxin, Communications Holding, Govtor Capital Group Co.,
Ltd., Jiangsu SOHO Holdings Group Co., Ltd. and Jiangsu Suhui Assets
Management Co., Ltd. (the parent company of Jiangsu High Hope
International Group Co., Ltd., with 67.41% shareholding) are wholly-
Description of the connected relationships or owned by Jiangsu SASAC. Jiangsu SOHO Holdings Group Co., Ltd.
action in concert between the above shareholders is a controlling shareholder of Jiangsu SOHO International Group

Corporation. Apart from the above, the Company is not aware of any
connection between the other shareholders of the Company or whether
such shareholders are parties acting in concert as specified in the
Regulations on the Takeover of Listed Companies.

Explanation of holders of preferential shares with

restored voting rights and number of shares held Nil

Notes: 1. Among holders of overseas listed foreign shares (H Shares) of the Company, shares of non-registered shareholders are
held by HKSCC Nominees Limited.
2. The class of shareholders of ordinary shares in RMB(A shares) represents the class of account held by shareholders
registered with Shanghai branch of China Securities Depository and Clearing Corporation Limited.

(1) No strategic investors or common legal persons who became one of the top ten shareholders
as a result of subscription of new shares allotted to them

IV. Controlling shareholders and DE FACTO Controllers

(1) Controlling shareholders

There are no controlling shareholders with more than 50% shareholding of the Company.
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(I1) De facto controllers

1. Legal person

s noqy

Name Jiangsu SASAC

Person in charge of the unit or legal representative Xu Guoping

2. Framework of the ownership and controlling relationship between the Company and the de facto
controllers

17.4643% Jiangsu Guoxin Investment Group Limited 100%
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6.2913% Jiangsu Communications Holding Company Limited 100%

i1

3. De facto controllers did not control the Company through trust or other asset management methods

I
5 — i
o 2.4194% Jiangsu g : _ a
3 High Hope JA{??egtzu SUg o 3
I High Hope International ~ 67.41% otC L 100% a 5
4 0.0084% Zhongding 79.99%  Group e 2 il
S Corporation Corporation e 7 ©
= &
wn > =
S A B
= m Govtor Capital Group Co.,Ltd. 100%
g
é"!
2.4366% Jiangsu SOHO z
. - Holdings Group z
1.1426% Jclaangsu SOHO Internationa 73.20% Co.,Ltd. 100% B
roup Corporation =
2
g
0.0348% Jiangsu Overseas Group Co.,Ltd. 100% 5
@
=)
)
5
§.

V. Other Legal-Person Shareholders with More than 10% Shareholding

Unit: Billion Currency: RMB

Name of Person in
| charge of the Time of Code of the Registered Main business or managed
egal-person ; ! o f L

unit or legal establishment organization capital activities

shareholder .
representative

State-owned assets operation,

management transfer, invest-

ment, enterprise trusteeship,
91320000735724800G 20 assets restructuring authorized

Jiangsu Guoxin

Investment Wang Hui 22 February

Group Limited 2002 by the provincial government
and other businesses upon
approval, house-renting.

Remarks Shares held by HKSCC Nominees Limited are owned by the non-registered shareholders of H Shares.
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VI. The Company had no Restrictions on Shareholding Reduction

VIl.Substantial Shareholders’ and Other Persons’ interests and Short
Positions in Shares and Underlying Shares

As of 31 December 2017, as far as the Directors of the Company are aware after having made all reasonable
enquiries, the following persons (other than the Directors, Supervisors or chief executive of the Company) held
interests or short positions in the shares or underlying shares which shall be disclosed to the Company under the
provisions of Divisions 2 and 3 of Part XV of the SFO and were recorded in the register required to be kept by the
Company under section 336 of the SFO.

Percentage E?;cc;)etgltage Longposition
Name of Cl fON ¢ Number .Of totgl issued A (I;Iote 2/ .
No.  substantial hares  interests of shares S ftne e/ (Note 3 shares
s
shareholders held(share) Company ggfr:ezzf the available for
(%) %) pany lending
Jiangsu Guoxin Beneficial
1 Investment Group A shares N 1 1,250,928,425 17.46 22.98 Long position
Limited owner (Note 1)
Jiangsu
Communications Beneficial .
2 Holding Company A shares owner (Note 1) 450,628,918 6.29 8.28 Long position
Limited
Govtor Capital Beneficial .
3 Group Co, Ltd. A shares owner (Note 1) 342,028,006 478 6.28 Long position
China Securities Beneficial o
4 Finance Co., Ltd. A shares owner (Note 1) 288,239,320 4.02 5.29 Long position
Beneficial .
5 NSSF H Shares owner (Note 1) 142,346,200 1.99 8.28 Long position
(Beneficial .
H Shares owner (Note 1) 89,253,816 1.25 5.19 Long position
6 BlackRock, Inc. Interesﬁ ig a
controlle .
H Shares corporation 3,985,600 0.06 0.23 Short position
(Note 1)

Note 1: According to the information disclosed on the websites of the Hong Kong Stock Exchange (www.hkex.com.hk) and China Securities Depository
and Clearing Co., Ltd (www.chinaclear.cn). Under Section 336 of the SFO, forms disclosing of interests shall be submitted by shareholders of the Company
upon satisfaction of certain conditions. Changes of shareholders’ shareholdings in the Company are not required to inform the Company and the Hong
Kong Stock Exchange, except for the satisfaction of certain conditions. Therefore, there could be difference between substantial shareholders’ latest
shareholdings in the Company and the shareholding information as reported to the Hong Kong Stock Exchange;

Note 2: A shareholder has a "long position” if such shareholder has an interest in shares, including interests through holding, writing or issuing financial
instruments (including derivatives) under which: (i) such shareholder has a right to take the underlying shares; (ii) such shareholder is under an obligation
to take 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 a loss if the price of the underlying shares increases; and

Note3: A shareholder has a “short position” if such shareholder borrows shares under a securities borrowing and lending agreement, or holds, writes or
issues financial instruments (including derivatives) under which: (i) such shareholder has a right to require another person to take 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 a loss if the price of the underlying shares declines;

Save as disclosed above, the Company is 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 as of 31 December 2017 required to be recorded in the register pursuant
to Section 336 of the SFO.
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VIII. Directors, Supervisors and Chief Executive’s Interests and Short Positions

X.

in the Shares, Underlying Shares or Debentures of the Company and its
Associated Corporations

As of 31 December 2017, according to the information obtained by the Company and so far as the Directors are
aware, interests and short positions held by Directors, Supervisors and chief executive of the Company in the
shares, underlying shares or debentures of the Company or its associated corporations (within the meaning of Part
XV of the SFO), which shall be notified to the Company and the Hong Kong Stock Exchange pursuant to Section
347 of Part XV of the SFO, were as follows:

Percentage of Percentage of total Long position/
Number of . . L
Class of  Nature of total issued issued A shares/ short position/
No. Name ) shares held )
shares interest (share) shares of the H shares of the shares available for
Company (%) Company (%) lending
H Beneficiary
1 Zhou Yi of the trust 353,261 0.005 0.02 Long position
Shares
(Note 1)

Note 1: In July 2015, due to the significant fluctuation in share price of the Company, H Shares of the Company were purchased through the
targeted asset management scheme for qualified domestic institutional investors (QDII) in compliance with the relevant laws and
regulations so as to actively help to maintain the stability of the capital market.

Save as disclosed above, the Company was not aware of any other Directors, Supervisors and chief executive of the
Company having any interests and short positions (including interests or short positions which had been taken or
deemed to have been under such provisions of SFO) in the shares or underlying shares or debentures of the Company
or its associated corporations on 31 December 2017, 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, or required to be recorded in the register under the
provision of Section 352 of the SFO, or shall be notified to the Company and the Hong Kong Stock Exchange under the
provision of the Model Code.

Purchase, Sale or Redemption of the Listed Securities of the Company
and its Subsidiaries

During the Reporting Period, neither the Company nor any of its subsidiaries had purchased, sold or redeemed
any listed securities of the Company and its subsidiaries.

The Company had no matters relating to Preferential Shares

XI. Arrangement for Directors and Supervisors to purchase shares and

debentures

At no time during the Reporting Period was the Company, its holding company or any of its subsidiaries or
fellow subsidiaries, a party to any arrangements to enable the Directors and Supervisors to acquire benefits by
means of the purchase of shares in, or debentures of, the Company or any other corporate bodies.
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Directors, Supervisors, Senior
Management and Staff

I. Changes in Shareholding Structure and Remuneration

(1) Changes in shareholding structure and remuneration of current and retired Directors,
Supervisors and senior management during the Reporting Period

Unit: Shares
Total pre-tax Whether
Shares Shares . remuneration received
- Changes in received from  remuneration
o Start of Expiration held at held at i Cause
Name fosiaon Gender Age thetermof  oftheterm  thestart  theend shareholding for i Gy from any
(note) office of office of the of the during the change during the connected
s s year Reporting party of the
¥ ¥ Period RMBTen  Company or
Thousand Yuan) not
Chairman 2016.06.20 2019.12.20
' Executive i —
ZhouYi . Male 48 - - - 78.29 No
Director & 0071206 20191220
president
Non-
PuBaoying  executive Female 54 2013.11.29 2019.12.20 - - - - Yes
Director
Non-
GaoXu executive Male 53 2016.06.07 2019.12.20 - - - - Yes
Director
Non-
Chen Ning executive Male 43 2016.06.07 2019.12.20 - - - - Yes
Director
Sun Non-
. executive Male 56 2007.12.06 2017.06.21 - - - - Yes
Hongning Director
Non-
Zhou Yong executive Male 51 2015.01.21 2019.12.20 - - - - Yes
Director
Non-
Xu Feng executive Male 44 2017.06.21 2019.12.20 - - - - Yes
Director
Non-
Xu Qing executive Male 45 2016.06.07 2019.12.20 - - - - Yes
Director
Independent
Chen non-
Chuanming  executive Male 60 2016.03.18 2019.12.20 - - - 12 No
Director
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Total pre-tax Whether
s Series ; remuneration received
- Changes in received from  remuneration
- Start of Expiration held at held at : Cause
Name osiicy Gender Age thetermof  oftheterm  thestart  theend shareholding for iR ey from any
(note) office of office of the of the during the change during the connected
s s year Reporting arty of the
Y ¥ Period (RMB Ten ompany or
Thousand Yuan) not
Independent
Liu non-
Hongzhong  executive Male 52 2013.11.29 2019.12.20 - - - 12 No
Director
Independent
Lee Chi non-
Ming executive Male 64 2015.04.30 2019.12.20 - - - 12 No
Director
Independent
Yang non-
Xiongsheng  executive Male 57 2016.04.05 2018.03.11 - - - 12 No
Director
Independent
Liu Yan etive Female 44 20161221 2019.12.20 - - - i} No
Director
Independent
e non-
Chen Zhibin executive Male 52 2015.10.09 2016.04.05 - - 3 No
Director
Chairman of
Yu Yimin Supervisory Male 49 2008.02.22 2019.12.20 - - Yes
Committee
‘,’_Yj&?n . Supervisor  Male 47 20160607 20191220 - - Yes
Du Wenyi Supervisor Male 54 2010.12.17 2019.12.20 - - Yes
LiuZhihong ~ Supervisor Female 44 201510.09 2019.12.20 - - Yes
. Employee
Peng Min Supenisor Female 53 2013.11.29 2019.12.20 - - 542.59 No
Zhou Xiang ETpPG'SVVggr Male 54 20130319 20191220 - - 298.19 No
Meng Employee . .
Qinglin Supervisor Male 49 2016.12.21 2019.12.20 762.70 No
Zhang Vice
Haibo President Male 54 2007.12.06 2017.05.19 - - 17.24 No
Ma Vice Male 54 2030621 20191220 - - 8845 No
Zhaoming President e o ’
Sun Hanlin g'rceeﬂ dent Male 5 20071206 20191220 - - 8845 No
Wu Zufang }f‘rcez dent Male 54 20071206 2019.12.20 - - 88.45 No
ThangTao g Male 45 20071206 20770110 . . 431 No
- Vice
Jiang Jian President Male 51 2007.12.06 2019.12.20 - - 88.45 No
Chief
Shu Ben'e financial Female 53 2007.12.06 2019.12.20 - - 44353 No
officer
Chief
Li Yun c?fmpliance Female 45 2012.06.14 2019.12.20 - - 382.60 No
officer
Secretary to
Zhang Hui the Boardof ~ Male 4 2017.04.26 2019.12.20 - - 428.46 No
Directors
Wang Chief risk _ .
Chong officer Male 45 2016.12.21 2019.12.20 246.54 No
Total / / / / / - - - / 3,621.25 /
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Note: 1.

Total pre—tax remuneration received from the Company during the Reporting Period excluded old age security pension and enterprise
annuity.

. Total pre—tax remuneration received by above Directors, Supervisors and senior management from the Company during the Reporting

Period included the 2015 and previous year’ s deferred compensation.

. The remuneration of the Directors and senior management that are the persons in charge of provincial financial enterprises during the

Reporting Period shall be implemented in accordance with the Interim Measures for the Administration of Remuneration of Persons
in Charge of Provincial Financial Enterprises in Jiangsu Province ( (i I#Ai8 2 E&mE¥8 S AFMEREETINE) ). Additional deferred
bonuses for previous years payable (excluding the Directors and senior management with job changes) during the Reporting Period were:
RMB736,300 for Zhou Yi, RMB531,400 for the Ma Zhaoming, RMB574,800 for Sun Hanlin, RMB520,700 for Wu Zufang and RMB537,300
for Jiang Jian. As calculated based on the Interim Measures for the Administration of Remuneration of Persons in Charge of Provincial
Financial Enterprises in Jiangsu Province ( (T2 2 E S ME¥E S AFMEEE/THHE) ), actual paid deferred bonuses for previous
years after deducting the balance of liquidation of remuneration of persons in charge of provincial financial enterprises in 2015 were:
RMB125,500 for Zhou Yi, RMB340,600 for the Ma Zhaoming, RMB384,100 for Sun Hanlin, RMB330,000 for Wu Zufang and RMB346,500
for Jiang Jian (deferred bonuses for previous years were not within the scope of liquidation of remuneration of persons in charge of
provincial financial enterprises).

. Mr. Zhang Haibo ceased to be vice president of the Company due to work changes in May 2017, and got his remuneration from May 2017

to December 2017 at China Southern Asset Management.

. Mr. Chen Zhibin resigned as independent non—executive Director and a member of Audit Committee under the Board was submitted in

December 2015, but performed his duty to April 2016 in effect. In January 2017, the Company compensated RMB30 thousand (the total
amount before income tax) to Mr. Chen Zhibin as independent non—executive Director allowance for the period of performance in effect
during 2016.

Name

Zhou Yi

Primary work experience

Bachelor in computer communications. Mr. Zhou once taught at Jiangsu Posts & Telecommunications
School (7T & & B & £ 1% ) and worked on technology management in the telecommunications center
of Jiangsu Posts & Telecommunications Bureau ((L & & & € I § 8 & & /L) and administrative
management at Jiangsu Mobile Communication Co., Ltd. (GT & 7 8158 2 B[R X & ). He served as the
chairman of the board of directors at Jiangsu Beier Co., Ltd. CIEEE®E B2 5 ) and Nanjing Xinwang
Tech Co., Ltd. (FAZRMMERARERIDBIR/AF] ), the deputy general manager of Shanghai Beier Fortune
Communications Company ( /BB EE(SAE ), the president of Huatai Securities Limited Liability
Company from February 2007 to December 2007, and the director of the same company from September
2007 to December 2007. Mr. Zhou served as the Director, president and deputy party secretary of the
Company from December 2007 to October 2011, and the Director, president, and party secretary of the
Company from September 2011 to June 2016, has been the chairman of the Board of Directors, president,
and party secretary of the Company since June 2016, and with a term of office in this session of Board as
the chairman and the president of the Company from December 2016 to December 2019.

Pu
Baoying

Master, senior accountant. Ms. Pu once served as the accountant and deputy chief of Jiangsu Building
Material Industry Research Institute GTERE M TZEMZTHT ), the deputy chief and chief of the financial
section of Jiangsu Building Material Research and Design Institute (GLEREEMITITELETER ), the assistant
to the section chief and the deputy section chief of the accounting and audit department of Jiangsu
Building Material Industry Co., Ltd. GTEREEM T 24825 ), the deputy department chief of the Planning
and Finance Department of Nanjing Lukou International Airport (78 &= #% O Bl B ## 15 ), manager of the
finance department of Nanjing Airport Development Co., Ltd. (BRZEBIERERHDBIRAT ), the manager
of the audit and legal department of Jiangsu State-owned Assets Operation (Holding) Co., Ltd. (GTERZEE
BEEKS () BRAF ), and general manager of the audit and legal department of Jiangsu Guoxin
Assets Management Group Limited CIEEEEEESIEEBERAT ). She was the general manager
of the finance department of Jiangsu Guoxin Assets Management Group Limited from December 2013 to
March 2015, the chief accountant and party committee member thereof from March 2015 to August 2017,
and has been the director, general manager and deputy party secretary since August 2017.. She worked
as a Supervisor of the Company from December 2007 to November 2013, and has been a Director of
the Company since November 2013 with a term of office in this session of Board from December 2016 to
December 2019.

Gao Xu

Bachelor, senior accountant. Mr. Gao was a staff member and then section chief of Nanjing Qixia
Commission of Planning and Economics, and staff member, senior staff member, deputy section chief and
section chief of the General Section, deputy division chief of the General Division of Jiangsu Administrative
Bureau of State-owned Property GIEREEIES ). He also used to serve as the deputy division chief of the
Division of Statistics and Evaluation of the Department of Finance of Jiangsu Province and the manager of
the asset management department of Jiangsu State-owned Assets Operation (Holding) Co., Ltd.. He has
been the general manager in the asset management department of Jiangsu Guoxin from February 2007 to
May 2017. He was the general manager of the audit and legal affairs department from December 2016 to
May 2017. He has been secretary of the party committee and chairman of the Jiangsu Pharmaceutical Co.,
Ltd since May 2017. He was a Supervisor of the Company from November 2013 to June 2016 and a Director
of the Company since June 2016 with a term of office in this session of Board from December 2016 to
December 2019.
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Name

Chen Ning

Primary work experience

Bachelor, senior accountant. Mr. Chen successively worked at the steam workshop of Yangzi Petrochemical
Refinery (33FA1{LIEGHML ) from July 1994 to February 1996; served as the accountant of the finance section
of Yangzi Petrochemical Refinery from February 1996 to February 2003, the accountant of cost section,
deputy section chief, deputy chief accountant of the finance department, the deputy department chief of
the technology development and information management department and the deputy director of ERP
Support Center of Yangzi Petrochemical Co., Ltd. (#FA{LARHAE] ) from February 2003 to October 2012,
the deputy department chief of the finance department of Yangzi Petrochemical Ltd. and the department
chief of the finance department of Yangzi Petrochemical Co. Ltd. (Nanjing) (BBRBFACEBREFEAF)
from October 2012 to June 2015, the deputy general manager, the general manager of the IT department
of Jiangsu Guoxin since June 2015, the general manager of the financial department since December 2016,
and Director of the Company since June 2016 with a term of office in this session of Board from December
2016 to December 2019.

Sun
Hongning

MBA. Mr. Sun once served as the secretary and deputy director of the Propaganda Department of Jiangsu
Secrets Protection Bureau (7L & & (£ % 8 ), the secretary to the secretariat and reception center of the
general office of Jiangsu Provincial Party Committee, the assistant to general manager of Communications
Holding and was the director, deputy general manager and party committee member of Communications
Holding from May 2003 to 21 December 2017. He has been full-time external director of Jiangsu Provincial
State-run Enterprises since 21 December 2017. Mr. Sun was the Director of the Company from December

2007 to June 2017.

Xu Feng

Master Degree. From July 1995 to December 2001, he served as a staff member of Jiangsu Province
Planning and Economic Committee Office and the senior staff member of industrial department; from
December 2001 to January 2003, he worked as the principle staff member of general office of Jiangsu
Province Planning and Economic Committee; from January 2003 to March 2004, he worked for JiangSu
Communication Holding Co., Ltd.; he was the office director of Jiangsu Expressway Company Limited
from March 2004 to November 2006; he worked as the deputy director of general office of JiangSu
Communication Holding Co., Ltd. (worked as chair), deputy director of investment development
department, director of Development Strategy and Policy and Regulation Research Office and deputy
director of investment development department from November 2006 to April 2014; from April 2014 to
January 2015, he served as the director of investment development department of JiangSu Communication
Holding Co., Ltd., director of Development Strategy and Policy and Regulation Research Office; Mr. Xu
worked as the director of investment development department of JiangSu Communication Holding Co.,
Ltd., deputy general manager of Jiangsu Railway Venture Development Co., Ltd. (worked as chair) from
January 2015 to August 2016; from August 2016 to August 2017, he acted as the director of investment
development department of JiangSu Communication Holding Co., Ltd.; Mr. Xu worked as the general
manager assistant and director of investment development department of JiangSu Communication
Holding Co., Ltd. from August 2017 to December 2017; he served as the deputy general manager of Jiangsu
Guoxin Investment Group Limited, member of Party committee since December 2017. He has been the
director of the Company since June 2017 with a term of office in this session of Board from December 2016
to December 2019.

Zhou Yong

Doctoral post graduate, principal senior economist, researcher, and senior international business
engineer. Mr. Zhou served as an assistant engineer of East China Optical Instrument Plant ( # 5 3 2
% 8% B ) from July 1987 to July 1992 and the preparation team member and deputy general manager of
Nanjing Petroleum Exchange Co., Ltd. (FAZRAMRZZPIBRAT) ) from July 1992 to September 1995, the
assistant to general manager of Jiangsu Suwu Futures Brokerage Co., Ltd. GIEEWHIEELBIRAT)
from September 1995 to April 1998, staff of Jiangsu Arts & Crafts Import and Export Corporation (GT#E®E T
BEROEBRDEIRAT ) from April 1998 to May 1998 and then the deputy manager of the securities
department thereof from May 1998 to February 1999, the general manager of Jiangsu Holly International
Investment Management Co., Ltd. (CIERAEFRMRERISEEEEMR/AE] ) and the manager of the securities
department of Jiangsu Arts & Crafts Import and Export Corporation from February 1999 to February 2000,
the general manager of Jiangsu Holly International Investment Management Co., Ltd. and the general
manager of Jiangsu Holly Futures Brokerage Co., Ltd. from February 2000 to January 2001, the general
manager of Jiangsu Holly International Investment Management Co., Ltd., the chairman and the general
manager of Jiangsu Holly Futures Brokerage Co., Ltd. From January 2001 to June 2006, the vice president
and a member of the party committee of Jiangsu Holly International Group Co., Ltd. from June 2006 to
July 2010, the vice president and a member of the party committee of Jiangsu Silk Group Co., Ltd. (changed
its name to Jiangsu SOHO Holding Group Co., Ltd. in August 2011) from July 2010 to May 2013, the
president, the deputy secretary of the party committee, and the director of Jiangsu SOHO Holding Group
Co., Ltd. since May 2013. He has been the Director of the Company since January 2015 with a term of office
in this session of Board from December 2016 to December 2019.
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Name

Xu Qing

Primary work experience

MBA, economist. Mr. Xu served as a technician and assistant engineer of Jiangsu Communications Cable
Plant (7T &k & 18 15 & #& & ) from August 1993 to November 1998; he subsequently worked as a deputy
department chief of the securities investment department, deputy director of the president office,
assistant to the general manager of the operations department and executive director of Jiangsu Hiteker
Co., Ltd. from November 1998 to February 2006; he served as the secretary to the board, director of the
group office, director of the party committee office, assistant to the president, general manager of the
legal affairs department, general counsel, general manager of the investment management department
and vice president subsequently in Jiangsu Govtor Capital Group Co., Ltd. since February 2006. He has
served as the Director of the Company since June 2016 with a term of office in this session of Board from
December 2016 to December 2019.

Chen
Chuanming

Doctor in Economics, professor. In 1978, Mr. Chen was selected by the Ministry of Education of China to
study social and economic management at University of Brittany in France. He was assigned to work in the
Institute of World Economics and Politics of Chinese Academy of Social Sciences after returning to China
in 1981. He taught in Nanjing University since December 1982, during which he studied for the Doctoral
degree in economics at the School of Economics of Nankai University from September 1990 to June 1993,
and currently he is the professor of Nanjing University Business School, and the vice chairman of Chinese
Institute of Business Administration and Jiangsu Association of Science and Technology Innovation. He
has served as the independent non-executive Director of the Company since March 2016 with a term of
office in this session of Board from December 2016 to December 2019.

Liu
Hongzhong

Doctor in International Finance. Mr. Liu once worked as a lecturer, an associate professor and the dean
of the Departments of World Economics and Finance of Fudan University, and has been the professor
of the Department of Finance of Fudan University since May 1999. He has been an independent non-
executive Director in the Company since November 2013 with a term of office in this session of Board from
December 2016 to December 2019.

Lee Chi
Ming

MBA. Mr. Lee served as the assistant director and then the director of tax assessment at Inland Revenue
Department of the Government of Hong Kong from October 1976 to November 1989, and the senior
manager/supervisor of Licensing department, director of Corporate Planning, and director of Finance and
Administration of the SFC from July 1989 to July 2014. He has been the chief partner of Boningdun Capital
Management Limited (1HEEIEEAEIEGR/AT ) since October 2014, and an independent non-executive
Director in the Company since April 2015 with a term of office in this session of the Board from December
2016 to December 2019.

Yang
Xiongsheng

Doctor, professor. Mr. Yang was a teacher and the office chief of the Business Administration Teaching and
Research Office of Jiangsu Lianyungang Finance School from January 1981 to December 1986 and served
as the staff and the deputy chief of Jiangsu Lianyungang Municipal Audit Bureau (GT & EE B HHF ST
/&) from February 1987 to November 1994. He taught at the Accounting Department of Nanjing University
from November 1994 to March 1999 and was the professor of the School of Accounting of Nanjing
University from March 1999 to December 1999 and the professor and dean of the Accounting Department
of International Business School of Nanjing University from December 1999 to March 2009. He has served
as the dean of the Accounting and Finance School of Nanjing University since March 2009. He has been
an independent non-executive Director of the Company from April 2016 to March 2018.

Liu Yan

Bachelor in laws, master in civil and commercial laws, master in laws of School of Law of New York
University in the United States and a qualified lawyer in China and the United States (New York State).
Ms. Liu joined Beijing Tian Yuan Law Firm in 1995 and became its partner in 2002. She has been an
independent non-executive Director of the Company since December 2016 with a term of office from
December 2016 to December 2019.

Yu Yimin

Master in economics, master in public administration, senior international business engineer. Mr. Yu
served as a staff in the planning department in the headquarters of Nanjing Pharmaceutical Company
(FARMEEENT ) from August 1990 to November 1994, and a staff in the research and development
department, the director of the economic and securities analysis and research center, and the deputy
general manager in the securities management department in the headquarters of investment bank
of Jiangsu Securities Co., Ltd. from November 1994 to August 1999. He was the general manager of the
entrusted asset management department and the fixed income department of Huatai Securities Limited
Liability Company from August 1999 to September 2004. Mr. Yu has been the vice president of Jiangsu
SOHO Holdings Group Co., Ltd. (named Jiangsu Silk Group Co., Ltd. before August 2011) from September
2004 to 21 December 2017, a full-time external director of Jiangsu Provincial State-run enterprise since
21 December 2017 a supervisor of Huatai Securities Limited Liability Company from September 2007 to
December 2007, and a supervisor of the Company from December 2007 to February 2008. Since February
2008, he has been serving as the chairman of the Supervisory Committee of the Company, with a term of
office in this session of Supervisory Committee from December 2016 to December 2019.
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Name

Wang
Huiging

Primary work experience

Master, certified public account, and a qualified lawyer. Mr. Wang served as a staff member of the
Department of Finance of Jiangsu Province from August 1992 to May 2001; from May 2001 to August
2004, he worked as a senior staff member of Jiangsu Administration for Industry and Commerce; he was
a section chief of Jiangsu SASAC from September 2004 to September 2009; he worked as the deputy
general manager of the audit department of Jiangsu International Trust Corporation Limited from
September 2009 to January 2010; he served as the deputy general manager of the finance department
of Jiangsu International Trust Corporation Limited from January 2010 to February 2013; he served as the
general manager of the finance department of Jiangsu International Trust Corporation Limited from
February 2013 to December 2013; he was the deputy general manager of the audit and legal affairs
department of Jiangsu Guoxin (in charge) from December 2013 to December 2014; he was the general
manager of the audit and legal affairs department of Jiangsu Guoxin from December 2014 to December
2016; and he served as the deputy general manager and the secretary to the board of directors of
Jiangsu Sainty Marine Corporation., Ltd. (T & 5% & s fif i% {9 B IR 2 & ), deputy general manager and
the secretary to the board of directors of Jiangsu Guoxin and general manager of Securities Audit Legal
Department from December 2016 to October 2017. He has been general manager and deputy secretary of
Party Committee of Jiangsu International Trust Corporation Limited since May 2017. Mr. Wang has been a
supervisor of the Company since June 2016, with a term of office in this session of Supervisory Committee
from December 2016 to December 2019.

Du Wenyi

Bachelor, senior economist. Mr. Du worked in the teaching and research office of finance and accounting
of Nanjing Communications Institute of Technology (FIZRZZIBE% ) from July 1983 to February 1987, served
as the deputy head and then the head of the financial planning office of Jiangsu Transportation Planning
and Designing Institute from February 1987 to September 2000, the deputy director chief of the finance
and auditing division of Communications Holding from September 2000 to November 2001, and later the
deputy director and then the director of the finance and auditing division of Jiangsu Communications
Holding Group Finance Co., Ltd ((TEr32 B EZEEBEBR A F )from November 2001 to October 2004. He
held the positions of deputy general manager of Jiangsu Expressway Company Limited GTEZESIEA
FEBIRAF) from October 2004 to October 2007. He successively served as the department chief of the
finance and audit department, the deputy chief accountant, the department chief of the finance and audit
department, the deputy chief accountant, the department chief of the finance department, the deputy
chief accountant, and the department chief of the finance management department of Communications
Holding from November 2007 to January 2011. He has been the deputy chief accountant and the
department chief of finance department since February 2011. He has been employee director of Jiangsu
Communications Holding Group Finance Co., Ltd. since January 2017. Mr. Du has been a supervisor of the
Company since December 2010, and with a term of office in this session of Supervisory Committee from
December 2016 to December 2019.

Liu
Zhihong

Bachelor, accountant. Ms. Liu served as the accountant in the finance department of Dongfeng Motor
Nanjing Sales and Technology Service Cooperation (RS E R RIEERMRIEIHS A &) from August
1996 to July 1999, the accountant in the finance department of Jiangsu Province Informationalization
Construction Investment Co., Ltd. GT# B E B LRI E B R A 3 ) from August 1999 to May 2005.
She served as an employee of the audit department and the deputy general manager of the finance
department of Jiangsu Govtor Capital Group Co., Ltd. from June 2005 to March 2017. She has been
general manager of accounting department of Jiangsu Govtor Capital Group Co., Ltd. since March 2017
and the supervisor of the Company since October 2015 with a term of office in this session of Supervisory
Committee from December 2016 to December 2019.

Peng Min

Bachelor, economist. Ms. Peng once served as the secretary and deputy manager of the sales department
of Jiangsu Metallurgical Supply and Marketing Cooperation (FLIE & /A £ W E 3] ), an employee
of the entrusted asset department and the fixed income department, secretary and deputy head of the
president’s office in Huatai Securities Limited Liability Company. She has been the deputy director and
then the director of the Company's general office and the chairman of our labor union in succession since
December 2007. She has been the employee representative supervisor of the Company since November
2013 with a term of office in this session of Supervisory Committee from December 2016 to December 2019.
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Name

Zhou
Xiang

Primary work experience

MBA, accountant. Mr. Zhou was once an employee of Nanjing Supply and Marketing Cooperative (@ &=
it 88 1t ). He worked for Huatai Securities Limited Liability Company as the general manager of the capital
planning department, the general manager of the Nanjing Changjiang Road Branch, the deputy manager
of the asset management head office, and the general manager of the Nanjing Zhongshan North Road No.
2 Branch and the office chief of development and planning implementation leading team. Later, he served
as the general manager of finance planning department and the chief financial officer of Huatai United
Securities from August 2006 to June 2012, the general manager of the Audit department of the Company
from June 2012 to April 2016, and the general manager of the legal compliance department of the Company
since April 2016. He has been the employee representative supervisor of the Company since March 2013, with
a term of office in this session of Supervisory Committee from December 2016 to December 2019.

Meng
Qinglin

Bachelor, economist. Mr. Meng was once an employee of Xuzhou Construction Machinery Group Co., Ltd.
(M TI2EHMIEERE ). He successively served as assistant to general manager, deputy general manager and
general manager of sales department of Huatai Securities. He was the general manager of our corporate
business department from April 2011 to April 2012 and general manager of our Shanghai Branch from April
2012 to April 2016. He served as the general manager of brokerage business head office from April 2016
to August 2017. He has been general manager of brokerage and wealth management department since
August 2017. He has been the employee supervisor of the Company since December 2016 with a term of
office in this session of Supervisory Committee from December 2016 to December 2019.

Zhang
Haibo

MBA. Mr. Zhang once worked as a staff member, senior staff member and then principal member and
assistant researcher of the Agriculture and Industry Department of Jiangsu Provincial Committee of the
Communist Party, the secretary at the deputy division level and investigator of the Agriculture Division
of the General Office of Jiangsu Government, and the assistant to the president of Jiangsu Securities
Company. He was the assistant to the president and the general manager of the investment banking
department, the chief inspector of investment banking business, the general manager of investment
banking business at the head office, the vice president and the party committee member of Huatai
Securities Limited Liability Company. He served as the vice president and party committee member of
Huatai Securities from December 2007 to May 2017.

Ma
Zhaoming

Bachelor, senior accountant. Mr. Ma was once an accountant of No. 898 Factory of the Ministry of
Electronics Industry, the deputy chief and then chief of the finance section of its ceramics branch. He
worked at Jiangsu Securities Company as the deputy manager of the planning and finance department
and the director of the planning and finance division, then the director of the planning and finance
division and the head of inspection office, and later the deputy chief accountant and the director of the
planning and finance division and vice president. He served as the vice president and the party committee
member of Huatai Securities Limited Liability Company, the chairman of Huatai United Securities Co., Ltd.
He has been the vice president and the party committee member of Huatai Securities since June 2013 with
the current term of office from December 2016 to December 2019.

Sun
Hanlin

Bachelor in Business Administration/EMBA. Mr. Sun once worked as the clerk, officer and deputy chief of
the cadre section of human resources division of the Jiangsu Branch of PBOC, the executive deputy chief
and the chief of the human resources division of Jiangsu Securities Company, the chief of the human
resources division, chief of the organization department, general manager of the human resources
department, secretary of the discipline inspection commission, chief inspection officer, member of the
party committee and vice president of Huatai Securities Limited Liability Company. He was the vice-
president, secretary of the discipline inspection commission and member of the party committee of the
Company from December 2007 to December 2015. He has been the vice-president and member of the
party committee of the Company since December 2015 with current term of office from December 2016 to
December 2019.

Wu
Zufang

MBA. Mr. Wu used to work as a teacher in the mathematics department at Nanjing University, a staff
member of the Policy Research Office of Jiangsu Commission of Planning and Economics, the business
supervisor, head of issuance and transaction department, deputy general manager and general manager
of stock affair department, the deputy general manager, general manager and then chairman and general
manager of the subsidiary, the assistant to the president, the chief inspection officer of asset management
business and general manager of asset management at the head office, the chief economist, vice
president and party committee member of Jiangsu Securities Company. He has been the vice president
and party committee member of the Company since December 2007 with the current term of office from
December 2016 to December 2019.
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Name

Zhang Tao

Primary work experience

Doctor in Technical Economics and Management. Mr. Zhang once worked at Jiangsu Securities Company
as the secretary to the president at the president’s office, business manager of investment banking No. 1
department, deputy director of the Fuzhou representative office, deputy general manager of investment
banking business department of Shanghai head office, deputy general manager of Shenzhen head office
and general manager of Shenzhen Caitian Road branch, secretary of the board of directors, assistant to
the president and director of the board office, vice president and party committee member. He was the
vice president and party committee member of the Company from December 2007 to January 2017.

Jiang Jian

Master in Economics and Management. Mr. Jiang once taught at Nanjing Agricultural University. He
worked at Jiangsu Securities Company as the employee and chief of the training and education section
of the Human Resources division, deputy general manager of the stock affairs department under the
investment banking head office, deputy general manager and senior manager of the investment banking
No. 1 department, deputy general manager of the investment banking head office (concurrently acting
as the manager of the issuance department), general manager of the asset management head office,
general manager of the Nanjing investment banking business department, director of the investment
banking business and general manager of Nanjing head office, assistant to the president and general
manager of Shanghai head office, assistant to the president and secretary to the board of directors,
assistant to the president and general manager of institution customer service departments, vice
president and secretary to the board of directors, party committee member. He was the vice president,
secretary to the Board of Directors, party committee member of the Company from December 2007 to
April 2017. He has been vice president and party committee member of the Company since April 2017 with
the current term of office from December 2016 to December 2019.

Shu Ben'e

sug

Bachelor, CPA. Ms. Shu was once the chief of finance division of Panda Electronics Group Co., Ltd. ( BE5H
BFEBERT ), the deputy general manager of the planning and capital department of Jiangsu Securities
Company. She worked at Huatai Securities Limited Liability Company as the deputy general manager of
the capital planning department, the deputy general manager, executive deputy general manager and
then general manager of the inspection and supervision department, and the general manager of the
finance planning department. She was the general manager of the finance planning department from
December 2007 to April 2016. She has been the chief financial officer of the Company since March 2012
with the current term of office from December 2016 to December 2019.

LiYun

Master, economist. Ms. Li was once the principal member at the office of Nanjing Securities and Futures
Commission, and the principal member of Nanjing Commissioner Office, principal member of the
verification division of institution supervision department, deputy chief of the institution division of
Jiangsu Securities Regulatory Bureau, and deputy chief and investigator of the No. 2 Division of Shanghai
Commissioner Office of the CSRC. She has been the chief compliance officer of the Company since
June 2012. She served as our chief compliance officer (concurrently acting as the general manager of
the compliance and risk management department) from July 2012 to December 2014. She concurrently
worked in the office as the chief risk officer from August 2014 to December 2016. She served as the general
manager of the compliance and legal department of the Company from December 2014 to April 2016. Ms.
Li is the chief compliance officer and general legal counsel of the Company with the current term of office
from December 2016 to December 2019.

Zhang Hui

Doctorate in Technology Economy and Management. Mr. Zhang has worked for Dongcheng District
Personnel Exchange Service Center of Beijing, Brilliance Auto Corporation Shanghai Office, Tongshang
Co., Ltd. and New Margin Capital Management Co., Ltd. He served as the senior manager of asset
management head office of Huatai Securities Co., Ltd. and the deputy general manager of Business
Department of Nantong Yaogang Road Branch. Mr. Zhang served as the general manager of Business
Department of Shanghai Ruijin First Road Branch of the Company from January, 2008 to February, 2010;
served as the deputy general manager of Security Investment Department of the Company from February
2010 to July 2012; he worked as the general manager of the Company's general office from July 2012 to
January 2016; he has been the general manager of the HR department of the Company since January 2016
and been the secretary of the board of directors of Huatai Securities since April 2017 with the current term
of office from December 2016 to December 2019.
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Name Primary work experience

Master. Mr. Wang was the principal staff of the treasury department/global finance marketing department
of Bank of China Limited from July 1995 to March 2003, and middle office chief of internal risk control for
European treasury operations in London Branch of Bank of China Limited from March 2003 to May 2007.
He also served as the team leader of interest rate derivative product and fixed income risks in J.P. Morgan
Securities from June 2007 to January 2010 and the risk compliance officer of China International Capital
Corporation (UK) Limited ( FE]EIE /1B R A= (ZE)) from January 2010 to November 2014. He has
been the general manager of risk management department of Huatai Securities Co., Ltd. since December
2014. He has been the chief risk officer of the Company since March 2017 with current term of office from
December 2016 to December 2019.

Wang
Chong

Explanation of Other information:
1. During the Reporting Period, Directors, Supervisors and the senior management of the Company did not hold any share and option of the Company.

2. During the Reporting Period, the Company did not carry out any option incentive scheme for Directors, Supervisors and the senior management of the
Company. Directors, Supervisors and the senior management of the Company did not hold any option of the Company.

3. During the Reporting Period, no current or retired Director, Supervisor and senior management was punished by any securities regulatory authority in
the past three years.

(I1) Option Incentive conferred to Directors, Supervisors and Senior Management Officers
during the Reporting Period

During the Reporting Period, situation which the Company conferred option incentive to Directors, Supervisors and

senior management officers did not exist.
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Il. Employment of Directors, Supervisors and Senior Management
Officers at Present and during the Reporting Period

s noqy

() Employment at the Shareholder of the Company

Name of A
Name of employee shareholder of the  Position Start .Of ASEcri) [ (ST E e .Of 412
of office term of office
Company

General accountant

25 March 2015

28 August 2017

Pu Baoying Jiangsu Guoxin Director & General manager
& Deputy secretary of Party 28 August 2017
committee
General manager of asset 1February 2007 30 May 2017
management department
Gao Xu Jiangsu Guoxin
General manager of audit and 5 December 2016 30 May 2017
legal affairs department
General manager of information 22 December
Chen Ning Jiangsu Guoxin technology department 2015

General manager of finance

5 December 2016

Communications

21 December

Sun Hongning Holding Deputy general manager 1 May 2003 2017
Communications Minister of investment and 1 Aril 2014 21 December
Holding development P 2017
Xu Feng
. ) Deputy general manager & 21 December o
Jiangsu Guoxin Member of Party committee 2017 §
o
Jiangsu SOHO . =
Zhou Yong Holdings Group President & Peputy s‘ecretary of 28 May 2013 B
Co. Ltd Party committee & Director =
0., Lta. %
G C | g
. ovtor Capita . a
Xu Qing Group Co., Ltd. Deputy president 16 May 2016 %
=)
_ Jlanglsu SOHO . 1 September 21 December g
Yu Yimin Holdings Group Deputy president 5
2004 2017 =z
Co., Ltd. g
§.
Wang Huiging Jiangsu Guoxin Supervisor ;g:)secember
Communications Deputy general accountant &
Du Wenyi Holdin Minister of finance 1 February 2011
9 management department
Liu Zhihong Govtor Capital Deputy general manager of 13 March 2017

Group Co., Ltd.

finance department

Explanation of the
employment at the
shareholder of the
Company
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(1) Other Jobs

Expiration of

NI Name of job provider Position S .0f e et the term of
employee of office office
Huatai Financial Holdings (Hong Kong) Director ggONéovember
Huatai International Financial Holdings Director 5 April 2017 ;g]l;ebruary
Huatai Zijin Investment Chairman 19 August 2013 ;()S;ptember
Huatai Securities (Shanghai) Asset Management Co., Ltd. Director 16 October 2014
AssetMark Holdings, LLC Director 31 October 2016 6 March 2018
AssetMark Financial Holdings, Inc. Director 31 October 2016
Dongying Assets Management Co., Ltd. Chairman 7 November 2017
Jiangsu Emerging Industry Investment Co., Ltd. Chairman 9 June 2013
Nanjing Huatai Ruitong Investment Management Co., Ltd. Chairman 25 December 2012 ggsctober
Zhou Yi Huatai Ruilian Funds Management Co., Ltd. Chairman 20 November 17 October
2013 2017
Director 1 November 2015 gg][;ecember
Nanjing Huatai Ruixin Equity Investment Management Co., Ltd.
Chairman 1 November 2015 10 November
2017
Director 1 November 2015 ;g]l?ecember
Yili Huatai Ruida Equity Investment Management Co., Ltd.
Chairman 1 November 2015 10 November
2017
Huatai Junxin Fund Investment Management Co., Ltd. Chairman 2 July 2014 201\11;)vember
Huatai Ruixing Investment Management Co., Ltd. Chairman 21 November 2016 ;g]?ctober
Beijing Huatai Tongxin Investment Fund Management Co., Ltd. Chairman 29 December 2014 gg]l;ebruary
Jiangsu Guoxin Group Finance Co., Ltd. Chairman 16 December 2015
. . : . . 1 November
Jiangsu Zhongjiang Network Media Corp. Director 27 April 2016 2017
Chairman
. . . of the
Jiangsu International Trust Corporation Limited . 22 May 2015
Supervisory
Pu Baoying Committee
Jiangsu Broadcasting Cable Information Network Investment Co., Ltd.  Director 23 April 2014 Iz(l;l]t;vember
Jiangsu Guoxin and Xinnan (Erdos) Energy Development Co., Ltd. (; T . . 18 January
[ e o — ! Direct 24 April 2014
HEEEE (DESH) HESRERAT) rector Pri 2017
Shanghai-Nanjing Intercity Railway Group Co. Ltd. Director 20 April 2016 120N1(7>vember
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Expiration of

Name of Start of the term

Name of job provider Position N the term of
employee of office g
office >
o
o
. Vice s
Suzhou Industrial Park Co., Ltd. : 24 June 2015 c
chairman &
. ! : . 1 November
Nanjing Yue lJin Auto Co., Ltd. Director 27 April 2016 2017
Pu Baoying
. . 1 November O
Bank of Nanjing Co., Ltd. Supervisor 24 May 2016 2017 2
o
Jiangsu Guoxin Corporation Limited Chairman 24 November 2017 Li
o}
Chairman of %
Jiangsu Jintai Futures Co., Ltd. the Supervisory 27 April 2011 o
Committee 2
@
Jiangsu Jinsuzheng Investment and Development Co., Ltd. Director 22 June 2007 5
Q
Nanjing Technology Imp & Exp Corp. Ltd Vice 12 May 2008 g
Jing gyimp p ~orp. Lid. chairman ¥
Jiangsu Sainty International Group Limited Director 23 August 2010
GaoXu Qingtongxia Aluminum Industry Co., Ltd.( B8RSR ERNBIRAT] ) Director 27 March 2008 a
o
. - . . Vice 6 February B
Jiangsu Digital Certificate Authority Co., Ltd. chairman 17 June 2015 2017 )
@
; ; ; ; IHAREKESES o
Jlangsti\G_uoxm Yongtai Asset Disposal Co., Ltd. GTEFEEL(EXFEER Director 5 June 2007 3
HERAT) E
>
Jiangsu Pharmaceutical Co., Ltd. Director 27 April 2016 @
Jiangsu Railway Development Co., Ltd. Director 20 December 2014
Jiangsu Investment Management Corporation Limited Director 27 April 2016 -
=
Jiangsu International Trust Corporation Limited Director 11 May 2016 §
g
Jiangsu Guoxin Group Finance Co., Ltd. Director 13 April 2016 _g
o
Jiangsu Guoxin Fuel Materials Co., Ltd. GTEREISARIEBIRAT ) Supervisor 6 January 2016 =
>
Q.
Chen Ni Chairman g
en Ning 2
Jiangsu Real Estate Investment Co., Ltd. of the ) 15 September 5
Supervisory 2017 2
Committee 8
]
Jiangsu Guoxin Corporation Limited Supervisor 29 December 2017 51
©
Nanjing Yue Jin Auto Co., Ltd. Director 1 November 2017 %.
=)
Shanghai-Nanjing Intercity Railway Group Co. Ltd. Director 1 November 2017
Jiangsu Kuailu Motor Transport Co., Ltd. Chairman 1 December 2004 1 March 2017
Suzhou Nanlin Hotel Co., Ltd. Chairman 1 December 2004 1 March 2017
Taicang Container Lines Co., Ltd. Chairman 1 August 2011 21 March 2017
Chairman
. . . of the
Nanjing Sharelink Venture Capital Co., Ltd. . 11 May 2009
Sun Supervisory
Hongning Committee
Chairman
Yili Suxin Energy Development and Investment Co., Ltd.( {REER#ESE  of the
BSESEEIRAT) ) Supervisory 1 February 2012
Committee
Jiangsu Taicang Port Group Co., Ltd Vice 1July 2006
R chairman
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Name of

Start of the term Ejelliadian o

Name of job provider Position N the term of
employee of office office
Guodian Taizhou Power Generation Co., Ltd. Director 1 December 2007
Jinling Hotel Corporation Director 1 December 2002
Provincial
State-owned
Sun Jiangsu SASAC Eﬂﬁirﬁ:;es 21 December 2017
Hongning External
Director
Chairman
. ) . . of the
Jiangsu Financial Leasing Co., Ltd. . 1 February 2008 1 March 2017
Supervisory
Committee
Nantong Tiansheng Port Electricity Generating Co., Ltd. Director 1 May 2010
Jiangsu Yunshan Assets Management Co., Ltd. Director 24 June 2015
Nanjing Sharelink Venture Capital Co., Ltd. Director 3 August 2015
Zhenjiang Junding Sharelink Venture Capital Co., Ltd. Director 11 August 2015
Nanjing Sharelink Investment Management Co., Ltd. Director 21 October 2015
Xu Feng Jiangsu Port Group Co., Ltd. Director 4 May 2017
Jiangsu Railway Venture Development Co., Ltd. Supervisor 2 December 2016
Jiangsu Financial Leasing Co., Ltd. Supervisor 1 April 2017
Jiangsu International Talents Advisory Services Co., Ltd. (TEREIBX A : :
ZARISEIRAT)) Supervisor 20 April 2016
Jiangsu Railway Development Group Co., Ltd. Director 1June 2017
Holly Futures Co., Ltd. Chairman 1January 2001
ZKING PROPERTY & CASUALTY INSURANCE CO,, LTD. Director 10 April 2014
Zhou Yong Jiangsu Cultural Asset and Equity Exchange Co., Ltd. Chairman 1 October 2012 11 April 2017
q p
Aerosun Co,, Ltd. Independent  ptay 201 24 May 2017
irector
Suzhou Govtor Venture Capital Management Co., Ltd. Chairman 12 July 2017
Jiangsu International Trust Corporation Limited Director 3 August 2016
%iméggg;;%%éz\%ce)M|crof|nance Technology Co., Ltd. (FAEm=mEHFER Director 23 March 2016
Changzhou Gaorui Venture Capital Management Co., Ltd. ( &/ )
EU¥?§§§1§E5EQ§|) P 9 (M Chairman 17 July 2017
Nanjing Asia Pacific Institute of Finance Director 26 October 2016
Xu Qing Jiangsu Cultural Investment & Management Group Co., Ltd. Director 3 August 2016
H H : ITEESINVEZ=E
{lj}\a%g)su Govtor Electronic Information Co., Ltd. GIESREFEESEIR Director 4 January 2016
H H STEE =LA 2
iéa;;xgé%%)ﬁ/é%%e;ture Capital Management Co., Ltd. ((TE = 1%AIZE Director 8 January 2016
Jiangsu Hi-tech Venture Capital Co., Ltd. G TER#FEIEIREBIRAT)  Director 23 March 2016
Jiangsu Hi-tech Venture Capital Management Co., Ltd. Chairman 23 March 2016
Jiangsu Hongrui Technology Venture Capital Co., Ltd. (GT&RsAIRRHSA] Director 4 January 2016

EREBRRA)
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Name of

Start of the term DigiElon o

Name of job provider Position N the term of
employee of office g
office
; ; i N =g
ég;ﬁg%ﬁ%{ggéjg%vg& High Venture Capital Co., Ltd ((IEAEF=TE Director 23 March 2016
CHiah- ; 525 S A (AU AT (A
\%Eég%;? Tech Risk Investment Co., Ltd. (SR GIRERHD Director 23 March 2016
i i e | B S AR
%ﬁﬂaﬁr}g%h?u High-Tech Venture Capital Co., Ltd.( B/NEHiziiEkRIRE Chairman 3 August 2016
Suzhou Gaoyuan Venture Capital Co., Ltd.(BRHSRAIZIEEBIRAT) Chairman 3 August 2016
. . H STEE= 1BIR
Jéﬁpigégécgﬁ)é:lg%gechnology Venture Capital Co., Ltd. GI# = RRHE Director 23 March 2016
Jiangsu Gaojin Venture Capital Co., Ltd. G TERSZRIEIREBIRAT)  Chairman 3 August 2016
p
i B B LA 2L
g]%n)gzhou Govtor Venture Capital Co., Ltd. ( E/NSIREIZIREBIR Chairman 3 August 2016
gzzhﬁg New & High Risk Investment Venture Investment Management Director 18 April 2016
" Vice
Suzhou Gaojin Venture Investment Co., Ltd. . 23 March 2016
chairman
. A
;iggrgggg)%hfng Growth Venture Capital Co., Ltd. (REESHEMEA! Director 4 January 2016
Xu Qing -
Yancheng Govtor Venture Capital Co., Ltd.(EElZ1R BIZIREBIRAT])
Yangzhou Govtor Venture Capital Co., Ltd. (/1 SREIZEIHESIEEIR  Director 4 January 2016
9 p
RA))
Yangzhou Gautou Venture Investment Management Co., Ltd. (i2M5S .
&Eﬁ%ﬁéﬁﬁﬁﬂﬁ A) 9 BM®  Chaiman 26 October 2016
Jiangsu Addor Equity Investment Fund Management Co.,Ltd. Supervisor 9 February 2017
Jiangsu Gaohong Investment Management Co., Ltd. Chairman 7 March 2017
Jiangsu Fenghai New Energy Seawater Desalination Co., Ltd. Director 9 February 2017
Jiangsu Sports Industry Group Co., Ltd. Supervisor 9 February 2017
. Vice
SeuComm Corporation Ltd. . 9 February 2017
chairman
Changzhou Govtor Venture Capital (Hong Kong) Co., Ltd. ( M S#&8] Executive
P 13 January 2017
#0E (88) BRAE) director anuary
Legal person
& Executive
Jiangsu Gaohui Asset Operation and Management Co., Ltd. director & 28 December 2016
General
manager
School of Business of Nanjing University Professor 1 November 2006
Kunshan King Lai Hygienic Materials Co., Ltd. qudependent 6 November 2014
irector
Chen
Chuanming  Nanjing Iron & Steel Co,, Ltd. Independent May 2016
director
GCL System Integration Technology Co., Ltd. :;S:gg:dem 31 March 2016
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Expiration of

Name of Start of the term

Name of job provider Position N the term of
employee of office office
Intlernalt|onal Finance Department, School of Economics, Fudan Professor 1 May 1999
University
. . . 8 September
Shanghai Rural Commercial Bank Co., Ltd. Supervisor 2009 10 March 2017
Shenyin & Wanguo Futures Company Limited Ic?dependent 1 February 2008
irector
L Donghai Futures Co,, Ltd. Independent 5 ;e 2009
Hongzhong director
China International Fund Management Co., Ltd. IQdependent 28 May 2013
director
Shanghai Construction Group Co., Ltd. E>l<ternal 29 June 2013
director
Industrial Securities Co., Ltd. quependent 12 January 2018
director
Boningdun Capital Management Co., Ltd.({iZ8IBEAEIEGIRAT] ) ghDI(i%:er?;’ner 27 October 2014
Independent
China Minsheng Drawlm Technology Group Limited (Previously known  non- ' 30 December 2014
as South East Group Limited) executive
Lee Chi director
Ming
Independent
China Baoli Technologies Holdings Limited (Previously known as Rex non- 15 Julv 2015 26 September
Global Entertainment Holdings) executive Y 2017
director
Chung Ying Theatre Company Limited Director 10 December 2015
Dean of
School of
Nanjing University Accounting 10 March 2009
and Finance
& Professor
Yang Shenji Group Kunming Machine Tool Company Limited Independent 22 March 2013 19 March 2017
Xiongsheng J P 9 pany director
Jiangsu Phoenix Publishing & Media Corporation Limited Idr:;ie(-:(':ptﬁ:dent 24 March 2016
IDT International Limited Independent ¢ 4\ qust 2015
director
Beijing Tian Yuan Law Firm Partner 1January 2002
) Independent 26 September
Huaxin Cement Co., Ltd. director 2014
Liu Yan
. ' ' Independent 24 September
Yantai Changyu Pioneer Wine Co. Ltd. director 2016
WuXi AppTec Co., Ltd. IQdependent March 2017
director
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Expiration of

Name of Start of the term

Name of job provider Position N the term of
employee of office g
office >
g
Jiangsu SOHO Investment Group Co., Ltd. Chairman 1 April 2013 é
Jiangsu Financial Holding Co., Ltd. Director 11 May 2015
Suxin Energy Hefeng Co., Ltd. ( BESTACRFILEIRAR)) Director 1 March 2012 ; Oﬁ‘;vember
(@]
Jiangsu SOHO Venture Capital Investment Co., Ltd. Chairman 20 June 201 E
o3}
Jiangsu Province Emerging Industry Investment Management Co. (T ., 3
e EEEHAREBEND) Director 1 March 2015 g
=
Yu Yimin Jiangsu International Trust Corporation Limited Director 1 November 2014 =
>
Jiangsu Coastal Innovative Capital Management Co., Ltd. Director 30 January 2015 ;
o
Jiangsu Belt and Road Initiative Capital Management Co., Ltd. (;I&— ) 3
R ) P ! Chairman 15 December 2015 ‘g-
Provincial
State-owned
Jiangsu SASAC Enterprlses 21 December 2017
Full-time -
External 5
Director (<]
9
(0]
Deputy Q
General 5
Jiangsu Guoxin Co., Ltd. Manager & 5 December 2016 gg];)ctober 3
Secretary of 2
the Board
Chairman
. . . of the
Jiangsu Guoxin Group Finance Co., Ltd. S . 24 August 2015
upervisory =
Committee ]
2
Jiangsu Investment Management Corporation Limited Supervisor 27 April 2016 %
°
Jiangsu International Trust Corporation Limited Supervisor 3 March 2014 i"'
>
Chairman OU'
o
Jiangsu Real Estate Investment Co., Ltd. G IEF&EHEREBRAT ) Zztpheervisory 13 August 2014 %
Committee %
3
Chairman =
Wang ) of the . 5
Huiging Jiangsu New Energy Development Co., Ltd Supenvisory 7 April 2015 g
Committee S

Jiangsu Sheyang Port Electric Power Generation Co., Ltd. (G TERGIZE

BHEERAT) Supervisor 13 March 2014

Convener
of
Supervisory
Committee

Yancheng Electric Power Generation Co., Ltd. 27 April 2016

Chairman
of the
Supervisory
Committee

Hong Kong BROADSINO INVESTMENT CO., LTD. 24 August 2015

Jiangsu Huaiyin Electric Power Generation Co., Ltd. (;LExitE225EBIR
E(EN=ID)

Jiangsu Software Industry Co., Ltd. (G TERBTAEZERDBIRAT) ) Supervisor 23 April 2014

Supervisor 28 April 2016

Jiangsu Sainty International Group Limited Supervisor 22 April 2015
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Name of

Start of the term

Expiration of

Name of job provider Position N the term of
employee of office office
Chairman
Jiangsu Guoxin Huaian New Energy Investment Co., Ltd. (CTEfEI(E#E  of the 24 Aoril 2014
LHREFREBRAT ) Supervisory P
Committee
Chairman
Guoxin (Hainan) Longmu Bay Investment Holding Co., Ltd. (El{S (/& of the 26 March 2015
9 ) BENEREIEREIRAT)) Supervisory
Committee
Jiangsu Susu Industrial Park Development Co,, Ltd. (G T#f&#E L £E .
BEEERAT) Supervisor 3 March 2014 7 June 2017
Huaneng Nantong Power Generation Limited Liability Company Supervisor 20 April 2016
Guodian Changzhou Electric Power Generation Co., Ltd. Supervisor 20 February 2014
Parkview Dingshan Hotel Nanjin Co., Itd. Director 19 March 2014
Jiangsu Software Park Real Estate Co., Ltd. Supervisor 23 April 2014
Jiangsu Broadcasting Cable Information Network Investment Co., Ltd.  Supervisor 23 April 2014
Wang Nanjing Mandarin Garden Hotel Co., Ltd. (BEETTIEBEBIREEA Director 23 April 2014
Huiging =)
Jiangsu Xinhai Power Generation Co., Ltd. GIEEEEEEIRAT) Director 27 April 2016
. " L STEF RIS T
J|a/n\gEu Xielian Thermoelectricity Group Co., Ltd. (TEr IV EEE T Director 30 July 2014
IEZN=ID)
Jiangsu Guoxin Liyang Pumped Storage Power Generation Co., Ltd. . .
angsu buox g rur - Direct 27 April 2016
(THEESEE R BERAT) recer e
Chairman
Jiangsu Guoxin Yongtai Asset Disposal Co., Ltd. (GTEFEEIEKEEE of the 10 March 2015
REBRAT) Supervisory
Committee
Convener of
Jiangsu Pharmaceutical Co., Ltd. Supervisory 27 April 2016
Committee
Jiangsu International Talents Advisory Services Co., Ltd. ((TEEIR A )
E@E@%Eﬁﬁﬁﬁ@ﬁl ) ¥ ! = Supervisor 20 February 2016
Jiangsu Guoxin and Xinnan (Erdos) Energy Development Co., Ltd. (GT 18 January
wEEES (IWEH) SRRRERAT) Director 30 July 2014 2017
Jiangsu Expressway Company Limited Director 6 June 2008
Jiangsu Jinghu Expressway Company Limited Director 1 December 2007 1 April 2017
Jiangsu Communications Holding Group Finance Co., Ltd. Chairman 1 August 2011 1 March 2017
Jiangsu Communications Holding Group Finance Co., Ltd. Director 1 March 2017
Jiangsu Yanjiang Expressway Co., Ltd. Director 1 December 2007 1 April 2017
Du Wenvi . - . . 21 December
VI Jiangsu Ocean Shipping Co., Ltd. Director 1 April 2010 2007
Chairman
Jiangsu Expressway Network Operation & Management Co., Ltd. gfthe . 1 December 2007 1 April 2017
upervisory
Committee
Fuanda Fund Management Co., Ltd. Supervisor 1 December 2007
Jiangsu Financial Leasing Co. Ltd Director 1 December 2007
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Name of

Start of the term

Expiration of

Name of job provider Position N the term of
employee of office office
Nanjing Yue Jin Auto Co., Ltd. Director 1 December 2007
Hengtai Insurance Brokerage Co., Ltd. Director 1 April 2012
Guodian Taizhou Power Generation Co., Ltd. Supervisor 1 April 2012
Nanjing Sharelink Venture Capital Co., Ltd. Director 11 May 2009
Zhenjiang Junding Sharelink Venture Capital Co., Ltd. Director 17 January 2013
Du Wenyi Jiangsu Railway Venture Development Co., Ltd. Director 1 December 2014
Bank of Jiangsu Co., Ltd. Director 1 February 2012
Chairman
Jiangsu Squtlhern part of Suzhou-Wuxi-Changzhou Expressway of the . 8 January 2017
Company Limited Supervisory
Committee
Jiangsu International Talents Advisory Services Co., Ltd. CGTEFEEEAA . .
SR AS)) Director 20 April 2016
Jiangsu Hi-tech Venture Capital Co., Ltd. GIER2#RIZEIRERIRAT)  Supervisor 1 March 2015
Changzhou High-Tech Venture Capital Co., Ltd. ( BN SHEMERIZ .
EERAT) Supervisor 1 March 2015
Liu Changzhou Gaorui Venture Capital Management Co., Ltd. (RS & )
Zhihong B EERERAT ) Supervisor 1 March 2015
Jiangsu Wanhao Real Estate Development Co., Ltd. Director 9 February 2017
Jiangsu Govtor Venture Capital Management Co., Ltd. (TEfS %A% .
EEERAT ) Supervisor 8 January 2016
Huatai Zijin Investment Supervisor 19 August 2013
Jiangsu Equity Exchange Co., Ltd. Supervisor 1June 2016
Zhou
Xiang Nanjing Huatai Ruixing Investment Management Co., Ltd. Supervisor 21 November 2016
Huatai Ruilian Funds Management Co., Ltd. Supervisor g&l;lovember
Meng Huatai Asset Management Director 16 October 2014
Qinglin Jiangsu Equity Exchange Director 1June 2016
Zhang . .
Haibo China Southern Asset Management Chairman 18 October 2016
Wu Zufang  Huatai Futures Chairman 5 May 2017
Huatai Futures Chairman 1 November 2013 12%1F7ebruary
Chairman of
Huatai Capital Management (Hong Kong) Limited the Board of 17 September 2015 12 April 2017
Zhang Tao .
Directors
Chairman of 24 September
Huatai (Hong Kong) Futures Co., Ltd. the Board of 2015 P 12 April 2017
Directors
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Expiration of

Mo el Name of job provider Position el .Of SO the term of
employee of office g
office
Huatai Financial Holdings (Hong Kong) Director 10 August 2015
Huatai International Financial Holdings Director 5 April 2017 ;g]l;ebruary
Director 19 August 2013
Huatai Zijin Investment
Jiang Jian Chairman 7 September 2017
Bank of Jiangsu Co., Ltd. Director 16 May 2012
E-Capital Transfer Co., Ltd. Director 8 January 2015
Nanjing Huatai Ruitong Investment Management Co., Ltd. Director 9 December 2013 ;8]Jeanuary
Chairman
Huatai United Securities of the . 7 June 2013
Supervisory
Committee
Huatai Futures le 17 October 2006
chairman
Shu Ben'e
China Southern Asset Management Supervisor ggol\;ovember
Nanjing Huatai Ruixing Investment Management Co., Ltd. Director 21 November 2016 goﬁeébruary
Nanjing Huatai Ruitong Investment Management Co., Ltd. Director 25 December 2012 28]J8anuary
Zhang Hui  China Southern Asset Management Director 18 October 2016
Explanation
of other Nil
jobs
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ll.Remuneration of the Directors, Supervisors and Senior

Decision-making procedures of
remuneration of the Directors,
Supervisors and senior management

The Remuneration and Appraisal Committee of the Board is
responsible for advising the Board on the remuneration structure and
policies of the Directors and senior management of the Company. The
Board makes decisions on matters relating to the remuneration of and
reward and punishment of senior management in accordance with
relevant national policies, and matters relating to the remuneration of
Directors and Supervisors shall be determined at the general meeting.

The basis for determining the
remuneration of the Directors,
Supervisors and senior management

The external Directors and external Supervisors of the Company do not
receive remuneration from the Company; Standard of remuneration
of the independent Directors is determined with reference to that
of the listed peers and based on actual situation of the Company;
Remuneration of internal Directors, employee Supervisors and the
senior management applies relevant policies of governing authorities
and the remuneration assessment system of the Company, and
determined in accordance with job responsibilities and the result of
annual performance, as it is linked to position and performance.

Actual payments of remuneration of
the Directors, Supervisors and senior
management

Please refer to “Changes in Shareholding Structure and Remuneration
of Directors, Supervisors, Senior Management and Staff”

Total remuneration actually obtained
by the Directors, Supervisors and
senior management at the end of the
Reporting Period

Approximately RMB36.2125 million
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In December 2017, the Company approved the resolution on the adjustments of the standard of allowance of the Independent Non—executive
Directors of the Company at the first extraordinary general meeting of 2017, and adjusted the allowance of each Independent Non—executive
Director to RMB20,000 per month (tax inclusive). The adjustment was effective from December 2017.

IV.Changes of Directors, Supervisors and Senior Management

Name Position Change Reason for Change

Ceased to be non-executive Director of the third session

uondadsuj Joj s)usWINd0Q pue Loday [epuRUlY

Sun oy . of the Board and a member of Nominations Committee
Hongning Non-executive Director Resigned under the Board and a member of Remuneration and
Assessment Committee due to job placement
' ’ . Ceased to be vice president of the Company due to
Zhang Tao Vice President Resigned personal work chaﬁges pany
. ' ’ . Ceased to be vice president of the Company due to
Zhang Haibo  Vice President Resigned personal work changes
Ceased to be secretary of the board and of the company
Jiang Jian fgrcr:gtaarp/l gfnghg(r)iasgj arggr(:;t;r‘]?ative Resigned  and authorised representative due to work division and
adjustment
Xu Feng Non-executive Director Elected Elected by the General Meeting
Wang Chong  Chief risk officer Appointed  Appointed by the Board

Zhang Hui Secretary of the board and of the

company & Authorised representative Appointed  Appointed by the Board
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. On June 21 2017, Mr. Sun Hongning submitted resignation as non-executive Director of the Board and member of various special committees under the Board
of the Company due to work arrangement; the 2016 shareholders’ annual general meeting of the Company convened that day considered and approved the
Resolution on Election of Mr. Xu Feng as a non-executive Director of the Fourth Session of the Board, and elected Mr. Xu Feng as a non-executive Director of the
Fourth Session of the Board. As Mr. Xu Feng has obtained the qualification to serve as Director of the securities company as approved by securities regulatory
authority, Mr. Xu Feng will replace Mr. Sun Hongning to serve as a non-executive Director in the fourth session of the Board from the date of resolution and he
shall hold the office till the end of this session of the Board.

On December 21 2016, according to the nomination of Mr. Zhou Yi, president of the Company, the first meeting of the fourth session of the Board of the
Company considered and approved the appointment of Wang Chong as Chief Risk Officer of the Company, and Mr. Wang Chong shall officially take the office
of Chief Risk Officer after applying for and obtaining the qualification as Manager-level Member of Senior Management of a Securities Company. On March 16
2017, the Company received from Jiangsu Securities Regulatory Bureau the Approval for the Qualification of Wang Chong as Manager-Level Senior Management
Memberof the Securities Company (Su Zheng Jian Xu Ke Zi [2017] No. 14). Mr. Wang Chong shall begin to serve as a Chief Risk Officer from the date of resolution
and hold the office till the end of this session of the Board.

On April 26 2017, Mr. Jiang Jian, vice president of the Company, submitted resignation as secretary to the Board of Directors, joint company secretary and
authorized representative of the Company due to work adjustment. On April 26 2017, according to the nomination of Mr. Zhou Yi, president of the Company, the
fifth meeting of the fourth session of the Board approved the appointment of Mr. Zhang Hui as secretary to the Board of Directors, joint company secretary and
authorized representative of the Company, and he shall hold the office till the end of this session of the Board.

On January 10 2017, Mr. Zhang Tao ceased to be vice president of the Company due to work changes.

On May 19 2017, Mr. Zhang Haibo ceased to be vice president of the Company due to work changes.

On 31 October 2017, the authorized representative authorized by the Company under Section 774 of the Hong Kong Companies Ordinance was changed from
Ms. Cheung Lai Fong to Mr. Lee Kwok Tai Louie.

N

w

o ok

Special Committees Under the Board

5 special committees, namely, Compliance and Risk Management Committee, Audit Committee, Development
Strategy Committee, Nomination Committee and Remuneration and Appraisal Committee were established under
the Board, members of which as of 31 December 2017 were as follows:

Compliance and Risk Management Committee (3 in total): Pu Baoying (chairman (convener) of the Compliance and
Risk Management Committee), Zhou Yong and Xu Qing;

Audit Committee (3 in total, including more than 1/2 of independent non-executive Directors): Lee Chi Ming (chairman
(convener) of the Audit Committee), Chen Ning and Yang Xiongsheng;

Development Strategy Committee (3 in total): Zhou Yi (chairman (convener) of Development Strategy Committee),
Gao Xu and Liu Hongzhong;

Nomination Committee (3 in total, including more than 1/2 of independent non-executive Directors): Chen
Chuanming (chairman (convener) of the Nomination Committee), Xu Feng and Liu Yan;

Remuneration and Appraisal Committee (3 in total, including more than 1/2 of independent non-executive Directors):
Chen Chuanming (chairman (convener) of the Remuneration and Appraisal Committee), Xu Feng and Liu Yan.
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VI. Information about the Staff of the Parent Company and Major
Subsidiaries
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() Information about the staff

Number of staff employed by the parent company 5,647 o
el
®

Number of staff employed by major subsidiaries 2,488 2
«
>

The total number of staff employed 8,135 3
<

Number of retired staff of the parent company and 145 s

its subsidiaries that need to be paid for the cost @
3

Profession Composition %
Profession Number of staff

Researchers 260
e

Investment banking professionals 530 -g
o3

Investment professionals 250 %
o
[0

Asset management professionals 238 §
@

Brokers 4,965

Info-tech professionals 538
_Sr!

Administrative professionals 400 %
o
P

Financial professionals 258 '§
>

Compliance and risk control professionals 340 SU_
o

Others 356 %
S

Total 8,135 g
>
3
Education a
g
Level of education Number (persons)

Doctor 100

Master 2,598

Bachelor 4,206

Junior college graduate and below 687

Total 7,591

Note: Due to the internal policies of American corporations, Educational Background statistics do not include AssetMark.

145



. Huatai Securities | HTSC

Demographics of the parent company

Dimensions Items Total
Researchers 137
Investment banking professionals -
Investment professionals 41
Asset management professionals -
Brokers 4,409

Profession

structure Financial professionals 179
Administrative professionals 100
Info-tech professionals 418
Compliance and risk control profes- 201
sionals
Others 62
Doctor 55
Master 1,530

Levels of education
Bachelor 3,513
Junior college graduate and below 549

Total 5,647
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(1) Remuneration policy

The Company attaches importance to the external competitiveness and internal fairness of salary incentive, and
implements a remuneration distribution system based on market standards and weighted by the result of performance

s noqy

evaluation. Staff remuneration of the Company consists of fixed salary, performance bonus and employee benefit.
Pursuant to relevant laws and regulations, the Company makes full payments to social insurances (pension insurance,
medical insurance, unemployment insurance, job-related injury insurance and maternity insurance) and housing
fund accounts for the staff according to regulations. Meanwhile, the Company establishes supplementary commercial
medical insurance plan to provide staff with supplementary medical care. In 2017, the company has set up an enterprise
annuity plan for staff to ensure post-retirement treatment of staff.

Please refer to Note 16 to the combined financial statements in the annual results announcement for employees’
remuneration for the Reporting Period.

(111) Retirement benefits

salba1ens pue sisAjeuy Bunesedo

The Group has provided a pension plan for full-time employees in Mainland China as required by the government.
Namely, the Group pays endowment insurance premiums to the social insurance institution designated by the
government on a monthly basis, which account for a certain percentage of the total salaries of the staff. After the
retirement of the employees, the government is obliged to pay the pensions to them. According to the aforesaid
Defined Contribution Plan (DCP), the Group shall not be liable for the postretirement benefits beyond the above
contributions. Contributions to the Plan will be included in the cost at the time of occurrence.

(V) Training programs

2dURLIBNOY) 83el0dio)

In line with the development trend of industry innovation and transformation, the Company continued to centralize
its training on the aspects including business innovation, induction education, management capability and cultivation
of internal trainers, propelled the training work with a combination of centralized trainings and external trainings as
well as on-site trainings and internet trainings; its annual training plan is implemented smoothly. During the whole
year, the Company completed 38 centralized trainings, 20 Huatai Forums and 180 off-site trainings, with approximately
3,675 participants on site and over 20,000 participants by the way of remote video or internet trainings. 98.6% of the
participants completed the studies provided by the internet training school. In 2017, the Company's internal trainers
provided 365 hours of lectures in total, and developed 144 courses.

VII. Customer Solicitation and Customer Services by the Brokers
Commissioned by the Company

uondadsuj Joj s)usWINd0Q pue Loday [epuRUlY

The Company implements a securities brokerage system in compliance with the regulatory rules. At the end of 2017, the
Company had a total of 1,476 securities brokers.

In building its sales team, the Company upheld the commitment to expand the business in compliance with regulations
and protect the rights and interests of investors, so as to achieve a concentrated and unified management through the
improvement of effective management system covering qualification management, training management, behavioral
code, information inquiry, customer survey, abnormal transaction monitoring, mal-practice punishment, performance
evaluation, etc. The Company and its branches duly performed the responsibilities and watched over each other, as
regular inspection and non-scheduled spotcheck are introduced to ensure the standardization and effectiveness of
management. All the branches of the Company could implement corporate rules on the daily operation management
of sales staff stringently, review and handle the early learn, and properly handle the complaints of customers in time.
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Corporate Governance Report

I. Description of corporate governance

As a public company listed both in the mainland China and Hong Kong, the Company has operated business in a
standard manner and in strict compliance with the requirements set forth in the laws, regulations and normative
documents of the PRC and the overseas jurisdiction where the shares of the Company are listed, and has made
continuous efforts to maintain and enhance the good image of the Company in the market. The Company keeps
improving its corporate governance structure, compliance risk control and internal control system according to
the requirements of the Company Law, the Securities Law, the Regulations on Supervision and Management of
Securities Companies, the Rules for Governance of Securities Companies, the Rules for Corporate Governance of
Listed Companies, the Corporate Governance Code and Corporate Governance Report as set out in Appendix 14 to
the Hong Kong Listing Rules and other relevant laws and regulations as well as the Articles of Associations, in order to
establish a modern corporate system, and shape a corporate governance structure where checks and balances among
the general meeting, the Board, the Supervisory Committee and the operation management are maintained, with
each of them being separated from the other and performing its own functions and responsibilities corresponding to
its position within the specified terms of reference, thereby ensuring all the operational activities of the Company are
carried out smoothly and in accordance with relevant laws and regulations.

(I) Corporate governance

During the Reporting Period, the Company conducted its operations and management in a standard and orderly
manner. Various rules and regulations have been formulated and continuously refined in strict compliance with
the requirements of laws, regulations and normative documents for standardization of its operation. Currently, the
Company has established the following main systems and their public disclosure statuses are set out below:

Main Rules and Regulations of the Company Public Disclosure Status

Has been disclosed publicly on the website of the Shanghai

Articles of Associations Stock Exchange

Rules of Procedures of the General Meeting of the Has been disclosed publicly on the website of the Shanghai
Company Stock Exchange
Rules of Procedures of the Board of Directors of the Has been disclosed publicly on the website of the Shanghai
Company Stock Exchange
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Main Rules and Regulations of the Company

Public Disclosure Status

Terms of Reference of the Special Committees under
the Board of Directors of the Company

Has been disclosed publicly on the website of the Shanghai
Stock Exchange

Working System for Independent Directors of the
Company

Has been disclosed publicly on the website of the Shanghai
Stock Exchange

Rules of Procedures of the Supervisory Committee of
the Company

Has been disclosed publicly on the website of the Shanghai
Stock Exchange

Working Rules of the President of the Company

Has been disclosed publicly on the website of the Shanghai
Stock Exchange

Working Rules of the Secretary to the Board of the
Company

Has been disclosed publicly on the website of the Shanghai
Stock Exchange

Decision Making System of the Company for External
Guarantee

Has not been disclosed publicly

Regulations on the Management of Proceeds of the
Company

Has been disclosed publicly on the website of the Shanghai
Stock Exchange

Decision Making System of the Company for Connected
Transactions

Has not been disclosed publicly

Administrative System regarding Investor Relationship
of the Company

Has not been disclosed publicly

Administrative Measures of the Company for
Information Disclosure

Has not been disclosed publicly

Accountability System for Material Errors of Information
Disclosure in the Annual Report of the Company

Has been disclosed publicly on the website of the Shanghai
Stock Exchange

Internal Reporting System for Material Information of
the Company

Has been disclosed publicly on the website of the Shanghai
Stock Exchange

System regarding Insider Registration and
Management and Confidentiality of the Company

Has been disclosed publicly on the website of the Shanghai
Stock Exchange

Information Disclosure Suspension and Exemption
Management System of Company

Has been disclosed publicly on the website of the Shanghai
Stock Exchange

Management System of Shares Held by Directors,
Supervisors and Senior Executives of Company

Has been disclosed publicly on the website of the Shanghai
Stock Exchange

Annual Report Working Procedures of Audit Committee
Board of Directors of Company

Has been disclosed publicly on the website of the Shanghai
Stock Exchange

Rules on Auditing of Annual Reports of the Company

Has been disclosed publicly on the website of the Shanghai
Stock Exchange

Compliance Management System of the Company

Has been disclosed publicly on the website of the Shanghai
Stock Exchange

Basic Risk Management System of Company

Has been disclosed publicly on the website of the Shanghai
Stock Exchange

Strategic Management System of the Company

Has been disclosed publicly on the website of the Shanghai
Stock Exchange

Mid-term Shareholders' Return Plan of the Company
(2017-2019)

Has been disclosed publicly on the website of the Shanghai
Stock Exchange

During the Reporting Period, the Company revised and improved its Articles of Associations in accordance with

the Company’s implementation of "integration of three certificates into one", the actual condition of non-public

issuance of A-shares, and the Measures for the Compliance Management of Securities Companies and Securities

Investment Fund Management Companies revised and promulgated by China's Securities Regulatory Commission.
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To further improve the corporate governance structure and promote a more standardized operation, the Company
revised and improved the Working System for Independent Directors of the Company. To further standardize the use
and management of the Company's raised funds, improve the efficiency of the use of raising funds, and protect the
legitimate rights and interests of investors, the Company revised and improved the Regulations on the Management
Proceeds of Company. The revision of such systems was approved by the general meeting of shareholders of
Company. To standardize the information disclosure suspension and exemption of the Company and ensure that the
Company complies with the law and compliance with its information disclosure obligations, the Company formulated
the Information Disclosure Suspension and Exemption Management System of Company. To strengthen the
internal supervision, give full play to the role of internal auditing, and promote the lawful enterprises management,
compliance operation and risk prevention, the Company revised and improved the Terms of Reference of the Special
Committees under the Board of Directors. The formulation and revision of such systems were approved by the board
of directors of company. Meanwhile, the Company also revised the Basic Risk Management System of the Company
and Compliance Management System of the Company in accordance with relevant regulations, and obtained
approval of the board of directors of company. In addition, during the Reporting Period, the Company adjusted the
members of the fourth session of the board of directors and the special committee of the board of directors after
the review of board of directors and the approval of the general meeting of shareholders, so as to give full play to its
professional advantages and improve the efficiency and level of decision-making. Through the establishment and
improvement as well as the full implementation of the above systems, the corporate governance structure has been
continuously standardized and improved.

The convening, holding and voting procedures of the general meeting, the Board and Supervisory Committee were
standard, legal and valid, and the Company disclosed truthful and accurate information in a complete, timely and fair
manner. The Company carried out investor relationship management in a standard and professional manner, and
carried out inside information management and registration of insiders in strict compliance with the requirements of
the System regarding Insider Registration and Management and Confidentiality of the Company and other relevant
rules. The Company adhered to the principle of scientificity, standardization and transparency when practicing
corporate governance. The Company was once again rated Class A Level AA in the assessment of securities firms
conducted by CSRC in 2017, and was rated as the highest level A in the 2016 information disclosure evaluation of listed
companies organized by the Shanghai Stock Exchange during the Reporting Period.

1. Shareholders and the General Meeting

The general meeting is the supreme authority of the Company, and all shareholders exercise their powers
through such meeting. The Company convened and held general meetings in strict compliance with the Articles
of Associations, Rules of Procedures of the General Meeting and other relevant regulations, and ensured all
shareholders, especially the minority shareholders, enjoyed equal status and full exercise of their rights. The largest
shareholder and the de facto controller of the Company exercised their rights in accordance with the laws, regulations
and the Articles of Associations, and neither directly or indirectly intervened in the decisions and operations of the
Company beyond the general meeting nor appropriated any fund of the Company or requested the Company to
provide any external guarantee. The Company was completely independent from its largest shareholder and de facto
controller in terms of staff, assets, finance, organization and business.

2. Directors and the Board

The appointment and change of Directors were in strict compliance with the Articles of Associations. The number
and composition of the Board conformed to the requirements of the relevant laws and regulations. The Board has
continuously improved its rules of procedures. All the Board meetings were duly convened and held, and all voting
procedures at the meetings were legal and valid. The Company has established the Working System for Independent
Directors, and all the independent Directors have independently and objectively worked to protect the legitimate
rights and interests of the Company and its shareholders, and played a role of check and balance in the decision-
making process of the Board. All Directors performed their respective responsibilities with due diligence in accordance
with relevant requirements, and worked to protect the interests of the Company and all shareholders.
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There is no financial, business, family or other significant/related relationship between the Directors, Supervisors and
senior management of the Company.

The Company believes that the increasing diversity of the Board is one of the key factors that help support its
strategic objectives and maintain sustainable development. Therefore, the Company should, when determining the
composition of the Board, consider the diversity of Board members in several aspects, including but not limited to
gender, age, cultural, educational background, professional experience, skills, knowledge and popularity in service.
The determination of the members should be based on the value of the candidates and the contribution that
they could make to the Board. All nominations of the Board should be in the principle of “merit-based”. When the
candidates are selected, the benefits from the diversity of Board members should be taken into full consideration
according to their objective conditions. The Nomination Committee will report annually on the diversified composition
of the Board in the annual report, inspect the implementation of the abovementioned policy on diversification of
Board members and review such policy in due course so as to ensure its effectiveness.

. Supervisors and the Supervisory Committee

The appointment and change of the Supervisors were in strict compliance with the Articles of Associations. The
number and composition of the Supervisory Committee conformed to the requirements of the relevant laws and
regulations. The Supervisory Committee has continuously improved its rules of procedure. All the meetings of the
Supervisory Committee were duly convened and held, and all voting procedures at the meetings were legal and
valid. The Supervisory Committee is responsible to the general meeting. Based on the principle of being responsible
to all shareholders, the Supervisory Committee effectively supervised the legality and compliance of the Company’s
finance and the performance of duties by the Board and the management of the Company. All Supervisors diligently
performed their duties, attended all meetings of the Supervisory Committee and sat in the meetings of the Board as
non-voting delegates, made reports to the general meeting and submitted its work report.

Senior Management of the Company

The appointment and change of the senior management were in strict compliance with the Articles of Associations.
The procedures for appointment of senior management complied with the Company Law and the Articles of
Associations. The Company has formulated the Working Rules of the President and the Working Rules of the Secretary
to the Board and other rules and regulations. The senior management of the Company conducted operations and
performed their duties legally and diligently in accordance with the laws, regulations and authorizations of the Board,
in order to maximize shareholders’ benefits and social benefits.

. Information Disclosure and Transparency of the Company

The Company disclosed information in a truthful, accurate, complete and timely manner in strict compliance with
the requirements of laws, rules and relevant regulations, and ensured that all shareholders had an equal access
to the relevant information of the Company, thereby ensuring the transparency of the Company. The Company
strengthened the management of inside information, worked to ensure the confidentiality of inside information, and
safeguarded the principle of fairness in information disclosure in strict compliance with the System regarding Insider
Registration and Management and Confidentiality of the Company. The Board designated the secretary to the Board
to be responsible for the Company's information disclosure, and the Office of the Board also assisted the secretary
in information disclosure. Meanwhile, the Company also arranged specific person to answer telephone enquiries of
investors and questions from investors via e-mails, actively entertained institutional investors during their on-site
survey, and set up an investor relations section on the Company's website.
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6. Stakeholders

The Company gave full respects to the shareholders, customers, staff and other stakeholders and protected their
legitimate rights and interests from the perspective of system building and in each link of business operation, ensured
the development of the Company in a sustainable, harmonious, healthy and standard way, in order to achieve all-win
results for the Company and all stakeholders, thus maximizing the Company'’s profits and social benefits.

During the Reporting Period, according to the requirements of the regulatory departments, the Company further
improved its organizational structure, institutional building and strengthened management of inside information, and
ensured that the actual status of the corporate governance of the Company complied with the requirements of the
normative documents published by the CSRC regarding the corporate governance of listed companies. Meanwhile,
the Company strictly complied with all the code provisions as set out in the Corporate Governance Code and Corporate
Governance Report, and met most of the recommended best practices in the Corporate Governance Code.

(1) Formulation and Implementation of Insider Registration and Management System

The Company formulated the System regarding Insider Registration and Management and Confidentiality in April
2010 in accordance with the requirements of relevant laws and regulations, normative documents and the Articles
of Associations and in light of the actual situation of the Company, which was considered and approved at the 17th
meeting of the first session of the Board, in order to strengthen the management of inside information, maintain the
confidentiality of inside information, ensure fair information disclosure and protect the legitimate rights and interests
of investors.

In December 2011, according to the Provisions on the Establishment of an Insiders Registration and Management
System by Listed Companies (CSRC Announcement [2011] No. 30) by CSRC and the Circular on Filing Records of
Insiders by Listed Companies (SSE Circular [2011] No. 1501) by the Shanghai Stock Exchange, the Company made
amendments to the System regarding Insider Registration, Management and Confidentiality, which were considered
and approved at the 7th meeting of the second session of the Board.

In March 2015, in order to meet the relevant regulatory requirements regarding the listing of the H Shares of the
Company, the Company made amendments to the System regarding Insider Registration and Management and
Confidentiality, which were considered and approved at the 16th meeting of the third session of the Board.

During the Reporting Period, the Company made more efforts to maintain the confidentiality of inside information,
performed its obligation of insider registration, management and confidentiality diligently, kept records of the
names of insiders who had accessed to the inside information at the stage of negotiation, planning, demonstration
and consultation and contracting as well as in the processes of reporting, delivery, preparation, auditing, resolution
and disclosing before its final disclosure in strict compliance with the requirements of System regarding Insider
Registration and Management and Confidentiality, and kept records of information relating to insiders and memos of
progress of major events, in order to effectively prevent insider dealing and properly carry out information disclosure.
During the Reporting Period, the Company organized internal investigation into the dealing of shares and derivatives
of the Company by insiders, and found that none of the holders of inside information had made use of inside
information in share transactions before any significant-price-sensitive-nature information disclosure that may affect
the share price of the Company, and the Company has not received any punishment or administrative measure
imposed by regulatory departments due to the implementation of the Insiders Registration and Management System
or the possible involvement in insider dealing.
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(I11) Corporate Governance Policies and the Board's Responsibilities on Corporate
Governance

During the Reporting Period, the Company has been strict compliance with the Hong Kong Listing Rules, and followed all the principles
in the Corporate Governance Code and the Corporate Governance Report to be its own corporate governance policies. In respect of
the corporate governance function, the terms of reference of the Board shall at least include:

(1) to formulate and review the corporate governance policies and practices of the Company;

(2) to review and monitor the training and continuous professional development of the Directors and the senior management;

(3) to review and monitor the Company's policies and practices on compliance with laws and regulatory requirements;

(4) to formulate, review and monitor the code of conduct and compliance manual (if any) applicable to monitor employees and Directors;

(5) to review the Company's compliance with the Corporate Governance Code and disclosure in the Corporate Governance Report.

(V) Securities Transactions by Directors, Supervisors and Employees

During the Reporting Period, the Company adopted the Model Code for Securities Transactions by Directors of Listed Issuers as set
out in Appendix 10 to the Hong Kong Listing Rules as the code of conduct for securities transactions of the Company by all Directors
and Supervisors. According to the domestic regulatory requirements, the Company convened the 13th meeting of the third session
of the Board on 25 November 2014 to consider and approve the Administrative System regarding the Shares of the Company Held
by Directors, Supervisors and Senior Management (the “Administrative System”) in order to regulate holding and dealing in the
shares of the Company by Directors, Supervisors and senior management. On 6 March 2015, the Company made amendments
to the Administrative System in order to meet the relevant regulatory requirements regarding the listing of the H Shares of the
Company, which were considered and approved at the 16th meeting of the third session of the Board. The compulsory provisions
contained in the Administrative System are stricter than those under the Model Code. Having made all enquiries with Directors,
Supervisors and senior management, the Company confirmed that all Directors, Supervisors and senior management had strictly
complied with the relevant requirements under the Administrative System and Model Code during the Reporting Period. The
Board of the Company will, from time to time, carry out inspection on corporate governance and operation of the Company, in
order to ensure the relevant provisions under the Hong Kong Listing Rules were well observed and to protect the interests of the
shareholders. Please refer to the section of “Directors, Supervisors, Senior Management and Staff” - “I. Changes in Shareholding
Structure and Remuneration”- “(I) Changes in shareholding structure and remuneration of current and retired Directors,
Supervisors and senior management during the Reporting Period"” for details about the shareholding of the Directors, Supervisors
and senior management of the Company.

153

s noqy

salba1ens pue sisAjeuy Bunesedo

2dURLIBN0Y) 83el0dioD)

UO!DSdSU| 10} sjuswind>oq pue LIOdSH |enpueUly




. Huatai Securities | HTSC

Il. Brief Introductions to the General Meetings

Convening

Meeting Ak

Enquiry
index of the
websites
designated
for
publication
of the
resolutions

Resolutions Status

Date of
disclosure
of the
publication
of the
resolution

2016 Annual
General 21June, 2017
Meeting

1. Work Report of the Board of Directors of the Company for
2016;

2. Work Report of the Supervisory Committee of the Company
for 2016;

3. Final Financial Report of the Company for 2016;

4. Resolution on the Profit Distribution Plan of the Company
for 2016;

5. Resolution on the Annual Report of the Company for 2016;

6. Resolution on the Estimated Ordinary Connected
Transactions of the Company for 2017;

7. Resolution on the Estimated Investment Amount of the
Company's Proprietary Business for 2017;

8. Resolution on the Appointment of Mr. Xu Feng as Non-
executive Director of the Fourth Session of the Board of the
Company;

9. Resolution on the Re-appointment of the Accounting Firm
of the Company;

10. Resolution on the Revision of Working System of
Independent Directors of Huatai Securities;

11. Resolution on the Provision of Guarantee on the Net Capital
of the Company's Wholly-owned Subsidiary Huatai Asset
Management;

12. Resolution on General Authorization of Domestic and
Overseas Debt Financing Instruments of the Company;

13. Resolution on Recommending the General Meeting to the
Grant of General Mandate to Issue Shares to the Board;

14. Resolution on the Company's Compliance with Conditions
of Non-public Issuance of New A Shares;

15. Resolution on Proposal of the Company’s Non-public
Issuance of New A Shares;

16. Resolution on the Feasibility Analysis Report of the Use of
the Proceeds Raised from the Non-public Issuance of New
A Shares by the Company;

17. Resolution on the Report of the Use of the Proceeds Raised
in the Previous Issuance of Shares of the Company;

18. Resolution on the Dilution of Current Returns and
Remediate Measures upon the Non-public Issuance of New
A Shares of the Company;

19. Resolution on the Company's Shareholder’s Interim Return
Plan for the yeas from 2017 to 2019;

20. Resolution on Requesting the General Meeting to
Authorize the Board and its Authorized Person to consider
the Relevant Matters of the Non-public Issuance of New A
Shares;

21. Resolution on the Amendments to the Articles of
Associations of Huatai Securities;

22. Debriefing of Working Report of Independent Director of
the Company for 2016;

23. Debriefing of the Report on Performance Assessment and
Remuneration of the Directors of the Company for 2016;

24. Debriefing of the Report on Performance Assessment and
Remuneration of the Supervisors of the Company for 2016;

25. Debriefing of the Report on Execution of Duty, Performance
Assessment and Remuneration of Senior Management of
the Company for 2016.

http://www.
All resolutions sse.com.cn
were http://www.
consideredand  hkexnews.hk
approved http://www.

htsc.com.cn

22 June,2017

The first
extraordinary
general meeting
in 2017

27
December,
2017

1. Resolution on the Amendments to the Regulations on the http://www.
Management of Proceeds of Huatai Securities; All resolutions sse.com.cn

2. Resolution on the Adjustment of Standard of Allowance of we http://www.
the Independent Director of the Company; reconsidered hkexnews.hk

3. Resolution on the Amendments to the Articles of and approved http://www.
Associations of Huatai Securities. htsc.com.cn

28
December,
2017

154



Annual Report | 2017

Explanations on general meetings

During the Reporting Period, the Company held two general meetings in total, the details of which are as follows:

The 2016 annual general meeting of the Company, with scene & network voting methods adopted, was held in Renaissance Nanjing Olympic Centre Hotel (No.
139, Aoti Street, Jianye District, Nanjing). The general meeting was organized by the Board of Directors and hosted by the Executive Director — Zhou Yi. Certain
Directors, Supervisors and the secretary to the Board attended the meeting and certain senior management of the Company and witnessing lawyers employed
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by the Company and relevant personnel of Computershare Hong Kong Investor Services Limited sat in the meeting. The meeting was convened and held and
its voting method was in conformity with relevant regulations such as Company Law and Articles of Associations and so on. Details of relevant announcements
on the resolutions of the general meeting can be found at http://www.sse.com.cn (the Shanghai Stock Exchange website), http:/www.hkexnews.hk (disclosure
website of Hong Kong Stock Exchange), our Company’s website http://www.htsc.com.cn and China Securities Journal, Shanghai Securities News, Securities Daily
and Securities Times published on 22 June, 2017.

The Company'’s first extraordinary general meeting in 2017, with scene & network voting methods adopted, was held in Renaissance Nanjing Olympic Centre
Hotel (No. 139, Aoti Street, Jianye District, Nanjing). The general meeting was organized by the Board of Directors and hosted by the Executive Director- Zhou
Yi. Certain Directors, Supervisors and the secretary to the Board attended the meeting and certain senior management of the Company and witnessing

g

lawyers employed by the Company and relevant personnel of Computershare Hong Kong Investor Services Limited sat in the meeting. The meeting was
convened and held and its voting method was in conformity with relevant regulations such as Company Law and Articles of Associations and so on. Details of
relevant announcements on the resolutions of the general meeting can be found at http://www.sse.com.cn (the Shanghai Stock Exchange website), http://
www.hkexnews.hk (disclosure website of Hong Kong Stock Exchange), our Company’s website http://www.htsc.com.cn and China Securities Journal, Shanghai
Securities News, Securities Daily and Securities Times published on 28 December, 2017.

None of the shareholders of the Company are holders of preference shares with voting rights recovered. Therefore, none of the extraordinary general meetings
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was convened by holders of preference shares with voting rights restored, nor was any general meeting proposed to be convened, convened or chaired by the
holders of preference shares with voting rights recovered during the Reporting Period.

lll. Meetings of the Board during the Reporting Period

A
8
o
. (0]
mae:qtelﬂg Time Meeting Form and Place Meeting Motion Status g)’
[0
>
By means of on-site & video %
meetings. Address: Large
Conference Room,
Floor 12, Building 1, Huatai
Securities
Square, No. 228, Middle =
Jiangdong §
Road, Nanjing; Conference Room o
| (HD Video Conference Room), -?
Huatai United Securities, Floor 6, S
Building A, Fengming “g’_
International 1. Resolution on Organization Restructuring of the Al o
The 2nd Building, No. 22, Fengsheng Alley, Subsidiaries in Hong Kong; resolutions 2
l\:l\eeFtlng f\f 1 March, z/(.lgheng District, Beijing; HD 2. Resolution on the Company's Donation of  were g
tSeessizlrjwrct)f the 2017 Clo icf)ere nce Room, Shanghai RMB1,000,000 for Poverty Alleviation; considered 5"
Board Branch 3. Resolution on the Company’s Donation for the and >
Office of Huatai Securities, Floor  Charity Federation of Jiangsu Province. approved. -Elg
25, 5
Poly Plaza, No. 18, Dongfang Road, >
Pudong New Area, Shanghai; HD
Video
Conference Room, Huatai
Financial
Holdings (Hong Kong), Floor 58,
The
Centre, No. 99, Queen's Road
Central,
Hong Kong.
The 3rd Al .
Meeting of Resolution on the Work Program for resolutions
17 March ) ) ) were
the Fourth By means of teleconference Implementation of Comprehensive Risk .
Session of the 2017 Management Requirements. considered
Board and
approved.
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Meeting Time Meeting Form and Place Meeting Motion Status
Name

1. Work report of the president of the Company for

2016;

2. Final financial report of the Company for 2016;

3.Financial budget report of the Company for

2017,

4. Proposal on profit distribution plan of the

Company for 2016;

5. Work report of the Board for 2016;

6. Resolution on the annual report of the

Company for 2016;

7. Resolution on the annual compliance report of

the Company for 2016;

8. Resolution on the annual risk management

report of the Company for 2016;

9.Resolution on the internal control assessment

report of the Company for 2016;

10. Resolution on the social responsibility report

of the Company for 2016;

11. Proposal on the estimated ordinary connected

transactions of the Company for 2017;

12. Proposal on the estimated investment amount

of the Company's proprietary business for 2017; All
The 4.th By means of on-site meeting. 13.Proposal on electing Mr. Xu Feng as the non-  resolutions
Meeting of Address: Large Conference ) ) )

30 March o " executive Director of the fourth session of the  were
the Eourth 2017 Room., .Floor 12, Building 1, Hluata| Board: considered
Session of the Securities Square, No.228, Middle ! ) )

Board Jiangdong Road, Nanjing. 14.Resolution on re-appointment of the and
accounting firm for the Company; approved.

15. Resolution on General Authorization
of Domestic and Overseas Debt Financing
Instruments of the Company;

16.Report on performance assessment and
remuneration of the Directors of the Company in
2016;

17. Report on execution of duty, performance
assessment and remuneration of the senior
management of the Company in 2016;
18.Resolution on convening the general meeting
of the Company for 2016;

19.Debriefing of the work report of independent
Directors of the Company for 2016;

20.Debriefing of the report on the performance
of duties of the Audit Committee of the Board for
2016;

21.Debriefing of work report of the Compliance
Director of the Company for 2016;

22. Examination on report on execution of the net
capital and risk control indicator of the Company
for 2016.
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Meeting Time Meeting Form and Place Meeting Motion Status
Name

By means of on-site & video

meetings. Address: Large

Conference Room,Floor 12, 1. Resolution on the first quarterly report of the

Building 1, Huatai Securities Company of 2017.

Square, No. 228, Middle 2. Resolution on appointment of secretary

Jiangdong to the Board, joint secretary and authorized

Road, Nanjing; Conference Room representative;

| (HD Video Conference Room), 3. Resolution on increasing the business scale

Huatai United Securities, Floor 6, of share pledge repurchase transactions of the

Building A, Fengming Company; Al
The 5th International 4. Resolution on amendments to the Basic System resolutions
Meeting of ) Building, No. 22, Fengsheng Alley,  of Risk Management of the Company;

26 April, . S ) were

the Fourth Xicheng District, Beijing; HD 5. Resolution on amendments to the Terms of )

. 2017 ) . ) considered
Session of the Video Reference of the Specialized Committees of the and
Board Conference Room, Shanghai  Board of Huatai Securities; apbroved

Branch 6. Resolution on amendments to the Working PP ’
Office of Huatai Securities, Floor ~ System of Independent Director of Huatai
25, Poly Plaza, No. 18, Dongfang  Securities;
Road, Pudong New Area, 7 Resolution on the provision of guarantee on
Shanghai; HD Video the net capital of the Company's wholly-owned
Conference Room, Huatai subsidiary — Huatai Asset Management;
Financial 8.Resolution on addition of agenda for the
Holdings (Hong Kong), Floor 58,  general meeting of the Company in 2016.
The Centre, No. 99, Queen's Road
Central, Hong Kong.
1. Resolution on Recommending the General
Meeting to the Grant of General Mandate to Issue
) ) Shares to the Board;
By means of on-site & video . , . .
. 2. Resolution on the Company's Compliance with
meetings. Address: Large o :
Conditions of Non-public Issuance of New A
Conference Room, Floor 12,
Building 1, Huatai Securities Shares;
gl . 3. Resolution on Proposal of the Company's Non-
Square, No. 228, Middle : ¢ )
Jiangdong public Issuance of New A Shares;
" 4. Resolution on the Plan for the Company's Non-
Road, Nanjing; Conference Room ;
) public Issuance of New A Shares;
| (HD Video Conference Room), ) s )
S - 5. Resolution on the Feasibility Analysis Report of
Huatai United Securities, Floor 6, .
Building A Fenamin the Use of the Proceeds Raised from the Non-
Internationagl ! g 9 public Issuance of New A Shares by the Company; Al
The 6th - 6. Resolution on the Report of the Use of the Raised )

. Building, No. 22, Fengsheng Alley, ) ) resolutions
Meeting of ) S in the Previous Issuance of Shares of the Company;

26 May, Xicheng District, Beijing; HD ) - were
the Fourth ) 7. Resolution on the Dilution of Current Returns )

. 2017 Video ) ) considered
Session of the . and Remediate Measures upon the Non-public

Conference Room, Shanghai and
Board Issuance of New A Shares of the Company;
Branch approved.

Office of Huatai Securities, Floor
25, Poly Plaza, No. 18, Dongfang
Road, Pudong New Area,
Shanghai; HD Video
Conference Room, Huatai
Financial

Holdings (Hong Kong), Floor 58,
The

Centre, No. 99, Queen's Road
Central, Hong Kong.

8. Resolution on the Company's Shareholder'’s
Interim Return Plan for the years from 2017 to 2019;
9. Resolution on the Interim Capital Planning for
the years from 2017 to 2019;

10. Resolution on Requesting the General Meeting
to Authorize the Board and its Authorized Person
to consider the Relevant Matters of the Non-public
Issuance of New A Shares;

11. Resolution on the Amendments to the Articles of
Associations of Huatai Securities;

12. Resolution on Adjustment of the Organizational
Structure of the Headquarters and the Duties of
Relevant Departments.
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iy Time Meeting Form and Place Meeting Motion Status
Name
The 7th IrAeilsolutions
Meeting of Resolution on the composition adjustment of
26 June, . . ) . were
the Fourth By means of teleconference. certain special committees of the Fourth Session .
. 2017 considered
Session of the of the Board.
and
Board
approved.
1. Resolution on interim report of the Company
for 2017;
2. Resolution on interim compliance report of the
Company for 2017;
3. Resolution on interim adjustment program of Al
The 8th By means of on-site meeting. financial budget of the Company for 2017, resolutions
Meeting of Address: Large Conference 4. Resolution on the Amendments to the
11 August, o . - were
the Fourth 2017 Room, Floor 12, Building 1, Huatai  Regulations on the Management of Proceeds of considered
Session of the Securities Square, No.228, Middle ~ Huatai Securities; and
Board Jiangdong Road, Nanjing. 5. Resolution on the Adjustment of Standard of approved
Allowance of Independent Non-executive Director PP '
of the Company;
6.Regulatory report on net capital computation
sheet and risk control indicator of the Company
of the first half year of 2017.
The 9th Resolutions
Meeting of 18 ) , . were
Resolution on the Company's Donation for the .
the Fourth September, By means of teleconference. ) ) X . considered
. Charity Federation of Jiangsu Province.
Session of the 2017 and
Board approved.
By means of on-site & video 1. Resolution on the third quarterly report of the
meetings. Address: Large )
Company in 2017;
Conference Room, Floor 12, . . )
o : - 2. Resolution on formulation of the Information
Building 1, Huatai Securities ) ) ) All
The 10th ) Disclosure of Suspension and Exemption of .
) Square, No. 228, Middle ) oo resolutions
Meeting of 30 ) . Management System of Huatai Securities;
Jiangdong Road, Nanjing; ) ) were
the Fourth October, 3. Resolution on amendments to the Compliance .
. Conference Room | (HD . o considered
Session of the 2017 ) - Management System of Huatai Securities;
VideoConference Room), Huatai ) ) and
Board ) o . 4. Resolution on amendments to the Articles of
United Securities, Floor 6, Building approved.

A, Fengming International
Building, No. 22, Fengsheng Alley,
Xicheng District, Beijing

Associations of Huatai Securities;
5.Resolution on convening the first extraordinary
general meeting of the Company in 2017.

Note: Details of relevant announcements on the resolutions of the Board can be found on the website of the Shanghai Stock Exchange (http:/www.sse.com.
cn), the website of Hong Kong Stock Exchange (http://www.hkexnews.hk) and our Company’s website (http://www.htsc.com.cn) and China Securities Journal,

Shanghai Securities News, Securities Daily as well as Securities Times.
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IV. Meetings of the Supervisory Committee during the Reporting

Period
Meeting Time I e Meeting motion Status
name place
) 1. Work report of the Supervisory Committee for 2016;
By means of on-site o .
) 2. Proposal on profit distribution plan of the Company in 2016;

The 2nd Meeting. Address: } )

i 3. Resolution on the Company's annual report for 2016; All
Meeting of Small Conference ) o ' )

4. Resolution on the Company's internal control evaluation resolutions

the Fourth Room, Floor 12,

. 30 March, L ) report for2016; were
Session of Building 1, Huatai ) .

2017 n 5. Report on performance assessment and remuneration of the  considered
the Securities Square, No. ) )

) ) Supervisors in 2016; and
Supervisory 228, Middle o . . .
: ) 6. Debriefing of report on internal audit of the Company in 2016;  approved.
Committee Jiangdong Road, e . . .
" 7. Debriefing of work plan on internal audit of the Company in
Nanjing
2017.
By means of on-site
The 3rd Meeting. Address: The
Meeting of Small Conference resolution
the Fourth 26 April Room, Floor 12, Was u
Session of prik Building 1, Huatai Resolution on the first quarterly report of the Company in 2017. )

2017 n considered
the Securities Square, No. and
Supervisory 228, Middle

approved.
Committee Jiangdong Road,
Nanjing
By means of on-site
The 4th Meeting. Address: The
Meeting of Small Conference '
resolution
the Fourth 11 August Room, Floor 12, Was
Session of gust Building 1, Huatai Resolution on interim report of the Company for 2017. .

2017 » considered
the Securities Square, No. and
Supervisory 228, Middle

approved.
Committee Jiangdong Road,
Nanjing
The By means of on-site
) Meeting. Address:
5thMeeting The
Small Conference .
of Room Floor 12 resolution
the Eourth 30 October, Building 1, Huatai Resolution on the third quarterly report of the Company in 2017. was-
Session of 2017 » considered
the Securities Square, No. and
Supervisor 228, Middle approved
pervisory Jiangdong Road, PP '
Committee Nanjing

Note: Details of relevant announcements on the resolutions of the Supervisory Committee can be found on the website of the Shanghai Stock

Exchange (http://www.sse.com.cn), the website of Hong Kong Stock Exchange (http://www.hkexnews.hk) and our Company's website (http://

www.htsc.com.cn) and China Securitieslournal, Shanghai Securities News, Securities Daily as well as Securities Times.
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V. Performance of Duties of Directors

() Attendance of Directors at Board Meetings and General Meetings

Attendance
Attendance at Board meetings at general
meetings
Whether
Name of o gk NUES] o\r/\gatta:;
Director isrt]c?elsgr?dent r’r?geBt(i)r?r(i she failed to Times of
aep: Ing Attendance Attendance by  Attendance by attend the attendance
Director requiring - Absence o
T et in person teleconference proxy meeting in at general
during the person for two meetings
9 T consecutive
V times
Zhou Yi No 9 9 3 - - No 2
Pu Baoying No 9 5 3 4 - No 1
Gao Xu No 9 8 3 1 - No 1
Chen Ning No 9 7 3 2 - No 2
Sun
Hongning No 5 1 1 4 - Yes
Xu Feng No 4 4 2 - - No 1
Zhou Yong No 9 8 3 1 - No 2
Xu Qing No 9 8 3 1 - No 1
Chen
Chuanming Yes 9 6 3 3 - No 2
Liu Yes 9 8 3 1 - No 2
Hongzhong
Lee ChiMing  Yes 9 9 3 - - No 2
Yang Yes 9 8 3 1 - No 1
Xiongsheng
Liu Yan Yes 9 7 3 2 - No -
Explanation on the failing to attend Board meetings in person for two consecutive times
Due to business engagement, Mr. Sun Hongning failed to attend Board meetings in person for two consecutive times.
Number of Board meetings held within the year 9
Of which: number of on-site meetings 6
Number of meetings held by teleconference 3

Number of meetings held both on-site and via teleconference -

(1) Objections raised by Independent Non-Executive Directors

During the Reporting Period, no objections were raised by independent non-executive Directors to resolutions at
Board meetings or other meetings.

(1) Board of Directors and the operation management

1. Composition of the Board
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According to the relevant regulations of Articles of Associations of the Company, the Board shall be composed of 13
Directors, with the number of independent Directors accounting for at least 1/3 of the total number; the Board shall have
one staff representative Director who is selected by the Company's staff in a democratic way via congress of workers and
staff, general membership meeting or other forms and is directly allowed to enter the Board. On December 21, 2016, the
non-staff representative Director of the fourth session of the Board was selected in the Company’s third extraordinary
general meeting in 2016. During the Reporting Period, as considered and approved in the general meeting of 2016, the
Company adjusted the members of the fourth session of the Board. As of the Reporting Period, there were 12 members
in the Board, including 1 executive Director (Zhou Yi), 6 non-executive Directors (Pu Baoying, Gao Xu, Chen Ning, Xu
Feng, Zhou Yong, Xu Qing) and 5 independent non-executive Directors (Chen Chuanming, Liu Hongzhong, Lee Chi
Ming, Yang Xiongsheng, Liu Yan), and congress of workers and staff will be held as soon as possible to select one
appropriate staff representative Director to perform the duty of Director in the Board.

The Directors are elected or changed via the general meeting for a term of three years, from the date on which their
appointments are approved by the general meeting and their qualifications of being Directors of securities companies
are obtained and approved by the CSRC or its delegated authority. Directors are eligible for re-election upon the
expiration of their terms. However, the successive terms of independent non-executive Directors may not be more than
6 years. According to relevant regulations of Rule 3.13 of the Hong Kong Listing Rules, the Company received the annual
written confirmation from each independent non-executive Director with regards to his/her independence. Based on
these confirmations and the relevant information available to the Board, the Board continues to confirm that they are
independent.

The Company covered liability insurance for Directors, Supervisors and senior executives according to the authorization
of the 2014 annual general meeting, to protect them from the compensation liabilities that may arise from performing
their duties and to reasonably avoid management risk and legal risk which the Directors, Supervisors and senior
management maybe exposed to, and to encourage them to earnestly fulfil their duties and responsibilities.

. Duties and Responsibilities of the Board

The Board is the decision-making body of the Company, which is responsible to report its work to the general
meeting. According to the Articles of Association of the Company, the Board shall exercise the following major
functions and powers: to convene general meeting and report to general meeting; to carry out the resolutions
of the general meetings; to resolve on the business & investment plans of the Company; to prepare annual
financial budget plan and final accounting plan of the Company; to prepare profit distribution plan and loss
remedy plan of the Company; to formulate proposals on increasing or decreasing the registered capital, issuing
bonds or other securities and the listing plan thereof; to formulate plans for material acquisition, purchase of
shares of the Company, merger, division, dissolution or transformation of the Company; to determine, within
the authority granted by the general meeting, such matters as external investment, acquisition and disposal of
assets, asset mortgage, external guarantee, consigned wealth management, connected transactions, etc.; to
decide on the establishment of the Company's internal management organizations; to appoint or dismiss the
Company's president and secretary to the Board; to appoint or dismiss the vice president, financial controllers
and other senior management of the Company according to the nominations by the president, and to decide
the matters on their remuneration and rewards as well as penalties; to set up the basic management system
of the Company; to formulate the proposals for any amendment to the Articles of Associations; to manage the
Company's information disclosure; to propose to the general meeting the appointment or replacement of the
accounting firms which provide audit services for the Company; to listen to the work reports of the president and
review his/her work; to formulate the risk control system of the Company; to determine Directors' remunerations
and distribution plan thereof; and to exercise other functions and powers authorized by laws, administrative
regulations, departmental rules or the Articles of Associations.

. Duties and Responsibilities of the Operation Management

According to the Articles of Associations of the Company, the principal person in charge of operational management
of the Company shall report the conditions of the signing and execution of material contracts, usage of fund as well
as profit and loss of the Company to the Board or Supervisory Committee as required by the Board of Directors or
Supervisory Committee. The principal person in charge of the operation and management refers to the Company's
president, or the person in charge of the management committee or executive committee exercising the power
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of the president of the Company. The Company's president shall be responsible for the Board, and exercise the
following functions and powers: to manage the daily business operations of the Company, organize and implement
the resolutions of the Board, and report work to the Board; to formulate the development plan, annual operational &
investment plans of the Company; to organize and implement the plan for the establishment of internal management
structure of the Company; to prepare the plan for the setting of internal management of the Company to formulate the
basic management system of the Company; to prepare the specific rules of the Company; to represent the Company
to handle important external businesses and matters; to propose to the Board for the appointment or removal of the
Company's vice president, financial controller, chief compliance officer, chief risk officer and other senior management;
to decide to appoint or dismiss executives except for those who are appointed or dismissed by the Board; to decide
the rewards and punishments, promotion and demotion, salary increase and decrease, appointment, dismissal and
recruitment of staff of the Company; to temporarily handle the emergencies in business activities which shall be decided
by the Board and reported to the Board after that; and to exercise other functions and powers authorized by the Articles
of Associations or the Board.

4. Implementation by the Board of resolutions passed at general meetings

1) On 9 October 2015, Proposal on General Mandate for Issuance of Domestic Debt Financing Tools by the Company
was reviewed and passed at the Company's first extraordinary general meeting of the Company in 2015. According to
the resolution, after being approved by Letter on Unanimity for Listing Transfer of Privately Placed Bonds of Huatai
Securities Co., Ltd. (SZH [2016] No. 2333) of the Shanghai Stock Exchange, the Company completed the non-public
issuance of bonds of RMB31 billion during the Reporting Period.

2) On 9 October 2015, Proposal on General Mandate for Issuance of Domestic Debt Financing Tools by the Company
was reviewed and passed at the Company's first extraordinary general meeting of the Company in 2015. According
to the resolution, after being approved by Letter on Unanimity for Listing Transfer of Subordinated Bonds of Huatai
Securities Co., Ltd. in 2016 (SZH [2016] No. 1832) of the Shanghai Stock Exchange, the Company completed the non-
public issuance of subordinated bonds of RMB7 billion during the Reporting Period.

3) On 21 June 2017, the 2016 annual shareholders general meeting of the Company considered and approved the
Company's Proposal on Annual Profit Distribution for 2016. According to the resolution, during the Reporting Period,
based on a total share of 7,162,768,800 on 31 December 2016, the Company distributed a total of RMB3,581,384,400.00
to all shareholders with every 10 shares in cash dividend of RMB5.00 (including tax); and all remaining undistributed
profits will be distributed annually after carry-over. During the Reporting Period, the profit distribution plan was
completed.

4) On 21 June 2017, the 2016 annual general meeting of the Company considered and approved the Proposal of the
Estimated Ordinary Connected Transactions in 2017 of the Company. According to the resolution, during the
Reporting Period, for details of the actual performance of regular ordinary connected transactions of the Company,
please refer to "Major Events” “XIl. Material Connected Transaction” of this report.

5) On 21 June 2017, the 2016 annual shareholders general meeting of the Company considered and approved the
Proposal of the Estimated Investment Amount of the Company's Proprietary Business in 2017. According to the
resolution, during the Reporting Period, related business indicators of the Company were controlled within the

authorized scope of the shareholders' general meeting.

6) On 21 June 2017, the 2016 annual shareholders general meeting of the Company considered and approved the
Proposal of Electing Mr. Xu Feng as the Non-Executive Director of the Fourth Session of the Board. According to
the resolution, during the Reporting Period, Mr. Xu Feng replaced Mr. Sun Hongning to perform duties of a non-
executive director of the fourth session of the Board, after obtaining official reply from China Securities Regulatory
Commission Jiangsu Bureau on approving the qualification for acting as a director of the Company.

7) On 21 June 2017, the 2016 annual shareholders general meeting considered and approved the Proposal of Re-
appointment of the Accounting Firm of the Company. According to the resolution, during the Reporting Period, the
Company continued to appoint KPMG Huazhen LLP to handle 2017 annual financial statements and the internal
control auditing services for the Company and its subsidiary companies, and to issue the audit report of A shares and
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Internal Control Auditing Report; the Company also appoint KPMG for auditing services of H Shares for the Company,
and to issue audited report of H Shares.

8) On 21 June 2017, the 2016 annual shareholders general meeting considered and approved the Proposal of Provision
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of Guarantee on the Net Capital Guarantee for the Fully-owned Subsidiary Huatai Securities Asset Management
(Shanghai) Co., Ltd. According to the resolution, during the Reporting Period, the Company provided the highest
quota of RMB1.9 billion of newly increased net capital for its fully-owned subsidiary Huatai Securities Asset
Management (Shanghai) Co., Ltd.

9) On 21 June 2017, the 2016 annual shareholders general meeting considered and approved a series of proposals,
including the Proposal of the Company’s Non-public Issuance of New A Shares. According to the resolution, during
the Reporting Period, the Company, in accordance with provisions of relevant laws, regulations and normative
documents, unified its own actual situation and actively promoted the Non-public Issuance of A shares, in order to
improve the Company's operating efficiency and market competitiveness and guarantee the Company's sustainable
and long-term development. As at the end of the Reporting Period, the Company's Non-public Issuance of A shares
was yet to be approved by China Securities Regulatory Commission.
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10) On 21 December 2017, the Company considered and approved the Proposal of Adjusting of the Standard of Allowance
of the Company's Independent Non-executive Directors in the first shareholders' extraordinary general meeting of
the Company in 2017.According to the resolution, the Company adjusted the allowance standard of the independent
non-executive directors to RMB20,000 per person per month (including tax).

5. Training of Directors

Trainings are provided to Directors on an on-going basis. The Company attaches great importance to the ongoing
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training of Directors, to ensure that the Directors form an appropriate understanding of the operation of the
Company and its business and they understand their duties and responsibilities as directors as required by the
CSRC, the Shanghai Stock Exchange, the Hong Kong Stock Exchange and as stipulated in the Articles of Associations
and other relevant laws and regulatory requirements. During the Reporting Period, the Company's Directors attach
great importance to updating professional knowledge and skills, to adapt to the needs of the development of
the Company. In addition to participation in regular training held by regulatory organizations and self-regulatory
organizations and complete required ongoing trainings, the Office of the Board also prepared the Work Newsletter of
the Company regularly and sent it to the Directors to enable them to understand the latest policies and regulations
and industrial trends and enhance their knowledge and understanding of the culture and operation of the Company.
In addition, the Company continuously improved the internal work procedures, established multi-level information
communication mechanism, and set up information communication platform, in order to ensure the access to
information for Directors to perform their responsibilities and constantly improve their overall performance capability.

During the Reporting Period, the main trainings of the Directors were as follows:
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Director

Date Organizer Content Training Location
Name

The Stock Exchange of Hong Kong:
Zhou Yi 5 May 2017 Clifford Chance Directorship and the Role and
Function of Board Committee

Nanjing (network
video training)

The Stock Exchange of Hong Kong:
5 May 2017 Clifford Chance Directorship and the Role and
Function of Board Committee

Nanjing (network
video training)

Pu Baoying
Jiangsu Provincial
9 June 2017 Association for Listed New Rules on Reduction of Shares Nanjing
Companies

The Stock Exchange of Hong Kong:
Gao Xu 5 May 2017 Clifford Chance Directorship and the Role and
Function of Board Committee

Nanjing (network
video training)
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Z!re;‘cetor Date Organizer Content Training Location
The Stock Exchange of Hong Kong: .
5 May 2017 Clifford Chance Directorship and the Role and \'/\‘izzjcl)rl?a(i:?rfwfrk
Function of Board Committee g
Chen Ning
Jiangsu Provincial
9 June 2017 Association for Listed New Rules on Reduction of Shares Nanjing
Companies
The Stock Exchange of Hong Kong: .
air; nin 5 May 2017 Clifford Chance Directorship and the Role and \'/\‘izzjérlfa(i:?r:w)ork
gning Function of Board Committee g
18 September China Executive o
2017- 22 , Training on Enhancement of .
Xu Feng Leadership Academy ) . Shanghai
September Pudon Leadership Ability
2017 9
The Stock Exchange of Hong Kong: Nanjing (network
Xu Qing 5 May 2017 Clifford Chance Directorship and the Role and videJo t?ainin )
Function of Board Committee g
The Stock Exchange of Hong Kong: Nanjing (network
Zhou Yong 5 May 2017 Clifford Chance Directorship and the Role and videJo tngainin )
Function of Board Committee g
The Stock Exchange of Hong Kong: .
Chen ) 5 May 2017 Clifford Chance Directorship and the Role and Nanjlng (lniatwork
Chuanming ) . video training)
Function of Board Committee
The Stock Exchange of Hong Kong: .
5 May 2017 Clifford Chance Directorship and the Role and al’;‘aer;gtfr\:\iln(ir:‘et)\/vork
Function of Board Committee g
12 July 2017- 13 Shanghai Stock The. Second Phase of FOHOW,—UP
July 2017 Exchange Training for Independent Directors of ~ Wuhan
L Y g Listed Companies 2017
iu
Hongzhong 19 September Fudan University Fgrenglj D|rect Inves_tment and Pebt Shanghai
2017 Financing in Emerging Economies
24 October ) ) Exploring the Risk-Return Tradeoff in )
2017 Fudan University China Shanghai
20 December Fudan University Bond F|rwance, Bank Finance, and Bank Shanghai
2017 Regulation
The Stock Exchange of Hong Kong:
5 May 2017 Clifford Chance Directorship and the Role and :/_:323 tKrc;?ngin(n)etwork
Lee Chi Function of Board Committee g
Ming _
12 July 2017- 13 Shanghai Stock The. Slecond Phase of FOHOW. up
July 2017 Exchange Training for Independent Directors of ~ Wuhan
Listed Companies 2017
The Stock Exchange of Hong Kong: .
)Y(?gr? shen 5 May 2017 Clifford Chance Directorship and the Role and \I/\lizr;gntgr;a(i:(ierfw)ork
g g Function of Board Committee g
20 February Shanahai Stock The 48" Phase of Qualification
2017- 23 Exchagn o Training for Independent Directors of ~ Shanghai
February 2017 4 Listed Companies
Liu Yan

5 May 2017

Clifford Chance

The Stock Exchange of Hong Kong:
Directorship and the Role and
Function of Board Committee

Beijing (network
video training)
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(IV) Chairman and President

Chairman and President are two different positions, and according to the provisions of the Articles of Associations,
the chairman is the legal representative of the Company, responsible for managing the operations of the Board,
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ensuring that the Board acts in compliance with the best interests of the Company, ensuring the effective operation
of the Board, ensuring that the Board has fulfilled its responsibilities, ensuring that discussions about all significant
matters are held so that Directors get accurate, timely and explicit data. President manages the daily work of the
Company, attends Board meetings, reports to the Board and exercises the functions and powers according to the

responsibility scope of the president.

On 21 December 2016, in the first session of the fourth Board meeting, the Company elected Mr. Zhou Yi as the fourth
chairman of the Board and continued to hire Mr. Zhou Yi as the president of the Company. According to provisions
of A.2.1 of "Corporate Governance Code", the roles of the chairman and chief executive shall be separate and should
not be performed by the same individual at the same time. Given the fact that Mr. Zhou Yi has been supervising daily
operation and management of the Company, formulating strategies of the Company and its business, nominating
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and determining senior management personnel of the Company since he joined the Group in August 2006, the Board

believes that Mr. Zhou Yi simultaneously assuming the duty of effective management and business development is in
the best interest of the Company. As a result, the Board thinks that the Company's arrangement is appropriate even
in the circumstance that it contradicts the provision of A.2.1 of "Corporate Governance Codes". Despite the above
situations, the Board thinks that this management structure of the Company is effective and has enough checks and
balances.

(V) Non-executive Directors
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As of the end of the Reporting Period, the Company has 6 non-executive Directors, 5 independent non-executive
Directors. For details of their terms of office, please refer to “Directors, Supervisors, Senior Management and Staff”, “I.
Changes in Shareholding Structure and Remuneration” and “(I) Changes in shareholding structure and remuneration
of current and retired Directors, Supervisors and senior management during the Reporting Period"” in this report.

(VI) Performance of duties by Independent Non-Executive Directors
(1) Regular reporting of relevant works
In the annual report compilation process, independent non-executive Directors of our Company have performed all

the responsibilities according to the requirements of the CSRC and the provisions of the Work System of Independent
Directors of the Company.
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On 25 January 2017, in the first meeting of the Audit Committee of the fourth session of Board in 2017, the Audit
Committee listened to the report of the auditing work schedule, annual auditing focus and pre-auditing work of the
Company in 2016 by relevant personnel from KPMG Huazhen LLP, and made discussion and communication with
relevant personnel from KPMG Huazhen LLP. Two of the three members in the Audit Committee are independent
non-executive Directors, who put forward opinions and suggestions to the supplement and perfection of the 2016
Annual Audit Plan of the Company from different perspectives in their roles as members of the Audit Committee and
as independent non-executive Directors.

On 7 March 2017, in the second meeting of the Audit Committee of the fourth session of the Board in 2017, the Audit
Committee considered and approved the Proposal on the 2016 Annual Audit Plan of the Company. Two of the three
members in the Audit Committee are independent non-executive Directors, who examined the 2016 Annual Audit Plan
of the Company from different perspectives in their roles as members of the Audit Committee and as independent
non-executive Directors.

On 29 March 2017, in the third meeting of the Audit Committee of the fourth session of the Board, the Audit
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Committee examined the 2016 Annual Financial Statements of the Company, the 2016 Annual Report, the Internal
Control Evaluation Report of 2016, the performance of duties of the Audit Committee in 2016 and the Internal Auditing
Plan of 2017, etc., checked and approved major events involved in "key auditing events”, etc. of the 2016 Annual
Auditing Report of the Company, and listened to the report on the annual internal auditing work of the Company in
2016. Two of the three members in the Audit Committee are independent non-executive Directors, who examined
relevant proposals and gave opinions from different perspectives in their roles as members of the Audit Committee
and as independent non-executive Directors.

On 2 August 2017, in the fifth meeting of 2017 of the Audit Committee of the fourth session of the Board, the Audit
Committee listened to the report on the interim review of H Shares in 2017 and 2017 Annual Auditing Plan of the
Company by relevant personnel from KPMG Huazhen LLP, and made discussion and communication with relevant
personnel from KPMG Huazhen LLP. Two of the three members in the Audit Committee are independent non-
executive Directors, who made discussions, exchanged views and made comments and suggestions from different
perspectives in their roles as members of the Audit Committee and as independent non-executive Directors.

(2) Consideration about connected transactions

On 30 March 2017, all the independent non-executive Directors of the Company gave independent opinions on Plan
for Proposal on the Estimated Ordinary Connected Transactions of the Company for 2017. They were of the opinion
that the relevant connected transactions were fair with reference to the market price for pricing the transactions
without compromising the interests of the Company and other shareholders; the connected transactions were all
derived in the ordinary operation of the Company and would help carry out the businesses of the Company and bring
some income to the Company; the procedures for approval for relevant connected transactions complied with the
laws, regulations and normative documents as well as Articles of Association of the Company and the Decision Making
System of the Company for Connected Transactions.

(3) Other performance of duties

VI.

On 30 January 2017, all the independent non-executive Directors of the Company gave independent opinions on the
matter of nominating Mr Xu Feng as nominees of the independent non-executive Directors of the fourth session of
the Board. On 30 March 2017, all the independent non-executive Directors of the Company gave special clarification
and independent opinions on external guarantees carried out in 2016, gave special clarification and independent
opinions on fund intercourse between the Company and the controlling shareholders & other related parties, gave
independent opinions on the Proposal on Profit Distribution Plan of the Company in 2016, gave independent opinions
on the internal control evaluation report of the Company in 2016 and gave independent opinions on continuing the
employment of the accounting firm. On 26 April 2017, all the independent nonexecutive Directors of the Company
gave independent opinions on the matter of nomination of Mr. Zhang Hui as the secretary to the Board for the fourth
session of the Board. On 26 May 2017, all independent non-executive Directors of the Company gave independent
opinions on Interim Shareholders Return Plan from 2017 to 2019 of Huatai Securities Co., Ltd.

IMPORTANT ADVICE AND RECOMMENDATIONS FROM THE
SPECIAL COMMITTEES OF THE BOARD IN PERFORMING
DUTIES DURING THE REPORTING PERIOD AND DISCLOSURE OF
DISSENTING EVENTS

The Board has established the Development Strategy Committee, Compliance and Risk Management Committee,
Audit Committee, Nomination Committee, and Remuneration and Appraisal Committee.
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(1) Development Strategy Committee of the Board

The major duties of the Development Strategy Committee of the Board include: 1. Understanding and grasping the
complete situation of the Company's operation; 2. Understanding, analysing and grasping the current situation of
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the international and domestic industry; 3. Understanding and grasping the relevant policies of the State; 4. Studying
the short-term, medium-term and long-term development strategies of the Company or relevant issues; 5. Providing
consultancy advice on the Company's long-term development strategies, major investments, reforms and other major
decisions; 6. Considering and approving the special study report on the development strategy; 7. Publishing daily
research reports in regular or irregular manner; and 8. other duties assigned by the Board.

During the Reporting Period, the Development Strategy Committee of the Board convened a total of two meetings,
the details of which were as follows:

1. The Development Strategy Committee of the fourth session of the Board convened the first meeting of 2017 by way
of teleconference on 24 February 2017 and considered and approved the Resolution on Organization Restructuring
of Subsidiaries in Hong Kong.
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2. The Development Strategy Committee of the fourth session of the Board convened the second meeting of 2017 on
25 April 2017 and considered and approved the Resolution on the Company Providing Net Capital Guarantee for its
Wholly-owned Subsidiary, Huatai Securities (Shanghai) Asset Management Co., Ltd.

Attendance of members of the Development Strategy Committee at meetings held during the Reporting Period: o

Name Attendance in person/Number of meetings requiring attendance &

)

o

Zhou Yi (Chairman) 2/2 §

3

Gao Xu 2/2 ®
Liu Hongzhong 2/2

(1) Compliance and Risk Management Committee of the Board

The main duties of the Compliance and Risk Management Committee include: 1. Considering and approving the
general objective and basic policies of compliance management and risk management, and putting forward some
suggestions; 2. Considering and approving the establishment of the institution for compliance management and
risk management, and its duties, and putting forward some suggestions; 3. Evaluating the risk for major decisions
to be considered and approved at the Board meeting and solutions to such major risks, and putting forward some
suggestions; 4. Considering and approving the compliance report and risk evaluation report required to be considered
and approved by the Board, and putting forward some suggestions; 5. Such other duties as stipulated in the Articles of
Association.
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During the Reporting Period, the Compliance and Risk Management Committee of the Board convened a total of five
meetings, the details of which were as follows:

1. The Compliance and Risk Management Committee of the fourth session of the Board convened the first meeting of
2017 by way of teleconference on 16 March 2017, and considered and approved the Resolution on the Company’s Work
Scheme for Implementing Requirements on Comprehensive Risk Management.

2. The Compliance and Risk Management Committee of the fourth session of the Board convened the second meeting
of 2017 in Nanjing on 29 March 2017, and considered and approved the Resolution on the Annual Compliance Report
of the Company in 2016, the Resolution on the Annual Risk Management Report of the Company in 2016, and the
Resolution on Annual Internal Control Evaluation Report of the Company in 2016. Zhou Yong, non-executive Director
authorized Pu Baoying, the chairman of the committee and a non-executive Director to attend the meeting. Pu
Baoying, the chairman of the committee and a non-executive Director inquired and discussed issues such as the
duties division of the Company's compliance director, the workflow setup of the compliance law department and
other internal control departments, the Company's compliance management system and management method and
the work division of the compliance law department, risk management department and inspecting department. The
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compliance director of the company Li Yun and other relevant personnel in the compliance law department and risk
management department made explanations and descriptions respectively. At the meeting, while fully recognizing
the achievement of compliance and risk control, Pu Baoying, the chairman of the committee and a non-executive
Director, reminded that the Company should pay more attention to relevant regulations on supervision, strengthen
the construction of compliance internal control system, reduce the dead zone from overlapping business operations
between internal control departments and try to comprehensively cover all possible risk exposures.

3. The Compliance and Risk Management Committee of the fourth session of the Board convened the third meeting of
2017 on 25 April 2017, and considered and approved the Resolution on Revising the Company's Basic System of Risk
Management.

4. The Compliance and Risk Management Committee of the fourth session of the Board convened its fourth meeting of
2017 by way of teleconference on 10 August 2017, and considered and approved the Resolution on the Company's 2017
Interim Compliance Report.

5. The Compliance and Risk Management Committee of the fourth session of the Board convened its fifth meeting
of 2017 by way of teleconference on 27 October 2017, and considered and approved the Resolution on Revising
Compliance Management System of Huatai Securities Co., Ltd.

Attendance of members of the Compliance and Risk Management Committee at meetings held during the Reporting

Period:
Name Attendance in person/Number of meetings requiring attendance
Pu Yingbao (Chairman) 5/5
Zhou Yong 4/5
Xu Qing 5/5

(11 Audit Committee of the Board

The main duties of the Audit Committee of the Board include: 1. Supervising and guiding the audit work. It shall
manage and guide the internal audit work planning and audit team construction, regularly listen to and review
the comprehensive report of audit work, annual audit plan and important audit reports, make judgements on the
truthfulness, accuracy and completeness of the audited financial report, and submit them to the Board for reviewing.
It shall supervise the Company’s financial statement and the completeness of the Company’s annual report and
account, interim report and quarterly report and review statements as well as major opinions on financial declaration
in reports. The Committee shall pay special attention to the following matters: (i) Changes in accounting policies and
practices; (i) Matters concerning significant judgment; (i) Significant adjustments due to the audit; (iv) Assumptions
of on-going operations of the Company and its qualified opinions; (v) Compliance with the accounting standards;
and (vi) Compliance with the Listing Rules or relevant laws and regulations of the listing place where the financial
reporting shall be made; 2. Proposing the engagement or changing of external audit institutions and supervising the
professional conduct of external audit institutions, so as to ensure the coordination of internal and external auditors.
Moreover, it shall also ensure that the internal audit function can have enough resources for operation and appropriate
status within the Company and check and supervise its validity; 3. Considering and putting forward suggestions for the
appointment, reappointment, remuneration, appointment terms and any other issues about its resignation or being
dismissed of external auditors. It shall hold the position as the main representative between the Company and the
external auditor and supervise their relationship; 4. Discussing with the external auditors about the nature, scope and
relevant responsibility of audit and frequently check if the audit procedure is valid and whether the external auditor is
objective and independent before carrying out the audit work; 5. Checking the Explanation Letter on Audit offered by
external auditors to the management and any major doubts put forward by the auditors to the management about
the accounting record, financial account or monitoring system as well as response of the management and ensure
that the Board can timely reply to issues put forward in the Explanation Letter on Audit offered by external auditors to
the management; 6. Checking and monitoring the Company'’s financial supervision, risk management and internal
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monitoring system and check the financial and accounting policies and practices of the Company and its subsidiaries;
7. Discussing the risk management and internal supervision system with the management level so as to ensure that the
management level has performed its duty and established a valid internal supervision system; Studying the important
investigations results and responses of the management related to risk management and internal supervision system
actively or as assigned by the Board of Directors; 8. Reporting issues above to the Board; 9. Checking the Company's
following arrangement: Employees of the Company may secretly raise concerns on irregular conducts about
financial reporting, internal monitoring, or other aspects. The Audit Committee shall ensure that there is appropriate
arrangement for the Company to make fair and independent investigation and take appropriate actions on such issues;
10. Studying other projects defined by the Board; 11. Other responsibilities according to the Company's Articles of
Association or the Listing rules or laws and regulations of the place where the Company is listed.

During the Reporting Period, the Audit Committee of the Board convened seven meetings, the details of which were as
follows:

1. The first meeting of the Audit Committee of the fourth session of the Board for 2017 was convened in the way of video
and on-site conference on 25 January 2017. Yang Xiongsheng, the independent non-executive Director authorized
Lee Chi Ming, chairman and independent non-executive director to attend the meeting. At the meeting, the
Audit Committee listened to the report on the arrangement of audit progress of the audit work in 2016, the focus
of annual audit and the situation of pre-audit made by relevant personnel from KPMG Huazheng LLP (special
general partnership), discussed and communicated with relevant personnel from KPMG Huazheng LLP (special
general partnership) and at the same time reviewed the Company'’s first draft of 2016 annual audit report. At the
meeting, Lee Chi Ming, the chairman of the committee and an independent Director, inquired about the situation
of internal control audit of peers in the same industry, the transition from business tax to VAT and the taxation of
asset management products and so on, on which the auditor made full explanation and eliminated the doubts of
directors. On the meeting, the chairman and independent non-executive Director Lee Chi Ming inquired about the
situation of the Company's internal control and long-form audit report and asked the auditor to pay attention to
the regulatory requirements on internal control by U.S. Securities and Exchange Commission (SEC) after acquisition
of AssetMark after listening to the explanation and reporting of relevant personnel from KPMG Huazhen LLP
(special general partnership). The independent non-executive director Chen Ning inquired about the situation
of internal control audit of peers in the same industry, the transition from business tax to VAT and the taxation of
asset management products and so on, on which the auditor made full explanation and eliminated the doubts of
directors.

2. The second meeting of the Audit Committee of the fourth session of the Board for 2017 was convened by the way of
teleconference on 7 March 2017, and considered and approved the Resolution on the Auditing Plan of the Company
for 2016.

3. The third meeting of the Audit Committee of the fourth session of the Board for 2017 was convened in Nanjing
on 29 March 2017, and considered and approved the Financial Final Report of the Company in 2016, the Financial
Budget Report of the Company in 2017, the Proposal on Profit Distribution of the Company in 2016, the Proposal
on Annual Report of the Company in 2016, the Proposal on Internal Control Assessment Report of the Company in
2016, the Report on Performance of Duties by the Audit Committee of the Board of the Company in 2016, the Plan
on Renewal of the Contract with the Accounting Firm, the Proposal on Renewal of the Company's Accountant, the
Proposal on Estimating the Ordinary Connected Transactions of the Company in 2017, the Internal Audit Work Plan
of the Company in 2017. The Committee reviewed or listened to the "Key Audit Issues” and other Important Issues
Involved in the Company’s 2016 Annual Audit Report and the Report on the Company's 2016 Internal Audit Work. The
independent non-executive director and chairman Lee Chi Ming inquired about the Company’s budget structure
of labor expense, the audit results of AssetMark and so on, and suggested the Company to increase the relevant
contents of internal audit. The non-executive director Chen Ning inquired about the influence from transition from
business tax to VAT and suggested the Company to optimize the business and management fee budget table. The
independent non-executive Director Yang Xiongsheng inquired about the net cash flow of operation activities and
risk control indicators and so on and suggested the Company to match financial budget with company strategy.
And relevant personnel from KPMG Huazhen LLP (special general partnership) and the Company’s Plan Financial
Department made detailed explanation.

4. The fourth meeting of the Audit Committee of the fourth session of the Board for 2017 was convened in the way of
teleconference on 25 April 2017, and considered and approved the Resolution on the First Quarterly Report of the
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Company in 2017.

5. The fifth meeting of the Audit Committee of the fourth session of the Board for 2017 was convened in the way of
teleconference and on-site meeting on 2 August 2017. At the meeting, the Committee listened to the report on
the mid-term review of the Company’s H stock and the audit plan of the Company’s 2017 annual report made by
relevant personnel from KPMG Huazhen LLP (special general partnership), discussed and communicated with
relevant personnel from KPMG Huazhen LLP (special general partnership). On the meeting, independent non-
executive director and chairmanLee Chi Ming inquired about the influence of scientific and technological innovation
on IT audit and key audit issues. The non-executive director Chen Ning inquired about the situation of futures risk
reserve presentation and the independent non-executive director Yang Xiongsheng inquired about the subsequent
operation and monitoring of overseas acquired asset and suggested to compare the standard fairs of A+H as to
make fair and careful reflection. And relevant personnel from KPMG Huazhen LLP (special general partnership) and
the Company’s Plan Financial Department made detailed explanation.

6. The sixth meeting of the Audit Committee of the fourth session of the Board for 2016 was convened in Nanjing
on 8 August 2017, and considered and passed the Proposal on the Financial Statement in the First Half Year of the
Company in 2017 and Proposal on Interim Report of the Company in 2017. At the meeting, the independent non-
executive director and chairman Lee Chi Ming inquired about the main reasons for income increase and adjustment
of investment income and expense and so on. The non-executive director Chen Ning inquired about the reason for
budget adjustment and the independent non-executive director Yang Xiongsheng inquired about the audit results
of subsidiaries in America and suggested the Company to optimize the measurement model for explaining income
and expense. And relevant personnel from KPMG Huazhen LLP (special general partnership) and the Company's
Plan Financial Department made detailed explanation.

7. The seventh meeting of the Audit Committee of the fourth session of the Board for 2017 was convened in the way of
teleconference and on-site meeting on 27 October 2017, and considered and approved the Proposal on the Financial
Statement of the Company from January to September of 2017. And the non-executive director Chen Ning authorized
the independent non-executive director Yang Xiongsheng to attend the meeting. The independent non-executive
director and committee chairman Lee Chi Ming inquired about the influence from the new International Financial
Reporting Standards and the Company's preparation against it and the independent non-executive director Yang
Xiongsheng inquired about the reflection of fair value in the income statement, result of risk assessment, etc.
And relevant personnel from KPMG Huazhen LLP (special general partnership) and the Company’s Plan Financial
Department made detailed explanation.

Attendance of the members of the Audit Committee at the meetings held during the Reporting Period:

Name Attendance in person/Number of meetings requiring attendance
Lee Chi Ming (Chairman) 717
Chen Ning 6/7
Yang Xiongsheng 6/7

(IV) Nomination Committee of the Board of Directors

The main duties of the Nomination Committee of the Board include: 1. Reviewing the structure, headcount
and composition (including skills, knowledge and experience) of the Board at least once each year and making
recommendations regarding any proposed changes in the Board in line with the Company’s strategies; 2.
Considering and making suggestions on the criteria and procedures for selection of Directors and senior
management members; 3. Searching for qualified candidates for Director and senior management, and
selecting from the list nominated by Directors or making recommendation to the Board; 4. Reviewing and
making suggestions on the qualification requirements for Director and senior management; 5. Assessing the
independence of independent non-executive Directors; 6. Making recommendations to the Board on the
appointment or reappointment of Directors and succession planning for Directors (in particular the chairman and
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the president); and 7. Other responsibilities stipulated in the Articles of Associations or as required by the Board.
During the Reporting Period, the Nomination Committee of the Board of the Company convened two meetings:

1. The first meeting of the Nomination Committee of the fourth session of the Board for 2017 was convened in the
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way of teleconference and on-site meeting on 29 March 2017. The Proposal on Selecting Mr Xu Feng as Non-
Executive Director of the fourth Session of the Board of Directors of the Company.

2. The Nomination Committee of the fourth session of the Board for 2017 convened its second meeting in on 25
April 2017 by teleconference, and the Proposal on the Appointment of Secretary of the Board of Directors and
Secretary and Authorized Representative of Joint Company was considered and approved.

Attendance of the members of the Nomination Committee at the meetings held during the Reporting Period:
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Name Attendance in person/Number of meetings requiring attendance
Chen Chuanming (Chairman) 2/2
Liu Yan 2/2
Sun Hongning 1/2

(V) Remuneration and Appraisal Committee of the Board of Directors

The main duties of the Remuneration and Appraisal Committee include: 1. Reviewing and providing opinions
on the appraisal and remuneration management system for Directors and senior management, and making
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recommendations to the Board on the Company's overall policy and structure for remuneration of the Directors and
senior management, and on the establishment of a formal and transparent procedure to develop remuneration
policy; 2. Reviewing and approving the management’' remuneration proposals with reference to the Board's
corporate goals and objectives; 3. Conducting assessment on and making recommendations to the Directors and
senior management: making recommendations on the remuneration packages, including benefits in kind, pensions
and compensation payments (including any compensation payable for loss or termination of their appointment),
for certain executive Directors and senior management, and making recommendations to the Board on the
remuneration of non-executive Directors; 4. Considering salaries paid by comparable companies, time commitment
and responsibilities and engagement condition elsewhere in the Group; 5. Reviewing and approving compensation
payable to executive Directors and senior management for any loss or termination of office or appointment to ensure
that it is consistent with the relevant contractual terms. In case of inconsistency with the relevant contractual terms,
the compensation shall be fair and not be excessive; 6. Reviewing and approving compensation arrangements relating
to dismissal or removal of Directors for misconduct to ensure that they are consistent with the contractual terms. In
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case of inconsistency with the relevant contractual terms, the compensation shall be reasonable and appropriate;
7. Ensuring that no Director or any of his associates is involved in determining his/her own remuneration; 8. Other
responsibilities stipulated in the Articles of Association.

The Remuneration and Appraisal Committee of the Board of Directors convened two meetings in the Reporting Period
and the detailed information is as follows:

1. On 29 March 2017, the Remuneration and Appraisal Committee of the fourth session of the Board held its first
meeting for 2017 in the way of teleconference and on-site meeting. Non-executive director Sun Hongning
authorized independent non-executive director and committee chairman Chen Chuanming to attend the meeting.
At the meeting, Report on the Performance Appraisal and Remuneration of Directors of the Company in 2016 and
Report on Responsibilities Fulfillment, Performance Appraisal and Remuneration for Senior Management Personnel
of the Company in 2016 were considered and approved. At the meeting, the independent non-executive director
and chairman Chen Chuanming inquired about the total amount of remuneration of the Company and the General
Manager of the Company's Human Resource Department Zhang Hui made explanation.
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2. On 10 August 2017, the second meeting of the Remuneration and Appraisal Committee of the third session of
the Board for 2017 was held by teleconference and the Proposal on Plan and Target of Performance of Senior
Management Personnel of the Company in 2017 was considered and approved.

Attendance of the members of the Remuneration and Appraisal Committee at the meetings held during the
Reporting Period:

Name Attendance in person/Number of meetings requiring attendance
Chen Chuanming (Chairman) 2/2
Liu Yan 2/2
Sun Hongning 1/2

VII. PERFORMANCE OF DUTIES OF SUPERVISORS

The Supervisory Committee is a supervisory body of the Company and shall be accountable to the general meeting.
As required by the Company Law and Articles of Association, the Supervisory Committee is responsible for monitoring
the Company's financial activities and internal control, and overseeing the legality and compliance of the performance
of duties by the Board, the management and its members.

For the year 2017, in strict compliance with the relevant requirements of the Company Law, the Securities Law, the
Articles of Association and the Rules of Procedures for the Supervisory Committee, the Supervisory Committee of
the Company earnestly performed its duties as required by law and effectively monitored the Company'’s financial
conditions, the legality and compliance of the Board's significant decisions and the performance of duties by the
management, and safeguarded the legitimate rights and interests of the Company and its shareholders acting in the
spirit of being accountable to all the shareholders.

(I) Performance of duties of Supervisors

During the Reporting Period, the Supervisory Committee of the Company convened four meetings. For details, please
refer to "IV. Meetings of the Supervisory Committee during the Reporting Period"” of this section.

All the members of the Supervisory Committee attended the meetings of Supervisory Committee, Board meetings
and the general meetings during the Reporting Period as follows:
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Conditions for attending the Supervisory Committee

Number of Whether or not
: . Attendance Attendance
meetings of he/she failed
Name of S ; at Board at the
; upervisory Attendance to attend the o
Supervisor . Attendance . Attendance L meeting in general
Committee : in the way of Absence meeting in i
o in person by proxy the year meeting
requiring teleconference person for two
attendance successive
in the year times
Yu Yimin 4 3 - 1 - No 8 1
Wang 4 4 - - - No 9 2
Huiging
Du Wenyi 4 3 - 1 - No 6
Liu
Zhihong 4 3 - 1 - No 8 2
Peng Min 4 4 - - - No 9 2
Zhou 4 3 - 1 - No 8 2
Xiang
Meng
Qinglin 4 4 No 7 1
Number of meetings of Supervisory Committee convened during the year 4
Of which: number of meetings held on-site 4

Number of meetings in the way of teleconference -

Number of meetings held on-site and in the way of teleconference -

(I1) Independent opinions of the Supervisory Committee

During the Reporting Period, the Supervisory Committee convened 4 meetings in total in the whole year, at which 10
proposals and reports were considered. The Supervisors sat in all the Board meetings and general meetings of the
Company as nonvoting delegates, monitored the decision-making process of the Board on material matters on a
real-time basis, and kept abreast of the management'’s implementation of the decisions made by the Board through
carefully reading the reports of the Company, including Work Newsletter (monthly) and Brief Report on Audit Work
(quarterly). On this basis, the Supervisory Committee gave independent opinions on the Company's relevant matters
as follows:

1. For the legal operation of the Company: during the Reporting Period, the Company was under legal operation in
compliance with relevant laws and regulations such as the Company Law, the Securities Law and the Articles of
Association as well as the requirements of the Company’s systems. Major operational decisions of the Company
were reasonable, and the decision-making procedures were lawful. The Company established a relatively sound
internal management system and internal control system, under which various regulations were effectively
implemented. During the Reporting Period, the Supervisory Committee found no conducts violating laws,
regulations, Articles of Association or damaging the interests of the Company and its shareholders made by
Directors and senior management of the Company when performing their duties. During the Reporting Period,
there were no material risks in the Company.

2. For the financial aspect: during the Reporting Period, Supervisors of the Company regularly read the main financial
information on the operation of the Company in every month, convened meetings of the Supervisory Committee
to review the quarterly reports, semi-annual reports, annual financial reports, annual evaluation reports on
internal control and other documents of the Company, and checked the business and financial conditions of the
Company. The Supervisory Committee believed that the financial report of the Company for 2017 had been audited
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VIII.

IX.

by KPMG Huazhen LLP which had issued a standard audit report without qualified opinions. The Company's
financial statements were prepared in compliance with the relevant requirements of the ASBE, which truly reflected
the financial conditions and operating results of the Company. Regular reports were prepared and reviewed in
compliance with relevant laws, regulations and various requirements of the CSRC, the contents of which were true,
accurate and complete to reflect the actual conditions of the Company.

3. For the implementation of the registration, management and confidentiality system for inside information holders
of the Company: during the Reporting Period, the Company managed to carry out the registration, management,
disclosure and filing of insider information and kept the confidentiality thereof in accordance with the requirements
of the system, continued to optimize the working procedures, and established Huatai Securities Co., Ltd.
Information Disclosure Suspension and Exemption Management System to standardize the information suspension
and exemption behaviour. There were no incidents found in the Company in violation of inside information holders’
obligations for registration, management and confidentiality.

4. During the Reporting Period, the Company'’s related connected transactions were fair and reasonable, and no
incidents of damaging the rights and interests of the Company and its shareholders were found in the Company.
When considering related matters, independent Directors of the Board of the Company gave independent opinions
and related Directors abstained from voting, the procedure of which was legal and valid.

5. During the Reporting Period, the Company revised the Regulations on the Management of the Proceeds of Huatai
Securities Co., Ltd. to further standardize the Company’s funds raising management. It successfully issued 2
subordinated bonds of RMB?7 billion, privately issued 7 corporation bonds of RMB31 billion and issued 285 income
certificates with an accumulative scale of RMB35.258 billion. Up to 31 December 2017, the inventory amount of
income certificates was RMB19.656 billion. All funds raised were used to supplement the Company's working capital,
which is consistent with the contents disclosed in the prospectus

6. Written review opinions on the annual report of the Company for 2017 prepared by the Board of Directors were as
follows:

The annual report of the Company for 2017 was prepared and reviewed in compliance with the relevant laws,
regulations and requirements of regulatory authorities, the contents of which were true, accurate and complete and
could reflect the actual conditions of the Company.

7. The Supervisory Committee of the Company reviewed the Assessment Report on Internal Control of the Company
for 2017, and had no objections to the contents therein.

RISKS FOUND BY THE SUPERVISORY COMMITTEE IN THE
COMPANY

During the Reporting Period, the Supervisory Committee of the Company had no objections towards the matters under

supervision during the Reporting Period.

EXPLANATIONS ON THE COMPANY'S INABILITY TO ENSURE
INDEPENDENCE AND OPERATE INDEPENDENTLY FROM ITS
CONTROLLING SHAREHOLDER IN RESPECT OF BUSINESS, STAFF,
ASSETS, ORGANIZATION AND FINANCE

The shareholding structure of the Company is relatively decentralized without controlling shareholders. Since its
inception, the Company has been operating in strict compliance with the relevant laws and regulations including
the Company Law and the Securities Law as well as the requirements of the Articles of Association. The Company
is completely separated from its shareholders in respect of business, staff, assets, organization and finance, owns a
complete business system and is capable of operating independently in the market
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. Information about the independence of business

In accordance with the requirements of the Company Law and the Articles of Association, the Company conducts
business on its own pursuant to the law within the operating scope approved by the CSRC, and has obtained
various business materials required for securities business operation with an independent and complete business
system and the ability of self-operation. Its business operation is not controlled or affected by its shareholders
or related parties. The Company can compete in the market independently. Shareholders and related parties
of the Company did not breach the Company's working procedures or intervene in the Company's internal
management or the making of its operational decisions.

. Information about the independence of the staff

The Company set up a dedicated human resources management department, and established independent and
complete systems for labor employment, personnel management, salary management and social security. The
Directors, Supervisors, and senior management of the Company were selected and employed in compliance with
the relevant requirements of the Company Law, the Securities Law, and the Measures for the Supervision and
Administration of the Professional Qualifications of Directors, Supervisors and Senior Management of Securities
Firms and the Articles of Association. The current Directors, Supervisors and senior management of the Company
have obtained the qualifications required for working in securities firms. The senior management of the Company
held no positions in its largest shareholder and actual controller and other enterprises under its control. The
Company adopts an appointment system for the senior management, a labor contract system for all staff, and
enters into Labor Contract with all the staff in accordance with the law. The Company owns independent rights
for labor employment and its staff is independent from the shareholders and enterprises under their control
without any interference from the shareholders.

. Information about the integrity of the assets

The Company owns main business qualifications, land, real estate, vehicles and other operating equipment
required for business operation. The above assets are subject to no mortgage, pledge or other guarantees, and
the Company is the legal owner of these assets. The assets of the Company are independent from its largest
shareholder and other shareholders. As of the end of the Reporting Period, the Company provided no guarantees
for the debts of any of its shareholders and their subsidiaries by using its assets or reputation as the collateral.
The Company had full control and use right over its assets, and there had been no circumstance under which
the interests of the Company were damaged due to the largest shareholder’s occupation of any of its assets and
funds.

. Information about organizational independence

In strict compliance with the requirements of the Company Law and the Articles of Association, the Company has
set up a sound corporate governance structure, under which the general meeting, the Board of Directors, the
Supervisory Committee, the management and the relevant operating management departments are formed. The
general meeting, the Board of Directors, the Supervisory Committee and the management are in good operation
and exercise their respective functions and powers pursuant to the law. The Company owns an independent
and complete system for securities business operation and management, and conducts its business on its own.
The organizations are set up and run in compliance with the relevant requirements of CSRC. The existing offices
and premises of the Company are totally separate from its shareholders without the circumstances of sharing
organizations with them or their direct intervention in the Company’s business activities.

. Information about financial independence

As required by the Accounting Standards for Business Enterprises and the Financial Systems of Securities
Firms, the Company has established an independent financial accounting and management system, set up an
independent accounting department, and employed independent financial accountants. The chief financial
officer and financial personnel of the Company held no positions in its shareholders. The Company has opened
an independent bank account, applied for an independent tax registration and paid taxes in accordance with
laws and regulations. The Company shared no accounts and taxes with its shareholders and related parties.

As of the end of the Reporting Period, the Company provided no guarantees for its shareholders and other
related parties. During the Reporting Period, the Company experienced no peer competition and related-party
transactions resulted from shareholding reform, features of the industry and national policies or mergers and
acquisitions.
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X. APPRAISAL MECHANISM FOR SENIOR MANAGEMENT AND
THE ESTABLISHMENT AND IMPLEMENTATION OF INCENTIVE
MECHANISM DURING THE REPORTING PERIOD

During the Reporting Period, the Company conducted appraisal of its senior management under the principle of
goal-sharing, consistency between management and appraisal, and performance linkage. The overall appraisal
would be conducted on a yearly basis. At the beginning of the year, the Board of Directors would set the performance
appraisal indicators for senior management based on the performance appraisal indicators and goals of the Company
and the functional areas managed by senior management; in the mid-year, the comprehensive review would be
conducted and specific improvement measures would be formulated based on the accomplishment of the goals set
at the beginning of the year; at the end of the year, the Remuneration and Appraisal Committee would be responsible
for the performance appraisal of senior management of the Company. Based on the benefits and the development
of the Company, it would comprehensively appraise the fulfilment of the annual operating goals of the Company and
the responsibilities of its senior management. Meanwhile, based on the results of post performance appraisal and
the policy for remuneration distribution provided by the Company and supervising departments, it would put forward
the amount of remuneration and the reward rule for senior management which would be reported to the Board of
Directors for consideration upon approval by voting.

Xl. RESPONSIBILITY STATEMENT OF INTERNAL CONTROL AND THE
ESTABLISHMENT OF INTERNAL CONTROL SYSTEM

(1) Statement of the Board

As required by the internal control standard system of the Company, the Board of Directors of the Company bears the
responsibility to establish a sound internal control system and put it in place while assessing its effectiveness, and honestly
disclose its evaluation report on internal control. Under the leadership of the Company’s Board of Directors, the Company
established a five-layered internal control organization system consisting of the Board of Directors and its specialized
committees, the Board of Supervisors, the management layer and its specialized committee, internal control function
management department and business operation department, which are with definite and clear responsibility division.
The responsibility of each later is as follows: Each specialized committee shall carry out work under the authorization of the
Board of Directors and provide advisory opinions for the decision making of the Board of Directors. And the Compliance
and Risk Management Committee shall be responsible for planning the Company’s internal control policies and guidelines
and reviewing the Company's major decisions and main activities about internal control; The Audit Committee shall be
responsible for reviewing the Company's internal control, supervising the valid implementation of internal control and self-
assessment of internal control and coordinating internal control audit and other relevant issues. The Supervisory Committee
shall monitor the establishment and implementation of internal control conducted by the Board of Directors. The
management shall be responsible for leading the daily operation of internal control of the Company. The Board of Directors,
Supervisory Committee, Directors, Supervisors and senior management of the Company shall ensure that there are no
false descriptions, misleading statements or major omissions contained in this report, and shall individually and collectively
assume legal responsibilities for the truthfulness, accuracy and completeness of any information contained in this report.

The objective of internal control of the Company is to reasonably ensure the legality and compliance of the operation and
management, the security of the assets, and the truthfulness and completeness of the financial report and its relevant
information, to improve operating efficiency and effectiveness, and to promote the accomplishment of the development
strategy. Due to the inherent limitations of internal control, only reasonable assurance can be provided for the achievement
of the above objectives. In addition, internal control may become inappropriate or the level of compliance with control
policies and procedures may become lower due to the changes of situation, so it may involve certain risks to speculate
the effectiveness of internal control in the future based on the results of internal control evaluation. The Company shall
supervise and conduct self-checking on its internal control, and once any defect is identified in its internal control, it will take
rectification measures immediately.
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(l1) Structure of the internal control system

The Board of Directors of the Company shall be responsible for the effectiveness of internal control of the Company,
and it has set up special committees it, including the Compliance and Risk Management Committee, the Audit
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Committee and the Development Strategy Committee, to comprehensively monitor the effective implementation of
internal control and self-evaluation of internal control. The Company established internal control construction and
continuous optimization leading group to comprehensively lead internal control standardized project construction
and continuously promote the improvement of internal control system. The Company designates Risk Management
Department, Plan Financial Department, and Inspecting Department etc. as internal control management department
and all departments as internal control implementation department to fully cooperate with the improvement
and self-assessment of internal control system, actively rectify defects in internal control and give feedback on
rectification results as required. The audit department shall be responsible for conducting internal control evaluation
independently and implementing certain regular or irregular internal audit and assessment independently on the
Company’s internal control measures annually. During the Reporting Period, the Company was not aware of any
events that had affected the shareholders' equity as a result of material risk management and internal control system
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failure. The Board was in the view that the risk management and internal control system of the Company was effective
and adequate.

(ll) Construction and improvement of internal control system

The Company strictly follows Securities Law of the People's Republic of China, Guidelines for Internal Control of
Securities Firms, Regulation on Supervision and Administration of Securities Firms, Basic Internal Control Norms for
Enterprises, Implementation Guidelines for Enterprise Internal Control and other laws and regulations, practices
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the Company’s internal control management methods, constantly enhances the Company's ability to restrict itself
and effectively prevents and resolves various risks so as to ensure the continuous, stable and rapid development of
the Company's various businesses. The Company makes clear internal control organization structure and division of
responsibilities and sets up internal control construction and continuous optimization leading group to supervise
and promote the internal control construction of the Company. The Company promotes internal control system
construction by developing or revising External Financial Assets, Liabilities and Transactions Statistical Management
Methods, Tax Management and Business Operation Handbook, and Accounting Methods, standardizing operation
procedures and improving control measures. The Company also released information disclosure suspension and
exemption management system, which guarantees the legality and compliance of implementing information
disclosure suspension and exemption. Considering the situation of business operation, the Company focuses on
the update and refinement of the related systems and procedures for innovative business, so as to ensure that
the system and procedures comply with the principles of comprehensiveness, prudence, effectiveness, timeliness
and the like, so as to avoid blank or loopholes in the system and procedures. Starting from prudent operation
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and identification, prevention and resolution of risks, the Company establishes risk matrixes for all businesses and
develops clear control measures to check the effectiveness of control measures with regular assessment.

Relevant internal control systems of the Company'’s financial report are sound, and effectively operated; the quality
of financial report can be guaranteed, and high reliability of financial information can be ensured.

(IV) Basis for the establishment of internal control over financial reporting

Based on documents such as the Basic Internal Control Norms for Enterprises ( { (P2 R ERIZREIEAITFE ) ) and the
Implementation Guidelines for Enterprise Internal Control ( { {E2ERERIZHEIECEIES|) ) jointly issued by the Ministry
of Finance, the CSRC, the National Audit Office, the CBRC and the CIRC, the Guidelines for Internal Control
of Securities Firms ({ E& AT R ERIRFIFE5]) ) issued by the CSRC, and the Guidelines of the Shanghai Stock
Exchange for the Internal Control of Listed Companies ( { Ei8EERXRZ LM AT RERIEEIIES]) ) issued by the
Shanghai Stock Exchange, the Company has established a sound internal control system for financial reporting.

According to the judging standards for major defects, important defects and general defects from the Basic Internal
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Control Norms for Enterprises, the Guidelines for Internal Control of Securities Firms and the Guidelines of the
Shanghai Stock Exchange for the Internal Control of Listed Companies, and in consideration of factors including
the scale of the Company, industry features and risk levels, the Company determined the internal control defects
applicable to the Company and the specific judging standards thereof after researching, which were consistent with
those of the previous year. Major defects refer to the combination of one or more control defects which may cause
the enterprise to significantly deviate from its control objectives. Important defects refer to the combination of one
or more defects, the severity level and economic consequences of which are lower than those of the major defects,
but they may still cause the enterprise to deviate from its control objectives. General defects refer to the defects
other than major defects and important defects.

Based on the above judging standards and in combination with daily supervision and special supervision, during
the Reporting Period, the internal control system and mechanism of the Company were sound and effectively
implemented in the actual work. There were no major defects of internal control over financial reporting found in
the Company.

(V) Operation of internal control system

In 2017, the Company continuously promoted internal control construction. It revised Operation Risk Management
Guideline, Emergency Management System etc., further improved the methodology of operation risk management
and improved internal control system. It launched operation risk and internal control management system (Phase
1) and organized to carry out regular self-assessment and trigger self-assessment of internal control so as to realize
objective assessment of inherent risk, effectiveness of control and residual risk and disclose the defects in internal
control design and implementation effectiveness. The Company enhances the analysis of procedure of high residual
risk, improves relevant control measures and put them into practice, continuously improves control design and
improves the implementation force. The Company also implements internal control examination and specialized
examination of branch organizations and subsidiaries, reminds them of vulnerable links in management and
supervises them to complete problems rectification and improve management quality. The Company carries out
training and guiding of internal control on branch organizations and subsidiaries in batches, imparts application
methods for operational risk management tools and promotes the culture of internal control.

(V1) Internal supervision of the establishment and implementation of internal control

Every year, the Company’s inspecting department will spot check and recheck the control assessment results of
various procedures and implement internal control assessment.

(VII) Internal control defect and its identification

Up to now, no defect in internal control was detected.

(V1) Internal control effectiveness assessment

According to the Basic Norms of Internal Control and its provisions in its supporting guidelines and other regulatory
requirements on internal control as well as the Company's internal control system and assessment methods, the
Company assesses the internal control effectiveness on 31 December 2017 (base date of internal control assessment
report) based on the daily supervision and specialized supervision of internal control.

According to the identification results of major defects in financial report internal control, on the base date of internal
control assessment report, the Company doesn't have major defects in financial report internal control. The Board
of Directors thinks that the Company has maintained effective financial report internal control in all major aspects
according to the enterprise internal control standardized system and requirements in relevant regulations.
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According to the identification results of major defects in non-financial report internal control, on the base date of

internal control assessment report, the Company doesn't have major defects in non-financial report internal control.

From the base date of internal control assessment report to the date on which the internal control assessment report

is sent out, no factor that will affect internal control effectiveness assessment conclusion was occurred.

(IX) Work plan for internal control in 2018

XII.

XIil.

XIV.

In 2018, the Company will continuously promote internal control self-assessment and optimize work scheme and
supervise the implementation. The key contents include: Further improving internal control system according to the
requirements of regulatory institution; Reorganizing the module function and management process of operational
risk and internal control management system, further improving the function of the system according to the operation
status of the system and improving the usability; Enhancing the guidance of subsidiaries and branch institutions
and deepening the application of the three tools for operational risk; Advocating the "high-level management, all
personnel responsible, any violation will be investigated” cultural concept of internal control through the form of on-
site training for subsidiaries.

DISCLOSURE OF SELF-EVALUATION REPORT OF INTERNAL
CONTROL

When disclosing the annual report for 2017, the Company will also disclose the Evaluation Report of Internal Control
of Huatai Securities Co., Ltd. for 2017 at the same time, which will be published on the website of the Shanghai Stock
Exchange (http:// www.sse.com.cn), the website of the Hong Kong Stock Exchange (www.hkexnews.hk) and the
Company's official website (www.htsc.com.cn) on 29 March 2018.

INFORMATION ABOUT THE AUDIT REPORT OF INTERNAL CONTROL

The KPMG Huazhen LLP (Special General Partnership) engaged by the Company conducted an audit on the internal
control of the Company, and issued an audit report of internal control without qualified opinions. When disclosing
the annual report for 2017, the Company discloses the Audit Report of Internal Control of Huatai Securities Co., Ltd. at
the same time, which will be published on the website of the Shanghai Stock Exchange (http:/www.sse.com.cn), the
website of the Hong Kong Stock Exchange (www.hkexnews.hk) and the Company'’s official website (www.htsc.com.cn)
on 29 March 2018.

BUILDING OF THE COMPLIANCE MANAGEMENT SYSTEM OF
THE COMPANY AND THE INSPECTION AND AUDIT FINISHED
BY THE COMPLIANCE AND AUDIT DEPARTMENTS DURING THE
REPORTING PERIOD

The Company always places emphasis on the enterprise culture of operation in compliance with regulations, strict
management, prudent and standard operation. During the Reporting Period, in accordance with the relevant laws and
regulations and the regulatory requirements, the Company further established a sound compliance management
system, improved the organizational structure for compliance management, and continued to strengthen the
compliance management of the Company to keep continuous and standardized development of the business lines of
the Company.

179

s noqy

salba1ens pue sisAjeuy Bunesedo

2dURLIBNOY) 83el0dio)

uondadsuj Joj s)usWINd0Q pue Loday [epuRUlY




. Huatai Securities | HTSC

1. Organizational Structure for Compliance Management

Since its establishment, the Company has been adjusting and improving the organizational structure for compliance
management and the relevant systems based on the changes of the market environment and regulatory
requirements and the development needs of business. In 2017, China Securities Regulatory Commission issued the
Measures for the Compliance Management of Securities Companies and Securities Investment Fund Management
Companies(hereinafter referred to as the "Measures”), and according to requirements of the Measures, the Company
further clarified the compliance duties of the Board of Directors, board of supervisors, senior management, chief
compliance officer, and responsible persons of all departments, all branches and subsidiaries at all levels (hereinafter
referred to collectively as “all subordinate units”) in the Articles of Association and the basic compliance management
system. The current compliance organizational system comprehensively reflects the basic requirements of the
Measures for "full compliance” and “starting compliance management from the senior management”, and a resultant
force situation of sound compliance management organizational structure, clear positioning of responsibilities at all
levels and full compliance is basically created.

The Board of Directors is the supreme decision-making body for compliance management of the Company, bears
ultimate responsibility for the effectiveness of compliance management, decides on the objective of compliance
management and is responsible for the effectiveness of compliance management of the Company; the compliance
and risk management committee under the Board of Directors is responsible for overseeing the overall risk
management of the Company, and controlling the risks within a reasonable range to ensure the internal management
system, business rules, significant decisions and main activities of the Company are in compliance with laws and
regulations, and the risks can be controlled and accepted; the board of supervisors is responsible for supervising
the compliance management and the performance of compliance management duties by directors and senior
management; the senior management assumes the compliance management subject responsibility, implements
the compliance management objective of the Company and is responsible for the whole company’s compliance
management; responsible persons of all subordinate units