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ANNOUNCEMENT ON THE RECEIPT OF ADVANCE NOTICE OF
ADMINISTRATIVE PENALTY FROM THE CHINA SECURITIES REGULATORY
COMMISSION

Reference is made to the announcement of Haitong Securities Co., Ltd. (the "Company" or
"Haitong Securities") dated on 12 April 2024 on the receipt of the Notice of Case Filing
(Zheng Jian Li An Zi No. 03720240050) issued by China Securities Regulatory Commission
("CSRC").

On 19 April 2024, the Company received the Advance Notice of Administrative Penalty (Chu
Fa Zi [2024] No. 56) from the CSRC, the original text of which is as follows:

"The CSRC has completed the investigation on Wang Zelong (F7%#E), Hong Haowei (H it
&), CITIC Securities Capital Management Co., Ltd. (115 a5 & AEH AR A &) ("CITIC
Securities Capital"), CITIC Securities Co., Ltd. Ltd (F {555 H R A &) ("CITIC
Securities"), Haitong Securities and Han Yuchen (¥4 JiZ) in relation to their suspicion of
transferring shares in violation of restrictive provision, and the CSRC intends to impose
administrative penalties on you in accordance with the law. The facts, reasons, and basis of the
violation on which you are based, as well as the relevant rights you enjoy, are hereby informed.

It was found that in July 2022, the application for non-public issuance of A-shares by CNNC
Huayuan Titanium Dioxide Co., Ltd. (T #EHELEA M AR AF]) ("CNNC TD" or the
"Listed Company") was approved by the Issuance Examination Committee of the CSRC.
From July to August 2022, CITIC Securities Capital recommended a long-short plan to Wang
Zelong (L ##E), the actual controller of CNNC TD. According to the plan, "clients can
achieve arbitrage through share issuance (long and short) directly via over-the-counter
derivative trading platforms, settle profits in advance, and do not need to wait for the six-month
lock-up period. Generally, funds and profits can be recouped in about one month".

In September 2022, Wang Zelong (Fi##E) decided to implement private placement arbitrage,
lend securities through CNNC TD employee share ownership plan, and engaged in over-the-
counter derivatives trading with CITIC Securities Capital in the name of an investment
development company (the "Investment Company"). Han Yuchen(¥% WV /&) specifically
implemented the arbitrage scheme and was responsible for coordinating with CITIC Securities
Capital and CITIC Securities.



From September 2022 to February 2023, Wang Zelong (F##E ), Han Yuchen(¥% R’ Ji<), CITIC
Securities Capital and CITIC Securities negotiated the arbitrage business of securities lending,
agreeing that the CNNC TD employee share ownership plan would lend 88 million shares of
CNNC TD, CITIC Securities Capital would designate four private equity fund product
accounts for hedging transactions with shares of CNNC TD, and CITIC Securities would
formulate a securities lending plan.

In November 2022, CITIC Securities Capital initiated preliminary communication with
Haitong Securities regarding the return swap business linked to the non-public issued shares of
CNNC TD.

In December 2022, the Compliance Department and the Risk Management Committee of
CITIC Securities Capital reviewed and approved the application for over-the-counter
derivative transactions linked to approximately 88 million shares of CNNC TD's non-publicly
issued shares. During the same month, a request titled "Regarding the inquiry about the
engagement of a certain investment development company and CITIC Capital in over-the-
counter options with a nominal principal of RMB600 million linked to restricted CNNC TD
shares" was submitted to the risk management department and risk management committee of
CITIC Securities and was approved.

In February 2023, due to insufficient subscription funds from the Investment Company, Wang
Zelong (5 #E) proposed that his friend, Hong Haowei (1:i%54%), join the CNNC TD arbitrage
trading through share issuance and securities lending. Hong Haowei (7% J%) participated and
engaged in over-the-counter derivative trading with CITIC Capital under the name of a certain
Ist private equity securities investment fund ("Fund No. 1").

From 8 February to 10 February 2023, after obtaining internal approval, the Derivatives and
Trading Department of Haitong Securities included the shares of "CNNC TD" into the pool of
its alternatives business and performed the approval process of the Company’s seal for the
subscription documents of the non-public offering of CNNC TD. On 10 February 2023,
Haitong Securities participated in the first round of quotation on the non-public offering of
CNNC TD at the price and subscription amount instructed by CITIC Securities and the issue
price determined on that date was RMB5.92 per share.

On 16 February 2023, Haitong Securities entered into a share subscription agreement in
relation to the non-public offering of shares of CNNC TD and entered into a long return swap
with CITIC Securities in relation to the linked subject of the shares of CNNC TD at a nominal
principal amount of RMB532 million, representing 89,864,900 shares, with CITIC securities
providing the full amount of margin. On the same day, the Investment Company entered into a
vanilla option portfolio contract with CITIC securities in relation to the linked subject of the
shares of CNNC TD with a nominal principal amount of RMB426 million, representing
71,959,500 shares, and Fund No. 1 entered into a vanilla option portfolio contract with CITIC
Securities in relation to the linked subject of the shares of CNNC TD with a nominal principal
amount of RMB89,039,800, representing 15,040,500 shares.

From 6 February to 20 February 2023, the Investment Company entered into a short return
swap with CITIC Securities in relation to the linked subject of the shares of CNNC TD with a
total open position of 71,959,500 shares, representing a nominal principal amount of RMB548
million. From 10 February to 20 February 2023, Fund No. 1 entered into a number of short



return swaps with CITIC securities with a total open position of 15,040,500 shares,
representing a nominal principal amount of RMB114 million.

From 6 February to 14 February 2023, a total of 88,000,000 shares of CNNC TD held by CNNC
TD Employee Share Ownership Plan (1% 8k & TH#51#1) were allocated to four private
equity fund product accounts via the paths designated by CITIC Securities, and the lending
period was renewed to September 2023 through extension and substitution.

From 13 February to 21 February 2023, the four private equity product accounts sold
88,000,000 shares of "CNNC TD" through margin trading, with an average selling price of
approximately RMB7.63 per share and a turnover of approximately RMB671 million.

Wang Zelong (%) failed in informing the Listed Company of his actual participation in
the non-public offering through the above trading arrangements. On 24 February and 3 March
2023, CNNC TD announced a report on its issuance of A shares in connection with the non-
public offering, claiming that there was no involvement, either directly or indirectly, of the
actual controller of the issuer in the capacity of the subjects of the non-public offering.

On 9 March 2023, CNNC TD announced the listing of the non-public issuance of shares, with
the blackout period from 9 March 2023 to 8 September 2023. From 17 March 2023 to 6 April
2023, upon the application by the Investment Company and Fund No.1 to CITIC Securities
Capital for the early termination of all long vanilla option agreements and short return swap
agreements, CITIC Securities Capital closed the corresponding positions and completed the
settlement accordingly. Eventually, Wang Zelong (F 7% #£) made an actual profit of
RMB58,161,993.37 through the Investment Company, and Hong Haowei (4t /%) and Wang
Zelong (T ##E) made an actual profit of RMB14,193,879.43 and RMB2,475,961, respectively,
through Fund No. 1. CITIC Securities Capital did not have any actual profits. CITIC Securities
had a total revenue of RMB1,910,680.83 from the security margin trading business, while
Haitong Securities had a total revenue of RMB789,445.21 from the return swap business.

The above-mentioned facts are evidenced by, including but not limited to, inquiry records,
transaction records, transaction confirmations, information notes, bank account statements, and
announcements of CNNC TD.

The CSRC holds that: (i) the above-mentioned misconducts by Wang Zelong (E#%#E) and
Hong Haowei (¥t /%), which include substantially participating in the non-public issuance
of shares through trading arrangements of derivatives, selling securities lent at market price,
and locking in advance the gains arising out of the price difference from the discount price of
the non-public issued shares, and circumventing the provisions of the blackout period in a
disguised form, has violated Article 36 of the Securities Law of the People's Republic of China
(the "Securities Law") and paragraph 2, Article 38 of the Administrative Measures for the
Issuance of Securities by Listed Companies (revised in 2020), and constitutes an illegal
situation under Article 186 of the Securities Law;

(i1) CITIC Securities Capital has formulated the arbitrage scheme, set up the transaction
structures and provided leveraged capital support to support the share transfers by Wang Zelong
(E¥##E) and Hong Haowei (74£7%54%) in violation of the restrictive regulations. Considering
that CITIC Securities has provided securities lending services to its clients despite knowing
that the purpose of the securities lending by its clients was to obtain arbitrage by issuing private



placement; that Haitong Securities has subscribed for the non-publicly issued shares of CNNC
TD in its own name in accordance with the quotation instructions of CITIC Securities Capital,
which has objectively assisted CITIC Securities Capital and its clients in obtaining the proceeds
therefrom and facilitating their obtaining arbitrage by the issue of private placement; that Han
Yuchen has executed the scheme to obtain arbitrage by the issue of private placements on behalf
of Wang Zelong (L 7##E) and others, the above-mentioned conducts by CITIC Securities
Capital, CITIC Securities, Haitong Securities and Han Yuchen(¥%[ %) are also in violation
of Article 186 of the Securities Law together with Wang Zelong (F-###E) and Hong Haowei

(B 1E);

(iii) during the process of Hong Haowei (L% J%)'s transfer of shares in violation of the
restrictive regulations, Wang Zelong (% #E ) has participated in the negotiation of the scheme
to obtain arbitrage by issue of private placements, and has contacted and advised Hong Haowei
(5 4%) to join in the arbitrage, which constitutes a violation of Article 186 of the Securities
Law together with Hong Haowei (7t¥/%); and

(iv) in the course of the non-public issue of shares by CNNC TD in 2023, Wang Zelong (%
#E), as the actual controller of CNNC TD, has concealed his participation in the non-public
issue of shares through a series of trading arrangements, which resulted in false records in the
report on the non-public issue of A-shares by CNNC TD, and is in violation of, including but
not limited to, paragraph 2 of Article 78 of the Securities Law and Article 40 of the Measures
for Administration of Information Disclosure by Listed Companies (revised in 2021), which
constitutes a violation as prescribed in paragraph 2, Article 197 of the Securities Law.

Based on the facts, nature, circumstances and degree of social harm of the parties' illegal acts,
the CSRC has made a decision to:

I. In accordance with the provisions of Article 186 of the PRC Securities Law, Wang Zelong,
Hong Haowei, CITIC Securities Capital Management Co., Ltd., CITIC Securities Company
Limited, Haitong Securities Co., Ltd., and Han Yuchen were in violation of the restrictive
provisions in respect of share transfer, and were imposed an order for making rectification and
warnings, and confiscated the illegal gains of RMB77,531,959.84, of which Wang Zelong's
illegal gains of RMB60,637,954.37, Hong Haowei's illegal gains of RMB14,193,879.43,
CITIC Securities Company Limited's illegal gains of RMB1,910,680.83, and Haitong
Securities Co., Ltd.'s illegal gains of RMB789,445.21 were confiscated respectively;

A fine of RMB 120,000,000 was imposed on Wang Zelong for the joint illegal act of transferring
shares with CITIC Securities Capital Management Co., Ltd., CITIC Securities Company
Limited, Haitong Securities Co., Ltd. and Han Yuchen in violation of the restrictive provisions,
of which Wang Zelong shall bear 50% (i.e. RMB60,000,000), CITIC Securities Capital
Management Co., Ltd. shall bear 30% (i.e. RMB36,000,000), and CITIC Securities Company
Limited shall bear 15% (i.e. RMB18,000,000), Haitong Securities Co., Ltd. shall bear 4.5%
(i.e. RMB5,400,000) and Han Yuchen shall bear 0.5% (i.e. RMB600,000);

A fine of RMB35,000,000 was imposed on Hong Haowei for the joint illegal act of transferring
shares with Wang Zelong, CITIC Securities Capital Management Co., Ltd., CITIC Securities
Company Limited, Haitong Securities Co., Ltd. and Han Yuchen in violation of the restrictive
provisions, of which Wang Zelong shall bear 30% (i.e. RMB10,500,000), CITIC Securities



Capital Management Co., Ltd. shall bear 30% (i.e. RMB10,500,000), and Hong Haowei shall
bear 20% (i.e. RMB7,000,000), CITIC Securities Company Limited shall bear 15% (i.e.
RMB5,250,000), Haitong Securities Co., Ltd. shall bear 4.5% (i.e. RMB1,575,000), and Han
Yuchen shall bear 0.5% (i.e. RMB175,000).

II. In accordance with Item 2 of Article 197 of the PRC Securities Law, Wang Zelong is
imposed a fine of RMB2,000,000 for his illegal behavior in the information disclosure.

In accordance with relevant provisions in Article 45, 63 and 64 of the Law of the People's
Republic of China on Administrative Penalty and the Rules of the China Securities Regulatory
Commission on Administrative Penalty Hearings, you shall have the right to o make statements
and defenses and request a hearing concerning the administrative penalties intended to be
imposed upon you.

Please fax the Receipt of Advance Notice to the contact person designated by the CSRC within
five business days upon receipt of this notice, and submit the original receipt to the CSRC
Inspection Team on the same day. Failure to do the above within the stipulated period will be
deemed as forfeiting the aforesaid right."

The Company humbly accepts the penalty and commits to a thorough reflection, learning
valuable lessons, and diligently implementing all necessary rectification measures. We will
enhance our compliance and internal control mechanisms, continuously elevate our awareness
and standards of regulatory operations, and diligently apply lessons learned across all areas.
Upholding legality and prudence, we pledge to advance our business activities in strict
compliance with laws and regulations. We will rigorously fulfill our obligations for information
disclosure as required by laws and regulations. To date, the business of the Company is under
normal operations.

The designated information disclosure media for the Company’s H shares are the HKEx’s
website (www.hkexnews.hk) and the Company’s website (www.htsec.com). Please refer to
announcements published or released in the abovementioned media for any information
released by the Company. Investors are advised to invest rationally and pay attention to
investment risks.

By order of the Board
Haitong Securities Co., Ltd
Chairman
Zhou Jie

Shanghai, China

19 April 2024

As at the date of this announcement, the executive directors of the Company are Mr. Zhou Jie
and Mr. Li Jun, the non-executive directors of the Company are Mr. Tu Xuanxuan, Mr. Shi Lei,

Ms. Xiao Hehua and Mr. Xu Jianguo, and the independent non-executive directors of the
Company are Mr. Zhou Yu, Mr. Fan Renda, Mr. Mao Fugen and Mr. Mao Huigang.



