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INTERIM RESULTS ANNOUNCEMENT
FOR THE SIX MONTHS ENDED 30 JUNE 2016

The board (theBoard”) of directors (the Directors’) of China Sanjiang Fine Chemicals Company
Limited (the ‘Company”) wishes to announce the unaudited consolidateerim results of the
Company and its subsidiaries (ti@r'bup”) for the six months ended 30 June 2016.

RESULTSHIGHLIGHTS Six months Six months 2016 1H (for reference
ended ended VS. only)

30 June 30June 2015 1H 2015

2016 2015 Change Full year

RMB’00( RMB’00( % RMB’00(

Revenue 2,884,88 1,897,00: 52.1% 4,966,42
Gross profi 291,04! 191,82( 51.7% 164,44¢
Net profit/(loss attributable to shareholds 176,75t 102,963 71.1% (145,502
Earningy/(loss per share Basic (RMB 17.96 fen 1044 fens 72.0% | (14.79)fen
Interim dividend per share (HK Nil Nil - -
Gross profit margi (%) 1C.1% 10.1% - 3.3%
Net Profit Margin (% 6.1% 5.4% 0.7% N/A
ROE- net profit for theperioc to total equit x 2 14.5% 8.0% 6.5% N/A
Gearing- interestini-bearing borrowings to totassebasit 49.7% 49.5% 0.2% 50.9%

MANAGEMENT DISCUSSION AND ANALYSIS

During the six months ended 30 June 2016 (theriodd under review”), revenue of the Group
increased by approximately 52.1%, primarily resulfeom the ramp-up of two major production
facilities — the MTO production facility and théfhase ethylene oxideEO")/ethylene glycol (EG”)
production facilities and put them into commerapération in Q2 and Q3 of 2015 respectively which
led to the increase in revenue from propylene dafespproximately RMB311 million and increase in
revenue from EG sales by approximately RMB554 millivhen comparing to the first half of 2015.
Net profit attributable to shareholders was apprately RMB177 million and basic earnings per
share was approximately RMB17.96 fens, for the rapnths ended 30 June 2016, representing
increases of approximately 71.7% and 72.0% respdgtas compared with the first half of 2015,
which was primarily attributable to the increasesédvenue and gross profit of the Group from the
full-year effect of capacity expansion and the lpekective tax rate due to unrecognized deferaed t
assets in respect of available tax losses brougiatafds from 2015. The Group has unrecognized
deferred tax assets in respect of available teselsf approximately RMB88.2 million in 2015.




During the first half of 2015, the Group recognizadone-off non-operating income of amount
RMB153 million in relation to thelisposal of Mei Fu Port and if thahe-off non-operating income is
excluded when comparing with the operating perforcea between the first half of 2015 and the first
half of 2016, the Group’s net profit attributable shareholders increased from a loss of RMB50
million for the first half of 2015 to a profit of @B177 million for the first half of 2016.

During the period under review, although the o\agadss profit margin of the Group maintained in a
similar level when comparing to the first half @15, the overall gross profit margin of the Group
improved substantially to 10.1% from 3.3% when canmg to the full year of 2015. After the
commercial operation of MTO production facility @2 of 2015, the ultimate feedstock to the Group,
from vertical integration perspective, has beeritesthito methanol (i.e. the downstream of coal or
nature gas) from ethylene (i.e. a downstream oglanil) and methanol pricing has been fluctuating,
during the full year of 2015 and the period und®riew, in a more stable manner with a range of
around 20% (from 2014 vs. 2015:; an average priceedse of approximately 15%; to 2015 2H vs.
2016 1H: a further average price decrease of appeigly 6%) while ethylene has been fluctuating in
a range of more than 40% (from 2014 vs. 2015: a@mame price decrease of approximately 34%; to
2015 2H vs. 2016 1H: an average price increasemoaimately 8%) during the same period of time
as ethylene, being one of the crude oil-derivapiveducts, is highly sensitive to the fluctuation of
crude olil pricing.

Going forward, management of the Group considegsetlare two dominant factors that affect the
profitability of the Group. One dominant factortie volatility of crude oil pricing — a stable ceudil
pricing would induce a stronger demand for crudieerivative products like ethylene, propylene, EO
and EG as downstream producers are more willingn&ximize their production capacities and
increase the storage level for their finished goafisr production if they have a clearer picture in
terms of their own profitability, which would be teaally deteriorated if crude oil pricing fluctueat
substantially. Crude oil price dropped, since teoad half of 2014, from approximately USD100 per
barrel to approximately USD60 per barrel by Jun&52@nd then further dropped to approximately
USD35 per barrel by the end of 2015 and that dhicgtuation of crude oil did not improve in Q1 of
2016 with price per barrel further dropped to appmately USD30 and then rebounded to
approximately USD38 by the end of Q1 of 2016, whiragged down the demand for crude
oil-derivative products and made the overall gqmsdit margins of the Group in Q1 of 2016 stay in a
level similar to that in 2015. Crude oil pricingbtlized in Q2 of 2016, which led to the improveren
of the market sentiment as to the future movemeatuwle oil pricing and in turn the improvement of
demand for and gross profit margin of crude oilngsive products in Q2 of 2016.

Another dominant factor is whether the Group camimee vertical-integrated with more focus on
downstream products like surfactants (i.e. dowastreof EO and ethylene, from the Group's
perspective) and polypropylene (i.e. downstreampuaipylene, from the Group’s perspective).
Propylene is one of the major outputs of MTO prdidurcfacility and propylene pricing has been
suffering from the increase in supply from Prop&®hydrogenation PDH") since 2015 while the
profitability of polypropylene producers reacheligh-end level of a range for the last 5 yearscivhi
means the pricing of downstream products are velgtistable and more consumer-orientated and
developing a further vertical-integrated productidrain can diversify market risks. During the pério
under review, apart from putting more marketingpefto push surfactant sales, which increased by
approximately 123% in terms of sales volume whengaring to the first half of 2015, the Group also
widened its downstream product mix by building upcadypropylene (PP”) production facility and
put it into commercial operation in July 2016. Thweputs of the PP production facility, on a yearly
basis, are expected to be approximately 300,000 which matches fully with the propylene output
from MTO production facility and all the propyletigat is required for the PP production purpose is
expected to be able to source internally. By widgnihe Group’s downstream product mix to PP,
management of the Group expects the Group’s propyliee business (i.e. propylene sales together
with PP sales) is able to achieve a breakdownipaosit terms of gross profit margin.

Same as last period, the Board will not recommaedayment of an interim dividend.



FINANCIAL REVIEW

Revenue

The breakdown of revenue by products and salesnmlaverage selling price and gross profit margin
of our major products during the periods undereevare set forth below:

Six months Six months

ended 30 June % of ended 30 June % of Variance

" 2016 revenue 2015 revenue +(9)
REVENUE (RMB'000)
Ethylene oxide 1,125,040 39% 1,226,383 65% -8.3%
Propylene 641,892 22% 331,086 17% 93.9%
Ethylene glycol 553,585 19% - - N/A
Cc4 156,509 6% 84,681 5% 84.8%
Surfactants 205,339 7% 93,858 5% 118.8%
Surfactants processing services 25,454 1% 21,708 1% 17.3%
Others 177,061 6% 139,286 7% 27.1%

2,884,880 100% 1,897,002 100% 52.1%

SALES VOLUME (MT)
Ethylene oxide 162,843 185,083 -12.0%
Propylene 139,828 53,373 162.0%
Ethylene glycol 130,013 - N/A
Cc4 45,806 17,501 161.7%
Surfactants 26,934 12,057 123.4%
Surfactants processing services 58,552 50,971 14.9%
AVERAGE SELLING PRICE (RMB)
Ethylene oxide 6,909 6,628 4.2%
Propylene 4,591 6,203 -26.0%
Ethylene glycol 4,258 - N/A
Cc4 3,417 4,838 -29.4%
Surfactants 7,624 7,785 -2.1%
Surfactants processing services 435 426 2.1%
'GROSS PROFIT MARGIN (%)
Ethylene oxide 25.6% 13.9% 11.7%
Propylene -17.3% -6.2% -11.1%
Ethylene glycol 7.9% - N/A
Cc4 -0.3% -0.4% 0.1%
Surfactants 11.8% 13.3% -1.5%
Surfactants processing services 75.4% 74.0% 1.4%

Ethylene oxide sales

During the period under review, the revenue from Efdes amounted to RMB1,125 million,
representing a decrease of approximately 8.3% wberparing to the corresponding period of 2015.
The decrease in EO revenue was primarily due to déerease in sales volume of EO by
approximately 12.0% as the Group was keen on pgstomvnstream sales and retained more EO for
its own surfactants production purpose.



Surfactants sales and Surfactants processing ssvic

During the period under review, the overall sudats production capacity (including production
capacities for both surfactants sales and surfectarocessing services) increased by 35.6% from
63,028MT for the first half of 2015 to 85,486MT ftre first half of 2016. The increase in overall
production capacity was primarily due to more mtrkgefforts the Group put into downstream level.

Propylene sales and Ethylene glycol sales

The Group finished the ramp-up of two major productacilities — the MTO production facility and
the 8"phase EO/EG production facilities and put them icwmmercial operation in Q2 and Q3 of
2015 respectively. The increases in propylene saheks ethylene glycol sales were mainly due to
full-year effect of those ramp-ups.

Gross profit margin

Gross profit margin — Ethylene oxide sales

During the period under review, the gross profirgimaof EO sales improved by 11.7% from 13.9%
in the first half of 2015 to 25.6% in the first half 2016, primarily due to the commencement of
commercial operation of MTO production facility, wh enabled the Group to take up the ethylene
production function on its own and hedged the diskived from the strong ethylene market.

Gross profit margin — Propylene

During the period under review, propylene salesdaegative gross margin of approximately 17.3%
which was primarily resulted from the abnormal Ignicing of propylene, primarily due to the
increase in supply from PDH since 2015.

Administrative expenses

Administrative expenses mainly consist of staffatedl costs, various local taxes and educational
surcharge, depreciation, amortization of land irget$, operating lease rental expenses, auditrfde a
miscellaneous expenses. The increase in adminstratpenses by RMB64.4 million for the period
under review was primarily due to the increasedprdciation and amortization after the ramp-ups of
the MTO production facility and the 5th phase EOf@duction facilities.

Income tax expense

Effective tax rate for the first half of 2016 inased to approximately 10.5%, which was lower than
the normal level of effective tax rate of around®d® 20%. The decrease in effective tax rate was
mainly due to the unrecognized deferred tax asseatsspect of available tax losses brought forwards
from 2015. The Group has unrecognized deferredatsets in respect of available tax losses of
approximately RMB88.2 million in 2015.



CONDENSED CONSOLIDATED STATEMENT OF FINANCE POSITION

At 30 June 2016 — unaudited

Notes
NON-CURRENT ASSETS
Property, plant and equipment
Prepaid land lease payments
Intangible assets
Due from related parties 18
Advance payments for property,
plant and equipment

Investment in a joint venture 7
Prepayments, deposits and other receivables
Available-for-sale investments 11

Deferred tax assets
Total non-current assets

CURRENT ASSETS

Inventories 12
Trade and notes receivables 13
Prepayments, deposits and other receivables

Due from related parties 18
Derivative financial instruments

Available-for-sale investments 11
Pledged deposits 14
Cash and cash equivalents 14

Total current assets

CURRENT LIABILITIES

Trade and bills payables 15
Other payables, and accruals

Derivative financial instruments

Interest-bearing bank and other borrowings 16
Short-term bond 17
Due to related parties 19
Tax payable

Total current liabilities
NET CURRENT LIABILITIES
TOTAL ASSETS LESS CURRENT LIABILITIES

NON-CURRENT LIABILITIES

Interest-bearing bank and other borrowings 16
Deferred tax liabilities

Total non-current liabilities

Net assets

EQUITY

Equity attributable to equity holders of the parent
Issued capital

Reserves

Retained profits

Proposed final dividend 10

Non-controlling interests

Total equity

30 June 31 December
2016 2015
RMB’000 RMB’000
5,808,401 5,78D,46
304,944 308,412
239,663 246,719
48,103 96,451
55,387 58,784
266,011 195,106
338 2,007
1,000 1,000
_ 365 __ 13,183
6,727,502 6,711,126
582,005 499,598
484,472 702,609
8B3,4 548,051
1,042,251 969,259
22,403 20,388
360,961 422,949
489,292 701,464
121,477 91,743
3,636,342 3,956,061
1,181,542 1,254,516
1,037,967 1,331,048
3,988 13,280
BB 3,471,123
626,926 605,868
492 258 325,880
46,064 46,773
6,716,072 7,048,488
3,079,73pD 3,092,427)
3,647,772 3,618,699
385 1,351,850
21,080 18,537
1,214,955 1,370,387
2,432,817 2,248,312
86,048 86,048
704,782 668,801
1,525,140 1,374,769
2,315,970 2,129,618
116,847 118,694
2,432,817 2,248,312




CONDENSED CONSOLIDATED INCOME STATEMENT

For the six months ended 30 June 2016 — unaudited

Notes
REVENUE 4
Cost of sales 6
Gross profit
Other income and gains 4

Selling and distribution cost

Administrative expenses

Other expenses 4
Finance costs 5
Investment income from disposal of Mei Fu Port

Share of profit/(losses) of joint ventures 7
PROFIT BEFORE TAX 6
Income tax expense 8

PROFIT FOR THE PERIOD

Attributable to:
Equity holders of the parent
Non-controlling interests

EARNINGS PER SHARE ATTRIBUTABLE
TO EQUITY HOLDERS OF THE PARENT 9

-  Basic
- Diluted

INTERIM DIVIDEND DECLARED
DURING THE PERIOD 10

Six months ended 30 June

2016 2015
RMB’000 RMB’000
2,884,880 1,897,002
(2,593,885 (1,705,182
291,045 191,820
271,634 450,033
(13,611) (9,614)
(139,334) (74,974)
(147,121) (414,485)
(138,011) (115,869)
- 153,127
7690 24,851)
195,507 155,187
__ (20,998 47,452)
174,909 107,735
176,756 102,963
(1,847) 4772
174,909 107,735
17.96 fens 10.44 fens
17.90 fens 10.38 fens

CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

For the six months ended 30 June 2016 — unaudited

Notes

Net cash flows in respect of operating activities
Net cash flows in respect of investing activities
Net cash flows in respect of financing activities

Net increase/(decrease) in cash and cash equisalent
Cash and cash equivalents at beginning of period
Effect of foreign exchange rate change, net

CASH AND CASH EQUIVALENTS
AT END OF PERIOD 14

Six months ended 30 June

2016 2015
RMB’000 RMB’000
21,801 (603,177)
109,353 397,863
(102,315) 71,676
28,839 (133,638)
91,743 398,790
895 210
121,477 265,362




CONDENSED CONSOLIDATED STATEMENT OF CHANGESIN EQUITY

For the six months ended 30 June 2016 — unaudited

Attributable to owners of the parent

Statutory Available
surplus for-sale Shares Proposed
& safety Capital investment Share repurchased interim/ Non-
Share  production  Treasury Share  redemption  revaluation Merger award for share Retained final controlling Total
Capital reserve shares premium reserve reserve reserve reserve award plan profits dividend Total interests equity
RMB’000 RMB’000  RMB'00C RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’'000 RMB’'000 RMB’'000 RMB’'000 RMB’000
At 1 January 2016 86,048 321,484 - 1,006,429 2,371 (9,510) (627,092 8,131 (33,012) 1,374,769 - 2,129,618 118,694 2,248,312
Profit for the period - - - - - - - - - 176,756 - 176,756 (1,847) 174,909
Change in fair value of available
-for-sale investment, net of tax - - - - - 7,776 - - - - - 7,776 - 7,776
Total comprehensive
income for the period - - - - - 7,776 - - - 176,756 - 184,532 (1,847) 182,685
Appropriation to statutory
surplus/safety production reserve - 26,556 - - - - - - - (26,556 - - - -
Safety production reserve used - (171) - - - - - - - 171 - - - -
2015 final dividend paid - - - - - - - - - - - - - -
Equity-settled share award
arrangement - - - - - - - (2,449) 4,269 - - 1,820 - 1,820
At 30 June 2016 86,048 347,869 - 1,006,429 2,371 (1,734) (627,092 5,682 (28,743 1,525,140 - 2,315,970 116,847 2,432,817
At 1 January 2015 86,048 296,582 - 1,006,429 2,371 (4,500) (627,092 5,292 (33,012) 1,545,173 - 2,277,291 200,424 2,477,714
Profit for the period - - - - - - - - - 102,963 - 102,963 4,772 107,735
Change in fair value of available
-for-sale investment, net of tax - - - - - (861) - - - - - (861) - (861)
Total comprehensive
income for the period - - - - - (861) - - - 102,963 - 102,102 4,772 106,874
Appropriation to statutory
surplus/safety production reserve - 32,621 - - - - - - - (32,62)) - - - -
Safety production reserve used - - - - - - - - - - - - -
2015 final dividend paid - - - - - - - - - - - - - -
Equity-settled share award
arrangement - - - - - - - 1,393 - - - 1,393 - 1,393
At 30 June 2015 86,048 329,203 - 1,006,429 2,371 (5,361) (627,092 6,685 (33,012 1,615,515 - 2,380,786 205,196 2,585,987




NOTESTO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

1

CORPORATE INFORMATION

The Company was incorporated with limited liability the Cayman Islands on 30
January 2009. The registered office address o€Ctrapany is Cricket Square, Hutchins
Drive, P.O. Box 2681, Grand Cayman, KY1 — 1111, ri@ay Islands.

The Company and its subsidiaries (th&rbup”) are principally engaged in the
manufacturing and supplying of ethylene oxide@"), ethylene glycol (EG”), ethylene,
propylene and surfactants. The Group is also emjagehe provision of processing
service for surfactants to customers and the ptamuand supply of other chemical
products such as C4, C5, polymer grade ethylenerahdtrial gases, namely oxygen,
nitrogen and argon. EO is a key intermediary corepoifior the production of ethylene
derivative products such as ethanolamines and ilgtdeers and a wide range of
surfactants. Surfactants are widely applied inedéht industries as scouring agent,
moisturising agent, emulsifier and solubiliser. f3dene is used in a wide variety of
applications including packaging and labeling, itegf stationery, plastic parts and
reusable containers of various types, laboratonipsgent, loudspeakers, automotive
components, and polymer banknotes.

BASIS OF PRESENTATION AND PREARATION

The Group’s unaudited condensed consolidated mténancial statements have been
prepared in accordance with Hong Kong Accountingn8ard (HKAS’) 34 Interim
Financial Reporting. The Group’s unaudited condeénsensolidated interim financial
statements do not include all the information amtldsures required in the annual
financial statements, and should be read in cotjpmevith the Group’s annual financial
statements for the year ended 31 December 2015addminting policies adopted in the
preparation of these unaudited condensed consedidaterim financial statements are
consistent with those followed in the preparationtlee Group’s annual financial
statements for the year ended 31 December 2015.

The unaudited condensed consolidated interim fi@histatements have been prepared
under the historical cost convention. These finAndgtatements are presented in
Renminbi (RMB”) and all values are rounded to the nearest thmlsxcept when
otherwise indicated.

The Group’s unaudited condensed consolidated mténancial statements have been
reviewed by the audit committee of the Company.

Going concern assumption

As at 30 June 2016, the Group’s net current liaddi amounted to approximately
RMB3,079,730,000. The liquidity of the Group ismarily dependent on its ability to
maintain adequate cash inflows from operations swificient financing to meet its
financial obligations as and when they fall dueptaparing the financial statements, the
directors of the Company have considered the Gsospurces of liquidity and believe
that adequate funding is available to fulfill theoGp’'s debt obligations and capital
expenditure requirements.

Accordingly, the consolidated financial statemdrdse been prepared on a basis that the
Group will be able to continue as a going concern.



SEGMENT INFORMATION

For management purpose, the Group did not orgamisebusiness units based on their
products and services and only has one reportgégatng segment. Management
monitors the operating results of its operatingnssgt as a whole for the purpose of
making decisions about resource allocation of parémce assessment.

Entity-wide disclosures - Information about product

The following table sets forth the total revenuenirexternal customers by product
during the periods:
Six months ended 30 June

2016 2015

RMB’00( RMB’00(
Ethylene oxide 1,125,040 1,226,383
Propylene 641,892 331,086
Ethylene glycol 553,585 -
C4 156,509 84,681
Surfactants 205,339 93,858
Surfactants processing services 25,454 21,708
Others 177,061 139,286

2,884,880 1,897,002

Entity-wide disclosures - Geographical information

All external revenue of the Group during each ef pleriods are attributable to customers
established in the PRC, the place of domicile of f&roup’s operating entities.
Meanwhile, the Group’s non-current assets are dvelwingly located in the PRC.
Therefore, no further geographical informationnesented.

REVENUE, OTHER INCOME AND GAINS AND OTHER EXPENSE

Revenue, which is also the Group’s turnover, represthe net invoiced value of goods
sold, net of valued-added tax and government stgebaand after allowances for returns
and trade discounts.

An analysis of revenue, other income and gainsodimel expenses is as follows:

Six months ended 30 June

2016 2015
RMB’'00( RMB’00(
Revenue
Sales of goods 2,854,700 1,871,355
Provision of services 25,454 21,708
Others 4,726 3,939

2,884,880 1,897,002




Six months ended 30 June

2016 2015
RMB’'00( RMB’00(

Other income and gains
Interest/investment income from banks & joint

ventures, available-for-sale investments and

fair value change of financial derivatives 90,923 124,368
Sales in respect of trading of oil and chemicals 17,207 329,624
Government subsidies* 4,439 -
Foreign exchange difference, net (47,251) (1%,76
Other lease income 597 1,986
Gain on disposal/holding of silver, net 1,840 -
Others 3,379 9,823

271,634 450,033

Other expenses
(Reversal)/provision for impairment for

inventory — silver (being part of catalyst) (4213 71,390
Cost of sales in respect of trading of oil and cicaia 176,987 342,684
Investment loss from available-for-sale investments

and fair value change of financial derivatives 482 -
Others 3 411

147,121 414,485

Notes:

* Government subsidies mainly represented incergirexided by local government for the Group
to operate in Jiaxing City, Zhejiang Province, BBC. There are no unfulfilled conditions or
contingencies attached to these grants recognised.

FINANCE COSTS
An analysis of finance costs is as follows:

Six months ended 30 June
2016 2015
RMB’00( RMB’00(
Interest on bank loans wholly
repayable within five years 138,011 115,869
Less: interest capitalized - -
138,011 115,869

PROFIT BEFORE TAX
The Group’s profit before tax is arrived at aftharging:

Six months ended 30 June

2016 2015
RMB’00( RMB’00(
Cost of inventories sold 2,586,344 1,696,666
Cost of service provided 7,491 8,516
Depreciation 203,948 139,804
Recognition of prepaid land lease payments 3,468 4,287
Amortisation of intangible assets 15,114 6,405

Minimum lease payments under operating leases 648 850



INVESTMENT IN AJOINT VENTURE

30 June 31 December

2016 2015
RMB’00( RMB’00(
Share of net assets 194,029 123,124
Goodwill on acquisition 71,982 71,982
266,011 195,106

The Group’s trade and non-trade receivable andipay@alances due from and to joint
ventures are disclosed separately in this annousitem

Particulars of the Group’s material joint ventuaes as follows:

Place and date of

registration and Registered Percentage of
place of paid-up Ownership Voting Profit Prindipa
Name operations capital interest power sharing ivides
Zhejiang Meifu PRC/ US$39,550,000 51% 57% 74.1% nidacture and
Petrochemical Co., Ltd. Mainland China sale of
(“Mei Fu Petrochemical”)* 20March polyethylene
2003 andderivative

products

* On 1 July 2014, the Group entered into contrdctuanagement agreements with the
shareholders of Mei Fu Petrochemical, Guanshengoleen Co., Ltd. (Singapore)
(“Guansheng Petroleum”) and Hangzhou Weiyu Indaistnvestment Co., Ltd. (“Hangzhou
Weiyu”), pursuant to which Guansheng Petroleum tgcithe Group and Hangzhou Weiyu
the rights to operate and manage Mei Fu Petroctaffingm 1 June 2014 to 31 May 2017.

Pursuant to the contractual management agreenmbat§roup and Hangzhou Weiyu have
(a) the rights to operate and manage Mei Fu Petroial; (b) the rights to make decision
over all operational and financial activities of iM@1 Petrochemical, including appointment
of senior management; (c) the rights to receivedib&ibutable profits and the obligation to
fund the losses of Mei Fu Petrochemical generatetl incurred during the contractual
management period according to an agreed percenfagigaring between the Group and
Hangzhou Weiyu of 74.1% and 25.9%, respectivelyor the contractual management
period from 1 June 2014 to 31 May 2017, the Grauphbligated to pay a fixed fee of
RMB14,450,000 to Guangsheng Petroleum. In thisieotion, the Group’s percentage of
profit sharing in Mei Fu Petrochemical increasemfr50% to 74.1% since 1 June 2014.

The above investment is indirectly held by the Camp

On 17 June 2016, the Group entered into the salepanchase agreement with two
related companies, Sure Capital Holdings Limited! allaxing Gangqu Jianghao
Investment Development Company Limited%z & & T /ERrE S E AR AH),
pursuant to which, the Group has conditionally edrto sell its 51% equity interest in
Mei Fu Petrochemical for a consideration of RMBB06,000. The sale and purchase
transaction is yet to be completed as at the datehis announcement. Upon
Completion, the Company will cease to have anyréstein Mei Fu Petrochemical, and
Mei Fu Petrochemical would cease to be a jointwenof the Company.



The following table illustrates the summarised

afinial information of Mei Fu

Petrochemical and Zhejiang Zhapu Meifu Port & Sger&o., Ltd. (“Mei Fu Port”)
adjusted for any differences in accounting policiésir value adjustments and
reconciled to the carrying amount in the finanstakements:

At 30 June 2016

Mei Fu Mei Fu
Port Petrochemical

RMB’000 RMB’000

Cash and cash equivalents - 76,314
Other current assets - 1,361,929
Current assets - 1,438,243

Non-current assets,

excluding goodwill - 1,180,351
Current liabilities - (2,240,64%
Non-current liabilities - (33,153
Net assets, excluding goodwill - 344,795

Reconciliation to the Group’s
interest in the joint venture:
Proportion of the Group’s
profit sharing - 74.1%
Group’s share of net assets of
the H’oint venture,

excluding goodwill - 194,029
Goodwill on acquisition - 71,982
Carrying amount of

the investment - 266,011

Results of the joint ventures

For the six months ended
30 June 2016

Mei Fu Mei Fu
Port Petrochemical
RMB’000 RMB’000
Revenue - 1,252,290
Interest income - 11,537
Cost of sales - (1,029,035)
Depreciation and Amortization - 40,894
Interest expenses - 62,739
Income tax exFense - 31,557
Profit and tota

comprehensive
income for the year - (95,689)
Dividend received - -

INCOME TAX EXPENSE

At 31 December 2015

Mei Fu Mei Fu
Port Petrochemical
RMB’000 RMB’000

- 15,948
- 1,518,460
- 1,534,408

- 1,221,314
- _(2,494,04%
- (12,573
- 249,104

- 74.1%

- 123,124
- 71,982

- 195,106

For the geded
31 December 2015

Mei Fu Mei Fu
Port Petrochemical
RMB’000 RMB’000

(Jan-Apr)
29,976 2,678,626
347 14,164
(4,240) (2,3@9)7
@5 (96,560)

(5,941) ( (27,764)

17,609 75,214

The Group is subject to income tax on an entitysbais profits arising in or derived from
the jurisdictions in which members of the Group doeniciled and operate.

The income tax expense of the Group for the perodsinalysed as follows:

Current - PRC
Charge for the period
Deferred

Total tax charge for the period

Six months ended 30 June

2016 2015
RMB'00( RMB’00(
8,527 58,850
12,071 (11,398
20,598 47,452




Pursuant to the rules and regulations of the Cayislands, the Company is not subject
to any income tax in the Cayman Islands.

Pursuant to the relevant tax law of the Hong Kopgcsal Administrative Region, Hong
Kong profits tax has been provided at the rateG@5b% (2015: 16.5%) on the estimated
assessable profits arising in Hong Kong duringpiiagod.

The Group conducts a significant portion of itsibass in Mainland China and the
applicable income tax rate of its subsidiaries apeg in Mainland China is generally
25% in accordance with the PRC Corporate IncomelBax which was approved and
became effective on 1 January 2008, except foricentities who are entitled to
preferential tax rates of 15%, subject to the apgrof the relevant tax bureaus.

A reconciliation of the tax expense applicable rofip before tax using the statutory rates
in Mainland China to the tax expense at the effediax rates is as follows:

Six months ended 30 June

2016 2015
RMB’00( RMB’00(
Profit before tax 195,507 155,187
Tax at the statutory tax rates 48,877 38,797
Tax effect of tax concession and allowances 0,0 (34,706)
Tax losses not recognised 16,202 7,274
Effect of withholding tax on the
distributable profits of the Group’s
PRC subsidiaries 2,543 10,372
Others (16,977) 25,715
Tax charge at the Group’s effective rate 20,598 47,452

EARNINGS PER SHARE ATTRIBUTABLE TO EQUITY HOLDERSOF THE
PARENT

The calculation of basic earnings per share ansasritased on the profit for the period
attributable to ordinary equity holders of the parand the weighted average number of
ordinary shares in issue during the period.

The calculation of diluted earnings per share artous based on the profit for the
period attributable to equity holders of the parédriie weighted average number of
ordinary shares used in the calculation is the rarmolb ordinary shares in issue during
the period, as used in the basic earnings per sladgelation, and the weighted average
number of ordinary shares assumed to have beerdissuno consideration on the
deemed exercise of all dilutive potential ordinginares under the share award plan.

The calculations of basic and diluted earningsspere are based on:

Six months ended 30 June
2016 2015
RMB’000  RMB’000
Earnings
Profit attributable to ordinary equity holders bétparent 176,756 _ 102,963
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Six months ended 30 June

2016 2015
Number of share
'000 '000
Shares
Weighted average number of ordinary shares in issue
during the period 983,964 _ 986,705
Effect of dilution — weighted average number oficady shares:
Share award plan 3,512 5,347

987,476 _ 992,052

DIVIDENDS
i) Dividends payable to equity shareholders of the gamy attributable to the period:

Six months ended 30 June
2016s 2015
RMB’00( RMB’00(

No interim dividend declared after the Interimipdr _ - - -

i) Dividends payable to equity shareholders of the @amg attributable to the
previous financial period, approve and paid duthrgperiod:

Six months ended 30 June
2016 2015
RMB’00( RMB’00(

No final dividend declared in respect of
the year ended 31 December 2015 and 2014 - -

AVAILABLE-FOR-SALE INVESTMENTS

The Group has investments in trust financial préslymrovided by certain financial
institutions, which have a fixed maturity term es$ than 6 months and no fixed coupon
rate. These trust financial products have been umted for as available-for-sale
investment and have been valued based on the expeash flows discounted at current
rates applicable for items with similar terms ais#t characteristics.

INVENTORIES
30 June 31 December
2016 2015
RMB’00( RMB’00(
Raw materials 541,641 454,279
Finished goods 40,364 45,319

582,005 499,598
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TRADE AND NOTES RECEIVABLES
30 June 31 December

2016 2015
RMB’00( RMB’00(
Trade receivable 42,222 41,236
Notes receivables 442,250 661,373
484,472 702,609

The credit period is generally 15 to 30 days, editem up to three months for certain
customers. Each customer has a maximum credit. limé Group seeks to maintain
strict control over its outstanding receivablesef@ve balances are reviewed regularly
by senior management. The maturity of notes rebégais due within six months. No
provision for impairment of trade receivables wasdmas at 30 June 2016 and as at 31
December 2015.

An aged analysis of the trade receivables of theu@ras at the end of each of the
reporting periods, based on the invoice date, felasvs:

30 June 31 December

2016 2015
RMB’00( RMB’00(
1 to 30 days 36,627 36,166
31 to 60 days 2,930 1,078
61 to 90 days 262 1,271
91 to 360 days 1,661 1,760
Over 360 days 742 961
42,222 41,236

The aged analysis of the trade receivables thaheitber individually nor collectively
considered to be impaired is as follows:

30 June 31 December

2016 2015
RMB’00( RMB’00(
Neither past due nor impaired 36,627 36,166
Less than 30 days past due 2,930 1,078
31 to 60 days past due 262 1,271
61 to 90 days past due 541 905
91 to 360 days past due 1,120 855
Over 360 days 742 961
42222 41,236

Receivables that were neither past due nor impaietate to a large number of
diversified customers for whom there was no rebéetory of default.

Receivables that were past due but not impairegtadlo a number of independent
customers that has a good track record with theaygrBased on past experience, the
Directors of the Company are of the opinion that provision for impairment is
necessary in respect of these balances as thermtiagen a significant change in credit
quality and the balances are still considered fidlyoverable. The Group does not hold
any collateral or other credit enhancements owesdlipalances.
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CASH AND CASH EQUIVALENTS AND PLEDGED DEPOSITS

30 June 31 December

2016 2015
RMB’00( RMB’00(
Cash and bank balances 121,477 91,743
Time deposits 489,292 701,464

610,769 793,207

Less: Pledged time deposits:

Pledged for notes payable 211,906 318,381
Pledged for bank loans 190,596 319,398
Pledged for letters of credit 86,790 63,685
489,292 701,464
Cash and cash equivalents 121,477 91,743

Cash at banks earns interest at floating ratesdbasedaily bank deposit rates. Short
term deposits are made for varying periods of behnevo and three months depending
on the immediate cash requirements of the Groug,eamn interest at the respective
short term deposit rates. The bank balances amtbgdedeposits are deposited with
creditworthy banks with no recent history of defaul

TRADE AND BILLS PAYABLES

30 June 31 December

2016 2015
RMB’00( RMB’00(
Trade payables 783,542 812,731
Bills payable 398,000 441,785
1,181,542 1,254,516

An aged analysis of the trade payables and bifslpas as at the end of the reporting
periods, based on the invoice date for trade digldayables is as follows:

30 June 31 December

2016 2015
RMB’00( RMB’00(
Within 3 months 1,027,940 1,092,677
3 to 6 months 145,500 154,518
6 to 12 months 4,400 3,641
12 to 24 months 1,950 2,045
24 to 36 months 900 1,230
Over 36 months 852 405
1,181,542 1,254,516

Trade payables are non-interest-bearing and haawenage credit term of three months
and bills payable were all aged within six months.



16

INTEREST-BEARING BANK AND OTHER BORROWINGS

Effective 30June 31 December
Interest 2016 2015
rate (%) Maturity RMB’000 RMB’000
Current
Bank loans — secured 0.800 - 5.600 2016 - 343,89
0.517 -3.750 2016 -2017 439,383 -
Bank loans —unsecured 1.010 - 5.885 2016 - 26089

0.914-4.785 2016 - 2017 1,811,741 -

Current portion of
Non-current bank loans
- secured 6.550 2016/2017 300,000 300,000
6.400 2016 400,000 400,000

Discounted notes
receivables 2.650 - 3.557 2016 376,203 227,624

3,327,327 3,471,123

Non-current
Bank loans — secured 5.125-6.550 2016 -2019 1931875 1,351,850

Bank loans (only) - Analysed into:

Within one year 3,327,327 3,471,123
In the second year 350,000 189,644
In the third to fifth years, inclusive 843,875 1,162,206

4,521,202 4,822,973

Notes: Certain of the Group’s bank borrowings are sectmed

(i) the pledge of certain of the Group’s time depoaitounting to RMB190,596,000
as at 30 June 2016 (31 December 2015: RMB319,398,00

(i) the pledge of certain of the Group’s notes recdé&alamounting to
RMB209,772,000 as at 30 June 2016 (31 December. RNIB268,884,000);

(i) mortgages over the Group’s property, plant andmgent, which had an aggregate
carrying value at the end of the reporting period approximately
RMB416,936,000 (31 December 2015: RMB431,055,000);

(iv) mortgages over the Group’s leasehold land, whichdraaggregate carrying value
at the end of the reporting period of approximatétiiB192,048,000 (31
December 2015: RMB194,097,000); and

(v) the pledge of certain unlisted investments amogninRMB152,000,000 as at 30
June 2016 (31 December 2015: RMB58,222,000).

Xing Xing New Energy entered into a syndicated l@gmeement with Industrial and
Commercial Bank of China Limited, China ConstructiBank Limited and Bank of
China Limited in June 2013 in relation to the furglrequirement for the construction of
the MTO production facility with a total loan amadwf RMB1,600,000,000 which was
guaranteed by its shareholders, Sanjiang Chentiolding 75% of its equity interest,
and Zhejiang Jiahua Group Co., Ltd., holding 12%séquity interest, for amounts not
exceeding RMB1,200,000,000 and RMB400,000,000 etsgely.
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Sanjiang New Material entered into a syndicated lagreement with Industrial and
Commercial Bank of China Limited and CMB in Septeml2014 in relation to the
funding requirement for the construction of tH& ghase EOQ/EG production facilities
with a total loan amount of RMB500,000,000 whichswguaranteed by Sanjiang
Chemical and Xing Xing New Energy for amounts nateding RMB600,000,000 and
RMB600,000,000, respectively.

SHORT-TERM BOND

Effective 30June 31 December
Interest 2016 2015
rate (%) Maturity RMB’000 RMB’000
Current
Short term bond 7.000 2016 626,926 605,868

On 10 November 2015, Sanjiang Chemical, a subgicdathe Company, with China
CITIC Banking Corp., Ltd. as the principal undenerj issued a short term unsecured
corporate bond of RMB600,000,000 to a number ofroial institutions, with a
maturity period of 1 year and a fixed nominal ietrrate of 7.0% per annum. The
principal and the interest will be repaid at thel ehthe term on 9 November 2016.

18 DUE FROM RELATED PARTIES

30 June 31 December

2016 2015
RMB’00( RMB’00(
Mei Fu Petrochemical 986,272 910,268
Hangzhou Haoming Investment Co., Limited - 150
Jiaxing Xinggang Rewang Co., Ltd. - -
Zhejiang Jiahua Group Co., Ltd. 92 93
Zhejiang Jiahua Import Export Co., Ltd. 283 283
Zhejiang Jiahua Energy Chemical Co., Ltd.
- Non-current 48,103 96,451
- Current 55,604 58,465
1,090,354 1,065,710

The amount due from related parties are unsecungekest-free and repayable on
demand except for the amount due from Mei Fu Pe&atcal, which bears interest at
10% per annum and are repayable within one yeaigchwhhe Group considers, is
conducted on normal commercial terms.

The amount due from Zhejiang Jiahua Energy Chen@ical Ltd. was derived solely in
relation to the Sales and Purchases Agreementsednieto on 19 March 2015 to
dispose 51% equity interest in Zhejiang Zhapu MeiHort & Storage Co. Ltd. to
Zhejiang Jiahua Energy Chemical Co., Ltd.



19 DUE TO RELATED PARTIES
30 June 31 December

2016 2015
RMB’00( RMB’00(
Grand Novel Developments Limited 9,489 9,299
Sure Capital Holdings Limited 15,883 -
Mei Fu Petrochemical 43,370 55,291
Zhejiang Zhapu Mei Fu Port & Storage Co. Ltd. 695, 5,077
Zhejiang Jiahua Energy Chemical Co., Ltd. 95,145 69,788
Jiaxing Xinggang Rewang Co., Ltd. 534 932
Zhejiang Jiahua Group Co., Ltd. 286,025 185,493
Jiaxing Jianghao Property Co., Ltd. 29,850 -
Sanjiang Honam Chemical Ltd. 117 -
Hangzhou Haoming Investment Co., Limited 150 -
492,258 325,880

The amount due to related parties are unsecurentegt-free and repayable on demand
except for the amount due to Zhejiang Jiahua G@ap Ltd., which bears interest at
10% per annum, which, the Group considers, is cctieduon normal commercial terms.

CAPITAL COMMITMENTS

As at 30 June 2016, the Group has capital commisremounted to approximately RMB276.9
million which were primarily related to the retesti money in respect of the procurement of
plant and machinery for the constructions of adddi production capacities.

CONTINGENT LIABILITIES

As at 30 June 2016, the Group had not provided@my of guarantee for any company outside
the Group. The Group is not involved in any curmeaterial legal proceedings, nor is our Group
aware of any pending or potential material legatpedings involving the Group.

EMPLOYEES AND REMUNERATION POLICY

As at 30 June 2016, the Group employed a total,@f2 full time employees. The Group’s
employee benefits included housing subsidies, shifisidies, bonuses, allowances, medical
check-up, staff quarters, social insurance coninbs, housing fund contributions and share
award scheme. The remuneration committee of thep@ogn(the Remuneration Committee”)
reviews such packages annually, or when the oatasiguires. The executive Directors, who
are also employees of the Company, receive remiiieria the form of salaries, bonuses and
other allowances.

LIQUIDITY AND FINANCIAL RESOURCES

The Group’s gearing, expressed as a percentageabfriterest-bearing bank borrowings to total
assets, was 49.7% as at 30 June 2016, improved2by When comparing to 50.9% as at 31
December 2015, primarily resulted from the factt e Group has substantially finished its
capacity expansion plans for various productionlifeas in 2015. The Group has a gearing
guidance of not more than 66.7% on total interestrimg borrowings to total assets basis, which
management considers is a better measure when dompa total interest-bearing borrowings
to total equity basis as the Group will have rapigansion of various production facilities in the
coming years and there is a time lag of approxilp&eears between the construction period of
production facilities and the profit and revenuegated from these facilities.



The inventory turnover days increased by approxiga8.1 days during the period under
review (30 June 2016: 38.1 days; 31 December 280.9: days), primarily due to the full-period
impact of operation after the ramp-up of two mgooduction facilities - the MTO production
facility and the 8phase EO/EG production facilities and put them ammercial operation in
Q2 and Q3 of 2015 respectively.

Trade and notes receivables turnover days maimtama similar level during the period under
review (30 June 2016: 37.6 days; 31 December 201.8: days).

Trade and notes payables turnover days maintainadsamilar level during the period under
review (30 June 2016: 85.7 days; 31 December 201.2: days).

INTERIM DIVIDEND

No interim dividends were declared by the Boardwéctors for the six months ended 30 June
2016.

CORPORATE GOVERNANCE

The Company has adopted the code provisions i@tinporate Governance Code and Corporate
Government Report CG Code”), including any revisions and amendments frometita time,

as set out in Appendix 14 to the Rules Governimrgliisting of Securities (theListing Rules”)

on The Stock Exchange of Hong Kong Limited (tfg&otk Exchange’) as its own code of
corporate governance. The Board considers thaCtmpany has complied with all the code
provisions of the CG Code during the six monthseen80 June 2016 and up to the date of this
announcement.

MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Seesifitransactions by Directors of Listed
Issuers (Model Code”) as set out in Appendix 10 to the Listing Rulesits own code for
securities transactions by Directors and senioragement. Having made specific enquiries, all
the Directors confirmed that they have compliechwlite Model Code throughout the six months
ended 30 June 2016 and up to the date of this acement.

CLARIFICATION ON CERTAIN DISCLOUSRES IN 2015 ANNUAIRREPORT —
CONTINUING CONNECTED TRANSACTIONS

The Company wishes to make the following clarifizatin relation to the disclosure as to
related party transactions entered into during year ended 31 December 2015 constitutes
continuing connected transactions for the Compardeuthe Listing Rules and are required to
be disclosed in 2015 Annual Report in accordantle @hapter 14A of the Listing Rules.

On page 24 of the 2015 Annual Report, the conneetiationship of Xing Xing should read as
follow with the change duly underlined:-

“Xing Xing is a non-wholly owned subsidiary of ti@ompany, which was indirectly owned as
to 75% by the Company, 12% by Zhejiang Jiahua Gop Ltd.* ()T E{FEERE{GHEIEA
&|) and 13% by independent third parties as at the afathis annual repott




AUDIT COMMITTEE

As at the date of this announcement, the audit dteenof the Company (theAUdit
Committee”) has three members, namely Messrs. Shen Kaijdrkamg Liang and Ms. Pei Yu,
all of whom are independent non-executive Directdie chairman of the Audit Committee is
Mr. Shen Kaijun. The primary responsibilities oétAudit Committee include, among others,
reviewing and supervising the financial reportinggess and internal control system of the
Group, nominating and monitoring external auditamsgl providing advice and comments to the
Board.

The Audit Committee has reviewed with the managenasm agreed with the accounting
principles and practices adopted by the Group asdudsed internal controls and financial
reporting matters including a review of the unaeditcondensed consolidated financial
statements for the six months ended 30 June 2016.

REMUNERATION COMMITTEE

As at the date of this announcement, the Remuper@ommittee has three members, namely
Messrs. Kong Liang and Guan Jianzhong and Ms. Baf\whom Mr. Kong Liang and Ms. Pei
Yu are independent non-executive Directors and Gtran Jianzhong is the Chairman of the
Board and an executive Director. The chairman efRemuneration Committee is Ms. Pei Yu.
The primary responsibilities of the Remuneratiom@uttee include, among others, evaluating
the performance and making recommendation on themeration package of the Directors and
senior management, and evaluating and making reemation on the share award plan of the
Company.

NOMINATION COMMITTEE

As at the date of this announcement, the nominatommittee of the Company (the
“Nomination Committee”) consists of three members, namely Messrs. Gummzliong and
Shen Kaijun and Ms. Pei Yu, of whom Mr. Shen Kaijnd Ms. Pei Yu are independent
non-executive Directors and Mr. Guan JianzhonpeésC@hairman of the Board and an executive
Director. The chairman of the Nomination CommitiseMr. Guan Jianzhong. The primary
responsibilities of the Nomination Committee inadudamong others, considering and
recommending to the Board suitably qualified pesstmbecome the member of the Board and
reviewing the structure, size and composition efBloard on a regular basis and as required.

PURCHASE, SALES OR REDEMPTION OF LISTED SECURITIES

During the period under review, neither the Compaarany of its subsidiaries had purchased,
sold or redeemed any of the Company’s listed skesirduring the six months ended 30 June
2016.



PUBLICATION OF INTERIM REORT ON THE WEBSITES OF THESTOCK
EXCHANGE AND THE COMPANY

The Company’s Interim Report for the six monthsexh80 June 2016 will be dispatched to the
shareholders of the Company and published on thesites of the Stock Exchange
(www.hkex.com.hk) and the Comparwv{w.chinasanjiang.cojrin due course.

By order of theBoarc
China Sanjiang Fine Chemicals Company Limited
GUAN Jianzhong
Chairman and Executive Director

People’s Republic of China, 29 August 2016

As at the date of this announcement, the Board deegpfour executive Directors: Mr. GUAN
Jianzhong, Ms. HAN Jianhong, Mr. NIU Yingshan, MAN Jianping and three independent
non-executive Directors: Mr. SHEN Kaijun, Ms. Pkl &hd Mr. KONG Liang.

In this announcement, if there is any inconsistdretyveen the Chinese names of the entities or
enterprises established in the PRC and their Ehgtianslations, the Chinese names shall
prevail. The English translation of names or angatitions in Chinese which are marked with
“*" is for identification purpose only.



