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DEFINITIONS

For the purposes of this circular, the following definitions apply throughout where the
context admits unless otherwise stated:

“Announcement”

“associate(s)”
“Board”

“Company”

“connected person(s)”
“Director(s)”

“EGM”

“Group”

“Hangzhou Haoming”

“Hong Kong”

the announcement of the Company dated 26 December 2023 in
relation to the entering into of the (1) Long Term Steam Supply
Framework Agreement, (2) Long Term Fatty Alcohol Supply
Framework Agreement, (3) Long Term Storage and Loading
Services Framework Agreement, (4) Long Term Ethylene Supply
Framework Agreement, (5) Long Term Toluene Supply
Framework Agreement and (6) Long Term Gas Supply
Framework Agreement

has the meaning ascribed to it under the Listing Rules
board of Directors of the Company

China Sanjiang Fine Chemicals Company Limited (9 B = 7T k54
fE THBRZAF]), a company incorporated in the Cayman Islands
with limited liability, the shares of which are listed on the Main
Board of the Stock Exchange

has the meaning ascribed to it under the Listing Rules
the director(s) of the Company

an extraordinary general meeting of the Company to be
convened for the purpose of considering and, if thought fit,
approving each of the (1) Long Term Steam Supply Framework
Agreement, (2) Long Term Fatty Alcohol Supply Framework
Agreement, (3) Long Term Storage and Loading Services
Framework Agreement, (4) Long Term Ethylene Supply
Framework Agreement, (5) Long Term Toluene Supply
Framework Agreement and (6) Long Term Gas Supply
Framework Agreement and the respective proposed annual
caps contemplated thereunder by the Independent Shareholders

the Company and its subsidiaries, from time to time

BT B E A FR/A 7l (Hangzhou Haoming Investment Co.,
Ltd*), a company established in the PRC with limited liability
on 26 March 1998, which is owned as to 75% by Mr. Guan, 20%
by Ms. Han and 5% by Mr. Han Jianping, the brother of Ms.
Han, respectively

the Hong Kong Special Administrative Region of the PRC
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“Independent Board
Committee”

“Independent Financial
Adviser”

“Independent
Shareholders”

“Jiafu New Material”

“Jiahua”

the independent board committee of the Company comprising all
the independent non-executive Directors established to advise
the Independent Shareholders on the (1) Long Term Steam
Supply Framework Agreement, (2) Long Term Fatty Alcohol
Supply Framework Agreement, (3) Long Term Storage and
Loading Services Framework Agreement, (4) Long Term
Ethylene Supply Framework Agreement, (5) Long Term
Toluene Supply Framework Agreement and (6) Long Term Gas
Supply Framework Agreement and the respective proposed
annual caps contemplated thereunder

Lego Corporate Finance Limited, a corporation licensed to carry
out Type 6 (advising on corporate finance) regulated activity
under the SFO, which has been appointed by the Company to
advise the Independent Board Committee and the Independent
Shareholders in relation to each of the (1) Long Term Steam
Supply Framework Agreement, (2) Long Term Fatty Alcohol
Supply Framework Agreement, (3) Long Term Storage and
Loading Services Framework Agreement, (4) Long Term
Ethylene Supply Framework Agreement, (5) Long Term
Toluene Supply Framework Agreement and (6) Long Term Gas
Supply Framework Agreement and the respective proposed
annual caps contemplated thereunder

Shareholders who are not involved or interested in the (1) Long
Term Steam Supply Framework Agreement, (2) Long Term
Fatty Alcohol Supply Framework Agreement, (3) Long Term
Storage and Loading Services Framework Agreement, (4) Long
Term Ethylene Supply Framework Agreement, (5) Long Term
Toluene Supply Framework Agreement and (6) Long Term Gas
Supply Framework Agreement (i.e. Shareholders other than Mr.
Guan and Ms. Han and their respective associates)

WLz AR M B B A BRAF]  (Zhejiang Jiafu New Material
Technology Co., Ltd.*), a company established in the PRC
with limited liability, a wholly-owned subsidiary of Jiahua
Energy Chemical Co., a connected person of the Company

WL 7 A 52 B A A7 BR A 7] (Zhejiang Jiahua Group Co., Ltd.*),
a joint stock company established in the PRC with limited
liability on 15 March 2000 and a company which is ultimately
controlled by Mr. Guan and Ms. Han
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“Jiahua Energy
Chemical Co.”

“Latest Practicable
Date”

“Listing Rules”

“Long Term Ethylene
Supply Framework
Agreement”

“Long Term Fatty
Alcohol Supply
Framework
Agreement”

“Long Term Gas
Supply Framework
Agreement”

“Long Term Steam
Supply Framework
Agreement”

WL s e ae it TR A FRA R (Zhejiang  Jiahua  Energy
Chemical Co. Ltd.*) (formerly known as #7715 b T3 % & 4%
JEA PR/ F] (Zhejiang Jiahua Industrial Park Investment and
Development Co., Ltd.*)), a company established in the PRC
with limited liability on 20 January 2001 and a non-wholly
owned subsidiary of Jiahua and currently listed on the Shanghai
Stock Exchange (stock code: 600273)

19 January 2024, being the latest practicable date prior to the
printing of this circular for ascertaining certain information
contained herein

the Rules Governing the Listing of Securities on the Stock
Exchange

the long term ethylene supply framework agreement dated 25
December 2023 entered into between the Company and Jiahua
Energy Chemical Co. for the supply of ethylene to Jiahua Energy
Chemical Co. (including its subsidiaries) from 1 February 2024
to 31 December 2024 and the two years ending 31 December 2025
and 2026

the long term fatty alcohol supply framework agreement dated
25 December 2023 entered into between Jiahua Energy Chemical
Co. and the Company for the supply of fatty alcohol to the
Company (including its subsidiaries) from 1 February 2024 to 31
December 2024 and the two years ending 31 December 2025 and
2026

the long term gas supply framework agreement dated 25
December 2023 entered into between the Company and Jiahua
Energy Chemical Co. for the supply of oxygen, nitrogen,
hydrogen and fuel gas to Jiahua Energy Chemical Co.
(including its subsidiaries) from 1 February 2024 to 31
December 2024 and the two years ending 31 December 2025
and 2026

the long term steam supply framework agreement dated 25
December 2023 entered into between Jiahua Energy Chemical
Co. and the Company for the supply of low pressure steam (0.65
MPa and 1.3 MPa), medium pressure steam (3.4 MPa) and high
pressure steam (4.6 MPa) to the Company (including its
subsidiaries) from 1 February 2024 to 31 December 2024 and
the two years ending 31 December 2025 and 2026
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“Long Term Storage
and Loading Services
Framework
Agreement”

“Long Term Toluene
Supply Framework
Agreement”

L‘MPa”
“Mr. Guan”

“Ms. Guan”

“Ms. Han”

“PRC”

“RMB”

“SFO”

“Shareholder(s)”

“Shares”

“Short Term Ethylene
Supply Agreement”

“Short Term Fatty
Alcohol Supply
Agreement”

the long term storage and loading services framework agreement
dated 25 December 2023 entered into between Jiahua Energy
Chemical Co. and the Company for the supply of docking and
port storage and loading services to the Company (including its
subsidiaries) from 1 February 2024 to 31 December 2024 and the
two years ending 31 December 2025 and 2026

the long term toluene supply framework agreement dated 25
December 2023 entered into between the Company and Jiahua
Energy Chemical Co. for the supply of toluene to Jiahua Energy
Chemical Co. (including its subsidiaries) from 1 February 2024
to 31 December 2024 and the two years ending 31 December 2025
and 2026

a metric unit of pressure
Mr. Guan Jianzhong, a controlling Shareholder of the Company

Ms. Guan Siyi, an executive Director and the daughter of Mr.
Guan and Ms. Han

Ms. Han Jianhong, an executive Director and the spouse of Mr.
Guan

the People’s Republic of China, and for the purpose of this
circular, excluding Hong Kong, Macau and Taiwan

Renminbi yuan, the lawful currency of the PRC

the Securities and Futures Ordinance (Chapter 571 of the Laws
of Hong Kong)

holder(s) of Shares

ordinary share(s) of HK$0.10 each in the share capital of the
Company

the short term ethylene supply agreement dated 25 December
2023 entered into between the Company and Jiahua Energy
Chemical Co. for the supply of ethylene to Jiahua Energy
Chemical Co. (including its subsidiaries) for 2 months
commencing from 1 January 2024 to 29 February 2024

the short term fatty alcohol supply agreement dated 25 December
2023 entered into between Jiahua Energy Chemical Co. and the
Company for the supply of fatty alcohol to the Company
(including its subsidiaries) for 2 months commencing from 1
January 2024 to 29 February 2024
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“Short Term Gas
Supply Agreement”

“Short Term Steam
Supply Agreement”

“Short Term Storage
and Loading Services
Agreement”

“Short Term Toluene
Supply Agreement”

“Stock Exchange”

“0/0”

the short term gas supply agreement dated 25 December 2023
entered into between the Company and Jiahua Energy Chemical
Co. for the supply of oxygen, nitrogen, hydrogen and fuel gas to
Jiahua Energy Chemical Co. (including its subsidiaries) for 2
months commencing from 1 January 2024 to 29 February 2024

the short term steam supply agreement dated 25 December 2023
entered into between Jiahua Energy Chemical Co. and the
Company for the supply of low pressure steam (0.65 MPa and 1.3
MPa), medium pressure steam (3.4 MPa) and high pressure
steam (4.6 MPa) to the Company (including its subsidiaries) for 2
months commencing from 1 January 2024 to 29 February 2024

the short term storage and loading services agreement dated 25
December 2023 entered into between Jiahua Energy Chemical
Co. and the Company for the supply of docking and port storage
and loading services to the Company (including its subsidiaries)
for 2 months commencing from 1 January 2024 to 29 February
2024

the short term toluene supply agreement dated 25 December 2023
entered into between the Company and Jiahua Energy Chemical
Co. for the supply of toluene to Jiahua Energy Chemical Co.
(including its subsidiaries) for 2 months commencing from 1
January 2024 to 29 February 2024

The Stock Exchange of Hong Kong Limited

percent

If there is any inconsistency between the Chinese names of the entities or enterprises
established in the PRC and their English translations, the Chinese names shall prevail. The
English translation of names or any descriptions in Chinese which are marked with “*” is for
identification purpose only.
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To the Shareholders
Dear Sir/Madam,

CONTINUING CONNECTED TRANSACTIONS
(1) LONG TERM STEAM SUPPLY FRAMEWORK AGREEMENT
(2) LONG TERM FATTY ALCOHOL SUPPLY
FRAMEWORK AGREEMENT
(3) LONG TERM STORAGE AND
LOADING SERVICES FRAMEWORK AGREEMENT
(4) LONG TERM ETHYLENE SUPPLY FRAMEWORK AGREEMENT
(5) LONG TERM TOLUENE SUPPLY FRAMEWORK AGREEMENT
(6) LONG TERM GAS SUPPLY FRAMEWORK AGREEMENT
AND
NOTICE OF EGM

INTRODUCTION

Reference is made to the Announcement.
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As disclosed in the Announcement, on 25 December 2023, the Company entered into
the (1) Long Term Steam Supply Framework Agreement, (2) Long Term Fatty Alcohol
Supply Framework Agreement, (3) Long Term Storage and Loading Services Framework
Agreement, (4) Long Term Ethylene Supply Framework Agreement, (5) Long Term
Toluene Supply Framework Agreement and (6) Long Term Gas Supply Framework
Agreement to further regulate the transactions contemplated under the Short Term Steam
Supply Agreement, Short Term Fatty Alcohol Supply Agreement, Short Term Storage and
Loading Services Agreement, Short Term Ethylene Supply Agreement, Short Term Toluene
Supply Agreement and Short Term Gas Supply Agreement upon each of them being
approved by the Independent Shareholders at the EGM.

The purpose of this circular is to provide you with (i) further details of each of the (1)
Long Term Steam Supply Framework Agreement, (2) Long Term Fatty Alcohol Supply
Framework Agreement, (3) Long Term Storage and Loading Services Framework
Agreement, (4) Long Term Ethylene Supply Framework Agreement, (5) Long Term
Toluene Supply Framework Agreement and (6) Long Term Gas Supply Framework
Agreement; (ii) the recommendation from the Independent Board Committee to the
Independent Shareholders; (iii) the advice from Lego Corporate Finance Limited to the
Independent Board Committee and the Independent Shareholders; (iv) a notice of the EGM
and the form of proxy; and (v) other information required under the Listing Rules.

CONTINUING CONNECTED TRANSACTIONS

The principal terms of each of the (1) Long Term Steam Supply Framework
Agreement, (2) Long Term Fatty Alcohol Supply Framework Agreement, (3) Long Term
Storage and Loading Services Framework Agreement, (4) Long Term Ethylene Supply
Framework Agreement, (5) Long Term Toluene Supply Framework Agreement and (6)
Long Term Gas Supply Framework Agreement are set out below.

(1) Long Term Steam Supply Framework Agreement
Date
25 December 2023
Parties
(1) Jiahua Energy Chemical Co., a connected person; and
(2) the Company.
Subject Matter

Pursuant to the Long Term Steam Supply Framework Agreement, Jiahua Energy
Chemical Co. (including its subsidiaries) has agreed to supply low pressure steam (0.65
MPa and 1.3 MPa), medium pressure steam (3.4 MPa) and high pressure steam (4.6
MPa) to the Company (including its subsidiaries) from 1 February 2024 to 31
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December 2024 and the two years ending 31 December 2025 and 2026 with an annual
cap not exceeding RMB910,000,000, RMB1,000,000,000 and RMBI1,000,000,000
respectively.

Term

The Long Term Steam Supply Framework Agreement shall commence from 1
February 2024 to 31 December 2026 (both days inclusive).

In the event that Jiahua Energy Chemical Co. and the Company are able to enter
into the Long Term Steam Supply Framework Agreement upon being approved by the
Independent Shareholders at the EGM in respect of the supply of low pressure steam
(0.65 MPa and 1.3 MPa), medium pressure steam (3.4 MPa) and high pressure steam
(4.6 MPa), the Short Term Steam Supply Agreement shall automatically terminate,
even if the term of the Short Term Steam Supply Agreement has not expired.

Consideration

Pursuant to the Long Term Steam Supply Framework Agreement, the purchase
price for low pressure steam (0.65 MPa and 1.3 MPa), medium pressure steam (3.4
MPa) and high pressure steam (4.6 MPa) shall be at a price which is the weighted
average of those obtained by Jiahua Energy Chemical Co. from its independent
purchasers for the relevant product of comparable quality and steam pressure during
the same month of supply. The purchase price payable by the Company in respect of
purchases under the Long Term Steam Supply Framework Agreement shall be tallied
on the 25th day each calendar month.

Determination of the pricing policy of steam

The Group will seek to employ the following measures to ensure that the price of
low pressure steam (0.65 MPa and 1.3 MPa), medium pressure steam (3.4 MPa) and
high pressure steam (4.6 MPa) offered by Jiahua Energy Chemical Co. to the Company
pursuant to the Long Term Steam Supply Framework Agreement will be no less
favourable than the price of supplying low pressure steam (0.65 MPa and 1.3 MPa),
medium pressure steam (3.4 MPa) and high pressure steam (4.6 MPa) of comparable
quality to other independent third party(ies) by Jiahua Energy Chemical Co.:

(1) the finance department of the Group will obtain (i) all monthly invoices issued by
Jiahua Energy Chemical Co. to its independent purchasers that purchase low
pressure steam (0.65 MPa and 1.3 MPa), medium pressure steam (3.4 MPa) and
high pressure steam (4.6 MPa) of comparable quality; and (ii) all supply contracts
regarding low pressure steam (0.65 MPa and 1.3 MPa), medium pressure steam
(3.4 MPa) and high pressure steam (4.6 MPa) of comparable quality entered into
between Jiahua Energy Chemical Co. and other independent purchasers on a
regular basis, to ascertain the completeness of the calculation (to be provided by
Jiahua Energy Chemical Co.) as to the weighted average purchase prices of low
pressure steam (0.65 MPa and 1.3 MPa), medium pressure steam (3.4 MPa) and
high pressure steam (4.6 MPa) since the purchase prices of low pressure steam
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(2)

(0.65 MPa and 1.3 MPa), medium pressure steam (3.4 MPa) and high pressure
steam (4.6 MPa) payable by the Company are agreed to be the weighted average
prices of such steam of comparable quality offered by Jiahua Energy Chemical
Co. to its independent purchasers during the same month of supply; and

in the event that the prices of low pressure steam (0.65 MPa and 1.3 MPa),
medium pressure steam (3.4 MPa) and high pressure steam (4.6 MPa) that Jiahua
Energy Chemical Co. charges the Company are higher than the weighted average
purchase prices of such low pressure steam (0.65 MPa and 1.3 MPa), medium
pressure steam (3.4 MPa) and high pressure steam (4.6 MPa) of comparable
quality offered by Jiahua Energy Chemical Co. to its independent purchasers (in
other words the prices of low pressure steam (0.65 MPa and 1.3 MPa), medium
pressure steam (3.4 MPa) and high pressure steam (4.6 MPa) that Jiahua Energy
Chemical Co. charges the Company are less favourable than those charged by
Jiahua Energy Chemical Co. to independent third parties) during the same month
of supply, the Company will negotiate with Jiahua Energy Chemical Co. to adjust
the proposed purchase prices of low pressure steam (0.65 MPa and 1.3 MPa),
medium pressure steam (3.4 MPa) and high pressure steam (4.6 MPa) to prices
that are equal to or lower than the weighted average purchase prices it offers to
those independent purchasers. If the prices of low pressure steam (0.65 MPa and
1.3 MPa), medium pressure steam (3.4 MPa) and high pressure steam (4.6 MPa)
Jiahua Energy Chemical Co. offers to the Company are no less favourable than
the weighted average of the purchase prices it offers to independent purchasers,
the finance department of the Group will arrange for the approval of the prices
offered by Jiahua Energy Chemical Co. by each of the head of the finance
department of the Group and the general manager of the Group.

The Directors consider that the methods and actual procedures adopted by the

Group in determining the pricing of low pressure steam (0.65 MPa and 1.3 MPa),
medium pressure steam (3.4 MPa) and high pressure steam (4.6 MPa) as described
above can ensure that the transactions contemplated under the Long Term Steam
Supply Framework Agreement will be conducted on normal commercial terms and not
prejudicial to the interests of the Company and its Shareholders, taking into account
that the above procedures will make reference to prices Jiahua Energy Chemical Co.
offers to independent third party(ies) and thus serve as a safeguarding measure to
prevent any possibility that the final pricing offered to the connected person will turn
out to be less favourable to the Group than the market price.
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Historical Transaction Figures and Proposed Caps

Set out below are the historical figures for the twelve months ended 31 December

2021 and

2022 and the eleven months from 1 January 2023 to 30 November 2023 and

the proposed caps for the period from 1 February 2024 to 31 December 2024 and the
two years ending 31 December 2025 and 2026 in respect of the transactions
contemplated under the Long Term Steam Supply Framework Agreement:

Transaction

Historical cap Historical amount Proposed cap amount
Eleven Eleven
months from months from
1 January 1 February

The twelve months ended The twelve months ended 2023 to 2024 to  The two years ending
31 December 31 December 30 November 31 December 31 December
2021 2022 2023 2021 2022 2023 2024 2025 2026

RMB000  RMB000  RMB000  RMB'000  RMB000  RMB000  RMB000  RMB000  RMB000

Purchase of low pressure
steam (0.65 MPa and

1.3 MPa), medium

pressure steam (3.4 MPa)

and high pressure steam

(4.6 MPa)

647,400 1,340,600 1,599,300 562,193 672,716 589,935 910,000 1,000,000 1,000,000

Basis of the Cap

The proposed cap for the Long Term Steam Supply Framework Agreement are

based on:

(1)

(2)

3)

the historical amount of purchases of low pressure steam (0.65 MPa and 1.3
MPa), medium pressure steam (3.4 MPa) and high pressure steam (4.6 MPa)
made by the Group from Jiahua Energy Chemical Co. for the twelve months
ended 31 December 2021 and 2022 and the eleven months from 1 January
2023 to 30 November 2023;

the expected amount of purchases of low pressure steam (0.65 MPa and 1.3
MPa), medium pressure steam (3.4 MPa) and high pressure steam (4.6 MPa)
to be made by the Group from Jiahua Energy Chemical Co. for the period
from 1 February 2024 to 31 December 2024 and the two years ending 31
December 2025 and 2026; and

the expected unit price of low pressure steam (0.65 MPa and 1.3 MPa),
medium pressure steam (3.4 MPa) and high pressure steam (4.6 MPa) for the
period from 1 February 2024 to 31 December 2024 and the two years ending
31 December 2025 and 2026, taking into account the average unit prices of
low pressure steam (0.65 MPa and 1.3 MPa), medium pressure steam (3.4
MPa) and high pressure steam (4.6 MPa) transacted between the Group and
Jiahua Energy Chemical Co. for the twelve months ended 31 December 2021
and 2022 and the eleven months from 1 January 2023 to 30 November 2023,
being the actual figures available to the Company at the time when the
Company made the relevant cap estimation.

— 10 —
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(2)

Such projections are assumed solely for determining the annual caps and shall not
be regarded as any indication directly or indirectly as to the respective revenue,
profitability or trading prospects of the Group.

The independent non-executive Directors and the auditor of the Company will on
a regular basis be provided with the (i) Long Term Steam Supply Framework
Agreement; (ii) agreements entered into between Jiahua Energy Chemical Co. and
independent third parties; and (iii) fee quotations provided by independent third
parties for the supply of low pressure steam (0.65 MPa and 1.3 MPa), medium pressure
steam (3.4 MPa) and high pressure steam (4.6 MPa) for review and comparison
purposes. The independent non-executive Directors will also review and compare the
relevant payment terms, payment method and price payable under these agreements to
ensure that the transactions contemplated under the Long Term Steam Supply
Framework Agreement are conducted on normal commercial terms. The auditor of the
Company will review and confirm the transactions contemplated under the Long Term
Steam Supply Framework Agreement are conducted in accordance with the terms of
the Long Term Steam Supply Framework Agreement.

Long Term Fatty Alcohol Supply Framework Agreement

Date
25 December 2023

Parties
(1) Jiahua Energy Chemical Co., a connected person; and
(2) the Company.

Subject Matter

Pursuant to the Long Term Fatty Alcohol Supply Framework Agreement, Jiahua
Energy Chemical Co. (including its subsidiaries) has agreed to supply fatty alcohol to
the Company (including its subsidiaries) from 1 February 2024 to 31 December 2024
and the two years ending 31 December 2025 and 2026 with an annual cap not exceeding
RMB225,000,000, RMB250,000,000 and RMB250,000,000 respectively.

Term

The Long Term Fatty Alcohol Supply Framework Agreement shall commence
from 1 February 2024 to 31 December 2026 (both days inclusive).

In the event that Jiahua Energy Chemical Co. and the Company are able to enter

into the Long Term Fatty Alcohol Supply Framework Agreement upon being
approved by the Independent Shareholders at the EGM in respect of the supply of

—11 -



LETTER FROM THE BOARD

fatty alcohol, the Short Term Fatty Alcohol Supply Agreement shall automatically
terminate, even if the term of the Short Term Fatty Alcohol Supply Agreement has not
expired.

Consideration

Pursuant to the Long Term Fatty Alcohol Supply Framework Agreement, the
purchase price for fatty alcohol shall be the weighted average price of the fatty alcohol
purchased by Jiahua Energy Chemical Co.’s independent customers with comparable
purchase level of the Company during the same month of supply.

Determination of the pricing policy of fatty alcohol

In order to ensure that the purchase price offered by Jiahua Energy Chemical Co.
is no less favourable than the purchase price offered by other suppliers of fatty alcohol
to the Company, the Company would compare at least 3 quotations from the other
independent fatty alcohol suppliers and the purchase price for fatty alcohol will be
agreed after arm’s length negotiation with Jiahua Energy Chemical Co.. Accordingly,
the Board considers that such methods and procedures can ensure that the purchase of
fatty alcohol will be conducted on normal commercial terms and not prejudicial to the
interests of the Company and its Shareholders as a whole.

Historical Transaction Figures and Proposed Caps

Set out below are the historical figures for the twelve months ended 31 December
2021 and 2022 and the eleven months from 1 January 2023 to 30 November 2023 and
the proposed caps for the period from 1 February 2024 to 31 December 2024 and the
two years ending 31 December 2025 and 2026 in respect of the transactions
contemplated under the Long Term Fatty Alcohol Supply Framework Agreement:

Historical cap Historical amount Proposed cap amount
Eleven Eleven
months from months from
1 January 1 February

The twelve months ended The twelve months ended 2023 to 2024 to  The two years ending
31 December 31 December 30 November 31 December 31 December
Transaction 2021 2022 2023 2021 2022 2023 2024 2025 2026
RMB000  RMB000  RMB000  RMB000  RMB000  RMB000  RMB000  RMB000  RMB000
Purchase of fatty alcohol 120,000 120,000 120,000 — 70,006 59,209 225,000 250,000 250,000

Basis of the Cap

The proposed cap for the Long Term Fatty Alcohol Supply Framework
Agreement are based on:

(1) the historical amount of purchases of fatty alcohol made by the Group from
Jiahua Energy Chemical Co. for the twelve months ended 31 December 2021
and 2022 and the eleven months from 1 January 2023 to 30 November 2023;

— 12 —
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&)

(2) the expected amount of purchases to be made by the Group from Jiahua
Energy Chemical Co. for the period from 1 February 2024 to 31 December
2024 and the two years ending 31 December 2025 and 2026; and

(3) the estimated market price of fatty alcohol for the period from 1 February
2024 to 31 December 2024 and the two years ending 31 December 2025 and
2026, taking into account the simple average prevailing market price of fatty
alcohol for the twelve months ended 31 December 2021 and 2022, and the
eleven months from 1 January 2023 to 30 November 2023, being the actual
figures available to the Company at the time when the Company made the
relevant cap estimation.

Such projections are assumed solely for determining the annual caps and shall not
be regarded as any indication directly or indirectly as to the respective revenue,
profitability or trading prospects of the Group.

Long Term Storage and Loading Services Framework Agreement
Date
25 December 2023
Parties
(1) Jiahua Energy Chemical Co., a connected person; and
(2) the Company.
Subject Matter

Pursuant to the Long Term Storage and Loading Services Framework Agreement,
Jiahua Energy Chemical Co. (including its subsidiaries) has agreed to supply docking
and port storage and loading services to the Company (including its subsidiaries) from
1 February 2024 to 31 December 2024 and the two years ending 31 December 2025 and
2026 with an annual cap not exceeding RMB225,000,000, RMB270,000,000 and
RMB270,000,000 respectively.

Term

The Long Term Storage and Loading Services Framework Agreement shall
commence from 1 February 2024 to 31 December 2026 (both days inclusive).

In the event that Jiahua Energy Chemical Co. and the Company are able to enter
into the Long Term Storage and Loading Services Framework Agreement upon being
approved by the Independent Shareholders at the EGM in respect of the supply of
docking and port storage and loading services, the Short Term Storage and Loading
Services Agreement shall automatically terminate, even if the term of the Short Term
Storage and Loading Services Agreement has not expired.
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Consideration

Pursuant to the Long Term Storage and Loading Services Framework Agreement,
the docking and loading services for the designated chemicals under the Long Term
Storage and Loading Services Framework Agreement shall be between the range of
RMB25 to RMBI100 per tonne whereas the port storage services shall be between the
range of RMBI100 to RMB250 per tonne, both depending on the type of goods and
level of usage, on the basis of the prevailing market rate and after arm’s length
negotiation.

Determination of the pricing policy of docking and port storage and loading services

In order to ensure that the unit rate per tonne offered by Jiahua Energy Chemical
Co. is no less favourable than the prevailing market rate, the Company would compare
quotations from the other independent service providers for the docking and port
storage and loading services in the relevant area, analyse such market information, and
the unit rate for the docking and port storage and loading services is agreed after arm’s
length negotiation with Jiahua Energy Chemical Co.. Currently, the Group also uses
other docking, port and storage services provided by other third parties in the same
region. Should the other independent docking, port and storage services providers are
able to provide docking, port and storage services of comparable quality taking into
account the timing for queuing up, at prices lower than the rates offered by Jiahua
Energy Chemical Co. on similar terms and conditions offered by Jiahua Energy
Chemical Co., the Group will then appoint the other docking, port and storage service
providers for the provision of docking, port and storage services as the non-exclusive
arrangement under the Long Term Storage and Loading Services Framework
Agreement allows the Group to use other docking, port and storage services
providers on a discretionary basis.

Accordingly, the Board considers that the methods and procedures can ensure
that the engagement of the docking and port storage and loading services will be
conducted on normal commercial terms and not prejudicial to the interests of the
Company and its Shareholders as a whole.
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Historical Transaction Figures and Proposed Caps

Set out below are the historical figures for the twelve months ended 31 December
2021 and 2022 and the eleven months from 1 January 2023 to 30 November 2023 and
the proposed caps for the period from 1 February 2024 to 31 December 2024 and the
two years ending 31 December 2025 and 2026 in respect of the transactions
contemplated under Long Term Storage and Loading Services Framework Agreement:

Historical cap Historical amount Proposed cap amount

Eleven Eleven
months from months from
1 January 1 February

The twelve months ended The twelve months ended 2023 to 2024 to
31 December 31 December 30 November 31 December
Transaction 2021 2022 2023 2021 2022 2023 2024

RMB’000 RMB000 RMB000 RMB’000 RMB’000 RMB’000 RMB 000
Supply of docking and port

storage and loading
services 255,500 400,400 556,400 83,777 69,818 112,641 225,000

Basis of the Cap

The two years ending
31 December
2025 2026
RMB’000  RMB000

270,000 270,000

The proposed cap for the Long Term Storage and Loading Services Framework

Agreement are based on:

(1)

(2)

(3)

4)

the historical amount of fees paid by the Group to Jiahua Energy Chemical
Co. for the twelve months ended 31 December 2021 and 2022 and the eleven
months ended 30 November 2023;

the expected unit fees to be paid by the Group to Jiahua Energy Chemical
Co. for the period from 1 February 2024 to 31 December 2024 and the two
years ending 31 December 2025 and 2026;

the expected unit of service to be required by the Group for docking and port
storage and loading services for the period from | February 2024 to 31
December 2024 and the two years ending 31 December 2025 and 2026, taking
into account the simple average prevailing unit of service for the twelve
months ended 31 December 2021 and 2022 and the eleven months ended 30
November 2023, being the actual figures available to the Company at the
time when the Company made the relevant cap estimation; and

the expected market conditions and increase in demand for docking and port
storage and loading services from the Company.

Such projections are assumed solely for determining the annual cap and shall not
be regarded as any indication directly or indirectly as to the respective revenue,
profitability or trading prospects of the Group.

— 15 -



LETTER FROM THE BOARD

(4) Long Term Ethylene Supply Framework Agreement
Date
25 December 2023
Parties
(1) the Company; and
(2) Jiahua Energy Chemical Co., a connected person.
Subject Matter

Pursuant to the Long Term Ethylene Supply Framework Agreement, the
Company (including its subsidiaries) has agreed to supply ethylene to Jiahua Energy
Chemical Co. (including its subsidiaries) from 1 February 2024 to 31 December 2024
and the two years ending 31 December 2025 and 2026 with an annual cap not exceeding
RMB1,080,000,000, RMB1,765,000,000 and RMB2,000,000,000 respectively.

Term

The Long Term Ethylene Supply Framework Agreement shall commence from 1
February 2024 to 31 December 2026 (both days inclusive).

In the event that the Company and Jiahua Energy Chemical Co. are able to enter
into the Long Term Ethylene Supply Framework Agreement upon being approved by
the Independent Shareholders at the EGM in respect of the supply of ethylene, the
Short Term Ethylene Supply Agreement shall automatically terminate, even if the term
of the Short Term Ethylene Supply Agreement has not expired.

Consideration

Pursuant to the Long Term Ethylene Supply Framework Agreement, the selling
price for ethylene shall be at a price which is the weighted average of those offered by
the Company to its independent customers for the relevant product of comparable
quality during the same month of supply.

Determination of the pricing policy of ethylene

In order to ensure that the selling price is no less favourable than the prevailing
market price, the Company would compare the selling price offered by its independent
customers and the unit purchase price will be agreed after arm’s length negotiation
with Jiahua Energy Chemical Co. In particular, the Company will seek to employ the
following measures:

(1) the finance department of the Group will obtain (i) all monthly invoices
issued by Group to its independent customers that purchase ethylene from
the Group; and (ii) all selling contracts regarding ethylene of comparable
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quality entered into between the Group and other independent customers on
a regular basis to ascertain the completeness of the calculation as to the
weighted average selling prices of ethylene since the selling prices of ethylene
payable by Jiahua Energy Chemical Co. are agreed to be the weighted
average prices of such ethylene of comparable quality offered by the Group
to its independent customers during the same month of supply; and

(2) in the event that the prices of ethylene that the Group sells Jiahua Energy
Chemical Co. are lower than the weighted average selling prices of such
ethylene of comparable quality offered by the Group to its independent
customers (in other words the prices of ethylene that the Group charges
Jiahua Energy Chemical Co. are less favourable than those offered by the
Group to independent customers) during the same month of supply, the
Group will negotiate with Jiahua Energy Chemical Co. to adjust the
proposed selling prices of ethylene to prices that are equal to or higher than
the weighted average selling prices it offers to those independent customers.
If the prices of ethylene the Group offers to Jiahua Energy Chemical Co. are
no less favourable than the weighted average of the selling price it offers to
independent customers, the finance department of the Group will arrange for
the approval of the prices offered by the Group by each of the head of the
finance department of the Group and the general manager of the Group.

Accordingly, the Board considers that the methods and procedures can ensure
that the sale of ethylene will be conducted on normal commercial terms and not
prejudicial to the interests of the Company and its Shareholders as a whole.

Historical Transaction Figures and Proposed Caps

Set out below are the historical figures for the twelve months ended 31 December
2021 and 2022 and the eleven months from 1 January 2023 to 30 November 2023 and
the proposed caps for the period from 1 February 2024 to 31 December 2024 and the
two years ending 31 December 2025 and 2026 in respect of the transactions
contemplated under the Long Term Ethylene Supply Framework Agreement:

Historical cap Historical amount Proposed cap amount
Eleven Eleven
months from months from
1 January 1 February

The twelve months ended The twelve months ended 2023 to 2024 to  The two years ending
31 December 31 December 30 November 31 December 31 December
Transaction 2021 2022 2023 2021 2022 2023 2024 2025 2026

RMB000  RMB000  RMB000  RMB'000  RMB000  RMB000  RMB000  RMB'000  RMB000

Supply of ethylene 228,100 850,000 850,000 — — 454,235 1,080,000 1,765,000 2,000,000
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(3

Basis of the Cap

The proposed cap for the Long Term Ethylene Supply Framework Agreement are
based on:

(1) the historical amount of purchases of ethylene made by Jiahua Energy
Chemical Co. from the Group for the twelve months ended 31 December
2021 and 2022 and the eleven months from 1 January 2023 to 30 November
2023;

(2) the expected amount of purchases to be made by Jiahua Energy Chemical
Co., based on Jiahua Energy Chemical Co.’s production capacity ramp-up
plan, from the Group for ethylene for the period from 1 February 2024 to 31
December 2024 and the two years ending 31 December 2025 and 2026; and

(3) the expected unit price of ethylene for the period from 1 February 2024 to 31
December 2024 and the two years ending 31 December 2025 and 2026, taking
into account the simple average prevailing market price of ethylene for the
twelve months ended 31 December 2021 and 2022 and the eleven months
from 1 January 2023 to 30 November 2023, being the actual figures available
to the Company at the time when the Company made the relevant annual cap
estimation.

Such projections are assumed solely for determining the annual caps and shall not
be regarded as any indication directly or indirectly as to the respective revenue,
profitability or trading prospects of the Group.

The independent non-executive Directors and the auditor of the Company will on
a regular basis be provided with the (i) Long Term Ethylene Supply Framework
Agreement; (ii) agreements entered into between the Group and independent third
parties; and (iii) fee quotations provided by independent third parties for the purchase
of ethylene for review and comparison purposes. The independent non-executive
Directors will also review and compare the relevant payment terms, payment method
and price payable under these agreements to ensure that the transactions contemplated
under the Long Term Ethylene Supply Framework Agreement are conducted on
normal commercial terms. The auditor of the Company will review and confirm the
transactions contemplated under the Long Term Ethylene Supply Framework
Agreement are conducted in accordance with the terms of the Long Term Ethylene
Supply Framework Agreement.

Long Term Toluene Supply Framework Agreement
Date

25 December 2023
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Parties

(1) the Company; and

(2) Jiahua Energy Chemical Co., a connected person.
Subject Matter

Pursuant to the Long Term Toluene Supply Framework Agreement, the Company
(including its subsidiaries) has agreed to supply toluene to Jiahua Energy Chemical Co.
(including its subsidiaries) from 1 February 2024 to 31 December 2024 and the two
years ending 31 December 2025 and 2026 with an annual cap not exceeding
RMB120,000,000, RMB145,000,000 and RMB145,000,000 respectively.

Term

The Long Term Toluene Supply Framework Agreement shall commence from 1
February 2024 to 31 December 2026 (both days inclusive).

In the event that the Company and Jiahua Energy Chemical Co. are able to enter
into the Long Term Toluene Supply Framework Agreement upon being approved by
the Independent Sharcholders at the EGM in respect of the supply of toluene, the
Short Term Toluene Supply Agreement shall automatically terminate, even if the term
of the Short Term Toluene Supply Agreement has not expired.

Consideration

Pursuant to the Long Term Toluene Supply Framework Agreement, the selling
price for toluene shall be at a price which is the weighted average of those offered by
the Company to its independent customers for the relevant product of comparable
quality and volume during the same month of supply.

Determination of the pricing policy of toluene

In order to ensure that the selling price is no less favourable than the prevailing
market price, the Company would compare the selling price offered to its independent
customers and the unit purchase price will be agreed after arm’s length negotiation
with Jiahua Energy Chemical Co. In particular, the Company will seek to employ the
following measures:

(1) the finance department of the Group will obtain (i) all monthly invoices
issued by Group to its independent customers that purchase toluene from the
Group; and (ii) all selling contracts regarding toluene of comparable quality
entered into between the Group and other independent customers on a
regular basis to ascertain the completeness of the calculation as to the
weighted average selling prices of toluene since the selling prices of toluene
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payable by Jiahua Energy Chemical Co. are agreed to be the weighted
average prices of such toluene of comparable quality offered by the Group to
its independent customers during the same month of supply; and

(2) in the event that the prices of toluene that the Group sells Jiahua Energy
Chemical Co. are lower than the weighted average selling prices of such
toluene of comparable quality offered by the Group to its independent
customers (in other words the prices of toluene that the Group charges
Jiahua Energy Chemical Co. are less favourable than those offered by the
Group to independent customers) during the same month of supply, the
Group will negotiate with Jiahua Energy Chemical Co. to adjust the
proposed selling prices of toluene to prices that are equal to or higher than
the weighted average selling prices it offers to those independent customers.
If the prices of toluene the Group offers to Jiahua Energy Chemical Co. are
no less favourable than the weighted average of the selling price it offers to
independent customers, the finance department of the Group will arrange for
the approval of the prices offered by the Group by each of the head of the
finance department of the Group and the general manager of the Group.

Accordingly, the Board considers that the methods and procedures can ensure
that the sale of toluene will be conducted on normal commercial terms and not
prejudicial to the interests of the Company and its Shareholders as a whole.

Historical Transaction Figures and Proposed Caps

Set out below are the historical figures for the twelve months ended 31 December
2021 and 2022 and the eleven months from 1 January 2023 to 30 November 2023 and
the proposed caps for the period from 1 February 2024 to 31 December 2024 and the
two years ending 31 December 2025 and 2026 in respect of the transactions
contemplated under the Long Term Toluene Supply Framework Agreement:

Historical cap Historical amount Proposed cap amount
Eleven Eleven
months from months from

1 January 1 February

The twelve months ended The twelve months ended 2023 to 2024 to  The two years ending
31 December 31 December 30 November 31 December 31 December
Transaction 2021 2022 2023 2021 2022 2023 2024 2025 2026
RMB000  RMB000  RMB000  RMB000  RMB000  RMB000  RMB000  RMB000  RMB'000
Supply of toluene — 20,000 — — 4,337 120,000 145,000 145,000
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(6)

Basis of the Cap

The proposed cap for the Long Term Toluene Supply Framework Agreement are
based on:

(1) the historical amount of purchase of toluene made by Jiahua Energy
Chemical Co. from the Group for the twelve months ended 31 December
2021 and 2022 and the eleven months from 1 January 2023 to 30 November
2023;

(2) the expected amount of purchasing to be made by Jiahua Energy Chemical
Co. from the Group for the period from 1 February 2024 to 31 December
2024 and the two years ending 31 December 2025 and 2026; and

(3) the estimated market price of toluene for the period from 1 February 2024 to
31 December 2024 and the two years ending 31 December 2025 and 2026,
taking into account the simple average prevailing market price of toluene for
the twelve months ended 31 December 2021 and 2022 and the eleven months
from 1 January 2023 to 30 November 2023, being the actual figures available
to the Company at the time when the Company made the relevant cap
estimation.

Such projections are assumed solely for determining the annual caps and shall not
be regarded as any indication directly or indirectly as to the respective revenue,
profitability or trading prospects of the Group.

The independent non-executive Directors and the auditor of the Company will on
a regular basis be provided with the (i) Long Term Toluene Supply Framework
Agreement; (i) agreements entered into between the Group and independent third
parties; and (iii) fee quotations provided by independent third parties for the purchase
of toluene for review and comparison purposes. The independent non-executive
Directors will also review and compare the relevant payment terms, payment method
and price payable under these agreements to ensure that the transactions contemplated
under the Long Term Toluene Supply Framework Agreement are conducted on normal
commercial terms. The auditor of the Company will review and confirm the
transactions contemplated under the Long Term Toluene Supply Framework
Agreement are conducted in accordance with the terms of the Long Term Toluene
Supply Framework Agreement.

Long Term Gas Supply Framework Agreement
Date

25 December 2023
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Parties

(1) the Company; and

(2) Jiahua Energy Chemical Co., a connected person.
Subject Matter

Pursuant to the Long Term Gas Supply Framework Agreement, the Company
(including its subsidiaries) has agreed to supply oxygen, nitrogen, hydrogen and fuel
gas to Jiahua Energy Chemical Co. (including its subsidiaries) from 1 February 2024 to
31 December 2024 and the two years ending 31 December 2025 and 2026 with an
annual cap not exceeding RMB125,000,000, RMB235,000,000 and RMB250,000,000
respectively.

Term

The Long Term Gas Supply Framework Agreement shall commence from 1
February 2024 to 31 December 2026 (both days inclusive).

In the event that the Company and Jiahua Energy Chemical Co. are able to enter
into the Long Term Gas Supply Framework Agreement upon being approved by the
Independent Shareholders at the EGM in respect of the supply of oxygen, nitrogen,
hydrogen and fuel gas, the Short Term Gas Supply Agreement shall automatically
terminate, even if the term of the Short Term Gas Supply Agreement has not expired.

Consideration

Pursuant to the Long Term Gas Supply Framework Agreement, the selling price
for oxygen, nitrogen, hydrogen and fuel gas shall be at a price which is the weighted
average of those offered by the Company to its independent customers for the relevant
product of comparable quality and volume during the same month of supply.

Determination of the pricing policy of oxygen, nitrogen, hydrogen and fuel gas

In order to ensure that the selling price is no less favourable than the prevailing
market price, the Company would compare the selling price offered to its independent
customers and the unit purchase price will be agreed after arm’s length negotiation
with Jiahua Energy Chemical Co. In particular, the Company will seek to employ the
following measures:

(1) the finance department of the Group will obtain (i) all monthly invoices
issued by Group to its independent customers that purchase oxygen,
nitrogen, hydrogen and fuel gas from the Group; and (ii) all selling
contracts regarding oxygen, nitrogen, hydrogen and fuel gas of comparable
quality entered into between the Group and other independent customers on
a regular basis to ascertain the completeness of the calculation as to the
weighted average selling prices of oxygen, nitrogen, hydrogen and fuel gas
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since the selling prices of oxygen, nitrogen, hydrogen and fuel gas payable by
Jiahua Energy Chemical Co. are agreed to be the weighted average prices of
such oxygen, nitrogen, hydrogen and fuel gas of comparable quality offered
by the Group to its independent customers during the same month of supply;
and

(2) 1in the event that the prices of oxygen, nitrogen, hydrogen and fuel gas that
the Group sells Jiahua Energy Chemical Co. are lower than the weighted
average selling prices of such oxygen, nitrogen, hydrogen and fuel gas of
comparable quality offered by the Group to its independent customers (in
other words the prices of oxygen, nitrogen, hydrogen and fuel gas that the
Group charges Jiahua Energy Chemical Co. are less favourable than those
offered by the Group to independent customers) during the same month of
supply, the Group will negotiate with Jiahua Energy Chemical Co. to adjust
the proposed selling prices of oxygen, nitrogen, hydrogen and fuel gas to
prices that are equal to or higher than the weighted average selling prices it
offers to those independent customers. If the prices of oxygen, nitrogen,
hydrogen and fuel gas the Group offers to Jiahua Energy Chemical Co. are
no less favourable than the weighted average of the selling price it offers to
independent customers, the finance department of the Group will arrange for
the approval of the prices offered by the Group by each of the head of the
finance department of the Group and the general manager of the Group.

Accordingly, the Board considers that the methods and procedures can ensure
that the sale of oxygen, nitrogen, hydrogen and fuel gas will be conducted on normal
commercial terms and not prejudicial to the interests of the Company and its
Shareholders as a whole.

Historical Transaction Figures and Proposed Caps

Set out below are the historical figures for the twelve months ended 31 December
2021 and 2022 and the eleven months from 1 January 2023 to 30 November 2023 and
the proposed caps for the period from 1 February 2024 to 31 December 2024 and the
two years ending 31 December 2025 and 2026 in respect of the transactions
contemplated under the Long Term Gas Supply Framework Agreement:

Historical cap Historical amount Proposed cap amount
Eleven Eleven
months from months from
1 January 1 February

The twelve months ended The twelve months ended 2023 to 2024 to  The two years ending
31 December 31 December 30 November 31 December 31 December
Transaction 2021 2022 2023 2021 2022 2023 2024 2025 2026

RMB000  RMB000  RMB000  RMB000  RMB000  RMB000  RMB000  RMB000  RMB000

Supply of oxygen, nitrogen,
hydrogen and fuel gas 31,900 51,500 56,500 26,334 35,888 32,694 125,000 235,000 250,000
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Basis of the Cap

The proposed cap for the Long Term Gas Supply Framework Agreement are
based on:

(1) the historical amount of purchase of oxygen, nitrogen, hydrogen and fuel gas
made by Jiahua Energy Chemical Co. from the Group for the twelve months
ended 31 December 2021 and 2022 and the eleven months from 1 January
2023 to 30 November 2023;

(2) the expected amount of purchasing to be made by Jiahua Energy Chemical
Co. from the Group for the period from 1 February 2024 to 31 December
2024 and the two years ending 31 December 2025 and 2026; and

(3) the estimated market price of oxygen, nitrogen, hydrogen and fuel gas for the
period from 1 February 2024 to 31 December 2024 and the two years ending
31 December 2025 and 2026, taking into account the simple average
prevailing market price of oxygen, nitrogen, hydrogen and fuel gas for the
twelve months ended 31 December 2021 and 2022 and the eleven months
from 1 January 2023 to 30 November 2023, being the actual figures available
to the Company at the time when the Company made the relevant cap
estimation.

Such projections are assumed solely for determining the annual cap and shall not
be regarded as any indication directly or indirectly as to the respective revenue,
profitability or trading prospects of the Group.

The independent non-executive Directors and the auditor of the Company will on
a regular basis be provided with the (i) Long Term Gas Supply Framework Agreement;
(i1) agreements entered into between the Group and independent third parties; and (iii)
fee quotations provided by independent third parties for the purchase of oxygen,
nitrogen, hydrogen and fuel gas for review and comparison purposes. The independent
non-executive Directors will also review and compare the relevant payment terms,
payment method and price payable under these agreements to ensure that the
transactions contemplated under the Long Term Gas Supply Framework Agreement
are conducted on normal commercial terms. The auditor of the Company will review
and confirm the transactions contemplated under the Long Term Gas Supply
Framework Agreement are conducted in accordance with the terms of the Long
Term Gas Supply Framework Agreement.

The Directors would like to further supplement that the comparatively low
utilisation of the historical caps for the twelve months ended 31 December 2021, 2022
and 2023 under each of the (1) Long Term Steam Supply Framework Agreement, (2)
Long Term Fatty Alcohol Supply Framework Agreement, (3) Long Term Storage and
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Loading Services Framework Agreement, (4) Long Term Ethylene Supply Framework
Agreement, (5) Long Term Toluene Supply Framework Agreement and (6) Long Term
Gas Supply Framework Agreement was mainly due to the following factors:

(1) the decrease in market demand for commodities in ethylene, toluene and
oxygen, nitrogen, hydrogen and fuel gas in general due to the constant
downward trend in the global economic environment; and

(i1) the ramp up of the production facilities of the Group were still under testing
phase such that the Group was only able to use a relatively lesser amount of
low, medium and high pressure steam and fatty alcohol as raw materials for
the production of ethylene, toluene and oxygen, nitrogen, hydrogen and fuel
gas.

Despite of the above, the Directors are of the view that the usage of low, medium
and high pressure steam and fatty alcohol as raw materials will increase leading to an
increase in the production of ethylene, toluene and oxygen, nitrogen, hydrogen and
fuel gas in particular for the eleven months ending 31 December 2024 onwards due to
the following factors:

(1) the ramp up of the production facilities of the Group is expected to complete
by the end of 31 December 2024 and the production capacity is expected to
increase during the eleven months ending 31 December 2024 to cope for and
in preparation of the full operation of the production facilities;

(i1) the completion of the ramp up of the production facilities is expected to
increase the production capacity of by at least 200% in average after internal
testing leading to an increase in the usage of low, medium and high pressure
steam and fatty alcohol as raw materials; and

(ii1) the gradually increase in demand of commodities in ethylene, toluene and
oxygen, nitrogen, hydrogen and fuel gas due to the gradual recovery of the
global economic environment as evidenced by the increase in the number of
enquiries and confirmations received by the Group for placing orders for the
year ending 31 December 2024 onwards.

Therefore, the Directors are of the view that having a substantial increase in the
proposed caps for the eleven months ending 31 December 2024 and the two years
ending 31 December 2025 and 2026 as compared to the proposed cap for the eleven
months ending 31 December 2024 under each of the (1) Long Term Steam Supply
Framework Agreement, (2) Long Term Fatty Alcohol Supply Framework Agreement,
(3) Long Term Storage and Loading Services Framework Agreement, (4) Long Term
Ethylene Supply Framework Agreement, (5) Long Term Toluene Supply Framework
Agreement and (6) Long Term Gas Supply Framework Agreement is reasonable and
justifiable taking into account of the reasons mentioned above.
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REASONS FOR AND BENEFITS OF THE TRANSACTIONS
(1) Long Term Steam Supply Framework Agreement

Given that Jiahua Energy Chemical Co. is the only company that provides low,
medium and high pressure steam in the Zhapu area of Jiaxing City, the PRC, which is the
same economic development zone where the Group is located, it is impractical for the
Group to source steam from another arca as both steam pressure and steam heat would be
lost substantially during the transmission of steam through long-distance pipelines. In
particular, as the production base of the Group is situated close to that of Jiahua Energy
Chemical Co., the transportation cost of steam from Jiahua Energy Chemical Co. to the
Group is reduced. Moreover, Jiahua Energy Chemical Co. has been supplying steam to the
Group since the year ended 31 December 2007 and the quality of goods and services
provided by it has been considered by the Group to be satisfactory.

Based on past operational convenience and benefits brought to the Group and
extended business relationships established between the Group and Jiahua Energy Chemical
Co., such continuing relationships are expected to bring synergies to the parties. Further, as
the Group has an existing transmission network for steam in place for transmission of
steam from Jiahua Energy Chemical Co., the Group can procure supply of steam from
Jiahua Energy Chemical Co. without incurring additional fixed costs. The Long Term
Steam Supply Framework Agreement is on normal commercial terms given that the pricing
and terms are no more favourable for Jiahua Energy Chemical Co. than those given to other
independent purchasers. In view of the geographical proximity and to secure a constant and
stable supply of low, medium and high pressure steam for production purposes in the
future, the Group entered into the Long Term Steam Supply Framework Agreement.

(2) Long Term Fatty Alcohol Supply Framework Agreement

Fatty alcohol is a major raw material used by the Group in the production of AEO
surfactants. Since the second half of 2013, Jiahua Energy Chemical Co. has been producing
fatty alcohol and offering fatty alcohol for sale. As the production base of the Group is
situated close to that of Jiahua Energy Chemical Co., the transportation costs of fatty
alcohol from Jiahua Energy Chemical Co. to the Group can be reduced. In view of the
geographical proximity and to secure a constant and stable supply of fatty alcohol for its
production purposes on fair commercial terms and at a reasonable price, the Group entered
into the Long Term Fatty Alcohol Supply Framework Agreement with Jiahua Energy
Chemical Co..

(3) Long Term Storage and Loading Services Framework Agreement

The entering into of the Long Term Storage and Loading Services Framework
Agreement is on a non-exclusive basis and it enables the Group to have more options in
terms of docking, port and storage services accesses and there are internal controls in place
to ensure that the terms and rates offered by Jiahua Energy Chemical Co. are no less
favourable than those offered by other independent docking, port and storage services
providers. In view of the foregoing reasons, the Group entered into the Long Term Storage
and Loading Services Framework Agreement.
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(4) Long Term Ethylene Supply Framework Agreement

The entering into of the Long Term Ethylene Supply Framework Agreement with
Jiahua Energy Chemical Co. opens up an option for the Group to sell ethylene to Jiahua
Energy Chemical Co. at the price which is no less favourable than the prevailing market
price (based on the aforesaid pricing mechanism and internal controls) when the Group has
spare capacity in terms of ethylene output. As mentioned above, the geographical proximity
between the production base of the Group and that of Jiahua Energy Chemical Co. and the
long and well established business relationships between the Group and Jiahua Energy
Chemical Co. bring synergies to the parties. In view of the foregoing reasons, the Group
entered into the Long Term Ethylene Supply Framework Agreement with Jiahua Energy
Chemical Co..

(5) Long Term Toluene Supply Framework Agreement

The entering into of the Long Term Toluene Supply Framework Agreement will open
up an option for the Group to sell toluene to Jiahua Energy Chemical Co. and enable the
Group to extend its business relationships between the Group and Jiahua Energy Chemical
Co. and its wholly-owned subsidiary, Jiafu New Material, and further bring synergies to the
parties. In addition, as the production base of the Group is situated close to that of Jiahua
Energy Chemical Co. and its wholly-owned subsidiary, Jiafu New Material, the delivery
costs of goods to be borne by the Group can be reduced. The Long Term Toluene Supply
Framework Agreement allows the Group to maximize the usage of its relevant production
facilities for toluene production at the time of having spare capacity. In view of the
foregoing reasons, the Group entered into the Long Term Toluene Supply Framework
Agreement with Jiahua Energy Chemical Co..

(6) Long Term Gas Supply Framework Agreement

The entering into of the Long Term Gas Supply Framework Agreement will open up
an option for the Group to sell oxygen, nitrogen, hydrogen and fuel gas to Jiahua Energy
Chemical Co. and enable the Group to extend its business relationships between the Group
and Jiahua Energy Chemical Co. and further bring synergies to the parties. In addition, as
the production base of the Group is situated close to that of Jiahua Energy Chemical Co.,
the delivery costs of goods to be borne by the Group can be reduced. The Long Term Gas
Supply Framework Agreement allows the Group to maximize the usage of its relevant
production facilities for gas and miscellaneous material production at the time of having
spare capacity. In view of the foregoing reasons, the Company entered into the Long Term
Gas Supply Framework Agreement with Jiahua Energy Chemical Co..

The Directors (including the independent non-executive Directors) are of the view that
the terms and conditions of each of the (1) Long Term Steam Supply Framework
Agreement, (2) Long Term Fatty Alcohol Supply Framework Agreement, (3) Long Term
Storage and Loading Services Framework Agreement, (4) Long Term Ethylene Supply
Framework Agreement, (5) Long Term Toluene Supply Framework Agreement and (6)
Long Term Gas Supply Framework Agreement are fair and reasonable and on normal
commercial terms and in the ordinary and usual course of business of the Group and that
the entering into each of the (1) Long Term Steam Supply Framework Agreement, (2) Long
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Term Fatty Alcohol Supply Framework Agreement, (3) Long Term Storage and Loading
Services Framework Agreement, (4) Long Term Ethylene Supply Framework Agreement,
(5) Long Term Toluene Supply Framework Agreement and (6) Long Term Gas Supply
Framework Agreement is in the interests of the Company and its Shareholders as a whole.

Each of the (1) Long Term Steam Supply Framework Agreement, (2) Long Term Fatty
Alcohol Supply Framework Agreement, (3) Long Term Storage and Loading Services
Framework Agreement, (4) Long Term Ethylene Supply Framework Agreement, (5) Long
Term Toluene Supply Framework Agreement and (6) Long Term Gas Supply Framework
Agreement will be subject to the annual review by the Company’s external auditors and the
independent non-executive Directors under Rules 14A.55 and 14A.56 of the Listing Rules.

INFORMATION OF JIAHUA ENERGY CHEMICAL CO.

Jiahua Energy Chemical Co. is a limited company established in the PRC and is
principally engaged in the business of production and trading of desalinated water, steam,
chlor-alkali, ortho-para, fatty alcohol and sulfuric acid. Jiahua Energy Chemical Co. is
currently listed on the Shanghai Stock Exchange (stock code: 600273). Other than Jiahua,
there are no other shareholders who individually hold more than 10% or above interests in
Jiahua Energy Chemical Co.. As at the Latest Practicable Date, Mr. Guan and Hangzhou
Haoming are interested in approximately 1.70% and 68.82% of the shares of Jiahua.

INFORMATION OF THE COMPANY AND THE GROUP

The principal activities of the Group are the manufacture and supply of ethylene oxide,
ethylene glycol, polypropylene, methyl tert-butyl ether and surfactants in the PRC. The
Group was also engaged in the provision of processing services for polypropylene, methyl
tert-butyl ether and surfactants to its customers and the production and supply of other
chemical products such as C4, pentene and industrial gases, namely oxygen, nitrogen and
argon in the PRC.

LISTING RULES IMPLICATIONS

As at the Latest Practicable Date, Jiahua Energy Chemical Co. is owned as to
approximately 36.77% by Jiahua, which is ultimately controlled by Mr. Guan and Ms. Han.
As Ms. Han is Mr. Guan’s wife and an executive Director and Mr. Guan is a controlling
Shareholder of the Company, Jiahua Energy Chemical Co. is therefore an associate of Mr.
Guan and Ms. Han and is thus a connected person of the Company and the transactions
contemplated under each of the (1) Long Term Steam Supply Framework Agreement, (2)
Long Term Fatty Alcohol Supply Framework Agreement, (3) Long Term Storage and
Loading Services Framework Agreement, (4) Long Term Ethylene Supply Framework
Agreement, (5) Long Term Toluene Supply Framework Agreement and (6) Long Term Gas
Supply Framework Agreement constitute continuing connected transaction(s) of the
Company under Chapter 14A of the Listing Rules.
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Pursuant to Rule 14A.81 of the Listing Rules, each of the proposed annual caps under
each of the (1) Long Term Steam Supply Framework Agreement, (2) Long Term Fatty
Alcohol Supply Framework Agreement, (3) Long Term Storage and Loading Services
Framework Agreement, (4) Long Term Ethylene Supply Framework Agreement, (5) Long
Term Toluene Supply Framework Agreement and (6) Long Term Gas Supply Framework
Agreement are aggregated with each of the Short Term Steam Supply Agreement, Short
Term Fatty Alcohol Supply Agreement, Short Term Storage and Loading Services
Agreement, Short Term Ethylene Supply Agreement, Short Term Toluene Supply
Agreement and Short Term Gas Supply Agreement respectively as (i) they were entered
into between the Group and a connected person (i.e. Jiahua Energy Chemical Co.); and (ii)
they are respectively of a similar nature relating to the sale and purchase of chemical
products for the ordinary business of the Group.

As one or more of the applicable ratios in respect of the aggregated proposed annual
caps of each of the (1) Long Term Steam Supply Framework Agreement, (2) Long Term
Fatty Alcohol Supply Framework Agreement, (3) Long Term Storage and Loading Services
Framework Agreement, (4) Long Term Ethylene Supply Framework Agreement, (5) Long
Term Toluene Supply Framework Agreement and (6) Long Term Gas Supply Framework
Agreement is more than 5%, the transactions contemplated under the (1) Long Term Steam
Supply Framework Agreement, (2) Long Term Fatty Alcohol Supply Framework
Agreement, (3) Long Term Storage and Loading Services Framework Agreement, (4)
Long Term Ethylene Supply Framework Agreement, (5) Long Term Toluene Supply
Framework Agreement and (6) Long Term Gas Supply Framework Agreement are
therefore subject to reporting, announcement, annual review and the Independent
Shareholders’ approval requirements under Chapter 14A of the Listing Rules.

Ms. Han was interested in each of the (1) Long Term Steam Supply Framework
Agreement, (2) Long Term Fatty Alcohol Supply Framework Agreement, (3) Long Term
Storage and Loading Services Framework Agreement, (4) Long Term Ethylene Supply
Framework Agreement, (5) Long Term Toluene Supply Framework Agreement and (6)
Long Term Gas Supply Framework Agreement and she therefore abstained from voting on
the board resolutions of the Company approving each of the (1) Long Term Steam Supply
Framework Agreement, (2) Long Term Fatty Alcohol Supply Framework Agreement, (3)
Long Term Storage and Loading Services Framework Agreement, (4) Long Term Ethylene
Supply Framework Agreement, (5) Long Term Toluene Supply Framework Agreement and
(6) Long Term Gas Supply Framework Agreement and the transactions contemplated
thereunder. Save as disclosed, none of the Directors had any material interest in each of the
(1) Long Term Steam Supply Framework Agreement, (2) Long Term Fatty Alcohol Supply
Framework Agreement, (3) Long Term Storage and Loading Services Framework
Agreement, (4) Long Term Ethylene Supply Framework Agreement, (5) Long Term
Toluene Supply Framework Agreement and (6) Long Term Gas Supply Framework
Agreement and none of them were required to abstain from voting on the board resolutions
of the Company in respect thereof.
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GENERAL

The Company will seek Independent Shareholders’ approval for, among other things,
the entering into each of the (1) Long Term Steam Supply Framework Agreement, (2) Long
Term Fatty Alcohol Supply Framework Agreement, (3) Long Term Storage and Loading
Services Framework Agreement, (4) Long Term Ethylene Supply Framework Agreement,
(5) Long Term Toluene Supply Framework Agreement and (6) Long Term Gas Supply
Framework Agreement at the EGM. The Company has established the Independent Board
Committee to advise the Independent Shareholders as to whether the terms of each of the
(1) Long Term Steam Supply Framework Agreement, (2) Long Term Fatty Alcohol Supply
Framework Agreement, (3) Long Term Storage and Loading Services Framework
Agreement, (4) Long Term Ethylene Supply Framework Agreement, (5) Long Term
Toluene Supply Framework Agreement and (6) Long Term Gas Supply Framework
Agreement and the respective proposed annual caps contemplated thereunder are fair and
reasonable, in the ordinary and usual course of business of the Group, on normal
commercial terms and in the interests of the Company and Shareholders as whole.

Lego Corporate Finance Limited has been appointed as the Independent Financial
Adviser to advise the Independent Board Committee on the whether the terms of each of the
(1) Long Term Steam Supply Framework Agreement, (2) Long Term Fatty Alcohol Supply
Framework Agreement, (3) Long Term Storage and Loading Services Framework
Agreement, (4) Long Term Ethylene Supply Framework Agreement, (5) Long Term
Toluene Supply Framework Agreement and (6) Long Term Gas Supply Framework
Agreement and the respective proposed annual caps contemplated thereunder are fair and
reasonable, in the ordinary and usual course of business of the Group, on normal
commercial terms and in the interests of the Company and Shareholders as whole.

THE EGM

The Company will convene the EGM at 9 February 2024, 12:00p.m. at 5/F, United
Centre, 95 Queensway, Admiralty, Hong Kong at which ordinary resolutions will be
proposed for the Independent Shareholders to consider and, if thought fit, approving,
among other things, the entering into each of the (1) Long Term Steam Supply Framework
Agreement, (2) Long Term Fatty Alcohol Supply Framework Agreement, (3) Long Term
Storage and Loading Services Framework Agreement, (4) Long Term Ethylene Supply
Framework Agreement, (5) Long Term Toluene Supply Framework Agreement and (6)
Long Term Gas Supply Framework Agreement. A notice of the EGM is set out on pages 73
to 77 of this circular.

A form of proxy for use at the EGM is also enclosed. Whether or not you intend to
attend the EGM, you are requested to complete and return the accompanying form of proxy
in accordance with the instructions printed thereon to the Company’s branch share registrar
and transfer office in Hong Kong, Tricor Investor Services Limited at 17/F, Far East
Finance Centre, 16 Harcourt Road, Hong Kong as soon as possible and in any event not
less than 48 hours before the time of the EGM or any adjournment thereof. Completion and
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return of the form of proxy will not preclude you from attending and voting in person at the
EGM or any adjournment thereof should you so wish and in such event, the form of proxy
shall be deemed to be revoked.

VOTING BY POLL

Pursuant to Rule 13.39(4) of the Listing Rules, any vote of sharecholders at a general
meeting must be taken by poll except where the chairman, in good faith, decides to allow a
resolution which relates purely to a procedural or administrative matter to be voted on by a
show of hands. Therefore, the resolutions put to the vote at the EGM will be taken by way
of poll. The chairman of the EGM will explain the detailed procedures for conducting a poll
at the commencement of the EGM. After the conclusion of the EGM, the poll results will be
published on the respective websites of the Stock Exchange and the Company.

As at the Latest Practicable Date, 516,496,000 shares of the Company were held by
Sure Capital Holdings Limited (“Sure Capital”) which was wholly-owned by Yihao
Development Limited which was held under the Yihao Trust, the trustee of which was
Vistra Trust (Singapore) Pte. Ltd (“Vistra Singapore”). The Yihao Trust was established by
Mr. Guan and Ms. Han as settlors for the benefit of the children of Mr. Guan and Ms. Han
and their issue. Accordingly, each of Mr. Guan, Ms. Han, Ms. Guan and Vistra Singapore
are deemed to be interested in such shares under the SFO.

Accordingly, each of Mr. Guan, Ms. Han, Ms. Guan and Vistra Singapore are required
to abstain from voting at the EGM under the Listing Rules in respect of the resolutions
approving, among other things, the entering into each of the (1) Long Term Steam Supply
Framework Agreement, (2) Long Term Fatty Alcohol Supply Framework Agreement, (3)
Long Term Storage and Loading Services Framework Agreement, (4) Long Term Ethylene
Supply Framework Agreement, (5) Long Term Toluene Supply Framework Agreement and
(6) Long Term Gas Supply Framework Agreement. As each of Mr. Guan, Ms. Han, Ms.
Guan and Vistra Singapore are deemed to be interested in 516,496,000 shares, such number
of Shares held by Sure Capital shall be required to be abstained from voting at the EGM.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from Tuesday, 6 February 2024
to Friday, 9 February 2024, both days inclusive, for the purpose of ascertaining the right of
shareholders of the Company to attend and vote at the EGM to be held on Friday, 9
February 2024. In order to qualify for attending and voting at the EGM, all transfers
documents accompanied by the relevant share certificates must be deposited with the
branch share registrar of the Company in Hong Kong, Tricor Investor Services Limited at
17/F, Far East Finance Centre, 16 Harcourt Road, Hong Kong for registration not later
than 4:30 p.m. on Monday, 5 February 2024.

RECOMMENDATION

Your attention is drawn to the letter from the Independent Board Committee set out
on pages 34 to 37 of this circular and the letter from the Independent Financial Adviser to
the Independent Board Committee and the Independent Shareholders set out on pages 38 to
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64 of this circular in connection with (i) each of the (1) Long Term Steam Supply
Framework Agreement, (2) Long Term Fatty Alcohol Supply Framework Agreement, (3)
Long Term Storage and Loading Services Framework Agreement, (4) Long Term Ethylene
Supply Framework Agreement, (5) Long Term Toluene Supply Framework Agreement and
(6) Long Term Gas Supply Framework Agreement and the respective proposed annual caps
contemplated thereunder; and (ii) the proposed annual caps for the period from 1 February
2024 to 31 December 2024 and the two years ending 31 December 2025 and 2026 for the
transactions contemplated under each of the (1) Long Term Steam Supply Framework
Agreement, (2) Long Term Fatty Alcohol Supply Framework Agreement, (3) Long Term
Storage and Loading Services Framework Agreement, (4) Long Term Ethylene Supply
Framework Agreement, (5) Long Term Toluene Supply Framework Agreement and (6)
Long Term Gas Supply Framework Agreement and the respective proposed annual caps
contemplated thereunder and the principal factors and reasons considered by the
Independent Financial Adviser in arriving at such advice.

The Independent Board Committee, having taken into account the advice from Lego
Corporate Finance Limited, considers that (i) each of the (1) Long Term Steam Supply
Framework Agreement, (2) Long Term Fatty Alcohol Supply Framework Agreement, (3)
Long Term Storage and Loading Services Framework Agreement, (4) Long Term Ethylene
Supply Framework Agreement, (5) Long Term Toluene Supply Framework Agreement and
(6) Long Term Gas Supply Framework Agreement and the respective proposed annual caps
contemplated thereunder; and (ii) the proposed annual caps for the period from 1 February
2024 to 31 December 2024 and the two years ending 31 December 2025 and 2026 for the
transactions contemplated under each of the (1) Long Term Steam Supply Framework
Agreement, (2) Long Term Fatty Alcohol Supply Framework Agreement, (3) Long Term
Storage and Loading Services Framework Agreement, (4) Long Term Ethylene Supply
Framework Agreement, (5) Long Term Toluene Supply Framework Agreement and (6)
Long Term Gas Supply Framework Agreement and the respective proposed annual caps
contemplated thereunder were entered into on normal commercial terms and the terms
thereof are fair and reasonable and in the interest of the Company and the Shareholders as
a whole.

Accordingly, the Directors, including the Independent Board Committee, recommend
the Shareholders to vote in favour of the ordinary resolutions to approve (i) the entering
into of each of the (1) Long Term Steam Supply Framework Agreement, (2) Long Term
Fatty Alcohol Supply Framework Agreement, (3) Long Term Storage and Loading Services
Framework Agreement, (4) Long Term Ethylene Supply Framework Agreement, (5) Long
Term Toluene Supply Framework Agreement and (6) Long Term Gas Supply Framework
Agreement; and (ii) the proposed annual caps for the period from 1 February 2024 to 31
December 2024 and the two years ending 31 December 2025 and 2026 for the transactions
contemplated under each of the (1) Long Term Steam Supply Framework Agreement, (2)
Long Term Fatty Alcohol Supply Framework Agreement, (3) Long Term Storage and
Loading Services Framework Agreement, (4) Long Term Ethylene Supply Framework
Agreement, (5) Long Term Toluene Supply Framework Agreement and (6) Long Term Gas
Supply Framework Agreement at the EGM as set out in the notice of the EGM.

— 32 —



LETTER FROM THE BOARD

ADDITIONAL INFORMATION

Your attention is drawn to the additional information set out in the appendices to this
circular.

MISCELLANEOUS

The English text of this circular shall prevail over the Chinese text for the purpose of
interpretation.

Yours faithfully
By Order of the Board
China Sanjiang Fine Chemicals Company Limited
Han Jianhong
Chairlady and executive Director
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=)Iitl
SANJIANG CHEMICAL
CHINA SANJIANG FINE CHEMICALS COMPANY LIMITED

FE=ZIFALIRTR LA

(Incorporated in the Cayman Islands with limited liability)
(Stock Code: 2198)

22 January 2024
To the Independent Shareholders

CONTINUING CONNECTED TRANSACTIONS
(1) LONG TERM STEAM SUPPLY FRAMEWORK AGREEMENT
(2) LONG TERM FATTY ALCOHOL SUPPLY
FRAMEWORK AGREEMENT
(3) LONG TERM STORAGE AND
LOADING SERVICES FRAMEWORK AGREEMENT
(4) LONG TERM ETHYLENE SUPPLY FRAMEWORK AGREEMENT
(5) LONG TERM TOLUENE SUPPLY FRAMEWORK AGREEMENT
(6) LONG TERM GAS SUPPLY FRAMEWORK AGREEMENT
AND
NOTICE OF EGM

Dear Sir or Madam,

We refer to the circular of the Company dated 22 January 2024 (the “Circular”) to the
Shareholders, of which this letter forms part. Unless the context otherwise requires, terms
defined in the Circular shall have the same meanings when used in this letter.

We have been appointed as members of the Independent Board Committee to advise
you as to whether, in our opinion, (i) the terms of each of the (1) Long Term Steam Supply
Framework Agreement, (2) Long Term Fatty Alcohol Supply Framework Agreement, (3)
Long Term Storage and Loading Services Framework Agreement, (4) Long Term Ethylene
Supply Framework Agreement, (5) Long Term Toluene Supply Framework Agreement and
(6) Long Term Gas Supply Framework Agreement; and (ii) the proposed annual caps for
the period from 1 February 2024 to 31 December 2024 and the two years ending 31
December 2025 and 2026 for the transactions contemplated under each of the (1) Long
Term Steam Supply Framework Agreement, (2) Long Term Fatty Alcohol Supply
Framework Agreement, (3) Long Term Storage and Loading Services Framework
Agreement, (4) Long Term Ethylene Supply Framework Agreement, (5) Long Term
Toluene Supply Framework Agreement and (6) Long Term Gas Supply Framework
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Agreement are fair and reasonable, in the ordinary and usual course of business of the
Group, on normal commercial terms and in the interests of the Company and Shareholders
as whole.

Lego Corporate Finance Limited has been appointed by the Company as the
Independent Financial Adviser to advise the Independent Board Committee and the
Independent Sharcholders in connection with (i) each of the (1) Long Term Steam Supply
Framework Agreement, (2) Long Term Fatty Alcohol Supply Framework Agreement, (3)
Long Term Storage and Loading Services Framework Agreement, (4) Long Term Ethylene
Supply Framework Agreement, (5) Long Term Toluene Supply Framework Agreement and
(6) Long Term Gas Supply Framework Agreement; and (ii) the proposed annual caps for
the period from 1 February 2024 to 31 December 2024 and the two years ending 31
December 2025 and 2026 for the transactions contemplated under each of the (1) Long
Term Steam Supply Framework Agreement, (2) Long Term Fatty Alcohol Supply
Framework Agreement, (3) Long Term Storage and Loading Services Framework
Agreement, (4) Long Term Ethylene Supply Framework Agreement, (5) Long Term
Toluene Supply Framework Agreement and (6) Long Term Gas Supply Framework
Agreement.

Your attention is drawn to the “Letter from the Board” set out on pages 6 to 33 of the
Circular which contains, inter alia, information about (i) the terms of each of the (1) Long
Term Steam Supply Framework Agreement, (2) Long Term Fatty Alcohol Supply
Framework Agreement, (3) Long Term Storage and Loading Services Framework
Agreement, (4) Long Term Ethylene Supply Framework Agreement, (5) Long Term
Toluene Supply Framework Agreement and (6) Long Term Gas Supply Framework
Agreement; and (ii) the proposed annual caps for the period from 1 February 2024 to 31
December 2024 and the two years ending 31 December 2025 and 2026 for the transactions
contemplated under each of the (1) Long Term Steam Supply Framework Agreement, (2)
Long Term Fatty Alcohol Supply Framework Agreement, (3) Long Term Storage and
Loading Services Framework Agreement, (4) Long Term Ethylene Supply Framework
Agreement, (5) Long Term Toluene Supply Framework Agreement and (6) Long Term Gas
Supply Framework Agreement.

The “Letter from the Independent Financial Adviser” is set out on pages 38 to 64 of the
Circular which contains its advice in respect of (i) each of the (1) Long Term Steam Supply
Framework Agreement, (2) Long Term Fatty Alcohol Supply Framework Agreement, (3)
Long Term Storage and Loading Services Framework Agreement, (4) Long Term Ethylene
Supply Framework Agreement, (5) Long Term Toluene Supply Framework Agreement and
(6) Long Term Gas Supply Framework Agreement; and (ii) the proposed annual caps for
the period from 1 February 2024 to 31 December 2024 and the two years ending 31
December 2025 and 2026 for the transactions contemplated under each of the (1) Long
Term Steam Supply Framework Agreement, (2) Long Term Fatty Alcohol Supply
Framework Agreement, (3) Long Term Storage and Loading Services Framework
Agreement, (4) Long Term Ethylene Supply Framework Agreement, (5) Long Term
Toluene Supply Framework Agreement and (6) Long Term Gas Supply Framework
Agreement together with the principal factors taken into consideration.
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Having considered (i) the terms of each of (1) Long Term Steam Supply Framework
Agreement, (2) Long Term Fatty Alcohol Supply Framework Agreement, (3) Long Term
Storage and Loading Services Framework Agreement, (4) Long Term Ethylene Supply
Framework Agreement, (5) Long Term Toluene Supply Framework Agreement and (6)
Long Term Gas Supply Framework Agreement; and (ii) the proposed annual caps for the
period from 1 February 2024 to 31 December 2024 and the two years ending 31 December
2025 and 2026 for the transactions contemplated under each of the (1) Long Term Steam
Supply Framework Agreement, (2) Long Term Fatty Alcohol Supply Framework
Agreement, (3) Long Term Storage and Loading Services Framework Agreement, (4)
Long Term Ethylene Supply Framework Agreement, (5) Long Term Toluene Supply
Framework Agreement and (6) Long Term Gas Supply Framework Agreement and having
taken into account the factors and reasons considered by and the advice from the
Independent Financial Adviser as stated in their letter dated 22 January 2024, we consider
that (i) the terms of each of the (1) Long Term Steam Supply Framework Agreement, (2)
Long Term Fatty Alcohol Supply Framework Agreement, (3) Long Term Storage and
Loading Services Framework Agreement, (4) Long Term Ethylene Supply Framework
Agreement, (5) Long Term Toluene Supply Framework Agreement and (6) Long Term Gas
Supply Framework Agreement; and (ii) the proposed annual caps for the period from 1
February 2024 to 31 December 2024 and the two years ending 31 December 2025 and 2026
for the transactions contemplated under each of the (1) Long Term Steam Supply
Framework Agreement, (2) Long Term Fatty Alcohol Supply Framework Agreement, (3)
Long Term Storage and Loading Services Framework Agreement, (4) Long Term Ethylene
Supply Framework Agreement, (5) Long Term Toluene Supply Framework Agreement and
(6) Long Term Gas Supply Framework Agreement and the transactions thereunder are fair
and reasonable, in the ordinary and usual course of business of the Group, on normal
commercial terms so far as the interests of the Independent Shareholders are concerned; and
the entering into of each of the (1) Long Term Steam Supply Framework Agreement, (2)
Long Term Fatty Alcohol Supply Framework Agreement, (3) Long Term Storage and
Loading Services Framework Agreement, (4) Long Term Ethylene Supply Framework
Agreement, (5) Long Term Toluene Supply Framework Agreement and (6) Long Term Gas
Supply Framework Agreement are in the interests of the Company and the Independent
Shareholders as a whole.
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Accordingly, we recommend the Independent Shareholders to vote in favour of the
relevant resolutions to be proposed at the EGM to ratify and approve each of the (1) Long
Term Steam Supply Framework Agreement, (2) Long Term Fatty Alcohol Supply
Framework Agreement, (3) Long Term Storage and Loading Services Framework
Agreement, (4) Long Term Ethylene Supply Framework Agreement, (5) Long Term
Toluene Supply Framework Agreement and (6) Long Term Gas Supply Framework
Agreement and the respective proposed annual caps contemplated thereunder.

Yours faithfully,
For and on behalf of
The Independent Board Committee

Mr. SHEN Kaijun Ms. PEI Yu Mr. KONG Liang
Independent non-executive Directors
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The following is the full text of the letter from the Independent Financial Adviser setting
out the advice to the Independent Board Committee and the Independent Shareholders in
relation to the Long Term Steam Supply Framework Agreement, the Long Term Fatty Alcohol
Supply Framework Agreement, the Long Term Storage and Loading Services Framework
Agreement, the Long Term Ethylene Supply Framework Agreement, the Long Term Toluene
Supply Framework Agreement and the Long Term Gas Supply Framework Agreement and the
respective proposed annual caps contemplated thereunder, which has been prepared for the
purpose of inclusion in this circular.

Lego Corporate
Finance Limited
NEEXEMEBRQT

22 January 2024

To: The Independent Board Committee and the Independent Shareholders
of China Sanjiang Fine Chemicals Company Limited

Dear Sir or Madam,

CONTINUING CONNECTED TRANSACTIONS
(1) LONG TERM STEAM SUPPLY FRAMEWORK AGREEMENT
(2) LONG TERM FATTY ALCOHOL SUPPLY
FRAMEWORK AGREEMENT
(3) LONG TERM STORAGE AND
LOADING SERVICES FRAMEWORK AGREEMENT
(4) LONG TERM ETHYLENE SUPPLY FRAMEWORK AGREEMENT
(5) LONG TERM TOLUENE SUPPLY FRAMEWORK AGREEMENT
(6) LONG TERM GAS SUPPLY FRAMEWORK AGREEMENT

INTRODUCTION

We refer to our appointment as the Independent Financial Adviser to advise the
Independent Board Committee and the Independent Shareholders in respect of the terms of
the Long Term Steam Supply Framework Agreement, the Long Term Fatty Alcohol Supply
Framework Agreement, the Long Term Storage and Loading Services Framework
Agreement, the Long Term Ethylene Supply Framework Agreement, the Long Term
Toluene Supply Framework Agreement and the Long Term Gas Supply Framework
Agreement (collectively, the “CCT Agreements”) and the respective proposed annual caps
contemplated thereunder, details of which are set out in the section headed “Letter from the
Board” (the “Letter from the Board”) contained in the circular issued by the Company to
the Shareholders dated 22 January 2024 (the “Circular”), of which this letter forms apart.
Terms used in this letter shall have the same meanings as defined in the Circular unless the
context otherwise requires.

As disclosed in the Announcement, on 25 December 2023, Jiahua Energy Chemical Co.
and the Company entered into the CCT Agreements.

— 38 —



LETTER FROM LEGO CORPORATE FINANCE LIMITED

As at the Latest Practicable Date, Jiahua Energy Chemical Co. was owned as to
approximately 36.77% by Jiahua, which was ultimately controlled by Mr. Guan and Ms.
Han. As Ms. Han is Mr. Guan’s wife and an executive Director, and Mr. Guan is a
controlling Sharcholder of the Company, Jiahua Energy Chemical Co. is therefore an
associate of Mr. Guan and Ms. Han and is thus a connected person of the Company and the
transactions contemplated under each of the CCT Agreements constitute continuing
connected transactions of the Company under Chapter 14A of the Listing Rules.

Pursuant to Rule 14A.81 of the Listing Rules, each of the proposed annual caps under
each of the CCT Agreements should be aggregated with each of the Short Term Steam
Supply Agreement, the Short Term Fatty Alcohol Supply Agreement, the Short Term
Storage and Loading Services Agreement, the Short Term Ethylene Supply Agreement, the
Short Term Toluene Supply Agreement and the Short Term Gas Supply Agreement,
respectively, as (i) they were entered into between the Group and a connected person (i.e.
Jiahua Energy Chemical Co.); and (ii) they are respectively of a similar nature.

As one or more of the applicable ratios in respect of the aggregated proposed annual
caps of each of the CCT Agreements is more than 5%, the transactions contemplated under
each of the CCT Agreements are therefore subject to reporting, announcement, annual
review and the Independent Shareholders’ approval requirements under Chapter 14A of the
Listing Rules.

The EGM will be convened for the purpose of considering and, if thought fit,
approving the CCT Agreements and the respective proposed annual caps contemplated
thereunder by the Independent Shareholders. According to the Letter from the Board, each
of Mr. Guan, Ms. Han, Ms. Guan and Vistra Singapore are required to abstain from voting
at the EGM under the Listing Rules in respect of the resolutions approving the same.

THE INDEPENDENT BOARD COMMITTEE

The Independent Board Committee, comprising all the independent non-executive
Directors, namely Mr. Shen Kaijun, Ms. Pei Yu and Mr. Kong Liang, has been established
in connection with the CCT Agreements and the respective proposed annual caps
contemplated thereunder.

We, Lego Corporate Finance Limited, have been appointed by the Company as the
Independent Financial Adviser to advise the Independent Board Committee and the
Independent Shareholders in relation to the CCT Agreements and the respective proposed
annual caps contemplated thereunder and to make recommendations as to, among others,
whether the terms of the CCT Agreements and the respective proposed annual caps
contemplated thereunder are fair and reasonable, are normal commercial terms and in the
interests of the Company and the Independent Shareholders as a whole, and as to voting in
respect of the relevant resolutions at the EGM.
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As at the Latest Practicable Date, we did not have any relationships or interests with
the Company that could reasonably be regarded as relevant to our independence. In the last
two years, other than the engagement as the independent financial adviser to the then
respective independent board committee and independent shareholders of the Company in
respect of (1) the revision of annual caps for certain continuing connected transactions and a
discloseable and connected transaction of the Company, details of which are set out in the
circular of the Company dated 30 November 2022; and (ii) certain continuing connected
transactions of the Company, details of which are set out in the circular of the Company
dated 28 April 2023, there was no engagement, relationships or services provided between
the Group and Lego Corporate Finance Limited that would affect our independence. Apart
from normal professional fees paid or payable to us in connection with the aforesaid
engagements and the subject appointment as the Independent Financial Adviser, no
arrangements exist whereby we have received or will receive any fees or benefits from the
Group. Accordingly, we are independent under Rule 13.84 of the Listing Rules and
qualified to give independent advice in respect of the terms of the CCT Agreements and the
respective proposed annual caps contemplated thereunder.

BASIS OF OUR OPINION

In formulating our opinion and advice, we have relied on, among others, (i) the
information and facts contained or referred to in the Circular; (ii) the information provided
by the Group; (iii) the opinions expressed by and the representations of the Directors and
the management of the Group (the “Management”); and (iv) our review of the relevant
public information.

The Directors collectively and individually accept full responsibility, includes
particulars given in compliance with the Listing Rules for the purpose of giving
information with regard to the Company and, having made all reasonable enquiries,
confirm that to the best of their knowledge and belief, the information contained in the
Circular is accurate and complete in all material respects and not misleading or deceptive,
and there are no other matters the omission of which would make any statement herein or
the Circular misleading. We have assumed that all such statements, information, opinions
and representations contained or referred to in the Circular or otherwise expressed to us by
the Directors and/or the Management for which they are solely and wholly responsible for,
were true, accurate and complete in all respects as at the Latest Practicable Date and may be
relied upon. We have also sought and received confirmation from the Directors that no
material facts have been withheld or omitted from the information provided and referred to
in the Circular and that all information or representations provided to us by the Directors
and the Management are true, accurate, complete and not misleading in all respects at the
time they were made and continued to be so until the date of the EGM. The Company shall
inform the Independent Shareholders as soon as practicable if there is any material change
to such information in accordance with the Listing Rules on or before the date of the EGM.

We consider that we have reviewed sufficient information currently available under
present circumstances to reach an informed view and to justify our reliance on the accuracy
of the information contained in the Circular so as to provide a reasonable basis for our
recommendation. We have no reasons to suspect that any material information has been
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withheld by the Directors or the Management, or is misleading, untrue or inaccurate. We
have not, however, carried out any independent verification of the information provided,
representations made or opinion expressed by the Directors and the Management, nor have
we conducted any form of in-depth investigation into the business, affairs, operations,
financial position or future prospects of the Company or any of their respective subsidiaries
or associates. Our opinion is necessarily based on financial, economic, market and other
conditions in effect, and the information made available to us as at the Latest Practicable
Date.

This letter is issued for the information of the Independent Board Committee and the
Independent Shareholders solely in connection with their consideration of the CCT
Agreements and the respective proposed annual caps contemplated thereunder. Except for
its inclusion in the Circular, this letter shall not be quoted or referred to, in whole or in part,
nor shall it be used for any other purposes, without our prior written consent.

PRINCIPAL FACTORS AND REASONS CONSIDERED

In arriving at our recommendation in respect of the CCT Agreements and the
respective proposed annual caps contemplated thereunder, we have considered the
following principal factors and reasons.

1. Information on the Group and Jiahua Energy Chemical Co.

The principal activities of the Group are the manufacture and supply of ethylene oxide,
ethylene glycol, polypropylene, methyl tert-butyl ether and surfactants in the PRC. The
Group was also engaged in the provision of processing services for polypropylene, methyl
tert-butyl ether and surfactants to its customers and the production and supply of other
chemical products such as carbon four (“C4”), pentene and industrial gases, namely oxygen,
nitrogen and argon in the PRC.

According to the Letter from the Board, among others, Jiahua Energy Chemical Co. is
a limited company established in the PRC and is principally engaged in the business of
production and trading of desalinated water, steam, chlor-alkali, ortho-para, fatty alcohol
and sulfuric acid. Jiahua Energy Chemical Co. is currently listed on the Shanghai Stock
Exchange (stock code: 600273).

2. Reasons for the entering into of the CCT Agreements
Long Term Steam Supply Framework Agreement

As advised by the Management, both the Group and Jiahua Energy Chemical Co.
are located in the same economic development zone, being Zhapu District, Jiaxing
City, China, and in where Jiahua Energy Chemical Co. is the only company providing
low, medium and high pressure steam. Accordingly, it would be impractical for the
Group to source steam from another area as a significant loss of steam pressure and
steam heat may occur during the transmission of steam through long-distance
pipelines. In addition, with a relatively close production base to that of Jiahua
Energy Chemical Co. and an existing transmission network for steam from Jiahua
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Energy Chemical Co., it is expected that transportation cost of steam from Jiahua
Energy Chemical Co. would be relatively lower as compared to suppliers from other
area and no additional fixed cost to the Group would be incurred for establishing
transmission network. Furthermore, Jiahua Energy Chemical Co. has been supplying
steam to the Group for a long period of time since 2007 and the Group considers that
the quality of steam and services provided by it has been satisfactory.

Based on past operational convenience and benefits brought to the Group, as well
as extended business relationships established between the Group and Jiahua Energy
Chemical Co., it is expected that such continuing relationship will bring synergies to
both the Group and Jiahua Energy Chemical Co.. Considering all of the above, we are
of the view that the entering into of the Long Term Steam Supply Framework
Agreement is in the interests of the Group and the Independent Shareholders as a
whole.

Long Term Fatty Alcohol Supply Framework Agreement

As advised by the Management, fatty alcohol is a major raw material used by the
Group to produce fatty alcohol polyoxyethylene ether (“AEQ”) surfactants. Since the
second half of 2013, Jiahua Energy Chemical Co. has been producing fatty alcohol and
offering fatty alcohol for sale. Accordingly, taking into account the abovementioned
geographical proximity between the production bases of the Group and Jiahua Energy
Chemical Co., it is expected that a constant and stable supply of fatty alcohols would
be secured by the Group from Jiahua Energy Chemical Co. at a reduced cost of
transportation. Considering the above as well as the well-established business
relationships between the Group and Jiahua Energy Chemical Co. and the potential
synergies to be brought to both parties, we are of the view that the entering into of the
Long Term Fatty Alcohol Supply Framework Agreement is in the interests of the
Group and the Independent Shareholders as a whole.

Long Term Storage and Loading Services Framework Agreement

As advised by the Management, Jiahua Energy Chemical Co. has been providing
docking and port storage and loading services to the Group through its wholly-owned
subsidiary, #i VL Ei# 4@ M5 5E A 4 FR/A 7] (Zhejiang Zhapu Mei Fu Port and Storage
Co. Ltd.*), for a long period of time and the Group has considered such services to be
satisfactory. Also, the entering into of the Long Term Storage and Loading Services
Framework Agreement would provide the Group with more options in terms of
docking and port storage and loading services accesses. Accordingly, considering the
above as well as the well-established business relationships between the Group and
Jiahua Energy Chemical Co. and the potential synergies to be brought to both parties,
we are of the view that the entering into of the Long Term Storage and Loading
Services Framework Agreement is in the interests of the Group and the Independent
Shareholders as a whole.
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Long Term Ethylene Supply Framework Agreement

The entering into of the Long Term Ethylene Supply Framework Agreement
would allow the Group to maximise the usage of its production facilities for ethylene
by selling to Jiahua Energy Chemical Co. (including its subsidiaries). Further, given
the close proximity of the production bases of Jiahua Energy Chemical Co., the cost of
transportation of goods can be reduced. Considering the above as well as the
well-established business relationships between the Group and Jiahua Energy
Chemical Co. and the potential synergies to be brought in combination with the
respective experience and business presence in the chemical field of both parties, we are
of the view that the entering into of the Long Term Ethylene Supply Framework
Agreement is in the interests of the Group and the Independent Shareholders as a
whole.

Long Term Toluene Supply Framework Agreement

The entering into of the Long Term Toluene Supply Framework Agreement would
enable the Group to maximise the usage of its production facilities for toluene by
selling to Jiahua Energy Chemical Co. (including its subsidiaries). Further, due to the
close proximity of the production bases of Jiahua Energy Chemical Co., the cost of
transportation of goods can be reduced. Considering the above as well as the
well-established business relationships between the Group and Jiahua Energy
Chemical Co. and the potential synergies to be brought to both parties, we are of
the view that the entering into of the Long Term Toluene Supply Framework
Agreement is in the interests of the Group and the Independent Shareholders as a
whole.

Long Term Gas Supply Framework Agreement

The entering into of the Long Term Gas Supply Framework Agreement would
enable the Group to maximise the usage of its production facilities for gas and
miscellaneous material production by selling to Jiahua Energy Chemical Co. (including
its subsidiaries). Further, due to the close proximity of the production bases of Jiahua
Energy Chemical Co., the cost of transportation of goods can be reduced. Considering
the above as well as the well-established business relationships between the Group and
Jiahua Energy Chemical Co. and the potential synergies to be brought to both parties,
we are of the view that the entering into of the Long Term Gas Supply Framework
Agreement is in the interests of the Group and the Independent Shareholders as a
whole.

Accordingly, we consider that the entering into of the CCT Agreements is in the
interests of the Company and the Independent Shareholders as a whole.
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Principal terms under the CCT Agreements
3.1 Long Term Steam Supply Framework Agreement

Pursuant to the Long Term Steam Supply Framework Agreement, Jiahua Energy
Chemical Co. (including its subsidiaries) has agreed to supply low pressure steam (0.65
MPa and 1.3 MPa), medium pressure steam (3.4 MPa) and high pressure steam (4.6
MPa) to the Company (including its subsidiaries) from 1 February 2024 to 31
December 2024 and the two years ending 31 December 2025 and 2026, respectively.
The purchase price for low pressure steam (0.65 MPa and 1.3 MPa), medium pressure
steam (3.4 MPa) and high pressure steam (4.6 MPa) shall be the weighted average price
of those obtained by Jiahua Energy Chemical Co. from its independent purchasers for
the relevant product of comparable quality and steam pressure during the same month
of supply.

In assessing the fairness and reasonableness of the principal terms of the Long
Term Steam Supply Framework Agreement, we have attempted to obtain from the
Company any historical transaction between the Group as purchaser of similar steam
from independent third party. However, we were advised that there had been no such
historical transaction for comparison. Alternatively, we have obtained and reviewed (i)
ten sets of historical invoices between the Group as purchaser of steam and Jiahua
Energy Chemical Co. (“Steam Connected Invoices”) during the two years ended 31
December 2022 and 2023 and the eleven months ended 30 November 2023; and (ii) all
corresponding historical invoices between Jiahua Energy Chemical Co. as supplier of
steam and its independent customers (“Steam Jiahua Invoices”) issued in the respective
months of the Steam Connected Invoices. In selecting the Steam Connected Invoices
and Steam Jiahua Invoices, the respective sets of invoices both cover steam products
with various steam pressure namely the low pressure steam (1.3 MPa), medium
pressure steam (3.4 MPa) and high pressure steam (4.6 MPa) and were transacted
within each of the past three years, which we consider the Steam Jiahua Invoices and
Steam Connected Invoices are representative. Based on our review, we note that the
prices purchased by the Group from Jiahua Energy Chemical Co. are equivalent to or
better than the weighted average price purchased by independent customers of Jiahua
Energy Chemical Co. for steam with the same steam pressure. Accordingly, we
consider that the principal terms of the Long Term Steam Supply Framework
Agreement are normal commercial terms, fair and reasonable and in the interests of the
Company and the Independent Shareholders as a whole.

3.2 Long Term Fatty Alcohol Supply Framework Agreement

Pursuant to the Long Term Fatty Alcohol Supply Framework Agreement, Jiahua
Energy Chemical Co. (including its subsidiaries) has agreed to supply fatty alcohol to
the Company (including its subsidiaries) from 1 February 2024 to 31 December 2024
and the two years ending 31 December 2025 and 2026, respectively. The purchase price
for fatty alcohol shall be the weighted average price of the fatty alcohol purchased by
Jiahua Energy Chemical Co.’s independent customers with comparable purchase level
of the Company during the same month of supply.
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In assessing the fairness and reasonableness of the principal terms of the Long
Term Fatty Alcohol Supply Framework Agreement, we have attempted to compare the
terms under historical similar transaction between the Group as purchaser of fatty
alcohol with Jiahua Energy Chemical Co. (including its subsidiaries) and independent
third parties. However, as advised by the Group, there were only limited transactions
between the Group as purchaser of fatty alcohol and independent third parties (“Fatty
Alcohol I3P Invoices”) during 2022 and the eleven months ended 30 November 2023. In
this connection, we have obtained from the Company all the Fatty Alcohol I3P
Invoices and the two invoices entered between the Group as purchaser of fatty alcohol
and Jiahua Energy Chemical Co. (“Fatty Alcohol Connected Invoices”) during the same
months of the Fatty Alcohol I3P Invoices. Based on our review and as advised by the
Management, as the fatty alcohol purchased from independent third parties were
transported via land route, while that purchased from Jiahua Energy Chemical Co.
were transmitted via the existing transmission pipelines between Jiahua Energy
Chemical Co. and the Group to ensure the quality of the fatty alcohol can be delivered
in a timely and efficient manner, the Fatty Alcohol I3P Invoices and the Fatty Alcohol
Connected Invoices are therefore not comparable. Nonetheless, considering that the
Company will compare at least 3 quotations from other independent fatty alcohol
suppliers to ensure that the purchase price of fatty alcohol purchased by the Group
under the Long Term Fatty Alcohol Supply Framework Agreement is no less favorable
than that offered by other independent third party suppliers, we concur with the Board
that such internal control procedure can sufficiently ensure that the purchase of fatty
alcohol will be conducted on normal commercial terms and not prejudicial to the
interests of the Company and its Sharcholders as a whole. Accordingly, we consider
that the principal terms of the Long Term Fatty Alcohol Supply Framework
Agreement are normal commercial terms, fair and reasonable and in the interests of
the Company and the Independent Sharecholders as a whole.

3.3 Long Term Storage and Loading Services Framework Agreement

Pursuant to the Long Term Storage and Loading Services Framework Agreement,
Jiahua Energy Chemical Co. (including its subsidiaries) has agreed to supply docking
and port storage and loading services to the Company (including its subsidiaries) from
1 February 2024 to 31 December 2024 and the two years ending 31 December 2025 and
2026, respectively. The docking and loading services for the designated chemicals shall
be between the range of RMB25 to RMBI100 per tonne whereas the port storage
services shall be between the range of RMB100 to RMB250 per tonne, both depending
on the type of goods and level of usage, on the basis of the prevailing market rate and
after arm’s length negotiation.

In assessing the fairness and reasonableness of the principal terms of the Long
Term Storage and Loading Services Framework Agreement, we have attempted to
obtain from the Company historical similar transactions between the Group as the
purchaser and Jiahua Energy Chemical Co. (including its subsidiaries) and
independent third parties during the three years ended 31 December 2023 for (i) port
storage service; and (ii) docking and loading services. We note that the Company has
historically procured the port storage services from connected person during the
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second half of 2023. As advised by the Management, there had been no historical
transaction in relation to port storage services between the Group as the purchaser and
independent third parties during such period and therefore, no comparison on the
pricing terms of port storage services can be conducted. As regards the docking and
loading services, we were given to understand that the Group has historically procured
docking and loading services for methanol only from independent third parties. On this
basis, on random sampling basis, we have obtained from the Company and reviewed (i)
three sets of invoices in relation to docking and loading services for methanol between
the Group and connected persons (“Docking and Loading Connected Invoices”) during
the two years ended 31 December 2022 and 2023; and (ii) all invoices in relation to
comparable services between the Group and independent third parties (“Docking and
Loading I3P Invoices™) issued during the corresponding months. Considering that the
docking and loading services for methanol accounted for over 28% of the historical
transaction amount with respect to docking and loading services for the eleven months
ended 30 November 2023, we are of the view that the Docking and Loading Connected
Invoices and the Docking and Loading I3P Invoices are meaningful for the purpose of
assessing the pricing terms of the docking and loading services under the Long Term
Storage and Loading Services Framework Agreement. Based on our review, we note
that the unit prices under the Docking and Loading Connected Invoices are no less
favorable to the Group than those offered under the Docking and Loading I3P
Invoices. Furthermore, considering that the Company will compare the quotations
from other independent service providers for the docking and port storage and loading
services in the relevant area to ensure that the price offered to the Group under the
Long Term Storage and Loading Services Framework Agreement is no less favorable
than that offered by other independent third party suppliers, we concur with the Board
that such procedures can sufficiently ensure that the engagement of the docking and
port storage and loading services will be conducted on normal commercial terms and
not prejudicial to the interests of the Company and its Shareholders as a whole.
Accordingly, we consider that the principal terms of the Long Term Storage and
Loading Services Framework Agreement are normal commercial terms, fair and
reasonable and in the interests of the Company and the Independent Shareholders as a
whole.

3.4 Long Term Ethylene Supply Framework Agreement

Pursuant to the Long Term Ethylene Supply Framework Agreement, the
Company (including its subsidiaries) has agreed to supply ethylene to Jiahua Energy
Chemical Co. (including its subsidiaries) from 1 February 2024 to 31 December 2024
and the two years ending 31 December 2025 and 2026, respectively. The selling price
for ethylene shall be at a price which is the weighted average of those offered by the
Company to its independent customers for the relevant product of comparable quality
during the same month of supply.

In assessing the fairness and reasonableness of the principal terms of the Long
Term Ethylene Supply Framework Agreement, we have, on a random sampling basis,
obtained from the Company five sets of invoices in relation to the supply of ethylene
by the Group to Jiahua Energy Chemical Co. (“Ethylene Connected Invoices™) issued in
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five respective months during the eleven months from 1 January 2023 to 30 November
2023, which we consider to be representative as the Ethylene Connected Invoices
covered five months of our review period. For the purpose of our comparison, we have
obtained and reviewed all transactions entered into between the Group as supplier of
ethylene and independent third parties (“Ethylene I3P Transactions”) during the same
months of the Ethylene Connected Invoices. Based on our review and as advised by the
Management, as the sales of ethylene to the independent third parties were different in
terms of transportation mode and quantity, a meaningful comparison on the pricing
terms between the Ethylene Connected Invoices and the Ethylene I3P Transactions
cannot be drawn as they are not comparable. Nonetheless, as the Company will
compare the fee quotations offered by independent customers on a regular basis to
ensure that the price offered to Jiahua Energy Chemical Co. is no less favorable to the
Group than that offered to independent customers, we concur with the Board that
sufficient measures are in place to ensure that the sale of ethylene will be conducted on
normal commercial terms and not prejudicial to the interests of the Company and its
Shareholders as a whole. Accordingly, we consider that the principal terms of the Long
Term Ethylene Supply Framework Agreement are normal commercial terms, fair and
reasonable and in the interests of the Company and the Independent Shareholders as a
whole.

3.5 Long Term Toluene Supply Framework Agreement

Pursuant to the Long Term Toluene Supply Framework Agreement, the Company
(including its subsidiaries) has agreed to supply toluene to Jiahua Energy Chemical Co.
(including its subsidiaries) from 1 February 2024 to 31 December 2024 and the two
years ending 31 December 2025 and 2026, respectively. The selling price for toluene
shall be at a price which is the weighted average of those offered by the Company to its
independent customers for the relevant product of comparable quality and volume
during the same month of supply.

In assessing the fairness and reasonableness of the principal terms of the Long
Term Toluene Supply Framework Agreement, we have attempted to compare the terms
under historical similar transactions entered into by the Group as supplier of toluene
with Jiahua Energy Chemical Co. and independent third parties both during 2023.
However, as advised by the Management, there had been no historical transaction in
relation to the supply of toluene between the Group and independent third parties in
2023. Alternatively, as observed from OilChem China (P~ &&Hl) (www.oilchem.net),
an independent commodity information provider in the PRC and a commonly used
online platform in the petrochemical industry which showed the historical market price
of various chemicals, the selling prices offered to Jiahua Energy Chemical Co. by the
Group as shown under the historical invoices are within or higher than the respective
ranges of market price of toluene in the Huadong region of the PRC, where the Group
is principally operated in, during the relevant months. Nonetheless, considering that
the Company will compare the selling price offered to its independent customers on a
regular basis to ensure that the price offered to Jiahua Energy Chemical Co. is no less
favorable to the Group than that offered to independent customers, we concur with the
Board that such internal control procedure can sufficiently ensure that the sale of
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toluene will be conducted on normal commercial terms and not prejudicial to the
interests of the Company and its Shareholders as a whole. Accordingly, we consider
that the principal terms of the Long Term Toluene Supply Framework Agreement are
normal commercial terms, fair and reasonable and in the interests of the Company and
the Independent Shareholders as a whole.

3.6 Long Term Gas Supply Framework Agreement

Pursuant to the Long Term Gas Supply Framework Agreement, the Company
(including its subsidiaries) has agreed to supply oxygen, nitrogen, hydrogen and fuel
gas to Jiahua Energy Chemical Co. (including its subsidiaries) from 1 February 2024 to
31 December 2024 and the two years ending 31 December 2025 and 2026, respectively.
The selling price for oxygen, nitrogen, hydrogen and fuel gas shall be at a price which is
the weighted average of those offered by the Company to its independent customers for
the relevant product of comparable quality and volume during the same month of

supply.

In assessing the fairness and reasonableness of the principal terms of the Long
Term Gas Supply Framework Agreement, we have obtained from the Company the
historical similar transactions entered into by the Group as supplier of oxygen and
nitrogen, being the types of gas supplied by the Group to Jiahua Energy Chemical Co.
for the past three years. We were also advised by the Management that there had been
no historical comparable transactions between the Group as the supplier of oxygen and
Jiahua Energy Chemical Co. and independent third parties. In this regard, we have, on
a random sampling basis, obtained from the Company (i) five sets of invoices between
the Group as supplier of nitrogen and Jiahua Energy Chemical Co. (“Gas Connected
Invoices”); and (ii) all comparable invoices between the Group and independent third
parties (“Gas I3P Invoices”) issued during the corresponding months of the Gas
Connected Invoices. Based on our review, we note that the unit prices of nitrogen
under the Gas Connected Invoices are no less favorable to the Group than those under
the Gas I3P Invoices for comparable transactions. Considering that the Company will
compare the selling price offered to its independent customers on a regular basis to
ensure that the price offered to Jiahua Energy Chemical Co. is no less favorable to the
Group than that offered to independent customers, we concur with the Board that
sufficient procedures are in place to ensure that the sale of gas will be conducted on
normal commercial terms and not prejudicial to the interests of the Company and its
Shareholders as a whole. Accordingly, we consider that the principal terms of the Long
Term Gas Supply Framework Agreement are normal commercial terms, fair and
reasonable and in the interests of the Company and the Independent Shareholders as a
whole.

The Proposed Annual Caps

In assessing the fairness and reasonableness of the determination of the proposed

annual caps (“Proposed Annual Caps”) under each of the CCT Agreements, we have
obtained and reviewed the underlying computations of the Proposed Annual Caps as
prepared by the Management.
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4.1 Purchase of steam under Long Term Steam Supply Framework Agreement

Set out below are the historical transaction amounts for the years ended 31
December 2021 and 2022 and the eleven months ended 30 November 2023, and the
Proposed Annual Caps for the eleven months ending 31 December 2024, and the years
ending 31 December 2025 and 2026, respectively:

Transaction Historical transaction amounts Proposed Annual Caps
For the eleven For the eleven
For the year ended months ended months ending For the year ending
31 December 30 November 31 December 31 December
2021 2022 2023 2024 2025 2026

RMB000 RMB’000 RMB’000 RMB’000 RMB’000 RMB000

Purchase of low pressure
steam (0.65 MPa and
1.3 MPa), medium
pressure steam (3.4
MPa) and high
pressure steam (4.6
MPa) 562,193 672,716 589,935 910,000 1,000,000 1,000,000

As seen from the table above, it is noted that the Proposed Annual Cap for the
eleven months ending 31 December 2024 amounted to RMB910.0 million, and when
aggregated with the proposed cap amount for the two months ending 29 February 2024
of RMBS50 million under the Short Term Steam Supply Agreement would imply the
annual cap for the year ending 31 December 2024 of RMB960.0 million. Such annual
cap represented an increase of approximately 49.17% from the annualised amount of
approximately RMB643.57 million for the year ended 31 December 2023 as
extrapolated from the historical amount for eleven months ended 30 November 2023
to a full year basis. With reference to the Letter from the Board, the Proposed Annual
Caps are determined based on (i) the historical amounts of purchases of low pressure
steam (0.65 MPa and 1.3 MPa), medium pressure steam (3.4 MPa) and high pressure
steam (4.6 MPa) by the Group; (ii) the expected purchase amount of the relevant
steam; and (iii) the expected unit price of the relevant steam. Based on our review of
the computations of the Proposed Annual Caps provided by the Company, we note
that the Proposed Annual Caps for the year ending 31 December 2024 is the multiple of
the expected purchase amount of low pressure steam (0.65 MPa and 1.3 MPa), medium
pressure steam (3.4 MPa) and high pressure steam (4.6 MPa) by the Group and the
expected average unit price of steam.

Based on our review of the computations of the Proposed Annual Caps, we note
that the increase in expected transaction amount for the year ending 31 December 2024
is primarily resulted from the increase in expected purchase amount of low pressure
steam (0.65 MPa), medium pressure steam (3.4 MPa) and high pressure steam (4.6
MPa). In respect of the expected demand of steam by the Group, we have requested
and obtained from the Company the breakdown of different types of steam required by
the Group in accordance with its production capacity for each of the year ending 31
December 2024, 2025 and 2026, respectively. Given the weak market sentiment and for
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the purpose of cost control, the production facilities of the Group, including the 6th
phase EO/EG production facilities with 1,000,000MT output on a yearly basis and its
ancillary upstream level production facilities, have not been utilised to the fullest
during the past two to three years. As the Group expects the economy and
consumption in the PRC will gradually recover in the next years following recovery
in the post-COVID environment, the Group planned to gradually increase production
of its major products including ethylene oxide, ethylene glycol and polypropylene
which require various pressure steam as feedstock. Among the various pressure steam,
it is noted that the expected purchase of low pressure steam (0.65 MPa) represents a
substantial disproportionate increase for the year ending 31 December 2024 as
compared to the previous year. As enquired with the Group, we were given to
understand that the Group has only procured low pressure steam (0.65 MPa) since
November 2023, resulting in a low historical purchase amount in 2023. The Group will
continue its purchase of low pressure steam (0.65 MPa) going forward. Accordingly,
the Group’s demand for steam required for the production of various chemical
products shall increase to give sufficient production output.

Market demand for the Group’s major products

In assessing the growth in the Proposed Annual Caps, we have performed
researches on the market demand for the Group’s major products, which would drive
the Group’s demand for various steam. With reference to the statistics published by
National Bureau of Statistics of the PRC, it is noted that the growth of gross domestic
product (“GDP”) in the PRC has slowed down significantly from 8.4% in 2021 to 3%
in 2022 amid the weakening market sentiment and consumption. The growth of GDP
in the PRC for the first half of 2023 showed a period-on-period growth of 5.5% as
compared to the previous corresponding period, in particular, the respective GDP
growth amounted to 4.5% and 6.3% for the first and second quarter of 2023 as
compared to the respective corresponding period in 2022, indicating a possible sign of
gradual recovery and restoration from the pandemic disruption in the PRC
manufacturing economy and consumption market in the next years.

Ethylene oxide and ethylene glycol, being the Group’s major products, are
industrial organic intermediaries that have diverse applications across various
industries including automotive, textile, medical and other sectors. According to
IndustryARC, a leading provider of market research report, custom consulting
services, data analytics and industry analysis founded in 2014, while the ethylene oxide
and ethylene glycol market was majorly impacted by the disruptions brought by the
COVID-19 outbreak, the market size of which is estimated to reach US$25 billion by
2027 after growing at a compound annual growth rate (“CAGR”) of around 4.7% from
2022 to 2027 following recovery of the pandemic. In particular, the Asia Pacific
segment is the fastest growing region in the ethylene oxide and ethylene glycol market
and is projected to grow with a CAGR of 5.6% during the period, as influenced by the
growing demand in industries such as automotive, textile, food and beverage,
cosmetics and personal care. As noticed from Insight & Info Consulting Ltd (Efff X
(b)) F B A RA ), a leading market research and consulting services
provider established in 2012 in the PRC, the demand for ethylene glycol in the PRC
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has been on a year-on-year growing trend from 16.33 million tonnes in 2018 and
reached 20.75 million tonnes in 2022. With reference to Emergen Research, a market
research and strategy consulting company based in Canada, the demand for ethylene
glycol from the textile industries given its properties making it an ideal material for
sportswear and outdoor clothing and increasing adoption of bio-based ethylene glycols
and ethylene glycol in industrial applications are the key factors driving the ethylene
glycol market revenue growth. The global ethylene glycol market size was US$16.74
billion in 2022 and is expected to reach US$27.43 billion in 2032, registering a CAGR
of 5.2% from 2023 to 2032. In respect of polypropylene being another major product
of the Group, as noted from Mordor Intelligence, a market research and consulting
firm that provides customised market research reports to various industries including
healthcare, chemicals and technology, the global market size of polypropylene is
projected to grow from 86.95 million tonnes in 2023 to 115.15 million tonnes in 2028,
representing a CAGR of 5.78%. It is also mentioned that although the demand for
polypropylene has declined due to the pandemic where the construction and
automotive industries have observed a significant slowdown, it has recovered largely
in 2022 following the work resumption of the relevant industries. In light of the above,
we are of the view that the demand of the Group’s major products remains generally
positive with potential moderate increment in the next years in line with the market.

As confirmed by the Company, the expected purchase amounts for low pressure
steam (0.65 MPa and 1.3 MPa), medium pressure steam (3.4 MPa) and high pressure
steam (4.6 MPa) by the Group under the Proposed Annual Caps are within the
designated capacities corresponding to each of the relevant ethylene oxide production
facilities and chemical devices of the Group. The Proposed Annual Caps for the years
ending 31 December 2025 increased by approximately 4.17% from the Proposed
Annual Caps for the year ending 31 December 2024, and remain constant for the year
ending 30 December 2026, which is mainly attributed to the increase in expected
purchase of low pressure steam (0.65 MPa) by the Group to be used as input required
for the Group’s operation of its C4 device that is scheduled to commence production in
2025.

As regards the expected unit price of steam used in the determination of the
Proposed Annual Caps for the eleven months ending 31 December 2024 and the years
ending 31 December 2025 and 2026, we note that the unit price adopted represents a
slight growth of no more than 5% as compared to the historical average unit price of
steam purchased by the Group from Jiahua Energy Chemical Co. during the eleven
months ended 30 November 2023. As advised by the Management, notwithstanding
that the Group will additionally place order for low pressure steam (0.65 MPa) which
typically has a lower market price as compared to other medium and high pressure
steam, having considered the potential fluctuation of market price during the three
years ending 31 December 2024, 2025 and 2026 given the fluctuation of the historical
transacted average price in the last three years, the Company has therefore applied a
buffer of no more than 5% based on the transacted average price in 2023 which we
consider to be fair and reasonable.
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Based on the above, we are of the view that the determination of the Proposed
Annual Caps for the eleven months ending 31 December 2024 and the years ending 31
December 2025 and 2026 under the Long Term Steam Supply Framework Agreement
is fair and reasonable.

4.2 Purchase of fatty alcohol under Long Term Fatty Alcohol Supply Framework
Agreement

Set out below are the historical transaction amounts for the years ended 31
December 2021 and 2022 and the eleven months ended 30 November 2023, and the
Proposed Annual Caps for the eleven months ending 31 December 2024, and the years
ending 31 December 2025 and 2026, respectively:

Transaction Historical transaction amounts Proposed Annual Caps
For the eleven For the eleven
For the year ended months ended months ending For the year ending
31 December 30 November 31 December 31 December
2021 2022 2023 2024 2025 2026

RMB000 RMB000 RMB’000 RMB'000 RMB’000 RMB’000

Purchase of fatty alcohol — 70,006 59,209 225,000 250,000 250,000

As seen from the table above, it is noted that the Proposed Annual Cap for the
eleven months ending 31 December 2024 amounted to RMB225.0 million, and when
aggregated with the proposed cap amount for the two months ending 29 February 2024
of RMB25.0 million under the Short Term Fatty Alcohol Supply Agreement would
imply the annual cap for the year ending 31 December 2024 of RMB250.0 million.
Such annual cap represented an increase of approximately 287.06% from the
annualised amount of approximately RMB64.59 million for the year ended 31
December 2023 as extrapolated from the historical amount for eleven months ended 30
November 2023 to a full year basis. With reference to the Letter from the Board, the
Proposed Annual Caps are determined based on (i) the historical amounts of purchases
of fatty alcohol made by the Group; (ii) the expected amount of purchase of fatty
alcohol; and (iii) the expected market price of fatty alcohol. Based on our review of the
computations of the Proposed Annual Caps provided by the Company, we note that
the Proposed Annual Caps for the year ending 31 December 2024 is the multiple of the
expected purchase amount of fatty alcohol by the Group and the expected market unit
price.

Based on our review of the computations of the Proposed Annual Caps, we note
that the increase in expected transaction amount for the year ending 31 December 2024
is primarily due to the substantial increase in purchase amount of fatty alcohol by the
Group and the increase in expected market price of fatty alcohol. We have obtained
and reviewed the breakdown of expected purchase of fatty alcohol by the Company for
each month during the three years ending 31 December 2024, 2025 and 2026 and note
that the estimated purchase amount of fatty alcohol for each month is determined
based on the required average range of input ratio of fatty alcohol as one of the key
feedstock for the production of AEQO, being a major surfactant product of the Group.
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We understand that AEO surfactants is a type of non-ionic surfactant that can be
widely applied across different industries as scouring agents, moisturising agents and
solubilisers and commonly used as household or industrial detergents and emulsifiers.
On this basis, we have performed research on the general outlook surfactants market.
According to the statistics from the China Surfactant Industry Alliance (4[5 5% [fi i ¥
T SEWE ), in 2022, the total production volume of surfactants of 67 large scale
enterprises reached 4.26 million tonnes while total sales volume reached 4.21 million
tonnes, showing year-on-year increases of 3.6% and 2.1%, respectively. Based on the
report from S&P Global which primarily provides insights on financial information
and analytics, global consumption of household products containing surface-active
agents will continue to grow at an average annual rate of 2.8% during 2021-2026, with
demand driven by developing markets in Asia, particularly the PRC and India. As
such, it is expected that the surfactants market in the PRC will remain overall positive
with moderate growth in the future. With reference to the annual report of the
Company for the year ended 31 December 2022, the revenue from sales of surfactants
by the Group amounted to approximately RMB1,196.22 million for the year ended 31
December 2022, showing an increase of approximately 49.41% from approximately
RMBS800.63 million for the previous year. As disclosed in the interim report of the
Company for the six months ended 30 June 2023, revenue from sales of surfactants
(including AEO surfactants) further grew from approximately RMB470.17 million for
the six months ended 30 June 2022 to approximately RMB917.25 million for the six
months ended 30 June 2023, showing a substantial increase of approximately 95.09%.
We understand that in view of the expected growing demand, there will be one
additional production line of AEO for each year from 2024 to 2026, such that the
production capacity of the Group for manufacture of AEO surfactants shall increase
by approximately 43.53% in 2024 from 2023, and further increase by approximately
23.92% and 12.31% in 2025 and 2026 respectively. In view of the increase in designated
AEO production capacity which required a corresponding increase in fatty alcohol as
input, it is noted that the expected demand for fatty alcohol for 2024 showed an
increase of approximately 40.13% as compared to the historical amount of fatty
alcohol purchased in 2023, which is in line with the increase in production capacity.
Parallelly, as the Company expects the general demand for AEO surfactants will
increase amid the anticipated economic recovery and consumption sentiment in the
PRC, the Group expected its sales of AEO surfactants in 2024 will increase, which is in
line with the overall market trend for surfactants as described above. However, from
the computation of the Proposed Annual Caps, it is notable that the expected quantity
of fatty alcohol to be purchased from Jiahua Energy Chemical Co. represents
substantial increase of approximately 200.59% from the historical quantity in 2023. As
explained by the Management, while the quantity of fatty alcohol purchased from
Jiahua Energy Chemical Co. for 2023 only accounted for less than 50% of the total
purchase amount of fatty alcohol in 2023, considering that, unlike with other
independent third parties suppliers, the transmission of fatty alcohol from Jiahua
Energy Chemical Co. is through the use of pipelines which can enhance transmission
efficiency and cost control, the Company has strategically decided to mainly procure
the required amount of fatty alcohol from Jiahua Energy Chemical Co. starting from
2024 onwards, leading to the substantial increment in the purchase of fatty alcohol
from Jiahua Energy Chemical Co. in 2024 as compared to the previous year. When
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determining the expected quantity of fatty alcohol to be purchased from Jiahua Energy
Chemical Co. in 2024, the Company has therefore made reference to the total historical
required quantity of fatty alcohol. It is noted that the purchase quantity of fatty
alcohol from Jiahua Energy Chemical Co. as to the total required quantity of fatty
alcohol would increase from approximately 46.62% to 100% in 2024. On the other
hand, the expected sales of AEO surfactants and the purchase quantity of fatty alcohol
are both within the designated input and output capacities of the Group’s production
facilities for each of the year ending 31 December 2024, 2025 and 2026.

Based on our review of the computations of the Proposed Annual Caps, we note
that the estimated unit price of fatty alcohol used in arriving at the Proposed Annual
Caps is about 20% higher than the average transacted unit price in relation to the
purchase of fatty alcohol from Jiahua Energy Chemical Co. for the year ended 31
December 2022 and eleven months ended 30 November 2023. Upon enquiry with the
Management, it is the Company’s anticipation that the production cost of fatty alcohol
will start to rise in the next years and the selling price may increase. As part of our
independent assessment, we have performed research on the recent market price of
fatty alcohol. According to OilChem China (F&% &ill) (www.oilchem.net), it is noted
that the market price of the relevant type of fatty alcohol in the PRC fluctuated within
the range from RMB9,500 per tonne to RMB12,800 per tonne, showing a difference of
approximately 34.74% between the highest and lowest points, with an average of
RMBI11,614 per tonne during the one year period prior to 25 December 2023, being the
date of the Long Term Fatty Alcohol Supply Framework Agreement. As such, we
consider that the projected price of fatty alcohol which lies around the high end of the
aforesaid range of historical market price is fair and reasonable. The Proposed Annual
Caps for the years ending 31 December 2025 and 2026 remains the same as the
Company expects the purchase amount and market price of fatty alcohol would be
stable.

Based on the above, we are of the view that the determination of the Proposed
Annual Caps for the eleven months ending 31 December 2024 and the years ending 31
December 2025 and 2026 under the Long Term Fatty Alcohol Supply Framework
Agreement is fair and reasonable.
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4.3 Purchase of docking and port storage and loading services under Long Term Storage
and Loading Services Framework Agreement

Set out below are the historical transaction amounts for the years ended 31
December 2021 and 2022 and the eleven months ended 30 November 2023, and the
Proposed Annual Caps for the eleven months ending 31 December 2024, and the years
ending 31 December 2025 and 2026, respectively:

Transaction Historical transaction amounts Proposed Annual Caps
For the eleven For the eleven
For the year ended months ended months ending For the year ending
31 December 30 November 31 December 31 December
2021 2022 2023 2024 2025 2026

RMB000 RMB000 RMB000 RMB000 RMB000 RMB000

Purchase of docking and
port storage and
loading services 83,777 69,818 112,641 225,000 270,000 270,000

As seen from the table above, it is noted that the Proposed Annual Cap for the
eleven months ending 31 December 2024 amounted to RMB225.0 million, and when
aggregated with the proposed cap amount for the two months ending 29 February 2024
of RMB45.0 million under the Short Term Storage and Loading Services Agreement
would imply the annual cap for the year ending 31 December 2024 of RMB270.0
million. Such annual cap represented an increase of approximately 119.73% from the
annualised amount of approximately RMBI122.88 million for the year ended 31
December 2023 as extrapolated from the historical amount for eleven months ended 30
November 2023 to a full year basis.

Based on our review of the computations provided by the Company, it is noted
that the Proposed Annual Caps consisted of two components namely (i) port storage
service; and (i1) docking and loading services for various chemical products including
methanol, naphtha, mixed C4, ethane, propane, butane, ethylene and propylene. We
note that the projected amount of both the docking and loading services and port
storage service are based on the estimated unit rate and unit of service to be acquired
by the Group under the Long Term Storage and Loading Services Framework
Agreement for each of the three years ending 31 December 2024, 2025 and 2026. With
reference to the Letter from the Board, the Proposed Annual Caps are determined
based on (i) the historical amount of fees paid by the Group to Jiahua Energy
Chemical Co.; (i) the expected unit fees paid by the Group; (iii) the expected unit of
service to be required by the Group for docking and port storage and loading services;
and (iv) the expected market conditions and increase in demand for docking and port
storage and loading services from the Company.

In respect of the substantial growth in the annual cap for the year ending 31
December 2024 as compared to the historical amount for the previous year, we have
reviewed the amount breakdown by services. We note that while the Group has only
procured the port storage service since July during 2023, the transacted amount
contributed from the port storage service represented around 32% of total transacted
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amount for the docking and port storage and loading services during the eleven months
ended 30 November 2023. The estimation of the annual cap amount for the port
storage service for the year ending 31 December 2024 on a full year basis therefore led
to a substantial disproportionate increase in expected transaction amount for such
service for the year ending 31 December 2024. In particular, the transaction quantity is
expected to increase from 0.47 million tonnes in 2023 to 1.5 million tonnes in 2024,
representing an increment of approximately 219.15%. In view of such, we have further
enquired with the Management on the underlying reason for the increasing demand for
port storage service for the coming years and were advised that such increase was
owing to the additional demand for ethane and propane as feedstock input for the
Group’s new production device which only commenced trial operation during the
second half of 2023. On the other side, we notice that the substantial increase of
Proposed Annual Caps for the year ending 31 December 2024 from the historical
transaction amount in 2023 is also resulted from the expected increasing demand with
respect to the docking and loading services of designated chemicals such as ethane,
propane and methanol, as the Company expects to procure more of such chemicals due
to the expected increase in production level in 2024 and onwards in response to the
improving economic condition and business sentiment, as further detailed in the
paragraph headed “Market demand for the Group’s major products” under the above
sub-section headed “4.1 Purchase of steam under Long Term Steam Supply
Framework Agreement”.

As regards the estimated unit price for port storage service, we note that it is
equivalent to the historical unit price for port storage service during the eleven months
ended 30 November 2023, while it is also at the lower end of the prescribed price range
of RMBI100 per tonne to RMB250 per tonne pursuant to the terms of the Long Term
Storage and Loading Services Framework Agreement. As to the estimated unit price
for docking and loading services for a vast range of chemical products, we have
selectively assessed the unit price for ethane, propane and methanol, the expected
transaction amount of which accounted for a majority of over 80% in aggregate of the
proposed transaction amount for docking and loading services for the year ending 31
December 2024. Based on our review and discussions with the Management, it is noted
that the estimated unit price for docking and loading services with respect to each of
ethane, propane and methanol is either consistent with or approximate to the
corresponding historical average unit prices in 2023. We further note that the
estimated unit price for the docking and loading services for all the other designated
chemicals are within the prescribed price range of RMB25 per tonne to RMBI100 per
tonne pursuant to the Long Term Storage and Loading Services Framework
Agreement. The Proposed Annual Caps for the years ending 31 December 2025 and
2026 remains the same as the Company expects the demand and unit price for the port
storage and docking and loading services would be stable.

Based on the above, we are of the view that the determination of the Proposed
Annual Caps for the eleven months ending 31 December 2024 and the years ending 31
December 2025 and 2026 under the Long Term Storage and Loading Services
Framework Agreement is fair and reasonable.
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4.4 Supply of Ethylene under Long Term Ethylene Supply Framework Agreement

Set out below are the historical transaction amounts for the years ended 31
December 2021 and 2022 and the eleven months ended 30 November 2023, and the
Proposed Annual Caps for the eleven months ending 31 December 2024, and the years
ending 31 December 2025 and 2026, respectively:

Transaction Historical transaction amounts Proposed Annual Caps
For the eleven For the eleven
For the year ended months ended months ending For the year ending
31 December 30 November 31 December 31 December
2021 2022 2023 2024 2025 2026

RMB000 RMB’000 RMB’000 RMB’000 RMB’000 RMB000

Supply of ethylene - — 454235 1,080,000 1765000 2,000,000

As seen from the table above, it is noted that the Proposed Annual Caps for the
eleven months ending 31 December 2024 amounted to RMB1,080.0 million, and when
aggregated with the proposed cap amount for the two months ending 29 February 2024
of RMBS50.0 million under the Short Term Ethylene Supply Agreement would imply
the annual cap for the year ending 31 December 2024 of RMBI1,130.0 million. Such
annual cap represented an increase of approximately 128.04% from the annualised
amount of approximately RMB495.53 million for the year ended 31 December 2023 as
extrapolated from the historical amount for the eleven months ended 30 November
2023 to a full year basis. The Proposed Annual Caps for the two years ending 31
December 2025 and 2026 represent year-on-year increases of approximately 56.19%
and 13.31% from the respective previous years. With reference to the Letter from the
Board, the Proposed Annual Caps are determined based on (i) the historical amounts
of purchases of ethylene made by Jiahua Energy Chemical Co. from the Group; (ii) the
expected amount of purchases of ethylene by Jiahua Energy Chemical Co., based on its
production capacity ramp-up plan; and (iii) the expected unit price of ethylene. Based
on our review of the computations of the Proposed Annual Caps provided by the
Company, we note that the Proposed Annual Caps for the year ending 31 December
2024 is the multiple of the expected sales volume of ethylene by the Group and the
expected market unit price.

Based on our review of the computations of the Proposed Annual Caps, we note
that the increase in expected transaction amount for the year ending 31 December 2024
is primarily due to the substantial increase in sales volume of ethylene by the Group
and the increase in expected market price of ethylene from that of 2023. In particular,
it is noted that the expected sales quantity of ethylene represents a growth of
approximately 107.88% from the annualised historical sales quantity for the previous
year. Based on our discussions with the Company, we understand that the estimated
sales quantity of ethylene is mainly determined based on the demand required by
Jiahua Energy Chemical Co. for the production of PVC, which uses ethylene as
feedstock, among others. In this regard, we have obtained from the Company and
reviewed the required production level of Jiahua Energy Chemical Co., during the
three years ending 31 December 2024, 2025 and 2026 and the expected ramp-up
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schedule of commercial operation of its production devices. While we note that the
demand for ethylene from Jiahua Energy Chemical Co. for the year ending 31
December 2024 remains relatively stable as 2023, the volume of ethylene sold by the
Group was limited by its small production in 2023. As advised by the Company, the
Group expects to produce more ethylene starting in 2024 therefore the sales of ethylene
to Jiahua Energy Chemical Co. will increase accordingly in order to meet the strong
demand for ethylene from Jiahua Energy Chemical Co.. Further, in addition to the
existing production device, phase two of production device of Jiahua Energy Chemical
Co. shall commence operation from 2025, doubling its production level and therefore
the demand for ethylene required for the year ending 31 December 2025 and 2026 shall
increase correspondingly in order to meet its designated output level. With respect to
the demand of ethylene, we note from the National Bureau of Statistics of the PRC
that the national production of ethylene has been on a growing trend which amounted
to approximately 28.26 million tonnes, 28.98 million tonnes and 29.15 million tonnes
for 2021, 2022 and the eleven months ended 30 November 2023, respectively, showing a
growth rate of approximately 9.73% from 2022 to 2023 on an annualised basis.
Further, the Ministry of Industry and Information Technology of the PRC together
with six other departments of the PRC jointly issued the {f1fbft TA7FE R T/ET
%) (Work Plan for steady growth of the Petrochemical Industry*) in August 2023,
which proposed an average annual industrial growth rate of 5%, and ethylene
production is targeted to exceed 50 million tonnes in 2024, among other things. In view
of such, it is expected that the production and demand for ethylene will continue to
exhibit growth in the next years. We note that the Company has applied a buffer of not
more than 10% to give the expected sales volume of ethylene, which as explained by the
Company is to cater for any unexpected increase demand from Jiahua Energy
Chemical Co.. At the same time, we have also obtained and reviewed the production
capacity of the relevant production facilities of the Group and noted that the estimated
sales volume of ethylene for each of the year ending 31 December 2024, 2025 and 2026
is within the designated maximum annual output amount of ethylene of the Group.

We note that the projected unit price of ethylene remains constant for the three
years ending 31 December 2024, 2025 and 2026. We understand the Company has
made reference to the historical price of ethylene in determination of the unit price of
ethylene under the Proposed Annual Caps. Based on the computations provided by the
Company, we note that the estimated unit price of ethylene for the year ending 31
December 2024 represents an increase of around 9.67% to the average unit price of
ethylene for the eleven months ended 30 November 2023. With reference to OilChem
China (FEA &) (www.oilchem.net), it is noted that the market price of ethylene in
the PRC fluctuated within the range from RMBG6,350 per tonne to RMB7,500 per
tonne with an average of RMBG6,865 per tonne during the one year period prior to 25
December 2023, being the date of the Long Term Ethylene Supply Framework
Agreement. The average unit price of ethylene sold by the Group to Jiahua Energy
Chemical Co. falls within the aforesaid market price range. As understood from the
Company, the increase over the average unit price serves as a buffer, which is less than
10%, to cater for any unexpected fluctuation in market price of ethylene for the three
years ending 31 December 2024, 2025 and 2026 which we consider to be justifiable.
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Based on the above, we are of the view that the determination of the Proposed
Annual Caps for the eleven months ending 31 December 2024 and the years ending 31
December 2025 and 2026 under the Long Term Ethylene Supply Framework
Agreement is fair and reasonable.

4.5 Supply of Toluene under Long Term Toluene Supply Framework Agreement

Set out below are the historical transaction amounts for the years ended 31
December 2021 and 2022 and the eleven months ended 30 November 2023, and the
Proposed Annual Caps for the eleven months ending 31 December 2024, and the years
ending 31 December 2025 and 2026, respectively:

Transaction Historical transaction amounts Proposed Annual Caps
For the eleven For the eleven
For the year ended months ended months ending For the year ending
31 December 30 November 31 December 31 December
2021 2022 2023 2024 2025 2026

RMB000 RMB’000 RMB'000 RMB’000 RMB000 RMB'000

Supply of toluene — — 4,337 120,000 145,000 145,000

As seen from the table above, it is noted that the Proposed Annual Cap for the
eleven months ending 31 December 2024 amounted to RMB120.0 million, and when
aggregated with the proposed cap amount for the two months ending 29 February 2024
of RMB25.0 million under the Short Term Toluene Supply Agreement would imply the
annual cap for the year ending 31 December 2024 of RMB145.0 million. Such annual
cap represents a substantial increase of approximately 2,965.54% from the annualised
amount of approximately RMB4.73 million for the year ended 31 December 2023 as
extrapolated from the historical amount for the eleven months ended 30 November
2023 to a full year basis. With reference to the Letter from the Board, the Proposed
Annual Caps are determined based on (i) the historical amounts of sales of toluene by
the Group; (ii) the expected amount of sales of toluene by the Group; and (iii) the
expected unit price of toluene. Based on our review of the computations of the
Proposed Annual Caps provided by the Company, we note that the Proposed Annual
Caps for the year ending 31 December 2024 is the multiple of the expected sales volume
of toluene by the Group and the expected market unit price.

Since the Group has only begun to sell toluene to Jiafu New Material since July
2023 as the sulfonation device of Jiafu New Material commenced initial operation, the
substantial increase of the Proposed Annual Cap for the year ending 31 December 2024
as compared to 2023 is mostly resulted from the disproportionate period of
comparison. Based on our discussions with the Company, we understand that the
estimated sales quantity of toluene is mainly determined based on the demand required
by Jiahua Energy Chemical Co. for operation of its sulfonation device. In this regard,
we have obtained from the Company and reviewed the anticipated production level of
the sulfonation device of Jiahua Energy Chemical Co., during the three years ending 31
December 2024, 2025 and 2026. We note that the expected demand of toluene by
Jiahua Energy Chemical Co. under the Proposed Annual Caps for each of the three
years ending 31 December 2024, 2025 and 2026 are equivalent and are all within the
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expected input of toluene required, which represents about 56.25% of the annual level
of toluene required to reach the designated output of the device. On the other hand, the
expected supply of toluene is also within the expected output capacity of toluene of the
Group’s extraction unit annually such that the Group is able to meet the estimated
quantity to be sold under the Proposed Annual Caps.

As regards the expected unit price of toluene, the Company has made reference to
the historical unit price sold to Jiafu New Material in 2023. Based on our review, the
estimated unit price of toluene for determination of the Proposed Annual Caps
represents an increase of 27.10% from the average unit price of toluene sold by the
Group to Jiafu New Material during the eleven months ended 30 November 2023. In
this regard, we have performed independent research and as observed from OilChem
China (&) (www.oilchem.net), the price of toluene as disclosed by Sinopec
Shanghai, being a common indicator of prevailing market price as advised by the
Company, fluctuated within the range from RMB6,000 per tonne to RMB&,300 per
tonne, showing a maximum difference of more than 38%, with an average of
RMB7,240 per tonne during the one year period prior to 25 December 2023, being the
date of the Long Term Toluene Supply Framework Agreement. The price of toluene
also showed a CAGR of approximately 20.26% during the period from 2020 to 2023.
In view of the historical increment and fluctuation, we are of the view that adopting the
same estimated unit price of toluene in determining the Proposed Annual Caps is fair
and reasonable. The Proposed Annual Caps for the years ending 31 December 2025
and 2026 remains the same as the Company expects the demand from Jiahua Energy
Chemical Co. would be stable.

Based on the above, we are of the view that the determination of the Proposed
Annual Caps for the eleven months ending 31 December 2024 and the years ending 31
December 2025 and 2026 under the Long Term Toluene Supply Framework Agreement
is fair and reasonable.

4.6 Supply of gas under Long Term Gas Supply Framework Agreement

Set out below are the historical transaction amounts for the years ended 31
December 2021 and 2022 and the eleven months ended 30 November 2023, and the
Proposed Annual Caps for the eleven months ending 31 December 2024, and the years
ending 31 December 2025 and 2026, respectively:

Transaction Historical transaction amounts Proposed Annual Caps
For the eleven For the eleven
For the year ended months ended months ending For the year ending
31 December 30 November 31 December 31 December
2021 2022 2023 2024 2025 2026

RMB000 RMB000 RMB000 RMB’000 RMB000 RMB000
Supply of oxygen,

nitrogen, hydrogen and
fuel gas 26,334 35,888 32,694 125,000 235,000 250,000
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As seen from the table above, it is noted that the Proposed Annual Cap for the
eleven months ending 31 December 2024 amounted to RMB125.0 million, and when
aggregated with the proposed cap amount for the two months ending 29 February 2024
of RMB25.0 million under the Short Term Gas Supply Agreement would imply the
annual cap for the year ending 31 December 2024 of RMB150.0 million. Such annual
cap represents a substantial increase of approximately 320.52% from the annualised
amount of approximately RMB35.67 million for the year ended 31 December 2023 as
extrapolated from the historical amount for the eleven months ended 30 November
2023 to a full year basis. While the Company expects the market price for oxygen,
nitrogen, hydrogen and fuel gas will be stable, the sales volume is expected to increase
such that the Proposed Annual Caps for the years ending 31 December 2025 and 2026
represent year-on-year growths of approximately 56.67% and 6.38% from the
respective previous years. With reference to the Letter from the Board, the Proposed
Annual Caps are determined based on (i) the historical amounts of purchase of oxygen,
nitrogen, hydrogen and fuel gas by Jiahua Energy Chemical Co. from the Group; (ii)
the expected amount of purchases to be made by Jiahua Energy Chemical Co. from the
Group; and (iii) the expected market price of oxygen, nitrogen, hydrogen and fuel gas.
Based on our review of the computations of the Proposed Annual Caps provided by the
Company, we note that the Proposed Annual Caps for the year ending 31 December
2024 is the multiple of the expected sales volume of oxygen, nitrogen, hydrogen and
fuel gas by the Group and their respective expected market unit prices.

As advised by the Management, the expected quantity of gases used in
determination of the Proposed Annual Caps are primarily indicated to the Group by
Jiahua Energy Chemical Co. taking into consideration of their existing achievable
production level and ramp-up plan of its phase two production device during each of
the year ending 31 December 2024, 2025 and 2026, respectively. In respect of oxygen,
nitrogen and fuel gas, as our independent assessment, we have enquired with the
Management and reviewed the respective production level of the relevant production
device of Jiahua Energy Chemical Co. which Jiahua Energy Chemical Co. has
confirmed that the respective purchase quantities of gases from the Group as input to
its production device is commercially achievable. We note that the expected demand
for oxygen and nitrogen, being the major gases for the year ending 31 December 2024
approximates to their existing feedstock input capacity. According to the
Management, the phase two production device of Jiahua Energy Chemical Co.
which is planned to commence operation in 2025 shall double the existing production
capacity (i.e. 100%) which will correspondingly double the input quantity of oxygen,
nitrogen and fuel gas required, thereby supporting the year-on-year increment of
estimated purchase quantity of the relevant gases in 2025 of around 88%, 43% and
33%, respectively.

With respect to the purchase of hydrogen, we were advised that the hydrogen
supplied by the Group will be (1) processed and refined by Jiahua Energy Chemical
Co. to give the pure hydrogen for sale to its customers mainly for vehicle use; or (2)
used as input for the production of fatty alcohol by Jiahua Energy Chemical Co..
While Jiahua Energy Chemical Co. is capable to process the amount of hydrogen to be
purchased from the Group for refinement based on its gas input capacity, Jiahua
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Energy Chemical Co. has mainly made reference to the expected demand from its
customers for pure hydrogen in estimating the quantity of hydrogen required.
Moreover, the Group will also supply industrial use hydrogen to Jiahua Energy
Chemical Co. for the production of fatty alcohol starting from 2025 onwards to cope
with its phase two production device that will commence operation in 2025, leading to
additional amount of hydrogen required by Jiahua Energy Chemical Co. for the two
years ending 31 December 2025 and 2026. In assessing the fairness and reasonableness
of the expected quantity of hydrogen, we have primarily performed research on the
general market outlook of the hydrogen energy sector in the PRC. According to a
market report published by KPMG China in September 2022, the quantity of hydrogen
production in the PRC amounted to 33 million tonnes in 2021, showing a year-on-year
increase of 32%, and it is expected that the annual demand for hydrogen in the PRC
will reach 40 million tonnes during the period up to 2030 and 130 million tonnes in
2060, respectively. With reference to the (S REEZE%EE P RMIHH (2021-20354F))
(“Development Plan of Hydrogen Energy for the 2021-2035 period*”) jointly
published by the National Development and Reform Commission and the National
Energy Administration in March 2022, it is stressed that hydrogen energy development
is the key strategic direction which forms an important part of the future national
energy system in the PRC. In particular, with the supportive policy favoring the
development of hydrogen energy, it is one of the primary targets that the annual
hydrogen production from renewable energy reaches 100,000 tonnes to 200,000 tonnes
in 2025, among other things. As such, it is expected that the demand for hydrogen will
continue to grow in the next years. On the other hand, it is noted that the current
annual output level of the Group’s gas production device is far exceeding the estimated
supply of oxygen, nitrogen and hydrogen by the Group under the Proposed Annual
Caps such that the Group is able to meet the demand of Jiahua Energy Chemical Co.
for the three years ending 31 December 2024, 2025 and 2026. In view of the above, we
consider that the expected quantity of gases including the increments for the eleven
months ending 31 December 2024 and the years ending 31 December 2025 and 2026 is
fair and reasonable.

According to OilChem China (FEA &) (www.oilchem.net), we note that the
historical average listing price of oxygen was approximately RMB560 per tonne during
the one year period before the date of the Long Term Gas Supply Framework
Agreement, and the estimated market price of oxygen showed an increase of 10% over
such historical average price which we consider fair and reasonable in view of the
potential unexpected increase in market price and cost of production. In respect of the
expected market price of nitrogen adopted in the Proposed Annual Caps, it is
equivalent to the historical market price of nitrogen sold by the Group to Jiahua
Energy Chemical Co. for the eleven months ended 30 November 2023. We consider fair
and reasonable given the historical stable price trend of nitrogen sold by the Group to
Jiahua Energy Chemical Co. in the last two years. With respect to the market price of
hydrogen, as observed from OilChem China (P &) (www.oilchem.net), the
historical market unit price of high purity hydrogen in Zhejiang Province, where the
Group principally operates, was around RMB2.8 during the one year prior to the date
of the Long Term Gas Supply Framework Agreement. As certain hydrogen to be sold
to Jiahua Energy Chemical Co. is not refined, in the absence of historical price of
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hydrogen sold by the Group as reference, the Company has derived the estimated
selling price of hydrogen after taking into account the historical market unit price of
high purity hydrogen in Zhejiang Province of RMB2.8 per normal cubic meter and the
cost arising from the refinement process. As to the selling price of fuel gas, given there
is no historical reference price of fuel gas sold by the Group, the Company has made
reference to the prevailing purchase price of natural gas, being a widely used fuel gas as
advised by the Company, as purchased by Jiahua Energy Chemical Co. from its
independent suppliers based on the invoices issued in the second half of 2023 which we
consider fair and reasonable.

Based on the above, we are of the view that the determination of the Proposed
Annual Caps for the eleven months ending 31 December 2024 and the years ending 31
December 2025 and 2026 under the Long Term Gas Supply Framework Agreement is
fair and reasonable.

5. Internal control procedures and annual review

As disclosed in the Letter from the Board, the Company will, on a regular basis, obtain
and compare the quotations or selling prices of the relevant chemical products and/or
servicing fees from other independent third parties to ensure that the terms of the
transactions contemplated under each of the CCT Agreements are no less favorable to the
Group than those provided by/offered to independent third parties. The Board will also
review on a regular basis the Group’s internal control system and its effectiveness in this
regard.

According to the requirements of the Listing Rules, the Company’s external auditors
shall provide a letter to the Board confirming, among others, that the transactions under
each of the CCT Agreements are conducted in accordance with their terms and that the
respective proposed annual caps not being exceeded and the independent non-executive
Directors shall conduct an annual review on the pricing and the annual caps of the
continuing connected transactions, details of which must be included in the Company’s
subsequent published annual reports and accounts. The Company shall publish an
announcement if it knows or has reason to believe that the independent non-executive
Directors and/or its auditors will not be able to confirm the terms of such transaction or the
annual caps not being exceeded.

In view of the above and having also considered that the internal control procedures
adopted by the Group are generally similar to those adopted by other listed companies in
Hong Kong for monitoring continuing connected transactions, we are of the view that there
are appropriate and adequate internal control procedures in place to govern the conduct of
the CCT Agreements and to safeguard the interests of the Independent Shareholders as a
whole.
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RECOMMENDATIONS

Having considered the principal factors and reasons as discussed above, we are of the
view that the entering into of the CCT Agreements and the respective proposed annual caps
contemplated thereunder is in the ordinary and usual course of business of the Group, and
the terms of the CCT Agreements are on normal commercial terms and are fair and
reasonable so far as the Independent Sharcholders are concerned, and the entering into of
the CCT Agreements and the respective proposed annual caps contemplated thereunder are
in the interests of the Company and the Independent Shareholders as a whole. Accordingly,
we advise the Independent Shareholders, as well as the Independent Board Committee to
recommend the Independent Shareholders, to vote in favor of the relevant resolutions to be
proposed at the EGM to approve the CCT Agreements and the respective proposed annual
caps contemplated thereunder.

Yours faithfully,

For and on behalf of
Lego Corporate Finance Limited
Billy Tang
Managing Director

Mr. Billy Tang is a licensed person registered with the Securities and Futures Commission and
a responsible officer of Lego Corporate Finance Limited to carry out Type 6 (advising on
corporate finance) regulated activity under the SFO. He has over 20 years of experience in the
accounting and investment banking profession.

*  for identification purpose only

— 64 —



APPENDIX I GENERAL INFORMATION

1. RESPONSIBILITY STATEMENT

This circular, for which the Directors collectively and individually accept full
responsibility, includes particulars given in compliance with the Listing Rules for the
purpose of giving information with regard to the Company. The Directors, having made all
reasonable enquiries, confirm that to the best of their knowledge and belief the information
contained in this circular is accurate and complete in all material respects and not
misleading or deceptive, and there are no other matters the omission of which would make
any statement herein or this circular misleading.

2. DIRECTORS’ INTERESTS

As at the Latest Practicable Date, the interests and short positions of each Director in
the shares or underlying shares of the Company and its associated corporations (within the
meaning of Part XV of the SFO) which were required to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests
and short positions in which he was deemed or taken to have under such provisions of the
SFO), or which were required, pursuant to section 352 of the SFO, to be entered in the
register maintained by the Company referred to therein, or which were required, pursuant
to the Model Code for Securities Transactions by Directors of Listed Issuers contained in
the Listing Rules (the “Model Code”), to be notified to the Company and the Stock
Exchange were as follows:

(a) Long positions in the Shares

Number of Shares

Trust/ Approximate
Personal Family Corporate % of issued
Name of Directors Interest Interest Interest Total share capital®
Ms. Han — 20,738,000  516,496,000° 537,234,000 45.15%
Rao Huotao
(“Mr. Rao”) 659,000 — — — 0.06%
Ms. Guan — 20,738,000> 516,496,000 537,234,000 45.15%
Chen Xian
(“Ms. Chen”) 3,367,000 — — — 0.28%
Notes:

(1) The 516,496,000 Shares were held by Sure Capital Holdings Limited (“Sure Capital”) which
was wholly-owned by Yihao Development Limited which was held under the Yihao Trust, the
trustee of which was Vistra Trust (Singapore) Pte. Ltd (“Vistra Singapore”). The Yihao Trust
was established by Guan Jianzhong (“Mr. Guan”) and Ms. Han as settlors for the benefit of
the children of Mr. Guan and Ms. Han and their issue. Accordingly, each of Mr. Guan, Ms.
Han, Ms. Guan (the daughter of Mr. Guan and Ms. Han), Vistra Singapore are deemed to be
interested in the Shares under the SFO.

(2) These shares were beneficially owned by Mr. Guan, the spouse of Ms. Han. Under the SFO,
Ms. Han were deemed to be interested in such shares and Mr. Guan, Ms. Han and Ms. Guan
(the daughter of Mr. Guan and Ms. Han), were also deemed to be interested in 516,496,000
Shares mentioned in Note 1 above.
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(3) Based on 1,190,000,000 Shares in issue as at the Latest Practicable Date.

(b) Interest in shares of associated corporation of the Company

Number of Shares

Approximate

Name of Trust/ % of issued

Name of associated Personal Family Corporate share
Directors corporation Interest Interest Interest Total capital®
Ms. Han Sure Capital — — 506,451,000 506,451,000 43.30%
Ms. Guan Sure Capital — — 506,451,000 506,451,000 43.30%

Notes:

(1) The 516,496,000 Shares were held by Sure Capital which was wholly-owned by Yihao
Development Limited which was held under the Yihao Trust, the trustee of which was Vistra
Singapore. The Yihao Trust was established by Mr. Guan and Ms. Han as settlors for the
benefit of the children of Mr. Guan and Ms. Han and their issue. Accordingly, each of Mr.
Guan, Ms. Han, Ms. Guan (the daughter of Mr. Guan and Ms. Han), Vistra Singapore are
deemed to be interested in the Shares under the SFO.

(2) Based on 1,190,000,000 Shares in issue as at the Latest Practicable Date.

Save as disclosed above, none of the Directors and the chief executive of the
Company was interested or had any short position in any shares, underlying
shares or debentures of the Company and its associated corporations (within the
meaning of Part XV of the SFO) as at the Latest Practicable Date.

(c) Interests of substantial shareholders

As at the Latest Practicable Date, so far as is known to the Directors, the
following persons (other than a Director or chief executive of the Company) had
interest in the shares of the Company as recorded in the register required to be kept by
the Company under section 336 of the Part XV of the SFO:

Approximate %
of issued share

Name of Shareholder Capacity Number of Shares capital®
Vistra Trust (Singapore) Pte. Trustee 516,496,000" 43.40%
Ltd
Yihao Development Limited Interest of controlled 516,496,000" 43.40%
corporation
Sure Capital Interest of controlled 516,496,000" 43.40%
corporation

— 66 —



APPENDIX I GENERAL INFORMATION

Notes:

(I) The 516,496,000 Shares were held by Sure Capital, which is wholly-owned by Yihao
Development Limited, which is in turn held under the Yihao Trust, the trustee of which was
Vistra Singapore. The Yihao Trust was established by Mr. Guan and Ms. Han as settlors for
the benefit of the children of Mr. Guan and Ms. Han and their issue. Accordingly, each of Mr.
Guan, Ms. Han and Vistra Singapore are deemed to be interested in the Shares under the SFO.

(2) Based on 1,190,000,000 Shares in issue as at the Latest Practicable Date.

Save as disclosed above, at the Latest Practicable Date, none of the Directors or
chief executive of the Company had any interests or short positions in any shares,
underlying shares or debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) which were required (i) to be notified to
the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests and short positions which they were taken or deemed to have
under such provisions of the SFO); or (ii) to be entered in the register required to be
kept under section 352 of the SFO; or (iii) to be notified to the Company and the Stock
Exchange pursuant to the Model Code.

At the Latest Practicable Date, save for the following arrangements, there was no
contract or arrangement subsisting in which any of the Directors was materially
interested and which was significant in relation to the business of the Group:

(a) the nitrogen gas sales agreement dated 1 January 2022 entered into between
Tt THPR/AF] (Sanjiang Chemical Co. Ltd.*), a company established in
the PRC which is an indirect wholly-owned subsidiary of the Company,
(“Sanjiang Chemical”) and WLz L#i# EHA RS A (Zhejiang Jiahua New
Material Co., Ltd.*) (“Jiahua New Material”), a company established in the
PRC with limited liability, a directly wholly-owned subsidiary of Jiahua
Energy Chemical Co, a connected person of the Company, as disclosed in the
announcement of the Company dated 1 January 2022;

(b) (i) the energy management agreement dated 7 January 2022 entered into
between Jiahua Energy Chemical Co. and #iiL =yt T ARA R A
(Zhejiang Sanjiang New Material Co., Ltd.*) (“Sanjiang New Material”), a
company established in the PRC with limited liability on 23 December 2011,
which is an indirect wholly-owned subsidiary of the Company; and (ii) the
energy management agreement dated 7 January 2022 entered into between
Jiahua Energy Chemical Co. and WiilB B GEIEFHLABR/AF (Zhejiang
Xingxing New Energy Technology Co., Ltd.*) (“Xing Xing”), a limited
liability company established in the PRC and a non-wholly owned subsidiary
of the Company, which is owned as to 87% by Sanjiang Chemical and as to
6%, 3%, 2% and 2% respectively by each of Mr. Guo Jinzong* (38 %1#4), Mr.
Guo Mingliang* (8B R), Mr. Guo Mingdong* (M%) and Mr. Xin
Zhangwei* (BZ9Rf%), all of whom are third parties independent of the
Company and its connected person as disclosed in the announcement of the
Company dated 7 January 2022;

— 67 —



APPENDIX I GENERAL INFORMATION

(c)

(d)

(e)

()

(2)

(h)

(1) the steam supply agreement dated 16 September 2022 entered into between
Jiahua Energy Chemical Co. and Wil ={LEMEHMEIABRAFE (Zhejiang
Sanjiang Siyi New Material Co. Ltd*) (“Sanjiang Siyi”’), a company
established in the PRC with limited liability on 17 November 2020, which
is an indirect wholly-owned subsidiary of the Company; and (ii) the
desalinated water and miscellaneous materials supply agreement dated 16
September 2022 entered into between Jiahua Energy Chemical Co. and
Sanjiang Siyi as disclosed in the announcement of the Company dated 16
September 2022;

(1) the supplemental agreement entered into between Sanjiang Chemical and
Jiahua Energy Chemical Co. dated 23 September 2022; (ii) the supplemental
agreement entered into between Sanjiang New Material and Jiahua Energy
Chemical Co. dated 23 September 2022; (iii) the supplemental agreement
entered into between Xing Xing and Jiahua Energy Chemical Co. dated 23
September 2022; and (iv) the steam supply agreement entered into between
Xing Xing and Jiahua Energy Chemical Co. dated 12 November 2020 as
disclosed in the announcement and circular of the Company dated 23
September 2022 and 30 November 2022 respectively;

the framework agreement for port services dated 22 December 2022 entered
into between the Company and Hangzhou Bay Petrochemical Logistics
which is owned as to 55.00% by HiiLiguss B AR/AF (Zhejiang
Seaport Jiaxing Port Co., Ltd*); 24.00% by #EE AfLAFRAF (Jiaxing
Petrochemical Co., Ltd.*); and 21% by #i{L/EifiEmu5IEA A R A
(Zhejiang Zhapu Mei Fu Port & Storage Co. Ltd.*) as disclosed in the
announcement of the Company dated 22 December 2022;

the nitrogen gas sales agreement dated 1 January 2023 entered into between
Sanjiang Chemical and Jihua New Material as disclosed in the announcement
of the Company dated 3 January 2023;

the energy management agreements all dated 1 January 2023 entered into
between Sanjiang Chemical and Wiyl 2GR A RA R (Zhejiang
Haoxing Energy Conservation Technology Co. Ltd.*) (“Haoxing Energy
Conservation”), which is owned as to approximately 55.5% by Mr. Guan;
Sanjiang Haojia and Haoxing Energy Conservation; and Xing Xing and
Haoxing Energy Conservation as disclosed in the announcement of the
Company dated 3 January 2023;

the energy management agreements all dated 1 January 2023 entered into
between Jiahua Energy Chemical Co. and Sanjiang New Material and Jiahua
Energy Chemical Co. and Xing Xing as disclosed in the announcement of the
Company dated 3 January 2023;
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(1)

()

(k)

)

the framework agreement for repair and maintenance services dated 12
January 2023 entered into between the Company and B [ 5 4 T 2E 5%t
LHRARAT (Jiaxing Gangqu Gangan Industrial Equipment Installation
Co., Ltd*), a company established in the PRC with limited liability, and a
company which was owned by Mr. Guan and Jianghao Investment as to
50.00% and 50.00% as disclosed in the announcement of the Company dated
12 January 2023;

the framework agreement for the provision of pipeline network usage services
dated 12 January 2023 entered into between BT itk [ T 2545 B A PR Al
(Jiaxing Port Chemical Industry Park Pipeline Co., Ltd*) (“Guanlang”), a
limited liability company principally engaged in the construction and
management of pipeline network in Jiaxing Port Chemical Industrial Park
and a non-wholly owned subsidiary of the Company, which is owned as to
83.85% by Sanjiang Chemical and as to 16.15% by & B i Eif # 5t & A IR
/vW) (Jiaxing Zhapu Construction Investment Co., Ltd.*), which is in turn
owned as to 100% by & BEE R EE AR A F (Jiaxing Binhai Holding
Group Co., Ltd.*), which is owned as to 100% by & ¥ A BB A & =
EEEMZE®  (State-owned Assets Supervision and Administration
Commission of Jiaxing Municipal People’s Government*). All %8 i /[ Jfi
R AIE A PR H, 5 BUE PR A FRA ] and #2 BTN REUR BIA & 7
WS 2 B are government bodies and third parties independent of the
Company and its connected persons and Jiahua Energy Chemical Co. as
disclosed in the announcement of the Company dated 12 January 2023;

the framework agreement for the provision of port services dated 12 January
2023 entered into between FEEBLMIE AL TY W ARA R (Jiaxing
Hangzhou Bay Petrochemical Logistics Co., Ltd*) (“Hangzhou Bay
Petrochemical Logistics”) and the Company as disclosed in the
announcement of the Company dated 12 January 2023;

(i) the propylene sale and purchase agreement dated 4 April 2023 entered into
between Wil EM A ML TABRFIEAF (Zhejiang Mei Fu Petrochemical
Co., Ltd*) (“Mei Fu Petrochemical”), a company established in the PRC with
limited liability, is owned as to 33.00% by Sure Capital, 31.85% by
Hangzhou Haoming, 18.00% by Jianghao Investment and 17.15% by
Ningbo Yongsheng and = {Li% 5 im0 T M EHEHE A BR A 7] (Sanjiang Haojia
High Polymer Material Technology Co., Ltd*) (“Sanjiang Haojia”), a
company established in the PRC with limited liability which is an indirect
wholly-owned subsidiary of the Company; (ii) the propane sale and purchase
agreement dated 4 April 2023 entered into between Mei Fu Petrochemical
and Sanjiang Chemical; (iii) the naphtha sale and purchase agreement dated 4
April 2023 entered into between Mei Fu Petrochemical and Sanjiang
Chemical; (iv) the commissioned processing and rental agreement dated 4
April 2023 entered into between Mei Fu Petrochemical and Sanjiang
Chemical; (v) the liquefied petroleum gas sale and purchase agreement
dated 4 April 2023 entered into between Mei Fu Petrochemical and Sanjiang
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(m)

(n)

(0)

(p)

(@

(r)

Chemical; (vi) the mixed C4 supply agreement dated 4 April 2023 entered
into between Sanjiang Chemical and Mei Fu Petrochemical; and (vii) the
industrial cracking C9 supply agreement dated 4 April 2023 entered into
between Sanjiang Chemical and Mei Fu Petrochemical as disclosed in the
announcement and circular of the Company dated 4 April 2023 and 28 April
2023 respectively;

the naphtha transportation services agreement dated 27 July 2023 entered
into between Sanjiang Chemical and ¥ VL F 1 E A R A A (Zhejiang Gaoyu
Shipping Co., Ltd.*), is a company established in the PRC with limited
liability, and a company which is owned as to 40% by Jiahua; 35% by K 1E [
(Song Zhenggang*); 10% by JLKHE (Shen Yongqgiao*); 10% by F i (Wang
Qiang*) and 5% by #IB5E (Liu Xianliang*) as disclosed in the
announcement of the Company dated 27 July 2023;

the toluene sales agreement dated 27 July 2023 entered into between Sanjiang
Chemical and #TVLFEAEM M BB A BRA A (Zhejiang Jiafu New Material
Technology Co., Ltd.*), a company established in the PRC with limited
liability, is a wholly-owned subsidiary of Jiahua Energy Chemical Co. as
disclosed in the announcement of the Company dated 27 July 2023;

the pipeline network usage service agreement dated 27 July 2023 entered into
between Sanjiang Chemical and #i{L/Eifi EESIHA A R/ (Zhejiang
Zhapu Mei Fu Port & Storage Co. Ltd*), a limited liability company
incorporated in the PRC and is a wholly-owned subsidiary of Jiahua Energy
Chemical Co. as disclosed in the announcement of the Company dated 27
July 2023;

the framework agreement for port services dated 29 December 2023 entered
into between Hangzhou Bay Petrochemical Logistics and the Company as
disclosed in the announcement of the Company dated 29 December 2023;

(i) the ethylene storage and transportation services agreement dated 29
December 2023 entered into between the Company and Jiahua Energy
Chemical Co.; (i1) the condensate water and miscellaneous materials
purchase agreements dated 29 December 2023 entered into between the
Company and Jiahua Energy Chemical Co.; and (iii) the desalinated water
and miscellaneous materials supply agreements dated 29 December 2023
entered into between the Company and Jiahua Energy Chemical Co. as
disclosed in the announcement of the Company dated 29 December 2023;

the energy management framework agreement dated 29 December 2023
entered into between the Company and Jiahua Energy Chemical Co. as
disclosed in the announcement of the Company dated 29 December 2023; and
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(s) the framework agreement for the provision of pipeline network usage service
dated 29 December 2023 entered into between the Company and Jiahua
Energy Chemical Co. as disclosed in the announcement of the Company
dated 29 December 2023.

Save as disclosed above, since 31 December 2022 (being the date to which the
latest published audited consolidated financial statements of the Group were made up),
none of the Directors had any direct or indirect interest in any assets which had been
acquired or disposed of by or leased to any member of the Group, or were proposed to
be acquired or disposed of by or leased to any member of the Group.

3. DIRECTORS’ SERVICE CONTRACTS

At the Latest Practicable Date, none of the Directors had entered or proposed to enter
into, with any member of the Group, a service contract which is not expiring or
determinable by the employer within one year without payment of compensation (other
than statutory compensation).

4. MATERIAL ADVERSE CHANGE

As at the Latest Practicable Date, the Directors were not aware of any material adverse
change in the financial or trading position of the Group since 31 December 2022, being the
date to which the latest published audited financial statements of the Group were made up.

5. COMPETING BUSINESS INTERESTS OF DIRECTORS

None of the Directors or their respective close associates had any interest in the
business, which competed or was likely to compete, either directly or indirectly, with the
business of the Group (as would be required to be disclosed under Rule 8.10 of the Listing
Rules as if each of them were a controlling shareholder).

6. CONSENT OF EXPERT

Lego Corporate Finance Limited has given and has not withdrawn its written consent
to the inclusion of its report in this circular with references to their name in form and
context in which it appears.

7. QUALIFICATION OF EXPERT

The following is the qualification of the expert who has given opinion or advice,
contained in this circular:

Name Qualifications
Lego Corporate Finance Limited a corporation licensed to carry out Type 6

(advising on corporate finance)
regulated activities under the SFO
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As at the Latest Practicable Date, Lego Corporate Finance Limited did not have any
holding, directly or indirectly, of any securities in any member of the Group or any right or
option (whether legally enforceable or not) to subscribe for or to nominate persons to
subscribe for any securities of any member of the Group.

As at the Latest Practicable Date, Lego Corporate Finance Limited did not have any
direct or indirect interests in any assets which since 31 December 2022 (being the date to
which the latest published audited consolidated financial statements of the Group were
made up) have been acquired or disposed of by, or leased to, or which are proposed to be
acquired or disposed of by, or leased to, any member of the Group.

8. DOCUMENTS ON DISPLAY

Copies of the following documents will be published on the Stock
Exchange  website  (http://www.hkexnews.hk) and the Company’s  website
(http://www.chinasanjiangfinechemicals.com) up to and including the date which is 14
days from the date of this circular:

(a) each of the (1) Long Term Steam Supply Framework Agreement, (2) Long Term
Fatty Alcohol Supply Framework Agreement, (3) Long Term Storage and
Loading Services Framework Agreement, (4) Long Term Ethylene Supply
Framework Agreement, (5) Long Term Toluene Supply Framework Agreement
and (6) Long Term Gas Supply Framework Agreement;

(b) the letter from the Independent Board Committee, the text of which is set out in
this circular;

(c) the letter from Lego Corporate Finance Limited, the text of which is set out in this
circular;

(d) the written consent from Lego Corporate Finance Limited referred to in the
section headed “CONSENT OF EXPERT” in this Appendix I; and

(e) this circular.
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=)Iitl
SANJIANG CHEMICAL
CHINA SANJIANG FINE CHEMICALS COMPANY LIMITED

FE=ZIFALIRTR LA

(Incorporated in the Cayman Islands with limited liability)
(Stock Code: 2198)

NOTICE OF EXTRAORDINARY GENERAL MEETING

NOTICE IS HEREBY GIVEN THAT an extraordinary general meeting (the “EGM”)
of China Sanjiang Fine Chemicals Company Limited (the “Company”) will be held at 9
February 2024, 12:00p.m. at 5/F, United Centre, 95 Queensway, Admiralty, Hong Kong
for the purpose of considering and, if thought fit, approving the following resolutions as
ordinary resolutions of the Company. Unless otherwise indicated, capitalised terms used in
this notice and the following resolution shall have the same meanings as those defined in the
circular of the Company dated 22 January 2024.

The following resolutions will be considered and, if thought fit, approved by the
Shareholders, with or without amendments, at the EGM:

ORDINARY RESOLUTIONS
1. “THAT:

(a) the long term steam supply framework agreement (the “Long Term Steam
Supply Framework Agreement”) dated 25 December 2023 entered into
between Wil {bREIAL LIfn AR 7 (“Jiahua Energy Chemical Co.”)
and China Sanjiang Fine Chemicals Company Limited (the “Company”) for
the supply of low pressure steam (0.65 MPa and 1.3 MPa), medium pressure
steam (3.4 MPa) and high pressure steam (4.6 MPa) and all the transactions
contemplated thereunder be and are hereby approved, confirmed and
ratified;

(b) the proposed annual caps for the period from 1 February 2024 to 31
December 2024 and the two years ending 31 December 2026 in relation to the
transactions contemplated under the Long Term Steam Supply Framework
Agreement be and are hereby approved, confirmed and ratified; and
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(c)

the directors of the Company be and are hereby authorised to take such
actions and execute such documents as they may consider appropriate and
expedient to carry out or give effect to or otherwise in connection with or in
relation to the Long Term Steam Supply Framework Agreement and the
transactions contemplated thereunder.”

“THAT:

(a)

(b)

(c)

the long term fatty alcohol supply framework agreement (the “Long Term
Fatty Alcohol Supply Framework Agreement”) dated 25 December 2023
entered into between Jiahua Energy Chemical Co. and the Company for the
supply of fatty alcohol and all the transactions contemplated thereunder be
and are hereby approved, confirmed and ratified;

the proposed annual caps for the period from 1 February 2024 to 31
December 2024 and the two years ending 31 December 2026 in relation to the
transactions contemplated under the Long Term Fatty Alcohol Supply
Framework Agreement be and are hereby approved, confirmed and ratified;
and

the directors of the Company be and are hereby authorised to take such
actions and execute such documents as they may consider appropriate and
expedient to carry out or give effect to or otherwise in connection with or in
relation to the Long Term Fatty Alcohol Supply Framework Agreement and
the transactions contemplated thereunder.”

“THAT:

(a)

(b)

(c)

the long term storage and loading services framework agreement (the “Long
Term Storage and Loading Services Framework Agreement”) dated 25
December 2023 entered into between Jiahua Energy Chemical Co. and the
Company for the supply of docking and port storage and loading services
and all the transactions contemplated thereunder be and are hereby
approved, confirmed and ratified;

the proposed annual caps for the period from 1 February 2024 to 31
December 2024 and the two years ending 31 December 2026 in relation to the
transactions contemplated under the Long Term Storage and Loading
Services Framework Agreement be and are hereby approved, confirmed and
ratified; and

the directors of the Company be and are hereby authorised to take such
actions and execute such documents as they may consider appropriate and
expedient to carry out or give effect to or otherwise in connection with or in
relation to the Long Term Storage and Loading Services Framework
Agreement and the transactions contemplated thereunder.”
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“THAT:

(a) the long term ethylene supply framework agreement (the “Long Term
Ethylene Supply Framework Agreement”) dated 25 December 2023 entered
into between the Company and Jiahua Energy Chemical Co. for the supply of
ethylene and all the transactions contemplated thereunder be and are hereby
approved, confirmed and ratified;

(b) the proposed annual caps for the period from 1 February 2024 to 31
December 2024 and the two years ending 31 December 2026 in relation to the
transactions contemplated under the Long Term Ethylene Supply
Framework Agreement be and are hereby approved, confirmed and
ratified; and

(c) the directors of the Company be and are hereby authorised to take such
actions and execute such documents as they may consider appropriate and
expedient to carry out or give effect to or otherwise in connection with or in
relation to the Long Term Ethylene Supply Framework Agreement and the
transactions contemplated thereunder.”

“THAT:

(a) the long term toluene supply framework agreement (the “Long Term Toluene
Supply Framework Agreement”) dated 25 December 2023 entered into
between the Company and Jiahua Energy Chemical Co. for the supply of
toluene and all the transactions contemplated thereunder be and are hereby
approved, confirmed and ratified;

(b) the proposed annual caps for the period from 1 February 2024 to 31
December 2024 and the two years ending 31 December 2026 in relation to the
transactions contemplated under the Long Term Toluene Supply Framework
Agreement be and are hereby approved, confirmed and ratified; and

(c) the directors of the Company be and are hereby authorised to take such
actions and execute such documents as they may consider appropriate and
expedient to carry out or give effect to or otherwise in connection with or in
relation to the Long Term Toluene Supply Framework Agreement and the
transactions contemplated thereunder.”

“THAT:

(a) the long term gas supply framework agreement (the “Long Term Gas Supply
Framework Agreement”) dated 25 December 2023 entered into between the
Company and Jiahua Energy Chemical Co. for the supply of oxygen,
nitrogen, hydrogen and fuel gas and all the transactions contemplated
thereunder be and are hereby approved, confirmed and ratified;
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(b) the proposed annual caps for the period from 1 February 2024 to 31
December 2024 and the two years ending 31 December 2026 in relation to the
transactions contemplated under the Long Term Gas Supply Framework
Agreement be and are hereby approved, confirmed and ratified; and

(c) the directors of the Company be and are hereby authorised to take such
actions and execute such documents as they may consider appropriate and
expedient to carry out or give effect to or otherwise in connection with or in
relation to the Long Term Gas Supply Framework Agreement and the
transactions contemplated thereunder.”

By Order of the Board
China Sanjiang Fine Chemicals Company Limited
Han Jianhong
Chairlady and executive Director

Hong Kong, 22 January 2024

Head Office and Principal place of business in Hong Kong:
Room 2202, 22/F.,

OfficePlus @Wan Chali,

No0.303 Hennessy Road,

Hong Kong

Notes:

l.

A shareholder entitled to attend and vote at the meeting convened by the above notice
is entitled to appoint another person as his proxy to attend and vote instead of him. A
shareholder who is the holder of two or more shares may appoint more than one proxy
to represent him and vote on his behalf at the meeting. A proxy need not be a member
of the Company but must be present in person to represent him.

To be valid, the form of proxy together with a power of attorney or other authority, if
any, under which it is signed or a notarially certified copy of such power or authority
must be deposited at the offices of the Company’s branch share registrar and transfer
office in Hong Kong, Tricor Investor Services Limited, at 17/F, Far East Finance
Centre, 16 Harcourt Road, Hong Kong no later than 48 hours before the time of the
meeting or any adjournment thereof.

Completion and return of the form of proxy will not preclude a shareholder from
attending and voting in person at the meeting or any adjournment thereof and in such
event, the instrument appointing a proxy shall be deemed to be revoked.

In the case of joint registered holders of a share in the Company, any one of such joint
holders may vote, either in person or by proxy, in respect of such Share as if he/she
were solely entitled thereto or if more than one of such joint holders are present at the
meeting, the vote of the senior who tenders a vote, whether in person or by proxy, shall
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be accepted to the exclusion of the votes of the other joint holders. For this purpose,
seniority shall be determined by the order in which the names stand in the register of
members of the Company in respect of the joint holding.

5. For the purpose of determining entitlement to attend and vote at the EGM, the register
of members of the Company will be closed from Tuesday, 6 February 2024 to Friday, 9
February 2024, both days inclusive, for the purpose of ascertaining shareholders’
entitlement to attend and vote at the EGM. In order to qualify for the right to attend
and vote at the forthcoming EGM, all transfers documents accompanied by the
relevant share certificates must be lodged with the Company’s branch share registrar
and transfer office in Hong Kong, Tricor Investor Services Limited, at 17/F, Far East
Finance Centre, 16 Harcourt Road, Hong Kong not later than 4:30 p.m. on Monday,
5 February 2024.

6. If Typhoon Signal No. 8 or above, or a “black” rainstorm warning is in effect any time
after 8:00 a.m. on the date of the EGM, the meeting will be postponed. The Company
will publish an announcement on the website of the Company at
(http://www.chinasanjiangfinechemicals.com) and on the HKExnews website of the
Stock Exchange at (www.hkexnews.hk) to notify Shareholders of the date, time and
venue of the rescheduled meeting.

7. At the EGM (or at any adjournment thereof), the chairman of the meeting put the
above resolution to the vote by way of poll pursuant to the Listing Rules. The poll
results will be published on the website of the Company and the website of the Stock
Exchange in accordance with the Listing Rules.

8. In case of inconsistency between the English and Chinese version of this notice of
EGM, the English version shall prevail.

As at the date of this notice, the Board comprises four executive Directors: Ms. HAN
Jianhong, Mr. RAO Huotao, Ms. CHEN Xian and Ms. GUAN Siyi and three independent
non-executive Directors: Mr. SHEN Kaijun, Ms. PEI Yu and Mr. KONG Liang.

— 77 —




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles false
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments false
  /ParseDSCCommentsForDocInfo false
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo false
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHT <FEFF005B683964DA300C005B0042004E0050005D300D005D00204F7F752890194E9B8A2D7F6E5EFA7ACB7684002000410064006F006200650020005000440046002065874EF69069752865BC9AD854C18CEA76845370524D5370523786557406300260A853EF4EE54F7F75280020004100630072006F0062006100740020548C002000410064006F00620065002000520065006100640065007200200035002E003000204EE553CA66F49AD87248672C4F86958B555F5DF25EFA7ACB76840020005000440046002065874EF63002>
  >>
  /ExportLayers /ExportVisiblePrintableLayers
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks true
      /AddColorBars false
      /AddCropMarks true
      /AddPageInfo true
      /AddRegMarks true
      /BleedOffset [
        14.173230
        14.173230
        14.173230
        14.173230
      ]
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MarksOffset 0
      /MarksWeight 0.283460
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PageMarksFile /JapaneseWithCircle
      /PreserveEditing true
      /UntaggedCMYKHandling /UseDocumentProfile
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




