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Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be
signed on its behalf by the undersigned, thereunto duly authorized.

SINOPEC SHANGHAI PETROCHEMICAL COMPANY
LIMITED

Date: September 11, 2017 By: /s/ Wang Zhiqing

Name: Wang Zhiqing
Title: President
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IMPORTANT MESSAGE

(1) The Board, the Supervisory Committee of Sinopec Shanghai Petrochemical Company Limited and its Directors,
Supervisors and senior management warrant the truthfulness, accuracy and completeness of the information
contained in this 2017 interim report, and warrant that there are no false representations or misleading statements
contained in, or material omissions from, the interim report of the Company, and severally and jointly accept
responsibility.

(2) Directors who have not attended the Board meeting for considering and approving the 2017 interim report of the
Company:

Name of Director Position Reason for Absence Name of Proxy
Lei Dianwu Director Business Zhang Yimin
Engagement
Mo Zhenglin Director Business Zhang Yimin
Engagement

(3) The interim financial report for the six months ended 30 June 2017 is unaudited.

(4) Mr. Wang Zhiqing, Chairman and President, Mr. Zhou Meiyun, Executive Director and Chief Financial Officer
overseeing the accounting operations; and Mr. Zhang Feng, Financial Officer, person in charge of Accounting
Department (Accounting Chief), hereby warrant the truthfulness, accuracy and completeness of the financial
report contained in the 2017 interim report.

(5) The Company did not distribute the half-year profit for 2017 nor was there any capitalisation of capital reserves.

(6) The statements regarding the Company s plans for future development and operations are forward-looking
statements and do not constitute any commitments to investors. Investors should pay attention to the relevant
investment risks.

(7) There was no incident of appropriation of funds by the controlling shareholder of the Company and its connected
parties for non-operational purposes.

(8) The Company did not provide external guarantees in violation of the required decision-making procedures.

(9) Reminder of Major Risks
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Potential risks are elaborated in this interim report. Please refer to Management Discussion and Analysis in Report of
the Directors for details of the potential risks arising from the future development of the Company.

(10) The 2017 interim report is published in both Chinese and English. In the event of any discrepancy between the
English and Chinese versions, the Chinese version shall prevail.
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DEFINITIONS

In this report, unless the context otherwise specifies, the following terms shall have the following meanings:

Company or Sinopec Shanghai

Board

Director(s)

Supervisory Committee
Supervisor

PRC or China
Reporting Period

Hong Kong Stock Exchange
Shanghai Stock Exchange
Group

Sinopec Group

Sinopec Corp.

Hong Kong Listing Rules

Shanghai Listing Rules

Model Code for Securities Transactions

Securities Law
Company Law
CSRC

Articles of Association

Hong Kong Stock Exchange website
Shanghai Stock Exchange website

Website of the Company
HSE
COD
EVA
SFO

Table of Contents

Sinopec Shanghai Petrochemical Company Limited
the board of directors of the Company

the Director(s) of the Company

the Supervisory Committee of the Company
the Supervisor(s) of the Company

the People s Republic of China

the six months ended 30 June 2017

The Stock Exchange of Hong Kong Limited
The Shanghai Stock Exchange

the Company and its subsidiaries

China Petrochemical Corporation

China Petroleum & Chemical Company

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

The Rules Governing the Listing of Securities on the Shanghai
Stock Exchange

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

the PRC Securities Law

the PRC Company Law

China Securities Regulatory Commission
the articles of association of the Company
www.hkexnews.hk

WWW.Sse.com.cn

WWW.spc.com.cn

Health, Safety, and Environment
Chemical Oxygen Demand

Ethylene Vinyl Acetate

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

Share Option Incentive Scheme
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the Corporate Governance Code set out in Appendix 14 to the Hong
Kong Listing Rules

the A Shares Share Option Incentive Scheme of the Company
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MAJOR FINANCIAL DATA AND INDICATORS

Prepared under China Accounting Standards for Business Enterprises ( CAS )

(1) Major Accounting Data and Financial Indicators

1. Major Accounting Data

Unit: RMB 000
Increase/decrease as
compared to

the
The Reporting Correspondaegresponding period of
Period period of the the previous
Major accounting data (January to June)  previous year year (%)
Operating income 43,106,950 36,993,191 16.53
Total profit 3,251,226 4,050,004 -19.72
Net profit attributable to equity
shareholders of the Company 2,575,479 3,096,675 -16.83
Net profit attributable to equity
shareholders of the Company
excluding non-recurring items 2,571,583 3,117,585 -17.52
Net cash generated from operating
activities 2,358,780 4,645,024 -49.22
Increase/decrease
at
the end of the
Reporting
Period as
As at the end compared to
of the As at the the end of
Reporting end of the the previous
Period previous year year (%)
Net assets attributable to equity
shareholders of the Company 24,655,092 24,750,048 -0.38
Total assets 37,301,664 34,123,693 9.31
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MAJOR FINANCIAL DATA AND INDICATORS (continued)

Prepared under CAS

2. Major Financial Indicators

Corresponding
period of Increase/decrease as
The Reporting the compared to the
Period previous corresponding period of
Major financial indicators (January to June) year the previous year (%)
Basic earnings per share
(RMB/Share) 0.238 0.287 -17.07
Diluted earnings per share
(RMB/Share) 0.238 0.287 -17.07
Basic earnings per share excluding
non-recurring items (RMB/Share) 0.238 0.289 -17.65
Return on net assets Decreased by 4.644
(weighted average) (%)* 9.821 14.465 percentage points
Return on net assets excluding
non-recurring items (weighted Decreased by 4.75
average) (%)* 9.805 14.555 percentage points

* The above-mentioned net assets do not include minority shareholders interests.

(2) Differences between Financial Statements Prepared under CAS and International Financial Reporting
Standards ( IFRS )

Unit: RMB 000

Net profit attributable to equity Net assets attributable to equity
shareholders of the Company shareholders of the Company
Corresponding period At the end
The Reporting of the previous of the At the beginning
Period year Reporting Period of the Reporting Period
Prepared under CAS 2,575,479 3,096,675 24,655,092 24,750,048
Prepared under IFRS 2,598,499 3,148,609 24,628,014 24,721,965

For a detailed description of the differences between financial statements prepared under CAS and IFRS, please refer
to the Supplementary Information to the Financial Statements prepared under CAS.
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MAJOR FINANCIAL DATA AND INDICATORS (continued)

Prepared under CAS

(3) Non-recurring Profit and Loss Items

Unit: RMB 000

Non-recurring profit and loss items Amount
Net loss from disposal of non-current assets -5,130
Employee reduction expenses -8,806

Government grants recorded in current period s profit and
loss (excluding government grants pursuant to the State s
unified standard sum or quota to closely related corporate

business) 30,548
Income from external entrusted loans 694
Other non-operating income and expenses other than those

mentioned above -10,830
Effect attributable to minority interests (after tax) -1,041
Income tax effect -1,539
Total 3,896

6
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REPORT OF THE DIRECTORS

(1) Management Discussion and Analysis of the Overall Operations during the Reporting Period
(The following discussion and analysis should be read in conjunction with the unaudited financial report of the Group
and the notes in this interim report. Unless otherwise specified, certain financial data involved hereinafter are
extracted from the unaudited interim financial report prepared in accordance with IFRS.)

1. Review of the Company s operations during the Reporting Period

The first half of 2017 saw continuation of a moderate recovery in the global economy, and there was a temporary
relief of the previous political uncertainty. The easing monetary policies have promoted more rapid growth, while
higher global commodity prices have stimulated both international trade and demand. Consequently, the economies of
both developed and emerging economies have improved. While the Chinese economy continued to fluctuate within a
reasonable range, there were evident signs of a steady economic development. Particularly, economic growth rate
remained stable and a GDP (gross domestic product) growth of 6.9% was recorded in the first half of the year,
representing an increase of 0.2 percentage point as compared to the same period of last year. The overall economic
operations of the petrochemical industry in the PRC was good. After continuous adjustments over the last few years,
the supply and demand structure has improved and development capacity and standards have been strengthened,
resulting in a restorative growth. However, problems such as market volatility, weak investment sentiment, increased
pressure on external trades and costs rebounding at a faster pace, continued to exist.

The Group made substantial efforts in maintaining stable operations of its equipment, optimizing production and
operations, reducing costs and expenses and expanding market share in the first half of 2017. These efforts served to
ensure the safety and stability of the enterprise, sound operations in its production, and successful completion of
facility overhaul and revamp. As the Group started the equipment overhaul in the first half of the year, there was a
reduction in the volume of crude oil processed and a corresponding decrease in the amount of products. Meanwhile,
prices of raw material, refined oil and petrochemical products increased significantly compared to the same period of
last year. A growth in sales was recorded during the Reporting Period. For the six months ended 30 June 2017, the
Group s turnover reached RMB43,081.4 million, an increase of RMB6,112.9 million, representing an increase of
16.54% as compared to the same period of last year. The profit before tax was RMB3,274.2 million (profit before tax
for the same period of last year was RMB4,101.9 million), representing a decrease of RMB827.7 million from the
same period of last year. Profit after tax and non-controlling shareholder interests was RMB2,598.5 million (profit for
the same period of last year was RMB3,148.6 million), representing a decrease of RMBS550.1 million from the same
period of last year.
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REPORT OF THE DIRECTORS (continued)

In the first half of 2017, the total production volume of the Group reached 6,095,400 tons, representing a year-on-year
decrease of 6.38%. From January to June, the Group processed 6,804,200 tons of crude oil (including 1,148,900 tons
of crude oil processed on a sub-contract basis), representing a year-on-year decrease of 7.48%. The production volume
of refined oil products in total reached 4,064,500 tons, representing a year-on-year decrease of 8.40%. Among these,
the output of gasoline was 1,516,600 tons, representing a year-on-year decrease of 2.94%; the diesel output was
1,806,000 tons, representing a year-on-year decrease of 11.42%; and the jet fuel output was 741,900 tons, representing
a year-on-year decrease of 11.23%. The Group produced 355,400 tons of ethylene and 284,800 tons of paraxylene,
representing a year-on-year decrease of 14.32% and 13.91%, respectively. The Group also produced 465,000 tons of
synthetic resins and plastic (excluding polyesters and polyvinyl alcohol), representing a year-on-year decrease of
11.80%; 321,600 tons of synthetic fibre monomers, representing a year-on-year decrease of 3.51%; 200,900 tons of
synthetic fibre polymers, representing a year-on-year decrease of 7.63%; and 95,700 tons of synthetic fibres,
representing a year-on-year decrease of 13.32%. For the first half of the year, the sales to output ratio and debt
recovery ratio of the Group were 99.19% and 100%, respectively.

The Group achieved progress in HSE and ensured all equipment were operating steadily. During the first half of 2017,
the Group strictly implemented the HSE accountability system at all levels and strengthened the specific performance
evaluation in terms of HSE management. Source management was strengthened for environmental protection and
source management of oil sewage has begun on a pilot basis. With consistent efforts in promoting comprehensive
environmental controls, the total emission of various pollutants continued to show a downward trend. While the
compliance rate for sewage emission has reached 100%, the total emission of COD, ammonia nitrogen, sulfur dioxide
and nitrogen oxides decreased by 4.78%, 15.40%, 31.24% and 18.24%, respectively compared with the same period
of last year. Moreover, the Group has strengthened management over its operations and production as well as the
management and appraisal over unscheduled suspensions. As a result, the frequency and durations of unscheduled
suspensions have decreased by 60.00% and 72.97%, respectively, compared with the same period of last year. The
Group s equipment maintained stable operation as a whole. Out of the 80 key technical and economic indicators
covered in the assessment, 39 of them achieved a better performance than last year, representing a year-on-year
improvement rate of 48.75%, while 24 of them reached the advanced industry level, representing an industry advance
ratio of 30.00%. The Group successfully completed the equipment overhaul in the second quarter, where substantial
improvement and revamp were made to the No. 3 atmospheric and vacuum distillation series and the old ethylene
plant. At present, all equipment that underwent overhaul are operating normally and steadily.

Table of Contents 16



Edgar Filing: SINOPEC SHANGHAI PETROCHEMICAL CO LTD - Form 6-K

Table of Conten

REPORT OF THE DIRECTORS (continued)

The Group further implemented optimization of production and operations as well as reduction of costs and expenses.
During the first half of 2017, the Group continued to adhere to the profit forecast mechanism of dynamic optimization.
Based on the profit forecast, the Group adjusted the equipment workload, the configuration of raw materials and
products, and the processing workflow to maximize profitability. By optimizing the operations of catalyst facilities
and outsourcing the processing of low octane gasoline components, the Group has improved the blending process of
gasoline, as well as increased gasoline output and proportion of high-grade gasoline. The aggregate diesel to gasoline
ratio was 1.19:1 (2016: 1.35:1), representing a further reduction of 0.16 as compared to the whole year last year.
Besides, the Group has also optimized the raw material configuration of ethylene cracking and reduced the cost of
ethylene raw materials by optimizing the desulphurization and sweetening process of liquefied light hydrocarbon, and
the direct delivery of medium pressure hydrogenated heavy Naphtha to pre-hydrogenation facility. As part of its
ongoing reduction of costs and expenses, the Group continued to make vigorous efforts in controls and assessment
over costs on catalysts, additives and solvents, and implemented a cost control accountability system on a
departmental basis. The Group also fully utilized its indirectly owned subsidiary Shanghai Jinmao International
Trading Company Ltd. ( Jinmao International ), as a platform to develop offshore trading and reduce costs of foreign
exchange settlement and sales. In the first half of the year, operation volume reached 1,003,100 tons, representing a
year-on-year increase of 48.50%.

The Group made progress in project construction, technological development and digitalization. During the first half
of 2017, we further improved the Company s industrial development under the 13th Five-Year Plan and continued
advancing progress of projects such as the 300,000 tons/year alkylation plant and revamps in thermal power
cogeneration with ultra low emission and energy saving project. The Group also actively implemented environmental
management projects, including completion and operational commencement of several projects, such as the revamp of
No. 3 and No. 4 sulfur recovery units for compliant exhaust emission, the compliant emission of No. 2 boiler of the
thermal power division, which have made outstanding achievements in emission reduction. The Group also actively
worked with Jiaxing government to synchronize with the construction of Shanghai demonstration area. Combined
with the construction of G60 Science and Innovation Corridor , the Group was actively seeking cooperation
opportunities in the area around Ping Hu City and signed a cooperation memorandum with Ping Hu New Material
Industry Park. Besides, the Group also accelerated development of the integrated technology of PAN
(Polyacrylonitrile) based carbon fibre, development of large tow fibre precursor technology and the research and
development of high performance carbon fibre product series. The Group has also put efforts in research and
development ( R&D ) projects, such as the technology for industrialization and product development of specialized
materials for high performance bimodal HDPE (high-density polyethylene) pipelines. In the first half of the year, the
Group developed and manufactured 129,400 tons of new products and 345,400 tons of new synthetic resins products
and specialized polyolefin materials, with a differentiation rate for synthetic fibres at 87.55%. The Group also
submitted 19 patent applications and obtained 15 patent rights. Moreover, the Group accelerated the promotion of its
in-depth digitalization and industrialization , and its operation management system and customer service information
system have passed inspection and acceptance procedure.
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REPORT OF THE DIRECTORS (continued)

To further enhance corporate governance, the Group took proactive measures in the first half of the year to optimize
its corporate governance structure, the R&D system and mechanism, and the talent development system. The Group
also streamlined the organizational structure through adjusting and optimizing its entities with a view to steadily
enhancing the Group s operational efficiency. A pilot system has been established to optimize talent development
system and to improve the employee performance evaluation system, thereby developing channels for flexible talent
recruitment and development. To control the total number of employees, the Group promoted the outsourcing of its
business projects.

The following table sets forth the Group s sales volume and net sales after business tax and surcharges for the
Reporting Period:

For the six months ended 30 June

2017 2016
Sales  Net Sales Sales  Net Sales
volume (RMB volume (RMB
( 000 tons) Million) %  ( 000 tons) Million) %
Synthetic fibres 90.7 1,032.0 2.8 105.1 966.1 3.1
Resins and plastics 591.7 4,689.2 12.7 664.7 4,609.8 15.0
Intermediate petrochemicals 882.6 4,722.2 12.7 1,016.7 4,105.7 13.3
Petroleum products 3,955.9 14,270.1 385 4,100.2 11,669.6 37.9
Trading of petrochemical products 11,941.7 32.2 9,003.3 29.2
Others 420.9 1.1 427.8 1.5
Total 5,520.9 37,076.1 100.0 5,886.7 30,782.3 100.0

In the first half of 2017, net sales of the Group amounted to RMB37,076.1 million, representing an increase of 20.45%
over the same period of last year. Among which, net sales of synthetic fibres, resins and plastics, intermediate
petrochemical products, petroleum products and trading of petrochemical products increased by 6.82%, 1.72%,
15.02%, 22.28% and 32.64%, respectively. The increase in net sales of products was mainly due to a general increase
in the unit prices of products during the Reporting Period as compared to the same period of last year. The increase in
the net sales from the trading of petrochemical products was mainly attributable to the increase in the business volume
of Jinmao International, an indirectly owned subsidiary of the Group, during the Reporting Period. In the first half of
the year, the Group s net sales of Others decreased by 1.64% over the same period of last year, which was mainly
attributable to the decrease in the Group s revenue from oil processed on a sub-contract basis, as compared to the same
period of last year.

Most of the Group s products are sold in Eastern China.
In the first half of 2017, the Group s cost of sales increased by 27.79% year-on-year to RMB34,266.0 million,

representing 92.42% of total net sales.

Table of Contents 18



Edgar Filing: SINOPEC SHANGHAI PETROCHEMICAL CO LTD - Form 6-K

10

Table of Contents

19



Edgar Filing: SINOPEC SHANGHAI PETROCHEMICAL CO LTD - Form 6-K

Table of Conten

REPORT OF THE DIRECTORS (continued)

The Group s main raw material is crude oil. The global crude oil prices showed a stable but declining pattern in the
first half of 2017. Crude oil prices maintained at US$50-60/barrel in January to May, then prices showed signs of
decline from June. In the first half of 2017, the highest and lowest closing prices of Brent crude oil futures were
US$57.10/barrel and US$44.82/barrel, respectively, and the half-year average price was approximately
US$52.74/barrel, representing a year-on-year increase of 33.18%. The highest and lowest closing prices of West
Texas Intermediate crude oil futures were US$54.45/barrel and US$42.53/ barrel, respectively, and the half-year
average price was approximately US$50.05/barrel, representing a year-on-year increase of 26.55%. The highest and
lowest closing prices of Dubai crude oil futures were US$58.55/barrel and US$43.55/barrel, respectively, and the
half-year average price was approximately US$52.13/barrel, representing a year-on-year increase of 40.66%.

In the first half of 2017, the average unit cost of crude oil processed by the Group (for its own account) was
RMB2,653.83/ton, representing an increase of RMB908.59/ton over the same period of last year, or an increase of
52.06%. The Group processed a total of 5,655,300 tons of crude oil (excluding crude oil processed on a sub-contract
basis), representing a decrease of 381,900 tons over the same period of last year. Taken together, the total costs of
processed crude oil increased by RMB4,472 million. Processing costs decreased by RMB666 million due to a
decrease in the volume of crude oil processed. The increase in unit cost of processed crude oil brought costs up by
RMBS5,138 million. In the first half of 2017, the Group s cost of crude oil accounted for 43.80% of the total cost of
sales.

In the first half of 2017, the Group s cost for other ancillary materials amounted to RMB4,136.2 million, which is
basically the same as that of same period of last year. During the Reporting Period, the Group s depreciation and
maintenance expenses decreased by 2.07% year-on-year to RMB918.5 million and RMB751.6 million respectively,
mainly due to the decrease in depreciation expenses during the Reporting Period as certain fixed assets were fully
depreciated. Maintenance expenses grew by 20.26% year-on-year, mainly due to an increase in maintenance work
during the Reporting Period, which led to the rise in maintenance costs. Fuel and power expenses increased by
19.24% year-on-year to RMB998 million during the Reporting Period, mainly due to the increase in the unit purchase
price of coal.

In the first half of 2017, sales and administrative expenses of the Group amounted to RMB237.6 million, representing
a decrease of 6.53% as compared with RMB254.2 million over the same period of last year. This was mainly due to
the decrease in transportation and loading fees during the Reporting Period.

In the first half of 2017, other operating income of the Group amounted to RMB53.5 million, representing an increase
of RMB19.0 million over the same period of last year. This was mainly due to an increase in government subsidy
during the Reporting Period.

In the first half of 2017, the Group s net finance income amounted to RMB95.9 million, compared to RMB7.0 million
in net finance income over the same period of last year. This was mainly due to a significant increase in interest
income during the Reporting Period.

In the first half of 2017, the Group s profit after tax and non-controlling shareholder interests was RMB2,598.5

million, representing a decrease of RMBS550.1 million as compared with RMB3,148.6 million over the same period of
last year.
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REPORT OF THE DIRECTORS (continued)

Liquidity and Capital Resources

The Group s net cash inflow generated from operating activities amounted to RMB2,350.2 million in the first half of
2017 as compared to a net cash inflow of RMB4,613.4 million over the same period of last year, which was mainly
due to profit before tax during the Reporting Period amounted to RMB3,274.2 million (profit before tax of the same
period of last year was RMB4,101.9 million.

In the first half of 2017, the Group s net cash generated from investing activities amounted to RMB111.0 million as
compared to a net cash used of RMBS5.9 million over the same period of last year. This was primarily attributable to a
year-on-year increase in the dividends received by the Group from joint ventures and associate companies during the
Reporting Period, resulting in an increase of RMB258.8 million in net cash generated from investing activities.

In the first half of 2017, the Group s net cash generated from financing activities amounted to RMB63.4 million,
compared to a net cash used of RMB1,235.9 million over the same period of last year, primarily attributable to the
decrease of RMB3,040.3 million in cash paid by the Group for loan repayment during the Reporting Period.

Borrowings and Debts

The Group s long-term borrowings are mainly used in capital expansion projects. In general, the Group arranges
long-term borrowings according to its capital expenditure plans. On the whole, there is no seasonal borrowings.
Short-term borrowings are used to replenish the Group s working capital requirements during the normal course of
production. During the first half of 2017, the Group s total borrowings increased by RMB67.0 million to RMB613.4
million as at the end of the Reporting Period as compared to the beginning of the Reporting Period, mainly due to the
increase of short-term borrowings by RMB67.0 million. As at 30 June 2017, the total borrowings of the Group at
fixed interest rates amounted to RMB500 million.

Capital Expenditures

In the first half of 2017, the Group s capital expenditures amounted to RMB398 million, mainly attributable to the
implementation of various projects, including management of latent hazards of refined oil pipelines connecting
Sinopec Shanghai to Chenshan, the transformation of sulfur recovery equipment for compliance with the standard for
exhaust emission, the recycling project of oil tank and railway bridge of the Storage Division, the transformation of
cogeneration unit for compliance with the emission standard, the transformation of No. 2 olefin cracking burner for
low nitrogen burning and the closed rectification project of the fuel yard of the Thermal Power Division.
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REPORT OF THE DIRECTORS (continued)

In the second half of 2017, the Group plans to complete the transformation of sulfur recovery equipment for
compliance with the standard for exhaust emission, the recycling project of oil tank and railway bridge of the Storage
Division, the transformation of cogeneration unit for compliance with the emission standard, the transformation of
No. 2 olefin cracking burner for low nitrogen burning and the closed rectification project of the fuel yard of Thermal
Power Division. The Group also plans to start the 300,000 tons/year alkylation plant project, the closed de-coking
environmental governance project No. 2 of delayed coking equipment and the transformation of No. 3 and No. 4
boilers for compliance with the emission standard of the Thermal Power Division. The Group s planned capital
expenditures would be funded from the resources including cash generated from operations and from bank financing.

Gearing Ratio

As at 30 June 2017, the Group s gearing ratio was 32.91% (As at 30 June 2016: 30.20%). The ratio is calculated using
the following formula: total liabilities/total assets.

The Group s Employees

As at 30 June 2017, the total number of enrolled employees of the Group was 10,721, among which the number of
production staff was 6,398, the number of sales, financial and other staff was 3,179 and the number of administrative
staff was 1,144. 51.49% of the Group s employees were college graduates or above. In the first half of 2017, the total
employees remuneration and benefits paid by the Group amounted to RMB1,204,364,000.

The Group s employees and Directors are remunerated with reference to their position, performance, experience and
prevailing salary trends in the market. Other benefits include the Share Option Incentive Scheme and the
State-managed retirement pension scheme. The Group also provides professional and vocational training to
employees.

Income Tax

The Enterprise Income Tax Law of the PRC took effect from 1 January 2008, subsequent to which the income tax rate
for enterprises was uniformly adjusted to 25%. The income tax rate applicable to the Group in 2017 is 25%.

Disclosure Required by the Hong Kong Listing Rules
Save as disclosed herein, pursuant to paragraph 40 of Appendix 16 to the Hong Kong Listing Rules, the Company
confirms that there were no material differences between the existing information of the Company relating to the

matters as set out in paragraph 32 of Appendix 16 to the Hong Kong Listing Rules and the relevant information
disclosed in the Company s 2016 annual report.
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2. Market Outlook and Work Plans for the Second Half of the Year

The global economy is expected to continue recovering moderately in the second half of 2017. Policy uncertainties in
the developed European nations and the US will reduce, which will strengthen the confidence of investors and
consumers. Infrastructure investment in countries along the Belt and Road initiative , especially in the PRC, will grow
rapidly and give a strong boost to trade and economic development. The growth rate of international trade and
investment would increase substantially, while the rebound in commodity prices would drive the growth of the
emerging economies. Against the backdrop of further structural reforms in the supply-side in China and acceleration
of the innovation-driven development strategy, there will be further positive changes to economic development. The
Group made firm advances in line with cutting overcapacity and excess inventory, deleveraging, reducing costs and
strengthening areas of weakness to improve the supply and demand balance. However, the prevailing volatilities and
uncertainties of the global economy and the structural imbalance accumulated over a long period in the PRC will
remain prominent. While China s economic growth is expected to maintain a smooth and stable trend, the
petrochemical industry in the PRC will continue capacity reduction and speed up transformation and upgrade as its top
priority. Competition in refined oil market will become increasingly intense with the promulgation of the opinion of
the State on the reform of the oil and gas system. It is anticipated that there will not be any fundamental improvement
of the oversupply condition while the successive approvals of large-scale refinery and petrochemical projects such as
the 40 million tons refining and petrochemical integration project in Zhoushan City, Zhejiang Province, will
exacerbate the problem of excessive capacity. The increasingly stringent safety and environmental policies would also
add greater pressure and challenges to the petrochemical corporations.

The global demand for petroleum is expected to improve in the second half of 2017 which may result in a decrease in
petroleum inventory around the world. However, the crude oil market will still face uncertainty and several bearish
factors that will restrain increases in oil prices. For instance, production volume of Libya and Nigeria may still
increase, the status of increase in crude oil production of the United States, whether OPEC and non-OPEC oil
producing countries would strictly adhere to the agreement to reduce output, and the possibility of another round of
rate hikes in the United States, which may trigger a stronger US dollar. The timing for attaining a balance between the
global demand and supply of petroleum is expected to be delayed in the second half of 2017 and the average price for
Brent crude oil may hover below US$55 per barrel.

In the second half of 2017, the Group will place more emphasis on enhancing development quality with the primary
goal of increasing profitability. The Group will also coordinate to bring about safe and stable operations, enhancement
of profitability, and future development in order to achieve its annual targets and missions.
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(i) Continue to consolidate the foundation for safety and environmental protection to ensure the stable
operation of equipment. The Company will actively launch the I Perform a Diagnosis for Safety activity to
identify safety risks, eliminate hidden safety hazards and prevent accidents. Meanwhile, the Company will
proactively implement the comprehensive governance project of hidden safety hazards and the
environment. It will also continue to strengthen efforts in management and assessment of unscheduled
suspension of operation, and the stable operation of equipment after maintenance to ensure its technical
economic indicators can achieve the annual assessment target.

(i) Continue to work aggressively on optimization and further enhancement of efficiency. The Company will
adhere to its prior planning to win principle to optimize dynamic estimation throughout the whole process,
emphasize on securing crude oil resources by optimizing and adjusting crude oil procurement strategy and
controlling inventory within a reasonable level. The Company will continue to optimize the constitution of
refined oil products by increasing the output of gasoline while decreasing diesel output, while raising the
proportion of high-grade refined oil at the same time. The Company will adequately explore ethylene and
propane resources in refining and petrochemical facilities, optimize raw materials for ethylene equipment
with a view to enhancing the hydrocarbon recovery rate and lowering the production cost of ethylene.
Optimization will also be carried out for the production technique to raise the loading of reorganization
equipment in an effort to increase the production volume of Xylene. The Company will increase its efforts
in reducing costs and expenses, and expand the coverage of the related measures. The link between
production and sales plan of various products, such as acrylic fibres, polyester fibre and plastic, as well as
the linkage between demand and supply of materials will be improved to reduce inventory cost.

(iii) Actively promote key investment projects and implement R&D projects. The Company will continue to
push ahead the implementation of various projects, such as the transformation of cogeneration unit for
compliance with the emission standard by Sinopec Shanghai and the No. 2 ethylene cracking burner for
low nitrogen burning, and commencement of the preparation works of projects such as 300,000 tons/ year
alkylation plant project, the optimization of spinning procedure of Jinyang Acrylic Fibre plant, the
transformation project of No. 3 and No. 4 burners for ultra clean discharge. The Company will closely
monitor the progress of key R&D projects to ensure that the T300 carbon fibre equipment can achieve its
production target at full capacity, while further promoting and expanding the applications of carbon fibre
at the same time. The Company will focus on implementing construction of smart plant , accelerating the
optimization of the entire refining and petrochemical integration process, and the launch of application of
industrial robots, etc.

(iv) Strengthen corporate management and foster a harmonious and stable environment. The Company will
focus on adjusting and optimizing the organizational structure, initiate the trial run of horizontal
management model of secondary units, streamline the technical units of equipment department and
secondary units, and consolidate and integrate the professional services units. The Company also plans to
improve the performance assessment system to continuously enhance the corporate management. The
Company will continue to optimize the human resources structure and enhance the service quality of its
employees. The Company will also conduct corporate stability risk assessment, formulate and implement
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operations as well as its reform and development.
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(2) Analysis of the Company s Principal Performance during the Reporting Period (Certain of the following
financial data is extracted from the unaudited interim report prepared under CAS)

1.  Analysis of Changes in the Related Financial Data

Item
Cash at bank and on hand

Accounts receivable

Short-term borrowings

Accounts payable

Dividends payable

Table of Contents

As at 30

7,955,926

1,776,299
613,421

5,817,181

2,720,473

As at 31
June 2017 December 2016

5,440,623

1,656,580
546,432

5,082,470

20,473

16

Change
(%)

46.23

7.23
12.26

14.46

13,188.10

Unit: RMB 000

Reason for change
Profit of the Reporting Period
and a relatively abundant cash
flow
Increases in the business
volume of the trading
business segment with an
increase in accounts
receivable
Slight increase in credit loans
Increases in the business
volume of the trading
business segment with an
increase in accounts payable
Increase in dividends declared
during the Reporting Period
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Item
Revenue

Cost of sales

Finance expenses net

Asset impairment losses

Income tax expenses

Net profit attributable to
shareholders of the Company
Net cash generated from
operating activities

Net cash generated from/ (used
in) investment activities

Net cash generated from/ (used
in) financing activities

Research and development costs

Table of Contents

For the six months ended

30 June

2017 2016
43,106,950 36,993,191
32,841,971 25,177,628
-88,839 1,983
36,142 150,004
671,073 948,241
2,575,479 3,096,675
2,358,780 4,645,024
111,004 -5,941
54,803 -1,267,427
11,323 47,144

17

Change
(%)

16.53

30.44

-4,580.03

-75.91

-29.23

-16.83

-49.22

-1,968.44

-104.32

-75.98

Unit: RMB 000

Reason for change
Increase in the price of
petrochemical products and
growth in the business of the
trading segment
Increase in the costs of crude
oil and other raw materials
Substantial increase in the
interest income during the
Reporting Period
The amount of the provision
of fixed asset impairment for
the Reporting Period was
relatively small
Decrease in the profit in the
Reporting Period
Decrease in the profit in the
Reporting Period
Decrease in profit level in the
Reporting Period
Increase in the investment
returns in the Reporting
Period
Reduce in the amount of loan
repayment in the Reporting
Period
Full amortization of the
research and development
costs of carbon fibre project
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(3) Analysis of Business Operations by Industry, Product and Geographical Location Segment

1.  Principal Operations by Industry or Product

Unit: RMB 000
Principal Operations by Industry or Product

Increase/
decrease in
Increase/ cost of Increase/decrease
decrease aiperations as
revenue ascompared in gross profit
compared to  to
same same margin as
Gross period  period
profit of last  of last compared
Cost of margin year year
By industry or product Revenue operations (%) (%) (%) to same period of last year
Synthetic fibres Decreased by 13.14
1,062,461 1,127,830  -6.15 6.35 21.38 percentage points
Resins and plastics Decreased by 8.82
4,811,255 3,822,509  20.55 1.35 14.01 percentage points
Intermediate petrochemicals Decreased by 2.88
4,861,394 3,259,968 32.94 14.50 19.64 percentage points
Petroleum products Decreased by 11.21
19,970,061 12,398,802  37.9]Note 13.88 38.97 percentage points
Trading of petrochemical Decreased by 0.15
products 11,949,099 11,866,164 0.69 32.71 3291 percentage point
Others Decreased by 12.26
210,628 146,611  30.39 6.81 28.89 percentage points

Note: This gross profit margin is calculated according to the price of petroleum products which includes consumption
tax. Gross profit margin of petroleum products after deducting consumption tax was 9.23%.

2.  Revenue by Geographical Location

Unit: RMB 000
Geographical location Revenue Increase/decrease in revenue
as compared to the
same
period of last year
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Other regions in China
Exports
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35,413,813
1,511,123
6,182,014

(%)
18.26
-22.57
21.30
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(4) Analysis of Assets and Liabilities

Unit: RMB 000
As at 30 June 2017 As at 31 December 2016 Change of

amount on
30 June 2017
as
% of % of  compared
total total to 31 December
Item Amount assets Amount assets 2016 (%)  Major reason of the change
Inventories Increase in the crude oil and
7,016,933  18.81 6,159,473 18.05 13.92 petroleum products prices
Short-term borrowings Decrease in loan due to
613,421 1.64 546,432 1.60 12.26 decrease in capital demand
Accounts payable Increase in the crude oil
5,817,181  15.59 5,082,470 14.89 14.46 price

(5) Analysis of Core Competitiveness

As one of the largest integrated petrochemical enterprises in China with an integrated refinery and petrochemical
capacity, the Company possesses competitive business scale and strength, which have made it a major manufacturer
of refined oil, intermediate petrochemical products, synthetic resins and synthetic fibres in China. The Company also
has its self-owned utilities and environmental protection systems, as well as sea transport, inland shipping, rail
transport and road transport ancillary facilities.

The Company s major competitive advantages include quality, geographical location and its vertically integrated
production. The Company has over 40 years of petrochemical production and management experience, and has
accumulated extensive resources in the petrochemical industry. The Company has won several quality product awards
from the central and local governments. Located at the core region of Yangtze River Delta, the most economically
active region in China with strong demand for petrochemical products, the Company has built a comprehensive
logistics system and supporting facilities with close geographic proximity with most of its clients which enables the
Company to enjoy the convenience of coastal and inland shipping. This gave it a competitive edge in terms of
transportation costs and timely delivery. The Company has leveraged its advantages in integrated refinery and
petrochemical capacity to actively strengthen product structure, while continuously improving products quality and
variety. The Company has also improved production technology and boosted capacity of key upstream equipment to
maximize the use and the efficiency in the utilisation of its corporate resources, and is therefore able to achieve strong
and sustainable development.
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(6) Analysis of Investments

1. Entrusted Wealth Management and Entrusted Loans

@) Entrusted wealth management
The Company did not engage in entrusted wealth management during the Reporting Period.

(ii))  Entrusted loans

Unit:
RMB 000
Source of
funds and
Interest Whether whether the
Amount rate Whether it Whether funds
of of Whether itisa has  itis are
entrusted Loan loan  itis connected been under fromConnectBdkpected
Name of Borrower loan period % overdugansactiaeneweditigatifund-raisdtetionshipcome
Chevron Phillips 30/08/2016 -
Chemicals (Shanghai) 12,000 29/08/2017 1.75 No No No No No Nil 35
Corporation 29/09/2016 -
12,000 29/09/2017  1.75 No No No No No Nil 52
29/11/2016 -
28,000 28/11/2017  1.75 No No No No No Nil 203
27/12/2016 -
12,000 26/12/2017  1.75 No No No No No Nil 104
22/01/2017 -

12,000 21/01/2018  1.75 No No No No No Nil 119
Note: The aforementioned entrusted loans are loans provided by Shanghai Golden Phillips Petrochemical Company
Limited, a subsidiary of the Group, to the shareholders in proportion to its shareholdings.

2.  Application of Fund Raised
During the Reporting Period, the Company did not raise fund, nor has it used the fund raised from the previous
reporting periods.
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3.  Analysis of the Principal Subsidiaries and the Companies in which the Company has Investment
Interests
Due to the decrease in the cost of raw materials, gross profit of products increased. Shanghai SECCO Petrochemical
Company Limited ( Shanghai SECCO ), an associate company of the Group, recorded a net profit of RMB2,359
million during the Reporting Period, profit attributable to the Group is RMB472 million, representing 18.83% of net
profit attributable to equity shareholders of the Company during the Reporting Period.
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4. Projects Funded by Non-Fund Raising Capital

Unit: RMB 00,000,000
Amount of project

investment
in
the
Total project Reporting Status as at

Major project investment Period 30 June 2017
The EVA production device with a capacity of
100,000 tons/year 11.32 Preliminary design
Sinopec Shanghai transformation project for
standard emission of cogeneration units 2.89 0.14 Construction in progress
The transformation project for low nitrogen
burning of No.2 olefin cracking furnace 1.34 0.59 Construction in progress
The airtight transformation project of the fuel
yard of the Thermal Power Division 1.00 0.18 Construction in progress
The transformation project of the oil refining
department for standard emission of sulfur
recovery unit 0.54 0.29 Completed

(7) Other Disclosure Items

1.  Risk exposure

(i) The cyclical characteristics of the petroleum and petrochemicals markets and price volatility in
crude oil and petrochemical products may have an adverse impact on the Group s operations

A large part of the Group s operating revenue is derived from the sales of refined oil and petrochemical products.
Historically, such products have been cyclical in nature and relatively sensitive to macroeconomic changes. Changes
in regional and global economic conditions, productivity and output, prices and supply of raw materials, consumer
demand and prices and supply of substitutes also have an effect. From time to time, these factors have a material
impact on the prices of the Group s products in regional and global markets. Given the reduction of tariffs and other
import restrictions as well as the relaxation of control by the PRC government over the distribution and pricing of
products, a substantial number of the Group s products will increasingly be subject to the cyclical impact in the
regional and global markets. In addition, the prices of crude oil and petrochemical products will remain volatile, and
uncertain. Higher crude oil prices and lower petrochemical products prices are likely to have an adverse impact on the
Group s business, operating results and financial condition.
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(ii) The Group may be exposed to risks associated with the procurement of imported crude oil and may
not be able to pass on all increased costs due to rising crude oil price

At present, the Group consumes a significant amount of crude oil for the production of petrochemical products. More
than 95% of the crude oil consumption is imported. In recent years, crude oil prices have been subject to significant
fluctuations due to a variety of factors, and the Group cannot rule out the possibility of any major unexpected event
which may cause a suspension in crude oil supply. The Group has attempted to mitigate the effects of increased costs
from rising crude oil prices by passing them on to the customers, but the ability to do so is subject to market
conditions and government control. Since there is a time-lag between increases in crude oil prices and increases in
petrochemical product prices, higher costs cannot be totally offset by raising the selling prices. In addition, the State
also imposes strict control over the distribution of some petroleum products in China. For instance, some of the
Group s petroleum products are required to be sold to designated customers (such as subsidiaries of Sinopec Corp).
Hence, when crude oil prices are high, the higher costs cannot be totally offset by raising the selling prices of the
Group s petroleum products.

(iii) Substantial capital expenditures and financing requirements are required for the Group s
development plans, presenting a number of risks and uncertainties

The petrochemical industry is a capital-intensive industry. The Group s ability to maintain and raise income, net
income and cash flows is closely connected with ongoing capital expenditures. The Group s estimated capital
expenditures is estimated to amount to approximately RMB1,500.0 million in 2017, which will be met by financing
activities and by internal funding. The Group s actual capital expenditures may vary significantly due to the Group s
ability to generate sufficient cash flows from operations, investments and other factors that are beyond the Group s
control. Furthermore, there is no assurance as to the completion, cost or outcome of the Group s fund raising projects.

The Group s ability to secure external financing in the future is subject to a number of uncertainties which include the
Company s operating results, financial conditions and cash flows in the future; China s economic conditions and the
market conditions for the Group s products; financing costs and conditions of the financial market, and issuance of
government approval documents, as well as other risks associated with the development of infrastructure projects in
China and so forth. The Group s failure to secure sufficient financing required for its operations or development plans
may have an adverse impact on the Group s business, operating results and financial condition.
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(iv) The Group s business operations may be affected by existing or future environmental protection
regulations

The Group is subject to a number of environmental protection laws and regulations in China. Waste products (waste
water, waste gas and waste residue) are generated during the Group s production operations. Currently, the Group s
operations fully comply with all applicable Chinese environmental protection laws and regulations. However, the
Chinese government may further enforce stricter environmental standards, and the Group cannot assure that the
central or local governments will not issue more regulations or enforce stricter regulations which may cause the Group
to incur additional expenses on environmental protection measures.

(v) Changes in the monetary policy and fluctuations in the value of Renminbi may have an adverse
impact on the Group s business and operating results

The exchange rate of the Renminbi against the US Dollar and other foreign currencies may fluctuate and is subject to
alterations due to changes in the political and economic situations. In July 2005, the PRC government overhauled its
policy of pegging the value of the Renminbi to the US dollar by permitting the Renminbi to fluctuate within a certain
band against a basket of foreign currencies. Since the adoption of this new policy, the value of the Renminbi against
the US dollar fluctuates daily. In addition, the Chinese government has been under international pressure to further
ease its exchange rate policy, and may as a result further change its currency policy. A small portion of our cash and
cash equivalents are denominated in foreign currencies, including the US dollar. Any increase in the value of
Renminbi against other currencies, including the US dollar, may decrease the Renminbi value of our cash and cash
equivalents that are denominated in foreign currencies. On the other hand, most of our revenue is denominated in
Renminbi, but a major part of our procurement of crude oil, certain equipment and certain debt repayments are
denominated in foreign currencies. Any devaluation of Renminbi in the future will increase our costs and jeopardize
profitability. Any devaluation of Renminbi may also have an adverse impact on the value of dividends payable in
foreign currencies by the Group for H shares and American Depository Securities.

23

Table of Contents 37



Edgar Filing: SINOPEC SHANGHAI PETROCHEMICAL CO LTD - Form 6-K

Table of Conten

REPORT OF THE DIRECTORS (continued)

(vi) Connected transactions may have an adverse impact on the Group s business and economic
efficiency

The Group, from time to time, conducts and will continue to conduct transactions with the Group s controlling
shareholder Sinopec Corp. and Sinopec Group, Sinopec Corp. s controlling shareholder, as well as their connected
parties (subsidiaries or associates). These connected transactions include the provision of the following services by
such connected parties to the Group: raw materials purchases, agency sale of petrochemical products, construction,
installation and engineering design services, petrochemicals industry insurance services and financial services, and the
sale of petroleum and petrochemical products by the Group to Sinopec Corp. and its connected parties. These
connected transactions and services conducted by the Group are carried out under normal commercial terms and in
accordance with the relevant agreements. However, if Sinopec Corp. and Sinopec Group refuse to conduct such
transactions or revise the agreements with the Group in a manner unfavorable to the Group, the Group s business and
business efficiency will be adversely impacted. Furthermore, Sinopec Corp. competes with the Group in certain
sectors directly or indirectly or has an interest in businesses that compete with the Group. Since Sinopec Corp. is the
controlling shareholder of the Group and its own interests may conflict with those of the Group, it may act for its own
benefit regardless of the Group s interests.

(vii) Risks associated with control by the major shareholder
Sinopec Corp., the controlling shareholder of the Company, owns 5,460,000,000 A shares of the Company, which
represents 50.56% of the total number of shares of the Company and gives it an absolute controlling position. Sinopec
Corp. may, by using its controlling position, exercise influence over the Group s production operations, fund
allocations, appointment or removal of senior management and so forth, thereby adversely affecting the Group s
production operations as well as minority shareholders interests.

24

Table of Contents 38



Edgar Filing: SINOPEC SHANGHAI PETROCHEMICAL CO LTD - Form 6-K

Table of Conten

MAJOR EVENTS

(1) General Meeting

Designated websites for enquiry Date of publication

of of the
Meeting session Date publication of the resolutions resolutions
2016 annual general Shanghai Securities News, China
meeting Securities Journal and Securities

Times; the websites of the
Shanghai Stock Exchange, the
Hong Kong Stock Exchange and
15 June 2017 the Company 16 June 2017

(2) Plan for Ordinary Shares Profit Distribution or Capital Reserves Capitalization

1.  The Formulation, Implementation or Adjustment of Cash Dividend Policy
The 2016 Profit Distribution Plan was considered and approved at the 2016 annual general meeting held on 15 June
2017: to distribute a dividend of RMB2.50 per 10 shares (including tax) totalling RMB2,700,000,000 based on the
total number of issued shares of 10.8 billion as at the record date for dividend payment. The relevant announcement
was published in Shanghai Securities News, China Securities Journal and Securities Times on 16 June 2017 and was
uploaded to the websites of the Hong Kong Stock Exchange, Shanghai Stock Exchange and the Company. On 6 July
2017, the Company published an announcement on the implementation of profit distribution plan for A shares for the
year 2016. The record date for A shares dividend payment is 12 July 2017 and the ex-dividend date is 13 July 2017.
The dividend payment date for both H shares and A public shares is 13 July 2017. The Profit Distribution Plan has
been implemented as scheduled.

2.  Plan for Profit Distribution or Capital Reserves Capitalization during the Reporting Period
Nil.

(3) Performance of Undertakings

1.  Undertakings Made by the De Facto Controller, Shareholders, Connected Parties, Purchaser of the
Company and the Company during the Reporting Period or Continuing up to the Reporting Period
Undertakings about the Share Reform Scheme

The Company disclosed The Explanatory Memorandum on the Share Reform Scheme (the Revised Draft) on 20 June
2013, in which the Company s controlling shareholder, Sinopec Corp., made the following major undertakings that
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continued up to the Reporting Period:

Sinopec Corp. shall continue to support the development of Sinopec upon the completion of the share reform scheme,
and shall use the Company as a platform for the development of related businesses in the future.
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For details, please refer to The Explanatory Memorandum on the Share Reform Scheme (the Revised Draft) (Full
Version) published in Shanghai Securities News and China Securities Journal on 20 June 2013, as well as the relevant
announcements uploaded to the websites of the Shanghai Stock Exchange, the Hong Kong Stock Exchange and the
Company.

The draft of share reform scheme was reviewed and approved at the A shares shareholders meeting held on 8 July
2013. After the implementation of the share reform scheme on 20 August 2013, the Company s A shares resumed
trading, and the non-circulating shares previously held by non-circulating shares shareholders attained the right of
circulation. For details of the implementation of the share reform scheme, please refer to the Implementation Report
on Sinopec Shanghai Petrochemical Company Limited Share Reform Scheme published in China Securities Journal
and Shanghai Securities News on 14 August 2013 and uploaded to the websites of the Shanghai Stock Exchange, the
Hong Kong Stock Exchange and the Company.

With regard to the aforementioned undertakings, the Company did not notice any violation of the undertakings.

(4) Appointment and Dismissal of Auditors
During the Reporting Period, the Company has not changed the auditors.

(5) Material Lawsuits or Arbitration
The Company has no material lawsuits or arbitration during the Reporting Period.

(6) Punishment and Reprimand of the Listed Company and its Directors, Supervisors, Senior Management,
Controlling Shareholders, De Facto Controller and Purchaser
During the Reporting Period, Mr. Pan Fei, independent non-executive Director, informed the Board that he has
received an Advance Notice of Administrative Penalties and Prohibition to Access the Market issued by the CSRC.
The CSRC intended to issue a warning and impose a fine of RMB50,000 on Mr. Pan in relation to the suspected
illegal acts of information disclosure of Jiangsu Yabaite Technology Co., Ltd. ( Yabaite ) during Mr. Pan s tenure as an
independent director of Yabaite. The above information has been set out in the announcement dated 29 June 2017. On
7 July 2017, Mr. Pan Fei tendered his resignation as an independent non-executive Director and Chairman of the
Audit Committee and member of the Strategy Committee of the Board due to personal work arrangement. His
resignation took effect upon the election of a new independent non-executive Director at the first extraordinary
general meeting of the Company of 2017 held on 2 August 2017.

Save as disclosed above, during the Reporting Period, the Company and its Directors, Supervisors, senior

management, controlling shareholder, de facto controller and purchasers had not been investigated, administratively
punished, publicly criticized by the CSRC nor publicly censured by the stock exchanges.
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(7) Credit Status of the Listed Company and its Controlling Shareholder and De Facto Controller during the
Reporting Period

During the Reporting Period, the Company and its controlling shareholder and de facto controller were not involved in

any events regarding failure to perform obligations under a judgment of courts nor have they had any relatively large

amount of debts which have become due and outstanding.

(8) Share Option Incentive Scheme

1.  Share Option Incentive Scheme Disclosed in Relevant Announcements

Summary Index of enquiry

The fifth meeting of the Eighth Session of the Board Published in China Securities Journal, Shanghai
considered and passed the Resolution on the adjustment to ~ Securities News, Securities Times on 7 January 2015
list of grantees and amount of initial grant under the Share and uploaded to the websites of the Shanghai Stock
Option Incentive Scheme and the Resolution on Exchange, the Hong Kong Stock Exchange and the
implementation of the initial grant under the Share Option Company.

Incentive Scheme .

The 18th meeting of the Eighth Session of the Board Published in China Securities Journal, Shanghai
considered and passed the Resolution on the adjustment of Securities News and Securities Times on 16 March
peer benchmark enterprises of the A Shares Share Option 2017 and uploaded to the websites of the Shanghai

Incentive Scheme of the Company . Stock Exchange, the Hong Kong Stock Exchange and
the Company.
The Resolution on the adjustment of peer benchmark Published in China Securities Journal, Shanghai
enterprises of the A Shares Share Option Incentive Scheme  Securities News and Securities Times on 16 June 2017
of the Company was considered and passed at the 2016 and uploaded to the websites of the Shanghai Stock
annual general meeting. Exchange, the Hong Kong Stock Exchange and the
Company.
27
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2.  Share Option Incentive Scheme

(i) Date and number of the initial grant
Date of grant of A shares share options: 6 January 2015

Number of A shares share options grantees: 214 persons

Number of A shares share options granted: 38,760,000

(ii) Outstanding share options of Directors, chief executive and substantial shareholder during the
Reporting Period
As at the beginning of the Reporting Period, the total number of outstanding A shares share options held by a total of
five persons including directors, chief executive and substantial shareholders, and Mr. Jin Wenmin, Vice President,
were 2,540,000.

As at the end of the Reporting Period, the total number of outstanding A shares share options held by the four persons,
including Mr. Wang Zhiqing, Chairman and President, Mr. Gao Jinping, Vice Chairman and Vice President, Mr. Jin
Qiang, Director and Vice President, Mr. Guo Xiaojun, Director, Vice President, Secretary to the Board and Joint
Company Secretary, and Mr. Jin Wenmin, Vice President, were 2,110,000. Mr. Ye Guohua, former Director and Chief
Financial Officer, resigned on 26 January 2017. Pursuant to the relevant terms of the Share Option Incentive Scheme,
the 430,000 A shares share options granted to him lapsed during the Reporting Period.

(iii) Outstanding share options granted to employees other than the persons mentioned in item (ii)
As at the beginning of the Reporting Period, the total number of outstanding A shares share options held by the
Company s key business personnel were 35,970,000.

During the Reporting Period, a total of 900,000 A shares share options granted to the Company s key business
personnel lapsed due to resignation of grantees and other reasons. As at the end of the Reporting Period, the total
number of outstanding A shares share options held by the Company s key business personnel was 35,070,000.

(iv) [Exercise price of the initial grant and adjustment of the exercise price
According to the principle disclosed by the Company on the determination of exercise price, the exercise price of the
initial grant was RMB4.20 per share (in the event of dividend payment, capitalisation of capital reserves, bonus issue,
subdivision or reduction of shares or placement of shares during the validity period, the exercise price shall be
adjusted according to the Share Option Incentive Scheme). On 15 June 2016, the 2015 Profit Distribution Plan was
considered and passed at the 2015 annual general meeting of the Company, whereby cash dividend of RMB1.00 was
paid for every 10 shares. On 15 June 2017, the 2016 Profit Distribution Plan was considered and passed at the 2016
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annual general meeting of the Company, whereby cash dividend of RMB2.50 was paid for every 10 shares, and the
exercise price was adjusted to RMB3.85 per share.
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(v) Validity period and exercise arrangement for the initial grant
The validity period of the share options is five years commencing from the grant date, but is subject to the exercise
arrangements. The exercisable period for the share options is three years commencing from the expiry of the two-year
period after the grant date. There are three exercisable periods (one year for each exercisable period, same below)
under the Share Option Incentive Scheme. Upon the fulfillment of the exercise conditions, 40%, 30% and 30% of the
total number of share options granted shall become exercisable within the 1st, 2nd and 3rd exercisable periods,
respectively.

Stage Arrangement Exercise Ratio Cap
Grant Date Determined by the Board upon

fulfillment of the conditions for

grant under the Share Option

Incentive Scheme
1st Exercisable Period Commencing on the first trading

day upon the expiry of the

24-month period following the

grant date and ending on the last

trading day preceding the expiry

of the 36-month period

following the grant date 40%
2nd Exercisable Period Commencing on the first trading

day upon the expiry of the

36-month period following the

grant date and ending on the last

trading day preceding the expiry

of the 48-month period

following the grant date 30%
3rd Exercisable Period Commencing on the first trading

day upon the expiry of the

48-month period following the

grant date and ending on the last

trading day preceding the expiry

of the 60-month period

following the grant date 30%

Save as disclosed herein, no A shares share options were granted pursuant to the Share Option Incentive Scheme or
exercised by any grantees or cancelled or lapsed during the Reporting Period.

(vi) Update on the Share Options Incentive Scheme up to the report date
At the third meeting of the Ninth Session of the Board of the Company held on 23 August 2017, Resolution in respect
of adjustment to the participants list and the number of share options of the A Shares Share Option Incentive Scheme
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of Sinopec Shanghai , Resolution in respect of adjustment to the exercise price of share options initially granted under
the A Shares Share Option Incentive Scheme of Sinopec Shanghai and Resolution in respect of determination of the
exercise date and fulfillment of exercise conditions for the first exercisable period of share options initially granted
under the A Shares Share Option Incentive Scheme of Sinopec Shanghai were considered and passed. A total of
2,410,000 A shares share options held by 15 participants shall lapse due to their resignation and other reasons. A total
of 2,733,000 A shares share options held by 27 participants shall lapse after adjustment due to job transfer and other
reasons.
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A total of 5,143,000 A shares share options shall lapse after adjustment. The total number of outstanding A shares
share options after adjustment is 33,617,000. For the first exercisable period, a total of 14,212,500 A shares share
options granted is exercisable.

(9) Major Connected Transactions

1.  Connected Transactions related to Daily Operations
During the Reporting Period, pursuant to the Mutual Product Supply and Sales Services Framework Agreement
entered into with the controlling shareholder of the Company, Sinopec Corp., and the de facto controller Sinopec
Group on 23 August 2016, the Company purchased raw materials from Sinopec Group, Sinopec Corp. and their
associates and sold petroleum products and petrochemicals products and leased properties to Sinopec Corp. and its
associates, and Sinopec Corp. and its associates provided agency sales services for petrochemical products to the
Company. Pursuant to the Comprehensive Services Framework Agreement entered into between the Company and the
Company s de facto controller Sinopec Group on 23 August 2016, the Company obtained construction installation,
engineering design, petrochemical industry insurance and financial services from Sinopec Group and its associates.

The abovementioned transactions under the Mutual Product Supply and Sales Services Framework Agreement and the
Comprehensive Services Framework Agreement constituted continuing connected transactions under Chapter 14A of
the Hong Kong Listing Rules and constituted day-to-day connected transactions under the Shanghai Listing Rules.
The Company has disclosed the two agreements and the respective continuing connected transactions under the
agreements in the announcement dated 23 August 2016 and the circular dated 2 September 2016. These two
agreements and the respective continuing connected transactions under the agreements, together with the associated
annual caps from 2017 to 2019, were considered and approved at the first extraordinary general meeting of 2016 held
on 18 October 2016.

During the Reporting Period, the relevant continuing connected transactions were conducted in accordance with the
terms of the Mutual Product Supply and Sales Services Framework Agreement and the Comprehensive Services
Framework Agreement. The transaction amounts of the respective continuing connected transactions did not exceed
the caps of the respective continuing connected transactions approved at the first extraordinary general meeting of
2016.
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The table below sets out the amounts of the continuing connected transactions of the Company with Sinopec Corp.
and Sinopec Group during the Reporting Period:

Type of connected transactions
Mutual Product Supply and
Sales Services Framework

Agreement
Purchases of raw materials

Sales of petroleum and
petrochemical products
Property leasing

Agency sales of petrochemical

products
Comprehensive Services
Framework Agreement

Construction installation and

engineering design services
Petrochemical industry
insurance services
Financial services

Connected parties

Sinopec Group,
Sinopec Corp. and
their associates
Sinopec Corp. and
its associates
Sinopec Corp. and
its associates
Sinopec Corp. and
its associates

Sinopec Group and
its associates
Sinopec Group and
its associates
Sinopec Group and
its associates

Annual
cap for
2017

63,257,000
82,507,000
36,000

195,000

1,788,000
140,000

200,000

Unit: RMB 000
Percentage of

Transaction the transaction amount

amount during

the
Reporting
Period

18,570,990
21,483,561
13,878

50,595

53,476
63,387

0

of the same
type of
transaction
(%)

56.55%
49.84%
60.44%

100%

13.42%

97.32%

On 5 December 2016, the Company entered into an asset leasing agreement (the Lease Agreement ) with Baishawan
branch of Sinopec Petroleum Reserve Company Limited ( Baishawan Branch ), a wholly-owned subsidiary of the
Company s de facto controller Sinopec Group. Pursuant to the Lease Agreement, the Company rents the oil tanks and
ancillary facilities from Baishawan Branch at an annual rent up to RMB53,960,000 (exclusive of VAT), with the
leasing period from 1 January 2016 to 31 December 2018. The Lease Agreement was considered and approved at the
16th meeting of the Eighth Session of the Board on 24 November 2016. Related announcements were published on
the websites of the Shanghai Stock Exchange, the Hong Kong Stock Exchange and the Company, as well as on
Shanghai Securities News, China Securities Journal and Securities Times on 25 November 2016. During the
Reporting Period, the Company incurred leasing cost of RMB26,980,000.
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On 27 April 2017, the Company considered and approved the Resolution on waiver of the pre-emptive rights in the
assigned equity interests in a joint venture company, a connected transaction under the Shanghai Listing Rules at the
19th meeting of the Eighth Session of the Board to give up its pre-emptive rights in acquiring the 50% equity interests
in Shanghai SECCO held by BP Chemical East China Investment Company Limited ( BP East China ). Sinopec Corp.
intended to acquire the above equity interests through its subsidiary, Sinopec Shanghai Gaogiao Petrochemical Co.,

Ltd ( Sinopec Shanghai Gaogiao ). Shanghai SECCO is a joint venture company of the Company, Sinopec Corp. and
BP East China. Sinopec Corp. is a connected party of the Company. The Company s waiver of its pre-emptive rights to
acquire the equity interests in the co-invested company with the connected party constituted a connected transaction
under the Shanghai Listing Rules. The transaction did not constitute a connected transaction under the Hong Kong
Listing Rules. On 15 June 2017, the Company considered and passed the above connected transaction at its 2016
annual general meeting. Related announcements were published on the websites of the Shanghai Stock Exchange, the
Hong Kong Stock Exchange and the Company, as well as on Shanghai Securities News, China Securities Journal and
Securities Times on 28 April 2017 and 16 June 2017, respectively.

2. Credits and Liabilities with Connected Parties

Unit: RMB 000

Funds provided to Funds provided by connected
connected parties parties to the listed company
Amount Amount
Connected Opening  of Closing Opening of Closing
Connected party relationship balancetransaction balance balance transaction balance
Sinopec Corp. and its Controlling
subsidiaries, joint venture shareholder, de facto
companies and associates & controller and its
Sinopec Group and its connected parties
subsidiaries 179 0 179 71,924 21,020 50,904

Note 1: The period-end balance of the funds provided by the Group to the connected parties was mainly unsettled
receivables arising from the provision of services and pipeline leases to Sinopec Corp., its subsidiaries and associates.

Note 2: The period-end balance of the funds provided by the connected parties to the Group was mainly unsettled
payables arising from the services regarding construction installation and engineering design provided by Sinopec
Group and its subsidiaries.

The prices of the continuing connected transactions conducted by the Company with Sinopec Group, Sinopec Corp.
and their associates were determined, upon negotiations among the parties, on the basis of (i) State regulated prices,
(i1) State guidance prices; or (iii) market prices. Such connected transactions were entered into in line with the
Company s production and operational needs. Accordingly, the aforementioned continuing connected transactions did
not have a significant adverse impact on the Company s independence.
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(10) Material Contracts and their Performance

1.  Entrustments, Sub-contracts and Lease Arrangements
During the Reporting Period, the Company had no entrustments, sub-contracts or lease arrangements that generated
10% or more of the gross profit of the Company for the period.

2.  Guarantees
There were no guarantees provided by the Company during the Reporting Period.

3.  Other Major Contracts
There were no other major contracts of the Company during the Reporting Period.

(11) Environmental Protection Situation of Key Pollutant-discharging Companies and their Subsidiaries as
Announced by the Ministry of Environmental Protection

The Company is one of the contaminating enterprises under Intensive Monitoring and Control by the State proclaimed

by the Ministry of Environmental Protection. According to Measures for Self-Monitoring and Information Disclosure

by the Enterprises subject to Intensive Monitoring and Control of the State (Trial Implementation) (

has disclosed to the public on the website of the Shanghai Environmental Protection Bureau the sites of the source of

pollution, pollutant types and concentration of pollution which are subject to intensive monitoring and control of the

State.

The Company, as a manufacturing enterprise in the petrochemical industry, consistently places environmental
protection as its top priority. The Company continues to participate in ISO14001 Environmental Management System
Certification. In January 2013, the Company received certifications from the Shanghai Audit Center of Quality
regarding quality (GB/T 19001: 2008), environment (GB/T 24001: 2004) and occupational health and safety
(GB/T28001: 2011). On 26 October 2016, the continued use of the title All-China Environmentally Friendly
Enterprise ( &#21451; &#12301;) was approved.

In 2017, the Company practiced development concepts of Innovation, Coordination, Green, Openness and Sharing
persisted in green development and low-carbon strategy, adapted itself to the new norm of environment protection,
continuously promoted the comprehensive environmental remediation in Jinshan District, carried on the sixth round of
environmental protection three-year action and volatile organic compounds ( VOCs ) special treatment, implemented
various measures to reduce emissions in order to realize economic, environmental and social effectiveness and achieve
a multi-win situation. Besides, the Company standardized the management of environmental protection of the Three
Simultaneous Activities for construction projects to keep on improving environmental protection capability.
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In the first half of 2017, the Company actively organized and implemented environmental protection and
improvement projects, accelerated the construction of the Refining sulfur unit exhaust and Improvement of
low-nitrogen burners for the heating furnace projects. In the first half of 2017, the emissions of sulfur dioxide and
nitrogen oxides decreased by 31.24% and 18.24% year-on-year, respectively. At the same time, the compliance rate
on both waste water and waste gas emissions were 100%, and all hazardous wastes were disposed of properly with a
rate of 100%. The Company continually implements LDAR (Leak Detection and Repair) work and emission reduction
of VOC:s, to ensure the attainment of the emission reduction targets issued by the Municipal Environmental Protection
Bureau. In the first half of 2017, a total of 736,069 sealing points were inspected, a total of 1,417 leakage points were
detected, and a total of 1,289 leakage points were repaired. The repair rate was 90.97%.

In the first half of 2017, the Company paid a total of pollution discharge fees of RMBS50,712,600 to the Shanghai
Environmental Protection Bureau.

In the first half of 2017, the Company had 8 incidents of environmental administrative punishment, involving a total
fine of RMB&80,000. The main reasons for the punishment were: ineffective control on stable operations and
continuous compliance of environmental management facilities, insufficient attention to the hazardous waste site
management, insufficient control on the on-site emissions of production plants, and poor implementation of regular
inspection and timely repairment in LDAR work.

(12) Corporate Governance

The Company acted in strict compliance with regulatory legislations such as the Company Law, the Securities Law,
the Corporate Governance Principles for Listed Companies and the Guidelines for Establishing the Independent
Directors System for Listed Companies issued by the CSRC, as well as the relevant requirements of the Shanghai
Stock Exchange, the Hong Kong Stock Exchange and the New York Stock Exchange to push forward the innovation
of the Company s system and management, to improve the corporate governance structure, and to strengthen the
establishment of the Company s system in order to enhance the overall image of the Company.

(13) Event after the Reporting Period

At the third meeting of the Ninth Session of the Board of the Company held on 23 August 2017, Resolution in respect
of adjustment to the participants list and the number of share options of the A Shares Share Option Incentive Scheme
of Sinopec Shanghai , Resolution in respect of adjustment to the exercise price of share options initially granted under
the A Shares Share Option Incentive Scheme of Sinopec Shanghai and Resolution in respect of determination of the
exercise date and fulfillment of exercise conditions for the first exercisable period of share options initially granted
under the A Shares Share Option Incentive Scheme of Sinopec Shanghai were considered and passed. A total of
2,410,000 A shares share options held by 15 participants shall lapse due to their resignation and other reasons. A total
of 2,733,000 A shares share options held by 27 participants shall lapse after adjustment due to job transfer and other
reasons. A total of 5,143,000 A shares share options shall lapse after adjustment. The total number of outstanding A
shares share options after adjustment is 33,617,000. For the first exercisable period, a total of 14,212,500 A shares
share options granted is exercisable.
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CHANGE IN SHARE CAPITAL OF ORDINARY SHARES AND SHAREHOLDERS

(1) Change in Share Capital of Ordinary Shares during the Reporting Period

1. Change in share capital of ordinary shares during the Reporting Period
There were no changes in the total number of shares and the share capital structure of the Company during the
Reporting Period.

(2) Issue of Securities

1. Issue of Securities during the Reporting Period
During the Reporting Period, the Company did not issue any securities.

2. Change in the Company s Total Number of Ordinary Shares, Shareholding Structure and the Company s
Assets and Liabilities
There were no changes in the Company s total number of shares, shareholding structure and the Company s assets and
liabilities as a result of bonus issues or share placements during the Reporting Period.

3.  Employees Shares
The Company had no employees shares as at the end of the Reporting Period.

(3) Shareholders

1. Total Number of Shareholders

Number of shareholders of ordinary shares as at the end of the
Reporting Period 107,178
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Shareholding of the top ten shareholders

e of shareholders (Full name)

a Petroleum & Chemical Corporation

CC (Nominees) Limited

a Securities Finance Corporation Limited
ral Huij