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Section | Important Notes, Contents and Interpretation

The Board of Directors, Supervisory Committee, directors, supervisors and
senior management ofHengyi Petrochemical Co., Ltd.(hereinafter referred to as
the "Company") hereby guarantee that the information presented in this
Annual Report 2019 (hereinafter referred to asthe "Report") is authentic,
accurate and completeand free of any false recordsmisleading statements or
material omissions, and they will bear joint and several liability 6r such
information. The Report has been deliberated and passed at the "3éneeting of
the 10" Board of Directors of the Company.All directors attended the meeting
of the Board of Directors for deliberation of this annual report.

The financial report of the Report has been audited byZhongxinghua
Certified Public Accountants LLP (special general partnership) which has issued
a standard unqualified audit report.

Qiu Yibo, the person in charge of theCompany, Mao Ying, the person in
charge of accounting work, and Wu Zhen, the person in charge of the
accounting department (Accounting Officer), declare: This is to guarantee the
authenticity, accuracy and integrity ofthe financial report in the Annual Report.

The profit distribution proposal approved by the Board of Directors is: It is
planned to distribute RMB 1,136,690,189.60 cash dividends (tamxclusive) in

2019, accounting for 35.51% of retained profits belonging to parent company's
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shareholders in he 2019 consolidated statemestof the Company. Taking
2,841,725,474haresas the basis,RMB 4 (tax included) of cash dividend and O
bonus sharefor every 10 shares will be distributed to all shareholderstransfer
to increase 3 shares per 10 shares to all shareholders by capital reserve. If
additional issue, repurchase of shares or convertible bonds converted into
capital stocks of the Company before the registration date of dividengaying
equities causedhe change in total share capital on the registration date of the
dividend-paying equities, the Company intends to keep the distribution (increase
by transferring) proportion unchanged and adjust the corresponding total share
capital. The 2019 annual proft distribution plan shall be also submitted to the
2019 annualGeneral ShareholdersM eeting for deliberation and approval.
Forward-looking statements (such as future plan, development strategy,
industry discussion and prospect) involved in the Report dob'constitute the
Company's substantive commitment to its investors and the investors shall pay
attention to the investment risks. The Report describes main risks faced by the
Company now and solutions in details and the investors shall view related

contentin "Section IV".
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Definitions
ltem Refersto Definitions
Hengyi Petrochemical Co., Lt
Refers tgHengyi Petrochemical Co., Ltd.

compang the Company

exchange

Refers to

Shenzhen Stock Exchange

Hengyi Group

Refers to

Zhejiang Hengyi Group Co., Ltd.

HengyiPetrochemical Co., Ltd

Refers to

Zhejiang Hengyi Petrochemical Co., Ltd.

Hengyi Brunei

Refers to

Hengyi Industries Sdn Bhd

Zhejiang Yisheng

Refers to

Zhejiang Yisheng Petrochemical Co., Ltd.

Yisheng Dahua

Refers to

YishengDahua Petrochemical Co., Ltd.

Hainan Yisheng

Refers to

Hainan Yisheng Petrochemical Co., Ltd.

Hengyi Polymer

Refers to

Zhejiang Hengyi Polymer Co., Ltd.

Hengyi High Tech

Refers to

Zhejiang Hengyi HighTech Materials Co., Ltd.

Haining New Materials

Refers to

Haining Hengyi New Materials Co., Ltd.

Taicang Yifeng

Refers to

Taicang Yifeng Chemical Fiber Co., Ltd.

Jiaxing Yipeng

Refers to

Jiaxing Yipeng Chemical Fiber Co., Ltd.

Shuangtu New Materials

Refers to

ZhejiangShuangtu New Materials Co., Ltd

Hangzhou Yichen

Refers to

Hangzhou Yichen Chemical Fiber Co., Ltd.

Shaoxing Hengming

Refers to

Shaoxing Kegiao Hengming Chemical Fiber Co., 1

Sugian Yida

Refers to

Sugian Yida Niew Materials Co., Ltd.

Ningbo Hengyi Trading

Refers to

Ningbo Hengyi Trading Co., Ltd.

Hangzhou Yijing

Refers to

Hangzhou Yijing Chemical Fiber Co., Ltd.

Hengyi Caprolactam

Refers to

Zhejiang Baling Hengyi Caprolactam Co., Ltd.

Yisheng New Materials

Refers to

Zhejiang Yisheng New Materials Co., Ltd.

China Zheshang Bank

Refers to

China Zheshang Bank Co., Ltd.

Yisheng Investment

Refers to

Dalian Yisheng Investment Co., Ltd.
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Item

Referisto

Definitions

Hong Kong Tianyi

Refers to

Hong Kong Tianyi International Holding Co., Ltd.

Hengyi Investment

Refers to

Hangzhou Hengyi Investment Co., Ltd.

Hengyi Polyamide

Refers to

Zhejiang Hengyi Polyamide Co., Ltd.

Fulida Group

Refers to

Fulida Group Holding Co., Ltd.

Xinghui Chemical Fiber

Refers to

XinghuiChemical Fiber Group Co., Ltd.

Hengyi (Brunei) PMH o Petrochemical project invested by the Companyj
Refers tg

Petrochemical Project constructed in Brunei

Paraxylene (colorless clear liquid) used for produg
PX Refers tg

of plastic, polyestefiber and film
PTA Refers tgPure terephthalic acid

Ethylene glycol, mainly used for production

polyester fiber, antfreezing agent, unsaturaf
MEG Refers tqg

polyester resin, lubricant, plasticizer, r@mic

surfactant and explosive

Polyethylene  glycol terephthalatiber-forming

polymer by direct esterification continug
PET and polyester Refers tq

polycondensation with PTA and MEG as |

materials

POY (full name: PREDRIENTED YARN of
POY Refers tg

PARTIALLY ORIENTED YARN)

Fully drawn yarn, also called as polyester drawn
FDY Refers tg

(full name: FULLY DRAWN YARN)

Draw-textured yarn, also called as draw texturing
DTY Refers tg

(full name: DRAW TEXTURED YARN)
CPL Refers tgCaprolactam

Variety innovated in terms of technology
and differentiated yarn Refers tgperformance or having a certain characteristic w

is different from conventional yarn
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ltem Refeisto Definitions

RMB and RMB10,000 Refers tgRMB yuan and RMBL0,000

Reporting period/within the
reporting period/this reporting | Refers tgfrom Jan. 1, 2019 to Dec. 31, 2019

period

Ending of the reporting
period/ending of this reporting | Refers tgAs of Dec. 31, 2019

period
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Section |l

I. Company Information

Company Profile and Main Financial Indicators

Stock abbreviation

Hengyi Petrochemical Stock cod¢000703

Name of shares after changes (if any)

N/A

Stock Exchange

Shenzhen Stock Exchange

Companyname in Chinese

M E*

Companyabbreviation in Chinese

Company Name in Foreign Langua@eany)

HENGYI PETROCHEMICAL CO., LTD.

Foreign abbreviation ahe Companyif any)

HYPC

Legal Representative

Qiu Yibo

Registered address

No. G, i Floor Haifu Mansion, No. 16 Beih

Avenue West Beihai City, Guangxi Zhuatf

Autonomous RegiarChina

Post code oRegisterecAddress

536000

Office address

Building 3, Hengyi Nan'an Mingzhu, No. 2f
Shixin North Road, Xiaoshabistrict, Hangzho

City, Zhejiang Province

PostalCode ofOffice Address

311215

Website

http ://www. hengyishihua.com

E-mail

hysh@ hengyi.com

Il. Contact Person and Contact Information

Secretary of the Board

Representative of Securities Affairg

Name

Zheng Xingang

Deng Xiaolong and Chen Shasha
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Board Office, 24' Floor, Building 3, | Board Office, 24 Floor, Building 3,
Contact Nan'an Mingzhu, No. 260, Shixin NorfNan'anMingzhu, No. 260, Shixin Norf
Address Road, Xiaoshan District, Hangzhou Ci Road, Xiaoshan District, Hangzho
Zhejiang Province City, Zhejiang Province
Tel. (0571)83871991 (0571)83871991
Fax (0571)83871992 (0571)83871992
E- mail hysh@ hengyi.com hysh@ hengyi.com

I1l. Information Disclosure and Locations

China Securities JournaBSecurities Time
The Media Selected by the Company for DisclosyShanghai Securities Newand Securities
Daily

Website Designated by CSRC for Publishing Ann
CNINFO (http://www.cninfo.com.cn)
Report

_ Board Office of Hengyi Petrochemical Cg
Location forAnnualReport of theCompany

Ltd.
IV. Registration Change
Organization code 9145050019822966X4
Changes in Main Busine&snce Listing {f any) No change
Change of Controlling Shareholdersgny) No change

V. Other RelatedInformation

Accounting firm Hired by the Company

ZhongxinghueCertified Public Accountant
Name of the accounting firm
LLP (special general partnership)

15th Floor, East Tower, No. 1, Fuwai Strg
Office address ahe AccountingFirm
Xicheng District, Beijing

Name ofCertified Public Accountant Liu Hongyue and Wang Guohai

The sponsor institution hired by the Companyto pe rform the continuous supervision in the
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reporting period
I App | i Noadppliebled
The financial adviser hired bythe Companyto perform the continuous supervision in the

reporting period

Name of Name of sponsaiof Continuous

Office address of Financidldviser
FinancialAdviser

FinancialAdviser supervision period

Jan. 2020 Dec.
2020

CITIC Securities No. 48 Liangmaqiao Road, Mao Zongxuan and

Co., Ltd. Chaoyang District, Beijing City Jiang Wenhua

V1. Key Accounting Data and Financiallndicators

Whetherthe Companyeeds to retroactively adjuséntor restatenent ofaccounting datan prior

years or not

~

4 Yes I No
Retrospective adjustment or reason restatement

Business merger under the same control

Increase/Dg
crease
Compared

with thg
In 2018 In 2017
Same
In 2019
Period o
the Previou

Year

After

Before adjustmer| After adjustment Before adjustmer] After adjustment

adjustment

Operatingncome

79,620,543,631.7184,947,688,333.488,065,815,535.9 -9.59% [65,959,511,485.166,733,242,136.4

(RMB)

Net profit attributab

to the shareholders

the listed comparn

(RMB)

3,201,348,425.3;

1,962,052,783.5]

1,872,494,729.34

70.97%

1,684,556,358.8

1,685,306,459.4

Net profit attributab

2,725,438,479.5

1,536,880,249.1]

1,536,880,249.1]

77.34%

1,588,002,050.6

1,588,002,050.6

10
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to shareholders dhe
listed company aft
deducting

nonrecurring profitg

andlosses(RMB)
Net cash floy
generated o
-112,081,728.14 1,674,591,241.5] 1,607,078,608.2] -106.97% | 2,379,505,467.0{ 1,862,399,374.8
operatonal activitieg
(RMB)
Basic earnings p
1.13 0.80 0.76 48.68% 0.69 0.69
share (RMB/share)
Diluted earnings p
1.13 0.79 0.76 48.68% 0.69 0.69
share (RMB/share)
Weighted averag
14.73% 13.41% 12.29% 2.44% 14.56% 14.56%
ROE
Increase/D¢
creasatthe
End ofthe
Current
Year
End of 2018 End of 2017
Compared
End of 2019
with the
Endof the
Previous
year
After
Before adjustmer| After adjustment Before adjustmer] After adjustment
adjustment
Total assets (RMB)85,230,757,616.159,624,677,810.461,834,734,496.4 37.84% (35,803,733,495.136,951,119,599.]

Net assets
attributable to

shareholders of listg

company (RMB)

23,253,008,414.(

17,801,881,185.1

18,363,073,231.9

26.63%

13,774,198,891.4

13,774,948,992 .4

Prompt:

1. The Company's operating income decreases by 9.59% mainly because the Cohgragy'sBrunei)
PMB Petrochemical Projeaoes intofull operation, the polyester capacity increases as well as the Company's

trade volume and PTA export quantity decrease synchronously in the reporting period, of which the PTA sales

11
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revenue decreases by RMB 4.918 bilion (yemtyear decrease: 29.99%) and tinede income decreases by
RMB 14.118 billion (yeaonyear decrease: 33.90%). See "SectionOlcussion and Analysis on Business
Circumstanceéfor details.

2. Because the Companyengyi (Brunei) PMB Petrochemical Projegent into operation at the end of
2019, the daily production expenditure increased, the product distribution was subject to L/C settlement and the
L/C not expiring was included into receivables, the Company's receivables increased by RMB 4.5 billiog, caus
the net cash flow from the Company's operating activities decreased in comparison to that of previous years. See

"Section IVDiscussion and Analysis on Business Circumstafaredetails.
VII. Differences in Accounting Data under Domestic and ForeigAccounting Standards

1. Differences of net profits and net assets in the financial repo# disclosed accorihg to the

international accounting standards and Chinese accounting standards

There is no difference between net profits and net assets in timeidiheeport disclosed in
accordance with international accounting standards and the Chinese accounting standards in the

reporting period of the Company.

2. Differences betweenthe net profits and net assets in the financial report disclosed accoin

to the overseas accounting standards and the Chinese accounting standards

There is no difference betweelne net profits and net assets in the financial report disclosed
accordng to the overseas accounting standards and the Chinese accounting standahds in t

reporting period of the Company.

VIIl. Key Indicators by Quarter

Unit: RMB
Q1 Q2 Q3 Q4
Operating income 22,025,886,192.419,703,610,932.420,475,258,083.417,415,788,423.4

Net profit attributable to th
443,760,028.67| 833,036,924.31| 936,829,830.81 987,721,641.54
shareholders of the listed compa

Net profit attributable  t
411,237,818.85 660,648,535.98| 828,995,924.19 824,556,200.49
shareholders of listed compz

12
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after  deducting  nomecurring

profits and losses

Net cash flows from operati

activities

-106,149,164.21

920,017,062.

49

1,275,079,391.6

-2,201,029,018.1

Whether there are significant differences between above financial indexes and their total

value and relevant financial indexes int
semirannual bulletin
I Yes

a No

he

IX. Non-recurring Profit and Loss Items and Their Amounts

Unit:

C o meeenlgdbogsarterly reports and

RMB

Item

Amountin

2019

Amountin

2018

Amountin 2017

Desc

iption

Profits and lossesfrom disposal of nofturrent asse
(including the write-off for the accrued impairment

assed)

-1,811,565.5]

2,249,652.18

-336,648.60

Tax refund and exemption with unauthorized appri

or without the formal approval document

5,957,948.27

7,979,386.68

5,466,237.13

Government subsidies included in the current pi
and losses (closely related to enterprise bus
except government subsidies enjoyed in fixed am

or quantity according to uniform national standard)

420,716,519.7

102,224,764.7

26,619,457.38

Net gains and losses of the subsidiaries under the
control and arising from the business merger sincg

beginning of the period to the merger date

47,338,830.44

161,261,977.5

124,828,260.74

Profits and losses arising from contingent matters

related to the normal operation of the Company

-2,173,136.66

-118,450.84

0.00

Except for the effective hedging related to the no

business of the Company, the profits and losses

301,297,013.3

187,235,582.9

-157,319,455.0¢

13
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Item

Amountin

2019

Amountin

2018

Amountin 2017

Desc

iption

fair value changes arising from the holding of tra
financial assets, derivative financial assets, trg
financial liabilities, and derivative financial liabilitie
and investment income from the disposal of tra
financial assets, derivative fingial assets, tradif
financial liabilities, derivative financial liabilities al

other creditor's investments

Profits and losses obtained from external entruste

loans

29,136,336.4¢

36,538,791.6¢

28,072,26582

Trustee fee income from entrusted operations

1,698,114.17

4,622,641.50

2,594,339.62

Other noroperating incomes and expenses in add

to the above items

-14,994,635.2

4,640,725.70

-99,662.05

Other items of profits and losses complying with th

definition of norrecurring profits and losses

-2,065,748.97

5,731,998.98

224,828.37

Less Impactof income tax

139,947,035.3

137,414,288.0

-30,647,165.76

Impactof minority equity (aftertax)

169,242,694.9

39,338,302.8]

-36,607,619.69

Total

475,909,945.8

335,614,480.1

97,304,408.84

For the non-recurring profit and loss items defined by the Company basedn the definitions
in Explanatory Announcement No. 1 on Information Disclosufer Companies Offering their
Securities to the Publie Non-recurring Profits and Lossesand the non-recurring profit and
lossitems listed inExplanatory Announcement No. 1 on Information Disclosure for Companies
Offering their Securities to the Public Non-recurring Profits and Lossesdefined by the
Company as recurring profit and loss, the reasonshould be specified

In the Companys reporting period, there are no items defined as recurring profit and loss,
which are defined and listed as Amturrng profit and loss items iBxplanatory Announcement
No. 1 on Information Disclosure for Companies Offering their Securities to the Public

Nonrecurring Profits and Losses

14
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Section lll Corporate Business Overview

I. The Main Business of the Company during the Reporting Period

Whether the Company needs to comply with disclosure require meagpetific industry
No
() Overview of main business

Hengyi Petrochemical Co., Ltdstock code: 000703aims at developing into onef the
advancedC hineseand leading internationalpetrochemical industry groups, now has forntbd
petrochemical industry chain core busimssdriven by'polyester+ polyamide" duathees, with
petrochemical finangdrade and logistics as growing busissanddifferentiated fiber products and
application of industrial intelligence technoleg as emerging busingssand thus gradually
improvesand enhanceshe multi-level and threalimensional industry core competitiveness of
"petrochemical +".

1. Ovenview of petroche mical and chemical fiber business

(1) One ofthe world leading "refining + chemical fiber* enterprises

With Hengyi (Brune) PMB Petrochemical Projegoing into full operation, the Company's
unique industrial layoubf "crude oil and polyeste& polyamide™has beergradually improved,
reflectingadvantagedike production expansion and quality improvement of the polyester industry,
comprehensive exploitatioand transformation of the PTA industry as well as dpleration of the
refining industry thus makingits industry chainfurther integrated with a more balancaad
internationaiked business modeCurrently, as one of the world's leading enterprisewith an
integratedrefining and chemical fiber industry chain, tl@mpanyconcentrates orts main
business and continuously increasmvestment in productR&D and industrial intelligence
technologes, ranking among the begif the industryin terms ofcomprehensive competitive
advantagefor many years.

Within the reprting period,t he C o nppoduat yadietyhas beergradually enriched and

product mix furtherimproved which has consolidatd the core competitiveness of the main

15
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businesss improved the profitability of industry chain products and enhahdts ability to
withstand market risks. The main products of the Company include petroleum products such as
gasoline, diesel oil, kerosgnetc. and petrochemicaléke paraxylene (PX), benzene, purified
terephthalic acid (PTA) and caprolactam (CPL) and chelnfilcer productdike PREORIENTED

YARN (PQOY), fully drawn yarn (FDY), draviextured yarn (DTY), polyester staple fiber, polyester
(PET) chip and polyester bottle chip.

Up to the disclosure date of the Report, the design cruderodessingcapacity of he
Companyhasreache 8 million tons/year anéccording to disclosure Gt proposed to enhance the
crude oil processing capaclyy anothel4 million tons/year; The holding P Tgroduction capacity
has reacled 13.5 million tons/year angroposed to inci@se by anothe6 million tons/year;
Caprolactam (CPL)roduction capacity haseacled to 400 kiyear; Polyester fiberproduction
capacity haseacled 6.35 million tons/yeawith a productiorcapacityof 5.47 million tons/yeafor
the polyester filament yar (including POY/FDY/DTY/chip) andoroposed to increase ky.35
million tons/year; The polyester bottle chgpoduction capacity hagaclked 1.5 million tons/year
andproposed to increase BP0 ktyear. The scale of production capaatiyks among the beef
the industry.

Within the reporting periodguided by"green manufacturing" and "circular economitie
Company continuously increases investment in pro&&dD, increases the share differentiated
polyester fiber productsand notaby improves functional high valueadded products thus
significantly enhance industrialization efficiency.Currently, it has formedhree differentiated
product matrix featuring green and environment&iiendly producs, complex fiber produstand
functional product Products likeYitaikang”, Yizhu yarn, Yilong yarn, Yicai yarn, Yihui yarn,
cationic chip and fiber, flame retardant chip and fiber, SPH composite elastic fibre, CEY composite
filament, T3 composite filament and ECDP hdex=n developed in full swindifferent serieof
fire resistant fibre such as flame retardant black yarn, flame retardant full extinction and flame
retardant catidiave beemleveloped on the basis of theginal fire resistant fibrgproductsandthe
differentiated modified produstof Yixuan serieshas beerdevelopedbased on ECDRnd well
applauded byhe marketMeanwhile,the Companys marketing®PTT, T400 and regenerated fiber.
Up to the disclosure date of the Report, the Company has becoradéstenterprisein online
additiors of melt directly spinning anthe largesimanufacturer of melt directly spinning polyester

16
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polyamide compostite fibers as welltie main supplier of naturdike chemical fiber raw materials

like sunday angora yarn and cottbke materias in China.

Table 1Production Capacity of the Main Products of the Company (0,000 tons/year)

Product Productivity
Chemicals 265
Refined ol 565

PTA 1,350
Polyester fiber 635
Polyester bottle chip 150
Caprolactam 40

Notes: Polyester fiber produatever POY, FDY, DTY, short fiber and chip prodaict

(2) Productsproduced by the Company are raw materials ofall basic necessitiefor daily
life with rigid de mand

The end products of the Company mainly include petroleum prodigetgasoline, diesel,
keroseng etc. and polyester products such as polyester filament yarn, polyester staple fiber and
bottle chip, of whichthe petroleum products including gasoline, dieaatl kerosengetc. will be
used agnergysupplyfor relevantequipment; The polyester filament yarns cover prodilesPOY,
FDY and DTY which areapplied toshell fabrics and linings such as clothing, home textiles and
decoration as well a® industrial purposes including braid, zipper, tent, automotive trimesand
thread of mask. The Company's FDY prodwezn be used as isolation matesiad protection sug
to meet the increadedemand oprotective equipment raw matesdly downstream customers. The
polyester staple fiber can be widely used spinning, noawoven and filling. The spunlace
nonwoven fabriccan also beaised as isolated layer of masknd downstream disinfecting wipe
Now, the demandor spunlace nofwoven fabric increasesontinuously The bottle chip is mainly

used for food packaging (incluy coke bottle, beverage bottle, water bottle and oil bottle).

17
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Figure 1 Layout of the Petroche mical Che mical Fiber Industry Chain Where the Company Is

— Refining integration
e
Qil refining
Propylene Ethylene —
Polypropyle Ethylene
Petrochemical e Polyethylene glycol
e Polyamide Polyamide
Chemical fiber industry chain industry chain
- -
I (ndicate the domestic business
- Indicate the Brunei business
S) |:| Indicate the future business

Notes: The polyamide chip is the product operatethbgontrolling shareholdeHengyi Group

(3) Characteristics andmanppeductc ati on of t he

Table 2 Characteristics and Applicationo f t h e €Mampmdugtd

Main Product o
products display Application
One hydrocarbon, colorless clear liquid and extensive use,
PX raw material for producing the purified terephthalic acid (P
and also used for synthetic plastics, drug and pesticide
Mainly used as fuel of various fuel oil power plantgl aupply of
Refined heat. Used as A fuel of automobiles, motorcycles, speedkt
oil helicopters, agricultures and forestry aircrafts, vehicles with d
engines (including trains), vessels and diesel boilers
Mainly used for producing polyester producisdely used for all
the aspects of national economies (such as clothing, decor
PTA electronics and architecturej5% used for polyester fiber, 20!

used for bottle polyester and 5% used for film polyester (me

for civil use in the downstream)

18
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Table 2 Characteristics and Applicationo f t h e €Mampmodugtd

Main Product
_ Application
products display
Used for reprocessing and production of D’
POY and fiber products with special styles a
widely used for clothing and industry
Directly used for weaving as well ¢
production of clothing and upholstery fabri
FDY Widely used for clothing and industry ai
also used as isolation material (includi
protection suit)
Directly used for weaving and widely ust
DTY for clothing and mdustry, garment materia
and lining
Mainly used to produce polyamide fabri
CPL engineering plastics and plastic film as w
as widely used for industry and civilian field
Widely used for spinning, nonwoven ai
Polyester filling. The norwoven fabrics can be used
staple raw material of producing the mask as well
fiber also used for downstream disinfecting wig
and disposable protective equipment
Widely used for indirect spinning as well .
PET chip producing textile raw materials (such
filament yarn and short fiber) and plastics
Polyester Mainly used for food packaging (includin
bottle chip o coke bottle, beverage bottle, water bottle ¢

oil bottle)

2. Overview of "petroche mical +" business
(1) The "petroche mical + finance" business provides sustained profit for the Company

The Company's financial assets mainly refer to equities of China Zheshang Bank
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("CZBank"). Up to the disclosure date of the Report, the Company holds 748,069,283 stocks
of CZBank (shareholding ratio: 3.52%). The Company's controlling shareholde+Hengyi
Group holds 494,655,630 stocks of CZBank, accounting for 2.33% of total stocks@ZBank.

CZBank was established formally in 2004, is one of 12 nationalgtortk commercial banks
approved by China Banking and Insurance Regulatory Commission, had been listed in the main
board market of The Stock Exchange of Hong Kong Ltd. on Mar.28@6 and got listed at
Shanghai Stock Exchange on Nov. 26, 2019 and then became an "A+H" listed bank. Now, CZBank
develops into a higklass commercial bank with a solid foundation, good benefits, fast growth and
perfect risk control. With the completioof "A+H" layout of CZBank, its future growth and
development will be accelerated. The Company further optimizes its strategic layout and
continuously creates value for shareholders by growth premium of CZBank.

According to Annual Report 2019 issued by G4, CZBank realized the retained profits of
RMB 12.925 billion belonging to shareholders in 2019, increasing by 12.48% in comparison to last
year which was the highest annual performance growth rate of the past three years. The operation
income is RMB 4@&64 billion, increasing by 19.06% in comparison to last year; Up to the end of
Dec. 2019, the total assets of CZBank reached to RMB 1,800.786 billion, increasing by 9.36% in
comparison to last year; CZBank makes a new breakthrough on the road eduhiih
development whose competitive strength is continuously improved.

(2) The "petrochemical + trade" business is in favor of improving product bargaining
power

With integration of the Company's industry chain and continuous perfection of balanced
developnent, the management requirement against intermediate goods (such as oil raw materials,
PX, PTAand CPL) and downstream products (including polyester fiber and polyester bottle chip) is
continuously increasedhe Company shall effectively manage the ineeyiand lower the risk of
industry chain price fluctuation at the same time. The Company expands thegg&utal markets at
home and abroad based on refirirdnemical fiber production base and advantage, energetically
explores the flexible personalizedstomization for production and favorable complementation of
raw material procurement and product sale on the basis of traditional spread trade, improves
product bargaining power with many trading toald actively gives full play to superiority of
industy chain integration to lock the product difference in price and lower the product price
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fluctuation risk and the cost of production and operation of the Company.

(3) The "petrochemical + logistics” business provides excellent supporting valuedded
services for main businesses of the Company

Up to the disclosure date of the Report, the Company's logistics business provides full
distribution of raw materials and products based on main business and trade business and realizes
online and offline effectivdusion in the premise of Hengyi Wat mall and marketing supply
chain system as the core online and logistics business as support offline because the stock right
acquisiton of Dongzhan Shipping Co., Ltd. is completed. With Hengyi (Brunei) PMB
Petroclemical Projectfully operating, the Company actively carries out the supporting shipping
business of theHengyi (Brunei) PMB Petrochemical Projettd lower the logistics cost and

accelerate the implementation of the Company's "petrochemical + logisticstin layout.

Il. Material Changes to Major Assets

1. Major changes in main assets

Major Assets Explanatiorof Material Changes

_ Mainly refer to capital increase for the joint stock company and recog
EquityAssets
of profit and loss on investments under the equity method

Mainly refer to theHengyi (Brunei) PMB Petrochemical Projegding intd
Fixed Assets

operation within the reportinggpiod

_ Mainly refer to the increase in intangible assets of the subsitiangy
IntangibleAssets

Brunei within the reporting period

Projects under |[Mainly refer to theHengyi (Brunei) PMB Petrochemical Projegting intg

Construction  |operation within the reporting period

2.Major overseas assets

Specific Asset ; Oper|Control measures |Earni| Proportion of|if  there g
Cause Location

details of size ation [guarantee th ng [foreign assetisignificant valug
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assets mode|security of assets |positi in the impairment risk
on | Company ne
assets
Strengthening  th
Overses Hong
. usD Self- |[management cont
Holding S Kong/Bru|
] 5.68772] buildi |of the parerfGood| 170.64% No
subsidiariedinvestmg nei/Singaf ]
billion ng |[company again
nt ore o
overseas subS|d|ar|1
Other
No
information

lll. Core Competitiveness Analysis

Whether the Company needs to comply with disclosure requirements of specific industry
No

1. Adhere to the entity and highlight the pioneering advantages of the industrial strategy

The Company takes the lead in entering such product fields as polyester melt direct spinning,
PTA and caprolactam and greatly improves industrial technology and competitiveness of
abovementioned fields by whwin cooperation in strict accordance with th&rategic
guideline"consolidate, highlight and optimize the main business competitiveness". The Company
takes the lead inmplementing Hengyi Brunei) PMB Petrochemical Projecand seizes the
development opportunity of the Southeast Asian market to achi@wustrial internationalization
and management pursuant to "Belt and Roadtlative; which has also contributed to its
completion of vertical industry chain integration, sitg raw material bottleneckssue and
following the trend of supphgide strudural reform. Furthermore, the Company achieves
petrochemical and chemical fiber industry advantage grafting, expands the terminal capacity of
chemical fiber industry and realizes highality development of chemical fiberroughmerge and
acquisition.

2. The advantage of complete industry chain featuring upstream and downstream
equilibrious integration

The company has developed irgovorld leading enterprisavith industry chain integration
between"PX- polyester" and "benzesgolyamide" andis building a columnar,balancedand

integrated  industrial chain with  “"crude oilarenePTA- polyester" and ‘"crude
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oil-benzenepolyamide"through theconstruction of overseagpstream refinerieshe expansiorof
midstream and downstrearnusinessesin China and the implementation of differentiated
development modescluding acquisition and reorganization. Nowe designannual crude oil
processingapacityof the Company reaches 8 million tons, PTA 13.50 million ,tpodyester7.85
million tons and caprolactag®0kts, which has guaranteee If sufficiency of upstream, midstream
and downstream raw materialhus achievinga balanced and coordinated development of the
whole industry chain from the unique refining to PX, PTA and PET capacity matching with linkage
opeaation at home and abroad to enhance the ability to withstand the risks of business fluctuations.
Once Hengyi (Brunei) PMB Petrochemical Projetiase Il is completed and goes into operation,
the "ethylene+ propylene+ polypropylene™ industry chain willnesvly increased which will be
conducive to enhancing the intensification, scale and integration level of the refining integration
project in Brunei and greatly improve the competitiveness of the Company's full industry chain.

3. Scale advantage of high idustrial concentration

The product market share of the Company's PTA and polyesterréibks the top othe
industry. The PTA capacity subject to participation and holding by the Company accounted for
27.56% of national effective capacity at the ende€. 2019 and the polyester capacity subject to
participation and holdings by the Company accounted for nearly 13.45% of national effective
polyester capacity at the end of Dec. 2019 (data source: http://www.ccfEbenfompany boasts
high industrial corentrationand prominent advantage of scale development. The Company
always boosts investment and application of lscele devices and energgving and
costreducing technologies. Thadvantage of scale developmentpromotes the stability of
operaing production unitand product quality and the improvement of production efficiency and
greatly lowers the unit investment cost and unit energy consumption. The product unit
manufacturing cost has a significant advantg® ngenterpriss in the same industriMeanwhile,
scale procurement also givadetCompany a strong bargaining powehich allows it to have a
more favorablgrice to sav@rocurementost and provide a strong guarantee for the profitability of
the final prodict.

4. Competitive advantages of the scientific research innovation

The Company focuses on R8and application of higlend product in the polyester fiber field
for a long time and has accomplished "diversification, serialization, high quality and uniqueness" of
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the product structure based on three univessitierprise platforms (including "Zhefig University
-Hengyi Global Innovation Research Center”, "Joint Laboratory of Donghua University and Hengyi
Petrochemical" and "Joint Laboratory of Nanjing Tech University and Hengyi Petrochemical Co.,
Ltd."). The Company will fully carry out research addvelopment of new products and new
technologies related to the full industrial chain and realifzél-process and flexible higtechand

new product (technology) development and commercialization of research findings&adihg
technologesin domesic Chineseindustry.

The Company centers on green manufacturing of the polyester, pays close attention to the
recycling of polyester throughout its life cycle, breaks through the technical difficulties, achieves
high-quality polyester recycling and prodag highperformance polyester materialgth biology
base as raw matersabn the basis of alndustrial structure of "crude oil and polyester and
polyamide". In chemical engineering, the Company is now developing various diol of the monomer
necessary fothe differentiated production of polyester for the sake of expanding the application
scope of PTA. To lower the production cost, the Company also actively studies the development of
three agents in curreptocesseéincluding delustering agent, catalysideadditive).

5. Technical advantags of digitalizedintelligent manufacturing

The Company establishes the information stratefypetrochemical+ Industrial Internet to
propel the deep integration of a new generation of information and communitstionlogy and
petrochemical manufacturing industry and promote digédl networking and intelligent
development of the chemical fiber manufacturing industry. The Company builds tohédudl and
systerawide informatization integrating R&D and desiglygistics and purchase, production
control, operation management, professional service and marketing, realizes intelligent production,
networked collaboration, customized services and digital deemaking as well as accelerates the
enterprise digitazed transformation process based on innovation driving, improvement of quality
and efficiency and green development as basic printijptaighinformation application, advanced
manufacturing, automation and enterprise management.

In the information infrasticture field, the Companymakes use of cloud computing,
virtualization, 5G, bastion host and other technologies to promote the construction of industrial
networking, service cluster, information security, etc. and provide technical support and security
guaantee for software application layer.
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In the manufacturing field, the Company independently develops the single spindle data stream
system successfully to realize efficient logistics operation and automatic quality control of products
in the workshop waahouse as well as process optimization, information sharing and efficiency
improvement between production processes by network communications, loT, mobile
informatization, Microservice, redime database and other technologies based on information
intercannection between intelligent manufacturing device rooms (such as automatic winding,
automatic packaging, inteligent external inspection, AGV trolley, robot and stereoscopic
storehouse).

In the marketing service field, the Company establishes two softsymems (including
WeChat mall and marketing supply chain) to carry out management from the customer placing an
order to the derivation of supporting supply chain financial services and from therdodss
presentation of sales data to the provisiomaftidimensional portrait data services externally by
Internet marketing and customer social experience as well as realize the data sharing of each
business system, improve the efficiency of data interaction, remove barriers to the information
circulationand form the closedbop process of supply chain business (including sales, collection,
arranging shipment, delivery, vehicle dispatching, shipping and invoicing) internally.

6. Management advantage of professional, young and international team helpingeth
Company with continuous developme nt

In addition to providing employees with competitive compensation and incentive mechanism
in the industry, the Company has implemented the pgesgod restricted stock incentive plan and
threeperiod employee stock owrship plan since 2015 which fully arouses the employees'
working enthusiasm and strongly promotes the attraction of top talents. The establishment of the
longterm development shared mechanism effectively enhances the sense of belonging and
cohesion of emipyees and provides the talent base for the Company'stéomgdevelopment.

The Company emphasizes the professional team management, has appointed young
management talents cultivated internally and introduced senior management and technical
personnel athome and abroad via various channels in recent years as well as has formed an
international, specialized and professional management and operation team, laying a foundation for
sustainable and healthy development of the Company's industry. With the ooistExpansion of
the Company, the Company also continuously comdaocganizational structure optimization,
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continuously improves the Company's organizational management and operation efficiency and
gives play to the scale synergy advantage by referrireglt@nced organization and management

experience at home and abroad.
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Section IV Discussion and Analysis on Business Circumstance

|. Overview

() Discussion and Analysis on Business Circumstance

Hengyi Petrochemical (stock code: 00070Bgratesn the petrochemical and chemical fiber
industry with raw material from the petroleum or the corresponding chemical after petroleum
cracking like PX and benzene. The product end demand is closely retatgeople'sdaily
necessities. In terms of the Company's "crude oil, polyester and polyamide" product layout, refined
oil (such as gasoline, diesel and kerosene) mainly provides equipment with energy supply, such as
fueling automobile, ship and aircraft;h& polyester and the polyamide are mainly used as shell
fabric or lining of the textile (such as clothing, beddings, curtain, sofa and tent). Therefore, key
factors affecting the industrgre crude oil price fluctuation, downstream demangyoduction
capaday supply as well as matching between upstream and downstream industry chains.

1. The low oil prices oscillate in a narrow range, making for double growth of
downstream polyester product demand and profit.

In general, steady or moderate rise of the prite is in favor of the improvement of
petrochemical enterprises’ operating management and efficiency; On the contrary, a high
requirement against production and management is put forward as the oil price continues to decline.
However, the low oil priceare beneficial to petrochemical enterprises after a dramatic decline in
the oil price happens. On one hand, the low oil prices are conducive to the expansion of
downstream product price difference and the low product price is in favor of stimulatingwtd gr
of terminal demand so as to promote the improvement of profits; on the other hand, the low oil
prices are faced with the opportunity to rise and the rise of the oil price brings industry chain stock
appreciation and production load increase to stitauda mand growth.

In 2019, the global economic growth slowed down and the price of Brent crude oil futures
fluctuated in the interval of USD 526/bucket as per the open market quotation due to the effects
of such factors as SindS trade friction, reduein of output of OPEC and turmoil in the Middle
East in partial stages. The price of the WTI crude oil futures changed within the USiye
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44/bucket to USD 67/bucket. The overall oil price was in the relatively stable interval which made
for production ad operation of downstream petrochemical enterprise in 2019.

The international oil price sharply declined to the lowest one in recent years, the Brent oil price
declined to the lowest USD 22.06/bucket and the WTI oil price declined to the lowest USD
20.37bucket due to the influences of global outbreak and reduction of output of OPEC not
exceeding the expectation in the first quarter of 2020. The panic decline of the oil price incurred
severe challenges to the downstream companies, but the petroleumosiildl weturn to the
fundamentals of supply and demand in the long term and the downstream demand was expected to
recover in the long run. According to the agreement about reduction of output of OPEC+ on Apr. 12,
it's predicted that the oil price will gradlyarise when the downstream demand rises again in the
second half of 2020. The current crude oil price fluctuated at a low level. As for the downstream
polyester fiber, the rigid downstream demand lasts for a long time and the cost reduction is in favor
or stimulating demand growth; under the environment of fluctuations in prices of crude oil, the
polyester fiber price doesn't fluctuate sharply and the current polyester fiber price is characterized
by tenacity.

2. The online consumption becomes the new moal of terminal consumption with
continuous positive growth of the demand

(1) The macro economy remains resilient and the domestic consumption continues to
grow

According to the data from National Bureau of Statistics, China's GDP reached to RMB
99,0865 bilion with yearonyear growth of 6.1% which was ahead of the growth of the world's
major economies, the growth was in the interval of 60986 for consecutive 20 quarters, the
expected goal of the growth was achieved and the per capita gross dqorastict reached to
RMB 70,892 in 2019. The fundamental role of consumption in economic growth remains prominent.
The total retail sales of consumer goods in 2019 reached to RMB44Q billion, increasing by 8.0%
in comparison to last year nominally. Thetail sales of consumer goods (except for automobile)
reached to RMB 3226 billion, increasing by 9.0%he yearonyear growth of clothing and shoes
as well as knitwear and textile reached to 2.9%. Pursuant to the data from General Administration of
Cuwstoms, P.R. China, the total exports of textile and clothing in 2019 reached to USD 280.7 billion
and the export markets mainly included Southeast Asia (50%), EU (17.4%) and America (16.6%)
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(Data source: wind and Nanhua Futures). As per the market se&utdtaremerging market exports
have outperformed traditional markets. In 2019, the-geayear growth of the amount of countries

and regions along the "The Belt and Road" of China exporting textile clothing increased by 3.7%,
while the export amount of Aemica, Japan and EU increased by 6.6%, 4.6% and 4.4% on
yearonyear basis (data source: China National Textile And Apparel Council).

With the implementation of a series of proactive fiscal policies, such as slashing taxes and fees,
superimposed -eommere live economic stimulus and pulling effect by further expanding the
domestic demand, it's predicted that China's economy will remain resilient which will further
promote the industry terminal demand to maintain a healthy growth in the future.

(2) The online sale becomes the new normal of terminal consumption

With online live broadcast and big data applied to the terminal consumption field and rapidly
penetrated into urban and rural areas and the rise of consumption ability gfeth&dd faurth-tier
cities as well as counties and townships now, a new force of online live broadcast consumption
suddenly rises which strongly supports the terminal consumption and drives the high growth of
terminal demand. According to the data from National Buref Statistics, the retail turnover of
commodities (such as clothing and shoes and knitwear and textile) above the national limit reached
to RMB 1351.7 bilion with yeapnryear growth of 2.9% in 2019. The yeamyear growth of
value of retail sales adnline wearing goods nationwide reached to 15.4% with dedigje good
growth level continuously kept.

3. There is still considerable room for growth in terms of domestic de mand for polyester
products and de mand for refined oil products in Southeast Asia

(1) Upgrading of household consumption and continuous rigid demand of polyester
industry chain products

In terms of downstream requirements, the polyester fiber is mainly used for clothing, home
textiles and industrial emerging applications which aosedl related to population growth and per
capita disposable income. Based on the data from National Bureau of Statistics, the per capita
disposable income of Chinese residents was RMB 30,733, increasing by 8.9% in comparison to last
year nominally in 2019vith actual increase by 5.8% after the price factor was excluded. Among
them, per capita disposable income of urban residents was RMB 42,359, up 7.9% YoY. Besides the
price factor, the actual increase was 5.0%. The rural per capita disposable incondBvas,BR21,
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up 9.6% YoY. Besides the price factor, the actual increase was 6.2%. The national per capita
consumption expenditure reached to RMB 21,559 in 2019. The per capita expenditure on clothing
reached to RMB 1,338, increasing by 3.8% and accounting.®% of per capita consumption
expenditure The quantity demanded of the chemical fiber products, especially medium and high
grade manufactured goods will continue to expand and the per capita fiber consumption will

continue to grow in the long run.

Figure 2 Growth Chart for Apparent Consumption of Chinese Polyester Filament Yarn
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Source: China Chemical Fibers Association and http://www.ccf.com.cn

In recent years, Chinese residents' income lerndlnonproductive expenditure have increased
steadily and the consumption upgrade has greatly increased the demand for polyester differentiated
products. The apparent consumption of the polyester fiber increased by 7.6% year on year in 2019
and the salesutput ratio of the polyester industry from Jan. 2019 to Dec. 2019 was 96.29%.
Pursuant to national planning outline during the'™RBve-year Plan”, the per capita income of
urban and rural residents in China in 2020 will be doubled in comparison tovi2@itd will be
conducive to the increase in terminal consumption expenditure (including textile and garment and
fashion industry).

(2) The demand for refined oil products is strong in Southeast Asia and the project in

Brunei has significant regional advanages

30




2019 Annual Report of Hengyi Petrochemical Co., Ltd.

Compared to the surplus ofrefined oil products in China, the Southeast Asia refined oil market
gap is large. As per wind data, the petroleum refinery distillation capacity in Southeast Asian is
about 0.3 billion tons and the capacity of refinedooalducts (such as gasoline, diesel and kerosene)
is about 0.18 billion tons with yield of about 0.14 billion tons and gap of about 107 million tons.
The population of Southeast Asia reaches to 0.641 billion and there is a great potential for demand
growth of refined oil products. Furthermore, Southeast Asia is close to Australia and Australia
needs to import refined oil with import volume of gasoline, diesel and kerosene being about 26.5
million tons/year. As for products, Southeast Asia has a shortfalbofit 49 million tons/year in
terms of gasoline and mainly imports from Indonesia, Malaysia and Vietnam with exporters in the
main areas being Singapore and Thailand. In terms of aviation kerosene, important importers in
Southeast Asia include Vietnam aother several countries without refinery plant (such as Brunei,
Sri Lanka and Philippines) because every country issséiicient in aviation and takes trade flow
as the principal thing. In terms of diesel, there is a big gap in Southeast Asia with gaqnut
approximately above 47 million tons and important importers cover Vietnam, Bangladesh,
Philippines, Sri Lanka, Myanmar, Indonesia and Malaysia. The IMO new standard is implemented
and demand for low sulfur fuel oil increases in 2020. Singapoee nwjor shipping base with
import volume of more than 40 million tons, partial MGO (marine diesel oil) needs to replace the
bunker fuel oil and diesel imports from Southeast Asia will increase. In terms of refined oil product
crack spread, the gasoline ckaspread is USD 8/buck&tSD 13/bucket, the diesel crack spread is
USD 13/bucketUSD 16/bucket as well as the aviation kerosene crack spread is USD
12/bucketUSD 14/bucket which is in the interval of good crack spread for a long time. The refining
projectof the Company in Brunei is in the Southeast Asia refined oil demand market hinterland
where the product sales market is vast, the transportation is convenient and the superiority is

obvious.
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Figure 3 Chaurt of Difference in Price of Diesel Oil agaist Dubai in Recent Five Years
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4. Industry chain reshaping and integrated competitiveness improve ment of the industry
chain

(1) The single product shifts to the vertical integration competition of industry chain

From 2019 to 2020, three private refineries (including the one of the Company) go into
operation successively. With the release of PX production capacity of prifiateryeprojects, the
industry where the Company is shifts to the new competition pattern of industry chain integration
from single product competition in the past, the leading listed companies expand gradually based on
the advantages of vertical integratiand firmly grasp the new shares of the future market demand.
Because old small and medium capacity exits gradually, the market share of the leading enterprises
will be further improved and the fluctuations in prices of products tends to moderate irrisompa
to the past.

(2) The loose supply of upstream petrochemicals is in favor of industry chain profit
transferring to the polyester

The domestic PX production capacity in the global shares has increased significantly since
2019 which increased to 36.7&b the end of 2019 from 27.4% at the end of 2018. Considering
although the CompanyBlengyi (Brunei) PMB Petrochemical Projest classified as overseas
production capacity, it still falls into Chinese investment, all the new capacities in the world are
built by Chinese companies. With loose supply of PX, it's predicted that the dependence on imports

of PX in China will be greatly reduced in 2020.
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Around of concentrated capacity release will happen to PTA in 2020 and it's predicted that the
new capacityill reach to about 11 million tons. In 2020, the PTA output growth will exceed that of
polyester and the PTA will also enter the loose supply pattern. It's predicted that the MEG will
newly increase by 0.53 million tons and the domestic MEG supply grawitiiemain high at
around 20% in China in 2020. In terms of polyester fiber, the productivity growth steadily
decreased from 2017 and tt's predicted that the output growth will reduce to about 5% in 2020.
(Data source: CCF Annual Report) The profit of ustty chain will transfer from upstream to
polyester after the upstream raw material end supply chain continues to expand and the growth of
the superimposed polyester capacity falls after rise.

5. The polyester industry market concentration increases and the order of competition
tends to be benign

The polyester filament yarn industry concentration ratio CR6 occupancy increased to about
46.22% from 32% (data source: CCF) after integration foyeEds (from 2011 to the end of 2019)
and it's predicted that the CR6 market share will increase to above 60% in 2021 and the
concentration ratio has been greatly increased. As per the investment plan published, the major new
capacity in the industry will@me from listed companies, small and medium sized polyester
factories will gradually withdraw from the industry competition due to lack of investment for
production expansion and ability to innovate in technology and the market concentration of the
polyeser industry will be further improved in the future.

With continuous improvement of leading enterprises’ own competitiveness, the backward
production capacity clearance in the industry is acceleratedeithdemand istabilizing theentry
threshold of e industry chairn whichthe Companyoperatess increagg, the concentration ratio
of upstream, midstream and downstream industries maintains continuous improvement, the
competitive order of the industries continues to improve and the developmerdanemsmt is
becoming more benign. As one of the leading enterprises, the Company accelerates production
expansion and income increase of the downstream chemical fiber business and takes the lead in
enjoying the profit improvement brought by the good prosperf the industry. With the refining
project of the Company going into operation smoothly, the vertically integrated layout of the

industry chain has achieved initial success and the whole competitiveness rises to a new level.
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(I) Progress of the operatng plan disclosed in the early stage in the reporting period

Within the reporting period, Board of Directors, management and all employees of the
Company arduously strive with entrepreneurship to press aheagwith major project of "Belt
and Road" initiat ive as the core Hengyi (Brunei) PMB Petroche mical Project has entered full
operationand overcomethe last kilometerissue to achievdull industry chain integration; the
Company is carrying out production expansion and quality enhancement of the polyester
project and potential digging and transformation of the PTA project with high-quality
development as the main lineto further enhance its competitive advantagesas aleading
enterprise; it has increased investment in product research and developmentintelligent
revolution and hightech fiber to further increase the differential fiber ratio; it has
imple mented quality production to promote quality and brand, optimize trade and logistics
and achieve further resource sharing and industrial synergy it has been continuously
optimizing the organizational structure and improving corporate govemanceto unleash more
endogenous driving force. Within reporting period, the operating profit realized year-on-year
growth of 92.75% by all me mbe rsdeffort and share holde rédvalue continuously improved.

1. The net profit increases substantially and the cash dividend return is actively
performed

In the reporting periodkhe Companyealized the operating fit of RMB 4.789 billion with
yearonyear growth of 92.75% and the net profit returned to parent company of RMB 3.201 billion
with yearonyear growth of 70.97%. At the end of the reporting period, the Company's total assets
reached to RMB 85.231 billignncreasing by 37.84% in comparison to the beginning of the year;
The owner's equity attributable to the shareholders of a listed company reached to RMB 23.253
billion, increasing by 26.63% in comparison to the beginning of the year; The net asseteralue p
share contributable to the shareholders of a listed company reached to RMB 8.18; Fliabdiget
ratio was 65.90% which was at a reasonably low level in the same industry.

With the reporting period, the Company implemented the 2018 plan for participation in profit
and the total cash dividend reached to RMB 0.853 billion, accounting for 45.53% of the net profit
attributable to the parent company of the Company in 2018. Merethe Company's Board of
Directors deliberated and passed the 2019 plan for participation in profit (cash dividend of RMB

34



2019 Annual Report of Hengyi Petrochemical Co., Ltd.

4.00 per 10 shares (tamclusive), transferring 3 shares to all shareholders for every 10 shares with
capital reserve and total daslividend of RMB 1.137 billion, accounting for 35.51% of the net

profit attributable to the parent company of the Company in 2019).

Figure 4 2019 Annual Business Indicators of Hengyi Petrochemical (unit: RMB 00,000,000)
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2. The coordination of production, supply and marketing is enhanced and the output and
sales grow steadily

The Company's product output and sales are excellent and grow steadily during the reporting
period The output and sales of the refined oil prodbtdding subsidiariesHengyi Brunei)
reached to 0.6071 million tons and 0.5493 million tons, respectively; The output and sales of
chemicals reached to 0.1666 million tons and 0.1288 million tons, respectively. The output and
sales of PTA products (holdnsubsidiary Zhejiang Yisheng) reached to 5.0338 million tons and
5.0364 million tons, respectively; The output and sales of polyester products from the holding

subsidiary reached to 5.6271 million tons and 5.5929 million tons, respectively.

Table 3 Output and Sales Volume of Main Products of the Company in 2019

Main products Output Sales volume Sales in 2018 YoY growth
Refined ol 60.71 54.93
Newly-added items in 2019
Chemicals 16.66 12.88
PTA 503.38 503.64 495.62 1.60%
Polyester fiber 562.71 559.29 390.8 43.11%
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3. The Hengyi (Brunei) PMB Petrochemical Projectfully goes into operation and the
international manage ment advantage is prominent

The Company'#iengyi Brune) PMB Petrochemical Project hasalized the whole process
connection andcentered fulloperation on Nov. 3, 2019. The Compalmgs overcomehe final
kilometerissue to connect thedustry chain and realize integrated operation of the whole industry
chain from "crude oil" to "polyestemd polyamide;'which ensues safe supply of midstream and
downstream raw materials from the Company's domestic production bases and the highly
coordinated development of upstream, midstream and downstream businesses based on the whole
industry chainthus greatly improved the Company's industrial collaboration ability and improved
the earning quality and the anisk capability.

Within the reporting period, the Companyengyi Brune) PMB Petrochemical Project
boasts greainternationabperationadvanages with policy advantage, management advantage and
technology advantage.

(1) Strongly supportfrom China and Brunei with policy advantagea maximum24 yearé
tax preference

Bruneienjoys astablepolitical environmentand the project conforms ®runeits
national development strategy of Visiag@35which canpromote economic growth

for countries along the "Belt and Road" Initiative;

There is no trade barrier restrictismcethe project is the ASEAN free tradene

area where the import and expof products are free of tariff;

The overall tax savings are obvious and Brunei doesn't levy individual income tax,
business tax, payroll tax, production taxes and export tax. The project caraenjoy
maximum?24 yearétax preferencén terms ofenterprise income tax;

The project is in line with China's "Belt and Roaiditiative which enableghe
project syndicated loano beprovided with national strategy support.

(2) Significant operating advantages including convenient cruderaduremat and smooth
marketing ofrefined oil products)

As an oil producer, Brunei boasts a mild climate without natural disastensc&nd
oil and gas resource3he country itseltan provide part of crude daib lower the
logistics;

There is great conveniesan crude oil procurement and lowlegisticscost since

it is closer to crude oil supply and near the Singapore crude oil trading market;
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The refined oil products produced by the project are sold to Southeast Asia region
where thee is astrong demandr&e. There is a lowelogistics costsince the
project location is closer to these places
All the chemicals are supplied tie downstreamof its own industry chain to
realize integrated operation of the industry chain.
(3) Technical advantages suchisssupporting utilitis and advanced technoieg to lower

the production cost
The projectis fully equipped witha coalfired power plant, which achieves
seltreliance insteamproduction, thus enjoying prominent cost advantages in
utilities;
The latst advanced technol@g are applied tomain productionunits like
hydrocrackingCCR and Parexyvhich has lowr operating cost and high product
conversiorrateand lowerPX production cost;
The project has appliedow temperature thermal recovetgchnologywith waste
heatreused byseawater desalination, lowering the operating dostseawater
desalination and the comprehensive energy consumption fodBarex
The latestflexicoking processhas been applied tesidual oil processing which is
capable of continuous production and lowers the labor cost. THmdoiyct fuel
gas also lowers fuel costs. Compiag with traditional process, the closed
productionprocesss more environmentally friendlghrough harmlesgeatment of
the residual oil;
The liquid phase diesel hydrogenation technolb@y been appliedhich can meet
2020 new international diesstandards and lower investment and operating energy
consumption.

Up to the end of the reporting period, the investnwridiengyi Brune) PMB Retrochemical
Projecttotals USD 3.698 billion, of which the construction investment reads@D 2.985 billion.
Within the reporting period, the project achiesa®et profit of USD 0.77 billion.

4. Promote quality improvement and efficiency of polyester md PTA based on
high-quality development

Within the reporting period, the Company promoted quality improvement and efficiency of
polyester, PTA and CPL based on higality development and provided supporting services for
the current midstream and dowmstm products in many ways (including purchase and new
construction) to enhance the industry chain development and competitive advantage. Within the
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reporting period, the Company smoothly implemented production expansion and quality
improvement of differetiated and functional polyester products from Jiaxing Yipeng, Sugian Yida,
Hangzhou Yijing and Fujian Yijin for the sake of differentiation and intellectualization on the basis
of Haining new material factory, carried out construction of 6 million ton®DA products of
Zhejiang Yisheng New Materials and realized caprolactam company "0.4 million tons/year

caprolactam capacity expansion and renovation project” completed and going into operation.

Table 4 Progress of Main Projects of the Company in 2019
Investment/p

Product
_ urchase Product . .
S/N Project name - - ivity Project progress
P (0,0001)
(RMB 0,000)
The first production line (C
line) (capacity: 0.25 million
Constructi ject o tons/year and relevar
1 o.ns., ruction prolgc 0 636,000 100 y .) . .
Haining New Materials supporting engineering wel
POY, FDY, into operation on Feb. 2!
chip 2020

. ) Phase | of the project (0.2
Jiaxing Yipeng . )

. . i million tons) went into
differentiated  functional .

2 . , 227,220 FDY 50 operation on Apr. 29, 201¢
fiber promotion and )
renovation broiect Workshop D went intc

pro) operation in Apr. 2020

3 Sudian Yid 35.000 Short fiber 40 Successful auctioning il
ugian Yida , .
q and chip Apr. 2019
100% equities of POY, FDY, Acquisition completion in
4 80,758 . 85
Hangzhou Yijing chip, DTY May 2019
0.4  milion  tonslyear
caprolactam capacit ) ] )
. . Caprolacta Having gone into operatiol
5 expansion and renovatio 247,885 40
) ] m on Aug. 8, 2019
project of Hengyi
Caprolactam
. . FDY, short .
6 Fujian Yijin project 158,770 fiber 35 Under construction
7 PTA project of Yisheng 673,100 PTA 600 Under construction

New Materials

5. Increase investment in scientific research and innovation and boost Hengyi products to
be in the lead

In 2019, the Company strengthened scientific and technological innovation as well as carried
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out strategic layout of scientific research, increased investment in research and development and
introduction, training and reserve of hitgvel scientific reseaah personnel for the sake of
becoming an international firslass petrochemical technology enterprise. The Company actively
explored new ideas concerning R&D and industrialization of new materials and new technologies,
achieve some results in terms ofaneroduct R&D and industrialization, development platform
construction, talent team building and external cooperation, established perfect process R&D
framework and project management mechanism and formed the innovative R&D system from basic
research, engeering development and process optimization to product application R&D and sales
promotion. The Company applied 60 patients (including 49 patents for invention and 11 utility
models) in 2019. 10 patents (including 5 patents for invention and 5 utilitgle)odere authorized
in 2019. In 2019, more than 100 science and technology development projects (including 2 national
key research and development projects and 1 major international cooperation project of Zhejiang
Province) were implemented. Up to the efid@019, 98 patients (including 50 patents for invention
and 48 utility models) of Hengyi Petrochemical and its subsidiaries were authorized; 194 patients
(including 137 patents for invention and 57 utility models) were applied.

Within the reporting period, the antimoifrge environmentally friendly polyestetYitaikang”
whose proprietary intellectual property right is held by the Company was rated as outstanding
industrial product of Zhejiang Province in 2019. The "antimdérag polyester melt direct spinning
filament technology” won the sixth China top ten textile technology award. Within the reporting
period, the Company focused on the preparation of polyester modified materials (such as
degradable polyester) as well as reseadcand developed the higlerformance polyester based on
biology base as raw material (such as PEF and PTT) in terms of materitis. meanwhile, the
Company carried out idepth research and development in the functional chemical fiber field,
successflly developed the functional fiber with such properties as flame retardant droplet
resistance, hygroscopic and sweat releasing, antistativity and keeping warm and put such functional
fiber on the market. In terms of chemical engineering, the Companyédogéng various diol of
the monomer necessary for polyester differentiated production now and researching the alternative
of composite PTA based on biomass as raw material. To lower material and energy consumption in
the production process, the Companyeleps related production process of caprolactam and
hydrogen peroxide and carries out energy conservation and consumption reduction of the oil
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refining equipment, too.

For the purpose of reducing process consumption and improving the material perfortimance
Company jointly establishes "Zhejiang Universitytengyi Global Innovation Research Center",
"Joint Laboratory of Donghua University and Hengyi Petrochemical" and "Joint Laboratory of
Nanjing Tech University and Hengyi Petrochemical Co., Ltd." tagetiith Zhejiang University,
Donghua University and Nanjing Tech University, successively on the basis of great opportunities
for development brought by transformational disruptive technologies in such fields as function
materials, industrial catalysis, mtyetic biology and biomass conversion. At present,
abovementioned three universignterprise platforms operate well. In 2019, they accumulatively
signed 26 projects complying with the requirements of the Company's overall objectives of the
mediumand lngterm research strategy and were built into internationatdiests new material
research and development bases by both the university and the enterprise working together and deep
combination involving production, teaching and research, gatheringahughlof top professionals
and management talents in the fields such as new material, new technology and new equipment,
high-quality personnel training bases accurately serving new fiber materials of countries and
regions along "The Belt and Road" as wedl demonstration areas of deep university discipline
crossing and deep combination of production, teaching and research and system and mechanism
innovation special zones.

6. The application of intelligent technology is increased and the intelligent production and
manage ment rises a higher level

Within the reporting period, the Company continuously increased the application of intelligent
technology and accelerated intedligt manufacturing unit and intelligent production line shifting to
intelligent workshop and intelligent factory construction by investment and optimization of
automation and informatization on the basis of current industry. All kinds of equipment and syste
realized connection, interaction and collaboration via effective integration and interconnection
technologies. The intelligent manufacturing led new commercial activities (such as personalized
customization, collaborative manufacturing and remote opersand maintenance) as well as
promoted digital transformation of the enterprise and intelligent production and operation to step
onto a higher level.

Within the reporting period, the Company completed the supply chain integration project and
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realized intgrated management for full flow data of such service chains as WeChat mall, sales
order management, logistics, park logistics, plastic tray as well as storage and delivery. As per the
market demand and its development need, the Company duly conductsizedtdavelopment of
chemical fiber ecommerce platformHengyi WeChat mall which is mainly used for online line of
polyester chemical fiber products and integrates supporting services (such as price inquiry, quick
order placement, market information andeihgent logistics management platform (HTTMS) and
financial service) whose main purpose is providing Hengyi downstream customers with new
transaction service model to raise efficiency and lower cost.

To solve warehousing problems and adapt to the regeints of the modern market, the
Company officially develops the intelligent warehousing system which has been put initheise.
warehousing system realizes batch management antimeatlynamic management of the product
inventory with bar code and proed the foundation for accurate data analysis of product inventory.
The system also directly connects with enterprise SAP and provides multiple application scenario
services (including PC terminal, mobile phone APP and handheld PDA), greatly improving work
efficiency and accuracy of the factory workshop.

Moreover, the Company firstly pushes out the whole process intelligent logistics system in the
industry and carries out direct series connection of doff, packaging and finished product
stereoscopic storehea of the system via AGV transshipment, yarn box temporary storage
stereoscopic storehouse and finished product conveying line, making foiprogktiss handling and
information processing of the silk ingot. The whole process intelligent logistics lidesntne
product to go to AGV transshipment external inspection area from automatic doffing, reach to the
temporary warehouse of yarn box after passing the inspection and be invoked to the automatic
packaging line for final packaging of the product aftglimation confirmation in the temporary
warehouse, the finished bag to enter the stereoscopic storehouse for storage after interactive
confirmation of information and the final product to be sold by intelligent stereoscopic storehouse.
The system realizegeal automatic operation of the product whole process from getting off the
production line to leaving factory. The whole process intelligent workshop logistics system carries
out realtime acquisition of such information as environment, energy and equipmethe
production process by smart sensing technology and narrow band internet of thingsTNH
over the factory, realizes interconnection and integration of people, machines and equipment,
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promotes product process optimization and quality impreamt and creates the lean manufacturing

collaborative process of the smart factory.

II. Main Business Analysis

1. Overview

See 'l. Overview" inDiscussion and Analysis on Business Circumstance

2.Income and Costs

(1) Operating income structure

Unit: RMB
2019 2018 Year-on-ye|
ar Increas
Proportion in Proportion in
Amount Amount or
Operating Revenu Operating Revenu
Decrease
Total Revenue| 79,620,543,631.74 100% 88,065,815,535.9¢ 100% -9.59%
By Industries
Petrochemicall 14,023,110,039.9" 17.61% 16,396,975,517.24 18.62% -14.48%
Polyester 37,440,083,098.0¢ 47.02% 29,459,852,871.71 33.45% 27.09%
Trade 27,531,233,930.84 34.58% 41,649,411,799.6 47.29% -33.90%
Others 626,116,562.85 0.79% 559,575,347.32 0.64% 11.89%
By Product
Refined oil 2,207,888,637.18 2.77%
Chemicals 336,001,420.95 0.42%
PTA 11,479,219,981.8 14.42% 16,396,975,517.2¢ 18.62% -29.99%
POY 13,805,634,857.6] 17.34% 10,157,644,279.71 11.53% 35.91%
FDY 9,812,224,123.84 12.32% 6,984,218,045.50 7.93% 40.49%
DTY 4,173,158,372.83 5.24% 3,528,655,405.80 4.01% 18.26%
Chip 4,750,854,728.28 5.97% 5,664,878,117.28 6.43% -16.13%
Short fiber 4,898,211,015.47 6.15% 3,124,457,023.44 3.55% 56.77%
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Trade 27,531,233,930.8" 34.58% 41,649,411,799.6 47.29% -33.90%
Others 626,116,562.85 0.79% 559,575,347.32 0.64% 11.89%

By Regions
Domestic 65,683,827,085.4 82.50% 77,110,276,463.0¢ 87.56% -14.82%
Overseas 13,936,716,546.34 17.50% 10,955,539,072.8¢ 12.44% 27.21%

Remarks: The Company's operating income decreases by 9.59% mainly because the Company's
Hengyi (Brunei) PMB Petrochemical Projetilly goes into operation, the polyester capacity
increases as well as the Company's trade volume and PTA export quanggsgesynchronously

in the reporting period, of which the PTA sales revenue decreases by RMB 4.918 billion
(yearonyear decrease: 29.99%) and the trade income decreases by RMB 14.118 billion

(yearonyear decrease: 33.90%).

(2) Industry, product, or region accouning for more than 10% oft he Co mgparatiggd s

revenue or profit.

Whether the Company needs to comply with disclosure requirements of specific industry

No
Unit: RMB
IncreaseDecreq Increasebect
_ |Increasdbecr
se of operatin ease 0fGross
ease (o
Income ) Gross Prof
Gross Operating
Operating income|Operating costs i Compared witl Compared
margin Cost over thg
the Sam| ~ |with the
Same Perio
Period of Las Period 0
of Last Year
Year Last Year
By Industsy
Petrochemicg 14,023,110,039.9 12,282,819,419.6 12.41% -14.48% -19.93% 5.96%
Polyester |[37,440,083,098.0 34,045,358,344.7 9.07% 27.09% 25.57% 1.10%
Trade 27,531,233,930.4 27,188,124,954.1 1.25% -33.90% -35.08% 1.80%
Others 626,116,562.85| 478,530,994.44| 23.57% 11.89% 11.57% 0.22%
By Product
Refined oil | 2,207,888,637.1y 1,531,975,139.11 30.61%
Chemicals | 336,001,420.95| 269,672,678.96| 19.74%
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PTA 11,479,219,981.4 10,481,171,601.5 8.69% -29.99% -31.67% 2.25%
POY 13,805,634,857.612,423,294,338.9 10.01% 35.91% 34.06% 1.25%
FDY 9,812,224,123.84 9,044,311,118.48 7.83% 40.49% 42.39% -1.23%
DTY 4,173,158,372.8{ 3,709,865,371.6¢ 11.10% 18.26% 16.64% 1.24%
Chip 4,750,854,728.24 4,370,312,205.3] 8.01% -16.13% -18.58% 2.76%
Short fiber | 4,898,211,015.4] 4,497,575,310.3( 8.18% 56.77% 52.65% 2.48%
Trade 27,531,233,930.9 27,188,124,954.1] 1.25% -33.90% -35.08% 1.80%
Others 626,116,562.85| 478,530,994.44| 23.57% 11.89% 11.57% 0.22%
By Region
Domestic |65,683,827,085.4 61,033,078,676.6 7.08% -14.82% -17.48% 3.00%
Overseas |13,936,716,546.312,961,755,036.2 7.00% 27.21% 20.04% 5.55%

In case of changes in the statistical caliber of principal business data in the reporting period,
the Company will refer to the principal business data after adjustment in recent 1 year:

i Appl i Noaapplicabled

(3) Whethert h e Co mpghgsioay s@dles income greater than the labor income

Industry . Yearonyear
Classification tem ont 2019 2018 Increase or Decreas
Sales volume t 549,300
Refined oil | Production Output| t 607,100
Inventory t 57,800
Sales volume t 128,800
Chemicals | Production Output| t 166,600
Inventory t 37,800
Sales volume t 5,036,400 4,956,200 1.62%
PTA Production Output| t 5,033,800 4,963,300 1.42%
Inventory t 16,100 18,600 -13.70%
Sales volume t 5,592,900 3,908,000 43.11%
Polyester | Production Output| t 5,627,100 4,000,900 40.65%
Inventory t 178,900 144,700 23.62%

Reasons for over 30% changes in related data on yean-year basis

As the Company completed the purchase of Shuangtu New Materials in Dec. 2018, the

polyester product of Shuangtu New Materials was increased in the reporting period and the new
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capacity of two polyester compani8sigian Yida and Jiaxing Yipeng went into ogon at the

same time. The scale of Company's polyester capacity increases this year, so the polyester output,

sales and stock rise sharply.

(4) Performance of major sales contracts signed by the Company as of the reporting period

I App !l i c amotapplicable

(5) Operating Cost Structure

Industry category
Unit: RMB
2019 2018
Industry —Yearonyea
o , Proportion
Classificat Item Proportion to .| rincrease
Amount : Amount to Operating
on Operating Cos| or Decreas
Cost
Refined oi| Raw materials | 1,267,816,583.44 82.76%
Refined oi Energy 35,530,302.02 2.32%
) | Depreciation an
Refined oi 228,628,253.65 14.92%
others
Total 1,531,975,139.11 100%
Chemicald Raw materials| 240,231,973.62 89.08%
Chemicals Energy 17,443,129.52 6.47%
Depreciation an
Chemicald ~ " | 11,007,575.82|  4.45%
others
Total 269,672,678.96 100%
PTA Raw materials| 9,654,704,824.1f  92.11% |14,105,095,080.4 91.95% | -31.55%
PTA Energy 223,431,486.12 2.13% 297,162,066.39| 1.94% -24.81%
Depreciation an
PTA P others ! 603,035,291.29 5.75% 937,827,728.84| 6.11% -35.70%
Total 10,481,171,601.5 100% 15,340,084,875.4 100%
Polyester| Raw materials | 29,308,065,693.27  86.09% |22,883,961,559.2 84.40% 28.07%
Polyester Energy 1,612,773,710.0} 4.74% 1,228,587,080.0f 4.53% 31.27%
Depreciation an(
Polyester others 3,124,518,941.5 9.18% 3,000,832,257.0f 11.07% 4.12%
Total 34,045,358,344.7 100% 27,113,380,896.3 100%

(6) Has the scope of consolidation changed during the reporting period

In the reporting period, 34 subsidiaries of the Company were included into the consolidation

scope, increasing by 5 in comparison to last year. Refer to Section XII Financial Report, Note VII
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"Change in Consolidation Scope" for the detail.

(7) Major changesor adjustments tot h e Co mipusiness,wducts, or services during the

reporting period

In the reporting period, the Company added the refining plate business as well as chemicals
and refined oil products because thengyi (Brunei) PMB Petrochemical Projeéilly went into
operation. After going into operation, the project will complete collaborative configuration of
Company assets at home and abroad, really achieve the "crude oil and polyester and polyamide"
strategic targt of the Company as well as gradually form a good pattern with international linkage
and up and down coordinated development. The business operated by the Company will extend to
the more upstream "PX, benzene and refining" from the current midstreamoamstictam
industries"P TA, polyester filament, polyester staple fiber, polyester bottle chip, PET chip and CPL"
and the Company will take the lead in realizing the balanced development model “from crude oil
refining to polyester and polyamide” in the inthysmaking for integrated, globalized and balanced
collaborative operation of Company industries, products and assets, enhancing the Company's
sustained profitability and antsk capability, further consolidating, enhancing and optimizing the
Company'score competitiveness, promoting the sustained and steady growth of shareholders'
interests and helping the Company to become a petrochemical enterprise with leading global

comprehensive strength.
(8) Major Clients and Suppliers

The Company's Major Clients

Total saleamountof top five customers (RMB) 12,163,083,270.63
Proportion of the total salesamount of the top five
15.27%
customerdo the total annual sales
Proportion of the total sales amount of the related part 0.00%
the top five customers to the total annual sales
Profiles of the Company's top five customers
No. Name ofCustomer SalesAmount (RMB) Proportion to the Annual Sales
1 Companyl 3,992,534,820.03 5.01%
Company2 2,401,308,634.39 3.02%
Company3 2,176,481,556.13 2.73%
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No. Name ofCustomer SalesAmount (RMB) Proportion to the Annual Sales
4 Company 1,940,943,232.23 2.44%
5 Companys 1,651,815,027.85 2.07%

Total -- 12,163,083,270.63 15.27%

Other Information Notes for Major Clients
T App | i NoagppliGabled
Major suppliers

Total Purchase Amount of Top Five SuppliéRiMB) 26,602,018,660.49
Proportion of the total purchase amount of top five supplier

35.95%
the total annual purchase amount

Proportion of the totghurchase amount of the related partieg 5.06%
. 0
top five suppliers to the total annual purchase amount

Profiles of the Company's top five suppliers

No. | Supplier Namg Purchase amount (RME Proportion to the total annual purchase amo
1 Companyl 14,079,875,588.08 19.03%
2 Company2 4,916,203,524.12 6.64%
3 Company3 3,992,526,588.85 5.40%
4 Company 1,957,758,468.26 2.65%
5 | Company 1,655,654,491.18 2.24%
Total -- 26,602,018,660.49 35.95%

Other Information Notes for Major Suppliers

T Appl i Noadpplieblea

3. Expenses
Unit: RMB
Year-on-year
2019 2018 Increase or Statemenbn significant changes
Decrease
. Mainly because of growth of operation sq

455,835,985.1 337,169,676.4 35.19% and increases in transportation expense
expenses
; sales staff salary within the reporting peri

Administrativ
583,351,878.1 531,705,263.1 9.71%
e expenses

Financial 1,011,697,524.14775,568,978.7 30.45% Mainly because of expansion of finang
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expenses scale and interest expense increases (

Company during the reporting period

Research ang Mainly because of increased investmer
development | 492,740,271.9279,482,471.9 76.30% research and development within

expenses reporting period

4. R&D Investment

In the reporting period, the Company actively explored new ideas abold R&d
industrialization of new materials and new technologies, achieve some results in terms of R&D and
industrialization of new products, R&D platform construction, talent team building and external
cooperation, mainly focused on green production teclyyolof polyester and polyamide,
manufacturing technology of specialty chemicals for the industry chain, functional fiber material
and the next generation of blimsed polyester material. Related R&D projects go well now, the
research projects based on theufes business innovation will increase in the future and it's
predicted that the research and development investment will increase to promote the sustainable
development of various business of the Company.

The Company applied 60 patients (including 4@emts for invention and 11 utility models) in
2019. 10 patents (including 5 patents for invention and 5 utility models) were authorized in 2019. In
2019, more than 100 science and technology development projects (including 2 national key
research and delepment projects and 1 major international cooperation project of Zhejiang
Province) were implemented. The antimefrge environmentally friendly polyestelYitaikang"
whose proprietary intellectual property right is held by the Company was rated asnomigt
industrial product of Zhejiang Province in 2019. The "antimdérag polyester melt direct spinning
filament technology” won the sixth China top ten textile technology award.

Company's R&D investment

2019 2018 Change Rati
Number of R& personnel (person) 445 194 129.38%
Proportion of R&D personnel 2.69% 1.55% 1.14%
R&D investment (RMB) 496,257,572.40| 279,482,471.9¢ 77.56%
The proportion of R&D investment to operat
_ 0.62% 0.32% 0.30%
income
Capitalized R&D investment 3,517,300.44 0.00
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Proportion of capitalized R&D investment to
R&D investment

0.71% 0.00% 0.71%

The reason for the significant change in the proportion of the total amount of R&D
investment to operating income compared with last year
I App | i Noadpgdlicabled
Reasons and rational explanations on the substantial change in capitalization rate of R&D
investment

Within the reporting period, the Company's R&D projects entered the development stage and

the Company development expenditure increased wititediaation condition met.

5. Cash flow
Unit: RMB
Year-ornryear
Item 2019 2018 Increase or
Decrease
Subtotal of cash inflows fromperationahctivities | 87,525,072,525.52| 95,766,648,246.9( -8.61%
Subtotal of cash outflows fromperationabctivities| 87,637,154,253.68 94,159,569,638.67 -6.93%
Net cash flowsggenerated bygperating activities -112,081,728.16 | 1,607,078,608.23| -106.97%
Subtotal of cash inflows from investment activiti 5,101,346,935.31 | 2,753,920,900.82| 85.24%
Subtotal of cash outflows from investment activii 17,590,548,942.04| 15,432,947,165.0¢ 13.98%
Net amount ofcash flow generated from investm
. -12,489,202,006.73 -12,679,026,264.24  -1.50%
activities
Subtotal of cash inflows from financing activitie| 40,526,194,049.12| 46,684,362,144.77 -13.19%
Subtotal of cash outflows from financing activitiy 30,045,808,537.64| 32,830,273,699.14 -8.48%
Net cash flow generatduy financing activities 10,480,385,511.48| 13,854,088,445.6] -24.35%
Net additions tobalance of equivalents -2,063,112,611.03| 2,989,225,898.60| -169.02%

Description of the main factors affecting the significant changes in related data over the same

period of last year

1) Because the Companyengyi (Brunei) PMB Petrochemical Projeegnt into operation at
the end of 2019, the daily production expenditure increased, the product distribution was subject to
L/C settlement and the L/C not expiring was included into receivables, the Company's receivables

increased by RMB 4.5 billion, caing the net cash flow from the Company's operating activities
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decreased in comparison to that of previous years.

2) The cash inflow of investment activities increases compared to the same period last year
mainly because the Company collects funds for ecashagement and taking back funds.

3) The net increase of cash and cash equivalent decreases in comparison to last year mainly
because the Company's syndicated loan fund is used for external payment successively in the
reporting period.

Reasons for the gnificant difference between the net cash flow generatedldlyhe Co mpany
operating activities in the reporting period and the net profit in the current year

As for the reason why the significant variance between the cash flow of the Company's
business devities within the reporting period and the net profits this year happens, refer to the

supplementary information note of cash flow statement in the annual audit report of the Company.

[ll. Non-main Business Analysis

Unit: RMB
Proportion _ ) Sustainablg
Amount ) _ Explanation for forming reason
in total profit or not

Mainly because the income from investmer

the joint stock company of the main busine

Return on _ _
) 1,504,670,646.4 31.54% |calculated and withdrawn and the ame fron| Yes
investment _ o .
investment of the derivatives increases di
the reporting period
Profits and losses Mainly because the fair value of the forg

from changes in | -58,842,982.824 -1.23% |exchange and commodity derivatives chang No

fair value the end of the reporting period

i _ Mainly because the Company calculates an
Assets impairmen -20,345,690.74 -0.43% No

withdraws the inventory falling price reserve

Mainly because the indemnity and governn

Non-operating subsidies unrelated to the daily operg
) 11,699,859.55 0.25% o ) o No

income activities, etc. are received within the repof

period

) Mainly because of nebusiness expendituf

Non-operating _ o _
29,743,281.16] 0.62% ((such as donatiomutlay) within the reportin No

expenses

period
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IV. Analysis of Assets and Liabilities
1. Significant changes in assets composition

The Company implemented the new financial instrument guidelines, new revenue criteria or new
lease criteria for the first time and adjusted to execute related items of the Financial Statement at the
beginning of that year from 2019

I App | i Noadpgdlicabled

Unit: RMB
End of 2019 At the beginning of 2019 Statement
- — Proportion
Proportior Proportid on
Increase anf
Amount to total Amount n to total significant
Decrease
assets assets changes
Monetary capital | 7,439,828,837.94 8.73% 9,052,390,527.76 | 14.64%| -5.91%
Accounts receivabll 5,890,241,538.7{ 6.91% 1,378,211,622.25 | 2.23% 4.68%
Inventory 9,153,238,548.0 10.74% | 3,019,753,421.68 | 4.88% 5.86%
Long-term equity
. 9,260,247,813.2¢ 10.86% | 7,814,086,904.50 | 12.64%| -1.78%
Investments
Fixed assets |38,775,633,926.6 45.49% | 13,226,265,147.50( 21.39%| 24.10%
Projects under
) 3,690,059,278.4y 4.33% | 17,495,259,335.87| 28.29%| -23.96%
Construction
Shortterm loans |23,323,906,006.5 27.37% | 13,781,002,805.01| 22.29%| 5.08%
Long-term loans |12,733,302,561.1] 14.94% 9,714,442,000.02 | 15.71%| -0.77%
2. Assets andiabilities measured at fair value
Unit: RMB

ltemName

At the beginning
of the reporting
period

At the end of
the reporting
period

Financial assst

Trading financial assets (excluding derivative financial asg

122,942,670.65

149,692,516.20

Derivative financial assets

0.00

409,150,395.76

Investment in other equity instruments

0.00

600,000.00

Total

122,942,670.65

559,442,911.96

Financial liabilities

51



2019 Annual Report of Hengyi Petrochemical Co., Ltd.

Trading financial liabilities 10,209,921.02 | 1,399,903.27
Derivative financial liabilities 2,239,759.00 0.00
Total 12,449,680.02| 1,399,903.27

Are there any significant changes in the measure ment attributes 6fh e  C o mma@n assdiss
during the reporting period

I Yes & No

3. Restrictions on asset rights as of the end of the reporting period

ltemName Book value at the end diie Period| Cause of Restrictions
Monetary capital 2,966,804,107.67 Security deposit
Notes receivable an

Pledging and opening
of the acceptance bill

: _ _ 281,155,185.63
receivables financing

Longterm equity investments 5,032,636,297.11 Mortgage loan
Fixed assets 1,780,351,651.00 Leaseback finance leas
Fixed assets 23,101,040,184.83 Mortgage loan
Intangible assets 674,889,765.60 Mortgage loan
Total 33,836,877,191.84 --

V Investmentanalysis

1. Overview

Investment in the Reporting PeridInvestment over the Corresponding Perio

Rate of Chang
(RMB) Last Year

3,565,393,011.36 3,020,393,011.36 18.04%
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2. Significant equity investments acquired during the reporting period

Unit: RMB 10,000

Wheth
.| Investment| er
Invest Invest Invest Antici i ) )
Name of : Shareho| Source profit and |involv | Disclosurg
; Main ment| ment ; ment [ Product] Progress up to thf pated ) ) ) ; ) ;
invested ) ding of Partner ; ) lossin |eding date (if Disclosure index (if any
business | methgamoun ) ) duratiq type |balance sheet dgincom )
company y ratio | funding current |lawsuil any)
t n e
period t or
not
Production Petroleu
vish and sales (Capitg Ningbo m http :/iwww.cninfo.com.cn/new/disclg
isheng
petroleum (I Oown Zhongjin Dispogproductg Jul. 17|ure/detail ?plate=szse&stockCode=(
New ) 54,50050.00% ) Completed 0.00 52.49 No
M A products anfincrea funds |Petrochemiqable [and 2019 703&announcementld=1206451916
aterials
chemical e al Co., Ltd. chemical nnouncementTime=20107-17
products producty
Total - - |54,50¢ -- - = - - - 0.00 524§ -- -- -
3. Situation of orrgoing significant nonequity investment within the reporting period
Unit: RMB 10,000
Industrig Reason for|
Inve| Investm| s ; | Incomes | failingto
i Cumulative actug Antici i .
) stmq ent of |involved| Investment | ) Source ) realized |reach desig|Disclosy
Project ) ) investing amoun Project | pated| ) ; )
nt | fixed by amount in the of within the |schedule an| re date Disclosure index (if any)
name ) . ) by the end of . |progresg incom i _ )
meth assets ginvestmd reporting p eriog ) | funding reporting gain (if any)
reporting period e ) .
od not nt period anticipated
projects income
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Raising

Brunei PX|Self Chemicg funds N
ot
Project buil Yes |lraw 1,067,486.1 2,579,949.3and 100.009% 0.00 77,056.5
. . - applicable

Phase | ding material selfraisi

ng
Constructio
project  ofSelf ) http ://mww.cninfo.com.cn/new/disclosure/d etail

o ) Polyestg Selifina Not Not May 5
Haining buil Yes 151,055.7 176,834.4 63.15%] 0.00 ate=szse&stockCode=000703&announcement|
r fiber nce applicable| applicable {2018
New ding 204911150&announcementTime=2008-05
Materials
Upgrading
and
reconstructi
) Raising
on project of
) | Self funds http :/Awww.cninfo.com.cn/new/disclosure/d etail
differentid . Polyestg Not Not Oct. 16
_ buil | Yes _ 129,352.9 159,822.0jand 70.34%)| 0.00 _ _ ate=szse&stockCode=000703&announcement
functional ) r fiber L applicable| applicable {2018 .
ding selfraisi 205506361&announcementTime=2618-16

fiber with an

ng
annual
output o
500,000 ton
Total - - - 1,347,894.8 2,916,605.7 -- - 0.0 77,056.5 = - -
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4. Financial assets at fair value

(1) Conditions of the securities investment

the Company involves no security investment in the reporting period.

(2) Derivative investment

Unit: RMB 10,000

Proportion  of
investment
Actual
Initial Investme| amount at the
_ profit
investmen nt end of the
and loss
- t amount . amount | reporting
Derivative investment Starting i ) ~ | amount
for Expiry date at the | period in
type - date during
derivative end of | Company's ne .
the
investmen the assets at th _
reportin
t period | end of the
. g period
reporting
period
Forward foreign Nov. 2,
199,077 Aug. 14, 202Q 64,885 2.79% 644
exchange contract 2018
Commodity derivatives| 10,014 | Jan. 1, 201§ Dec. 31, 202( 58,161 2.50% 34,536
Total 209,091 123,047 5.29% 35,180

Capital source of

derivative investment

The Company's setiwned funds

Litigation-related

situation (if applicable)

No

Disclosure date of the
Board of Directors'
announcement
regarding approval of

derivative investment

(if any)

Jan. 24,

2019

Disclosure date of the
Board of Shareholders

Feb. 15,

2019

55




2019 Annual Report of Hengyi Petrochemical Co., Ltd.

announcement
regarding approval of

derivative investment

(if any)

Risk analysis and
control measure
explanation for
derivative holding a
position during the
reporting period
(including but not
limited to market risk,
liquidity risk, credit
risk, operation risk and

law risk)

1. Market risk: When the market changes dramatically, the Company probabl
fully lock the raw material price or product price, resulting in impairmentg
Liquidity risks: As for the trading of commodity derivatives, the operational @
can be gien within the authority specified in thanagement System for t
Trading of Commodity Derivativesf the Company. In case of excessive ma
volatility, actual impairments may arise from mandatory liquidation cause
failure in timely supplementing ¢ cash deposit. 3. Operational risks: Becs
futures and forward transaction are professional with high complexity, accig
losses may be incurred due to defects of information system or internal con
Credit risks: When the drastic fluctuatiorhigh is bad for the counterparty occurs
the price, the counterparty may violate related provisions of the Contract or
the Contract, incurring losses to the Company. 5. Legal risks: Losses are incy
the Company when the Contract cannot becated properly likely because relaf
l egal systems change or the count
control actions adopted by the Company: The Board of Directors has deliberat
approved theManagement System for the Trading Busir@sEoreign Exchang
Derivativesand theManagement System for the Trading of Commodity Derival
prescribing that the Company engages in derivative investment busines
hedging as main purpose and speculation and arbitrage transactions forbidel
system explicitly stipulates business operation principle, limits for examining
approving authority, internal audit process, responsible department and resp
person, information isolation measures, internal risk reporting system an
manag@ment procedure of the Company which conforms to related requireme
the supervision department and meets actual operation requirements. T

control measures stipulated are feasible and effective.

As regards the situatior
of market price or fair
value change of
products within the

reporting period of

invested derivative,

As regards the situation of market price ar falue change of products within t
reporting period of invested derivative, during analysis of fair value of deriva
specific use method and related assumption and parameter setting shall be di
The Company's investment in derivatives affethe amount of current profits a

losses during the reporting perioBMB 351.8 million. The Company carries o

valuation of the derivative investment as per the fair value and pricing of fo
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during analysis of fair
value of derivatives,

specific use method an
related assumption and
parameter setting shall

be disclosed.

exchange basically according to the price provided tairndd by the pricing servig
agency (such as bank and Reuters). The enterprise conducts measuren

confirmation of fair value monthly; The trading price of futures is the fair price.

Explanation on whethe
significant change
happens to specific
principle for accounting
policy and financial
accounting of the
Company's derivative
during the reporting
period compared to las

reporting period

Or the Company carries out the corresponding accounting treatment of the de
investment business in lingith related provisions and the corresponding guide
Accounting Standards for Business Enterprises No.-C@Zfirmation and
Measurement of Financial InstrumentdAccounting Standards for Busing
Enterprises No. 24Hedging Accounting Standards fd@usiness Enterprises No. -2
Transfer of Financial Assetéccounting Standards for Business Enterprises Ne
Presentation of Financial Instrumenfsom Ministry of Finance to reflect relate

items of balance sheet and income statement.

Independent dectors'
special opinions on
situations of the
Company's derivative
investment and risk

control

The derivative investment business implemented by the Company for the s
hedging is closely related to the Company's daily operation requirements, &g
with provisions of relevant laws and regulations and the Company establish
Management System for the Trading Business of Foreign Exchange Deriaatilf
the Management System for the Trading of Commodity Derivatindsstrengthen
risk managementind control, making for improving the Company's ability
withstand market risks without harm to the interests of the Company and

shareholders.
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5. Utilization of raised funds
(1) General usage of the raised funds

Unit: RMB 10,000

Total The
Total amount of Total proportion Amount
; Total raised |amount g of total Total of raised
Capit The total | amount of
o ) amount of| funds |accumulaj amount ol amount funds
al |Fundraisin| amount of | used raise( ) ) ) ) )
o ) i the usage| changing|ve raise{accumulaf of raiseq Use and allocation of unused raised fund] unused
raisin| g methods the raised| funds in . . .
raised fundy purpose |funds with ve raised{funds ng more
g yeal funds current ) o )
od input within the[purposes |funds with used than twag
erio
> reporting [changed | purposes years
period changed
Up to Dec. 31, 2019, the raised funds of R
Stocks 2.5378 million (interest income from raig
subject to funds and financing income) tempora
2016| nonpublic | 376,562.3 Q 377,633.8 0 0 0| 253.74deposited in the special account forraised f| 0
placement of the Company were about to be used fo
in 2015 Hengyi (Brunei) PMB Petrochemic&rojec
without change in raised funds
Up to Dec. 31, 2019, the raised funds of R
Issue shar - . . .
o bu 89.3013 million temporarily deposited in
; ) special account for raised funds of the Com
assets af
2019| | 291,091.1| 283,855.9| 283,855.9] 156,30( 156,30( 53.69% 8,930.1{were about to be used for the intelig O
raise
. upgrading and renovation project and
supporting _ . . . .
funds differential chemical fiber energyaving an
costreducing promotion and renovation projg
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Corporate

2019 99,55( 99,55( 99,55(

bonds

Total -- 767,203.4| 383,405.9 761,039.7¢ 156,30( 156,30( -- 9,183.9 --
Description of general usage of the raised funds

Upon approval by ZIXK [2016] No. 1320 document of China Securities Regulatory Commission and agreement by Shenzhen &igek thecGompal
carried out nofpublic placement of 316,666,666 RMB common stocksliAre) to the investors meeting the cond#ioT he funds of RMB 3,799,999,992.00 w
raised after the verification by Ruihua Certified Public Accounts (special general partnership). After the net amoust rEiskeohdy the Company this t
reached to RMB 3,765,623,325.33 after deduction obomiting and recommendation expenses and related issue expenses. By Dec. 31, 2019, the Cqg
used raised funds of RMB 3776.3381 million, wherein: the raised fund of RMB 333.2073 million was used in 2016, the daifeMB13208.4928 million w4
used in 2017 and the raised fund of RMB 234.6379 million was used in 2018. The fund raised in the current period washaddenfy (Brunei) PME
Petrochemical Project

Upon approval by ZJXK [2018] No. 1937 document of China Securities Regulatory i€siommand agreement by Shenzhen Stock Exchange, the Cq
carried out nofpublic placement of 213,768,115 RMB common stocksltare) to the investors meeting the conditions. The funds of RMB 2,949,999,987.
raised after the verification by Ruih@ertified Public Accounts (special general partnership). After the net amount of actual raised funds this time reach
2,910,911,218.99 after deduction of underwriting expenses of securities traders and related issue expenses. By DetheXloi2@Hay had used raised fund
RMB 2838.5598 million.

Upon approval by ZJXK [2018] No. 2141 document of China Securities Regulatory Commission and agreement by Shenzhen &igek tBrcBompa
carried out public issues of no more than RMB 3 bilbamporate bonds to qualified investors. The "19 Hengyi 01" was issued on Mar. 22, 2019. The raise
RMB 497.75 million after deduction of underwriting fee was used for repaying the Company's -hezmésg debt and supplementing the working edpfthe "1
Hengyi 02" was issued on May 31, 2019. The raised fund of RMB 497.75 million after deduction of underwriting fee was nepegifior the Company
interestbearing debt and supplementing the working capital.
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(2) Commitment project conditions of raised funds

Unit: RMB 10,000

Whether th Accumulati
: Total Date of the
projects Total Investment ve Investment] i Incomes |\Whether
) : : ) amount of . project to : Whether il :
Commitment investment projghave beg commitment| amount in | investment] progress aj realized ) the projeq
i i ) i investment reach the| achieves o
and investmentlirection of [changed investment the amount up the end of . within the feasibility
) i ] after ) i anticipaed ) expected
superraised fund (including amount of : reporting |to the end ¢ the period : reporting . |has greatl
) i adjustment ) ) serviceabld ) benefits
partial raised funds period the period| (3)= (2)/(1) . period changed
Q) condition
changes) (2)
Commitment investment projects
Hengyi Brunei PME Not Not
9y . ( _) No 376,562.33 376,562.3 0.00 377,633.8| 100.28% | Nov. 2019 ) , No
Petrochemical Project applicablg applicable
) | Partial
Upgrading and reconstructi )
i . . . conversion
project of differential function No more thai ) ) Not Not
. . No 93,500.00 93,647.49 93,647.49 100.16% | into fixed . , No
fiber with an annual output 93,500.00 .| applicablg applicablg
assets in
500,000 tons
May 2019
i ) Not higher
Intelligent upgrading and Not Not Not
. ) No than 28,170.0 21,815.55 21,8155 77.44% . ) , No
renovation project applicable| applicable applicablg
28,170.00
Differential chemical fibe
energysaving and costeducing No more thai Not Not
) ; No 8,500.00| 8,399.34| 8,399.34| 98.82% | May 2019 ) , No
promotion and  renovatiq 8,500.00 applicablg applicable
project
Upgrading and reconstructi
i ) ] No more thai Not Not Not
project of environmentriendly Yes 416.05 416.05 416.05 | 100.00% ) ) ) No
) ) . 141,500.00 applicable| applicable applicablg
functional fiber with an annu
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output of 250,000 tons

Intelligent upgrading and No more that Not Not Not
. . Yes 5,283.95| 3,253.35| 3,253.35| 61.57% . _ _ No
renovation project 20,500.00 applicable| applicable applicablg
Subtotal of committed
) _ -- 668,732.33| 512,432.3| 127,531.7{ 505,165.5 -- - -- --
investment project
Investmendirection of superaised fund
Not applicable
Total -- 668,732.33| 512,432.3| 127,531.7{ 505,165.5 -- - -- --

Conditions and main reas(
about designed schedule fail
or anticipated incomes (on

basis of the specific projects)

Significant changes of proje
feasibility

Not applicable

fund
service and service progr
conditions

Superraised amoulr

Not applicable

Investment proje
implementation sites changeg
raised funds

Not applicable

Investment
implementation

proje
metho
adjustment of raised funds

Not applicable

Advance input and replacem
of raised funds investmg

project

Applicable

On Feb. 1, 2019, "the proposal about use of partial raised funds for replacemenheégiment equity investment projec|
self-raised funds and paid commission and relevant taxes" was deliberated and passed’ ahémeir of the 10 Board of
Directors of the Company, on which it's agreed to use raised funds of RMB 1,147,288,319.73 to rejifaestprent equity
investment project seffaised funds and paid commission and relevant taxes. ThHevestment equity investment project
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self-raised funds reached to RMB 1,141,188,319.73; The commission and related taxes paid in advance by the Compari
selfowned funds reached to RMB 6,100,000.00.

On Jun. 18, 2019, the Company held th8 B@eting of the 10 Board of Directors on whit "the proposal about using the
raised funds to replace the pneestment equity investment project sefsed funds" was deliberated and approved and it's 4
to use the raised funds of RMB 331,666,503.97 to replace thisvagtment equity investme project selfraised funds.

Use of idle funds to temporar
replenish working capital

Not applicable

The amount and causes of
balances of raised funds
project implementation

Not applicable

Use and allocation of unug
raised funds

Up to Dec. 31, 2019, the raised funds of RMB 89.3013 million temporarily deposited in the special account for raisg
the Company were about to be used for the intelligent upgrading and renovation project and the differential chemical fibg
energysaving and costeducing promotion and renovation project.

oth
rais

Existing problems or

conditions during the

funds use and disclosure

Not applicable
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(3) Change project conditions of raised funds

Unit: RMB 10,000

Date of
Inco
the
Actual _ mes (Whet|
Total Investmel| project Significant
Actual | accumulat realiz| her it
amount of| t progresg to reach | change
Correspong _ investmen ve ed |achie
estimated at the enq the happens t
Changed | ng original| _ amount inf investmen ~ |withi| ves
_ _ investing of the [anticipat feasibility
project promissory the amount up n thelexped
_ and raising . period ed of change
project reporting | to the end ~ |repor{ ted _
funds after (3)= |[serviced project or
period of the ing [benef
change (1 _ (2)/(2) ble ] not
period (2) perio| its
conditio
d
n
Construction [Promotion
project  withand
annual outpyrenovation
of 1 milion|project an Not | Not | Not
Not
tons olintelligent | 75,600.00| 75,600.00 75,624.20] 100.03%|applicabl appli| appli _
o . applicablg
intelligent upgrading e cable| cable
environmental|and
functional renovation
fibers project with
annual
output o
Purchasing [0.25 million
100% equitiejtons 0
, Not | Not | Not
from Hangzhoyenvironmen _ _ | Not
, 80,700.00( 80,700.00, 80,700.00 100% |applicab|appli| appli .
Yijing t-friendly applicablg
) e cable| cable
Chemical Fibe{functional
Co., Ltd. fibers
(Taicang
Yifeng )
Total - 156,300.0(156,300.0( 156,324.2 -- - -- --

Change reasons, decisiamaking

To improve the service efficiency of raised funds, the Company h
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project)

procedures and information disclosure

conditions (on the basis of the specifig

to the new project on Apr. 220109.

the 19th meeting of the 10th Board of Directors on whicPttoposal
of Changing Purpose of Partial Raised Funds and Related Trans
was deliberated and approved, using the raised fund for the upgr
and renovation project (Phase Il) and intelligepgrading and

renovation project (Taicang Yifeng) with annual output of 0.25 mil
tons of environmentriendly functional fibers was cancelled and th¢

remaining raised funds of such projects were determined to be in

projects)

Conditions and main reasons about
designed schedule failure or anticipate

incomes (on the basis of the specific

Not applicable

after change

Significant changes of project feasibilif

Not applicable

VI. Major Assets and Equity Sales

1. Major assets sales

No major assets sales in the reporting period of the Company
2. Major equity sales

No major equity sales in the reporting period of the Company
VII. Analysis of Major Subsidiaries and Investees

Major subsidiaries and joint-stock companies with a net profit impact of over 10%.

Unit: RMB 10,000

Company | Company] Main [Registere: Operating | Operating .
) ) Total assety Net assety i Net profit
name type |businesy -capital income profit
Hengyi
Petrochemil Subsidiary DTY | 300,000| 2,982,001.| 754,556.8/3,437,185.3 79,227.2| 76,131.7
al Co., Ltd.
. uUsD
Zhejiang o
Yishen Subsidiary PTA | 500.4248 1,538,794.9 764,756.7|3,261,678.7| 186,283.9| 141,436.
g million
Ningbo o
Henayi Subsidiaryy PTA 2,000 288,696.2 83,623.]1,739,584.1] 51,855.9] 44,838.3

64




2019 Annual Report of Hengyi Petrochemical Co., Ltd.

Trading
Yisheng |Joint stock
PTA | 201,800 1,638,895.00 691,197.7/3,901,448.9 131,991.8| 116,523.8
Investment company,
Hainan |Joint stocl
) PTA | 358,000| 1,054,119.4 368,217.2(1,976,267.3 71,470.1{ 55,963.7
Yisheng | company
PET
Hengyi - chip,
Subsidiary, 28,074 321,563.6| 99,032.1] 474,801.5| 13,936.5{ 13,139.9
Polymer POY,
etc.
PET
Hengyi . chip,
. Subsidiary, 275,725| 1,118,128.8 491,569.1|1,182,134.7| 39,921.6] 38,487.0
High-Tech POY,
etc.
Hengyi -
Subsidiary CPL | 120,000| 609,409.6| 223,961.0 504,775.0[ 31,832.1| 23,978.9
Caprolactan
Investmd
Hong Kong - USD1509
. T|Subsidiary nt and . 1,332,471.5 714,125.00 176,319.3| 25,028.} 25,050.0
Tianyi 5 million
trade
Hengyi . ) USD 1
.| Subsidiary Refinery| 3,849,378.6/ 768,303.7|1,016,837.1 77,184.7] 77,056.5
Brunei billion
China Joint stoclFi .
oint stockFinancia
Zheshang _ 2,126,869180,078,586,12,802,766| 4,636,390./1,465,188.{1,314,298.
company| industry
Bank
Jiaxing -
Yipeng Subsidiary FDY | 250,000| 385,836.5| 256,090.8) 323,627.{ 9,702.3] 7,069.4
Taicang .
Yifeng Subsidiary POY | 77,100 226,486.3| 105,160.2] 267,872.5( 18,416.5] 13,535.
Shuangtu POY,
New SubsidianyFDY, 60,000 398,203.4| 191,891.4 763,231.9| 30,470.{ 22,700.3
Materials chip
FDY,
Hangzhou . |POY,
Subsidiary, 100,000| 239,504.4| 101,173.3] 513,070.| 13,398.9{ 10,054.1
Yijing DTY and
chip
Acquisition and dis posal of subsidiaries during the reporting period

Company name

Method of acquisition and disposal of

subsidiaries duringhe reporting period

Hangzhou Yijing Chemical Fiber Co., Ltd.

Acquis

ition

Hong Kong Hengyi Logistics Co., Ltd.

Establishment

Hengyi International Logistics Co., Ltd.

Establishment
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Method of acquisition and disposal of
Company name e . , .
subsidiaries duringhe reporting period

Zhejiang Yizhi Information Technology Co., Ltd Establishment

Haining Junboshengming Trade Co., Ltd. Establishment

Major holding companies and joint stock companies

(1) Hengyi Petrochemical Co., Ltd.

The Company directly held 99.72% equities of Zhejiang Hengyi Petrochemical Co., Ltd.
(actually holding 100% equds). The registered capital of Zhejiang Hengyi Petrochemical Co., Ltd.
is RMB 3 billion and the Company's business scope is production, processing sales of chemical
fiber and chemical raw material (excluding hazardous articles); export and import business
operation. The elasticizing ability of the Company reaches to 0.35 million tons.

(2) Zhejiang Yisheng

The Company holds 70% shares of Zhejiang Yisheng Petrochemical Co., Ltd. by Zhejiang
Hengyi Petrochemical Co., Ltd. The registered capital of Zhejiasieng is USD 500.4248
million and the Company's business scope is as follows: production of PTA and sales of
self manufactured products. The Company has four big PTA production lines and its actual capacity
reaches to 5.5 million tons/year now.

(3) Ningbo Hengyi Trading

The Company holds 70% shares of Ningbo Hengyi Trading Co., Ltd. by Zhejiang Hengyi
Petrochemical Co., Ltd. The registered capital of Ningbo Hengyi is RMB 20 million and the
Company's business scope is as follows: Wholesale @edaws chemicals (bills trade) (For details
of the business scope, see YLAJ (2018) OB84iness License of Hazardous Chemic@perating
within the validity period of the license). Wholesale and retail of chemical materials and products;
Selfsupport ad agent goods of export or import business of technologies (excluding goods and
technologies which are limited to operatethg Companyr are prohibited to import/export).

(4) Yisheng Investment

The Company holds 30% shares of Dalian Yisheng Invest@entLtd. by Zhejiang Hengyi
Petrochemical Co., Ltd. The registered capital of Yisheng Investment is RMB 2.018 billion and the

Company's business scope is as follows: project investment, domestic general trade, import and
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export of goods, import and expaf technologies and trade agency.

(5) Hainan Yisheng

The Company holds 42.5% shares of Hainan Yisheng by Zhejiang Hengyi Petrochemical Co.,
Ltd. The registered capital of Hainan Yisheng is RMB 3.58 billion and the Company's business
scope is as followgproduction and sales of PTA and PTA capacity reaches to 2 million tons/year.

(6) Hengyi Polymer

The Company holds 53.43% shares of Zhejiang Hengyi Polymer Co., Ltd. by Zhejiang Hengyi
Petrochemical Co., Ltd. (actually holding 60% equities). The registered capital of Hengyi Polymer
is RMB 280.74 million and the Company's business scope is produptimegssing and sales of
PET chip, POY yarn, chemical fiber material, textile fabric and clothing. Since the Company took
the lead in investing the domestic melt direct spinning production line in China in May 2001, it has
the polymerizing power of 0.6 midin tons now.

(7) Hengyi High-Tech

The Company holds 90.67% equities of Zhejiang Hengyi Higbh Materials Co., Ltd. by
Zhejiang Hengyi Petrochemical Co., Ltd. Hengyi Hibgch's business scope is as follows:
production, processing and sales of PET cR@Y yarn, FDY yarn and chemical fiber material;
operating the export business of selinufactured products and technologies of the enterprise and
import business of selise products and technologies (except for items forbidden or restricted by
nationallaws and regulations); other legal items not requiring approval.

(8) Hengyi Caprolactam

The Company holds 50% equities of Zhejiang Baling Hengyi Caprolactam Co., Ltd. by
Zhejiang Hengyi Petrochemical Co., Ltd. The registered capital of Zhejiang BalamgyiH
Caprolactam is RMB 1.2 billion and the Company's business scope is as follows: Preparing to build
the project of producing downstream products and chemical materials generated from caprolactam,
cyclohexane, cyclohexanone, cyclohexanol, ammoniumteul&dium carbonate, sulfuric acid,
hydrogen peroxide and other benzene hydrogenation. The CPL capacity of the Company is 0.4
million tons/year.

(9) Hong Kong Tianyi
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The Company holds 100% equities of Hong Kong Tianyi International Holding Co., Ltd. by
Zhejiang Hengyi Petrochemical Co., Ltd. The registered capital of Hong Kong Tianyi is USD
1.5095 billion and the Company's business scope pertains to investment and trading.

(10) Hengyi Bruneian

The Company holds 70% equities of Hengyi Industries Sdn BhdHong Kong Tianyi
International Holding Co., Ltd. The registered capital of Hengyi Brunei is USD 1 billion and the
Company's business scope is as follows: Oil refining. After completion, the Company will get the
crude oil processing design capacity ah8lion tons/year with annual production capacity of main
products being 1.5 million tons of PXs, 0.5 million tons of benzenes and above 5 million tons of
gasoline, diesel and kerosene products.

(11) China Zheshang Bank (CZBank)

The Company holds 748,9@283 shares of CZBank by tlubsidiary- Zhejiang Hengyi
Petrochemical Co., Ltd. and the indirect subsididngjiang Hengyi HighTech Materials Co., Ltd.,
accounting for 3.52% of general capital of CZBank. Business scope: Operation of financial service
(refer to the approval by China Banking and Insurance Regulatory Commission for the scope). The
Company was officially established in 2004 and is one of 12 nationalgtwiok commercial banks
approved by China Banking and Insurance Regulatory CommisSitBank got listed in the main
board market of The Stock Exchange of Hong Kong Ltd. on March 30, 2016 with the stock code:
02016.HK; It got listed at Shanghai Stock Exchange on Nov. 26, 2019 with stock code: 601916.SH

(12) Jiaxing Yipeng

The Company hold$00% equities of Jiaxing Yipeng Chemical Fiber Co., Ltd. The registered
capital of Jiaxing Yipeng is RMB 2.5 billion and the Company is mainly engaged in production and
sales of polyester filament yarn and fiber PET chips whose main products includeneDfi e
PET chip.

(13) Taicang Yifeng

The Company holds 100% equities of Taicang Yifeng Chemical Fiber Co., Ltd. The registered
capital of Taicang Yifeng is RMB 771 million and the Company is mainly engaged in production

and sales of polyester filameydrn and fiber PET chips whose main products include POY and
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