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Important Notice

The board of directors, the board of supervisors, directors, supervisors and senior management
of China Petroleum & Chemical Corporation (“Sinopec Corp.”) warrant that there are no false
representations, misleading statements or material omissions in this announcement, and jointly
and severally accept full responsibility for the authenticity, accuracy and completeness of the

information contained in this announcement.

This announcement is a summary of the annual report of Sinopec Corp. for the
year ended 31 December 2017 (the “Annual Report™). The full Annual Report
was published on the websites of The Stock Exchange of Hong Kong Limited
(“Hong Kong Stock Exchange”) (www.hkexnews.hk) and Sinopec Corp.
(www.sinopec.com). Investors should read the Annual Report for more details.

The Annual Report has been approved unanimously at the 17th Meeting of the Sixth Session
of the Board of Directors of Sinopec Corp. No Director has any disagreement as to, or the
inability to warrant, the authenticity, accuracy and completeness of the Annual Report.

The annual financial statements for the year ended 31 December 2017 (the “reporting period”)
of Sinopec Corp. and its subsidiaries (together, the “Company”) prepared in accordance with
the China Accounting Standards for Business Enterprises (“ASBE”) and International Financial
Reporting Standards (“TFRS”) have been audited by Pricewaterhousecoopers Zhong Tian LLP
and Pricewaterhousecoopers respectively. Both firms have issued standard unqualified auditor’s

reports.

Mr. Dai Houliang, Vice Chairman and President, and Mr. Wang Dehua, Chief Financial
Officer and Head of the Financial Department warrant the authenticity and completeness of the

financial statements contained in the Annual Report.

1=



2. Basic Information about Sinopec Corp.

2.1 Basic information of Sinopec Corp.

Stock name SINOPEC CORP  SINOPEC CORP  SINOPEC CORP  SINOPEC CORP
Stock code 00386 SNP SNP 600028
Place of listing Hong Kong New York London Shanghai
Stock Exchange Stock Exchange Stock Exchange Stock Exchange
2.2 Contacts of Sinopec Corp.
Secretary to the Representative on
Authorised representatives Board of Directors Securities Matters
Name Mr. Dai Houliang Mr. Huang Wensheng ~~ Mr. Huang Wensheng ~ Mr. Zheng Baomin
Address 22 Chaoyangmen North Street, Chaoyang District, Beijing, China
Tel 86-10-5996 0028 86-10-5996 0028 86-10-5996 0028 86-10-5996 0028
Fax 86-10-5996 0386 86-10-5996 0386 86-10-5996 0386 86-10-5996 0386
E-mail ir@sinopec.com



3  Principal Financial Data and Indicators

3.1 Principal Financial Data and Indicators Prepared in Accordance with China
Accounting Standards for Business Enterprises (“ASBE”) for the year ended 31
December 2017 of the Company

Asat Asat Changes from Asat
31 December 31 December the end of the 31 December
2017 2016 last year 2015
Items RMB million RMB million % RMB million
Total assets 1,595,504 1,498,609 6.47 1,447,268
Total equity attributable to
shareholders of the Company 727,244 712,232 2.11 677,538
Year ended 31 December
Changes over
the same period
2017 2016 of last year 2015
Items RMB million RMB million % RMB million
Net cash flow from
operating activities 190,935 214,543 (11.00) 165,740
Operating income 2,360,193 1,930,911 22.23 2,020,375
Net profit attributable to equity
shareholders of the Company 51,119 46,416 10.13 32,281
Net profit attributable to equity
shareholders of the Company
after deducting extraordinary
gain/loss items 45,582 29,713 53.41 28,901
Weighted average return on 7.14 6.68 0.46 percentage 5.07
net assets (%) points
Basic earnings per share (RMB) 0.422 0.383 10.18 0.267
Diluted earnings per share (RMB) 0422 0.383 10.18 0.267



3.2 Principal Financial Data and Indicators Prepared in Accordance with International
Financial Reporting Standards (“IFRS”) for the year ended 31 December 2017 of the

Company
Year ended 31 December
2017 2016 2015 2014 2013
Items RMB million RMB million RMB million RMB million RMB million

Turnover and other operating revenues 2,360,193 1,930,911 2,020,375 2,827,566 2,881,928

Operating profit 71,470 77,193 56,822 73,439 96,763
Profit before taxation 86,697 80,151 56,411 65,818 05,444
Net profit attributable to owners

of the Company 51,244 46,672 32,512 46,639 66,348
Basic earnings per share (RMB) 0.423 0.385 0.269 0.399 0.571
Diluted earnings per share (RMB) 0.423 0.385 0.269 0.399 0.536
Return on capital employed (%) 8.26 7.30 523 6.06 8.03
Return on net assets (%) 7.06 6.56 4.81 7.84 11.62
Net cash generated from operating

activities per share (RMB) 1.577 1.772 1.371 1.267 1.305

As at 31 December
2017 2016 2015 2014 2013

Items RMB million RMB million RMB million RMB million RMB million
Non-current assets 1,066,455 1,086,348 1,113,611 1,094,035 1,012,703
Net current liabilities 50,397 73,282 129,175 242,892 197,440
Non-current liabilities 163,168 181,831 196,275 201,540 189,485
Non-controlling interests 126,770 120,241 111,964 54,348 54,691
Total equity attributable to the owners

of the Company 726,120 710,994 676,197 595,255 571,087
Net assets per share (RMB) 5.997 5.873 5.585 5.033 4.899
Adjusted net assets per share (RMB) 5.868 5.808 5.517 4.969 4.860



4. Changes in Share Capital and Shareholdings of the Principal Shareholders

4.1

4.2

(1)

Changes in the share capital

There is no change on the number and nature of shares of Sinopec Corp. during the reporting period.

Number of shareholders and their shareholdings

As of 31 December 2017, the total number of shareholders of Sinopec Corp. was 508,659
including 502,590 holders of domestic A shares and 6,069 holders of overseas H shares.
As of 28 February 2018, the total number of shareholders of Sinopec Corp. was 496,137.
Sinopec Corp. has complied with requirement for minimum public float under the Hong

Kong Listing Rules (the “Hong Kong Listing Rules”).
Shareholdings of top ten shareholders

The shareholdings of top ten shareholders as of 31 December 2017 are listed as below:

Unit: Share
Percentage of Total shares subject
Nature of shareholdings number of Changes of to pledges
Name of shareholders Shareholders % sharesheld ~ shareholding! or lock-up
China Petrochemical Corporation State-owned Share 70.86  85,792,671,101 0 0
HKSCC Nominees Limited’ H Share 20.96  25,379,806,872 153,819 Unknown
PR e AR R A A Share 275 3331730143 1,470,304,825 0
HKSCC Nominees Limited A Share 033 400,982,945 39,831,541 0
R ES A A RELAT A Share 027 322037900 0 0
RILEFRMHARAH A Share 007 88458695 17,261,400 0
B TR b RES03E S
Gl Gee Gemide s A Share 007 80551930 2,693,300 0
RO ARAF-ESEEE
Eiipid e T A Share 006 68970054 23,033,290 0
BRER AR ARAT A Share 0.05 54884077 (76,251,129) 0
2EMREE——HAS A Share 0.04 54,190,722 54,190,722 0

Note 1: As compared with the number of shares held as of 31 December 2016.

Note 2: Sinopec Century Bright Capital Investment Limited, an overseas wholly-owned subsidiary
of China Petrochemical Corporation, holds 553,150,000 H shares, accounting for 0.46% of
the total issued share capital of Sinopec Crop. Those shareholdings are included in the total
number of the shares held by HKSCC Nominees Limited.



Statement on the connected relationship or acting in concert among the above-mentioned

shareholders:

We are not aware of any connected relationship or acting in concert among or between the

above-mentioned shareholders.

(2) Information disclosed by the shareholders of H shares in accordance with the
Securities and Futures Ordinance (SFO)

Approximate
percentage
Number of of Sinopec

shares interests held ~ Corp.’s issued

or regarded as held share capital
Name of shareholders Status of shareholders (H Share) (H Share)
(%)
BlackRock, Inc. Interest of corporation controlled by 2,280,210,944(L) 8.94(L)
the substantial shareholder 4,080,000(S) 0.02(S)
JPMorgan Chase & Co. Beneficial owner 463,731,470(L) 1.82(L)
226,733,320(S) 0.89(S)
Investment manager 17,001,962(L) 0.07(L)
Trustee (exclusive of passive trustee) 20,400(L) 0.00(L)
Custodian corporation/ 984,349,338(L) 3.86(L)

approved lending agent

Schroders Plc. Investment manager 1,278,173,372(L) 5.01(L)

(L): Long position, (S): Short position
4.3 Changes in the controlling shareholder and the de facto controller

There was no change in the controlling shareholder and the de facto controller of Sinopec
Corp. during the reporting period.

Diagram of the equity and controlling relationship between Sinopec Corp. and its de

facto controller

China Petrochemical
Corporation

71.32%*

Sinopec Corp.

*: Inclusive of 553,150,000 H shares held by Sinopec Century Bright Capital Investment
Ltd. (overseas wholly-owned subsidiary of China Petrochemical Corporation) through

HKSCC Nominees Limited.



Business Review and Prospects

Business Review

In 2017, global economy recovered gradually, while China maintained stable and favourable
economic growth with gross domestic product (GDP) up by 6.9%. International oil prices
fluctuated and climbed from the low level, and domestic natural gas demand increased rapidly.
With fast development of independent refineries, domestic oil products market witnessed strong
competition. Demand for chemicals grew steadily, and China’s environmental regulations
became more stringent. The Company actively addressed market changes through a focus on
the improvement of assets quality and profitability, as well as operation upgrades. We pressed
ahead with measures for specialised business development, market-oriented operation and
overall coordination. Following the supply-side structural reform, we focused on optimisation,
cost reduction, market expansion, structural adjustment, reform promotion, foundation building
and risk management, coordinating all aspects of our work, which helped deliver solid operating

results.
5.1 Market Review

(1) Crude Oil & Natural Gas Market
In 2017, international crude oil prices fluctuated at low level among the first three
quarters, and rapidly went up in the 4th quarter. The average spot price of Platt’s Brent
for the year was USD 54.19 per barrel, up by 23.9% from the previous year. Along
with the adjustments of China’s energy structure, domestic demand for natural gas
became robust. Domestic apparent consumption of natural gas reached 237.3 billion

cubic meters, up by 15.3% year on year.
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Refined Oil Products Market

In 2017, domestic demand for refined oil products maintained its growth while market
supply was in surplus. According to the statistics, apparent consumption of refined oil
products (including gasoline, diesel and kerosene) was 306 million tonnes, up by 6.6%
from the previous year, with gasoline up by 10.1% and kerosene up by 11.7%, and
diesel made a turnaround, up by 2.9%. Prices for domestic refined oil products were
adjusted in line with international oil prices trend. In 2017, the government made 17

times of price adjustments with 11 increases and 6 decreases.

Chemical Products Market

In 2017, domestic demand for chemicals grew fast. According to our statistics,
domestic consumption of ethylene equivalent was up by 11.3% from the previous year,
and the apparent consumption of synthetic resin, synthetic fibre and synthetic rubber
rose by 8.6%, 5.0% and 6.4%, respectively. Domestic average chemical product prices
increased compared with the previous year, in line with movements of international

chemical product prices.

5.2 Production & Operations Review

ey

Exploration and Production

In 2017, faced with low oil prices, we constantly strengthened measures to increase
proved reserves and rein in development costs, which helped achieving better results.
We gave priority to high-efficiency exploration activities and made new discoveries
in the Xinjiang Tahe Basin and the Sichuan Basin. The Company’s newly added
proved reserve reached 462.73 million barrels of oil equivalent, with crude oil reserve
replacement ratio reaching 116.0%. In crude oil development, we constantly adopted
a profit-oriented approach, deepened structural adjustment, focused on cost control,
reduced natural decline rate and ensured steady production. In natural gas development,
we actively pushed forward capacity building in Hangjinqi of Nei Mongol and
Dongpo of west Sichuan, and completed 10 bem(billion cubic meter) per year shale
gas capacity building in Fuling. The Company’s production of oil and gas was 448.79
million barrels of oil equivalent, with domestic crude production down by 3.2% from

the previous year and natural gas production up by 19.1%.

Summary of Operations for the Exploration and Production Segment

Change from
2017 2016 2015 2016t02017 (%)

Oil and gas production (mmboe) 448.79 431.29 471.91 4.1
Crude oil production (mmbbls) 293.66 303.51 349.47 3.2)
China 248.88 253.15 296.34 1.7)
Overseas 44,78 50.36 53.13 (11.1)

Natural gas production (bcf) 912.50 766.12 734.79 19.1



2

Refining

In 2017, with the market-oriented approach, we optimised product mix to produce
more gasoline and jet fuel, and the production volume of high-value-added products
have been further increased, with the diesel-to-gasoline ratio further declined to 1.17.
The Company actively promoted refined oil products quality upgrading, the GB V
standard diesel quality upgrading completed, and advanced the refined oil products
quality upgrading of GB VI standard. We adapted to market changes by taking full
advantages of our integrated business, and moderately increasing export volume of
refined oil products. We comprehensively optimised our production plans to ensure
safe and reliable operations. The advantages of centralised marketing took full play,
and profitability of LPG, asphalt and other products were further improved. In 2017,
the Company processed 239 million tonnes of crude, up by 1.3% from the previous
year, and produced 151 million tonnes of refined oil products, with gasoline up by 1.2%

and kerosene up by 5.5% from the previous year.

Summary of Operations for the Refining Segment

Unit: million tonnes

Change from

2017 2016 2015 2016 to 2017 (%)

Refinery throughput 238.50 235.53 236.49 13
Gasoline, diesel and kerosene production 150.67 149.17 148.38 1.0
Gasoline 57.03 56.36 53.98 12
Diesel 66.76 67.34 70.05 0.9
Kerosene 26.88 2547 24.35 5.5
Light chemical feedstock production 38.60 38.54 38.81 0.2
Light product yield (%) 75.85 76.33 76.50 (0.48) percentage
points

Refinery yield (%) 94.88 94.70 9475  0.18 percentage
points

Note: Includes 100% of the production of domestic joint ventures.



(3) Marketing and distribution
In 2017, confronted with stronger competition, the Company brought our advantages
in integrated business and distribution network into full play, optimised internal and
external resources, intensified market efforts and achieved sustained growth in both
total sales volume and retail scale. We innovated operational models, optimised layout
of service stations, and expedited revamping of storage and transportation facilities
of refined oil products to further improve our distribution network. In addition, we
proactively promoted and cultivated vehicle natural gas business. In 2017, the total
sales volume of oil products was 199 million tonnes, of which domestic sales accounted
for 178 million tonnes, up by 2.9% year on year. We strengthened self-owned brand
development and marketing, and non-fuel business maintained its rapid growth with

increased scale and profits.

Summary of Operations for the Marketing and Distribution Segment

Change from
2017 2016 2015 2016 to 2017 (%)
Total sales volume of oil products
(million tonnes) 198.75 194.84 189.33 2.0
Total domestic sales volume of
oil products (million tonnes) 17776 172.70 171.37 29
Retail sales (million tonnes) 121.56 120.14 119.03 1.2
Direct sales and distribution
(million tonnes) 56.20 52.56 52.34 6.9
Annual average throughput
per station (tonne/station) 3,969 3,926 3,896 1.1
Change from
the end of the
previous year to
the end of the
31 December 31 December 31 December reporting period
2017 2016 2015 (%)
Total number of service stations
under the Sinopec brand 30,633 30,603 30,560 0.1
Number of company-operated stations 30,627 30,597 30,547 0.1
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(4) Chemicals
In 2017, the Company continued the “basic and high-end” chemical business
development concept to promote effective supply. We fine-tuned chemical feedstock
mix to lower costs, optimised product mix and increased high-value-added products
production based on the customer demand. We optimised production and operation
based on market conditions and intensified dynamic modelling and monitoring of
profit to increase profitability. Ethylene output was 11.61 million tonnes, up by 5.0%
from the previous year. The Company intensified its efforts to enhance research and
development, production, marketing and sales of new high-value-added products. Our
differential ratio of synthetic fibre reached 89.0% and the specialty and new products
as a percentage of synthetic resin reached 63.0%. By fully exerting our network
advantage, implementing precision marketing and further expanding the market, our
full-year chemical sales volume increased by 12.2% from the previous year to 78.5

million tonnes, marking a historic record.

Summary of Operations for the Chemicals Segment

Unit: thousand tonnes

Change from

2017 2016 2015 2016 to 2017 (%)

Ethylene 11,610 11,059 11,118 5.0
Synthetic resin 15,938 15,201 15,065 4.8
Synthetic rubber 848 857 843 (1.1)
Synthetic fiber monomer and polymer 9,439 9,275 8,994 1.8
Synthetic fiber 1,220 1,242 1,282 (1.8)

Note: Includes 100% of the production of domestic joint ventures.
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(6)

Research and Development

In 2017, the Company pushed ahead with its innovation-driven strategy, deepened
reform of R&D mechanism, and accomplished notable results driven by R&D
progresses. In upstream business, further breakthroughs in geological evaluation and
exploration technologies of deep carbonate and deep shale gas reservoirs underpinned
the growing resources base of Shunbei oilfield and south Sichuan as well as discoveries
of new formations in Sichuan Basin. We improved development technologies for
Tahe fractured-vuggy carbonate reservoir, bringing down the natural decline rate. In
refining, our demonstration unit of fluidised bed residue hydro-treating achieved long-
cycle operation at its full capacity, and we completed the industrial test of super solid-
acid C5 and C6 isomerisation technology. In chemicals, the syngas to ethylene glycol
demonstration unit ran smoothly, and we accomplished commercial production of low-
volatility polypropylene for automobile use and high-transparency & low-extraction
polypropylene. Our on-line trading platform developed rapidly, as a result of the
integration of IT application and industrialisation. In 2017, the Company filed 5,876
patent applications at home and abroad, 3,640 patents granted. The Company also
won two first prizes and one second prize in the National Scientific and Technological
Progress Awards, two second prizes in the National Technology and Innovation

Awards, and eight excellent patent awards in China’s Patent Award competition.

Health, Safety and the Environment

In 2017, the Company pressed ahead the formation of a long-term safe production
scheme, strengthened safety measures at basic levels to control risks and remove
potential hazards in all aspects. We promoted on-site safety supervision and
management to continuously improve our safety management level. The Company
actively implemented its green and low-carbon strategy to integrate energy
conservation, emissions cutting and carbon reduction. We comprehensively
strengthened environmental risk and air pollution control, steadily pushed forward our
“Efficiency Doubling Plan”, continuously consolidated our carbon asset management,
and accomplished all emissions reduction targets. For more detailed information, please

refer to our Communication on Progress for Sustainable Development.

—12 -
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Capital Expenditures

In 2017, focusing on quality and profitability of investment, the Company continuously
optimised its investment projects. Total capital expenditures were RMB 99.384 billion.
Capital expenditures for the exploration and production segment were RMB 31.344
billion, mainly for Fuling shale gas and Hangjinqgi natural gas field development
projects, Shengli and Northwest crude development projects, LNG terminals in Tianjin,
Wen-23 gas storage and phase I of Xinjiang gas pipeline, as well as overseas projects.
Capital expenditures for the refining segment were RMB 21.075 billion, mainly for
Zhongke Refining and Petrochemical project, adjustments in the product mix of
Zhenhai and Maoming refineries, and gasoline and diesel GB VI quality upgrading
projects. Capital expenditures for the marketing and distribution segment were RMB
21.539 billion, mainly for construction of service stations and refined oil product
pipelines, depots and storage facilities. Capital expenditures for the chemicals segment
were RMB 23.028 billion, mainly for Zhongke Refining and Petrochemical project,
phase II of Hainan high-efficiency and environment-friendly aromatics project, Gulei
and Zhong’an projects, acquisition of interest in Shanghai SECCO, as well as projects
regarding resource comprehensive utilisation and product structure adjustments. Capital
expenditures for the corporate and others segment were RMB 2.398 billion, mainly for

R&D facilities and information technology application projects.

5.3 Business Prospects

@

2

Market Outlook

Looking ahead to 2018, we expect world economy continuing to recover, and China’s
economy would maintain steady growth. Meanwhile, the constant stream of reform
measures by Chinese government to revitalise its substantial economy, the further
development of the Belt and Road Initiative, the synergic development of Beijing-
Tianjin-Hebei and the growth along Yangtze River Economic Belt will bring up
demand for refined oil products and petrochemicals. Natural gas as clean energy will
see rapid growth with structural adjustment of domestic energy mix. International oil

price in 2018 is expected to maintain its stabilising momentum.

Operations

In 2018, the Company will persist with our objective of progressing at a steady pace
to continually focus on growth stabilisation, adhere to the principle of quality first and
profitability prioritised. The Company will deepen the supply-side structural reform as
main direction to further implement the operation objectives of reform, management,
innovation and development, to fully improve operational performance. We will

undertake the following work during the year:

— 13—



Exploration and Production: We will maintain high-efficiency exploration and
profitable production activities to continually increase proved reserve and expand
resource base. In oil development, we will enhance refined reservoir characterisation,
deepen the structural adjustments of mature fields, control natural decline rate, lower
operational cost and improve economic recovery rate. In natural gas development,
we will keep advancing key projects for capacity construction, optimise production
and marketing operations, and promote the coordinated development along the value
chain. In 2018, we plan to produce 290 million barrels of crude oil, of which overseas
production will account for 41 million barrels. We plan to produce 974.1 billion cubic

feet of natural gas.

Refining: We will comprehensively optimise our production plans along with market
changes to consolidate the competitive advantage of refining business. We will
continue to adjust our product structure by further lowering the diesel-to-gasoline ratio
and increasing the production of naphtha and jet fuel. The quality upgrading of GB VI
standard refined oil products will complete on time with strengthened coordination.
We will fine-tune crude oil procurement and resource allocation to reduce procurement
cost. We will optimise our marketing mechanism to enlarge the trading volume of
other refined oil products. In 2018, we plan to process 239 million tonnes of crude and

produce 152 million tonnes of refined oil products.

Marketing and Distribution: We will intensify our marketing strategy of balancing
profits and volume by optimising resources allocation and operational efficiency. We
will put effort to expand markets and our business scale. We will further improve our
marketing network to reinforce existing advantages. We will accelerate the construction
of oil products export infrastructure and amplify the profitability of overseas oil
products marketing. We will deepen the integration of fuel and non-fuel business, so to
create a new mode of coordinating oil products retailing, non-fuel products marketing
and third-party vendors cooperation, and thus step up the growth of non-fuel business.

In 2018, we plan to sell 179 million tonnes of oil products in the domestic market.

Chemicals: We will further optimise feedstock mix and product slate. The constant
feedstock optimisation would further lower feedstock costs. We will put more efforts
on optimising product mix, enhancing the dynamic evaluation and monitoring of
profitability of facilities and product chains, increasing more popular and profitable
products production and advancing the R&D, production and sales of high-end
chemicals. We will step up research on the industrial chain and optimise the rapid
response mechanism combining production, marketing and research. Internal and
external resources will be fully tapped to actively expand sales volume and market
share. Meanwhile, refined marketing and tailor-made services will be adopted to
provide our customers with full process solutions and value-added services. In 2018,

we plan to produce 11.6 million tonnes of ethylene.
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Research and Development: We will continue to deeply implement our strategy
of development driven by innovation and reform of mechanisms for technological
innovation. We will accelerate key technical breakthroughs, reinforce research
on leading technologies, and step up the commercial application of technological
achievements to highlight the prominent role of technologies. In key technical
breakthroughs, focus will be given to new discoveries of oil and gas resources, low-
cost development of oil and gas resources, high-efficiency conversion of heavy crude,
refined oil products quality upgrading, cost reduction and efficiency enhancement of
chemical business, new products development of high-value-added materials, energy
conservation and environmental protection. In leading technologies, priorities lie in
the basic and prospective research of ultra-deep and deepwater oil and gas exploration
and production, molecular-level intelligent refining and new energies. In innovative
development, the Company plans to establish a joint R&D centre for cutting-edge
technologies to facilitate the innovation from basic research to commercialisation.
Meanwhile, the integration of information technologies and industrialisation will carry
on by further enhancing integration of information systems and the application of

intelligent pipeline management systems.

Capital Expenditures: In 2018, we will devote attention to the quality and
profitability of investments, and constantly optimise our investment projects. Capital
expenditures for the year are budgeted at RMB 117 billion. The exploration and
production segment will account for expenditures of RMB 48.5 billion, mainly for the
shale gas development in southwest China, the natural gas project in north China and
crude capacity building in northwest China, as well as natural gas pipelines and storage
projects, and overseas oil and gas projects. The refining segment will account for RMB
28.8 billion, mainly for Zhongke Refining and Petrochemical Project, the structural
adjustments of refining business in Zhenhai, Maoming and Tianjin subsidiaries, and
the quality upgrading of GB VI standard gasoline and diesel. The marketing and
distribution segment will account for RMB 18.5 billion, mainly for construction of
depots and storage facilities, pipelines and service stations. The chemicals segment will
account for RMB 17.7 billion, mainly for Zhongke Refining and Petrochemical Project,
the high-efficiency and phase II of Hainan high-efficiency and environmental-friendly
aromatics project, the integrated refining and petrochemical project in Gulei and the
resource utilisation and structural adjustment projects in Zhenhai, Yangzi, Jinling,
Maoming and Wuhan subsidiaries. The corporate and others segment will account for

RMB 3.5 billion, mainly for R&D facilities and information technology projects.
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Management Discussion and Analysis

The following discussion and analysis should be read in conjunction with the Company’s audited
financial statements in this announcement and the Annual Report and the accompanying notes.
Parts of the following concerned financial data were abstracted from the company’s audited
financial statements that have been prepared according to the IFRS, unless otherwise stated. The

prices in the following discussion do not include value-added tax.

6.1 Consolidated Results of Operations
In 2017, the Company’s turnover and other operating revenues were RMB 2,360.2 billion,
increased by 22.2% compared with that of 2016. The profit before taxation was RMB 86.7

billion, representing a year on year increase of 8.2%.

The following table sets forth the main revenue and expenses from the Company’s

consolidated financial statements:

Year ended 31 December
2017 2016 Change (%)
RMB million = RMB million

Turnover and other operating revenues 2,360,193 1,930,911 22.2
Turnover 2,300,470 1,880,190 22.4
Other operating revenues 59,723 50,721 17.7

Operating expenses (2,288,723) (1,853,718) 23.5
Purchased crude oil, product and

operating supplies and expenses (1,770,651) (1,379,691) 28.3
Selling, general and administrative expenses (64,973) (64,360) 1.0
Depreciation, depletion and amortisation (115,310) (108,425) 6.4
Exploration expenses, including dry holes (11,089) (11,035) 0.5
Personnel expenses (74,854) (63,887) 17.2
Taxes other than income tax (235,292) (232,006) 1.4
Other operating (expense)/income, net (16,554) 5,686 —

Operating profit 71,470 77,193 (7.4)
Net finance costs (1,560) (6,611) (76.4)
Investment income and share of profits less

losses from associates and joint ventures 16,787 9,569 75.4

Profit before taxation 86,697 80,151 8.2
Tax expense (16,279) (20,707) (21.4)

Profit for the year 70,418 59,444 18.5

Attributable to:

Owners of the Company 51,244 46,672 9.8
Non-controlling interests 19,174 12,772 50.1
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(1) Turnover and other operating revenues
In 2017, the Company’s turnover was RMB 2,300.5 billion, representing an increase of
22.4% over 2016. This was mainly attributed to the increase in crude oil prices. Meanwhile,
major petroleum and petrochemical products prices and sales volume also increased as a
result of the Company’s efforts in seizing opportunities to expand the market and sales

volume.

The following table sets forth the external sales volume, average realised prices and

respective rates of change of the Company’s major products in 2017 and 2016:

Average realised price

Sales volume (thousand tonnes) (RMB/tonne, RMB/thousand cubic meters)
Year ended 31 December Year ended 31 December

2017 2016  Change (%) 2017 2016  Change (%)

Crude oil 6,567 6,808 (3.9 2,390 1,628 46.8
Natural gas (million cubic meters) 22,529 19,008 18.5 1,290 1,258 2.5
Gasoline 83,933 77430 83 6,941 6,386 8.7
Diesel 88,348 91,492 29 5,038 4482 124
Kerosene 25,557 25,164 1.6 3,531 2,807 258
Basic chemical feedstock 35,964 32,248 11.5 4,855 4,054 19.8
Monomer and polymer for synthetic fibre 10,267 7,146 437 6,038 5,325 134
Synthetic resin 13,199 12223 8.0 8,155 7488 8.9
Synthetic fibre 1,304 1,369 (CY) 8,556 7,113 203
Synthetic rubber 1,128 1,098 27 11913 9,608 240
Chemical fertiliser 698 714 22 2,010 1,612 247

Most crude oil and a small portion of natural gas produced by the Company were internally
used for refining and chemical production, with the remaining sold to external customers. In
2017, the turnover from crude oil, natural gas and other upstream products sold externally
amounted to RMB 69.2 billion, an increase of 45.8% over 2016. The change was mainly due
to the increase in crude oil prices and sales volume of natural gas in 2017.

In 2017, petroleum products (mainly consisting of refined oil products and other refined
petroleum products) sold by Refining Segment and Marketing and Distribution Segment
achieved external sales revenues of RMB 1,324 .4 billion, accounting for 56.1% of the
Company’s turnover and other operating revenues, representing an increase of 17.2% over
2016, mainly due to the increase in various refined oil products’ prices. The sales revenue
of gasoline, diesel and kerosene was RMB 1120.4 billion, representing an increase of 14.8%
over 2016, and accounting for 84.6% of the total sales revenue of petroleum products.
Turnover of other refined petroleum products was RMB 204.0 billion, representing an
increase of 31.8% compared with 2016, accounting for 15.4% of the total sales revenue of

petroleum products.
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Chemical products sold by Chemicals Segment achieved external sales revenue of RMB
373.8 billion, representing an increase of 31.5% over 2016, accounting for 15.8% of the
Company’s total turnover and other operating revenues. This was mainly due to the increase

in price and sales volume of chemical products.

Operating expenses

In 2017, the Company’s operating expenses were RMB 2,288.7 billion, increased by 23.5%
compared with 2016, and it is mainly due to the increase in prices of crude oil and other
related petroleum and chemical products. The operating expenses mainly consisted of the

following:

Purchased crude oil, products and operating supplies and expenses were RMB 1,770.7
billion, representing an increase of 28.3% over the same period of 2016, accounting for
77.4% of the total operating expenses, of which:

Crude oil purchasing expenses were RMB 497.1 billion, representing an increase of 33.0%
over the same period of 2016. Throughput of crude oil purchased externally in 2017 was
211.03 million tonnes (excluding the volume processed for third parties), representing an
increase of 4.3% over the same period of 2016. The average cost of crude oil purchased
externally was RMB 2,655 per tonne, representing an increase by 27.4% over 2016.

The Company’s purchasing expenses of refined oil products were RMB 300.5 billion,
representing an increase of 23.3% over the same period of 2016. This was mainly due to the
increase in prices of externally purchased refined oil products, which were in line with the

increase in prices of crude oil.

The Company’s purchasing expense related to trading activities were RMB 503.9 billion,
representing an increase of 27.7% over the same period of 2016. This was mainly due to the
increase in prices of externally purchased crude oil and refined oil products in the trading

business.

The Company’s other purchasing expenses were RMB 469.2 billion, representing an
increase of 27.6% over the same period of 2016. This was mainly due to the increase in
prices of externally purchased oil related products in line with the increase in prices of crude

oil.

Selling, general and administrative expenses were RMB 65.0 billion, representing an

increase of 1.0% over 2016.

Depreciation, depletion and amortisation were RMB 115.3 billion, representing an
increase of RMB 6.9 billion and 6.4% as compared with 2016. That was mainly due to the
depreciation, depletion and amortisation of the Exploration & Development Segment, which
increased by RMB 4.9 billion over 2016.

Exploration expenses were RMB 11.1 billion, representing an increase of 0.5% year on

year.
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Personnel expenses were RMB 74.9 billion, representing an increase of 17.2% over 2016.
That was mainly because the Company promoted the reform of employment system,
transferred some labours into contracted employees, which increased salary and other
expenses. To implement the requirement of deepening the reform as required by the Central
government, the Company handed over parts of its subsidiaries” social insurance to local
government, and paid relevant fees according to the local government’s requirements. As
the Company improved its profit in 2017, income of employee was increased accordingly in

line with its incentive mechanism.

Taxes other than income tax were RMB 235.3 billion, representing an increase of 1.4%
compared with 2016.

Other operating (expense)/income, net were RMB 16.6 billion, increased by RMB 22.2
billion over the same period of 2016. That was mainly due to the non-operating income from

capital injection of Sichuan-to-East China Pipeline Co.

Operating profit was RMB 71.5 billion, representing a decrease of 7.4% compared with
2016. After eliminating the impact of capital injection of Sichuan-to-East China Pipeline Co.
in 2016 and acquisition of interest in Shanghai SECCO in 2017, operating profit increased
by 19.2% year on year.

Net finance costs were RMB 1.6 billion, representing a decrease of 76.4% over 2016, of
which: interest expense decreased by RMB 2.1 billion over 2016 as a result of significant
reduction in interest bearing debt; net income from foreign exchange was RMB 0.3 billion,
increased by RMB 0.9 billion as compared with 2016; interest income increased by RMB 2.0

billion as a result of increased cash reserve as compared with the same period of 2016.

Profit before taxation was RMB 86.7 billion, after eliminating the impact of capital
injection of the Sichuan-to-East China Pipeline Co. in 2016 and acquisition of interest in
Shanghai SECCO in 2017, it represents an increase of 38.9% compared with 2016.

Tax expense was RMB 16.3 billion, representing a decrease of 21.4% year on year. That

was mainly due to the increase in exempt investment income.

Profit attributable to non-controlling interests was RMB 19.2 billion, representing an
increase of RMB 6.4 billion compared with 2016.

Profit attributable to owners of the Company was RMB 51.2 billion, representing an

increase of 9.8% year on year.
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6.2 Assets, Liabilities, Equity and Cash Flows
The major funding sources of the Company are its operating activities and short-term and
long-term loans. The major use of funds includes operating expenses, capital expenditures,

and repayment of the short-term and long-term debts.

(1) Assets, liabilities and equity Unit: RMB million
As of As of
31 December 31 December
2017 2016 Change
Total assets 1,595,504 1,498,609 96,895
Current assets 529,049 412,261 116,788
Non-current assets 1,066,455 1,086,348 (19,893)
Total liabilities 742,614 667,374 75,240
Current liabilities 579,446 485,543 93,903
Non-current liabilities 163,168 181,831 (18,663)
Total equity attributable to
owners of the Company 726,120 710,994 15,126
Share capital 121,071 121,071 0
Reserves 605,049 589,923 15,126
Non-controlling interests 126,770 120,241 6,529
Total equity 852,890 831,235 21,655

As of 31 December 2017, the Company’s total assets were RMB 1,595.5 billion,
representing an increase of RMB 96.9 billion compared with that of the end of 2016, of
which:

Current assets were RMB 529.0 billion, representing an increase of RMB 116.8 billion
compared with that of the end of 2016, of which, inventory and accounts receivable
increased by RMB 30.2 billion and RMB 18.2 billion respectively, mainly due to the
increase in crude oil prices, cash flow improved further, structural deposit increased
by RMB 51.2 billion and time deposit at financial institutions increased by RMB 33.8
billion.

Non-current assets were RMB 1,066.5 billion, representing a decrease of RMB 19.9
billion as compared with that of the end of 2016. This was mainly due to optimisation
of investment scale, which decreased the property, plant and equipment (net) by
RMB 39.8 billion, construction in progress decreased by RMB 10.9 billion. Equity of
associates and joint ventures increased by RMB 13.6 billion, long-term prepayment
and other assets increased by RMB 11.8 billion.
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The Company’s total liabilities were RMB 742.6 billion, representing an increase of
RMB 75.2 billion compared with that of the end of 2016, of which:

Current liabilities were RMB 579.4 billion, representing an increase of RMB 93.9
billion as compared with that of the end of 2016. This was mainly due to increase in
crude oil price, which resulted in account payable increased by RMB 25.8 billion,
accrued expenses and other payable increased by RMB 54.7 billion.

Non-current liabilities were RMB 163.2 billion, representing a decrease of RMB 18.7
billion compared with that of the end of 2016. This was mainly due to long-term debts
decreased by RMB 16.9 billion.

Total equity attributable to owners of the Company was RMB 726.1 billion,
representing an increase of RMB 15.1 billion compared with that of the end of 2016,

which was mainly due to the increase in profit during the year.

(2) Cash Flow
The following table sets forth the major items in the consolidated cash flow statements for
2017 and 2016.

Unit: RMB million

Major items of cash flows Year ended 31 December

2017 2016
Net cash generated from operating activities 190,935 214,543
Net cash used in investing activities (145,323) (66,217)
Net cash generated used financing activities (56,509) (93,047)

In 2017, the net cash generated from operating activities of the company was RMB 190.9
billion, representing a decrease of RMB 23.6 billion as compared with 2016. This was
mainly due to the increase in crude oil price and volume of inventory, which resulted in

increase in inventory and accounts receivable.

In 2017, the net cash used in investing activities was RMB 145.3 billion, representing an
increase of RMB 79.1 billion over 2016. This was mainly due to the increase in time deposit
with maturities over 3 months and the increase in purchase of investments, investments in

associates and investments in joint ventures.

In 2017, the net cash used in the Company’s financing activities was RMB 56.5 billion,
representing a decrease of cash out flow by RMB 36.5 billion over 2016. This was mainly

due to the decrease in borrowing repayment.

At the end of 2017, the cash and cash equivalents were RMB 113.2 billion.
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Contingent Liabilities
Please refer to “Material Guarantee Contracts and Their Performances” in the “Significant

Events” section of the Annual Report.

Capital Expenditures
Please refer to “Capital Expenditures” in the “Business Review and Prospects” section of
the Annual Report.

Research & development expenses and environmental expenditures
Research & development expenses refer to the expenses recognised as expenditures when
they occur. In 2017, the expenditure for research & development was RMB 6.423 billion.

Environmental expenditures refer to the normal routine pollutant discharge fees paid by
the Company, excluding capitalised cost of pollutant treatment properties. In 2017, the
Company paid environmental expenditures of RMB 7.851 billion.

Measurement of fair values of derivatives and relevant system
The Company has established sound decision-making mechanism, business process and

internal control systems relevant to financial instrument accounting and information

disclosure.
Items relevant to measurement of fair values Unit: RMB million
Profits and
losses from Accumulated Tmpairment
variation of fair ~ variation of fair loss provision
Beginning valuesinthe ~ values recorded of the
Items of theyear  End of the year current year as equity currentyear ~ Funding source
Financal assets at fair value through
profit o loss of the reporting period - 31,1% 1% - —  Self-owned fund
Structured Deposit — 51,196 196 - —
Available-for-sale financial assets 262 178 — ) - Self-owned fund
Stock 26 178 - 9 -
Derivative financial instruments 34 (522) (353) — — Self-owned fund
Cash flow hedges (4,024 (1,617) 103 (1,314) - Self-owned fund
Total (3443) 49235 (54) (1323) -
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6.3 Analysis of financial statements prepared under ASBE

(1) Under ASBE, the operating income and operating profit or loss by reportable
segments were as follows:

Year ended 31 December

2017 2016
RMB million RMB million
Operating income
Exploration and Production Segment 157,505 115,939
Refining Segment 1,011,853 855,786
Marketing and Distribution Segment 1,224,197 1,052,857
Chemicals Segment 437,743 335,114
Corporate and Others 974,850 739,947
Elimination of inter-segment sales (1,445,955) (1,168,732)
Consolidated operating income 2,360,193 1,930,911
Operating (loss)/profit
Exploration and Production Segment (47,399) (58,531)
Refining Segment 64,047 55,808
Marketing and Distribution Segment 32,011 32,385
Chemicals Segment 22,796 20,769
Corporate and Others (3,160) 2,912
Elimination of inter-segment sales (1,655) 1,581
Financial expenses, investment income,
loss from changes in fair value,
asset disposal income and other income 20,325 22,465
Consolidated operating profit 86,965 77,389
Net profit attributable to equity
shareholders of the Company 51,119 46,416

Operating profit: In 2017, the operating profit of the Company was RMB 87.0 billion,
representing an increase of RMB 9.6 billion as compared with 2016.

Net profit: In 2017, the net profit attributable to the equity shareholders of the
Company was RMB 51.1 billion, representing an increase of RMB 4.7 billion or 10.1%
comparing with 2016.
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Financial data prepared under ASBE

Total assets
Non-current liabilities

Shareholders’ equity

As of 31
December 2017
RMB million

1,595,504
161,988
854,070

Asof 31

Decemb
RMB

er 2016

million

1,498,609

180,541

832,525

Change

96,895
(18,553)
21,545

At the end of 2017, the Company’s total assets were RMB 1,595.5 billion, representing
an increase of RMB 96.9 billion compared with that of the end of 2016. This was
mainly due to the combined results of increase in crude oil price and improved cash

flow, which resulted in an increase of current assets by RMB 116.8 billion.

As the end of 2017, the Company’s non-current liabilities were RMB 162.0 billion,
representing a decrease of RMB 18.6 billion compared with that of the end of 2016.

This was mainly due to the repayment of matured long term bonds payable and parts of

the bond turned to non-current liabilities due within one year.

At the end of 2017, the shareholders’ equity of the Company was RMB 854.1 billion,
representing an increase of RMB 21.5 billion compared with that of the end of 2016.

This was mainly due to the increasing in the profit of the Company.

The results of the principal operations by segments

Increase/ Increase/ Increase/

(decrease) of (decrease) (decrease)

operation of operation  of gross profit

(peration (Operation income on cost on margin on

income cost Grossprofit ~ ayear-on-year  ayear-on-year  ayear-on-year

Segments RMB million RMB million margin* (%) basis (%) basis (%) basis (%)
Exploration and Production 157,50 154,24 (35) 359 200 118
Refining 1,011,853 703,743 87 182 266 (04
Marketing and Distribution 1,224,197 1127374 76 163 172 (0.8)
Chemicals 437743 386,111 112 306 33 (L3)
Corporate and Others 974,850 963,246 12 37 36 (0.6)
Elimination of inter-segment sales (1445959 (1,444.300) NA NA NA NA
Total 2,360,193 1,890,398 99 02 267 (08)

*: Gross profit margin = (operation income — operation cost, tax and surcharges)/operation

income.
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7.

Report of the Board of Directors

7.1 Proposals for dividend distribution

At the 17th meeting of the sixth session of the Board, the Board approved the proposal to
distribute a final cash dividend of RMB 0.40 (tax inclusive) per share, combining with an
interim distributed dividend of RMB 0.10 (tax inclusive) per share, the total dividend for the
whole year is RMB 0.50 (tax included) per share.

The final cash dividend will be distributed on or before 14 June 2018 (Thursday) to all
shareholders whose names appear on the register of members of Sinopec Corp. on the record
date of 4 June 2018 (Monday). In order to qualify for the final dividend for H shares, the
holders of H shares must lodge all share certificates accompanied by the transfer documents
with Hong Kong Registrars Limited located at 1712-1716 17th Floor Hopewell Centre, 183
Queen’s Road East, Wan Chai Hong Kong before 4:30 p.m. on 28 May 2018 (Monday) for
registration. The H shares register of members of Sinopec Corp. will be closed from 29 May
2018 (Tuesday) to 4 June 2018 (Monday) (both dates are inclusive).

The dividend will be denominated and declared in RMB, and distributed to the domestic
shareholders and investors participating in the Shanghai-Hong Kong Stock Connect Program
in RMB and to the overseas shareholders in Hong Kong Dollar. The exchange rate for the
dividend calculation in Hong Kong Dollar is based on the average benchmark exchange rate
of RMB against Hong Kong Dollar as published by the People’s Bank of China one week

preceding the date of the declaration of such dividend.

In accordance with the Enterprise Income Tax Law of the People’s Republic of China which
came into effect on 1 January 2008 and its implementation regulations, Sinopec Corp. is
required to withhold and pay enterprise income tax at the rate of 10% on behalf of the non-
resident enterprise shareholders whose names appear on the register of members for H
Shares of Sinopec Corp. when distributing cash dividends or issuing bonus shares by way
of capitalisation from retained earnings. Any H Shares of the Sinopec Corp. which is not
registered under the name of an individual shareholder, including those registered under
HKSCC Nominees Limited, other nominees, agents or trustees, or other organisations
or groups, shall be deemed as shares held by non-resident enterprise shareholders.
Therefore, on this basis, enterprise income tax shall be withheld from dividends payable
to such shareholders. If holders of H Shares intend to change its shareholder status, please
enquire about the relevant procedures with your agents or trustees. Sinopec Corp. will
strictly comply with the law or the requirements of the relevant government authority to
withhold and pay enterprise income tax on behalf of the relevant shareholders based on the

registration of members for H shares of Sinopec Corp. as at the record date.

If the individual holders of the H shares who are Hong Kong or Macau residents or residents
of the countries which had an agreed tax rate of 10% for the cash dividends or bonus shares
by way of capitalisation from retained earnings with China under the relevant tax agreement,
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Sinopec Corp. should withhold and pay individual income tax on behalf of the relevant
shareholders at a rate of 10%. Should the individual holders of the H Shares are residents of
the countries which had an agreed tax rate of less than 10% with China under the relevant
tax agreement, Sinopec Corp. shall withhold and pay individual income tax on behalf of the
relevant shareholders at a rate of 10%. In that case, if the relevant individual holders of the
H Shares wish to reclaim the extra amount withheld (Extra Amount) due to the application
of 10% tax rate, Sinopec Corp. would apply for the relevant agreed preferential tax treatment
provided that the relevant shareholders submit the evidence required by the notice of the
tax agreement to the share register of Sinopec Corp. in a timely manner. Sinopec Corp.
will assist with the tax refund after the approval of the competent tax authority. Should the
individual holders of the H Shares are residents of the countries which had an agreed tax
rate of over 10% but less than 20% with China under the tax agreement, Sinopec Corp. shall
withhold and pay the individual income tax at the agreed actual rate in accordance with the
relevant tax agreement. In the case that the individual holders of the H Shares are residents
of the countries which had an agreed tax rate of 20% with China, or which has not entered
into any tax agreement with China, or otherwise, Sinopec Corp. shall withhold and pay the

individual income tax at a rate of 20%.

Pursuant to the Notice on the Tax Policies Related to the Pilot Program of the Shanghai-

Hong Kong Stock Connect (B /A1 W B 52 1173528 7 5. Mgk 5308 4 1l Gl S A AR IS  BOR Y
) (Caishui [2014] No. 81):

For domestic investors investing in the H Shares of Sinopec Corp. through Shanghai-Hong
Kong Stock Connect Program, the company shall withhold and pay income tax at the rate
of 20% on behalf of individual investors and securities investment funds. The company will
not withhold or pay the income tax of dividends for domestic enterprise investors and those

domestic enterprise investors shall report and pay the relevant tax by themselves.

For investors of the Hong Kong Stock Exchange (including enterprises and individuals)
investing in the A Shares of Sinopec Corp. through Shanghai-Hong Kong Stock Connect
Program, the Company will withhold and pay income taxes at the rate of 10% on behalf
of those investors and will report to the tax authorities for the withholding. For investors
who are tax residents of other countries, whose country of domicile is a country having
entered into a tax treaty with the PRC stipulating a dividend tax rate of lower than 10%,
the enterprises and individuals may, or may entrust a withholding agent to, apply to the
competent tax authorities for the entitlement of the rate under such tax treaty. Upon approval
by the tax authorities, the amount paid in excess of the tax payable based on the tax rate

according to such tax treaty will be refunded.
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7.2 Core competitiveness analysis
The Company is a large scale integrated energy and petrochemical company with upstream,
mid-stream and downstream operations. The Company is a large scaled oil and gas producer
in China; in respect of refining capacity, it ranks first in China; equipped with a well-
developed refined oil products sales network, the Company is the largest supplier of refined
oil products in China; and in terms of ethylene production capacity, the Company takes the

first position in China, and has a well-established marketing network for chemical products.

The integrated business structure of the Company carries strong advantages in synergy
among its various business segments, enabling the Company to continuously tap onto
potentials in attaining an efficient and comprehensive utilisation of its resources, and
endowed the Company with strong resistance against risks, as well as remarkable

capabilities in sustaining profitability.

The Company enjoys a favourable positioning with its operations located close to the
consumer markets. Along with the steady growth in the Chinese economy, sales volume of
both oil products and chemical products of the Company has been increasing steadily over
the years; through continuous and specialised marketing efforts, the Company’s capability

in international operations and market expansion has been further enhanced.

The Company owns a team of professionals and expertise engaged in the production of oil
and gas, operation of refineries and chemical plants, as well as marketing activities. The
Company applies outstanding fine management measures with its remarkable capabilities
in management of operations, and enjoys a favourable operational cost advantage in its

downstream businesses.

The Company has formulated a well-established technology system and mechanism, and
owns competent teams specialised in R&D covering a wide range of subjects; the four
platforms for technology advancement is taking shape, which includes exploration and
development of oil and gas, refining, petrochemicals and strategic emerging technology.
With its overall technologies reaching state of the art level in the global arena, and some of
them taking the lead globally. The Company enjoys a strong technical capability.

The Company always attaches great importance to fulfilling social responsibilities,
and carries out the green and low carbon development strategy to pursue a sustainable
development. Moreover, the Company enjoys an outstanding “Sinopec” brand name, plays
an important role in the national economy and is a renowned and reputable company in
China.
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7.3 Major suppliers and customers
During this reporting period, the total value of the purchasing from the top five crude oil
suppliers of the Company accounted for 48.8% of the total value of the crude oil purchasing
by the Company, of which the total value of the purchasing from the largest supplier
accounted for 15.5% of the total value of the crude oil purchasing by the Company.

The total sales value to the five largest customers of the Company in 2017 was RMB
159,918 million and accounted for 6.8% of the total sales value of the Company, of which
the sales value to the connected party (Sinopec group) among the five largest customers was
RMB 87,349 million and accounted for 3.7% of the total sales value for the year.

During the reporting period, other than disclosed above, all the top five crude oil suppliers
and the other four largest customers of the Company were independent third parties. There
were no supplier, customer, employee or others that have a significant impact on the

Company and on which the Company’s success depends.
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8 Financial statements
8.1 Auditors’ opinion

Financial statements O Unaudited \ Audited

Auditors’ opinion v Standard unqualified opinion [JNot standard opinion

8.2 Financial Statements

§21 Financial statements prepared in accordance with the Accounting Standards for
Business Enterprises

Consolidated and Parent Balance Sheets

Unit:RMB million

Items At 31 December 2017 At 31 December 2016
Assets Consolidated Parent  Consolidated Parent
Current assets
Cash at bank and on hand 165,004 92,545 142,497 98,250
Financial assets at fair value through

profit and loss 51,196 48,179 — —
Bills receivable 16,207 157 13,197 471
Accounts receivable 68,494 37,609 50,289 38,332
Other receivables 16,467 63,820 25,596 45,643
Prepayments 4,901 4,429 3,749 3,454
Inventories 186,693 44,933 156,511 46,942
Other current assets 20,087 27,189 20,422 32,743
Total current assets 529,049 318,861 412,261 265,835
Non-current assets
Available-for-sale financial assets 1,676 395 11,408 297
Long-term equity investments 131,087 275,557 116,812 268,451
Fixed assets 650,774 329,814 690,594 373,020
Construction in progress 118,645 50,046 129,581 49,277
Intangible assets 97,126 8,340 85,023 7913
Goodwill 8,034 — 6,353 —
Long-term deferred expenses 14,720 1,958 13,537 1,980
Deferred tax assets 15,131 6,834 7,214 —
Other non-current assets 28,662 10,690 25,826 10,952
Total non-current assets 1,066,455 683,634 1,086,348 711,890
Total assets 1,595,504 1,002,495 1,498,609 977,725
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Items

Liabilities and shareholders’ equity
Current liabilities

Short-term loans

Bills payable

Accounts payable

Advances from customers

Employee benefits payable

Taxes payable

Other payables

Short-term debentures payable

Non-current liabilities due within one year

Total current liabilities

Non-current liabilities
Long-term loans
Debentures payable
Provisions

Deferred tax liabilities

Other non-current liabilities

Total non-current liabilities

Total liabilities

At 31 December 2017 At 31 December 2016
Consolidated Parent  Consolidated Parent
54,701 17,330 30,374 9,256
6,462 3,155 5,828 2,761
200,073 83,449 174,301 75,187
120,734 3413 95,928 2,360
7,162 4,854 1,618 312
71,940 42,549 52,886 32,423
91,693 143,274 79,636 113,841
— — 6,000 6,000
26,681 19,539 38,972 38,082
579,446 317,563 485,543 280,822
67,754 63,6607 62,461 58,448
31,370 20,000 54,985 36,000
39,958 31,405 39,298 29,767
6,466 — 7,661 505
16,440 2,591 16,136 2,607
161,988 117,663 180,541 127,327

741,434
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Items

Liabilities and shareholders’ equity
Shareholders’ equity

Share capital

Capital reserve

Other comprehensive income
Specific reserve

Surplus reserves

Retained earnings

Total equity attributable to shareholders
of the Company

Minority interests

Total shareholders’ equity

Total liabilities and shareholders’ equity

At 31 December 2017 At 31 December 2016
Consolidated Parent  Consolidated Parent
121,071 121,071 121,071 121,071
119,557 68,789 119,525 68,769
(4,413) 196 (932) 263
888 482 765 393
199,682 199,682 196,640 196,640
290,459 177,049 275,163 182,440
727,244 567,269 712,232 569,576
126,826 — 120,293 —
854,070 567,269 832,525 569,576

1,595,504
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Consolidated and Parent Income Statement

Unit:RMB million

Year ended 31 December

2017 2016
Items Consolidated Parent Consolidated Parent
Operating income 2,360,193 857,478 1,930,911 726,178
Less: Operating costs 1,890,398 633,114 1,492,165 513,514
Sales taxes and surcharges 235,292 158,480 232,006 158,373
Selling and distribution expenses 56,055 2,670 49,550 2,365
General and administrative
expenses 78,928 44,982 74,155 41,724
Financial expenses 1,560 2,642 6,611 3,851
Exploration expenses,
including dry holes 11,089 10,614 11,035 11,012
Impairment losses 21,791 14,372 17,076 14,044
Add: (Loss)/gain from changes
in fair value (13) 179 (216) 33
Investment income 19,060 38,058 30,779 43,519
Asset disposal income (1,518) (887) (1,487) 413)
Other income 4,356 1,784 — —
Operating profit 86,965 29,738 77,389 24,434
Add: Non-operating income 1,317 474 4,706 2,812
Less: Non-operating expenses 1,709 725 2,218 1,117
Profit before taxation 86,573 29,487 79,877 26,129
Less: Income tax expense 16,279 (928) 20,707 2,539
Net profit 70,294 30,415 59,170 23,590
Including: net profit of acquiree
before the consolidation under

common control — — 86 —
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Year ended 31 December

2017 2016

Items Consolidated Parent Consolidated Parent
Attributable to:

Equity shareholders of the Company 51,119 30,415 46,416 23,590

Minority interests 19,175 — 12,754 —
Basic earnings per share 0.422 N/A 0.383 N/A
Diluted earnings per share 0.422 N/A 0.383 N/A
Net profit 70,294 30,415 59,170 23,590
Other comprehensive income
Items that may be reclassified subsequently to

profit or loss (net of tax and after

reclassification adjustments):
Cash flow hedges (1,580) 53 2,014 557
Changes in fair value of available-for-sale

financial assets (57) — (24) —
Share of other comprehensive income/(loss)

of associates and joint ventures entities 1,053 (120) 45 (149)
Foreign currency translation differences (3,792) — 4,298 —
Total other comprehensive income (4,376) (67) 6,333 408
Total comprehensive income 65,918 30,348 65,503 23,998
Attributable to:

Equity shareholders of the Company 47,638 30,348 53,468 23,998

Minority interests 18,280 — 12,035 —
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Consolidated and Parent Cash Flow Statement

Unit:RMB million

Year ended 31 December

2017 2016

Items Consolidated Parent Consolidated Parent
Cash flows from operating activities:
Cash received from sale of goods

and rendering of services 2,644,126 1,000,467 2,163,695 831,578
Refund of taxes and levies 2,158 1,304 2,434 1,323
Other cash received relating to

operating activities 57,287 42913 77,436 85,932
Sub-total of cash inflows 2,703,571 1,044,684 2,243,565 918,833
Cash paid for goods and services (2,041,977) (653,412) (1,547,868) (504,152)
Cash paid to and for employees (68,260) (37,054) (62,602) (35,190)
Payments of taxes and levies (328,304) (200,995) (316,062) (189,557)
Other cash paid relating to

operating activities (74,095) (35,502) (102,490) (50,638)
Sub-total of cash outflows (2,512,636) (926,963) (2,029,022) (779,537)
Net cash flow from operating activities 190,935 117,721 214,543 139,296
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Year ended 31 December

2017 2016

Items Consolidated Parent Consolidated Parent
Cash flows from investing activities:
Cash received from disposal

of investments 4,729 18,919 31,489 29,002
Cash received from returns

on investments 8,506 23,842 4,028 22,233
Net cash received from disposal of

fixed assets, intangible assets and

other long-term assets 1,313 252 440 1,885
Other cash received relating to

investing activities 52,304 23,270 2914 1,488
Net cash received from disposal of

subsidiaries and other

business entities 80 1 2,027 2,027
Sub-total of cash inflows 66,932 66,284 40,898 56,635
Cash paid for acquisition of

fixed assets, intangible assets

and other long-term assets (70,948) (37,139) (72,847) (43,765)
Cash paid for acquisition of

investments (57,627) (66,913) (16,389) (39,505)
Other cash paid relating to

investing activities (82,392) (30,116) (17,879) (10,130)
Net cash paid for the acquisition

of subsidiaries and other

business entities (1,288) — — —
Sub-total of cash outflows (212,255) (134,168) (107,115) (93,400)

Net cash flow from investing activities (145,323) (67,884) (66,217) (36,765)
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Year ended 31 December

2017 2016

Items Consolidated Parent Consolidated Parent
Cash flows from financing activities:
Cash received from capital contributions 946 — 343 —
Including: Cash received from

minority shareholders’ capital

contributions to subsidiaries 946 — 343 —
Cash received from borrowings 524,843 106,407 506,097 153,790
Sub-total of cash inflows 525,789 106,407 506,440 153,790
Cash repayments of borrowings (536,380) (133,663) (569,091) (192,828)
Cash paid for dividends, profits

distribution or interest (45,763) (38,392) (30,396) (21,826)
Including: Subsidiaries’ cash payments

for distribution of dividends or

profits to minority shareholders (7,539) — (6,553) —
Other cash paid relating to financing activities (155) — — —
Sub-total of cash outflows (582,298) (172,055) (599,487) (214,654)

Net cash flow from financing activities (56,509) (65,648) (93,047) (60,864)

Effects of changes in foreign exchange rate (353) — 256 —

Net (decrease)/increase in cash and
cash equivalents (11,250) (15,811) 55,535 41,667
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Consolidated Statement of Changes in Equity

Balance at | January 2016
Change for the year
I Netprofit

2. Other comprehensive income

Total comprehensive income

Transactions with owners,
recorded directly n shareholders” eqity:
3. Appropriations of profits:
- Appropriation for surplus reserves
- Distributions to shareholders
4. Transaction with minority interests
5. Distributions to the original sharcholders
in the combination of entities under
common control
6. Distributions to minority interests
7. Adjustment for the combination
of entities under common control
Total transactions with owners,
recorded directly n shareholders” equity
§. Netincrease in specific reserve
for the year

9. Other movement

Balance at 31 December 2016
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Total

shareholders’

equity

attributable
Other to equity Total
Share Capital ~ comprehensive Specific Surplus Retained ~ shareholders of Minority ~ shareholders’
capital Teserve income Teserve TeServes carnings  the Company interests equity
RMBmilion ~ RMBmilion ~ RMBmillon =~ RMBmillion ~ RMBmilion ~ RMBmillion ~ RMBmilion ~ RMBmillion ~ RMB million
121,071 121,576 (7984) 612 196,640 15,63 677,538 112,007 789,569
- - - - - 46416 46,416 12754 59,170
- - 705 - - - 703 (719) 633
- - 1052 - - 46416 53,468 12,035 65,503
- - - - - (16,829) (16829) - (16,829)
- (30) - - - - (30) 263 %3
- - - - - (@) (7 (39) (86)
_ _ _ _ - - - (6,146) (6,146
- 2,137 - - - - 2,137 2137 -
- (2,167) - - - (16,876) (19,043) (3,785 22.80)
- - - 153 - - 153 1 160
- 116 - - - - 116 9 15
121071 119525 (932) 765 196,640 275,163 71203 120,293 832,525



Balance at | January 2017
Change for the year
I Netprofit

2. Other comprehensive income

Total comprehensive income

Transactions with owners, tecorded directly
in shareholders equity:
3. Appropriation of profiss:
- Appropriation for surplus reserves
- Distributions to shareholders
4. Transaction with minority interests
5. Distributions to minority interests
Totaltransactions with owners,
recorded directly in shareholders” equity
6. Netincrease in specific reserve
for the year

7. Other movement

Balance at 31 December 2017

Total

shareholders’

equity

attributable
Other o equity Total
Share Capital ~ comprehensive Specific Surplus Retained  shareholders of Minority  shareholders”
capital Teserve income reserve Teserves carnings  the Company interests equity
RMBmilion ~ RMBmilion ~ RMBmilion ~ RMBmilion ~ RMBmilion ~ RMBmillon ~ RMBmilion ~ RMBmillon ~ RMB million
121071 119,55 (932) 765 196,640 275,163 7223 120,93 832325
- - - - - 51119 51119 19,75 70,29
- - (3.481) - - - (3.481) (895) (4376)
- - (3.481) - - SLI19 47638 18280 65918
- - - - 30 (3,042) - - -
- - - - - (32,689) (32,089) - (32,689)
- (13) - - - - (13) [z il
- - - - - - - (12500 (1250)
- (13) - - 300 (3571) (32,700) (11,1m) (44479)
- - - 13 - - 13 3 126
- iy - - - ) Y] i (20
121071 119,557 (4413) 888 199,682 290459 244 126826 834070
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Statement of Changes in Equity

Other Total
Share Capital comprehensive Specific Surplus Retained ~ shareholders’
capital reserve income reserve reserves earnings equity

RMB million RMBmillion RMBmillion RMBmillion RMB million RMBmillion RMB million

Balance at [ January 2016 121071 68,716 (145) 313 196,640 175,679 562,274
Change for the year

1. Netprofit - - - - - 23590 23590
2. Other comprehensive income — — 408 - — — 408
Total comprehensive income — — 408 — — 23,590 23,998

Transactions with owners,
recorded directly in
shareholders” equity:

3. Appropriations of profits:

- Appropriation for
surplus reserves — — — - — — —
- Distributions to shareholders — — — — — (16,829) (16,829)
Total transactions with owners,
recorded directly
in shareholders” equity — — — — — (16,829) (16,829)
4. Net decrease in specific
reserve for the year — — — 80 — — 80
5. Others — 3 - - - - 3
Balance at 31 December 2016 121071 08,769 263 393 196,640 182,440 569,576
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Other Total

Share Capital comprehensive Specific Surplus Retained  shareholders’
capital reserve income reserve reserves earnings equity

RMB million ~ RMB million ~ RMB million RMB million RMB million ~RMB million ~ RMB million

Balance at | January 2017 121,071 68,769 263 393 196,640 182,440 569,576

Change for the year

30415 30415

2. Other comprehensive income — — (67) — — — (07)

1. Netprofit - — — -

Total comprehensive income - - (67) - 30415 30,348

Transactions with owners,
recorded directly
in shareholders” equity:
3. Appropriations of profits:
— Appropriation for
surplus reserves — — — — 3,042 (3,042) —
(32,689) (32,689)

- Distributions to shareholders — — — —

Total transactions with owners,

recorded directly
in shareholders’ equity — - - - 3,042 (35,731) (32,689)
4. Netincrease in specific
reserve for the year - - - 89 - - 89
5. Others — 2 — — - (75) (55)
Balance at 31 December 2017 121071 68,789 19 482 199,682 177,049 567,269
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822 Statements prepared under International Financial Reporting Standards
Consolidated Income Statement
Unit:RMB million

Year ended 31 December

2017 2016
Turnover and other operating revenues
Turnover 2,300,470 1,880,190
Other operating revenues 59,723 50,721
2,360,193 1,930,911
Operating expenses
Purchased crude oil, products and operating supplies
and expenses (1,770,651) (1,379,691)
Selling, general and administrative expenses (64,973) (64,360)
Depreciation, depletion and amortisation (115,310) (108,425)
Exploration expenses, including dry holes (11,089) (11,035)
Personnel expenses (74,854) (63,887)
Taxes other than income tax (235,292) (232,006)
Other operating (expense)/income, net (16,554) 5,686
Total operating expenses (2,288,723) (1,853,718)
Operating profit 71,470 77,193
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Finance costs
Interest expense
Interest income
Loss on embedded derivative component
of the convertible bonds

Foreign currency exchange gain/(losses), net

Net finance costs

Investment income
Share of profits less losses from associates

and joint ventures

Profit before taxation

Tax expense

Profit for the year

Attributable to:
Owners of the Company

Non-controlling interests

Profit for the year

Earnings per share:

Basic

Diluted
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Year ended 31 December

2017 2016
(7,146) (9,219)
5,254 3218

332 (610)
(1,560) 6,611)
262 263
16,525 9,306
86,697 80,151
(16,279) (20,707)
70,418 59,444
51,244 46,672
19,174 12,772
70,418 59,444
0.423 0.385
0.423 0.385




Consolidated Statement of Comprehensive Income

Unit:RMB million

Year ended 31 December
2017 2016
Profit for the year 70,418 59,444
Other comprehensive income:
Items that may be reclassified subsequently
to profit or loss (after tax and
reclassification adjustments):
Cash flow hedges (1,580) 2,014
Available-for-sale securities 57 24)
Share of other comprehensive income
of associates and joint ventures 1,053 45
Foreign currency translation differences (3,792) 4,298
Total items that may be reclassified subsequently
to profit or loss (4,376) 6,333
Total other comprehensive (loss)/income (4,376) 6,333
Total comprehensive income for the year 66,042 65,777
Attributable to:
Owners of the Company 47,763 53,724
Non-controlling interests 18,279 12,053
Total comprehensive income for the year 66,042 65,777
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Balance Sheet

Unit:RMB million

At 31 December 2017 At 31 December 2016
Consolidated Parent Consolidated Parent
Non-current assets
Property, plant and equipment, net 650,774 329,814 690,594 373,020
Construction in progress 118,645 50,046 129,581 49,277
Goodwill 8,634 — 6,353 —
Investment in subsidiaries — 245,156 — 238,264
Interest in associates 79,726 15,579 66,116 14,691
Interest in joint ventures 51,361 14,822 50,696 15,496
Available-for-sale financial assets 1,676 395 11,408 297
Deferred tax assets 15,131 6,834 7,214 —
Lease prepayments 58,526 6,916 54,241 6,114
Long-term prepayments and
other non-current assets 81,982 14,072 70,145 14,731
Total non-current assets 1,066,455 683,634 1,086,348 711,890
Current assets
Cash and cash equivalents 113,218 72,309 124,468 88,120
Time deposits with financial institutions 51,786 20,236 18,029 10,130
Financial assets at fair value
through profit or loss 51,196 48,179 — —
Trade accounts receivable 68,494 37,609 50,289 38,332
Bills receivable 16,207 157 13,197 471
Dividends receivable — 16,327 — 5,454
Inventories 186,693 44933 156,511 46,942
Prepaid expenses and
other current assets 41,455 79,111 49,767 76,386
Total current assets 529,049 318,861 412,261 265,835
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Current liabilities
Short-term debts
Loans from Sinopec Group Company
and fellow subsidiaries
Trade accounts payable
Bills payable
Accrued expenses and other payables

Income tax payable

Total current liabilities

Net current liabilities/(assets)

Total assets less current liabilities

Non-current liabilities
Long-term debts
Loans from Sinopec Group Company
and fellow subsidiaries
Deferred tax liabilities
Provisions

Other long-term liabilities

Total non-current liabilities

Equity
Share capital

Reserves

Total equity attributable to owners of
the Company

Non-controlling interests

Total equity

At 31 December 2017 At 31 December 2016
Consolidated Parent Consolidated Parent
55,338 33,454 56,239 50,574
25,311 3214 18,580 2,703
200,073 83,449 174,301 75,787
6,462 3,155 5,828 2,761
279,247 194,291 224,544 148,997
13,015 — 6,051 —
579,446 317,563 485,543 280,822
50,397 (1,298) 73,282 14,987
1,016,058 684,932 1,013,066 696,903
55,804 40,442 72,674 49,676
43,320 43,225 44,772 44,772
6,466 — 7,661 505
39,958 31,405 39,298 29,767
17,620 3,613 17,426 3,688
163,168 118,685 181,831 128,408
852,890 566,247 831,235 568,495
121,071 121,071 121,071 121,071
605,049 445,176 589,923 447,424
726,120 N/A 710,994 N/A
126,770 N/A 120,241 N/A

852,890
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831,235

568,495



8.2.3 Differences between consolidated financial statements prepared in accordance with the
accounting policies complying with ASBE and IFRS (unaudited)

(1) Effects of major differences between the net profit under ASBE and the profit for
the period under IFRS are analysed as follows:

Year ended 31 December

2017 2016
Items RMB million RMB million
Net profit under ASBE 70,294 59,170
Adjustments:
Government grants 110 114
Safety production fund 126 160
Other (112) —
Profit for the year under IFRS* 70,418 59,444

(2) Effects of major differences between the shareholders’ equity under ASBE and
the total equity under IFRS are analysed as follows:

2017 2016
31 December 31 December
Items RMB million RMB million
Shareholders’ equity under ASBE 854,070 832,525
Adjustments:
Government grants (1,180) (1,290)
Total equity under IFRS* 852,890 831,235

* The figures are extracted from the consolidated financial statements prepared in
accordance with the accounting policies complying with IFRS during the year ended

31 December 2016 and 2017 which have been audited by PricewaterhouseCoopers.
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8.3

8.4

8.5

Changes in accounting polices
VApplicable [INot applicable

Ministry of Finance issued “No.42 Accounting Standards for Business Enterprises — non-
current assets held for sale, disposition and discontinuing operation”, revised “No.16
Accounting Standards for Business Enterprises-government grants” and Cai Kuai [2017]
No. 30 “Announcement of the revision of general enterprise financial statements format.”
The Company has adopted the above guidelines to prepare financial statements under ASBE
for the year ended 31 December 2017, and adjusted the comparative financial statements for
the year ended 31 December 2016 and 2015 retrospectively. The impact to the Company’s

financial statements is presented as below:

Amount Amount
Content and Reasons for affected in affected in
Changes of Accounting 2016 2015
Policy Items affected (RMB in millions) (RMB in millions)
Gains and losses on disposal of Loss of asset disposal 1,487 693
fixed assets and intangible assets
of the Company in 2017 are Non-operating
under the item of asset disposal. income Less 258 Less 264
The 2016 and 2015 comparative
financial statements have been Non-operating
adjusted. expenses Less 1,745 Less 957

The Group has no material accounting errors during the reporting period.
Changes in the scope of consolidation as compared with those for last annual report
VApplicable [1Not applicable

On 27 April 2017, Sinopec Corp., Sinopec Corp.’s subsidiary Gaogiao Petrochemical
Co., Ltd and BP Chemicals East China Investment Limited made an agreement on stock
acquisition that Gaoqiao Petrochemical Co., Ltd would purchase 50% equity interest
in Shanghai SECCO Petrochemical Company Limited (“Shanghai SECCO”) from BP
Chemicals East China Investment Limited. On 26 October 2017, the transaction was finished
with a cash consideration of RMB 10,135 million. Before the transaction, Sinopec Corp. and
one of its subsidiaries held 30% and 20% equity interest in Shanghai SECCO, respectively.
After the transaction, Sinopec Corp. together with its subsidiaries, hold 100% equity interest
of Shanghai SECCO, which became a subsidiary of Sinopec Corp.
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8.6 Notes on the financial statements prepared under IFRS

8.6.1

8.6.2

Turnover

Turnover primarily represents revenue from the sales of crude oil, natural gas, refined

petroleum products and chemical products.
Tax expense
Tax expense in the consolidated income statement represents:

Year ended 31 December

2017 2016
Items RMB million RMB million
Current tax
Provision for the year 26,668 21,313
Adjustment of prior years (72) 228
Deferred taxation (10,317) (834)
16,279 20,707

Reconciliation between actual income tax expense and the expected income tax

expense at applicable statutory tax rates is as follows:

Year ended 31 December
2017 2016
RMB miillion RMB million
Profit before taxation 86,697 80,151
Expected PRC income tax expense at a statutory
tax rate of 25% 21,674 20,038
Tax effect of non-deductible expenses 1,905 1,529
Tax effect of non-taxable income (5,939) (2,786)
Tax effect of preferential tax rate (i) (793) 83
Effect of income taxes at foreign operations (ii) (1,394) 299
Tax effect of utilisation of previously unrecognised
tax losses and temporary differences (613) (453)
Tax effect of tax losses not recognised 1,485 958
Write-down of deferred tax assets 26 811
Adjustment of prior years (72) 228
Actual income tax expense 16,279 20,707
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8.6.3

Note:

(i)  The provision for PRC current income tax is based on a statutory income tax rate of 25%
of the assessable income of the Group as determined in accordance with the relevant
income tax rules and regulations of the PRC, except for certain entities of the Group in
western regions in the PRC are taxed at preferential income tax rate of 15% through the
year 2020.

(i1) It is mainly due to the foreign operation in the Republic of Angola (“Angola”) calculated
the assessable income in accordance with the relevant income tax rules and regulations of

Angola, and taxed at 50% of the assessable income as determined.
Basic and Diluted Earnings per Share

The calculation of basic earnings per share for the year ended 31 December 2017 is
based on the profit attributable to ordinary shareholders of the Company of RMB
51,244 million (2016: RMB 46,672 million) and the weighted average number of
shares of 121,071,209,646 (2016: 121,071,209,646) during the year.

The calculation of diluted earnings per share for the year ended 31 December 2017 is
based on the profit attributable to ordinary shareholders of the Company (diluted) of
RMB 51,242 million (2016: RMB 46,669 million) and the weighted average number of
shares of 121,071,209,646 (2016: 121,071,209,646) calculated as follows:

(i) Profit attributable to ordinary shareholders of the Company (diluted)

Year ended 31 December

2017 2016
RMB million RMB million
Profit attributable to ordinary shareholders
of the Company 51,244 46,672
After tax effect of emplyee share option scheme
of Shanghai Petrochemical 2) 3)
Profit attributable to ordinary shareholders
of the Company (diluted) 51,242 46,669

—49 —



(i) Weighted average number of shares (diluted)

Year ended 31 December
2017 2016

Number of shares Number of shares

Weighted average number of

shares at 31 December 121,071,209,646 121,071,209,646
Weighted average number of shares (diluted)
at 31 December 121,071,209,646 121,071,209,646

8.6.4 Dividends
Dividends payable to owners of the Company attributable to the year represent:

Year ended 31December

2017 2016
RMB miillion RMB million
Dividends declared and paid during the year of
RMB 0.10 per share (2016: RMB 0.079 per share) 12,107 9,565
Dividends declared after the balance sheet date of
RMB 0.40 per share (2016: RMB 0.17 per share) 48,428 20,582
60,535 30,147

Pursuant to the Company’s Articles of Association and a resolution passed at the
Directors’ meeting on 25 August 2017, the directors authorised to declare the interim
dividends for the year ending 31 December 2017 of RMB 0.10 (2016: RMB 0.079) per
share totaling RMB 12,107 million (2016: RMB 9,565 million). Dividends were paid
on 20 September 2017.
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Pursuant to a resolution passed at the director’s meeting on 23 March 2018, final
dividends in respect of the year ended 31 December 2017 of RMB 0.40 (2016: RMB
0.17) per share totaling RMB 48,428 million (2016: RMB 20,582 million) were
proposed for shareholders’ approval at the Annual General Meeting. Final cash
dividend proposed after the balance sheet date has not been recognised as a liability at

the balance sheet date.

Dividends payable to owners of the Company attributable to the previous financial

year, approved during the year represent:

Year ended 31December

2017 2016
RMB million RMB million
Final cash dividends in respect of the previous
financial year, approved and paid during the year
of RMB 0.17 per share
(2016: RMB 0.06 per share) 20,582 7,264

Pursuant to the shareholders’ approval at the Annual General Meeting on 28 June 2017,
a final dividend of RMB 0.17 per share totaling RMB 20,582 million according to total
shares of 18 July 2017 was approved. All dividends have been paid in the year ended
31 December 2017.

Pursuant to the shareholders’ approval at the Annual General Meeting on 18 May 2016,
a final dividend of RMB 0.06 per share totaling RMB 7,264 million according to total
shares of 23 June 2016 was approved. All dividends have been paid in the year ended
31 December 2016.
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8.0.5 Trade Accounts Receivable and Bills Receivable

Amounts due from third parties
Amounts due from Sinopec Group Company and
fellow subsidiaries

Amounts due from associates and joint ventures

Less: Impairment losses for bad and doubtful debts

Trade accounts receivable, net

Bills receivable

2017 2016

31 December 31 December
RMB million RMB million
56,203 39,994

7,941 6,398

4,962 4,580

69,106 50,972
(612) (683)

68,494 50,289
16,207 13,197

84,701 63,486

The ageing analysis of trade accounts and bills receivables (net of impairment losses

for bad and doubtful debts) is as follows:

Within one year
Between one and two years
Between two and three years

Over three years
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2017 2016

31 December 31 December
RMB miillion RMB million
83,984 63,051

573 233

43 177

101 25

84,701 63,486




Impairment losses for bad and doubtful debts are analysed as follows:

2017 2016

RMB million RMB million

Balance at 1 January 683 525
Provision for the year 49 238
Written back for the year (100) (®)
Written off for the year (2)) (72)
Others 1 —
Balance at 31 December 612 683

Sales are generally on a cash term. Credit is generally only available for major

customers with well-established trading records. Amounts due from Sinopec Group

Company and fellow subsidiaries are repayable under the same terms.

Trade accounts receivable and bills receivables (net of impairment losses for bad and

doubtful debts) primarily represent receivables that are neither past due nor impaired.

These receivables relate to a wide range of customers for whom there is no recent

history of default.
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8.0.6 Trade Accounts and Bills Payables

Amounts due to third parties
Amounts due to Sinopec Group Company and
fellow subsidiaries

Amounts due to associates and joint ventures

Bills payable

Trade accounts and bills payables

measured at amortised cost

The ageing analysis of trade accounts and bills payables are as follows:

Within 1 month or on demand
Between 1 month and 6 months

Over 6 months
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2017 2016

31 December 31 December
RMB million RMB million
177,224 154,882
13,350 13,168

9,499 6,251
200,073 174,301
6,462 5,828
206,535 180,129

2017 2016

31 December 31 December
RMB million RMB million
195,189 159,953
8,076 12,693

3,270 7,483
206,535 180,129




8.6.7 Segment Reporting

Information of the Group’s reportable segments is as follows:

2017 2016
RMB million RMB million
Turnover
Exploration and production
External sales 69,168 47,443
Inter-segment sales 77,804 58,954
146,972 106,397
Refining
External sales 132,478 102,983
Inter-segment sales 874,271 747,317
1,006,749 850,300
Marketing and distribution
External sales 1,191,902 1,027,373
Inter-segment sales 3,962 3,480
1,195,864 1,030,853
Chemicals
External sales 373,814 284,289
Inter-segment sales 49,615 38,614
423,429 322,903
Corporate and others
External sales 533,108 418,102
Inter-segment sales 440,303 320,367
973,411 738,469
Elimination of inter-segment sales (1,445,955) (1,168,732)
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Turnover

Other operating revenues
Exploration and production
Refining
Marketing and distribution
Chemicals

Corporate and others

Other operating revenues

Turnover and other operating revenues

Result

Operating (loss)/profit

By segment
Exploration and production
Refining
Marketing and distribution
Chemicals
Corporate and others

Elimination

Total segment operating profit

Share of profits/(losses) from associates and
joint ventures
Exploration and production
Refining
Marketing and distribution
Chemicals

Corporate and others

Aggregate share of profits from associates and

joint ventures
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2017 2016
RMB million RMB million
2,300,470 1,880,190
10,533 9,542
5,104 5,486
28,333 22,004
14,314 12,211
1,439 1,478
59,723 50,721
2,360,193 1,930,911
(45,944) (36,641)
65,007 56,265
31,569 32,153
26,977 20,623
(4,484) 3212
(1,655) 1,581
71,470 77,193
1,449 (1,203)
989 1,075
2,945 2,362
9,621 5,696
1,521 1,376
16,525 9,306




Investment income/(losses)
Exploration and production
Refining
Marketing and distribution
Chemicals

Corporate and others

Aggregate investment income

Net finance costs

Profit before taxation
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2017 2016
RMB million RMB million
40 24
28 4)
90 90
86 119
18 34
262 263
(1,560) (6,611)
86,697 80,151




At 31 December

At 31 December

2017 2016
RMB miillion RMB million
Assets
Segment assets
Exploration and production 343,404 402,476
Refining 273,123 260,903
Marketing and distribution 309,727 292,328
Chemicals 158,472 144,371
Corporate and others 170,045 95,263
Total segment assets 1,254,771 1,195,341
Interest in associates and joint ventures 131,087 116,812
Available-for-sale financial assets 1,676 11,408
Deferred tax assets 15,131 7,214
Cash and cash equivalents and time deposits
with financial institutions 165,004 142,497
Other unallocated assets 27,835 25,337
Total assets 1,595,504 1,498,609
Liabilities
Segment liabilities
Exploration and production 99,568 95,944
Refining 101,429 82,170
Marketing and distribution 164,101 133,303
Chemicals 35,293 32,072
Corporate and others 117,781 97,080
Total segment liabilities 518,172 440,569
Short-term debts 55,338 56,239
Income tax payable 13,015 6,051
Long-term debts 55,804 72,674
Loans from Sinopec Group Company and
fellow subsidiaries 68,631 63,352
Deferred tax liabilities 6,466 7,661
Other unallocated liabilities 25,188 20,828
Total liabilities 742,614 667,374
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Capital expenditure
Exploration and production
Refining
Marketing and distribution
Chemicals

Corporate and others

Depreciation, depletion and amortisation
Exploration and production
Refining
Marketing and distribution
Chemicals

Corporate and others

Impairment losses on long-lived assets
Exploration and production
Refining
Marketing and Distribution
Chemicals

Corporate and others

Year ended 31 December

2017 2016
RMB miillion RMB million
31,344 32,187
21,075 14,347
21,539 18,493
23,028 8,849
2,398 2,580
99,384 76,456
66,843 61,929
18,408 17,209
15,463 14,540
12,873 12,654
1,723 2,093
115,310 108,425
13,556 11,605
1,894 1,655
675 267
4,922 2,898
211 —
21,258 16,425

The following tables set out information about the geographical information of

the Group’s external sales and the Group’s non-current assets, excluding financial

instruments and deferred tax assets. In presenting information on the basis of

geographical segments, segment revenue is based on the geographical location of

customers, and segment assets are based on the geographical location of the assets.
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10.

Year ended 31 December

2017 2016
RMB miillion RMB million
External sales

Mainland China 1,758,365 1,488,117
Singapore 269,349 152,068
Others 332,479 290,726
2,360,193 1,930,911
2017 2016
31 December 31 December
RMB million RMB million

Non-current assets
Mainland China 979,329 1,000,209
Others 48,572 45,887
1,027,901 1,046,096

Repurchase, Sales and Redemption of Shares
During this reporting period, neither Sinopec Corp. nor any of its subsidiaries repurchased, sold

or redeemed any listed shares of Sinopec Corp. or its subsidiaries.

Model Code for Securities Transactions by Directors

Each of the directors of Sinopec Corp. confirmed that he has complied with the Model Code for
Securities and Transactions by Directors of Listed Companies as set out in Appendix 10 of the
Hong Kong Listing Rules during the year ended 31 December 2017. In addition, Sinopec Corp.
formulated the “Rules Governing Shares Held by Company Directors, Supervisors and Senior
Managers and Changes in Shares” and the “Model Code of Securities Transactions by Company
Employees” to regulate the purchase and sale of Sinopec Corp.’s securities by Sinopec personnel.
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11.

12.

Compliance with Corporate Governance Code

Sinopec Corp. did not establish a nomination committee of the Board according to section A.5
of the Corporate Governance Code and Corporate Governance Report (“Corporate Governance
Code”) as set out in Appendix 14 of the Hong Kong Listing Rules. Sinopec Corp. is of the
view that the nomination of director candidates by all members of the board of directors would
be better suited the actual situation of the Company. The board of directors of Sinopec Corp.

performed the duties of the nomination committee prescribed in the Corporate Governance Code.

Save as disclosed above, Sinopec Corp. complied with all code provisions set out in the

Corporate Governance Code during the reporting period.

Review of Annual Results
The annual results for the year ended 31 December 2017 have been reviewed with no
disagreement by the audit committee of Sinopec Corp.

This announcement is published in both English and Chinese languages. In the event of any

inconsistency between the two versions, the Chinese version shall prevail.

By Order of the Board
China Petroleum & Chemical Corporation
Huang Wensheng
Vice President and Secretary to the Board of Directors

Beijing, the PRC, 23 March 2018

As of the date of this announcement, directors of the Company are: Dai Houliang”, Li Yunpeng*, Jiao

Fangzheng®, Ma Yongsheng?, Jiang Xiaoming*, Andrew Y. Yan®, Tang Min* and Fan Gang".

# Executive Director

* Non-executive Director

+ Independent Non-executive Director

—61 -



