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Chairman’s Statement

Dear Shareholders:

On behalf of the board (the “Board”) of directors (“Directors”) of Flat Glass Group Co., Ltd. (the “Company”, together
with its subsidiaries, the “Group”), I present the audited consolidated financial report of the Group for the year ended
31 December 2021 (“FY2021” or the “Reporting Period”).

In FY2021, the Group benefited from the impact of the release of new capacity as well as stable and strong increase in
demand of PV industry, and its operating revenue reached a new high. The operating revenue of the Group for FY2021
was approximately RMBS8,713.23 million, representing an increase of 39.18% as compared to RMB6,260.42 million
for FY2020. The net profit attributable to Shareholders of the parent company for FY2021 was RMB2,119.92 million,
representing an increase of 30.15% as compared to RMB1,628.78 million for FY2020.

BOOMING DEVELOPMENT OF THE DOMESTIC PV INDUSTRY

2021 is the first year of the 14th Five-Year Plan, and it is also the beginning year of moving towards the goal of “China
will step up its efforts in striving to reach carbon peak emissions by 2030 and achieve carbon neutrality by 2060 proposed
by General Secretary Xi. In October 2021, the State Council of CCCPC issued the Opinions on Fully, Accurately and
Comprehensively Implementing the New Development Concept to Achieve Carbon Peak and Carbon Neutrality (L [
000000000 bbo0o0ou0bbb0o0o0ogbDbDbO)and the Notice on Printing and Distribution of the
Action Plan for Carbon Peak Before 2030 (0 D O O 020300 000000000 DODODO), which clearly put forward
the short-term goal that non-fossil energy sources account for 20% of energy consumption by 2025, the medium-term goal
that non-fossil energy account for 25% of energy consumption by 2030, and the long-term goal that non-fossil energy
account for 80% of energy consumption by 2060. The PV power generation industry will achieve high-quality leapfrog
during the period of the 14th Five Year Plan.

2021 has witnessed a powerful growth momentum of PV industry. According to the statistics of the National Energy
Administration, in FY2021, China’s new installed capacity reached 54.88 gigawatts (“GW”), representing a year-on-
year increase of 13.9%, including new installed capacity of distributed PV of approximately 29.28 GW, representing
approximately 53.4% of China’s new installed capacity and household installation capacity of approximately 21.6GW,
representing approximately 39.4% of China’s new installed capacity. China’s new installed capacity has ranked first
globally for consecutive 9 years. As of the end of 2021, China’s accumulated installed capacity reached 306GW,
representing a year-on-year increase of 20.9%, ranking first globally for consecutive 7 years. In FY2021, China’s PV
power generation reached 325.9 billion kwh, representing a year-on-year increase of 25.1% and it accounted for 3.9%
of China’s electricity consumption volume in FY2021, representing a year-on-year increase of 0.4 percentage point.

STRONG DEMAND IN THE OVERSEAS PV MARKET

Overseas demand has maintained boom since the beginning of 2021. According to China Photovoltaic Industry Association,
the new installed capacity of global photovoltaic industry in 2021 was approximately 170GW, representing a year-on-
year increase of 30.7%; In 2021, the total export of China’s photovoltaic products was approximately US$28.43 billion,
representing a year-on-year increase of 43.9%; The export of PV modules was approximately 98.5GW, representing a
year-on-year increase of 25.1%; India experienced growth more than expected. In 2021, the new installed capacity of
PV in India was approximately 11.89GW, representing a year-on-year increase of 218%. The United States continues to
be the world’s second largest installed market with the new installed capacity of approximately 26.8GW.
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ACCELERATING THE EXPANSION OF PV GLASS PRODUCTION CAPACITY

Due to the vigorous development of the whole PV industry and the differentiated requirements of downstream customers for
large-sized and thin glass, the Group expects that the present capacity will not be able to meet the demand of downstream
customers for the Group’s products. At present, the Group is constructing phase III and phase IV project in Anhui
production base and intends to construct four PV glass furnaces with a daily melting capacity of 1,200 tons in Nantong,
Jiangsu province, which is in the progress of approval. After approval, the Group will accelerate the construction progress.

Ruan Hongliang
Chairman

Jiaxing, Zhejiang Province, PRC
21 March 2022
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Five-Year Financial Summary

For the year ended 31 December

2021 2020 2019 2018 2017

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Revenue 8,713,228 6,260,418 4,806,804 3,039,802 2,974,511

Net profit 2,119,919 1,628,784 717,244 410,926 429,511

Earnings per share
— Basic (RMB) 0.99 0.83 0.37 0.23 0.24
— Diluted (RMB) 0.99 0.81 N/A N/A N/A
For the year ended 31 December

2021 2020 2019 2018 2017

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Non-current assets 11,184,615 6,696,524 4,939,536 3,896,692 3,055,430

Current assets 8,898,302 5,569,277 4,452,745 3,056,857 2,950,113

Total assets 20,082,917 12,265,800 9,392,281 6,953,549 5,955,543

— Current liabilities 6,164,462 3,330,801 4,454,089 2,250,047 1,968,537

— Non-current liabilities 2,108,286 1,700,256 425,303 1,034,848 736,633

Total liabilities 8,272,748 5,031,058 4,879,392 3,284,895 2,705,170

Net assets 11,810,169 7,234,743 4,512,888 3,668,654 3,250,373

Share capital 536,723 510,312 487,500 450,000 450,000

Total equity 11,810,169 7,234,743 4,512,888 3,668,654 3,250,373
Equity attributable to owners

of the parent company 11,810,169 7,234,743 4,512,888 3,668,654 3,250,373

The financial summary for the year 2019, 2020 and 2021 were extracted from the consolidated financial statements
prepared in accordance with the China Accounting Standards for Business Enterprises, while the financial summary for
the years 2017 and 2018 were extracted from the consolidated financial statements of the Group for the corresponding
reporting period prepared in accordance with the IFRSs.
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Management Discussion and Analysis

BUSINESS OVERVIEW

The Group is principally engaged in the manufacturing and sales of various glass products, including PV glass, float
glass, architectural glass and household glass. The production facilities of the Group are strategically located in Jiaxing,
Zhejiang Province, and Fengyang County, Chuzhou, Anhui Province in the PRC and Haiphong, Vietnam. The Group
mainly sells glass products to customers in countries including China, Vietnam, Singapore, Korea, India, Germany,
Turkey, Mexico and the United States.

In FY2021, the Group benefited from the impact of capacity expansion and the boom of PV industry, and its operating
revenue reached a new high. The operating revenue of the Group for FY2021 was approximately RMB8,713.23 million,
representing an increase of 39.18% as compared to RMB6,260.42 million for the year ended 31 December 2020 (“FY2020”).
The net profit attributable to shareholders of the parent company (the “Shareholders”) for FY2021 was RMB2,119.92
million, representing an increase of 30.15% as compared to RMB1,628.78 million for FY2020.

Overview of the Group’s business
1. Domestic expansion in China

Due to the vigorous development of the whole PV industry and the differentiated requirements of downstream
customers for large-sized and thin glass, the Group expects that the present capacity will not be able to meet the
demand of downstream customers for the Group’s products. At present, the Group is constructing phase III and phase
IV project in Anhui production base and intends to construct four PV glass furnaces with a daily melting capacity
of 1,200 tons in Nantong, Jiangsu province, which is in the progress of approval. After approval, the Group will
accelerate the construction progress.

2. Cold repair of existing PV glass furnaces

In order to further increase the production efficiency, the Group has cold repaired one PV glass furnace with a daily
melting capacity of 600 tons at the production base in Jiaxing, Zhejiang Province, the PRC, which was completed
and ignited in the first quarter of 2022.

3.  Update on issuance of new H shares

On 5 February 2021, the Company announced to propose to issue up to 76,000,000 new H shares, which has been
approved by the Board. The cap of the new H shares proposed to be issued shall represent: (i) approximately 3.5%
of the total issued share capital of the Company as at the date of the Board meeting; (ii) approximately 3.4% of the
total issued share capital of the Company enlarged by this issuance; (iii) approximately 16.9% of the total issued
H shares of the Company as at the date of the Board meeting; and (iv) approximately 14.4% of the total issued H
shares of the Company enlarged by this issuance. This issuance has been considered and approved at the 2021 first
extraordinary general meeting, the 2021 first A share class meeting and the 2021 first H share class meeting held
on 25 March 2021. It has been reported to the China Securities Regulatory Commission (“CSRC”) on 25 March
2021 and it has been approved by CSRC in June 2021. As of the date of this annual report, the issuance of new H
shares has not been completed.

ANNUAL REPORT 2021 FLAT GLASS GROUP CO., LTD.



8

Management Discussion and Analysis

Reserved Grant of the Restricted A Shares to Participants under the Restricted A Share Incentive Scheme

On 25 May 2021, the Company announced the reserved grant of 700,000 shares of restricted A shares to three
participants at a grant price of RMB14.23 per share. On 5 July 2021, Deloitte Touche Tohmatsu Certified Public
Accountants LLP examined the reserved grant of restricted A shares actually paid by the participants and issued
the Capital Verification Report (Yan) Zi (21) No.00324. As at 25 June 2021, the Company received a total of
RMB9,961,000 in cash from three participants for subscription of 700,000 shares of RMB Ordinary Shares (A
Shares). The procedures for registration and custody at China Securities Depository and Clearing Corporation
Limited Shanghai Branch of the additional restricted A Shares of the Company issued under the reserved grant of
the restricted A share incentive scheme were completed on 20 July 2021.

Update on A Share Convertible Bonds issuance

On 16 June 2021, the Company announced the plan to issue A share convertible bonds in the PRC for a total amount
of not more than RMB4,000 million (“A Share Convertible Bonds”) which are convertible into new A shares of
the Company (“A Shares”). The proposal in relation to the public issuance of A Share Convertible Bonds was
approved at the 2021 second extraordinary general meeting, the 2021 second A share class meeting and the 2021
second H shareholders class meeting of the Company. As of the date of this annual report, the issuance of A Share
Convertible Bonds has not been completed.

A share option incentive scheme

On 17 August 2021, the Company announced the plan to implement an A share option incentive scheme (“Scheme”).
The principal terms of the Scheme are as follows:

a.  Purpose of the Scheme

As incentive or rewards to eligible participants for their contribution to the Company to further improve the
corporate governance structure of the Company, establish and enhance the long-term incentive and constraint
mechanism of the Company, attract and retain talents, fully mobilize the proactiveness and creativities of the
senior and mid-level management and technical personnel of the Company, effectively promote the cohesiveness
of the core team and the core competitiveness of the enterprise, effectively align the interests of shareholders,
the Company and the core management team, enabling all parties to focus on the long-term development of the
Company, and ensure the achievements of the development strategies and operation objectives of the Company.
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Eligible participants of the Scheme

Participants of the Scheme are the senior and mid-level management and technical personnel of the Company
as at the date of the announcement of the draft Scheme published on the website of the SSE. The Remuneration
Committee prepared a list of eligible scope of the participants of the Scheme and the list was reviewed and
confirmed by the Supervisory Committee. None of the participants of the Scheme is a Director or Supervisor
of the Company.

Total number of Shares available for issue under the Scheme and percentage to the issued share capital as at
the date this report

The number of share options proposed to be granted under the Scheme is 5,947,858, representing approximately
0.28% of the total issued share capital of 2,146,893,254 Shares of the Company as at the date of this report,
among which, the first grant of share options consists of 5,353,072 shares, representing approximately 0.25%
of the total issued share capital of 2,146,893,254 shares of the Company as at the date of this report and 90%
of the total number of share options under the grant; the reserved share options consist of 594,786 shares,
representing approximately 0.03% of the total issued share capital of 2,146,893,254 shares of the Company
as at the date of this report and 10% of the total number of share options under the grant.

Maximum entitlement of each participant under the Scheme

The total number of shares of the Company to be granted under the Scheme to any one of the above participants
during the Validity Period will not exceed 1.00% of the Company’s total share capital. The total number of
target shares involved in the Scheme during the validity period will not exceed 10.00% of the total share capital
of the Company when the Scheme was submitted to the Shareholders’ general meeting. The Reserved Share
Options shall not exceed 20.00% of the total share options available under the Scheme. If the participants
voluntarily waive the benefits granted due to personal reasons, the Board shall make corresponding adjustments
to the number of shares options granted.
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Management Discussion and Analysis

e.  The period within which the shares must be taken up under an option

Upon the fulfillment of conditions of the exercise of the share options, the share options are exercisable in
five tranches upon expiry of 12 months from 19 November 2021 (“Date of Grant”). The exercise arrangement

10

for the First Grant of Share Options and the Reserved Share Options are as follows:

The exercise arrangement for the First Grant of Share Options:

Proportion of
exercisable
Share Options
to the total

number of
Exercise Share Options
Arrangement Exercise Period granted
First Exercise Commencing from the first trading day after the expiry of the 12th 20%
Period month from the Date of Grant of the First Grant of Share Options,
and ending on the last trading day of the 24th month from the Date
of Grant
Second Exercise = Commencing from the first trading day after the expiry of the 24th 20%
Period month from the Date of Grant of the First Grant of Share Options,
and ending on the last trading day of the 36th month from the Date
of Grant
Third Exercise Commencing from the first trading day after the expiry of the 36th 20%
Period month from the Date of Grant of the First Grant of Share Options,
and ending on the last trading day of the 48th month from the Date
of Grant
Fourth Exercise Commencing from the first trading day after the expiry of the 48th 20%
Period month from the Date of Grant of the First Grant of Share Options,
and ending on the last trading day of the 60th month from the Date
of Grant
Fifth Exercise Commencing from the first trading day after the expiry of the 60th 20%

Period

month from the Date of Grant of the First Grant of Share Options,
and ending on the last trading day of the 72th month from the Date
of Grant
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The exercise arrangement for the Reserved Share Options:

Exercise
Arrangement

Exercise Period

Proportion of
exercisable
Share Options
to the total
number of
Share Options
granted

First Exercise
Period

Second Exercise
Period

Third Exercise
Period

Fourth Exercise
Period

Fifth Exercise
Period

Commencing from the first trading day after the expiry of the 12th
month from the Date of Grant of the Reserved Share Options, and
ending on the last trading day of the 24th month from the Date of
Grant

Commencing from the first trading day after the expiry of the 24th
month from the Date of Grant of the Reserved Share Options, and
ending on the last trading day of the 36th month from the Date of
Grant

Commencing from the first trading day after the expiry of the 36th
month from the Date of Grant of the Reserved Share Options, and
ending on the last trading day of the 48th month from the Date of
Grant

Commencing from the first trading day after the expiry of the 48th
month from the Date of Grant of the Reserved Share Options, and
ending on the last trading day of the 60th month from the Date of
Grant

Commencing from the first trading day after the expiry of the 60th
month from the Date of Grant of the Reserved Share Options, and
ending on the last trading day of the 72th month from the Date of
Grant

20%

20%

20%

20%

20%
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Management Discussion and Analysis

The minimum period for which an option must be held before it can be exercised

Upon the fulfillment of conditions of the exercise of the Share Options, the Share Options are exercisable in
five tranches upon expiry of 12 months from the Date of Grant.

The amount payable on application or acceptance of the option and the period within which payments must
or may be made

There is no amount payable on application or acceptance of the option and there is no time requirement for
which payments must or may be made.

The basis of determining the exercise price

The exercise price under the First Grant of Share Options shall not be less than the nominal value of the Shares
and in principle the higher of:

(i) the average trading price of the A shares of the Company on the trading day immediately preceding the
date of announcement of the Scheme (draft), being RMB44.02 per Share (as compared to 80% of the
average trading price on such date as set out in the announcement, being RMB35.22 per Share); or

(i) the average trading price of the A shares of the Company for the 120 trading days immediately preceding
the date of announcement of the Scheme (draft), being RMB34.90 per Share (as compared to 80% of the
average trading price for such period as set out in the announcement, being RMB27.92 per Share).

The Exercise Price of the Reserved Share Options shall be adjusted to be identical to the Exercise Price under
the First Grant of Share Options, being RMB44.02 per Share (as compared to the Exercise price of RMB35.22
per Share as set out in the announcement).

The remaining life of the Scheme

The Validity Period of the Scheme commenced from the Date of Grant of the Share Options, and shall end on
the date on which all the share options granted to the participants under the Scheme have been exercised or
cancelled, and shall not be longer than 72 months.

accounting policy adopted for the share options

The date of the grant is 19 November 2021. On each balance sheet date within the vesting period, the Company
shall recognize the relevant assets costs or current expenses for the services acquired during such period and
shall be recognized under “Capital Reserve — Other Capital Reserve” at the fair value of the share options on
the Date of Grant based on the best estimate of the number of exercisable share options.

If the exercise conditions are met on the Exercise Date, the share options can be exercised and carried forward
to the “Capital Reserve — Other Capital Reserve” recognized on each balance sheet date before the Exercise
Date; if all or part of the share options become invalid or are abolished due to failure to exercise, it shall be
treated in accordance with accounting standards and related regulations.
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As for the accounting treatment after the exercise date, no adjustment shall be made to the confirmed costs
and total owner’s equity.

In accordance with the relevant requirements of the Accounting Standards for Business Enterprises No.
11 — Share-based Payments (U O O 00O 0O 110 — 0O 0O 0O O ) and the Accounting Standards for Business
Enterprises No. 22 — Recognition and Measurement of Financial Instruments (U U OO0 OO0 0220 -0 000
00O 00O0), the Company uses the Black-Scholes model (BS model) as the pricing model, and the Company
uses this model to make an estimation on the fair value of the share options granted based on 17 August 2021
(official calculation will be conducted at the time of grant). The specific parameters are selected as follows:

(i)  Price of target shares: RMB42.89 per share (closing price on 17 August 2021)

(ii) Validity Period: 1 year, 2 years, 3 years, 4 years and Syears, respectively (period commencing from Date
of Grant and ending on the first date of exercise for each respective period)

(iii) Historic volatility: 14.73%, 17.44%, 18.71%, 17.92% and 16.55% (annualized volatility for the
corresponding period of SSE Composite Index)

(iv) Risk-free interest rate: 1.50%, 2.10% and 2.75% (based on one-year, two-year, three-year, three-year
and above RMB deposit benchmark interest rate, respectively, of financial institutes developed by the
People’s Bank of China)
On 26 November 2021, the Company announced the first grant of 5,341,072 shares of A share option incentive
scheme to 288 participants at an exercise price of RMB44.02 per share. The details of the First Grant of the 2021
A Share Options are as follows:
a.  Date of grant
19 November 2021
b.  Number of grant
5,341,072
c.  Number of participants of grant
288
d.  Connected person as participants
Except for Mr. Zhu Yuping (U [ [ ), son of Mr. Zhu Quanming ([J O [J ), a Supervisor of the Company thus
a connected person of the Company, none of the participants is a connected person of the Company as defined

under Chapter 14 A of the Listing Rules. A total of 40,000 share options were granted to Mr. Zhu Yuping under
the First Grant of Share Options to the participants.
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Management Discussion and Analysis

Exercise price and exercise period

RMB44.02 per share. In the event of capitalization of capital reserves, bonus issue, dividend distribution,
subdivision or consolidation of shares, rights issue, etc. of the Company during the period from the date of
the announcement of the Scheme to the completion of share registration of share options by the participants,
the exercise price and the total number of underlying shares involved would be adjusted in accordance with
the Scheme.

For details of the exercise period of the First Grant of Share Options, please refer to the descriptions above.
Closing price of the A shares on the date of immediately before the date of grant

RMB46.55 per share

Source of shares

A shares of the Company to be directly issued to the participants by the Company

Vesting period

All share options granted to the participants are subject to different vesting periods, and each of them commences
on the date on which the registration of the grant of share options is completed. The interval between the Date
of Grant and the first exercise date shall not be less than 12 months.

The Participants of the Scheme may exercise share options upon the expiration of the vesting period. The
exercise date must be a trading day within the validity period of the Scheme, and shall not fall within the
period prohibited from exercising rights of share options by the listing rules of the stock exchange where the
Company’s Shares are listed.

The total outstanding share options as at 1 January 2021 and 31 December 2021 were nil and 5,341,072,
respectively. For the date of grant, vesting period, exercise period and exercise price of the relevant outstanding
options as at 31 December 2021, please refer to the above paragraphs. During the Reporting Period, there were
no options exercised, or lapsed. Board meeting granted 5,341,072 share options to 288 Participants under the
first grant. Before completion of registration of the share options on 13 January 2022, 5 Participants gave
up where 95,600 share options were cancelled, resulting the adjusted number of participants as 283 with the
adjusted first grant of share options as 5,245,472 share options. The fair value of the 5,245,472 share options
granted during the Reporting Period amounted to RMB47.2396 million, measured as at the date of the grant.
Such measurement is based on the Black-Scholes option pricing model and the following assumptions: Where
the employees have to meet vesting conditions before becoming unconditionally entitled to the options, the
total estimated fair value of the options is spread over the vesting period, taking into account the probability
that the options will vest. The fair value of such share options granted is subjective and uncertain as they are
subject to the assumptions described above and are limited to the model adopted. For the accounting policies
of such share options, please refer to the previous paragraphs.
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7.  Acquisition of entire equity interest of Sanli Mining and Dahua Oriental Mining

The Company entered into an equity transfer agreement and a supplementary agreement to the equity transfer
agreement with Anhui Fengsha Mining Company Limited (“Fengsha Mining”) on 27 October 2021 and 13 February
2022 respectively. It is determined that the Company acquired the entire equity interest of Anhui Dahua Oriental
Mining Company Limited (“Dahua Oriental Mining”) and Anhui Sanli Mining Company Limited (“Sanli Mining”)
(together “Target Companies”™) for a total consideration of RMB3,343,947,600.

The Company has completed the corresponding industrial and commercial registration procedures for equity changes
in 2022. Target Companies have become wholly-owned subsidiaries of the Company, which were directly held
as to both 100% by the Company. The acquisition of the Target Companies were completed in 2022 therefore no
impact to the financial statements for the Reporting Period of the Group was incurred.

The strategy of the acquisition is mostly based on the long-term benefits. With the increasing customers’ orders, the
Company’s PV glass production capacity has expanded steadily, so the demand of the Company for quartz sand,
the main raw material required for PV glass pro-duction, has raised significantly. At the same time, with the rapid
growth of PV glass industry, high-quality quartz sand with limited origin distribution will become a scarce resource.
The supply of high-quality and stable quartz sand is the guarantee for the development of PV glass enterprises.

Dahua Dongfang Mining is a company established under the laws of the PRC with limited liability on 27 May 2011,
and is principally engaged in mining and sale of quartzite. As of the date of the Report, Dahua Dongfang Mining had
one mining license (C3490002020037130149488) covering a total area of 0.2288 km?. Sanli Mining is a company
established under the laws of the PRC with limited liability on 6 January 2003, and is principally engaged in mining
and sale of quartzite. As of the date of the Report, Sanli Mining had one mining license (C3400002010127140109771)
covering a total area of 0.2009 km?. The main business of the Target Companies is the operation of the mining and
sale of quartzite.

The fair value of the Target Companies amounts to RMB185,368,578.46, representing approximately 1.57% of the
net assets of the Company as at 31 December 2021.

INDUSTRY OVERVIEW
PV industry moving forward in challenges

In respect of the whole PV industry, in 2021, due to the continuous rise of commodity prices, the periodical imbalance
between supply and demand of some products in the industrial chain and the dual control of energy consumption affecting
the production of enterprises, the prices of all sectors generally rose, which affected the development of the downstream
market to a certain extent. In terms of the PV glass, due to the rising prices of raw materials and fuels, the cost continues to
rise. At the same time, with the gradual release of new production capacity, the price of PV glass experienced a significant
correction. The superposition of the two factors had a certain impact on the profitability of the Company’s PV glass.

Despite many challenges facing the business environment, the global PV market maintained a strong development
momentum in 2021.
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According to the statistics of the National Energy Administration, in FY2021, China’s new installed capacity reached 54.88
gigawatts (“GW?”), representing a year-on-year increase of 13.9%, including new installed capacity of distributed PV of
approximately 29.28 GW, representing approximately 53.4% of China’s new installed capacity and household installation
capacity of approximately 21.6GW, representing approximately 39.4% of China’s new installed capacity. China’s new
installed capacity has ranked first globally for consecutive 9 years. As of the end of 2021, China’s accumulated installed
capacity reached 306GW, representing a year-on-year increase of 20.9%, ranking first globally for consecutive 7 years.
In FY2021, China’s PV power generation reached 325.9 billion kwh, representing a year-on-year increase of 25.1% and
it accounted for 3.9% of China’s electricity consumption volume in FY2021, representing a year-on-year increase of
0.4 percentage points.

In addition, due to the high power price, the overseas market has higher acceptance of the rising module price. Overseas
demand has maintained boom since the beginning of 2021. According to China Photovoltaic Industry Association, the
new installed capacity of global photovoltaic industry in 2021 was approximately 170GW, representing a year-on-year
increase of 30.7%; In 2021, the total export of China’s photovoltaic products was approximately US$28.43 billion,
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The following table set forth the breakdown of our revenue for the years indicated:

For the year ended 31 December

2021 2020
(Audited) (Audited)
(RMB’000) (RMB’000)
Categories of goods
PV glass 7,121,636.84 5,225,674.40
Float glass 393,531.13 75,653.29
Household glass 380,740.72 326,537.45
Architectural glass 711,402.30 530,624.51
Mining business 66,349.05 63,783.52
Other business @ 39,568.02 38,144.64
By geographical regions
PRC 6,385,359.29 4,451,797.46
Asia (excluding China) 1,766,009.57 1,342,878.08
Europe 177,799.23 188,748.99
North America 365,509.71 253,658.25
Others 18,550.26 23,335.01
Notes:
(1) “Mining business” mainly includes the quartzite ore extracted from the Mine, which was sold to third parties.
2) “Other business” mainly includes rental income and sales income of materials.

Operating costs

The operating costs of the Group for FY2021 was RMBS5,620.39 million, representing an increase of RMB2,019.53 million
or 56.08% as compared to the operating costs of RMB3,600.86 million for FY2020. The increase was mainly due to the
increase in sales volume, the increase in freight price as well as the increase in costs of some raw materials and fuels.
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Gross profit and gross profit margin

For FY2021, the gross profit of the Group increased by 16.29% from RMB2,659.55 million in FY2020 to RMB3,092.84
million, and the gross profit margin declined to 35.50% (FY2020: 42.48%). The increase in gross profit was mainly due
to the increase in sales volume resulted from the release of new production capacity of PV glass. The decrease in gross
profit margin was mainly due to the fact that the price of PV glass remained high in the first quarter of 2021 and then
significantly decreased under the impact of supply and demand in the second quarter of the year, resulting in a decrease
in the annual average price of PV glass as compared to that in FY2020, coupled with the increase in freight price as well
as costs of raw materials and fuels.

For the year ended 31 December

2021 2020

(Audited) (Audited)
Gross profit Gross profit
Gross profit margin Gross profit margin
(RMB’000) (%) (RMB’000) (%)
PV glass 2,542,191.96 35.70 2,346,961.52 44.91%
Float glass 152,851.85 38.84 24,067.60 31.81%
Household glass 116,954.20 30.72 79,215.51 24.26%
Architectural glass 234,886.13 33.02 141,521.12 26.67%
Mineral products 38,020.39 57.30 35,819.06 56.16%
Other business 7,931.58 20.05 31,968.89 83.81%
Total 3,092,836.11 35.50 2,659,553.70 42.48%

Sales expenses

The sales expenses of the Group for FY2021 amounted to RMB85.72 million, representing an increase of 79.97% as
compared to RMB47.63 million for FY2020. The increase was mainly due to the increase in sales volume of principal
products, which resulted in the increase in pallet expenses.

Administrative expenses

The administrative expenses of the Group for FY2021 amounted to RMB221.78 million, representing an increase of

28.68% as compared to RMB172.35 million for FY2020. The increase was mainly due to the increase in employee
remuneration and benefits and equity-settled share-based payments of the Group.
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Research and development costs

The research and development costs of the Group increased by 43.45%, from RMB284.72 million in FY2020 to RMB408.42
million for FY2021. The reason for the increase was mainly due to the increase in number of research and development
projects, including technologies to improve light transmittance and self-developed equipment to optimise production
processes for ultra-thin glass and maintaining market competitiveness.

Finance costs

For FY2021, financial costs of the Group amounted to RMB52.52 million, representing a decrease of 62.89% from
RMB141.53 million in FY2020. The decrease was mainly due to the increase in interest income and exchange gain. The
primary economic environment in which the principal subsidiary of our Company operates is the PRC and its functional
currency is RMB. However, certain sales and purchases of the Group are denominated in United States dollars, Euros
and VDN, which expose the Group to foreign currency risk.

The interest rate of bank loans ranged from 0.79% to 4.90% in FY2021, as compared to the interest rate ranging from
1.25% to 4.9% in FY2020.

Income tax

For FY2021, the income tax of the Group amounted to RMB260.30 million, representing a decrease of 6.19% from
RMB245.12 million in FY2020. In addition, the actual tax rate decreased from 13.08% in FY2020 to 10.94% in FY2021.
Details of tax incentives of the Company and certain subsidiaries are set out in Note (VI) 54 to the financial information
set out in this announcement.

Capital expenditures

During the Reporting Period, total capital expenditures of the Group amounted to approximately RMB3,768.70 million
(FY2020: RMB1,950.13 million), involving the purchase of fixed assets, construction in progress and intangible assets,
which mainly included the project of phase II, III of Anhui production base and phase II of Jiaxing production base.
Assets and equity

Total assets of the Group increased from RMB12,265.80 million as at 31 December 2020 to RMB20,082.92 million as at

31 December 2021. Shareholders’ equity increased from RMB7,234.74 million as at 31 December 2020 to RMB11,810.17
million as at 31 December 2021.
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Financial resources and liquidity

During the Reporting Period, the Group increased its bank borrowing by RMB3,541.80 million, received investments
of RMB2,509.96 million and repaid debts of RMB1,375.24 million. For FY2021, the Group’s financial liquidity and
financial performance remained in a satisfactory condition. For FY2021, the Group’s main sources of funding were
proceeds from the non-public issuance of A shares, cash from operating activities and credit financing provided by banks.

EBITDA and net profit

For FY2021, EBITDA of the Group (earnings before interests, taxes, depreciation and amortization) increased by
RMB655.72 million from RMB2,360.90 million for FY2020 to RMB3,016.62 million. For FY2021, the EBITDA margin
of the Group was 34.62% and the EBITDA margin was 37.71% for the same period in 2020.

As a result of the foregoing, the net profit increased by RMB491.14 million, or 30.15%, from RMB1,628.78 million for
FY2020 to RMB2,119.92 million for FY2021.

Gearing ratio

As at 31 December 2021, the gearing ratio (gearing ratio equals total debt divided by total assets as of the end of the year
or period multiplied by 100%. Total debt includes all interest-bearing bank and other loans of the Group) was 41.19%,
increased by 0.17 percentage point as compared to 41.02% as at 31 December 2020, remaining stable.

Bank loans

As at 31 December 2021, bank loans of the Group amounted to RMB4,137.91 million, which increased by RMB1,984.68
million, or 92.17% as compared to approximately RMB2,153.23 million as at 31 December 2020. The increase was mainly
due to the increase in cash outflow from operating activities and the payment of intention money for the acquisition
of Sanli Mining and Dahua Mining. As at 31 December 2021, 16.80% of the Company’s bank loans were fixed-rate
borrowings and 83.20% were variable-rate borrowings, and the interest rates ranged from 0.79% to 3.85% per annum.

As at 31 December 2021, the total carrying amount of fixed assets, investment properties, construction in progress and
intangible assets of the Group amounted to RMB2,289.96 million, which were pledged to banks to obtain credit facilities.
Notes receivables / receivables financing of the Group with the carrying amount of RMB373.48 million were pledged
to banks to obtain credit facilities.

Given the acquisition of Sanli Mining and Dahua Mining, the Company’s loans are expected to increase, and the extent
of increase will be subject to the payment progress of the acquisition.

Financing and financial policies
The Group implements sound financing and financial policies with the objective of minimizing the Group’s financial
risks while maintaining a good financial performance and reasonable financial costs. The Group regularly reviews

the financing needs to ensure that there are sufficient financial resources to support the Group’s operations and future
investment and expansion plans when necessary.
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Credit risk and forei