Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong
Kong Limited take no responsibility for the contents of this announcement, make no
representation as to its accuracy or completeness and expressly disclaim any liability
whatsoever for any loss howsoever arising from or in reliance upon the whole or any
part of the contents of this announcement.

(A ‘oint stock limited company incorporated in the People’s Republic of China with limited liability)
(Stock Code: 3606)
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Important Notice

The Board of Directors, the Board of Supervisors and the directors, supervisors and senior management of the
Com any warrant that the content of this annual report is true, accurate and complete and does not contain

any false representations, misleading statements or material omissions, and severally and jointly accept legal
responsibility thereof.

Directors’ absence

Position of absent Name of absent

director director Reason for absence Name of proxy
independent non-  Cheung Kit Man Due to the temporary travel restrictions imposed Qu Wenzhou
executive director  Alison by the government in response to the spread of

director o COVID-19

independent Liu Jing Due to the temporary travel restrictions Qu Wenzhou

non-executive

director imposed by the government in

response to the spread of COVID-19

PricewaterhouseCoopers Zhong Tian LLP (Special General Partnership) has issued standard unqualified audit
report for the Company.

Cho Tak Wong, the person-in-charge of the Company, Chen Xiangming, the person-in-charge of accounting
affairs and Qiu Yongnian, the head of the accounting department (person-in-charge of accounting), warrant the
truthfulness, accuracy and completeness of the financial report contained in this annual report.

Plan for profit distribution or conversion of capital reserves into share capital as approved by the Board in the
Reporting Period

As audited by PricewaterhouseCoopers Zhong Tian LLP (Special General Partnership), the net profit attributable
to the shareholders of ordinary shares of the Comﬂany for the year of 2019 as shown on the consolidated
financial statements prepared in accordance with the China Accounting Standards for Business Enterprises
amounted to RMB2,898,433,273. As audited by PricewaterhouseCoopers, the net profit attributable to the
shareholders of ordinary shares of the Company for the year of 2019 as shown on the consolidated financial
;tﬁtBezmsegr;t%G%rgggred in accordance with the International Financial Reporting Standards amounted to

As audited by PricewaterhouseCoopers Zhong Tian LLP (Special General Partnership), the net profit for the year
of 2019 as shown on the Company'’s financial statements prepared in accordance with the China Accounting
Standards for Business Enterprises amounted to RMB3,385,981,534; adding the undistributed profits of
RMB5,093,427,406 at the beginning of the year of 2019, deductlng the distributed profits of RMB1,881,463,149
for the year of 2018, and after appropriating 10% of the net profit of the CompanY for the year of 2019 to
the statutory surplus reserve amounting to RMB338,598,154, the profits distributable to shareholders of the
Company as at December 31, 2019 amounted to RMB6,259,347,637.

The profit distribution plan for the year of 2019 as proposed by the Company is as follows: to distribute cash
dividends of RMB7.5 per 10 shares (tax inclusive) based on the total share capital of 2,508,617,532 shares of the
Company as at December 31, 2019 to holders of A shares and holders of H shares whose names appear on the
register of members on the record date in respect of cash dividends for the year of 2019, with total dividends to
be distributed amounting to RMB1,881,463,149 in total. The undistributed profits of the Company will be carried
forward to the following year. The Company will not carry out bonus issue and conversion of capital reserve into
share caJ)ltaI for the year of 2019. Cash dividends distributed by the ComPany are denominated and declared in
RMB and payable in RMB to holders of A shares, and in HKD to holders of H shares.

If the total share capital of the Company changes before the record date for the i CPlementation of profit
distribution, the Company proposes to maintain the total amount of distribution unchanged and make adjustment
to the distribution ratio per share accordingly. The details of adjustments will be published separately.

Risks associated with forward-looking statements

The forward-looking statements contained in this annual report such as future plans and development strategies
do not constitute profit substantive commitment of the Company to investors. Investors should be aware of the
investment risks.

Any appropriation of fund by the controlling shareholder and its connected parties for non-operating purpose

No

Any provision of external guarantee in violation of the stipulated decision making procedure

No

Material risk alert

The Company has described in details the potential risks it may face in this annual report. For further information,

please refer to “(1V) Potential Risks” under “Il. Discussion and Analysis on the Future Development of the
Company” of “Section V Report of the Board of Directors”.
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Section | Chairman’s Statement

Dear shareholders,

| am very grateful for your long-term support and care for Fuyao Glass. Entrusted by the Board of Directors, | am
pleased to present the 2019 annual report for your review.

In 2019, the global economic growth weakened and the investment scale declined, as trade tensions, financial
instability and increased geopolitical uncertainty resulted in the slowdown of global economic growth; China’s economy
has been weathering increasing economic downward pressure, and particularly, the manufacturing industry was most
directly affected by trade frictions, the automobile consumption has obviously grown weak. Since China’s automobile
industry recorded its first decline over the past 28 years in 2018, the automobile market has shrunk for two consecutive
years. In the perplexing economic context, the Company has been committed to addressing both internal and external
challenges by: (i) improving itself and strengthening management through continuous research and development
and innovation, cost reduction and efficiency improvement, continuous optimization of product structure, quality,
sales and service, and enhancement of the Company’s core competitiveness; (ii) reinforcing the sense of social
responsibility, as we've been staying true and adhering to the main business, insisting on people-oriented management
and strengthening corporate governance, complying with discipline and law, performing social responsibilities
and protecting and maintaining environment, resources and social benefits; (iii) continuing to promote international
development and exploring overseas markets so as to allow more reasonable market structure, as a result of which
the company’s domestic and overseas market proportions have been optimized to 51.22%: 48.78% in 2019, as US
automotive glass operations have continued to improve the efficiency and the internationalization of the Company has
yielded notable results; (iv) expanding our presence along the industrial chain and commencing new business, as we
acquired SAM to establish our presence in downstream aluminum trim business, and in addition, we acquired Jiangsu
Decoration and established Tongliao Refined Aluminum to achieve synergy of upstream and downstream businesses
with German Aluminum Decoration and complete our aluminum auto decorative industrial chain.

For the Reporting Period, the Company, on a consolidated basis, realized revenue of RMB21,103,878,000,
representing an increase of 4.35% as compared with the corresponding period last year; realized a profit before tax of
RMB3,230,573,000, representing a decrease of 34.89% as compared with the corresponding period last year; realized
annual profit attributable to the owners of the Company of RMB2,897,868,000, representing a decrease of 29.66%
as compared with the corresponding period last year; and realized earnings per share of RMB1.16, representing a
decrease of 29.27% as compared with the corresponding period last year.

The profit before tax for the Reporting Period decreased by 34.89% year-on-year, which was mainly affected by the
following: 1. the investment gain for the Reporting Period from the disposal of 75% equity interests in Fuyao Group
Beijing Futong Safety Glass Co., Ltd. last year; 2. the negative profit of integrating period of Germany FYSAM auto
decorative project; 3. exchange gains and losses; 4. the compensation paid by Fuyao Glass lllinois Inc. due to
being accused of breaching the exclusive sales agreement; 5. the increase of American tariff. Based on the above,
eliminating the effects of the above incomparable factors, the profit before tax of the Company for the Reporting Period
decreased by 7.45% year on year.

In 2020, the economic prospect remains grim, and risks and uncertainties will continue to loom both at home and
abroad and the automobile sector is still likely to be confronted with the risk of negative growth. The outbreak of novel
coronavirus pneumonia will intensify its impact on the economy and industry, Fuyao will face greater challenges ahead.
But we will stay true to our commitment and make unremitting efforts to improve ourselves with greater courage and
responsibility to fight the tough battle in 2020:

l. At the strategic level, we will develop a new culture of Fuyao and upgrade the management model of the
Company. The management aims at “Self-improvement”, and upholds the principle of “Clear Goals, Assigned
Responsibilities and Powers, Scientific Review, Clear Incentives and Punishments” to build the new Fuyao
culture of “staying true to our commitment, being modest and prudent, seeking common ground while reserving
differences and constantly striving for self-improvement”.

1. At the tactical level, we will strengthen organizational management, improve corporate management systems,
standardize conference management and implement conference discussions and scientific decision-
making process. We will also carry forward the existing results and good practices, strengthen new product
development and promotion and maintain the healthy development of Fuyao.

Our goal has never changed - to build Fuyao into a globally recognized great enterprise. To achieve this goal, all of
Fuyao staff will be united and work together for the success of Fuyao’s great cause!

Chairman: Cho Tak Wong
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Section Il Definitions

In this report, unless the context otherwise requires, the following expressions shall have meanings as follows:

Definitions of common terms

PRC, China

CSRC

SSE

Hong Kong Stock Exchange

Hong Kong Listing Rules

SFO

Company, Listed Company, Group,
Fuyao Glass, Fuyao

Board of Directors

Board of Supervisors

SAM

RMB, RMB1,000, RMB10,000 and
RMB100 million

PVB

OEM, ancillary business

ARG, spare parts and components
business

laminated glass

float glass
Reporting Period

Latest Practicable Date

the People’s Republic of China

China Securities Regulatory Commission
the Shanghai Stock Exchange

The Stock Exchange of Hong Kong Limited

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

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

Fuyao Glass Industry Group Co., Ltd.

The board of directors of the Company

the board of supervisors of the Company

SAM automotive production GmbH, a company incorporated in
accordance with the laws of Germany, which is principally engaged in
the production and sale of aluminum trim strip

Renminbi 1 Yuan, Renminbi 1,000 Yuan, Renminbi 10,000 Yuan,
Renminbi 100 million Yuan, the lawful currency in circulation in the
PRC

polyvinyl butyral

automotive glass and services used in new vehicles of automobile
factories

used in aftermarket repairing glass, a kind of automotive glass that is
produced for replacement purposes for aftermarket suppliers

automotive safety glass made of two or more than two layers of
automobile float glass held in place by one or more interlayers of PVB

the glass produced by applying float technology
for the twelve months ended December 31, 2019

April 27, 2020, being the latest practicable date for including certain
information herein prior to the publication of this annual report
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COMPANY INFORMATION

Name of the Company in Chinese
Chinese abbreviation
Name of the Company in English
English abbreviation

oboocooooocoobooooo

oood

FUYAO GLASS INDUSTRY GROUP CO., LTD.
FYGO FUYAO GLASS

Legal representative of the Company Cho Tak Wong

CONTACT PERSON AND CONTACT METHODS

Name

Contact Address
Telephone

Fax

E-mail

BASIC INFORMATION

Registered address of the
Company

Postal code of the registered
address of the Company

Office address of the Company

Postal code of the office
address of the Company

Website of the Company

E-mail

Principal place of business
in Hong Kong

Custodian of A shares

Business address
H share registrar

Business address

Secretary to the Board of Directors Representative of Securities Affairs

Li Xiaoxi Zhang Wei

District Il of Fuyao Industrial Zone, District Il of Fuyao Industrial Zone,
Fuqing City, Fujian Province Fuqing City, Fujian Province

0591-85383777 0591-85383777

0591-85363983 0591-85363983

600660@fuyaogroup.com 600660@fuyaogroup.com

Fuyao Industrial Zone, Ronggiao Economic & Technological Development
Zone, Fuging City, Fujian Province
350301

District Il of Fuyao Industrial Zone, Fuqing City, Fujian Province
350301

http://www.fuyaogroup.com

600660@fuyaogroup.com

Room 1907, Shun Tak Centre, West Tower, 200 Connaught Road, Central,
Hong Kong

Shanghai Branch of China Securities Depository and Clearing Corporation
Limited

Level 3, China Insurance Building, 166 East Lujiazui Road, Pudong New
District, Shanghai

Computershare Hong Kong Investor Services Limited

Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wan
Chai, Hong Kong
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VI.

INFORMATION DISCLOSURE AND PLACE OF INSPECTION

Media selected by the Company for information Shanghai Securities News, China Securities Journal and
disclosure Securities Times

Website designated by CSRC for publishing http://www.sse.com.cn
the annual report of the Company

Website designated by Hong Kong Stock http://www.hkexnews.hk
Exchange for publishing the annual report of
the Company

Place of inspection of the annual report of Secretarial Office of the Board of Directors of the Company,
the Company District Il of Fuyao Industrial Zone, Fuqing City

INFORMATION ON THE COMPANY'S SHARES

Information on the Company’s shares
Stock exchange on

Class of shares which shares are listed Stock abbreviation Stock code

A Shares SSE FUYAO GLASS 600660
Hong Kong Stock

H Shares Exchange FUYAO GLASS 3606

OTHER RELEVANT INFORMATION

Auditors engaged by the Name PricewaterhouseCoopers Zhong Tian LLP
Company(domestic) (Special General Partnership)
Office address 11th Floor, PricewaterhouseCoopers Center,

202 Hu Bin Road, Shanghai
Name of signing accountants Zheng Jiayan, Zang Chengqi
Auditors engaged by the Name PricewaterhouseCoopers
Company(overseas)
Office address 24th Floor, Prince’s Building, Central, Hong
Kong
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VII.

PRINCIPAL ACCOUNTING DATA AND FINANCIAL INDICATORS FOR
THE LAST THREE YEARS

)

(1)

Principal accounting data

Principal accounting data

Revenue

Annual profits attributable to the owners of the
Company

Annual profits attributable to the owners of the
Company, net of non-recurring profit or loss

Net cash from operating activities

Equity attributable to the owners of
the Company
Total assets

Note:

2019
21,103,878
2,897,868

2,802,907
4,700,911

At the end of 2019

21,382,603
38,838,517

2018
20,224,986
4,119,935

3,467,788
5,451,390

At the end of 2018

20,203,708
34,503,241

Unit: '000 Currency: RMB

Increase/
decrease for the
Reporting Period

as compared with
the corresponding
period last year
(%)

4.35

-29.66

-19.17
-13.77

Increase/decrease
at the end of the
Reporting Period

as compared with

the end of the
corresponding
period last year
(%)

5.84
12.56

prepared in accordance with the China Accounting Standards for Business Enterprises.

Principal financial indicators

Principal financial indicators

Basic earnings per share (RMB/share)
Diluted earnings per share (RMB/share)

Return on equity (%)

2019

1.16
1.16

13.55

2018

1.64
1.64

20.39

Increase/
decrease for the
Reporting Period

as compared with
the corresponding
period last year

(%)

-29.27
-29.27
Decreased by 6.84
percentage points

2017
18,715,609
3,148,221

3,030,259
4,658,218

At the end of 2017

19,014,191
31,717,365

In particular, “Annual profits attributable to the owners of the Company, net of non-recurring profit or loss” is

2017

1.25
1.25

16.56

For the details of principal accounting data and financial indicators of the Company for the previous five
years as at the end of the Reporting Period, please refer to “Section XlIll Business Performance Highlights

for the Previous Five Years”.



Section Il Corporate Profile and Principal Financial Indicators

VIIl. DIFFERENCES IN ACCOUNTING DATA UNDER DOMESTIC AND
OVERSEAS ACCOUNTING STANDARDS

0)

Differences in net profit and net assets attributable to shareholders
of the Company in the financial statements prepared under the
International Financial Reporting Standards and those under the China

Accounting Standards for Business Enterprises

Prepared in accordance with the
China Accounting Standards for
Business Enterprises

Adjustments to item and amounts in
accordance with the International
Financial Reporting Standards:
Reversal of impairment for

buildings and land use

rights and the differences in
corresponding depreciation and
amortization

Prepared in accordance with the
International Financial Reporting
Standards

Net profit
For the
For the | corresponding
Reporting period of
Period previous year

2,898,433

-565

2,897,868

4,120,487

-552

4,119,935

Unit: '000 Currency: RMB

Net assets attributable to
the shareholders of
the Company

At the end of
the Reporting
Period

21,370,366

12,237

21,382,603

At the
beginning of
the Reporting
Period

20,190,906

12,802

20,203,708
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(1)

Explanation on the differences under domestic and overseas
accounting standards

In addition to preparing the financial statements for H shares in accordance with the International
Financial Reporting Standards, the Company, with its A shares listed on the SSE, is also required
to prepare financial statements in accordance with the China Accounting Standards for Business
Enterprises. There are differences between the financial statements prepared by the Company in
accordance with the International Financial Reporting Standards and those prepared by the Company in
accordance with the China Accounting Standards for Business Enterprises: Yung Tak Investment Limited,
a subsidiary of the Group established in the Hong Kong Special Administrative Region, made provision
for impairment in accordance with the differences between recoverable amounts and carrying amounts
of buildings and lands in the previous year. The provision for long-term asset impairment was subject to
the “Accounting Standards for Business Enterprises No. 8 —Assets Impairment” issued by the Ministry
of Finance on February 15, 2006. Upon recognition, the loss on asset impairment of the Group shall not
be reversed in subsequent accounting periods. Under the International Financial Reporting Standards,
the loss on asset impairment, excluding goodwill, recognized in previous periods should be reversed as
there have changes in the estimates used by the Group for determining the recoverable amounts of assets
since the last recognition of loss on impairment. The differences between the International Financial
Reporting Standards and China Accounting Standards for Business Enterprises will have an impact
on the provision for (and loss on) asset impairment of the Group, and operating results (depreciation/
amortization) of buildings and land use rights within their useful lives, thus resulting in the adjustments
above.

PRINCIPAL FINANCIAL DATA FOR THE YEAR OF 2019 BY QUARTER

Unit: '000 Currency: RMB

First Third Fourth
Quarter(From Second Quarter(From Quarter(From
January to  Quarter(From July to October to
March) April to June) September) December)
Revenue 4,933,498 5,353,865 5,346,312 5,470,203
Annual profit attributable to the owners of
the Company 605,912 899,383 840,810 551,763
Annual profit attributable to the owners of
the Company, net of non-recurring profit
or loss 516,238 824,013 785,291 677,365
Annual cash generated from operating
activities 630,207 1,237,494 1,362,923 1,470,287
Note:
1. The financial data of each quarter in the above table has not been audited.
2. In particular, “Annual profits attributable to the owners of the Company, net of non-recurring profit or loss” is prepared

in accordance with the China Accounting Standards for Business Enterprises.
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X.  NON-RECURRING PROFIT OR LOSS ITEMS AND AMOUNTS (PREPARED
IN ACCORDANCE WITH THE CHINA ACCOUNTING STANDARDS FOR
BUSINESS ENTERPRISES)

Unit: Yuan Currency: RMB
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Xl.

ITEMS MEASURED AT FAIR VALUE

Opening
Name of items balance
Forward foreign exchange contracts 239,690
Currency swap contracts 44,224,931
Short call on foreign exchange
Structured deposits 385,860,411
Principal-guaranteed wealth management
products with the gains linked with J.P.
Morgan MOZAIC WEEKLY Index 1,401,366

Financial assets aa40i8,.4M4Td(Fin7667 cm0 0 mO0 7i2 fair va

Closing
balance

85,110

-3,795,000
860,894,383

luel.2rough 0.23r

Unit: Yuan Currency: RMB

Impact on

profit

Changes in for the
the Reporting Reporting
Period Period
-154,580 -11,724,770
-44,224,931 -5,368,011
-3,795,000 -2,312,000
475,033,972 77,075,247
-1,401,366 5,415,022

gains linked withcomprehensivetincomTd(-3,79
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. PRINCIPAL BUSINESS, BUSINESS MODEL AND INDUSTRY OVERVIEW
DURING THE REPORTING PERIOD

U

(1)

Principal business and business model

The Company is principally engaged in providing total solutions of safety glass for various transportation
vehicles, including design, manufacture and sale of automotive grade float glass, automotive glass and
locomotive glass and provision of relevant services. The business model of the Company is globalized
research and development, design, manufacture, distribution and after-sales services. Adhering to
its brand development strategy of maintaining an industry-leading position in technology and quickly
responding to market changes, the Company works with its customers on product design, manufacturing
and rendering of services, focuses on improving business ecological chain and responds to the ever-
changing demand of customers systematically, professionally and rapidly, thus creating value for its
customers.

Set out below is a breakdown of revenue by products for the periods indicated:

Unit: '000 Currency: RMB

2019 2018 2017

Business Revenue Percentage Revenue Percentage Revenue Percentage

(%) (%) (%)
Automotive glass 18,957,337 89.83 19,351,889 95.68 17,868,123 95.47
Float glass 3,644,798 17.27 3,220,524 15.92 2,899,054 15.49
Others 1,903,485 9.02 573,463 2.84 620,514 3.32
Less: Intragroup eliminations -3,401,742 -16.12 -2,920,890 -14.44 -2,672,082 -14.28
Total 21,103,878 100.00 20,224,986 100.00 18,715,609 100.00

Industry Overview

According to the statistics released by the China Association of Automobile Manufacturers, China’s
automobile production and sales volume in 2018 amounted to 27,809,200 units and 28,080,600 units,
representing year-on-year decreases of 4.16% and 2.76%, respectively, marking negative growth for
the first time since 1990. 2019 saw the second consecutive annual decline, and China’s automobile
production volume and sales volume amounted to 25,721,000 units and 25,769,000 units, respectively,
representing year-on-year decreases of 7.5% and 8.2%, among which China’s production volume and
sales volume of passenger vehicle amounted to 21,360,000 units and 21,444,000 units, representing
year-on-year decreases of 9.2% and 9.6%, respectively. However, China still rank first in the world in
terms of production volume and sales volume. As at the end of 2019, China has ranked first in the world
for eleven consecutive years in terms of production volume and sales volume and the compound growth
rate of China’s automobile production volume is 3.88% from 2010 to 2019.

With the gradual popularization of automobiles in urban households, China’'s automobile industry has
basically passed the ten-year period of rapid growth from 2000 to 2010 and entered a critical period for
transformation. Given the continued slowdown of macroeconomic growth, the ongoing transformation and
upgrading of the automobile industry and the termination of the preferential tax policy on purchases of
cars with engine displacement of 1.6L or less and the market adaption to the shift to China VI emission
standard, China’s automobile market will face more uncertainties in the short run, and the outbreak of
novel coronavirus pneumonia will deepen the impact on the economy and industry.

In terms of the global automobile industrial structure, the proportion of developing countries in the
automobile industry has been increasing, resulting in greater influence; in respect of automobile
ownership, there is still a tremendous gap between China and developed countries. In 2019, the
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automobile ownership per 100 population reached over 80 units, approximately 50 to 60 units and
approximately 17 units in the US, Europe and Japan, and China, respectively. Along with the development
of China’s economy, the ongoing urbanization, the growth of residents’ income and spending power,
and the improvement of road infrastructure, the potential automobile consumption demand in China is
still huge. From the perspective of international horizontal comparison in terms of GDP per capita and
automobile ownership, there is still growth potential in China’s automobile market and great room for
development in the industry that provides accessories for the automobile industry in the medium and long
term.

The Chinese automobile industry has now entered a new stage of development characterized by
diversified demands and an optimized structure. In general, automobile consumers increasingly focus
on quality, personalization and diversification rather than functionality. The promotion of new-energy,
intelligent and energy-saving automobiles facilitates economic transformation and upgrading; along with
the development of application technology, the automotive glass has developed towards “safety and
comfort, energy conservation and environmental friendliness, beautiful appearance, and intelligence and
integration” with constantly increasing added value. The industry-leading position of Fuyao in terms of
technology has brought structural opportunities to the sale of automotive glass of the Company.

Therefore, as a supporting industry of the automobile industry, there is still room for stable development
for the industry in the medium and long run.

Note: The sources of the information above include the information from Organization Internationale des Constructeurs
d’Automobiles (OICA), the China Association of Automobile Manufacturers and the International Organization of
Motor Vehicle Manufacturers.

DETAILS OF SUBSTANTIAL CHANGES OF THE PRINCIPAL ASSETS OF
THE COMPANY DURING THE REPORTING PERIOD
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. BUSINESS REVIEW

)

Review on the business of the Company

The Company is principally engaged in providing total solutions of safety glass for various transportation
vehicles, including design, manufacture and sale of automotive grade float glass, automotive glass and
locomotive glass and provision of relevant services. The business model of the Company is globalized
research and development, design, manufacture, distribution and after-sales services. Adhering to
its brand development strategy of maintaining an industry-leading position in technology and quickly
responding to market changes, the Company works with its customers on product design, manufacturing
and rendering of services, focuses on improving business ecological chain and responds to the ever-
changing demand of customers systematically, professionally and rapidly, thus creating value for its
customers. Fuyao is a green development enterprise with a strong sense of social responsibility, pursuing
safety, eco-friendliness, integrity and win-win results.

For the Reporting Period, the Company, on a consolidated basis, realized revenue of RMB21,103,878,000,
representing an increase of 4.35% as compared with the corresponding period last year; realized
a profit before tax of RMB3,230,573,000, representing a decrease of 34.89% as compared with the
corresponding period last year; realized annual profit attributable to the owners of the Company of
RMB2,897,868,000, representing a decrease of 29.66% as compared with the corresponding period last
year; and realized earnings per share of RMB1.16, representing a decrease of 29.27% as compared with
the corresponding period last year.

The profit before tax for the Reporting Period decreased by 34.89% year-on-year, which was mainly
affected by the following: 1. the investment gain for the Reporting Period from the disposal of 75% equity
interests in Beijing Futong last year; 2. the negative profit of integrating period of Germany FYSAM auto
decorative project; 3. exchange gains and losses; 4. the compensation paid by Fuyao Glass lllinois Inc.
due to being accused of breaching the exclusive sales agreement; 5. the increase of American tariff.
Based on the above, eliminating the effects of the above incomparable factors, the profit before tax of the
Company for the Reporting Period decreased by 7.45% year on year.

For details, please refer to relevant information in this section and subsection headed “I. Management
Discussion and Analysis” in “Section VI Management Discussion and Analysis”.
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(1)

Development, performance or status of the business of the Company

Most of the revenue of the Company is generated from design and supply of high quality automotive glass
and provision of relevant services. The Company also produces and sells float glass which is the primary
raw material for manufacturing automotive glass. The table below sets forth a summary of financial ratios
for the periods and as at the dates indicated:

Year ended December 31

Financial indicators 2019 2018 2017
Revenue growth® 4.35% 8.06% 12.60%
Net Profit Growth® -29.44% 30.46% 0.18%
Gross profit margin® 36.51% 41.52% 41.66%
Net profit margin before interest and

taxes® 17.36% 26.39% 20.63%
Net profit margin® 13.73% 20.30% 16.82%
Return on equity® 13.55% 20.39% 16.56%
Return on total assets” 7.46% 11.90% 9.92%
Gearing ratio® 44.95% 41.45% 40.04%
Turnover period of trade receivables® 74 81 89
Inventory turnover period®® 920 96 97

Notes: (1)Revenue growth O (revenue for the period + revenue for the previous period-1) x 100%; (2) Net profit
growth O (net profit for the period + net profit for the previous period-1)x 100%; (3) Gross profit margin
O (gross profit for the period + revenue)x 100%; (4) Net profit margin before interest and taxes O (sum of
net profit before interest and income tax expenses for the period + revenue)x 100%; (5) Net profit margin
O (net profit for the period + revenue)x 100%; (6) Return on equity 00 (annual profit attributable to the the
owners of the Company for the period + equity attributable to the the owners of the Company as at the end
of the period)x 100%; (7) Return on total assets [J (net profit for the period + total assets as at the end of
the period)x 100%; (8) Gearing ratio O (total liabilities + total assets)x 100%; (9) Turnover period of trade
receivables O [(trade receivables at the beginning of the period + trade receivables at the end of the period)
+ 2]+ revenuex 365 days, trade receivables include trade and bills receivables (including the bills receivables
presented at fair value through other comprehensive income); (10) Inventory turnover period O [(balance of
inventory at the beginning of the period + balance of inventory at the end of the period)+ 2] + sales costsx 365
days.

The Company uses representative financial indicators relating to its profitability, operation capacity and
solvency to analyze its growth potential. The Company’s revenue for 2019 increased by 4.35% year on
year and net profit decreased by 29.44%, mainly due to gains from disposal of equity interest, negative
profit of integrating period of Germany FYSAM auto decorative project, exchange gains and losses, the
compensation paid by Fuyao Glass lllinois Inc. due to being accused of breaching the payment of the
exclusive sales agreement, the increase of American tariff and the effect of the continuous negative
growth in automobile industry. The Company’s gearing ratio as at December 31, 2019 was 44.95%,
showing its solvency remained strong. The turnover period of trade receivables and inventory turnover
period of the Company were 74 days and 90 days, respectively, in 2019, indicating the lowest level in the
recent 3 years and a high turnover efficiency. The Company will constantly strengthen the Company’s
operation management, elevate the core competitiveness of the Company, and is able to continuously
create value for shareholders.

For details of other information, please refer to “Section IV Business Profile” and “Section VI Management
Discussion and Analysis”
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[1.  DISCUSSION AND ANALYSIS ON THE FUTURE DEVELOPMENT OF THE
COMPANY

)

Industry landscape and development trend

According to the statistics released by the China Association of Automobile Manufacturers, China’s
automobile production and sales volume in 2018 amounted to 27,809,200 units and 28,080,600 units,
representing year-on-year decreases of 4.16% and 2.76%, respectively, marking negative growth for
the first time since 1990. 2019 saw the second consecutive annual decline, and China’s automobile
production volume and sales volume amounted to 25,721,000 units and 25,769,000 units, respectively,
representing year-on-year decreases of 7.5% and 8.2%, among which China’s production volume and
sales volume of passenger vehicle amounted to 21,360,000 units and 21,444,000 units, representing
year-on-year decreases of 9.2% and 9.6%, respectively. However, China still rank first in the world in
terms of production volume and sales volume. As at the end of 2019, China has ranked first in the world
for eleven consecutive years in terms of production volume and sales volume, and compound growth rate
of China’s automobile production volume is 3.88% from 2010 to 2019.

With the gradual popularization of automobiles in urban households, China’s automobile industry has
basically passed the ten-year period of rapid growth from 2000 to 2010 and entered a Critical period for
transformation. Given the continued slowdown of macroeconomic growth, the ongoing transformation and
upgrading of the automobile industry and the termination of the preferential tax policy on purchases of
cars with engine displacement of 1.6L or less and the market adaption to the shift to China VI emission
standard, China’s automobile market will face more uncertainties in the short run, and the outbreak of
novel coronavirus pneumonia will deepen the impact on the economy and industry.

In terms of the global automobile industrial structure, the proportion of developing countries in the
automobile industry has been increasing, resulting in greater influence; In respect of automobile
ownership, there is still a tremendous gap between China and developed countries. In 2019, the
automobile ownership per 100 population reached over 80 units, approximately 50 to 60 units and
approximately 17 units in the US, Europe and Japan, and China, respectively. Along with the development
of China’s economy, the ongoing urbanization, the growth of residents’ income and spending power,
and the improvement of road infrastructure, the potential automobile consumption demand in China is
still huge. From the perspective of international horizontal comparison in terms of GDP per capita and
automobile ownership, there is still growth potential in China’s automobile market and great room for
development in the industry that provides accessories for the automobile industry in the medium and long
term.

The Chinese automobile industry has now entered a new stage of development characterized by
diversified demands and an optimized structure. In general, automobile consumers increasingly focus
on quality, personalization and diversification rather than functionality. The promotion of new-energy,
intelligent and energy-saving automobiles facilitates economic transformation and upgrading; along with
the development of application technology, the automotive glass has developed towards “safety and
comfort, energy conservation and environmental friendliness, beautiful appearance, and intelligence and
integration” with constantly increasing added value. The industry-leading position of Fuyao in terms of
technology has brought structural opportunities to the sale of automotive glass of the Company.

Therefore, as a supporting industry of the automobile industry, there is still room for stable development
for the industry in the medium and long run.

Note: The sources of the information above include the information from Organization Internationale des Constructeurs
d’Automobiles (OICA), the China Association of Automobile Manufacturers and the International Organization of
Motor Vehicle Manufacturers.
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(1) Development strategy of the Company

Development strategy of the Company:

Leveraging the culture and talent of techniques and innovation, the Company has systemically established
sustainable competitive advantages and profitability for “Fuyao” to become a transparent and reliable
company for customers, shareholders, employees, suppliers, government, distributors and the society in
the long run.

The plan of the Company is:

1)

)

®3)

(4)

®)

(6)

(7

(8

to extend the boundary of “a piece of glass”, strengthen the study on the trend of glass
integration, continue to promote the aluminum trim business and provide more comprehensive
product solutions and services to automobile factories and ARG users.

to operate globally. The Company is undergoing transformation and upgrading in respect of
organizational structure, corporate culture, investment and talent recruitments to improve its ability
to provide services and create value for customers worldwide.

to build the customer-oriented quality management system of Fuyao following the idea of
“combining moral standing, product, quality and taste” with the aim of zero defect; to build
international brand of "Fuyao", promote technological innovation and constantly create value.

to deepen comprehensively and lean advancement at different latitudes, improve quality and
efficiency, adhere to the five-star teams to ram the field foundation, and cultivate Fuyao's
independent lean talents.

to further comprehensively promote the management model that emphasises on centralized
management of capital and overall budgeting so as to maximize capital efficiency.

to promote in-depth application of IT technologies to facilitate inter-connection, so as to achieve
information sharing and business collaboration, thus making Fuyao become a “smart enterprise”.

to reinforce organisation management, aim at “Self-improvement”, and uphold the principle of
“Clear Goals, Assigned Responsibilities and Powers, Scientific Review, Clear Incentives and
Punishments” to build a sound work environment, so as to realize the upgrade of corporate
management model.

to build the new Fuyao culture of “staying true to our commitment, being modest and prudent,
seeking common ground while reserving differences and constantly striving for self-improvement”,
to promote the growth of employees as a team and bring more happiness to them, so as to make
Fuyao a great company.
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Opportunities of the Company:

1)

(2

®3)

(4)

®)

(6)

Thanks to product consumption upgrading and technical progress, there is growing demand for
high value-added automotive glass, which provides new development opportunities for Fuyao.
Shifting away from product operation to brand operation, Fuyao focuses on providing integrated
total solutions and its corporate value has been on the rise.

The reasonable capital structure, sufficient cash flows, stable finance and exceptional operating
capability of the Company have laid a good foundation for sustainable development of the
Company.

Benefiting from its solid IT foundation, the Company can quickly adapt to changes in external
environment in the information age.

With its reasonable overseas presence and relocation of production and operation bases to serve
international customers, the Company has enhanced its ability to rapidly respond to customers,
which can provide faster and more valuable services for the Company’s development in overseas
markets.

The Company has expanded its presence along the industry chain to the automotive decoration
business, not only to solve the demand of the necessary decorations for automotive glass
integration, but also conducive to the extension of the company's business, which will improve
comprehensive competitiveness, further enhance the cooperation stickiness with the automotive
plant and thereby add impetus for the automotive decoration business expansion at the same
time.

The Company has established a global presence, which enables it to cope with challenges
brought about by the changes in international situation.

Challenges faced by the Company:

1)

(2

®3)

®)

The world’s economic and political situations are complex, and economic growth is slowing down,
and risks and uncertainties still exist, and the automotive industry may continue to face the risk of
negative growth, which will bring challenges to the company's operations and management.

As China is currently in a critical period of transforming the way of development, optimizing the
economic structure and shifting the growth drive and structural, institutional, and cyclical issues
are intertwined, there are many problems, conflicts and challenges needed to be resolved, which
will pose challenges to the domestic development of the Company.

In the information age, customers have growing requirements for response speed, which leads to
higher requirements on the intelligence level and collaborative ability of the Company.

Product consumption upgrading and technical progress pose new requirements on automotive
glass and on automobile window solutions.

The globalized operation and development of the Company brings challenges to the Company on,
among others things, adapting to cultural differences, compliance with laws and arrangement of
manpower in the countries it operates.
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(i) Business plan

In 2020, the economic situation remains gloomy at home and abroad, and risks and uncertainties still
exist. and the automobile sector is still likely to be confronted with the risk of negative growth. The
outbreak of novel coronavirus pneumonia will deepen the impact on the economy and industry, despite
facing greater challenges ahead, Fuyao will, stay true to their commitment and make unremitting
efforts, with greater courage, liability and responsibility, aim at “Self-improvement”, and uphold the
principle of “Clear Goals, Assigned Responsibilities and Powers, Scientific Review, Clear Incentives and
Punishments” to fight the tough battle in 2020, and strive to maintain steady growth in each principal
operating indicators in 2020.

Major tasks of the Company to be carried out in 2020:

1.

To give the leading role to sales, enhancing market sensitivity, constantly broadening the width
of market development, levelling up the precision of market development and strengthening the
depth of market development.

To deepen management reform, exploit the organization efficiency, make full use of information
technology, improve management efficiency and per capita productivity, and further reduce cost
and increase efficiency.

To improve quality and efficiency with technological advantages and the entire industry chain,
improve the competitiveness of automotive glass assemblies, and continue to promote the
aluminum trim business.

Adhere to the market and product oriented research and development mechanism, and
successfully complete the team construction of Suzhou Research Institute and Fuqing Research
Institute; strengthen the effective operation of the technical committee to ensure that the market
technology center and the research institute form a joint force to achieve the transformation from
follower to technology leader.

To integrate the resources and talents of the Group's business part to enhance customer service
and solution design abilities; major projects will be solved by particular person and particular
project, and used as breakthrough points to obtain opportunities in standard formulation and
patents.

To streamline organizational management and working atmosphere, improve the enterprise
management system, standardize conference management, implement conference discussions,
and scientific decision-making process to improve the organization's decision-making
competency, action force, synergy and discipline.

To continue to promote lean management, adhere to the five-star team to achieve the field
foundation, so as to continue to modify the project to achieve the improvement of quality and
efficiency, the entire Group will conduct benchmark management, forming a “compete, learn,
follow, help, surpass” internal competition pattern.

To carry forward existing results and good practices, increase new product development and
promotion, and maintain the healthy development of Fuyao.

To strengthen the nourishment and training of talents, improve their overall quality, establish a
high-quality, professional management team to accommodate the requirements of Fuyao’s global
operations.
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In order to accomplish its business plan and goals for the year of 2020, the Company expects its funding
needs throughout 2020 will be RMB21,261 million, of which operating expenditure, capital expenditure
and payments of cash dividends will be RMB17,000 million, RMB2,380 million and RMB1,881 million,
respectively. The Company intends to satisfy the funding needs through collection of trade receivables,
acceleration of inventory turnover and management of receivables, utilization of balance of funds and
debt financing such as borrowings from financial institutions or issuance of debentures. In 2020, the
Company will continue to enhance comprehensive budget management, accelerate the collection of
trade receivables, strictly control exchange risks and optimize capital structure, thereby enhancing the
security and effectiveness of capital management.

The abovementioned business plan is mapped out based on the Company’s understanding of the current
economic and market conditions and the position of the Company and therefore does not constitute
a performance guarantee or substantive commitment by the Company to investors. Investors should
maintain sufficient risk awareness in this regard, and should gain an understanding of the differences
between a business plan and a performance guarantee.

(IV) Potential risks
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Most assets of the Company are located in the PRC and approximately 50% of its revenue is
derived from the operations in the PRC. Therefore, the operating results, financial status and
prospects of the Company are susceptible to changes in economy, politics, policies and laws of
China. As the Chinese economy is in the stage of transformation and upgrading, the operations
of the Company in the PRC might be affected, meanwhile, the outbreak of novel coronavirus
pneumonia will deepen the impact on the economy and industry. In response, the Company will
put more efforts in technological innovation, enhance the organization management, build new
culture of Fuyao, strengthen its position in aftersales service market, ensure stable and healthy
development in the PRC market and exploit the advantages of its global presence.

2. e red €23 gt BRSO R 1.
The global automobile industry is in the process of transformation and upgrading. Competition
in the automobﬁe industry is stretc%iﬁg from the manufacturing field to the service field, and
automobile consumers increasingly focus on quality rather than functionality. Intelligent,
networking and digital elements will play key roles in the development of the automobile industry. As
most private enterprises in the PRC automobile industry are small in scale, business consolidation
will be inevitable. If the Company fails to promptly respond to technological changes, it may fail to
cater for customers’ demands. If the demand for automobiles fluctuates, the demand for products
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The costs of au,tomotive glass of the Company mainly comprise raw materials of float glass,
PVB raw materials, labor, electricity and manufacturing costs, while the costs of float glass
mainly include costs of fuels such as sodium carbonate and natural gas, labor, electricity and
manufacturing fees. Due to fluctuations of the prices of international bulk commodities, changes
in supply and demand in the natural gas market, changes in production capacity in the sodium
carbonate industry and needs for sodium carbonate due to the prospect of the glass and the
aluminum oxide industry, the commencement of coal power linkage pricing reform mechanism, the
pressure of inflation arising from quantitative easing measures adopted by many countries all over
the world, continuous rising of labor cost, the Company is exposed to the risk of cost fluctuations.
Given the above, the Company will:

(1) sort out key material suppliers and develop cooperative partnership with them; set up a
sound mechanism for rating and incentives of suppliers, and give incentives to outstanding
suppliers; set up an iron-triangle management mechanism for suppliers of key materials
and import of materials, focusing on areas such as procurement, technique and quality.

(2) enhance the research on the price trend of raw materials and make purchases in a timely
manner; expand supply channel to ensure a stable and effective supply.

3) improve the utilization rate of materials, increase automation, optimize staff allocation,
enhance efficiency, conserve energy and reduce consumption, strictly control costs
throughout the process, integrate logistics, optimize packaging plans, increase
transportation capacity of lorries and containers, reduce costs of packaging and
logistics, enhance innovation in research and development and application of research
accomplishments, increase productivity, improve management level and achieve overall
efficiency.

(4) strengthen customer loyalty and inspire their confidence in placing orders at the same time
through setting up plants in the Europe and the US and conducting production and sale in
those regions, and leverage certain of its strengths in the prices of materials, natural gas
and electricity to avoid risks arising from cost fluctuations.

(5) improve knowledge productivity and create value for the Company by devoting efforts to
energy conservation in manufacturing and management, as well as product intelligence.

doou
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China has reformed the RMB exechanege rate mechanism on the principles of voluntarism,
gradualism an(?control ability and pursues a managed floating exchange rate regime that is
based on market supply and demand and with reference to a basket of currencies. Although
the underlying cause of imbalances in international trade lies in the issues behind the economic
structure of certain countries, fluctuations in exchange rates will take place alongside the
fluctuations in the global economy, turbulence in certain countries, growing tension in certain
key areas, and the tightening and easing of monetary policies by different countries. Given that
the export-oriented business has accounted for around 50% and keeps growing every year, a
significant fluctuation in exchange rates will affect the results of the Company. In this regard,
(1) the finance department of the headquarters of the Group will strengthen the supervision on
the scale of foreign currency transactions as well as foreign currency assets and liabilities of
the Group, and manage the potential fluctuations in exchange rates possibly by optimizing the
settlement currency of export trades and utilizing exchange rate financial instruments and other
proactive preventive measures; (2) the Company will strengthen customer loyalty and inspire their
confidence in placing orders through building plants in the Europe and the US and conducting
production and sale in those regions while avoiding risks arising from the fluctuations in exchange
rates and keeping the risks under control.
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The Ceompan’y focuses on developingeproprietary ?echnologies and new automo'?ive glass
produc?s. A Io?lg tfne may be required for the new product development process, potentially
leading to mounting expenses. Substantial investment of capital and resources may be necessary
before new products contribute to sales. Investment in the development of new products by the
Company may not generate sufficient earnings in the event that competitors release new products
to the market more rapidly than the Company does or if alternative technologies and products
are preferred by the market. If the Company is unable to predict or respond in a timely manner
to changes in technologies or does not succeed in developing new products suited to customer
needs, the Company’s business activities, business performance and financial condition may
be adversely affected. In order to maintain the competitive edge, the Company will increase
its investment in research and development, improve its independent innovation capabilities,
strengthen the management of research and development projects and establish the market-
oriented research and development mechanism. The Company will also directly respond to the
demand of the main manufacturers through the product center to establish a strategic cooperative
relationship with the customers.

\ 7] |
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With the growing smart manufacturing capacity of enterprises, operation and management of core
busfess are all backed by and realized through information systems. In case of external attack,
ransomware virus against the core information network of the Company, corruption of important
files and failures in manufacturing execution system and other systems may occur, or production
and delivery would be affected. Therefore, the Company will, in accordance with the guidance of
the overall information security scheme, (1) implement strict control over the provision and port of
external access, update patches in a timely manner for resources such as the server, the memory,
etc., and install hardware firewalls to ward off the trespass of hackers into internal sources through
protection vulnerabilities; (2) conduct attack and defense drills on a regular basis, track down
underlying security risks promptly and take corresponding measures to control risks thereof; (3)
continue the consistent cooperation with worldwide top-notch cyber security service providers
which has lasted for years and establish a multilayered and tridimensional defense system so
as to identify the abnormal situation as it's happening, carry out countermeasures automatically
and ensure data security; (4) establish crisis awareness to guard against all kinds of cyber risks;
and enhance the cyber security consciousness and sense of participation of the entire staff and
regulate their online behaviors so as to help the staff learn techniques and methods for secure
use of the Internet and improve the capability of resisting and avoiding harmful information on the
Internet.

c ndd v - \ ad o K
With the advancement of information-based construction of enterprises, core data in relation to
sales, design, techn?ques and finance of enterprises are exposed to the risk of theft, which would
result in impairment of the core competitiveness of enterprises. In order to avoid such risks, the
Company has accelerated the progress of information encryption and desktop virtualization. On
the one hand, the Company has the core information system encrypted so that copied files or data
cannot be opened outside the enterprise network, which will in turn guarantee information security;
it paces up in the construction of visualized desktop for R&D department, design department and
other nucleus departments and carries out concentrated storage of core information assets so as
to reduce the possibility of individual storage and information dissemination, on the other hand.
In addition, the Company has also adopted the model that integrated software and hardware and
formulated three-layered security measures for the avoidance of information leakage to regulate
the download, copy and utilization of important files. Clear demarcation has been made among
data, files, technical documents, intranet, internet, and VPN, and corresponding protection
measures are adopted.
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As China’s policies, plans and standards in respect of environmental governance and
management are becoming increasingly detailed and stringent both intensively and extensively,
there may be risks that indicators in some aspects or a certain aspect of the Company deviate
from new policies and new standards promulgated by the government. First, the Company
upholds the “resource conserving and eco-friendly” concept and has been implementing such a
concept through innovations in technology, process and equipment, application of new materials
and investment in environmental facilities. As a result, the industries of the Company satisfied the
top-notch standards in the world in respect of materials, process, technology, equipment, energy
saving and environmental protection and functional performance; second, the Company has set
up the environmental, social and governance committee and has formulated the environmental,
social and governance management systems and internal control handbook to provide stronger
guarantee for the long-acting and sustainable development of the Company in respect of the
environment, society and governance; third, it carries out propagation and training courses on
environmental protection, energy saving and recycling economy with a view to improving the
environmental consciousness of the entire staff on a continuous basis; fourth, the Company
exerts strict internal monitoring and assessment on the comprehensive implementation of various
measures and objectives for environmental protection work.

RESULTS

Please refer to “Consolidated Income Statements” of “Section Xll Financial Report” for details of the annual
results of the Company for the year ended December 31, 2019. Please refer to “Section XlII Business
Performance Highlights for the Previous Five Years” for details of the summary of the results of the Company for
the last five financial years.

DIVIDEND AND REDUCTION AND EXEMPTION OF DIVIDEND TAX

The profit distribution plan for the year of 2019 as proposed by the Company is as follows: to distribute cash
dividends of RMB7.5 per 10 shares (tax inclusive) based on the total share capital of 2,508,617,532 shares of the
Company as at December 31, 2019 to holders of A shares and holders of H shares whose names appear on the
register of members on the record date in respect of cash dividends for the year of 2019, with total dividends to
be distributed amounting to RMB1,881,463,149 in total. The undistributed profits of the Company will be carried
forward to the following year. The Company will not carry out bonus issue and conversion of capital reserve into
share capital for the year of 2019. Cash dividends distributed by the Company are denominated and declared in
RMB and payable in RMB to holders of A shares, and in HKD to holders of H shares.

If the total share capital of the Company changes before the record date for the implementation of profit
distribution, the Company proposes to maintain the total amount of distribution unchanged and make adjustment
to the distribution ratio per share accordingly. The details of adjustments will be published separately.

After the 2019 profit distribution plan of the Company is approved by shareholders at the forthcoming
general meeting, the cash dividends will be paid within two months from the closing of the general meeting
in accordance with the Articles of Association. Based on the existing working schedule of the Company, the
dividends are expected to be paid on or before August 21, 2020. In the case of any change in the payment date
mentioned above, the Company will make an announcement in a timely manner. The Company will announce the
details regarding other specific matters on dividend distribution in due course.

For details of the formulation, implementation of, and adjustment to, the cash dividend policy of Company and
the profit distribution plan or proposal of the Company for the last three years (including the Reporting Period),
please refer to “I. Profit Distribution Plan for Ordinary Shares or Plan to Convert Capital Reserve into Share
Capital” of “Section VII Significant Events”.
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Holders of A shares

In accordance with the Notice of the Ministry of Finance, the State Administration of Taxation and the CSRC
on Implementing Differentiated Individual Income Tax Policy for Stock Dividends of Listed Companies (Cai
Shui [2015] No. 101) JOOOO0O0OO0OO0OO0OO0OO0OO0OOOOOODOODODODOODODODODODODDODOOOOOOOOO
000000 O[2015]1010)), for shares of listed companies acquired by individuals from public offerings or
transfer of shares in the market, where the holding period exceeds one year, the dividends shall be temporarily
exempted from individual income tax; where the holding period is less than one month (inclusive), the full
amount of dividends shall be counted as taxable income and where the holding period is more than one month
and less than one year (inclusive), 50% of the dividends shall be counted as taxable income on a provisional
basis. The individual income tax rate of 20% shall be applicable for all incomes mentioned above. For dividends
distributed by listed companies, where the period of individual shareholding is within one year (inclusive), the
listed companies shall not withhold the individual income tax temporarily. The tax payable, subject to individual
transfer of shares, shall be calculated by China Securities Depository and Clearing Corporation Limited
in accordance with duration of its holding period. Custodian of shares including securities companies will
withhold the amount from individual accounts and transfer the tax to China Securities Depository and Clearing
Corporation Limited. China Securities Depository and Clearing Corporation Limited shall transfer the tax to the
listed companies within 5 working days of the next month, and the listed companies shall declare the tax to the
competent tax authorities upon receiving the tax amount within the statutory reporting period in that month.

Resident enterprise shareholders of A shares shall report and pay for the enterprise income tax of dividends by
themselves.

For the shareholders who are Qualified Foreign Institutional Investor (QFIl), the listed companies shall withhold
and pay enterprise income tax at a rate of 10% pursuant to the requirements of the Notice of the State
Administration of Taxation Concerning the Relevant Questions on the Withholding and Payment of Enterprise
Income Tax Relating to the Payment of Dividends, Bonus and Interest by PRC Resident Enterprises to QFlI
(Guo Shui Han [2009] No. 47) O DDO0ODOOODODOOOOOQFNIOOODOODOODODOODOODDOO
00000000 002009[47]0)). QFIl shareholders entitled to preferential tax treatment under tax treaties
(arrangements) shall apply to the competent taxation authority for tax rebates according to the relevant rules and
regulations after they receive the dividends, and tax rebates will be executed under tax treaties upon verification
carried out by competent tax authorities.

For non-resident enterprise shareholders of A shares except the above-mentioned QFII, listed companies
shall withhold and pay enterprise income tax at a rate of 10% pursuant to the requirements of the Tentative
Measures for Administration of Withholding at the Source of Income Tax of Non-resident Enterprises (Guo Shui
Fa [2009] No. 3) (O ODDOOO0OO0DOOOOOOODOOOODD(OODO[2009]30)) and the Response of the State
Administration of Taxation Concerning Questions on Enterprise Income Tax over Dividend of B-Shares and Other
Shares Received by Non-resident Enterprises (Guo Shui Han [2009] No. 394) (000000 OO0OOODOOODOO
BOOOOOODOOOODOOOODOI(O ODO[2009]3940)). Non-resident enterprise shareholders entitled to
preferential tax treatment shall make registration in accordance with the relevant provisions of the tax treaties.

Pursuant to the requirements of the Notice of the Ministry of Finance, the State Administration of Taxation and the
CSRC on the Tax Policies Related to the Pilot Program of the Shanghai-Hong Kong Stock Connect (Cai Shui [2014]
No. 81) 0O OOOOOOODODDDODDOODOOOODODODODODODODODODOODODODOOODOODDODDODDODDODDOO(OO
[2014]810)), listed companies shall withhold an income tax at the rate of 10% on dividends from the A shares
of the company invested by Hong Kong investors (including enterprises and individuals) through the SSE, and
apply for withholding via the competent tax authorities (before the Hong Kong Securities Clearing Company
Limited is able to provide details such as investor identities and holding periods to China Securities Depository
and Clearing Corporation Limited, the policy of differentiated rates of taxation based on holding periods will
temporarily not be implemented). For investors who are tax residents of other countries and whose country of
domicile is a country which has entered into a tax treaty with the PRC stipulating a dividend tax rate of lower
than 10%, those enterprises and individuals may, or may entrust a withholding agent to, apply to the competent
tax authority of the listed company for the entitlement of the rate under such tax treaty. Upon approval by the
competent tax authority, the paid amount in excess of the tax payable based on the tax rate according to such
tax treaty will be refunded.
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Pursuant to the requirements of the Notice of the Ministry of Finance, the State Administration of Taxation and
the CSRC on the Tax Policies Related to the Pilot Program of the Shenzhen-Hong Kong Stock Connect (Cai Shui
[2016] No. 127)Q0C000000OCOCOODOO0OOO0OCOOUDOODOOOCOUODOUOOODODDOOOUDOODOOO
OO0 O [2016]1270)), listed companies shall withhold an income tax at the rate of 10% on dividends from the
A shares of the company invested by Hong Kong investors (including enterprises and individuals) through the
Shenzhen Stock Exchange, and apply for withholding via the competent tax authorities (before the Hong Kong
Securities Clearing Company Limited is able to provide details such as investor identities and holding periods
to China Securities Depository and Clearing Corporation Limited, the policy of differentiated rates of taxation
based on holding periods will temporarily not be implemented). For investors who are tax residents of other
countries and whose country of domicile is a country which has entered into a tax treaty with the PRC stipulating
a dividend tax rate of lower than 10%, those enterprises and individuals may, or may entrust a withholding agent
to, apply to the competent tax authority of the listed company for the entitlement of the rate under such tax
treaty. Upon approval by the competent tax authority, the paid amount in excess of the tax payable based on the
tax rate according to such tax treaty will be refunded.

Holders of H shares

In accordance with the requirements of the Circular on Certain Issues Concerning the Policies of Individual
Income Tax (Cai Shui Zi [1994] No. 020) (000000000000 DO0DO0O0 (00ODO([1994]0200))
promulgated by the Ministry of Finance and the State Administration of Taxation on May 13, 1994, overseas
individuals are, as an interim measure, exempted from the PRC individual income tax for dividends or bonuses
received from foreign-invested enterprises. As the Company is a foreign-invested enterprise, the Company
will not withhold and pay the individual income tax on behalf of individual shareholders when the Company
distributes the dividends for the year ended December 31, 2019 to overseas individual shareholders whose
names appear on the register of members of H shares of the Company.

Pursuant to the requirements of the Notice of the State Administration of Taxation on Matters Concerning
Withholding Enterprise Income Tax When China Resident Enterprises Distribute Dividends to Foreign
Non-resident Enterprise Shareholders of H Shares (Guo Shui Han[2008] No. 897) OO0 OO0 ODOODO0O
O0000OHOUOOUODOODOOODOOOOUOOUODOO0ODOOO0OOO0OOOOODOOOCOO2008]18970)), distributing
dividends to foreign non-resident enterprise shareholders of H shares for 2008 and for the years onwards shall
be subject to the enterprise income tax withheld at a uniform rate of 10%. Upon receipt of such dividends, an
overseas non-resident enterprise shareholder may apply to the competent tax authorities for relevant treatment
under the tax treaties (arrangements) in person or through a proxy or a withholding agent and provide evidence
in support of its status as a beneficial owner as defined in the tax treaties (arrangements). Upon verification by
the competent tax authorities, the difference between the tax levied and the amount of tax payable as calculated
at the tax rate under the tax treaties (arrangements) will be refunded.

According to the requirements of the Notice on the Tax Policies Concerning the Pilot Program of the Shanghai
Hong Kong Stock Connect published by the Ministry of Finance, the State Administration of Taxation and the
CSRC (Cai Shui [2014] No. 81) (O U0OO0OOOOOCUOOOOOOOUOOOODODOOOOOUOODOOODOOOOO
000000000 D [2014]1810)), H-share companies shall withhold an individual income tax at the rate of
20% on dividends from the H shares of the company invested by mainland individual investors on the Hong
Kong Stock Exchange through the Shanghai-Hong Kong Stock Connect. For dividends of the shares listed on
the Hong Kong Stock Exchange received by mainland securities investment funds from investment through the
Shanghai-Hong Kong Stock Connect, individual income tax shall be calculated in accordance with the above
requirements. For dividends of the shares listed on the Hong Kong Stock Exchange received by mainland
enterprise investors from investment through the Shanghai-Hong Kong Stock Connect, H-share companies shall
not withhold income tax of dividends, and mainland enterprise investors shall report and pay the tax amount by
themselves. In particular, the dividends received by resident enterprises in mainland which hold H shares for at
least 12 consecutive months shall be exempted from enterprise income tax according to law.
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According to the requirements of the Notice on the Tax Policies Concerning the Pilot Program of the Shenzhen-
Hong Kong Stock Connect published by the Ministry of Finance, the State Administration of Taxation and the
CSRC (Cai Shui [2016] No. 127) JODOO0O0OUOOOCODODDODOO0OOOODDODOOOOOODODOOOOOODOOO
00000000 0O0D O[2016]1270)), H-share companies shall withhold an individual income tax at the rate
of 20% on dividends from the H shares of the company invested by mainland individual investors on the Hong
Kong Stock Exchange through the Shenzhen-Hong Kong Stock Connect. For dividends of the shares listed on
the Hong Kong Stock Exchange received by mainland securities investment funds from investment through the
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DISCLOSURE OF INTERESTS

Please refer to “Section VIII Changes in Ordinary Shares and Information of Shareholders” for the details of the
disclosure of interests of directors, supervisors, chief executives and substantial shareholders of Company.

PURCHASE, DISPOSAL OR REDEMPTION OF THE LISTED SECURITIES
OF THE COMPANY

During the Reporting Period, neither the Company nor any of its subsidiaries purchased, disposed or redeemed
any listed securities of the Company.

MINIMUM PUBLIC FLOAT

As at the Latest Practicable Date, according to the publicly available information and to the best knowledge of
the directors of the Company, the Company has met the requirements about the minimum public float in Rule 8.08
and Rule 13.32 of the Hong Kong Listing Rules.

ISSUANCE OF SHARES

Please refer to “Section VIII Changes in Ordinary Shares and Information of Shareholders” for the details of the
issuance of shares by the Company.

RESERVES AND DISTRIBUTABLE RESERVE

Pursuant to the Company Law of the PRC, undistributed profit could be distributed as dividends after allocation
is made to the statutory surplus reserve. According to the requirements of the Articles of Association, when the
Company is to distribute its profit after tax in the relevant accounting year, the profit after tax shall be deemed
to be the lesser of the amounts stated in the financial statements prepared in accordance with the China
Accounting Standards for Business Enterprises and the International Financial Reporting Standards. Under
the International Financial Reporting Standards, the undistributed profit of the Company as at the end of 2019
amounted to RMB6,242 million.

PRE-EMPTIVE RIGHTS AND SHARE OPTION ARRANGEMENTS

There are no provisions for pre-emptive rights under the Articles of Association of the Company or the laws of
the PRC. Meanwhile, the Company currently does not have any share option arrangements.

BANK BORROWINGS AND OTHER LOANS

Please refer to Note 20 “Borrowings” of “Section XII Financial Report” for the details of the bank borrowings and
other loans of the Company.

COMPLIANCE WITH THE CORPORATE GOVERNANCE CODE OF THE
HONG KONG LISTING RULES
During the Reporting Period, the Company has complied with the code provisions of the Corporate Governance

Code contained in Appendix 14 of the Hong Kong Listing Rules. Please refer to “Section X Company Governance
and Corporate Governance Report” for the details of the corporate governance of the Company.
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XX. FULFILMENT OF SOCIAL RESPONSIBILITY

During the Reporting Period, the Company has prepared and disclosed the 2019 Social Responsibility Report of
Fuyao Glass Industry Group Co., Ltd. pursuant to the relevant requirements of the SSE. Meanwhile, the Company
has prepared and disclosed the 2019 Environmental, Social and Governance Report pursuant to Appendix 27 of
the Hong Kong Listing Rules. The report will be published on the Hong Kong Stock Exchange and the SSE.

RELATIONSHIP WITH EMPLOYEES, CUSTOMERS AND SUPPLIERS

XXI.

)

()

)

Employees

In line with the internationalization trend and according to the needs brought by technology upgrading
and management upgrading, the Group recruits employees via various channels such as official
website, official microblog and job-hunting websites at home and abroad, social media and on-campus
recruitment programs at home and abroad. Our employees will serve Fuyao companies around the
world upon completion of orientation training, operational training and job-specific training. The Group
conducts quarterly performance coaching and annual performance review to provide its employees with
feedbacks on their performance. Moreover, the Group also provides on-the-job training to its employees
to enhance their skills and comprehensive quality. Please refer to “VII. Employees of the Company and Its
Major Subsidiaries” of “Section IX Directors, Supervisors, Senior Management and Employees” for other
information of employees.

Customers

The Group sells automotive glass to OEM and ARG customers in various countries and regions, including
the PRC, the United States, the United Kingdom, Hong Kong, Germany and Japan. The OEM customers
include the world’s top 20 automobile manufacturers by production volume, such as Toyota, Volkswagen,
General Motors, Ford and Hyundai, and the top 10 passenger vehicle manufacturers in China by
production volume, such as SAIC-GM, FAW-Volkswagen, Shanghai Volkswagen, Beijing Hyundai and
Dongfeng Nissan, which are affiliates of or joint ventures operated by the world’s top 20 automobile
manufacturers.

In 2019, the top five customers of the Group, all of which are independent third-party automotive glass
customers, accounted for 16.94% of the revenue of the Group, and the largest customer accounted
for 5.09% of the revenue of the Group. The Group have maintained good relationship with its major
customers, and have maintained partnership with its largest customer for more than 20 years.
Nevertheless, the Group did not depend on any of its major customers. None of the directors of the
Company and their close associates or shareholders who hold more than 5% of the shares of the
Company has any interest in the top five customers of the Group.

Suppliers

The Group has adopted procedures for evaluating potential domestic and overseas suppliers based
on product quality, price, ability to deliver products on time and technical capability. The Group has
established procurement departments at the Russian, German and U.S. subsidiaries to purchase
the raw materials used in the overseas production from local suppliers through the same supply
management system that has been adopted by the Group. The Group conducts periodic onsite reviews
of the suppliers’ production base according to IATF16949 quality system. The Group generally enters
into procurement contracts with major suppliers for one year. The agreements between the Group and
suppliers typically set forth the quantity, price, quality specifications, payment terms and warranty for
each type of raw materials.

In 2019, the top five suppliers of the Group accounted for 13.30% of the purchases of the Group and the
largest supplier of the Group accounted for 3.09% of the purchases of the Group. None of the directors
of the Company and their close associates or shareholders who hold more than 5% of the shares of the
Company has any interest in the top five suppliers of the Group.
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XXIV. LEGAL PROCEEDINGS AND REGULATORY COMPLIANCE

XXV.

The Company may from time to time become a party to various legal, arbitral or administrative proceedings
arising in the ordinary course of the business. 1. As mentioned in 2018 Annual Report, Fuyao Glass America
Inc., a wholly-owned subsidiary of the Company, was involved in a class action lawsuit in relation to payment
of overtime wages. As at the end of the Reporting Period, Fuyao Glass America Inc. has reached a settlement
agreement with the representative of the plaintiff. The settlement will fully resolve all claims and terminate
litigation. The court approved the settlement agreement on December 16, 2019, with a settlement amount of
USD1.3 million. 2. Fuyao Glass lllinois Inc., a subsidiary of the Group, was accused of violating the exclusive
sales agreement. After final ruling by the International Court of Arbitration, it was required to pay claimants
compensation and bear the expenses of the International Arbitration Court totaling USD39,290,000, and
terminate the exclusive sales agreement. Fuyao Glass lllinois Inc. paid the above amount in January 2020.

As at the Latest Practicable Date, apart from the above, the Company was not a party to, and not aware of any
threat of, any legal, arbitral or administrative proceedings, which, in the opinion of the Company, is likely to have
a material adverse effect on the business, financial conditions or results of operations of the Company. Please
refer to “Section X Company Governance and Corporate Governance Report” for the details on the on-going
compliance with applicable laws and regulations by the Company and the directors and senior management of
the Company.

REVIEW BY THE AUDIT COMMITTEE OF THE BOARD OF DIRECTORS

Financial statements of the Company for the year ended December 31, 2019 has reviewed by the audit
committee of the Company
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MANAGEMENT DISCUSSION AND ANALYSIS

As a worldwide leading enterprise engaged in integrated solutions for the design, development, manufacturing,
supply and service of automotive glass and automotive grade float glass, Fuyao adheres to its brand
development strategy of maintaining an industry-leading position in technology and quickly responding to
market changes. During the Reporting Period, Fuyao, as always, provided automobile manufacturers and
maintenance market worldwide with products and services of automotive safety glass crafted with wisdom and
heart and provided global automobile users with intelligent, safe, comfortable, environment-friendly and trendy
total solutions relating to automotive safety glass, aiming at making the in-vehicle experience of drivers and
passengers more enjoyable.

In 2019, the global economic growth weakened and the investment scale declined, as trade tensions, financial
instability and increased geopolitical uncertainty resulted in the slowdown of global economic growth; China’s
economy has been weathering increasing economic downward pressure, and particularly, the manufacturing
industry was most directly affected by trade frictions, the automobile consumption has obviously grown weak.
Since China’s automobile industry recorded its first decline over the past 28 years in 2018, the automobile
market has shrunk for two consecutive years. According to the statistics released by the China Association of
Automobile Manufacturers, automobile production volume in 2019 was 25,721,000 units, representing year-
on-year decrease of 7.5%, among which, the production volume of passenger vehicles was 21,360,000 units,
representing year-on-year decrease of 9.2%.

For the Reporting Period, the Company, on a consolidated basis, realized revenue of RMB21,103,878,000,
representing an increase of 4.35% as compared with the corresponding period last year; realized a profit before
tax of RMB3,230,573,000, representing a decrease of 34.89% as compared with the corresponding period last
year; realized annual profit attributable to the owners of the Company of RMB2,897,868,000, representing a
decrease of 29.66% as compared with the corresponding period last year; and realized earnings per share of
RMB1.16, representing a decrease of 29.27% as compared with the corresponding period last year.

1. The profit before tax of the Company for the Reporting Period decreased by 34.89% as compared with
the corresponding period last year, mainly due to the following reasons:

1) the Company recorded an investment gain of RMB664,033,000 for the corresponding period last
year from the disposal of 75% equity interests in Fuyao Group Beijing Futong Safety Glass Co.,
Ltd.;

(2) the profit before tax of integrating period of Germany FYSAM auto decorative project amounted
to €-37,710,000 for the Reporting Period, and thus the profit before tax of the Company for the
Reporting Period decreased by RMB295,336,000 for the corresponding period last year;

3) the exchange gains of the Company for the Reporting Period were RMB135,764,000 as compared
with an exchange gain of RMB258,516,000 for the corresponding period last year, and thus the
profit before tax of the Company for the Reporting Period decreased by RMB122,752,000 for the
corresponding period last year;
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(5) the U.S. imposed additional tariffs on certain goods imported from China and the additionally
imposed tariffs borne by the Company aggregated to approximately USD11,030,000 after
deducting the part borne by customers, and thus the profit before tax of the Company for the
Reporting Period decreased by RMB76,349,000 as compared with the corresponding period last
year.

To sum up, eliminating the above non-comparable factors, the profit before tax of the Company for the
Reporting Period decreased by 7.45% as compared with the corresponding period last year.

The gross profit margin for the Reporting Period was 36.51%, decreased by 5.01 percentage points for
the corresponding period last year, mainly due to the following reasons:

1) the new business of automotive decoration of the Company for the Reporting Period was in
the integrating period. The gross profit margin was -22.77%, and thus the consolidated gross
profit margin of the Company decreased by 3.40 percentage points as compared with the
corresponding period last year;

(2) in addition to the float glass supplied to the Company for the production of automotive glass, the
gross profit margin of the float glass sold by the Company was only 3.46%, and it was 29.69% for
the corresponding period last year, and thus the consolidated gross profit margin of revenue of
the Company decreased by 0.67 percentage points as compared with the corresponding period
last year;

3) the gross profit margin of automotive glass was 33.85% for the Reporting Period, decreased by
1.33 percentage points as compared with the corresponding period last year, which was mainly
due to the continuous negative growth in the domestic automotive industry, resulting in a decrease
in the revenue from sales of the domestic automotive glass of the Company, an increase in the
proportion of depreciation and amortization in revenue, and a decrease of 1.30 percentage points
in the consolidated gross profit margin of the Company as compared with the corresponding
period last year.

To sum up, eliminating the above factors, the gross profit margin for the Reporting Period was the same
with that of the corresponding period last year.

During the Reporting Period, the Company carried out the following work according to the Group’s business
strategy centered on “continuously creating values for customers” with the market-orientated approach, the
support of technological innovation and the protection by standardized management, to ensure the improvement
of the comprehensive competitiveness of the Company:

1.

Market structure became more reasonable and globalization effect gradually came out: The Company
played a leading role in sales and established an all-round sales management mechanism to improve the
market sensitiveness. In addition, fuelled by international development, the Company strived to optimize
the market structure through taking multiple measures in domestic and foreign markets simultaneously,
so as to promote the sustained and healthy development of enterprises. Thanks to the above measures,
the market structure of the Company became more reasonable both at home and abroad, and saw
continuous optimization from 58.47%: 41.53% in the corresponding period last year to 51.22%: 48.78%
in 2019. As a result, market structure was further balanced, and our ability to resist regional market risks
was enhanced.
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2. Promoted the upgrading of product mix: We continued to promote the development of automotive
glass toward the direction of safety, comfort, energy saving, environmental protection and intelligent
integration. The proportion of high value-added products, such as thermal insulation, sound insulation,
head-up display, dimmable, ultraviolet-proof, water proof, solar energy, enveloping edge modularization
products, continued to increase, representing an increase of 1.72 percentage points as compared with
same period last year, reflecting the value.

3. Promoted the deep integration of the industry: On February 28, 2019, we acquired the aluminum trim strip
assets of SAM, a German company and established our presence in downstream aluminum trim business.
SAM is a leading company in terms of technical capability in the field of automotive aluminum trim strip,
an environment friendly and light weight material, and possesses unique technical patents. In addition,
we acquired Jiangsu Decoration and established Tongliao Refined Aluminum to achieve synergy of
upstream and downstream businesses with German Aluminum Decoration and complete our aluminum
auto decorative industrial chain, which would further enhance the integration ability of Fuyao Automotive
glass, and expand development room for Fuyao.

4. Took a lead in R&D innovation and technology: The Company established Suzhou Research Institute to
form a joint force with Fuqing Research Institute and Market Technology Center to further strengthen the
construction of R&D institutions; the Company established technical committee to give play to the leading
role of R&D innovation and technological innovation, promote the listing of R&D projects and give full
play of the leading role, which improved the efficiency of project promotion and promoted the Company’s
transformation from a follower to a technology leader. During the Reporting period, the float glass project
team of the Company has overcome the technical problems of gray glass and successfully developed a
series of thin plate products, realizing the self-supply of dark gray coated automotive glass products, and
significantly reducing procurement costs; the Company independently researched and developed ultra-
thin tempered automotive glass (for rear windows) to enhance the market competitiveness of the Group’s
tempered products.

5 Further improved management ability: The Group deepened lean promotion, improved and refined
various management, and strengthened talents management system and team building;the Group trained
Fuyao independent and lean talents, solidified the building of basic-level five-star team and consolidated
the basic management of the workshop; the Group also enhanced the executive ability and leadership of
middle and senior team, so as to increase operational and management efficiency.

PRINCIPAL OPERATION RESULTS DURING THE REPORTING PERIOD

As at December 31, 2019, the total assets of the Company amounted to RMB38,839 million, representing an
increase of 12.56% as compared with the beginning of the year; the total liabilities amounted to RMB17,457
million, representing an increase of 22.07% as compared with the beginning of the year; gearing ratio was
44.95%; equity attributable to the owners of the Company amounted to RMB21,383 million, representing an
increase of 5.84% as compared with the beginning of the year.

During the Reporting Period, the revenue of the Company amounted to RMB21,103,878,000, representing
a year-on-year increase of 4.35%; the annual profit attributable to the owners of the Company amounted to
RMB2,897,868,000, representing a year-on-year decrease of 29.66%; the annual profit attributable to the owners
of the Company, net of non-recurring profit or loss, amounted to RMB2,802,907,000, representing a year-on-
year decrease of 19.17%; earnings per share amounted to RMB1.16, representing a year-on-year decrease of
29.27%.
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Items

Revenue

Cost of sales

Distribution costs and selling
expenses

Administrative expenses

Finance costs - net

Net cash used in investing
activities

Net cash used in from financing
activities

Net cash generated from
financing activities

Research and development
expenses
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e e

For the Reporting
Period

21,103,878
13,399,311
1,481,567
2,194,223
148,259
4,700,911
-2,699,293
-115,537

813,130
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Unit: '000 Currency: RMB

For
the corresponding
period last year

20,224,986
11,828,463
1,467,671
2,071,318
140,196
5,451,390
-2,971,313

-3,080,005

887,722

Percentage
of change

(%)

4.35
13.28

0.95
5.93
5Y(5
-13.77
SONIS
-96.25

-8.40
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Changes in income statement and explanations thereof:

Unit: '000 Currency: RMB

For the For the Increase/ Percentage
Reporting corresponding decrease of increase/
Items Period | period last year in amount decrease  Reason for change

(%)

Other gains - net 7,875 1,009,830 -1,001,955 -99.22  The change of other gains-
net was mainly due to
the following reasons:
1.the exchange gain of
RMB136,000,000 as a result
of exchange rate fluctuation
during the Reporting Period
and the exchange gain for
the same period last year
was RMB259,000,000; 2.the
the investment gains of
RMB664,000,000 confirmed
from disposal of 75% equity
interest in Fuyao Group
Beijing Futong Safety Glass
Co., Ltd. by the Company
for the same period last
year; 3. provision for
arbitration compensation of
RMB272,000,000 paid by
Fuyao Glass lllinois Inc.
Share of net profit of joint -5,932 3,744 -9,676 -258.44  The decrease in Share of net
venture and associate profit of joint venture and
accounted for using the associate accounted for
equity method using the equity method was
mainly due to the decrease
in annual profit of associated
enterprises for the Reporting
Period.
Income tax expense 332,956 855,188 -522,232 -61.07  The decrease in income tax
expense was mainly due
to the deferred income tax
assets of American projects
recognized for deductible
losses and temporary
differences for the Reporting
Period.
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Changes in cash flow statement and explanations thereof:

Unit: '000 Currency: RMB

For For Increase/ Percentage of

the Reporting |the corresponding decrease increase/

Items Period | period last year in amount decrease  Reason for change

(%)

Proceeds from disposal of - 682,452 -682,452 -100.00  The decrease in proceeds from
subsidiaries and joint disposal of subsidiaries and
ventures joint ventures was mainly

due to the disposal of of

51% equity interest in Fuyao

Group Beijing Futong Safety

Glass Co., Ltd. received for

the same period last year.

Proceeds from disposal 40,473 63,762 -23,289 -36.52  The change in proceeds from
of property, plant and disposal of property, plant
equipment and equipment was mainly

due to the change in the

disposal and sales of fixed
assets during the Reporting

Period.

Purchases of land use 25,180 81,784 -56,604 -69.21  The decrease in the expenses
rights of purchases of land use

rights was mainly due to the
increase in the expenses
of purchases of land use
rights for newly-established
companies for the same
period last year.

Purchase of financial 465,000 285,000 180,000 63.16  The increase in purchases
assets at fair value of financial assets at fair
through profit or loss - value through profit or loss
net - net was mainly due to the

increase in purchases of

bank structured deposits
with principal guaranteed
during the Reporting Period.
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Items

Dividends received

Government grants
received relating to
property, plant and
equipments

Dividends paid
to Company's
shareholders

Dividends paid to non-
controlling interests in
subsidiaries

For
the Reporting
Period

189,127

1,881,463

For
the corresponding
period last year

7,350

104,850

2,884,910

12,096

Increase/
decrease
in amount

-1,350

84,277

-1,003,447

-12,096

Percentage of
increase/
decrease

(%)
-100.00

80.38

-34.78

-100.00

Management Discussion and Analysis

Reason for change

The decrease in dividends
received was due to the
dividend amount received
from joint ventures for the
same period last year.

The change in government
grants received relating
to property, plant and
equipments was mainly due
to the increase in government
grants received relating to
assets during the Reporting
Period.

The decrease in dividends paid
to Company's shareholders
was due to the interim
dividend of RMB1,003,000,000
for the same period last year.

The decrease in dividends
paid to non-controlling
interests in subsidiaries was
mainly due to the dividends
paid to Fujian Sanfeng Auto
Service Co., Ltd. (DO0COO
gooooooa), anon-
wholly owned subsidiary,
last year.
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During the Reporting Period, sales of automotive glass of the Company decreased by
RM8394,552,60 , re‘;’)resenting a year-on-year decrease of 2.04%, which was mainly affected by
the continuous negative growth of domestic automotive industry. Cost of sales of automotive glass
of the Company decreased by RMB3,324,000, representing a year-on-year decrease of 0.03%.
Float glass produced and sold by the Company is mainly to be used by its automotive glass with
internal supply as its main purpose. Principal business by product is set out as follows:

S - VPR RN AP AR M

. . Unit: '000 Currency: RMB
Principal business by product
Change
Change Changein  in gross profit
in revenue as cost of sales as margin as
Gross profit  compared with ~ compared with  compared with
Product Revenue  Cost of sales margin last year last year last year
(%) (%) (%) (%)
Automotive glass 18,957,337 12,540,656 33.85 -2.04 -0.03  Decreased by
1.33 percentage
points
Float glass 3,644,798 2,421,573 33.56 1317 2465  Decreased by
6.12 percentage
points
Others 1,903,485 1,838,824
Less: Intragroup elimination -3,401,742 -3,401,742
Total 21,103,878 13,399,311 36.51 4.35 1328 Decreased by
5.01 percentage

points
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Region

The PRC

Other countries

Total

A %.L/ y

Principal products

Automotive glass

Float glass

Principal business by region

Change

in revenue as

Gross profit ~ compared with

Revenue  Cost of sales margin last year
(%) (%)

10,809,575 6,331,426 4143 -8.59
10,294,303 7,067,885 3134 22.56
21,103,878 13,399,311 36.51 435

g (e

Unit

million square
meters
0000 tons

° ° Change
in production

volume as

Production compared with
volume  Sales volume Inventory |ast year
(%)

109.46 109.09 10.96 -6.28
14353 148.59 3230 6.72

Note to production and sales volumes:

Production volume refers to that of finished goods.

Change in

cost of sales as
compared with
last year

%)

-4.81

36.53

13.28

Change

in sales
volume as
compared with
last year

(%)
128

25.04

Change

in gross profit
margin as
compared with
last year

(%)

Decreased by
2.32 percentage
points
Decreased by
7.03 percentage
points
Decreased by
5.01 percentage
points

Change

in inventory
as compared
with last year

(%)
115

-15.71
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Unit: '000 Currency: RMB
By product

Amount Change
for the in the amount
Amount Amount  corresponding  for the period as
for the period forthe  period last year compared with
Amount accounting | corresponding accounting  the corresponding
Product Cost structure for the period  for total costs | period last year for total costs period last year
(%) (%) (%)
Automotive glass Raw and auxiliary materials 7,815,401 62.32 7,919,526 63.13 131
Automotive glass Costs of energy 833,841 6.65 893,389 712 -6.67
Automotive glass Costs of labor 2,061,493 16.44 2,015,927 16.07 2.26
Automotive glass Others®” 1,829,921 14.59 1,715,138 13.68 6.69
Float glass Raw and auxiliary materials 809,974 33.45 653,238 33.62 23.99
Float glass Costs of energy 795,809 32.86 607,631 31.28 30.97
Float glass Costs of labor 195,899 8.09 167,522 8.62 16.94
Float glass Others® 619,891 25.60 514,366 26.48 2052

Note: Others include manufacturing overhead, tax and surcharge, and losses for impairment of
inventories.

! 1] 0]
NN R N - 00\

Sales to the gop five custogners amounted to RMB3,575,569,600, accounting for 16.94% of
the total sales for the year; of which related-party sales amounted to nil, accounting for 0%
of the total sales for the year.

Purchases from the top five suppliers amounted to RMB1,068,463,200, accounting for
13.30% of the total purchases for the year; of which related-party purchases amounted to
nil, accounting for 0% of the total purchases for the year.
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For dete,xils of changes in the Company’s expenses during the Reporting Period, please refer to
ana?ysis on changes of relevant items in income statement and cash flow statement.

= ~@. ad k".ﬂ o eSS

Ana}ysis of research and development (R&D) costs
e e e e

Unit: '000 Currency: RMB

R&D costs expensed for the Reporting Period 813,130
R&D costs capitalized for the Reporting Period 0
Total R&D costs 813,130
Total R&D costs as a percentage of revenue (%) 3.85
Number of R&D staff of the Company 3,972
Number of R&D staff as a percentage of the total number of staff of the

Company (%) 14.86
Capitalization percentage of R&D costs (%) 0
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As at December 31, 2019, Yung Tak Investment Limited, a subsidiary of the Group, pledged a
land and buildings with a carrying amount of RMB21,749,000 as security for a credit line of HKD30
million.
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Unit: ‘000 Currency: RMB
Amount Amount
for the Reporting for the corresponding
Items Period period last year
Net cash generated from operating activities 4,700,911 5,451,390
Net cash used in investing activities -2,699,293 2,971,313
Net cash used in financing activities -115,537 -3,080,005
Net increase/(decrease) in cash and cash equivalents 1,886,081 -599,928
(1) During the Reporting Period, net cash generated from operating activities amounted

&)

©)

to RMB4,701 million. In particular, cash received from sale of goods and provision
of labor services amounted to RMB22,628 million; cash paid for purchase of goods
and acceptance of labor services amounted to RMB11,860 million, cash paid to
and paid on behalf of employees amounted to RMB4,473 million, and payment for
various taxes amounted to RMB1,803 million.

Daily capital needs of the Group can be financed by internal cash flows. The Group
also had adequate credit facilities provided by banks.

During the Reporting Period, Net cash used in investing activities amounted to
RMB2,699 milli