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Company Profile
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Solargiga Energy Holdings Limited (the “Company”, together with its
subsidiaries collectively the “Group”, stock code: 757) is a leading manufacturer
of monocrystalline silicon solar ingots and wafers in the People’s Republic of
China (“PRC"). Its products are used for the manufacture of photovoltaic (“PV")
cells which are important components of solar energy generation systems. It is
engaged in three main businesses:

(@) the trading and manufacturing of monocrystalline silicon solar ingots
and wafers;

(b)  the processing of solar ingots and wafers; and

(c)  the upgrading and trading of polysilicon.

The Group operates its major production facilities of monocrystalline silicon
solar ingots and wafers in Jinzhou, Liaoning Province, the PRC. The facilities
were equipped with 196 monocrystalline silicon solar ingots pullers and 37
wiresaws, with an aggregate annual designed capacity of 2,000 tonnes of
monocrystalline silicon solar ingots and 56 million pieces of monocrystalline
silicon solar wafers as at 31 December 2008.

In addition, the Group operates polysilicon reclaiming and upgrading facilities
in Shanghai and Jinzhou. These reclaiming facilities allow the Company to
gain production cost advantages on solar products. As at 31 December 2008,
the polysilicon reclaiming and upgrading facilities had an aggregate annual
designed throughput of 2,400 tonnes.

Being a leader in the PRC market, the Group aspires to be the world's largest
monocrystalline silicon solar ingot and wafer producer as well as one of the
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(For the year ended 31 December)
Ooooooooooooog
Five-Year Financial Summary 000000
RMB'000 ooooo 2004 2005 2006 2007 2008
gooooe pgoooooe gooooo goood goooo
Turnover goo 57,658 173,697 413,303 1,015,538 1,492,935
Gross profit ogd 10,543 68,900 169,063 323,126 225,510
Profit from operations oooo 7,988 62,842 156,025 344,673 120,660
Profit attributable to oooo
equity shareholders gooo 4,941 41,303 109,670 292,241 83,379
Basic earnings oooo
per share (RMB cents) oMmoooog 0.99 8.26 21.85 2033 5.12
Non-current assets ooood 17,981 109,450 134,500 277,879 588,741
Current assets gooo 57,615 135,333 264,935 673,996 1,186,669
Current liabilities oooo 27,568 75,543 129,285 289,521 471,328
Non-current liabilities goooo 150 14,981 15,344 29,637 40,568
Net assets gooo 47,878 154,259 254,806 632,717 1,263,514
Turnover Profit Attributable to Basic Earnings Per Share
god Equity Shareholders opoooog
RMB'000 000000 0n RMB cents
ooooo L0 oooo
ooooo
lEe80en 1,492,935
1,400,000 300,000 292,241 60
1,200,000
1,015,538 240,000 48
1,000,000
400000 180,000 36
600,000
! 120,000 109,670 24 21.85 2033
413303 SR :
400,000
60,000 12 826
200,000 173,697 41,303 5.12
57,658 4,941 I
o ]
04 05 06 07 08 04 05 06 07 08 04 05 06 07 08
Note: oog

The results of the Group for the years ended 31 December 2004, 2005 and 2006

and the balance sheets items of the Group as at 31 December 2004, 2005 and 2006
are extracted from the Company's prospectus dated 17 March 2008.

At the end of 2008, the continuous fall of the prices of raw material and finished

products led to the inventory write-down of RMB220.2 million.
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Forging Ahead

Without Fear
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Solargiga’s successful listing o ~K/\a|n Boar of Hong Kong Stock Exchange

has accelerated the juctio capacity and technological level,

reinforce ture, as well as created good conditions
g vourable  market, providing a
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Chairman’s Statement
goood

In 2008, measures such as raising funds through the Listing, increasing
production capacity and enhancing level of technology, have created
favourable opportunities for the Group's business development. However, at
the same time, the impacts of the global financial tsunami have also brought a
very challenging business environment for the solar power industry, which still
needs subsidies from the government. Currently, governments from various
countries are having a tough time in dealing with serious problems such as
deflation, aggravation of economy and rise of unemployment rate. However,
facing the deteriorating problem of global warming, governments of major
countries including the United States and Japan see the need to put emphasis
on the importance of investment in developing clean energies, through taking

new measures including various subsidies or tax concessions.

The PRC, for instance, as a major energy consuming country, the PRC
government has earlier approved three pilot projects in respect of solar
energy power stations in Chongming Island (O O 0O ) in Shanghai, Ordos

(O O 0 0) in the Inner Mongolia and Dunhuang (O O ) in Gansu Province,
respectively, marking its determination in promoting and developing clean
energies. Meanwhile, during the annual World Economic Forum held in Davos,
Switzerland earlier this year, energy has become the focus of the representatives
from various countries, while coping with the current challenges, such as
unstable economies and climate change. The representatives from various
countries also suggested that, despite the shortage of capital owing to the
economic crisis, the development of and investment to clean energies should
be increased in order to turn such economic crisis into opportunities. Through
implementing the proposals that stimulate economies on a large-scale basis,
the ultimate objective of investing clean energies is set to restore economies
and create employment, and at the same time to establish a low-emission and
mature alternative energy industry. Setting solar energy as a clean and mature
alternative energy, the only downside is its relatively high cost of generating
power at present. However, as the price of polysilicon, a raw material used in
the solar energy industry, was forced to plunge following the global financial
tsunami, the cost of generating power of solar energy per watt had reduced
substantially. It also speeded up the pace of the cost of generating power of
solar energy and that of the traditional fossil energy reaching grid parity as early
as possible. By that time, the potential of its market will be infinite.

Looking forward, the management and | have the confidence in the prospects
of the solar energy industry. Aside from continuously upgrading the production
techniques and enhancing the operations effectiveness, the Group will strive to
provide the product quality which is satisfactory to the customers and reduce
the cost to maintain the competitive advantages. At present, the Group is
proactively refining the existing business strategies and identifying potential
opportunity for development, in an effort to capture enormous opportunities in
the upcoming era of clean and economical power of solar energy, creating the
greatest reward for our shareholders.
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In a market environment surrounded with both opportunities and challenges,
the Group's most valuable assets are its loyal, devoted and outstanding staff. |,
on behalf of the Board of Directors, would like to express our gratitude to the
staff from all departments for their dedicated services and contributions, as well
as to all shareholders and business partners for their continuous support and

trust.

Chairman
CHIAO Ping Hai

Hong Kong, 20 March 2009
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wafers worldwide.
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The Group believes that the prospects of the solar energy industry remains promising,
given the dedicated efforts in promoting the renewable energies by various
governments worldwide. As one of the leading players in the solar energy industry in
the PRC, the Group will continue to pursue the current development directions and
make appropriate adjustments to the strategies in response to the market changes,
striving to become the largest producer of monocrystalline silicon solar ingots and
wafers, and one of the major producers of multicrystalline silicon solar ingots and
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TAN Wenhua, Executive Director and President

Solargiga was successfully listed on the Main Board of the Stock Exchange

on 31 March 2008. The proceeds raised from the Listing have accelerated

the expansion of production capacity and enhanced the level of technology,
provided a strong support for its development in the long run. It also laid a solid
foundation for the Group to expand across the globe. Moreover, the Group
was included as a constituent stock for the MSCI Global Small Cap Index on

25 November 2008, further enhancing the Group's status on the international
capital market and recognising its achievement in the market.

In 2008, capitalising on its leading research and development (“R&D") standard
and its strengths in the markets, the Group continued to be a leading
manufacturer of monocrystalline silicon solar ingots and wafers. During the
fourth quarter of 2008, the players of all industries faced enormous challenges
with the downturn of global economies. The prices of upstream raw materials
and downstream products in the solar energy industry were under pressure.
Shortly after 31 December 2008, a continuous and more severe drop in the
overall raw material and product pricing was observed. The Board, after
discussion with the auditors of the Company in relation to the accounting
treatment of diminution of value of inventories as at 31 December 2008,
considered that such diminution would have a material adverse impact on the
Group's full-year 2008 results and an early alert to investors was warranted by
issuing the profit warning announcement dated 5 February 2009 in a timely
manner. Nonetheless, the financial position of the Group has remained healthy.
In addition, the Group has proactively addressed the impacts of the global
financial tsunami by implementing stringent cost control measures, enhancing
production efficiency, as well as adjusting its development strategies and
product portfolio to cope with the market demands. The Group, therefore, is
confident that the current difficulties may be overcome.
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Business Review
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Market Overview

According to the data from the “World Energy Outlook 2008" published by the
International Energy Agency, the demand for global primary energy in 2030 is
expected to grow by 45% over that of 2006. It is also expected that renewable
energy would develop rapidly and would overtake natural gas soon after 2010
to become the second largest electricity fuel, next to coal. Non-hydroelectric
renewable energies such as solar energy and wind energy are expected to
achieve an average growth rate of 7.2% per year from 2006 to 2030, exceeding
the average growth rate of any other energy globally.

The reserves of fossil energy are limited and will be exhausted one day. The
existing energy reserves are diminishing, and the unreasonable and excessive
use of fossil energy has caused serious pollution to the environment. In

order to maintain sufficient energy supply and to realise the sustainable
development of energy and environment, governments of various countries
have proactively promoted the development of renewable energy industries,
in which solar energy is considered the preferred choice for clean energy due
to its wide applications, easy installation and infinite nature. These factors have
continuously contributed to the rapid growth of the solar energy industry
worldwide.

In respect of the global PV markets, countries including Japan, Germany, Spain
and ltaly are currently the major end-markets. These countries are promoting
solar generation by implementing proactive policies, such as government
grants, leading to the fast development of the PV manufacturing industry.
The PRC and the United States, being the largest energy consuming countries
in the world, together with Greece, France, Australia and the Middle East are
promising solar energy markets with substantial potential in the future.
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Market Overview (Continued)

At present, the suppliers of polysilicon, a major raw material for the Group, are
mainly from countries in Europe, the United States and Japan. In recent years,
the rapid growth of the solar energy industry has resulted in a serious shortage
of polysilicon supply due to insufficient output. With inadequate supply, the
price of polysilicon has been increasing. With effect from the fourth quarter

of 2008, as the financial tsunami triggered the economic slowdown, some
manufacturers of solar energy products have experienced capital shortages,
which resulted in a drop in demand for polysilicon and prices continued to fall
substantially. In the long run, it is expected that the supply of the raw material,
polysilicon, will only become stable upon the completion of the expansion
plans of existing polysilicon manufacturers and the introduction of new
manufacturers in Japan, Korea and the PRC. By then, the solar energy industry is
expected to grow steadily and healthily.

Operation Review

Enhancing production capacity to address market demands

In recent years, with the increasing awareness of environmental protection,
global warming has become a worldwide issue. Owing to the fact that fossil
fuel will be used up one day, there is a huge market potential for renewable
energy due to its unlimited and infinite natures. According to the “Research
Report on the Development of the Photovoltaic Industry in China (2006-2007)"
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Future prospects and Strategies (Continued)

Regarding the Japanese market, the Japanese government announced in the
first quarter of 2009 that the subsidies for household solar energy generation
systems were open for application with a budget up to 9 billion Yen. It also
plans to have over 70% of newly built houses throughout the nation to be
equipped with a solar energy generation system, so that the wattage of solar-
generated energy will be increased by 10 times from that of at present, with the
goal of a further growth of 40 times in 2030. It also plans to reduce the emission
of the greenhouse gas to a rate of between 60% and 80% of that in 1990 by
2050.

In view of the rapid economic growth in the PRC, the number of industrial

and infrastructure projects keeps increasing, driving the demand for energy. In
addition, as the environmental protection policies in the PRC aim at aligning
with the international ones, it has created tremendous opportunities for the
solar energy industry. The PRC government has earlier approved three pilot
projects of solar energy power stations, namely the Chongming Island (O O
) project in Shanghai for TMW of power, the Ordos (O O O O ) project in

the Inner Mongolia for 255KW of power and the Dunhuang (O O) PV grid-
connected power generation project in Gansu Province for 10MW of power.
The Chinese Academy of Sciences announced the establishment of the “Solar
Energy Action Programme” in mid-January 2009, in which the whole academy
will join hands with the experts from the relevant science and research areas
nationwide in an effort to make solar energy a mature alternative energy by
2025, a widely used energy source by 2035 and a major energy source in the
PRC by 2050. All the above have clearly demonstrated the determination of the
PRC government to promote the solar energy industry.

As one of the leaders of the solar energy industry in the PRC, the Group

will capitalise the market opportunities and continue its existing effective
development strategies, so as to enhance its competitive advantages and
operational efficiency, expand its market share and strengthen its market
position, with a view of preparing for the rapid growth of the solar energy
products. The Group plans to achieve gradually its goal of striving to be

the largest manufacturer of monocrystalline silicon solar ingots and wafers
worldwide and one of the major manufacturers of multicrystalline silicon solar
ingots and wafers, by taking the following measures:
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Future prospects and strategies (Continued)

Enhancing the R&D investment to strengthen its leading
position (Continued)

The Group will also continue to reinforce the cooperation with academic
institutions. The research centre jointly established with Dalian University of
Technology will be completed in the third quarter of 2009 and will possess
world-class technology level. It will facilitate the nurturing of R&D technicians
and the development of new products and technologies.

Exploring diversified channels to stabilise the supply of raw
materials

During the fourth quarter of 2008, the price of polysilicon raw materials
decreased along with a drop in demand resulting from global economic
slowdown. However, management believes that securing the stable price

and supply of raw materials is beneficial to the long-term development of the
Group. Therefore, apart from its strategic investment partners, the Group will
actively seek new suppliers for quality raw materials, and to enter into medium
to long-term supply agreements with them when the timing is right, in order to
satisfy part of the production capacity.

On the other hand, the Group continues to blend in more lower-grade
polysilicon leftovers in the production of silicon ingots and wafers, so as

to study the feasibility of using metallurgical silicon in the production of
monocrystalline solar ingots, in an attempt to diversify the sources for materials
and reduce the risks of unstable supply and price fluctuation of raw materials.

The slowdown of the global economies has caused a drop in the demand for
energy in the market, and a decline in the price of crude oil has lowered the
urge for the development of the new energy industry. However, management
believes the unfavourable market is to be a short-term periodic phenomenon
which provides the industry with an opportunity of consolidation and is
beneficial to the medium to long term development of the solar energy
industry. Looking forward, the Group will adopt a prudent strategy for
development, which will be adjusted in accordance with market changes.
Leveraging on its solid foundation of business operations and financial position,
the Group will be able to grasp the market opportunities while progressing
forward, generating the best return for the shareholders.

Executive Director and President
Tan Wenhua

Hong Kong, 20 March 2009
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Management Discussion and Analysis

Jooodbood

Turnover

The Group's turnover increased year-on-year by 47.0%, from RMB1,015.5 million
in 2007 to RMB1,492.9 million in 2008. The increase was mainly driven by the
new production capacity which commenced operation in 2008 as well as the
continuous increasing in the market prices of solar products in the first nine
months of 2008.

1. Sales of monocrystalline silicon ingots and wafers increased by 42.1%
from RMB864.7 million to RMB1,229.0 million. This is attributable to both
increases in sales volume and average selling prices in the first nine
months of 2008. The volume of ingot sold decreased from 150,837 kg in
2007 to 105,124 kg in 2008, while volume of wafers sold increased from
14.6 million pieces to 21.9 million pieces.
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2. Revenue from processing service fees increased from RMB109.6 million 2. 00000000000 000O19600000000
to RMB113.3 million. The volume of ingots processed decreased from 0000mn3300000 000000000000
424,920 kg in 2007 to 225,886 kg in 2008 while the volume of wafers 042402000 0000000225860 0000
processed increased from 1,239,896 pieces in 2007 to 1,326,888 pieces in 0000000000001,2398%60 00000
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3. Sales of upgrading polysilicon increased by 285.5% from RMB41.2 million 3. 0000000000000 o41,2000000 00
to RMB150.6 million. The Group purchases scrap polysilicon and resells 0001506000000 00 028550000000
to third parties after upgrading thereof. oooooopooooooooog
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Turnover (Continued)

In terms of geographical contribution, sales were mainly generated from the
PRC, increased considerably by 199.6% to RMB1,116.5 million and accounted
for 74.8% of the Group's turnover. The increase is mainly attributable to the
adjustment of sales strategy by selling more products and providing more
processing services to high quality customers in the PRC in order to capitalise
the benefit from the appreciation of RMB as well as reduce the impact on the
change of the export tax refund policies imposed on the export of ingots and
wafers. The remaining sales were generated from Taiwan(12.9%), Japan(9.9%),
Europe(1.4%), North America(0.8%) and others(0.2%).

Cost of sales

Cost of sales increased by 83.0%, from RMB692.4 million to RMB1,267.4 million.
During the year and before being affected by the global financial crisis, the
price of polysilicon was in a continuous increasing trend. The increase in cost of
sales was thus in line with the increase in turnover and reflected the increase in
the price of polysilicon. As a consequence of the negative impact on the solar
energy industry, the prices of raw material prices declined gradually, and it led
to the write-down of inventories of RMB220.2 million (2007: Nil) in 2008, which
in turn increased the cost of sales for the year.

Gross profit and gross profit margin

The gross profit of the Group decreased by RMB97.6 million, or 30.2%, from
RMB323.1 million in 2007 to RMB225.5 million in 2008, mainly attributable

to the write-down of inventories of RMB220.2 million (2007: Nil) due to the
continuous fall in the prices of raw material and product selling prices caused
by the global economic slowdown. Excluding such significant impact, the gross
profit of the Group in 2008 would have been RMB445.7 million, increased by
RMB122.6 million or 37.9% as compared to 2007.
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Gross profit and gross profit margin (Continued)

Gross profit margin declined by 16.7 percentage points from 31.8% in 2007 to
15.1% for 2008. Excluding the impact from the write-down of inventories, the
gross profit margin of the Group in 2008 would have been 29.9%, a decline of 1.9
percentage points as compared to 2007.

Other revenue
Other revenue during the financial year mainly comprised interest income from
bank deposits, income from sale of scrap materials and government grants.

Other net loss

Other net loss mainly comprised net foreign exchange loss amounting

to RMB7.6 million (2007: RMB8.4 million). The loss mainly arose from the
appreciation of RMB, the reporting currency, during the period between the
transaction date and the settlement date.

Selling and distribution expenses

Selling and distribution expenses mainly comprised packaging expenses,
freight charges and insurance expenses. There was an increase of 54.4%, from
RMB4,432,000 in 2007 to RMB6,843,000 in 2008, accounting for less than 0.5%
of the Group's total turnover. Such an increase was in line with the increase in

turnover.
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Administrative expenses

Administrative expenses comprised one-off Listing expenses of RMB11.6 million
(2007: Nil), equity-settled share-based payment expenses of RMB24.4 million
(2007: RMB10.1 million) as well as salaries, wages and bonuses. In line with the
business expansion, they increased by 115.0% from RMB47.2 million for 2007 to
RMB101.5 million for 2008 and accounted for 6.8% (2007: 4.6%) of the Group’s
turnover.

Finance costs

The Group's finance costs decreased by RMB4.3 million, or 56.6%, from RMB7.6
million in 2007 to RMB3.3 million in 2008. Finance costs included mainly interest
on bank loans wholly repayable within five years and interest on municipal
government loan. The reason for the decrease in finance costs was due to

the repayment of bank borrowings with part of the proceeds from the Listing
during the year.

Income tax

Income tax increased by RMB13.4 million or 65.0% from RMB20.6 million in 2007
to RMB34.0 million in 2008. This is mainly due to the increase in the effective tax
rate of a major PRC subsidiary of the Group from 0% in 2007 to 13.77% in 2008
in accordance with the preferential tax policy granted thereto.

Net profit attributable to the equity shareholders
The Group recorded a net profit attributable to the equity shareholders of the
Company of RMB83.4 million for the year ended 31 December 2008, a decrease
of 71.5% as compared to RMB292.2 million in 2007. The calculation took into
account one-off non-operating items of the Listing expenses of RMB11.6 million
incurred in 2008 and gain on acquisition of Solar Technology Investment
(Cayman) Corp. (“STIC") and its subsidiaries (hereinafter collectively referred to as
the “"Acquired Group”) of RMB74.8 million generated in 2007. If the calculation
excluded the aforesaid one-off non-operating items, the Group's net profit
attributable to the equity shareholders of the Company would have been
RMB95.0 million for the year ended 31 December 2008, a decrease of 56.3% as
compared to RMB217.4 million in 2007.
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Inventory turnover days

The inventories of the Group mainly comprised raw materials (namely
polysilicon, crucibles and other auxiliary raw materials) and finished goods.

The increase in inventories was mainly due to the expansion in the production
capacity of the Group. Included in the balance of the inventories as at 31
December 2008 was a write-down of inventories of RMB220.2 million (2007:
Nil). This is mainly due to the continuous fall in the prices of raw material and
product selling prices caused by the global economic slowdown. The inventory
turnover days as at 31 December 2008 totalled 77 days (2007: 77 days). The
Directors consider the Group's optimal inventory level should be around three
months for polysilicon and one month for other auxiliary raw materials to meet
the Group's production requirements.

Trade receivable turnover days
The trade receivable turnover days as at 31 December 2008 totalled 23 days
(2007: 31 days).

The Directors considered such turnover days was at low level and was within

the credit periods of the Group grants to its customers. The Group normally
grants a credit period of 30 to 90 days to its customers.

Trade payable turnover days

The trade payable turnover days as at 31 December 2008 totalled 26 days (2007:

24 days).

Given the established relationship, suppliers allowed the Group to have a
reasonable payment period throughout the year.

Liquidity and financial resources

The Group's principal sources of working capital included cash flow from
operating activities, bank and other borrowings and the proceeds from the
initial public offering. As at 31 December 2008, the Group's current ratio
(current assets divided by current liabilities) was 2.52 (2007: 2.33) and it was
in a net cash position. The Group’s financial position remains healthy and it
is well-positioned to overcome the possible adverse impacts from the global
economic slowdown as well as to facilitate future development.
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Liquidity and financial resources (Continued)

As at 31 December 2008, the Group was in a net cash position of
RMB52,819,000 (2007: RMB219,088,000) which included cash and cash
equivalent of RMB270,402,000 (2007: RMB348,978,000), short-term bank

loans of RMB214,580,000 (2007: RMB127,000,000) and a long-term municipal
government loan of RMB3,003,000 (2007: RMB2,890,000). The Group's net debt
to equity ratio (net debt divided by shareholders’ equity) increased from —-34.6%
as at 31 December 2007 to —4.2% as at 31 December 2008, the minus signs
represented the net cash position at the respective year end dates.

Contingent liabilities
As at 31 December 2008, there was no material contingent liability.

Foreign currency risk

The Group is exposed to foreign currency risk primarily through sales and
purchases and cash and bank deposits that are denominated in currencies
other than the functional currency of the operations to which they relate.
The currencies giving rise to this risk are primarily United States dollars and
Hong Kong dollars. The Directors do not expect any significant impact from
movements in exchange rates since the Group uses foreign currencies
collected from customers to settle the amount due to suppliers. In addition,
the Directors ensure that the net exposure is kept to an acceptable level by
buying or selling United States dollars at spot rates where necessary to address
short-term imbalances.

Human resources

As at 31 December 2008, the Group had 1,186 (2007: 783) employees. Employee
benefit expense increased to RMB69,911,000 in 2008 from RMB40,242,000

in 2007, which represented an increase of 73.7%. The remuneration of the
existing employee includes basic salaries, discretionary bonuses, share-based
payments and social security contributions. Pay levels of the employees are
commensurate with their responsibilities, performance and contribution.
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Overview

The Board strived to uphold good corporate governance and adopted sound
corporate governance practices. This report outlines the principles and the
code provisions of the Code on Corporate Governance Practices (the “Code”)
contained in Appendix 14 of the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (“Listing Rules”) which have been
adopted by the Group.

The Company has established the audit committee (the “Audit Committee”) in
compliance with the Code to oversee the financial reporting procedures and
internal controls of the Group so as to ensure compliance with the Listing Rules.
The Company has also established a nomination committee (the “Nomination
Committee”) and a remuneration committee (the “Remuneration Committee”)
(collectively, the “Board Committees”) with defined terms of reference. The
terms of reference of the Board Committees are available upon request.

Despite the removal of the requirement for a qualified accountant in the Listing
Rules effective 1 January 2009, the Group continues to maintain the post of a
qualified accountant to oversee its financial reporting and other accounting-
related issues in accordance with the relevant laws, rules and regulations.

The Group has implemented a compliance manual which covers areas such as
ongoing compliance obligations of the Company and the Directors, business
operations of the Group, financial management systems, human resources
management systems, internal control systems, quality assurance and property
management systems. Since the Listing of the shares of the Company on the
Main Board of the Stock Exchange on 31 March 2008, all the code provisions set
out in the Code were met by the Company.

Compliance with the Model Code for Directors’
Securities Transactions

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) as set out in Appendix 10 of

the Listing Rules as the standard for securities transactions entered into by
Directors. The Company has made specific enquiries of all the Directors and all
the Directors confirmed that they have complied with the required standards
as set out in the Model Code and its code of conduct regarding Directors’
securities transactions since the Listing on 31 March 2008.

The Board of Directors

The Board takes the responsibility to oversee all major matters of the Company,
including the formulation and approval of overall business strategies, internal
control and risk management systems, and monitoring the performance of the
senior management. The Directors have the responsibility to act objectively in
the interests of the Company.
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The Board of Directors (Continued)

Currently, the Board comprises nine Directors, including three executive
Directors: Mr. TAN Wenhua, Mr. HSU You Yuan and Ms. ZHANG Liming, two
non-executive Directors: Mr. CHIAO Ping Hai and Mr. CHONG Kin Ngai and
four independent non-executive Directors: Mr. WONG Wing Kuen, Albert, Ms.
FU Shuangye, Dr. LIN Wen and Mr. ZHANG Chun. The names and biographical
details of the Directors are set out on pages 32 to 35 of the annual report.
The Board has a strong independent element in its composition with over
half of the board members being non-executive Directors to ensure that all
decisions of the Board are made in the best interest of the Group's long-term
development.

The Board has delegated various responsibilities to the Board Committees.
Further details of these committees are set out below on pages 28 to 30.

Board Meetings

The Company holds Board meetings regularly, at least four times a year at
approximately quarterly intervals. Ad-hoc meetings will also be convened

if necessary to discuss the overall strategy as well as the operation and
financial performance of the Group. Notice of Board meeting will be sent to
all Directors at least 14 days prior to a regular Board meeting. Reasonable
notices will be given to the Directors for ad-hoc Board meetings. Directors may
participate either in person or through electronic means of communications.
The Company will provide relevant materials to all the Directors relating to
the matters brought before the meetings. All the Directors will be provided
with sufficient resources to discharge their duties, and, upon reasonable
request, the Directors will be able to seek independent professional advice in
appropriate circumstances, at the Company’s expenses. All Directors will have
the opportunity to include matters in the agenda for Board meetings.
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Board Meetings (Continued)
During the year ended 31 December 2008, 11 meetings were held by the Board
and the attendance of individual Directors at these meetings is set out below:

Name of Directors Attendance

Executive Directors

Mr. TAN Wenhua 11/11
Ms. ZHANG Liming 11/1
Mr. HSU You Yuan 11/11

Non-executive Directors
Mr. CHIAO Ping Hai (Chairman) 11/1
Mr. CHONG Kin Ngai 11/1

Independent non-executive Directors

Mr. WONG Wing Kuen, Albert 11/1
Ms. FU Shuangye 11/1
Dr. LIN Wen 11/11
Mr. ZHANG Chun 11/1

Independent non-executive Directors

All independent non-executive Directors possess a wealth of professional

and industry expertise and management experience and have provided their
professional advices to the Board. They have played a significant role in the
Board by virtue of their independent judgment and their views carry significant
weight in the Board's decision. In particular, they bring impartial views to the
Board on issues of the Company's strategy, performance and control. The Board
also considers that independent non-executive Directors provide independent
advice on the Company's business strategy, results and management so that all
interests of shareholders are taken into consideration, and the interests of the
Company and its shareholders are taken into account in all business decisions.

Appointments, Re-election and Removal of
Directors

Each of the executive Directors of the Company has entered into a service
contract with the Company for a specific term of three years commencing from
31 March 2008. Such terms are subject to re-appointment by the Company at
an annual general meeting upon retirement.

All of the independent non-executive Directors and non-executive Directors
were appointed for an initial term of three years from 1 February 2008, and
are BEach of the (weignt by rotation Each depennto to conselection in accordance with f8 Tcommenc96 fr)61e0.5 70.8661 289.10A in 170.866Associlfire, utiv
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Chairman and Chief Executive Officer

Under provision A.2.1 of the Code, the roles of the Chairman and the Chief
Executive Officer ("CEQ") should be separated and should not be performed by
the same individual. The role of the Chairman is performed by Mr. CHIAO Ping
Hai. Mr. CHIAO Ping Hai is a non-executive Director who is responsible for the
management of the Board but does not involve in the day-to-day management
of the Group's business. He has contributed valuable inputs to the Group's
business direction with a wealth of industry expertise.

The role of the CEO is performed by Mr. HSU You Yuan. The overall
management of the Company was performed by the CEO, executive Directors
and senior management of the Company. The executive Directors (Mr. HSU You
Yuan, Mr. TAN Wenhua and Ms. ZHANG Liming) who have extensive experience
in the solar energy industry and their respective areas of profession, spearhead
the Group's overall development and business strategies.

Board Committees

Audit Committee

The Company established the Audit Committee pursuant to a resolution of the
Directors passed on 27 February 2008 in compliance with Rules 3.21 to 3.23 and
Appendix 14 of the Listing Rules. The primary duties of the Audit Committee
are to oversee the financial reporting processes and internal control procedures
of the Group, to review the financial information of the Group and to consider
issues relating to the external auditor. The Audit Committee consists of five
non-executive Directors; four of whom are independent non-executive
Directors.

In 2008, the Audit Committee met 2 times and the attendance of individual
Directors at these meetings is set out below:

Name of Directors Attendance
Independent non-executive Directors

Mr. WONG Wing Kuen, Albert (Chairman) 2/2
Ms. FU Shuangye 2/2
Dr. LIN Wen 2/2
Mr. ZHANG Chun 2/2
Non-executive Director

Mr. CHONG Kin Ngai 2/2

The Audit Committee has reviewed the Group's interim and annual consolidated
financial statements for the year 2008, including the accounting principles

and practices adopted by the Group, and has also discussed auditing, internal
control and financial reporting matters with the management.
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Board Committees (Continued)

Remuneration Committee

The Company established the Remuneration Committee pursuant to a
resolution of the Directors passed on 27 February 2008 in compliance with
Appendix 14 of the Listing Rules. The primary duties of the Remuneration
Committee are to make recommendations to the Board on the Company's
structure for remuneration of Directors and senior management and on the
establishment of a formal and transparent procedure for developing policy on
such remuneration. The Remuneration Committee consists of five members;
four of whom are independent non-executive Directors and one is the
Executive Director.

In 2008, the Remuneration Committee met once and the attendance of
individual Directors at the meeting is set out below:

Name of Directors Attendance
Independent non-executive Directors

Ms. FU Shuangye (Chairman) 1/1
Mr. WONG Wing Kuen, Albert 1/1
Dr. LIN Wen 1/1
Mr. ZHANG Chun 11
Executive Director

Mr. TAN Wenhua 1/1

The Remuneration Committee has made recommendations to the Board
regarding the remuneration policy of the Company. In addition, it has also
reviewed and approved performance-based remuneration by reference
to corporate goals and objectives resolved by the Board, and ensured that
no Director or any of his/her associates is involved in deciding his/her own
remuneration.

Nomination Committee

The Company established a Nomination Committee pursuant to a resolution
of the Directors passed on 27 February 2008 in compliance with Appendix 14
of the Listing Rules. The primary duties of the Nomination Committee are to
make recommendations to the Board on the Company’s policy and structure
for recruiting Directors and senior management and on the establishment of
formal and transparent procedures for nomination procedures and process
and criteria adopted by the Nomination Committee to select and recommend
candidates for directorship and senior management. The Nomination
Committee consists of five members; four of whom are independent non-
executive Directors and one is the executive Director.
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Board Committees (Continued)

Nomination Committee (Continued)

In 2008, the Nomination Committee met once and the attendance of individual
Directors at the meeting is set out below:

Name of Directors Attendance
Independent non-executive Directors

Dr. LIN Wen (Chairman) 1/1
Mr. WONG Wing Kuen, Albert 1/1
Ms. FU Shuangye 1/1
Mr. ZHANG Chun 1/1
Executive Director

Mr. HSU You Yuan 1/1

The Nomination Committee has discussed matters relating to the appointment

of senior management members during the year.

Financial Reporting and Internal Control

Financial Reporting

The Board, supported by the Chief Financial Officer and the Finance
Department of the Company, is responsible for the preparation of the financial
statements of the Company and the Group. In the preparation of financial
statements, Hong Kong Financial Reporting Standards have been adopted and
the appropriate accounting policies have been consistently used and applied.
The Board aims to present a clear and balanced assessment of the Group's
performance in the annual and interim reports to the shareholders, and make

appropriate disclosure and announcements in a timely manner.

External Auditor

During the year ended 31 December 2008, the fees paid and payable to the
external auditor of the Company in respect of audit services amounted to
approximately RMB1,575,000 (2007: RMB1,567,000). In addition, approximately
RMB1,507,500 (2007: RMB Nil) was charged for other non-statutory services
which mainly consisted of interim reviews and tax services.
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Financial Reporting and Internal Control (ontinued)
Internal control

The Board is responsible for the internal control of the Group and for reviewing
its effectiveness. The Company conducted regular review to monitor the
Company's internal management and operation during the year. Procedures
have been designed to ensure maintenance of proper accounting records for
the provision of reliable financial information for internal use or for publication,
ensure compliance of applicable laws, rules and regulations.

In order to fulfil their fiduciary duties and duties of skill, care and diligence, the
Directors will constantly seek advice and assistance from the Company’s internal
legal team and if necessary, seek advice from external legal advisors in Hong
Kong and the PRC. The Company also adopted internal control procedures
relating to, among others, signing authority and procedures since February
2007. The Company has an Audit and Legal Department consisting 3 members,
one of whom was a former registered PRC lawyer with extensive experience in
the legal field. The main duties of the Audit and Legal department are:

providing legal advice on major business decisions
reviewing and drafting legal documents

handling legal disputes

advising on legal issues related to daily operations
conducting internal training for compliance matters

Directors’ responsibility on the financia