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Financial Highlights
HREREEN

(For the year ended 31 December)
gooobooooooooo

Five-Year Financial Summary 000000

RMB’000 ooooog
2007 2008 2009 2010 2011
ooood ooooad ooooa ooooa oooood
Turnover ooo 1,015,538 1,492,935 658,720 1,854,769 2,779,223
Gross profit/(loss) oomooo 323,126 225,510 (5,780) 413,243 253,848
Profit/(loss) from operations Joo0omooo 344,673 120,660 (98,824) 300,897 106,137
Profit/(loss) attributable to oooooo
equity shareholders gomooo 292,241 83,379 (98,098) 214,121 54,291
Basic earnings/(loss) oooooomooo
per share (RMB cents) oooooo 20.33 5.12 (5.75) 11.85 2.46
Non-current assets oooog 277,879 759,550 921,054 1,602,677 3,401,078
Current assets oooo 673,996 1,015,860 1,126,895 1,540,546 1,647,607
Current liabilities oooo 289,521 471,328 495,472 1,113,576 1,352,354
Non-current liabilities opooogo 29,637 40,568 145,197 283,932 1,423,435
Net assets oooo 632,717 1,263,514 1,407,280 1,645,715 2,272,896
Turnover Profit/(Loss) Attributable Basic Earnings/(Loss)
oono to Equity Shareholders Per Share
RMB'000 gooooooommoonO gooooomooo
noooo RMB'000 RMB cents
ooooo 0000
292,241
3,000,000 2779223 300,000 30
2,500,000 250,000 25
214,121 20.33
2,000,000 1,854,769 200,000 20
1500000 49293 150,000 15
11.85
1,015,538
1,000,000 100,000 83,379 10
658,720
54,291 512
500,000 50,000 5
(98,098) (6.75) 2.46
0 o . 09 1 0 09 B
07 08 09 10 11 07 08 10 11 07 08 10 11
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The Group endeavours to become the leading solar energy
industry group in the globe with the concerted efforts of all to
overcome current plight and its vertical integration strategy to
control production cost.
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Dear honourable shareholders,

On behalf of the board of directors (“Board”) of Solargiga Energy Holdings
Limited (“Solargiga” or the “Company”, together with its subsidiaries
referred to as the “Group”), | hereby present the annual report of the
Company for the year ended 31 December 2011.

In 2011, the gloom of European debt crisis hung over the world and the
global economy remained sluggish. In addition to the fact that various
governments continue to look up to the future development of the
photovoltaic industry and consider solar energy as the best alternative to
traditional energies. Therefore, an excessive production capacity in the
global solar energy market was resulted from significant expansions of
production capacity. Meanwhile, the European countries continued to cut
the subsidies for solar energy industry. The product price of solar energy
has been declining since the second half of the year, and the solar energy
industry is gradually stepping into a tough time. Despite the fact that the
decline in price enables solar energy products, in the mid-and long-run, to
swiftly meet the price level of the traditional energy, yet it inevitably poses
pressure on the profitability in the short-term. The industry prospect is now
full of challenges. Facing the consolidation period, Solargiga makes good
use of its competitive advantages to seize market opportunities and adjust
the future development strategies to cope with the adverse situation. The
Group endeavours to become the leading solar energy industry group in
the globe with the concerted efforts of all to overcome current plight and
its vertical integration strategy to control production cost.

During the year under review, the external total shipment volume of
various products of the Group reached 553.34MW, an increase of
61.6% compared with 2010. The Group also recorded a turnover of
RMB2,779.223 million, an increase of 49.8% compared with 2010. Due
to declining product price in the second half of the year and the effect
of one-off provision of inventories as at the end of the year, the gross
profit and the profit attributable to equity shareholders for the year were
approximately RMB253.848 million and RMB54.291 million respectively.
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Chairman’s Statement
oooon

As the industry has been under the “survival of the fittest” competition,
customers are demanding better and better quality of products and the
competition in the industry is stiff. Still, the operating environment of
buyer’s market is beneficial to the suppliers which produce prominent and
efficient photovoltaic products in the long-run. In a bid to further enhance
its market share in the industry, the Group orderly expands its production
capacity. Of which, the first phase of Qinghai plant of monocrystalline
silicon ingots production line with an annual production capacity of
200MW has been completed during the year. Furthermore, the Group
has also added the solar cells production capacity of approximately
300MW by successfully acquiring Sino Light Investment Limited at the
beginning of the year. This acquisition has induced a profound influence
to the Group’s production chain and enabled the Group to speed up
the vertical integration of upstream and downstream businesses in solar
energy industry, further enhancing the leading position of the Group in the
industry.

As the operations expand, the demand for capital accordingly increases.
As such, during the year under review, the Group signed a syndicated
loan of USD75 million with 11 banks and issued RMB denominated
bonds of RMB300 million, ensuring sufficient working capital for the
future. All of these signify the recognition of the Group’s prestigious
reputation, leading position in the industry, comprehensive industrial
layout and healthy financial position. Capitalised on its long-term and
strong potentials for development, Solargiga is ready to achieve a stable
growth for its operations.

Meanwhile, the Group has been receiving compliments from customers
of different countries for its superb products and services in the past
few years and has maintained good and long-term relationships with its
customers. This year, the Group has ventured and entered into a number
of long-term contracts with new overseas customers, ensuring the full
utilisation of the production capacity of the Group, which has in turn
provided the Group with stable income. At the same time, the Group
has obtained various large-scale projects and orders for downstream
businesses in the PRC, including the 20MW on-grid photovoltaic power
plant project in Golmud, Qinghai, the 13.5MW “Golden Sun Programme”
Project (0 O OO 0O) in Liaoning Province and the orders of photovoltaic
modules from sizeable customers such as 256MW sales order from China
Power Investment Corporation (0 00 OO0 O 0O O). These symbolised
that the Group’s vertical integration strategies are substantially achieved.
Upon achieving the leading position in the area of monocrystalline
silicon solar ingots and wafers production, the Group’s operations of
downstream modules and system power generation are also on the right
track.

Solargiga Energy Holdings Limited 0 0 0 0000000
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Chairman’s Statement
goooo

Looking forward, the Group is optimistic towards the outlook of solar
energy industry after integration and expects it is going to replace
the traditional fossil fuel in the future. According to the “Report on the
Photovoltaic Market in the Asia Pacific Region 2011” 020110 00 O
00 00000) prepared by Solarbuzz, an internationally well-known
organisation for photovoltaic research and development, the Asia
Pacific region will become the most important solar energy market in the
world. Since the developed countries in Europe lower the subsidies for
the solar energy industry, it is believed that the development focus of
the future solar energy industry will gradually shift towards Asia Pacific
region. Focusing on the market demand, the Group will continue to
formulate development core, adjust the pace of advancement, as well
as continue to enhance the production capacity, technological standard
and operational efficiency. Moreover, the Group also aims to selectively
expand the production scale of downstream components according to
the market conditions, gradually shifting to a strategic business model
of “golden cup” vertical integration from an “inverted pyramid” model, to
consolidate its current leading position in the market and further sharpens
its corporate competitive edge.

[, on behalf of the Board, would like to express my gratitude to all staff
for their dedicated services and contributions throughout the year that
helped the Group grow steadily in the fierce competition, as well as to all
business partners for their continuous trust and support. Finally, | would
also like to thank our dear shareholders for continuous support and trust.
In the new year, may we aim to maintain our strong team spirit, utilise our
existing resources, increase the efficiency and enhance the profitability of
the Company for the sake of building a sturdy foundation of the Group’s
business development and rewarding to shareholders with steadily
growing performance.

TAN Wen Hua
Chairman

Hong Kong, 29 March 2012
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Business Review
o000

Market Overview
The solar energy industry has confronted a turbulent time in 2011.

Continuing the rapid growth in 2010, the global solar energy industry
managed to achieve a satisfactory result to kick off the first half of 2011.
The Fukushima nuclear plant incident in Japan in early March of 2011
expedited various governments to develop and promote clean energy.
Subsequently, the German government decided to permanently shut
down eight obsolete nuclear reactors. It also promised to shut down
other nine nuclear reactors currently in operation by 2022, as well as
encouraging the development of renewable energy and increase the ratio
of electricity supply of environmentally-friendly energy. A bill for renewable
energy was later passed by the House of Councillors of Japan in August
2011, which formulated the subsidy mechanism of electricity price. In
addition, various governments have also put forward proposals to slow
down the development of nuclear power projects. The solar energy
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Business Review
oooo

Market Overview (continued)

Yet, with the proliferation of European debt crisis that has already
swept the globe for almost two years, the price of European sovereign
bonds has seriously plummeted that imposes a heavy financial burden
on European governments, as well as forces European countries to
implement large-scale financial budget austerity policies to tackle the
worsening financial position. Worse still, the U.S.’s debt crisis and the
downgrade of the U.S. sovereign rating by Standard & Poor’s have
brought the world economy to a scenario with uncertainty, hindering the
global economy recovery. Under such an uneasy economic environment,
the European regions tend to be conservative over the subsidy policies
for solar energy. As European countries are the major markets of solar
energy products, the downward adjustment in solar energy subsidy also
caused a continuous decline of the price of solar energy products since
the second half of 2011. This has posed a pressure on the profitability
prospect of solar energy industry.

On the other hand, the price adjustment indeed facilitated the rapid
growth for the end markets. Statistics show that the installed capacity
has exceeded 27GW throughout 2011, representing a growth of 40%.
This illustrates that the price adjustment of solar energy products allows
the industry to achieve the grid parity gradually, which stimulates the end
demand. As such, an enhancement of production technology leading
to lower cost will help the solar energy industry become more popular
and achieve industrial integration, marching towards for continuous
development.

Business Review

During the year under review, the Group successfully built an effective
and unique “inverted triangle” vertical integrated supply chain. It gradually
completed the transformation from a solar energy materials manufacturer
to an one-stop service supplier of solar power projects. And those
individual products including ingots, wafer, cells and modules within
the supply chain can be sold externally and a good operating result is
achieved. As at 31 December 2011, the external shipment volumes
of various upstream and downstream products ranging from ingots to
modules have reached 553.34MW, accounting for an increase of 61.6%
compared with 342.50MW last year.

Solargiga Energy Holdings Limited 0 0 0 0000000
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Business Review
ogoon

Silicon Ingot Business

During the year under review, the Group proactively expanded the
production capacity of silicon ingots to further explore its technological
advantage. As at 31 December 2011, the Group was equipped with
493 monocrystalline ingot pullers and 4 multicrystalline casting furnaces,
of which 397 monocrystalline ingot pullers were located in Jinzhou
production base while the remaining 96 monocrystalline ingot pullers
were installed in the plant of Solargiga Energy (Qinghai) Company Limited
(“Qinghai Yangguang”), which is 51% owned by the Group, in Xining,
Qinghai Province, and the annual production capacity of silicon ingots
formally reached 1GW in December 2011.

During the year under review, by its “inverted pyramid” vertical integration
supply chain model, the Group was able to fully utilise its upstream
products for the production of its downstream products, and the
upstream products including ingots, wafers and cells are also for sales
externally. Of which, the external shipment volumes of self-manufactured
and processed silicon solar ingots of the Group were 85.86MW and
55.38MW respectively, representing a growth of 11.5% and 113.5%
compared with 76.99MW and 25.94MW last year. Solargiga has gained
a leading position in the monocrystalline silicon solar ingot manufacture
aspect in terms of technology, product quality and quantity. The products
of the Group are the only monocrystalline silicon solar ingot maker in
the PRC for which national products exemption from quality surveillance
inspection has been granted. Major products are silicon ingot of 5.5
inches to 8.7 inches on diameter. The photovoltaic conversion efficiency
of its monocrystalline silicon products is also higher than the industry
average. Apart from the traditional P-type products, the Group also
provides N-type high-efficiency products with a photovoltaic conversion
efficiency of 22-23%. During the year under review, the external shipment
volume of N-type silicon ingots was about 55.39MW, in which the
self-manufactured and processing volume of N-type products were
46.41MW and 8.98MW respectively, representing an aggregate amount
of approximately 39.2% of the external shipment volume of silicon ingots.
N-type products are mainly targeted at Japanese customers.
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Business Review
ogoon

Wafer Business

During the year under review, in order to cater for the expansion of
production capacity of upstream monocrystalline silicon ingots, the Group
correspondingly increased the wiresaw equipment. As at 31 December
2011, the Group possessed 121 wiresaws, two of which were newly
added diamond wiresaws. The annual production capacity of wafers has
already increased from 600MW in the beginning of 2011 to 900MW at the
end of 2011.

The external shipment volumes of self-manufactured and processed
silicon solar wafers of the Group were 173.46MW and 8.65MW
respectively during the year under review, representing a decrease of
21.4% in total compared with 225.27MW and 6.46MW last year. The
decrease was mainly attributable to more wafers have been internally
sold to downstream business after the completion of acquisition of solar
cells manufacturing business, and for external sales only after they are
manufactured into solar cells and modules.

Cell Business

During the year under review, the Group successfully acquired Sino Light
Investment Limited (“Sino Light”) on 26 January 2011. Sino Light and
its subsidiaries are primarily engaged in the manufacture of solar cells,
with a current production capacity of 300MW. From the period between
26 January 2011, the acquisition date, and 31 December 2011, the
external shipment volume of solar cells of Sino Light was approximately
138.90MW. It contributed a segment turnover of approximately
RMB929.051 million, accounting for 33.4% of the Group’s turnover.
Through the acquisition of Sino Light, the Group was able to connect the
upstream and downstream businesses for a better synergy effect.

Module Business

The Group has expanded its solar downstream photovoltaic modules
business through holding 51% interest in Jinzhou Jinmao Photovoltaic
Technology Company Limited (“Jinzhou Jinmao”). The modules
production base is currently located in Jinzhou with a production capacity
expanded to 150MW as at the end of the year from 50MW as at the
beginning of 2011.

During the year under review, apart from the required modules supplied by
Jinzhou Jinmao for the Group’s downstream system installation business,
the Group also secured the orders from sizeable customers such as
25MW sales order from China Power Investment Corporation (0 O O O O
0 0O 0O), by virtue of its prominent product quality and competitive product
price. As at 31 December 2011, the external shipment volume of solar
modules of Jinzhou Jinmao was approximately 91.09MW, accounting for
a significant increase of over 10 times compared with external shipment
volume of 7.84MW last year. The utilisation rate of production capacity
has increased during the year under review, while the module business is
gradually in shape.

Solargiga Energy Holdings Limited 0 0 0 0000000
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Business Review
oooo

Business Review (continued)

System Installation Business

The end market in the PRC is in the process of rapid growth stage.
Statistics reveal that the solar energy system installation capacity in the
PRC has exceeded 2GW in 2011. As such, the Group has proactively
developed terminal market business fully capitalising on its advantage of
vertical integration to pull the product demand from the bottom to the top.

During the year under review, the Group completed the 13.5MW “Golden
Sun Programme” Project (0 O O O O) in Jinzhou, Liaoning Province.
Such programme comprised three projects, of which the largest one was
the 10MW solar power system located at the hill of Nanshan Tunnel (O
0 0O 0O), Jinzhou. After the grid connection, approximately 14 million kWh
of electricity can be provided annually for Jinzhou; the remaining two
projects were the SMW power plant project in the photovoltaic industrial
park of Jinzhou Economic & Technology Development Zone (0 0O O O O
0000000000)and the 500kW power generation rooftop project
in the small residential area of Jinzhou.

On the other hand, the Group also secured the 20MW large-scaled
photovoltaic power plant project in Golmud, Qinghai Province. The Group
has invested 49% interest of the project through Qinghai Yangguang and
its construction and trial-run was successfully completed at the end of
2011. It is expected that approximately 33 million kWh can be generated
per year. The project will enjoy the photovoltaic power generation feed-in
tariff policy of RMB1.15 per kWh as set out by the National Development
and Reform Commission. Moreover, apart from the successful experience
of the construction of power plant within the PRC, the Group has started
working on the development and construction of the overseas power
station markets. During the year, a small amount of 215 kW power plant
was successfully launched by grid integration in Germany solar energy
rooftop market. In the future, the Group will continue to develop the global
photovoltaic application market.
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Looking forward, the Group also aims to selectively expand

the production scale of downstream components according to
the market conditions, gradually shifting to a strategic business
model of “golden cup” vertical integration from an “inverted
pyramid” model, to consolidate its current leading position in the
market and further sharpens its corporate competitive edge.
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Turnover

For the year ended 31 December 2011, the Group’s turnover increased to
RMB2,779.223 million from RMB1,854.769 million for the corresponding
period in 2010, representing a year-on-year increase of 49.8%. During the
year under review, the Group has not only completed an upstream and
downstream vertical integration in the industry, but has also enhanced the
production scale, despite of the continuous decline in the price of solar
energy products.

Cost of Sales

For the year ended 31 December 2011, cost of sales increased by
75.2% to RMB2,525.375 million from RMB1,441.526 million for the
corresponding period of 2010. As a percentage of total turnover, cost
of sales increased from approximately 77.7% to 90.9%. As the price
of polysilicon, a major raw material, continued to decrease during the
second half of 2011, the Group was required to make an one-off write
down for the inventories of RMB161.701 million (2010: nil). Thus, the ratio
of the cost of sales increased during the period under review.
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For the year ended 31 December 2011, the Group recorded a gross
profit of RMB253.848 million and a gross profit margin of 9.1%. Excluding
the one-off write down for the inventories of RMB161.701 million, the
gross profit would have been RMB415.549 million and the gross profit
margin of 15.0% for 2011. The gross profit and the gross profit margin
was RMB413.243 million and 22.3%, respectively, for the corresponding
period in 2010. As the decrease was relatively larger for the selling prices
across each product segment in the photovoltaic market during the
second half of 2011, the gross profit margin decreased throughout 2011.

The other income mainly comprised government grants, the interest
income on bank deposits, income from sales of scrap materials and
rental income under operating leases.

Selling and distribution expenses mainly comprised packaging expenses,
freight charges, insurance expenses and overseas selling expenses and
commission. Selling and distribution expenses increased by 232.7%, from
RMB9.669 million for the year ended 31 December 2010 to RMB32.169
million for the year ended 31 December 2011, accounting for 1.2% (2010:
0.5%) of the Group’s total turnover. The increase in expenses was due to
more expenses incurred from the development of domestic and overseas
markets. Apart from this, after the Group completed a vertical integration
of one-stop supply chain, more development expenses has been spent in
downstream product markets accordingly. Moreover, the growth in sales
volume has also resulted in the rise of packaging expenses and freight
charges accordingly.
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Administrative expenses mainly comprised staff costs, research and
development expenses and the amortisation of intangible assets. The
administrative expenses for 2011 amounted to RMB269.315 million,
representing a year-on-year increase of 117.9% from RMB123.577
million for the corresponding period last year, or accounting for 9.7%
(2010: 6.7%) of the Group’s turnover. The increase in administrative
expenses was mainly attributable to the significant increase of research
and development costs to RMB127.979 million in 2011 from RMB48.328
million in 2010, and the Group’s expansion in vertical and horizontal
production scale also resulted in an increase of administrative expenses.
Moreover, the amount of RMB26.785 million (2010: Nil) was amortised in
2011 in respect of the intangible assets arising from by the acquisition of
solar cells business in 2011.

The Group’s finance costs increased from RMB18.006 million for the
year ended 31 December 2010 to RMB71.949 million for the year ended
31 December 2011. Finance costs represented mainly interest on bank
loans, syndicated bank loan, Renminbi-denominated bonds and the
municipal government loan. The increase in finance costs was due to
increase of bank borrowings during the year to cope with the business
expansion and development.
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Income Tax

For the year ended 31 December 2011, a net tax credit of RMB10.021
million was recorded due to the tax concessions obtained during the
year, compared to the income tax expense of RMB71.444 million for the
corresponding period in 2010.

Profit Attributable to Equity Shareholders of
the Company

The profit attributable to equity shareholders of the Company of
RMB54.291 million was recorded during the year ended 31 December
2011, representing a decrease of 74.6% from RMB214.121 million in
2010. The decrease was mainly due to a decline in gross profit followed
by an one-off write down of inventories of RMB161.701 million.

Inventory Turnover Days

The inventories of the Group comprised mainly raw materials namely
polysilicon, crucibles and other auxiliary raw materials and finished goods.
The inventory turnover days for 2011 were 57 days (2010: 104 days),
representing a decrease of 47 days compared to the corresponding
period last year.

Trade Receivable Turnover Days

In 2011, the trade receivable turnover days of the Group decreased to 23
days (2010: 33 days). Such turnover days continued to remain at a low
level. Owing to the relatively fluctuating market, the Group is now selling
more on cash on delivery to monitor the risks. A credit period of 30 to 90
days is generally granted only to its long-term customers.

Trade Payable Turnover Days

The ratio of the Group’s purchasing raw materials from the suppliers
by prepayment increased from last year, and together with unfavorable
business environment of solar market, the purchase volume of raw
materials as at the end of the year decreased. Accordingly, the trade
payable turnover days further decreased to 20 days (2010: 32 days).

Liquidity and Financial Resources

The Group’s principal sources of working capital during the year under
review were cash flows from operating activities and the proceeds from
bank and other borrowings. On 27 May 2011, Solargiga entered into
a syndicated loan with banks including Industrial Bank of Taiwan, BNP
Paribas and other lenders with a facility amount of US$75,000,000
(RMB470,927,000) for a term of three years. Subsequently, on 24 August
2011, Solargiga, with SinoPac Securities (Asia) Limited as its manager
successfully completed the issue of the bonds of RMB300,000,000 with
a term of three years.
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Liquidity and Financial Resources (continued)

As at 31 December 2011, the Group’s current ratio (current assets
divided by current liabilities) was 1.22 (31 December 2010: 1.38). The
Group had net borrowings of RMB1,115.634 million as at 31 December
2011 (31 December 2010: RMB202.259 million), which comprised
cash at bank and in hand of RMB583.743 million (31 December 2010:
RMB459.734 million), pledged bank deposits of RMB151.682 million
(31 December 2010: RMB74.113 million), bank and other loans due
within 1 year of RMB705.077 million (31 December 2010: RMB648.011
million), non-current bonds, bank and other loans of RMB1,143.035
million (31 December 2010: RMB85.000 million) and long-term municipal
government loan of RMB2.947 million (31 December 2010: RMB3.095
million). Net debt to equity ratio (net borrowing divided by total equity) was
49.1% (31 December 2010: 12.3%). Such ratios show that the Group’s
financial position remains healthy.

Contingent Liabilities
As at 31 December 2011, the Group had no material contingent liabilities.

Currency Risk

The Group is exposed to currency risk primarily through sales and
purchases, bank loans and cash and bank deposits that are denominated
in foreign currencies, i.e. currencies other than the functional currency
of the operations to which the transactions relate. The currencies giving
rise to this risk are primarily the United States Dollar, Euro and Hong
Kong Dollar. 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 the United States Dollar, Euro and
Hong Kong Dollar at spot rates where necessary to address short-term
imbalances.

Human Resources

As at 31 December 2011, the Group had 3,655 (2010: 2,081) employees.
The significant increase of employees was mainly due to the production
capacity expansion in Jinzhou, Liaoning and Xining, Qinghai.
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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 (the “Listing Rules”)
Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) 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 have been posted on the websites of Stock
Exchange and the Company since March 2012.

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. All
the code provisions set out in the Code were met by the Company
throughout the financial year ended 31 December 2011.

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 throughout the financial year
ended 31 December 2011.
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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.

Mr. Chong Kin Ngai (“Mr. Chong”), who used to be a non-executive
Director and member of the audit committee of the Company, resigned
on 1 December 2011 due to his other business commitments. Mr. Chong
confirmed that he did not have any disagreement with the Board, that
there was no other matter in relation to his resignation which needs to be
brought to the attention of the shareholders of the Company. Details of
Mr. Chong'’s resignation were set out in an announcement issued by the
Company dated 2 December 2011.

Mr. Tan Xin was appointed as an executive Director with effect from 28
December 2011. Details of Mr. Tan Xin’s appointment were set out in an
announcement issued by the Company dated 28 December 2011.

Currently, the Board comprises nine Directors, including four executive
Directors: Mr. TAN Wenhua, Mr. HSU You Yuan, Ms. ZHANG Liming and
Mr. Tan Xin, one non-executive Director: Mr. CHIAO Ping Hai 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 36 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 27 to 29.
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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. The
Company considers that all the independent non-executive Directors are
independent in accordance with the Listing Rules.

Appointments, Re-election and Removal of
Directors

Mr. Hsu You Yuan has been appointed as an executive Director for a
specific term of three years commencing from 10 June 2010, and each
of Mr. TAN Wenhua and Ms. ZHANG Liming has been appointed as an
executive Director for a specific term of three years commencing from 30
June 2011. Mr. Tan Xin has been appointed as an executive director for a
initial term of three years with effect from 28 December 2011. 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 a term of three years from 30 June 2011,
and are subject to retirement by rotation and re-election in accordance
with the articles of association of the Company.

In accordance with the provisions of the Company’s Articles of
Association, Mr. Tax Xin, Mr. WONG Wing Kuen, Albert, Ms. FU
Shuangye and Dr. LIN Wen will retire by rotation at the forthcoming annual
general meeting and being eligible, have agreed to offer themselves for
re-election.
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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 (“CEO”) should be separated and should not
be performed by the same individual. The role of the Chairman was
performed by Mr. CHIAO Ping Hai during the financial year and up to 28
March 2011, whereupon Mr. CHIAO resigned as Chairman due to his
other business commitments that require more of his dedication. Mr.
CHIAO had contributed valuable inputs to the Group’s business direction
with a wealth of industry expertise during his tenure as Chairman. Mr.
CHIAO remains as a non-executive Director of the Company after his
resignation as Chairman. Mr. TAN Wenhua was appointed as Chairman
with effect from 28 March 2011. Mr. TAN Wenhua is an executive Director
who is responsible for the management of the Board and he also involves
in the day-to-day management of the Group’s business.

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, Ms. ZHANG Liming and
Mr. TAN Xin) who have extensive experience in the solar energy industry
and their respective areas of profession, spearhead the Group’s overall
development and business strategies.
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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. Currently, the Audit Committee consists of four independent non-
executive Directors.

In 2011, 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 (resigned with effect 2/2
from 1 December 2011)

The Audit Committee has reviewed the Group’s interim financial report
for the six months ended 30 June 2011 and annual consolidated
financial statements for the year ended 31 December 2011, 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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