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Chairman’s Statement
FERESE

To Our Fellow Shareholders

On behalf of the board of Directors (the “Board”), | hereby present the
annual results of China Solar Energy Holdings Limited (the “Company”)
and its subsidiaries (together, the “Group”) for the financial year ended 31
March 2007.

OPERATING RESULTS

During the year ended 31 March 2007, the Group recorded a turnover of
HK$41,123,000 (2006: HK$12,354,000). The loss attributable to equity
holders was HK$523,000 (2006: loss of HK$95,506,000).

The Board does not recommend the payment of a final dividend for the
year ended 31 March 2007.

OUTLOOK

Since our 51% acquisition of Terra Solar, a U.S thin film solar photovoltaic
(PV) technology provider, China Solar has successfully started to implement
its strategy in becoming a leading supplier of amorphous silicon (a-Si) thin
film turnkey production lines and a-Si thin film modules. We are on track to
achieve our objective to create a sustainable market for our solar modules
by utilizing our thin film a-Si PV technology to develop and expand our
output capacity to 900 MW within the next 3 years.

The solar power industry has had tremendous growth since the last 15
years. Not only has there historically been large annual growth in solar for
the last fifteen years, but it is forecasted that solar growth will also continue
in the next fifteen years. According to Photon Magazine, a solar industry
publication, believes the total solar production will reach at least 10GW by
2010, representing a 53% growth when compared to 2005. Although it
expects the bulk of this growth will be in crystalline silicon solar cells/ modules,
it believes non-traditional technologies (CdTe, a-Si, CIS, uc-Si, concentrators)
will have a stronger percentage growth, with approximately 0.15GW (9%
market share) in 2005 growing to approximately 2GW (20% market share)
in 2010.

The mix of solar cell output of thin film is also growing. We expect thin film
technology to expand over the next five years at a faster rate than the
conventional crystalline silicon PV business. From 2007 to 2009, anticipated
thin film volume manufacturing takes off as innovations in thin film
manufacturing improves and its application in the building integrated PV
(BIPV) market expands such as windows, facet of building, semi-transparent
roofs.
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Corporate Information (continued)
FEHEE @

With energy shortages and environment issues being at an all time high,
China Solar is very well positioned to become a large player in the PV Industry.
Solar energy will not be the only solution to solve these problems but will
play a big part in the renewable energy mix. We will continue to expand our
production capacity base in China to further lower our costs and increase
our competitive advantage.

APPRECIATION

On behalf of the Board, | would like to take this opportunity to express my
heartfelt appreciation to our shareholders and business partners for their
continued support and confidence in the Group. | would also like to thank
the management team and all staff members for their devoted service and
loyalty.

Dr Zoltan J. Kiss
Chairman

Hong Kong, 27 July 2007
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Management Discussion and Analysis

EEENWRDN

BUSINESS REVIEW AND PROSPECTS

During the period under review, the Group continue to be principally
engaged in three major businesses — solar business, strategic investments
as well as capital market activities and financing business.

Solar Business

For the year under review, the solar business contributed the group’s turnover
by approximately HK$38,324,000 (2006: HK$7,725,000), representing
93.19% (2006:62.53%). The turnover came from Terra Solar group, one of
the subsidiaries of our group in the United States. The increase in turnover
was mainly because the majority of the contract had been completed during
the year under review. For the year under review, the segment result for
this business recorded a loss of HK$26,571,000. It was because i) our group
had been setting up another production base to shift the production to
Asia to minimize the production cost. As such, more expenses was incurred
for this business and ii) the gain earned from the sale contract that our
group signed in last December has not been accounted for in the year
under review. For the contract, we had received 20% deposit from the
customer. The production line has been delivered to the customer and
installation is expected to be finished this early third quarter.

In the coming years, solar business will be the group’s main business.

Strategic Investments and Capital Market Activities

For the year under review, as a result of the continuing growth of the share
markets around the world, the fair value gain on financial assets at fair
value through profit or loss was of approximately HK$36,997,000 (2006:
HK$4,880,000).

Financing Business

For the year under review, turnover from the financing business was
accounted for 1.37% of the total turnover of the Group. Our group is
going to decrease the contribution from this business segment because our
Group has focused most of our resources in the solar business. Due to
adoption of a prudent approach, we made a provision for doubtful debts of
approximately HK$4,425,000 for the recoverability risk arising from this
business.

Overall

Our Group restructured and consolidated Terra Solar’s assets and we
refocused on our core competencies, with a goal of commercializing Terra
Solar’s advanced research in thin film a-Si PV technology.

We successfully developed and commercialized a fully automated production
line, manufactured by our Taiwanese OEM manufacturer, Chinese United
Semiconductor Equipment Manufacturing Inc. (CUSEM), where all the
patents of the production equipment are held by China Solar Energy. By
switching the manufacturing base from Hungary to Taiwan, we are able to
reduce our production costs, maximize output production capacity, increase
manufacturing yields and shorten production lead time.
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Management Discussion and Analysis (Continued)
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On 21 December 2006, we signed our first order with China Stream Fund
Solar Co. Ltd. contract valued at USD480.5 million for 31 units of 5 MW
thin film a-Si production equipment. The first line has been shipped on
March 2007 and will commence production by beginning September 2007.

On 21 May 2007, China Solar Energy and Jiangxi Ganneng Co Ltd (listed
on the Shenzhen stock exchange, 000889.CH) entered into a JV agreement
to form a JV company where China Solar Energy will supply 10 units of
5MW thin film a-Si production equipment at a total value of USD 145 million
to the JV company. The first line will be delivered after the completion of
the 31 units order with China Stream Fund Energy in Wuxi, China.

Our group will continue to adopt an “asset light” business model with two
revenue streams, one for the sale of production equipment and another for
the sale of solar modules.

We are focusing most of our efforts in fulfilling the orders which entails the
design, manufacturing, shipping and installation of turnkey manufacturing
facilities focused on the production of amorphous silicon based modules at
the customer’s plant in China. The software, know-how and training
associated with the manufacturing process will be supplied by Terra Solar.

FINANCIAL REVIEW

Results

For the year ended 31 March 2007, the Group recorded a turnover of
approximately HK$41,123,000 (2006: HK$12,354,000), representing an
increase of approximately 233%. The increase in turnover was mainly due
to the contribution from the solar business since its acquisition.

Loss attributable to equity holders of the Company was HK$523,000 (2006:
loss of HK$95,506,000). The basic loss per share was 0.01 cents (2006:
3.32 cents).

Liquidity, Financial Resources and Funding

At 31 March 2007, the Group had net current assets of HK$210,251,000
(2006: HK$179,774,000). The increase was due to the increase in cash and
cash equivalents as a result of the exercise of share options and the exercise
of warrants during the year.

At 31 March 2007, the Group had a total of HK$52,183,000 in cash and
cash equivalents (2006: HK$147,419,000). The decrease was mainly because
part of the cash was paid to supplier as deposit for the production line.
Most of the cash reserves were placed in Hong Kong dollar short-term
deposits with major banks in Hong Kong.

The liquidity ratio of the Group, represented by a ratio between current
assets over current liabilities, was 835% (2006: 625%), reflecting adequacy
of financial resources.
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Management Discussion and Analysis (Continued)
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The indebtedness of the Group as at 31 March 2007 was HK$700,000
(2006: HK$3,832,000).

Foreign Exchange Exposure

The Group is exposed to a very limited level of exchange risk as the foreign
currency that the group dealing with are mainly denominated in US dollars
to which Hong Kong dollars was pegged.

Share Capital Structure

In June 2005, the Company issued up to a maximum of 550,000,000 listed
warrants by way of private placing at the issue price of HK$0.046, each
conferring the right to subscribe for one new share at the initial exercise
price of HK$0.116 up to an aggregate amount of HK$63,800,000 at any
time during the period from 4 July 2005 to 3 July 2007. As at 31 March
2007, 169,450,000 warrants have been exercised.

During the year, exercise of share options resulted in the issue of 72,900,000
ordinary shares of the Company.

Apart from the above, there was no change in the share capital structure of
the Company during the year under review.

Material Acquisition and Disposal of Subsidiaries
During the year under review, there is no material acquisition or disposal
subsidiaries occurred.

Charges on Group’s Assets

As at 31 March 2007, the Group's trading securities with market value of
approximately HK$3,487,000 (2006: HK$16,173,000) have been pledged
to secure stock brokers loans of HK$700,000 (2006: HK$2,802,000) granted
to its subsidiary.

Contingent Liabilities

On 21 September 1999, a former director of the Company, Mr Wong Chong
Shan, commenced proceedings in the High Court against the Company
claiming a sum of HK$5,000,000. Mr Wong Chong Shan alleged that he
paid the said sum on the Company’s behalf in August 1997 to a third party
as deposit and that the Company failed to make repayment to him. The
directors have considered the matter and are of the opinion that since no
positive steps have been taken by Mr Wong Chong Shan to proceed with
the action since June 2000, it is not necessary at this stage to make a provision
in the financial statements for these proceedings.

Human Resources
As at 31 March 2007, the Group had 35 full time employees.

The Group remunerated its employees mainly based on the individual’s
performance and experience. Apart from the basic remuneration,
discretionary bonus and share option may be granted to eligible employees
by reference to the Group’s performance as well as individual's performance.
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Biographical Details of Directors and

Senior Management
EENEEEEAERRE

CHAIRMAN AND NON-EXECUTIVE DIRECTOR

Dr Zoltan J. Kiss, aged 75, became the Chairman and non-executive director
of the group on 24 January 2006. Dr Kiss formed the Terra Solar Group in
the 1990s. He has been an innovator in photovoltaics since the 1970s and
is responsible for the development of the technology and manufacturing
capacity that is used in a majority of the world’s thin-film PV production. In
1959 he received a Ph.D. degree in physics, specializing in solid-state physics.
In that same year, he also spent a post-doctoral year at Oxford University,
Oxford, U.K. as an NRC fellow. Dr Kiss has over 100 publications and 17
patents in the different technical fields over the past 30 years. According to
articles published in the New York Times, Dr Zoltan Kiss is one of the
renowned experts in the solar power industry.

EXECUTIVE DIRECTORS

Mr Pierre Seligman, aged 41, joined the group as an executive director on
7 February 2005 and was appointed as Managing Director in 2006. He
holds a Bachelors degree in French Literature and a textile degree in knitwear
from the University of Leeds in the United Kingdom. He has more than 15
years experience in local and overseas trading business working as a senior
executive.

Mr CHU Chik Ming Jack, aged 51, was appointed as an executive director
on 7 February 2005. He holds a MBA degree in real estate, a Bachelor of
Science degree in business management and an associate degree in
construction. He is a Certified Commercial Investment Member. He has
extensive experience in strategic investment of number of essential business
and IT projects focused at creating an e-Commerce infrastructure in China.
Prior to that, Mr Chu was a real estate consultant, consulting on project
feasibility, site selection as well as property market analysis.

Mr CHAN Wai Kwong Peter, aged 54, was appointed as an executive
director on 8 April 2002. He graduated with a bachelor degree in Social
Science (Economics) from the University of Western Ontario, Canada in
1978. Mr Chan has over 24 years of experience in marketing and business
development. Mr Chan is also an executive director of Mobile Telecom
Network (Holdings) Limited, an independent non-executive director of China
Golden Development Holdings Limited and an independent non-executive
director of Shang Hua Holdings Limited, all of them are listed companies in
Hong Kong. Mr Chan is a member of the Amusement Game Centre Appeal
Board, The Government of “HKSAR".
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Biographical Details of Directors and Senior Management (continued)
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr CHOW Siu Ngor, aged 52, was appointed as an independent non-
executive director on 5 October 1998 and a member of the audit committee
of the Company on 29 March 1999. Mr Chow is a practising solicitor in
Hong Kong. Mr Chow graduated from the Chinese University of Hong
Kong in 1981 with an honours degree in Social Science. He then obtained
an honours degree in Laws from the University of Birmingham in 1987. Mr
Chow was admitted as a solicitor of the Supreme Court of Hong Kong in
1990 and has been in private practice since then. Currently, Mr Chow is a
Partner of Arculli Fong & Ng, Solicitors. Mr Chow also serves as an
independent non-executive director of three other listed companies in Hong
Kong namely CCT Tech International Limited, RexCapital Financial Holdings
Limited and Premium Land Limited respectively.

Mr YIN Tat Man, aged 46, was appointed as an independent non-executive
director and a member of the Company’s audit committee on 30 September
2004. He holds a Bachelor of Science degree from University of Toronto in
Canada. He is a professional business executive with over 20 years of
experience in the information technology industry specializing in the field
of project management, risk management and channel management.
Currently, Mr Yin is an IT director of an international IT and system technology
company based in Shanghai.

Mr TAM Kam Biu William, aged 51, was appointed as an independent
non-executive director and a member of the Company’s audit committee
on 24 January 2006. He obtained a Bachelor of Business Administration
degree and a Master of Business Administration degree from York University,
Toronto, Canada. He is a fellow of Association of Chartered Certified
Accountants, United Kingdom and an associate of the Hong Kong Institute
of Certified Public Accountants. Mr. Tam is currently a director and chief
financial officer of Bio Cassava Technology Holdings Limited and an
independent non-executive director of Soluteck Holdings Limited, both are
listed on the Growth Enterprise Market of The Stock Exchange of Hong
Kong Limited.

SENIOR MANAGEMENT

Mr TSANG Wai Wa, aged 46, Financial Controller as well as Company
Secretary of the group, joined the Group in April 2005. Mr Tsang holds a
Bachelor degree in Finance and Accounting and a Master degree in Business
Administration. He is a fellow member of the Chartered Association of
Certified Accountants and an associate member of the Hong Kong Institute
of Certified Public Accountants. He has extensive experience in auditing,
accounting, company secretary and corporate finance experience.

BYEHTES

BPMERE 525 N NANN\FTALREZEREL
FATER AR —NNNF=ZA-TAREZERAR
AIEREZEERE -PRERTERREM-FPLERN—
NAN—FHEBBRXARBEE BEH SR BREBE-
PBEEEBR - NNEFRSBRPADERRESM-
BFR—NNEFESRMAE BT EREM 28— B
AHZE-BAT BAEEESMRENRMERT A%
AN BRETRBIN=REE LT AR AR EZRXEERA
RAF HESRERERAR N LERBEEMER AT
2B IFFMITES-

REXELE d6m R - ZENFAA=THEZERA
RABIETEENERZ RGN R - HRENEARS
REREZEMBTEM -FNERMRITRERR —+
FEERTBARKLR ERNABEE BREENUEER
BER-RAER R RN DENBERERRE L R4
BiTARzBERMRES-

EREEE S RN EERF-A-THBEEZER
B FTEERARRERZEG SR -BHAMEX
ZRENRARBTHERS B TRERE TR
BEREEFAAREAMATERGBARB B G
REGR-BEER BN RBIERARATNES LI
BE WA AIMREBRBRARZEIIFNTES M
RATEREEBREXSMERARGIER LR AT

=
=

SEEEAR

REOANAREE - BEERFEHEREFTE LB
AR THERR B -HAREFFAREHNAEE
AREBUNEAEMARE B -WNET &5 XMW
ERCEMBREEEL R

10 China Solar Energy Holdings Limited #E X BrEFIZERER AR | Annual Report F3R 2007



Biographical Details of Directors and Senior Management (continued)
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Dr Steve T Chen, aged 49, Corporate Strategist of the group, graduated
from Taipei’s National Taiwan University with LL.B degree and earned his
Ph.D. degree in Law from the University of London. He is well experienced
in the fields of legal affairs, market development, and corporate strategies
in Greater China, with previous senior executive appointments including
CNT Groups Ltd. (a listed company in Hong Kong), and Taipei’s Taiwan
Cement Group Ltd. (the largest cement manufacturing company listed in
Taiwan). Dr Chen is a respected commentator and writer for national
economic and legal affairs. Dr Chen had served as Secretary General for
Taiwan Business Association (Hong Kong) Ltd. and Director for the
Association of Chinese Traders and he is currently a counselor for Taipei City
Government. Dr Chen joined the Group in March 2006.

Dr Yuan Lee, aged 56, CEO of the TerraSolar Group, joined TerraSolar at
the end of 2004 as the Group’s CEOQ. Previously, he was an Executive Director
at Morgan Stanley Investment Banking Division. Prior to that Dr Lee worked
as a Marketing Director at Reuters America and was in charge of new
business development of analytic financial information products targeting
Wall Street firms. He also spent nine years at Citicorp where he was
responsible for product management, relationship management, marketing
strategy and new product development. Dr Lee earned a Ph.D. in physics
from Columbia University.

Mr Gregory Kiss, aged 49, Director of TerraSolar Group, is also the Founder
and Principal of Kiss + Cathcart, Architects. He earned a Master of
Architecture from Columbia University in 1983 and a Bachelor of Arts from
Yale University in 1979. His selected architecture and research projects on
Building Integrated Photovoltaic includes: New York City Transit Stillwell
Avenue Terminal (Brooklyn, NY: 1999-2007), Smithsonian Tropical Research
Institute (Bocas del Toro, Panama: 2001-2003), Heliodomi Photovoltaic
Production Facility, Thessalonika (Greece: 2000-2007), IJsselstein Housing
(Holland: 1999-2000), 3 Studies for the National Renewable Energy
Laboratory (1992-1995), Self sustaining HighRise Buildings: National Science
Foundation Grant based on 2020 tower project (2006-2007).

Mr Henry J. Behnke I, aged 47, Chief Operation Officer of TerraSolar
Group, has played a significant role in Terra Solar's expert team since 1981.
He participated in the development, testing and installation of equipment
used in the manufacturing of amorphous silicon photovoltaic solar cells for
over 25 years. He supervised the installation of turnkey manufacturing
facilities on location in Port Jervis, N, Bridgend, Wales (UK) and Lens, France.
As COO of Terra Solar Group, he is responsible for the management of
installation operations for PV systems, facility management for manufacturing
and R&D process development operations. His professional qualifications
include AIChE (American Institute of Chemical Engineers), ASAE (The Society
for Engineering in Agriculture, Food and Biological Systems), ASTM (American
Society for Testing and Materials), and ISA (The Instrumentation, Systems
and Automation Society). He earned an Executive MBA from the Graduate
School of Management of Rutgers University in 1994, a Professional
Engineering License NJ Mechanical Engineering #32029 in 1986, and a BS
Engineering from the College of Engineering of Rutgers University in 1981.
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Corporate Governance Report
TEERRE

CORPORATE MANAGEMENT

Chairman and Managing director

The roles of the Chairman and the Managing Director are segregated
and assumed by two separate individuals who have no relationship
with each other to strike a balance of power and authority so that
the job responsibilities are not concentrated on any one individual.

The Chairman of the Board is responsible for taking lead of effective
running of the Board.

The Managing director is delegated with the authorities to manage
the Group’s business in all aspects effectively, implement major
strategies, make day-to day decision and coordinate overall business
operation.

BOARD RESPONSIBILITIES

The Board is responsible for the management of the business and
affairs of the Group with the objective of enhancing shareholder
value and prospects in the annual and interim reports, and of other
price-sensitive announcements and other financial disclosures as
required under the Listing Rules, and reports to regulators any
information required to be disclosed pursuant to statutory
requirement.

Management is responsible for the day-to-day operations of the
Group under the leadership of the Managing Director. The Managing
Director, working with the other executive directors and the
executive management team of each business division, is responsible
for managing the business of the Group, including implementation
of strategies adopted by the Board and assuming full accountability
to the Board for operations of the Group. All executive directors
have made full and active contribution to the affairs of the Board
and the Board always acts in the best interests of the Group.

REGULAR BOARD MEETINGS

The Board meets at least four times each year and has a formal
schedule of matters referred to it for consideration and decision.
Additional meetings may be convened as and when necessary.
Notice of at least fourteen days is served for regular Board meetings
and reasonable notice is given for all other Board meetings. Directors
are consulted and provided with an opportunity to include matters
into the agenda for discussion at the Board meetings. The Company
Secretary assists the Chairman/Managing Director in preparing the
agenda for each Board meeting and to ensure that applicable rules
and regulations regarding the meetings are observed. The final
agenda together with the Board papers are distributed to the
Directors at least three days before the Board meetings.

During the year, eight board meetings, of which six were regular
board meetings and two were audit committee meetings, were
held during the year ended 31 March 2007.

LREA

IERESRLEE
ITRREFAKEZABEDR BARBIE
WEBREZ MABBILALEE AER FERE
N R B TERE T EFREM— A

EERTIFARRENANEREES

EEREEERTRENER I AN ERAELE
EB 2B EER PITEERE (EHABR
JE R R T E

EEECRE
EFeREEEARBEBRER YEF
W HmE HMa s ERNER 2 M
L EmRARERTHEZLMPBEN S
NREFREEMATR A K @& E#ER
EEPIRER T RE AT E R

EERRETREEEREARENARES
B ERRREEREMATEE RS EB
FzERBRMAEERAEENEY BIFE
MEESHRMZHE U A EEEENES
BRL2E-MANTESTHR2ARTIHEREA
EEXeEB MEFELEUANAAEERE
Mz T RITHe

EHEESER
EXgE ) EFERNORGE LF —EER
FI2 W BB EERELRE-REFER T
gAME e -HEFGENEET S 28
EEMEERRSTORBHM-MMEEME
BEAMs HEEHEEBM -EREAT
REKEREFEERTNRRE LIEER
B RAWERD IR ERREEEFERE
gz MRRTEFHSR ZER
SRIRRE -HBRAREZHRERESTS XM
EREFEGARLI-AAIDIKTES.

RBBLF=A=+—B I FEBBITUR
EFREH AP RBEREEFERE T
REBREAERH:

12

China Solar Energy Holdings Limited #E X BrEFIZERER AR | Annual Report F3R 2007



Corporate Governance Report (Continued)
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Individual attendance of each of the directors is set out below:

FEFZERIEEEHI T

Meetings attended/
Eligible to attend
SHEEERE
Directors == AEREEERRH
Executive directors HiTEE
Mr Pierre Seligman Pierre Seligman’t A4 6/6
Mr Chu Chik Ming Jack KRERASTA 3/6
Mr Chan Wai Kwong Peter PR Ak e A 6/6
Ms Lee Huei Lin (Note 1) FER L (M) 11
Non-executive director HHiTEE
Dr Zoltan J. Kiss (Chairman) Dr Zoltan J. Kiss (/&) 1/6
Independent non-executive directors BUHBITEF
Mr Chow Siu Ngor M NETAE 6/8
Mr Yin Tat Man REXSKE 6/8
Mr Tam Kam Biu, William BERIRE A 6/8
Notes: Fat:
1. Ms Lee Huei Lin resigned from her position as an executive director 1. BRATA_FTRFAANBERIA

of the Company with effect from 8 June 2006. During the period
from 1 April 2006 to 7 June 2006, one board meeting had been
held.

4. BOARD COMMITTEES 4.
Each Committee has its own defined scope of duties and terms of
reference. The Company Secretary shall make available the terms
of reference of the committees to any shareholder upon receipt of
a request in writing from the shareholder. The members of a
committee are empowered to make decisions on matters within
the terms of reference of such committee. Copies of all signed
minutes of the committees are sent to Directors for their record.

a. Audit Committee
The Audit Committee currently comprises three members,
all of whom are independent non-executive directors,
namely, Mr Chow Siu Ngor, Mr Yin Tat Man and Mr Tam
Kam Biu William.

The primary duties of the Audit Committee include review
of the effectiveness of financial reporting processes and
internal control systems of the Group, review of the Group's
financial information and compliance, marking
recommendation to the Board on the appointment and
removal of external auditors and assessing their
independence and performance.

ARWTESRY R -FFAFMA—AZ
STEAFAALAEY BRI REEE

oo

EE2ZEY
BREZESEESEEEZRESE -2 7AW
EERBERzZE@MEXREGE MBEREHEZES
GZRENE-ZEeNEARNZEGZR
REEARERELAE-ZEGMEERS
ZEHBBRAERELSe

a. ERZEEE
EREREeRBARENBIIENTE
=P NELE REXLERER
BRIt

EREZEGIEZRERBIAEE
ZHBREERFRANEERGEER
BRUE(E B ARB 2 B BHEMRE
BRI ARBEERERINEZE
Bl ARGHEEBI M R RE mEER

Annual Report 3k 2007 | China Solar Energy Holdings Limited & X EaERIER AR AT 13



Corporate Governance Report (Continued)
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During the year, the works performed by Audit Committee
were mainly set out below:

- reviewed the interim results for the period ended
30 September 2006 and annual results for the
ended 31 March 2007 of the Group

- discussed with the management of the Company
over the fairness and adequate accounting
standards and policies of the Group in the
preparation of the interim and annual financial
statements

- reviewed the connected transactions entered into
by the Group during the year

- reviewed and discussed with the external auditors
over the financial reporting of the company

- reviewed, recommended and approved the
retirement and re-appointment of external auditors

- reviewed, recommended and approved the
remuneration of external auditors

Remuneration Committee

The Remuneration Committee has been established by the
Company on 20 December 2005. Accordance with the
requirements of the Code on CGP, the Remuneration
Committee currently comprises three members, one
executive director, namely, Mr Chu Chik Ming Jack and
two independent non-executive directors, namely, Mr Chow
Siu Ngor and Mr Yin Tat Man.

The primary duties of the Remuneration Committee are to
make recommendations to the Board on the Group’s policy
and structure for the overall remuneration of directors and
management, including the policy of granting of share
options to employees under the Company’s share option
scheme.

Nomination Committee

The Company has not established any nomination
committee and would not consider establishing a
nomination committee owing to the small size of the Board.
The appointment of a new director is a collective decision
of the Board, taking into consideration the expertise,
experience, integrity and commitment of that appointee to
the relevant principal division, the Company and the Group.

Every newly appointed Director will receive a comprehensive,
formal and tailored induction of the first occasion of his
appointment.
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Corporate Governance Report (Continued)
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DIRECTORS’ AND AUDITORS’
ACKNOWLEDGMENT

All directors acknowledge their responsibility for preparing the
accounts for the year ended 31 March 2007.

Messrs Grant Thornton the auditors of the Company, acknowledge
their reporting responsibilities in the auditors’ report on the financial
statements for the year ended 31 March 2007.

AUDITORS’ REMUNERATION

The Group's external auditors are Messrs Grant Thornton for the
year ended 31 March 2007, the fees paid/payable for audit service
is HK$800,000.

DIRECTORS’ SECURITIES TRANSACTIONS
The company has adopted the Model Code set out in Appendix 10
of The Listing Rules as the code of conduct regarding securities
transactions by the Directors (the “Model Code”). All Directors have
confirmed, following a specific enquiry by the Company, that they
have fully complied with the required standards as set out in the
Model Code during the year.

INTERNAL CONTROLS

The Board has overall responsibility for the Group’s internal control
Systems and through the Audit Committee, conducts reviews on
the Effectiveness of these systems at least annually, covering all
material controls, financial, operational and compliance controls
and risk management functions. The process used in reviewing the
effectiveness of these internal control systems includes discussion
with management on risk areas identified by management. The
purpose of the Company’s internal control is to provide reasonable,
but not absolute, assurance against material misstatement or loss
and to manage rather than eliminate risks of failure in operational
systems so that the Company’s objectives can be achieved.

COMMUNICATION WITH SHAREHOLDERS
The Company endeavours to maintain a high level of transparency
in communicating with shareholders. Extensive information of the
Group’s activities, business strategies and developments is provided,
in additions to the Company’s annual reports and interim reports,
in our website “www.chinasolar-energy.com”. Shareholders of the
Company are encouraged to attend the annual general meeting of
the Company which offers a valuable forum for dialogue and
interaction with management. The Chairman of the Board and the
chairman of the Audit Committee, or in their absence, another
member of the relevant committee, are available at the annual
general meeting to answer questions from shareholders on the
business of the Group.
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Directors’ Report

EEERE

The directors of the Company (the “Directors”) submit herewith their annual
report together with the audited financial statements for the year ended 31
March 2007.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The principal
activities and other particulars of the subsidiaries are set out in note 18 to
the financial statements.

The analyzes of the principal activities and geographical locations of the
operations of the Group during the financial year are set out in note 6 to
the financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, turnover attributable to the Group’s one major
customer accounted for 93.2% of the total turnover for the year.

The aggregate purchases during the year attributable to Group’s one major
supplier was accounted for the Group’s 100% of the total purchase for the
year. Dr Kiss, the Chairman and non-executive director of the Company
and his associates (which to the knowledge of the Directors owns more
than 5% of the Company’s issued share capital) had a majority interest (as
defined in the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”)) in this major supplier.

FINANCIAL STATEMENTS

The loss of the Group for the year ended 31 March 2007 and the state of
the Company’s and the Group’s affairs as at that date are set out in the
financial statements on pages 26 to 91.

The Directors do not recommend the payment of any dividends in respect
of the year ended 31 March 2007 (2006: Nil).

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment during the year are
set out in note 16 to the financial statements.

SHARE CAPITAL

Details of the movements in share capital of the Company during the year
are set out in note 30 to the financial statements.
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Directors’ Report (Continued)
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ACCUMULATED LOSSES AND RESERVES

Details of movements in accumulated losses and reserves of the Company
and the Group during the year are set out in note 32 and consolidated
statement of changes in equity to the financial statements respectively.

DIRECTORS
The Directors during the financial year and up to the date of this report
were:

Chairman and non-executive director
Dr Zoltan J. Kiss

Executive Directors
Pierre Seligman

Chu Chik Ming Jack
Chan Wai Kwong Peter

Independent Non-executive Directors
Chow Siu Ngor

Yin Tat Man

Tam Kam Biu William

In accordance with bye-law 88 of the Company’s bye-laws, Mr Pierre
Seligman, Mr Chu Chik Ming Jack and Mr Yin Tat Man retires and, being
eligible, offers himself for re-election at the forthcoming annual general
meeting.

DIRECTORS’ SERVICE CONTRACTS

No Director proposed for re-election and re-appointment at the forthcoming
annual general meeting has an unexpired service contract which is not
determinable by the Company or any of its subsidiaries within one year
without payment of compensation, other than normal statutory
compensation.

DIRECTORS’ INTERESTS IN CONTRACTS
Details of the Dr Kiss's interests in contracts are set out in note 38 to the
financial statements.

Save as disclosed above, no contract of significance to which the Company,
its holding company, its fellow subsidiaries or any of its subsidiaries was a
party, in which a Director had a material interest, subsisted at the end of the
year or at any time during the year.
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Directors’ Report (Continued)
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DIRECTORS’ AND CHIEF EXECUTIVES' INTERESTS
IN SECURITIES

As at 31 March 2007, the interests or short positions of the Directors and
chief executives and their associates in the shares of the Company as recorded
in the register maintained by the Company pursuant to Section 352 of the
Securities and Futures Ordinance (the “SFO") or as otherwise notified to
the Company and The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to the Model Code for Securities Transactions by
Directors of Listed Companies (the “Model Code”) were as follows:

Long position in the ordinary shares of HK$0.01 each (the

“Shares”) in the Company

Name of Director Number of Shares

BEEgA KRB E
Dr Zoltan J. Kiss (“Dr Kiss") 620,000,000
Dr Zoltan J. Kiss ([Dr Kiss]) (Note a)
(Hizta)
Pierre Seligman (“Mr Seligman”) 34,700,000
Pierre Seligman ( [Seligmanst4]) (Note b)
(Ktatb)
Chu Chik Ming Jack (“Mr Chu") 1,000,000
KA ([ARFEAED) (Note ¢)
(Htztc)
Chan Wai Kwong Peter (“Mr Chan") 500,000
BRAN ([BRIEAED) (Note d)
(Ktatd)
Notes:
a. Of the 620,000,000 Shares are indirectly held by Dr Kiss through a wholly

owned subsidiary of Flytech Holdings Limited, namely, Multichannel
Investments Limited. The entire share capital of Flytech Holdings Limited is
wholly owned by Dr Kiss.

b. Mr Seligman is beneficially interested in 34,700,000 shares. Among those
shares, 24,700,000 were share options granted by the Company and
10,000,000 shares are the shares of the Company.

C Mr Chu is beneficially interested in 1,000,000 options granted by the
Company.
d. Mr Chan is beneficially interested in 500,000 shares of the Company.
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Directors’ Report (Continued)
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Save as disclosed above, as at 31 March 2007, none of the Directors or
chief executives, nor their associates, had any interests or short positions in
the shares, underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO) as
recorded in the register required to be kept under Section 352 of the SFO or
as otherwise notified to the Company and the Stock Exchange pursuant to
the Model Code.

SHARE OPTIONS

The following is a summary of the principal terms of the share option scheme
adopted by the Company on 29 July 2002 (the “Scheme”).

The purpose of the Scheme is to enable the Company to grant options to
employees, executives or officers of the Company or any of its subsidiaries
and other persons who have made a contribution to the Group as incentives
and/or rewards for their contributions to the Company or its subsidiaries.

According to the Scheme, the Board may grant options to the eligible
participants as defined in the Scheme to subscribe for such number of shares
as the Board may determine. Options granted should be accepted within
30 days from the date of offer. Upon acceptance of the options, the grantee
shall pay HK$1 to the Company by way of consideration for the grant.

The exercise price of options shall be determined by the Board, save that
such price will not be less than the highest of (a) the closing price of the
shares as stated in the Stock Exchange’s daily quotations sheet on the date
of grant, which must be a business day; (b) the average of the closing prices
of the shares as stated in the Stock Exchange’s daily quotations sheet for
the five business days immediately preceding the date of grant; or (c) the
nominal value of a share.

The maximum number of shares which may be issued upon exercise of all
options to be granted under the Scheme and any other share option
scheme(s) of the Company must not exceed 10% of the issued share capital
of the Company on the date of approval and adoption of the Scheme
provided that the Company may at any time seek approval from its
shareholders to refresh the limit to 10% of the shares in issue as at the date
of approval by the shareholders in general meeting where such limit is
refreshed. Options previously granted under any share option schemes of
the Company (including those outstanding, cancelled, lapsed in accordance
with such schemes or exercised options) will not be counted for the purpose
of calculating the limit as refreshed.
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Directors’ Report (Continued)
EEERE @

The total number of shares issued and which may fall to be issued upon
exercise of the options granted under the Scheme and any other share
option scheme(s) of the Company (including exercised and outstanding
options) to each eligible participant in any 12-month period up to the date
of grant shall not exceed 1% of the shares in issue as at the date of grant.
Options granted to substantial shareholders or independent non-executive
Directors or their respective associates (as defined in the Listing Rules) in
excess of 0.1% of the Company’s issued share capital on the date of grant
or with a value in excess of HK$5 million must be approved in advance by
the Company’s shareholders.

The period during which an option may be exercised will be determined by
the Board at its absolute discretion, save that no options can be exercised
more than 10 years after it has been granted. There is no general requirement
that an option must be held for any minimum period before it can be
exercised. The Scheme will expire on 29 July 2012.

The total number of Shares available for issue under the Scheme was
285,317,006 Shares (representing 6.69% of the Shares in issue as at the
date of this report).

The movements in share options granted under the Scheme during the
year are shown below:

REERHEREBSZAEENI2EAR BITFESE
AR MEREZATE A RA R H A BB R A AT 810
Bz B (BEBITERARITEZERE) MBEETR
AIBEZE TRIT 2 RO BE NMIRBARLEREEAZE
BIIRDZ1% » R EZRENBIIFRTESHES
FEHZBMBAT (ERR ETRAD BEHBRARARRE
HEEIZ BTN A 2 0.1% B A H 5,000,000/ 7T
2 SRR B ZB ST AN R B BR SR A o

BRETEMSHESS2RET ERLERE R ST
FH10FR A AITT(E B A « AN R MR AR TE 1T (€ AT 478
FABRE . ZEHR-ZEEIBR —F——F AT
NAER-

RAERZE 81 R] T 817 2 B D #2805285,317,006h% ({57
AERE B2 BT 106.69%) °

MAFERRIEZ A B AROBRE 2 ZEEHNT:

At At Date of Exercise
1 April Granted Exercised Lapsed 31March  offerto price per
Name/Category 2006 during during during 2007  grant options share
of participant RIBEXRE the year the year theyear R-ZBtF  BRE SR  Exercisable period
SEARE /BRI mA-H EREH ERfTR FRXM ZA=t-B RERLAH @ AR
(HKS)
(&)
Directors
Bz
Pierre Seligman 23,100,000 - - - 23,700,000  25/11/2004 0088 20/12/2004 - 19/12/2014
1,600,000 - - - 1,600,000  22/6/2005 0166 27/6/2005 - 26/6/2015
Chu Chik Ming Jack 1,000,000 - - - 1,000,000  22/6/2005 0166 27/6/2005 - 26/6/2015
RIEFA
Chan Wai Kwong Peter 500,000 - (500,000) - - 220612005 0166 27/6/2005 - 26/6/2015
RAK
Other eligible 16,117,006 - - - 16,117,006 22/12/2003 0.160  2/1/2004 - 1/1/2014
participants 62,300,000 - (23,100,000) - 39200000  25/11/2004 0.088  20/12/2004 - 19/12/2014
EHEERSEAL 82,100,000 - (4,100,000) - 78,000,000  22/6/2005 0166 27/6/2005 - 26/6/2015
171,500,000 - (45,200,000 - 126,300,000  22/6/2005 0.166  20/7/2005 - 19/7/2015
358,217,006 - (72,900,000) - 285,317,006
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Directors’ Report (Continued)
EEERE @

ARRANGEMENTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed above, at no time during the year was the Company, its
holding company, its fellow subsidiaries or any of its subsidiaries a party to
any arrangement to enable the Directors to acquire benefits by means of
the acquisition of shares in, or debentures of, the Company or any other
body corporate.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS
Pursuant to Rule 8.10(2) of the Listing Rules, details of the interests held by
the Directors in business which is considered to compete or are likely to
compete, either directly or indirectly, with the business of the Group, are
disclosed as follows:

Name of company

BEROHES 2L

B L XCHEEE SN ARF]) B A7) HREEME A A
FEALMME R TN FEAERERES T 25 2K
EREETEBARNRAIEMEMA R 2RO HES
i e

EERHEFURB R 2 ES
1RI5 L2158, 10Q) 1% EHAEA RS LA
E¥HEEEAMERT Y EHREFERBOT

REXCAPITAL Finance Limited (“RFL")
RPI Finance Limited (“RPI")

TKR Finance Limited (“TKR") (in liquidation)

Mr Chan How Chung, Victor and Miss Lee Huei Lin are the directors of
these companies and the directors of D & M Finance Limited, one of the
subsidiaries of our Group engaging in money lending business. The terms
and conditions of the financing loans of each of RFL, RPI and TKR are market
driven and agreed at arm’s length between the borrowers and the financiers.
When making decisions on the above competing businesses, the relevant
Directors, in the performance of their duties as directors of the Company,
have acted and will continue to act in the best commercial interest of the
Group.

Competing business A7 &% B
Money lending  HREEBRAR ([HREE]) 'R
Money lending =B HER AR ([HFRH7]) BR
Money lending ~ SEMHZEFIEER AR

([REEFIE]) OFEH) B

BREBALERTER/ MAS LI ARZER NANEE
MEEHER 2 MEAFID & M Finance Limited 2 = 5o
BREE HRVBERERORUES 8 2HMBER 2K
ARG ETISE R HEEE S EATEERE R
BT BB FEB 2 RRES AHEF (RBIRSER
RARESZ BB KETHSRERIFTAAER R
ERERNZ 2118
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Directors’ Report (Continued)
EEERE @

SUBSTANTIAL SHAREHOLDERS

As at 31 March 2007, the interests or short positions of the following parties
in the shares of the Company as recorded in the register required to be kept
by the Company pursuant to Section 336 of the SFO were as follows:

Long Position in the Shares

Number of Shares
BEB

Name of shareholder
BRRERE

Multichannel Investments Limited 620,000,000

Note:  Multichannel Investments Limited is wholly owned by Flytech Holdings Limited

which was wholly owned by Dr Zoltan J. Kiss who was taken to be interested
as disclosed in the paragraph headed “Directors’ and Chief Executives’
Interests in Securities” above.

Save as disclosed above, the register required to be kept under section 336
of the SFO shows that as at 31 March 2007, the Company had not been
notified of any other person who had an interest or short position in the
shares and underlying shares of the Company.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

During the year under review, neither the Company nor any of its subsidiaries
has purchased, sold or redeemed any listed securities of the Company.

CONNECTED TRANSACTIONS

Particulars of connected transactions of the Company and the Group during
the year ended 31 March 2007 are set out in note 38 to the financial
statements. Other than as disclosed therein, there was no other connected
transaction of the Company and the Group during the year ended 31 March
2007.

BANK LOANS AND OTHER BORROWINGS
Particulars of bank loans and other borrowings of the Company and the
Group as at 31 March 2007 are set out on note 29 the financial statements.

FIVE YEAR FINANCIAL SUMMARY
A summary of the consolidated results and of the assets and liabilities of the
Group for the last five financial years is set out on page 92.

EFERR
RETTLFZA=+— B -BALTREESRGESE
1336 /AT E 2 B RMAN FHIETREAFRS
A2 R AR

RBRGBzHER
Percentage of

issued share capital
HEBITRABIL

Type of interest
E=ER

Beneficial owner (Note) 16%
BEnEEA (K1)

FtaE:  Multichannel Investments Limitedfi Flytech Holdings
Limited %2 & #£ 4 * M Flytech Holdings Limited Il 40
NIEERFBITHRABZ BF ] —BREBERER
WG HE2S 2 Dr Zoltan J. Kiss®2 B G

B EXFIEREIN RIZEF IR RDIE33616EF 2
BRMmERs R 2L F A=+ B AQRLE
EAEEMEMALTRAR TR AR T A2

e

BE HEFIEOAQT 2 LHES

REBEFER ARFREAMNBARMEES L &R
EEMARATZ EHaESe

BREXZ

AR RARERBE-STLF=A=+—AILEE
2 BB BRSBTS AN 538 © b Lt pri
ENRUE-TBLE= A=+ ALFE ARAR
AR BRI 5o

RITERRHMERK
ARTRARER —FFLE= A=+ B2 RITHR
AR BB B4R KA 20 «
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AREERBEREMRFEEZGAEERNEELRER]
ZHHMRER2E -
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Directors’ Report (Continued)
EEERE @

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s bye-
laws or the laws in Bermuda, which would oblige the Company to offer
new shares on a pro-rata basis to existing shareholders.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code set out in Appendix 10 to the
Listing Rules as the code of conduct regarding securities transactions by the
directors. All directors have confirmed, following specific enquiry by the
Company, that they have complied with the required standard set out in
the Model Code throughout the year ended 31 March 2007.

CODE OF BEST PRACTICE

None of the Directors is aware of any information which would reasonably
indicate that the Company is not, or was not, throughout the year ended
31 March 2007, in compliance with the Code of Best Practice as previously
set out in Appendix 14 to the Listing Rules which remains applicable to
disclosure in annual reports in respect of accounting periods, the three
independent non-executive Directors are not appointed for a specific term,
but are subject to retirement by rotation at the Company’s annual general
meeting as specified in the bye-laws of the Company.

AUDIT COMMITTEE

The audit committee of the Company consisted of Mr Chow Siu Ngor, Mr
Yin Tat Man and Mr Tam Kam Biu William, the three independent
non-executive Directors. The primary duties of the audit committee are to
review the accounting principles and practices adopted by the Group, and
the financial reporting process and internal control system of the Group.

AUDITORS

Grant Thornton retire and, being eligible, offer themselves for
re-appointment. A resolution for the re-appointment of Grant Thornton is
to be proposed at the forthcoming annual general meeting.

By order of the Board

Pierre Seligman
Managing Director

Hong Kong, 27 July 2007
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Independent Auditors’ Report
BB AR S

Certified Public Accountants
Member of Grant Thornton International

To the members of China Solar Energy Holdings Limited
(incorporated in Bermuda with limited liability)

We have audited the consolidated financial statements of China Solar Energy
Holdings Limited (the “Company”) and its subsidiaries (together referred to
as the “Group”) set out on pages 26 to 91 which comprise the consolidated
and company balance sheets as at 31 March 2007, and the consolidated
income statement, the consolidated statement of changes in equity and
the consolidated cash flow statement for the year then ended, and a
summary of significant accounting policies and other explanatory notes.

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The directors of the Company are responsible for the preparation and the
true and fair presentation of these financial statements in accordance with
Hong Kong Financial Reporting Standards issued by the Hong Kong Institute
of Certified Public Accountants and the disclosure requirements of the Hong
Kong Companies Ordinance. This responsibility includes designing,
implementing and maintaining internal control relevant to the preparation
and the true and fair presentation of financial statements that are free from
material misstatement, whether due to fraud or error; selecting and applying
appropriate accounting policies; and making accounting estimates that are
reasonable in the circumstances.

AUDITORS’ RESPONSIBILITY

Our responsibility is to express an opinion on these financial statements
based on our audit and to report our opinion solely to you, as a body, in
accordance with section 90 of the Bermuda Companies Act 1981, and for
no other purpose. We do not assume responsibility towards or accept liability
to any other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certified Public Accountants.
Those standards require that we comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance as to whether the
financial statements are free from material misstatement.

Grant Thornton &
¥y w5 61 at AT

HEEXBHRRZERERLF
(REFRZEZMA L2 HRAF)
DL AR R

HMEERENE26 2N BEENRBERIERERAF
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Independent Auditors’ Report (continued)
BYZBERE @

An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the financial statements. The procedures
selected depend on the auditors’ judgement, including the assessment of
the risks of material misstatement of the financial statements, whether due
to fraud or error. In making those risk assessments, the auditors consider
internal control relevant to the entity’s preparation and true and fair
presentation of the financial statements in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control.
An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by the directors,
as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

OPINION

In our opinion, the consolidated financial statements give a true and fair
view of the state of affairs of the Company and of the Group as at 31
March 2007 and of the Group's loss and cash flows for the year then ended
in accordance with Hong Kong Financial Reporting Standards and have
been properly prepared in accordance with the disclosure requirements of
the Hong Kong Companies Ordinance.

Grant Thornton

Certified Public Accountants
13th Floor, Gloucester Tower
The Landmark

15 Queen’s Road Central
Hong Kong

27 July 2007
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Consolidated Income Statement

malER

(For the year ended 31 March 2007) (BiZ=ZEZ+F=F=+—HILLFE)

2007 2006
—EELHF ZEERF
Notes HK$'000 HK$°000
Kiat FET FEr
Revenue PN 5 41,123 12,354
Other revenue BN 7 4,768 2,704
Costs of long-term service contracts REIRIE A LI (27,566) (6,479)
Staff costs BITKA 8 (21,780) (13,186)
Consultancy expenses EBERAX (5,233) (22,106)
Impairment of goodwill PR RE 17 - (47,890)
Depreciation of property, plant and M- WE REETE
equipment (623) (122)
Fair value gain on financial assets at KRR BEIIABREZ
fair value through profit or loss TREEZ AR BERR 36,997 4,880
Provision for impairment of receivables U IB R E B 23() (4,425) (19,107)
Loss on remeasurement to fair value EFFTEREAHEHERSZ
less costs to sell NAEEEE 27 (2,717) =
Other operating expenses HhEems (23,043) (7,835)
Loss from operations rEEE 9 (2,499) (96,787)
Finance costs A AN 10 (450) (536)
Loss before income tax BRETEBiAIE B (2,949) (97,323)
Income tax expense FTisBiF < 11 (431) (118)
Loss for the year FREBE (3,380) (97,441)
Attributable to: T
Equity holders of the Company AARIERFEA 12 (523) (95,506)
Minority interests DR RS (2,857) (1,935)
(3,380) (97,441)
Loss per share for loss attributable FRAAAREERHEA
to equity holders of the Company EBihEEz8R
for the year BB 14
HK cents HK cents
Al BN
Basic HAK (0.01) (3.32)
Diluted 5% N/AT i N/ATRiEF
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Consolidated Balance Sheet

SeBEERER

(As at 31 March 2007) (R=ZFF+F=H=1+—H)

ASSETS AND LIABILITIES
Non-current assets

Property, plant and equipment
Goodwill

Available-for-sale financial assets

Current assets

Inventories

Unbilled revenue from long-term
service contracts

Financial assets at fair value through
profit or loss

Trade and other receivables

Amount due from a shareholder

Amount due from a minority shareholder

Amount due from a related company

Tax recoverable

Pledged bank fixed deposits

Cash and cash equivalents

Assets held for sale

Current liabilities

Trade and other payables
Amount due to a shareholder
Provision for taxation
Borrowings

Liabilities associated with assets classified
as held for sale

Net current assets

Net assets

EQUITY

Share capital

Reserves

Equity attributable to equity holders

of the Company
Minority interests

Total equity

EERAE
FmE A E

W S B R
BE

TRHE SRAE

R EEIABSRZ
SREE

R A R R % EL A MR R IR

JE U — 2 B SRR IR

FEU— 2 DB R IR

& W — i) B3 1 R SR08

AR EIFEIE
EHIRIRTTE BTF K

R MR2EEY

FEHEEE

REEE

R A Rl R e L A P A< 5OR
A — B BIRFROR
@Eﬁﬁ

fE&

5]

E

DERFHELE
AERHZEE

REBEEFE
BEFE
Rz

PR
(G

AR AN AR

DER RS

o

Pierre Seligman

Director

EF

2007 2006
—BRLE —FEAE
Notes HK$000 HK$'000
HitE FHT FHAT
16 905 12,106
17 140,575 140,575
19 7,750 =
149,230 152,681
20 - 519
21
- 6,858
22
52,274 16,173
23 111,408 22,770
24 - 15,720
24 420 3,908
24 657 =
674 674
26 8,051 -
26 52,183 147,419
225,667 214,041
27 54,220 =
279,887 214,041
28 25,260 29,800
24 15 -
1,066 635
29 700 3,832
27,041 34,267
27 42,595 =
69,636 34,267
210,251 179,774
359,481 332,455
30 38,749 36,326
308,868 281,408
347,617 317,734
11,864 14,721
359,481 332,455

Chu Chik Ming Jack
&

=L
Director

2F
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Balance Sheet

BEESEBXR

(As at 31 March 2007) (R=ZFF+F=F=1+—H)

ASSETS AND LIABILITIES
Non-current assets

Property, plant and equipment
Investments in subsidiaries

Current assets

Deposits, prepayments and
other receivables

Amount due from a shareholder

Amounts due from subsidiaries

Cash and cash equivalents

Current liabilities

Other payables and accrued charges
Amounts due to subsidiaries
Amount due to a shareholder

Net current assets

Net assets

EQUITY
Share capital
Reserves

Total equity

BERAE
FRBEE
EN S
RIE A BRE

REBEE

71 TR RN E A YRR

R — 2 PRIRFRIE
FRE WG B8 1~ B FRIE

RBEE

Hib IR R EE R
AN =N E

JE A — R R FRR

REBEEFE
BEFE
xS

R

s

BiEn

Pierre Seligman

Director

EF

2007 2006
—BTtE “BEXRF
Notes HK$000 HK$000
Wizt FHT T
16 - 45
18 157,910 157,910
157,910 157,955

23
64,105 48
24 - 541
25 183,201 128,593
26 29,613 145,831
276,919 275,013
28 2,313 24,926
25 28,532 22,740
24 15 —
30,860 47,666
246,059 227,347
403,969 385,302
30 38,749 36,326
32 365,220 348,976
403,969 385,302
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Consolidated Statement of Changes in Equity
e EX

(For the year ended 31 March 2007) (BiZ=ZEZ+F=F=+—HILFE)

Attributable to equity holders of the Company

ADAREREAER
Share
option Warrant Minority
Share Share reserve**  Contributed reserve** Accumulated interests Total
capital  premium** [ ] suplust*  ERER losses** Total HERF equity
k& RfaE e HARER- G~ ZiEEe it 3 fRs
HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$'000
Thr T Thr T Thr T Thr T Thr
(note32)  (note32b)  (note 32(c)
(We)  (Wa0)  (H320)
At 1 April 2005 R-ZERERA-H 21525 463,659 - 596,248 - (1,001,497) 85,935 - 85,935
Loss for the year/Total recognised ENER/ FREIRA
income and expense for the year REZ 8% = - - - - (95,506) (95,506) (1,93) (97.441)
Share based compensation (note 31) MRS ARE (Hi31) - - 24,186 - - - 24,186 - 24,186
Acquisition of subsidiaries WEREAR - - - - - - - 16,656 16,656
Shares issted on Placing and REE RAEREARA
Subscription (note 30(a)) (Hi3£300)) 2568 148915 - - - - 151,483 - 151,483
Share issue expenses (note 30a) Riy&fiEx (1E300) - 9,779) - - - - 9779) - 9,779)
Shares issued on acquisiion of RAERBAAmETRA
subsidiaries (note 30(b)) (HE300) 6,000 127,800 - - - - 133,800 - 133,800
Brercise of share options (note 30(c) BRI (Hz30(0) 185 4503 (1,617) - - - 3071 - 3071
lssue of warrants (note 30(0) BivioEs (00) - - - - 23,981 - 23,981 - 23,981
Brercise of warrants (note 30(d) s (300) 8 726 - - 1) = 563 = 563
At31 March 2006 and 1 April 2006 =%
R=Z%EmA-A 36,326 735,824 22,569 596,243 3,710 (1,097,003 317,734 14721 332,455
Loss for the year/Total recognised FiEE/ EREIRA
income and expense for the year RE% S - - - - - (523) (523) (2.857) (3,380)
Evercise of warrants (note 30(0) fIEARIER (M30(0) 1,694 25350 - - (7388) - 19,65 - 19,65
Brercise of share options (note 30(c)  friEERIE (f&30(0)) 79 13,906 (43%2) - - - 10,283 - 10,283
Share based compensation WRASRE - - 467 - - - 467 - 467
At 31 March 2007 R-ZEtE=B=1-H 38,749 775,080 18,684 596,248 16382 (1,007,526) 347,617 11,864 359,481
B3 The total of these balances represents reserves in the consolidated balance ~ ** ZEEA BEGG S BERBRNS [Fe
sheet.
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Consolidated Cash Flow Statement

meERTRER

(For the year ended 31 March 2007) (BiZ=ZEZ+F=F=+—HILLFE)

Cash flows from operating activities
Loss before income tax
Adjustments for:
Interest expenses
Interest income
Dividend income
Depreciation of property, plant and
equipment
Loss on disposal of property, plant
and equipment
Impairment of goodwill
Share-based payment
Provision for impairment of receivables
Fair value gain on financial assets at
fair value through profit or loss
Loss on remeasurement to fair value
less costs to sell

Operating loss before working
capital changes
Increase in inventories
Decrease (Increase) in unbilled revenue
from long-term service contracts
Decrease in financial assets at
fair value through profit or loss
Increase in trade and other receivables

Decrease in amount due from a
shareholder

Decrease/(Increase) in amount due from a
minority shareholder

Increase in amount due from a related
company

Increase in trade and other payables

Decrease in amount due to a

related company
Increase in amount due to a shareholder

Cash used in operations
Interest received

Net cash used in operating activities
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Consolidated Cash Flow Statement (continued)

GEHSRER @

(For the year ended 31 March 2007) (BiZ=ZEZ+F=F=+—HILLFE)

Cash flows from investing activities

Acquisition of subsidiaries

Payments to acquire property, plant and
equipment

Proceeds from disposal of property,
plant and equipment

Purchase of available-for-sale
financial assets

Increase in pledged bank fixed deposits

Net cash used in investing activities

Cash flows from financing activities
Interest paid
Proceeds from borrowings
Repayments of borrowings
Proceeds from issue of shares,

net of expense
Proceeds from issue of warrants
Proceeds from exercise of warrants
Proceeds from exercise of share options

Net cash generated from
financing activities

Net (decrease)/increase in cash and
cash equivalents

Cash and cash equivalents at
beginning of financial year

Cash and cash equivalents at end
of financial year
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2007 2006
—FFLE e
HK$'000 HK$000
FH#T TR
- (27,025)
(2,965) (1,807)
32
(7,750)

(8,051) =
(18,734) (28,832)
(450) (536)
700 -
(3.832) (2,920)
- 147,991

- 23,981
19,656 563
10,283 3,071
26,357 172,150
(95,236) 139,578
147,419 7,841
52,183 147,419
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Notes to the Financial Statements
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(For the year ended 31 March 2007) (BiZ=ZEZ+F=F=+—HILLFE)

32

GENERAL INFORMATION

China Solar Energy Holdings Limited (the “Company”) is a limited
liability company incorporated in Bermuda. The address of its
principal place of business is 21/F, 3 Lockhart Road, Wan Chai, Hong
Kong. The Company'’s shares are listed on The Stock Exchange of
Hong Kong Limited. The Company has established a Sponsored
Level | American Depository Receipt Programme during the year
and the trading of its American depository shares on the over-the-
counter market was commenced on 29 January 2007 in the United
States.

The Company and its subsidiaries (collectively, the “Group”) are
mainly engaged in the following activities:

- provision of capital market advisory services

- participation in primary and secondary securities market

= money lending

- development, manufacturing, marketing and sale of
photovoltaic solar cells, modules and panels for generating
solar electric power and related training and consulting
services (“photovoltaic business”)

The financial statements on page 26 to 91 have been prepared in
accordance with Hong Kong Financial Reporting Standards
(“HKFRSs") which collective term includes all applicable individual
Hong Kong Financial Reporting Standards, Hong Kong Accounting
Standards and Interpretations issued by the Hong Kong Institute of
Certified Public Accountants. The financial statements also include
the applicable disclosures requirements of the Hong Kong
Companies Ordinance and the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited.

The financial statements for the year ended 31 March 2007 were
approved for issue by the board of directors on 27 July 2007.
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Notes to the Financial Statements (Continued)

B SR R MR @)

(For the year ended 31 March 2007) (BiZ=ZEZ+F=F=+—HILLFE)

2. ADOPTION OF NEW OR AMENDED HKFRSs

From 1 April 2006, the Group has adopted the new and amended
HKFRSs which are first effective on 1 April 2006 and relevant to the
Group. The adoption of these HKFRSs has resulted in changes in
the Group'’s accounting policy on financial guarantee contracts.
Other than this, the adoption of these new and amended HKFRSs
did not result in significant changes in the Company’s and the
Group’s accounting policies but gave rise to additional disclosures.

2.1  Amendments to HKAS 39 Financial Instruments:
Recognition and Measurement - Financial
Guarantee Contracts
The amendments to HKAS 39 require an entity to account
for certain financial guarantee contracts in accordance with
that standard. To comply with the requirements of the
amended HKAS 39, the Group has adopted a new
accounting policy to recognise financial guarantee contracts.
On initial recognition, these contracts are measured at fair
value and they are subsequently stated at the higher of:

- the amount initially recognised less where
appropriate, cumulative amortisation recognised in
accordance with the Group’s revenue recognition
policies; and

- the amount of the obligation under the contract,
as determined in accordance with HKAS 37
“Provisions, Contingent Liabilities and Contingent
Assets” (“HKAS 37").

Details of this new accounting policy are set out in note
3.22.

Prior to this new accounting policy, the Group disclosed
the financial guarantees issued as contingent liabilities in
accordance with HKFRS 4 “Insurance Contracts” and HKAS
37. Provisions for the Group’s liabilities under the financial
guarantee contracts were made when it was more likely
than not that the guaranteed party would default and the
Group would incur outflow of resources embodying
economic benefits.

This new accounting policy has been applied retrospectively
to the extent that the financial guarantee contracts were in
existence at 1 April 2005 (i.e. the date when HKAS 39 was
initially adopted by the Group). The adoption of this new
accounting policy has no material impact on the financial
statements reported in the current and prior accounting
periods, thus, no adjustment to prior periods has been made.
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Notes to the Financial Statements (Continued)

B SRR MR @)

(For the year ended 31 March 2007) (BiZ=ZEZ+F=F=+—HILLFE)

2. ADOPTION OF NEW OR AMENDED HKFRSs

(Continued)

2.2 New or amended HKFRSs that have been issued
but are not yet effective
The Group has not early adopted the following HKFRSs
that have been issued but are not yet effective. The directors
of the Company anticipate that the adoption of such HKFRSs
will not result in material financial impact on the Group’s

financial statements.

Amendment to HKAS 1

HKAS 23 (Revised)
HKFRS 7

HKFRS 8
HK(IFRIC) Interpretation 8

HK(IFRIC) Interpretation 9
HK(IFRIC) Interpretation 10
HK(IFRIC) Interpretation 11

HK(IFRIC) Interpretation 12

“Presentation of Financial
Statements” — Capital
Disclosures!

"Borrowing Costs"’

“Financial Instruments:
Disclosures""

"Operating Segments"’

“Scope of HKFRS 22

“Reassessment of Embedded
Derivatives"?

“Interim Financial Reporting and
Impairment”4

“Group and Treasury Share
Transactions”®

“Service Concession
Arrangements”®

! Effective for annual periods beginning on or after 1 January

2007

2 Effective for annual periods beginning on or after 1 May
2006

2 Effective for annual periods beginning on or after 1 June
2006

4 Effective for annual periods beginning on or after 1
November 2006

2 Effective for annual periods beginning on or after 1 March
2007

& Effective for annual periods beginning on or after 1 January
2008

7 Effective for annual periods beginning on or after 1 January
2009
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Notes to the Financial Statements (Continued)

B SR R MR @)

(For the year ended 31 March 2007) (BiZ=ZEZ+F=F=+—HILLFE)

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

3.1

3.2

3.3

Basis of preparation

The significant accounting policies that have been used in
the preparation of these financial statements are
summarised below. These policies have been consistently
applied to all the years presented unless otherwise stated.

The financial statements have been prepared on the
historical cost basis except for the revaluation of certain
financial assets and financial liabilities. The measurement
bases are fully described in the accounting policies below.

It should be noted that accounting estimates and
assumptions are used in the preparation of the financial
statements. Although these estimates are based on
management’s best knowledge and judgement of current
events and actions, actual results may ultimately differ from
those estimates. The areas involving a higher degree of
judgement of complexity, or areas where assumptions and
estimates are significant to the financial statements, are
disclosed in note 4.

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and its subsidiaries
made up to 31 March each year.

Subsidiaries

Subsidiaries are entities (including special purpose entities)
over which the Group has the power to control the financial
and operating policies so as to obtain benefits from their
activities. The existence and effect of potential voting rights
that are currently exercisable or convertible are considered
when assessing whether the Group controls another entity.
Subsidiaries are fully consolidated from the date on which
control is transferred to the Group. They are excluded from
consolidation from the date that control ceases.

3.

3.1

3.2

3.3

BT ERERME

RREE
REZEVHBRERFAZ T BETTHR

$E{¥ZZDT°IS?3E737E%9H ZEBRRER

FEFEERER-

MBHRTIRE LKA ERE R T
ERMEERERABZEMRINFTE
EEFR T2 &5 HER

BT BUNBRRG LY
S BB B E U B R ER
RN S RTDZ HRBREH
BRTIfELE 1 B A R BB A R
ZEBH AR S REBHTREE
MR WO - ST (L B R R A
AR HREA BAYE ORI
-

REEE
RAMBBRREAFTARRB REKE
RABEBF=A=1+—HILZHBR
*o

M A E
UIEEPNCIDEZN SETES Ny Y PEle-
BEREEGRZER (BRERENE
B8 A ﬁéﬁ/éiﬂﬂxmo?ﬁWWJ&%
B S — AR &% 8 B /AT
AR EERREE L AR
FE-MBATEASE S EREE S
B2 BEMAREBRS M BHRERS
WH A ASKE R F S HIEEEGIEZ B
TEMAREEGE M BRE-

Annual Report 3k 2007 | China Solar Energy Holdings Limited & % EaERIER AR A 35



Notes to the Financial Statements (Continued)
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(For the year ended 31 March 2007) (BiZ=ZEZ+F=F=+—HILLFE)

3.

36

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.3

China Solar Energy Holdings Limited ZE X BREFIERER AR | Annual Report F3R 2007

Subsidiaries (Continued)

Business combinations (other than for combining entities
under common control) are accounted for by applying the
purchase method. This involves the revaluation at fair value
of all identifiable assets and liabilities, including contingent
liabilities of the subsidiary, at the acquisition date, regardless
of whether or not they were recorded in the financial
statements of the subsidiary prior to acquisition. On initial
recognition, the assets and liabilities of the subsidiary are
included in the consolidated balance sheet at their fair
values, which are also used as the bases for subsequent
measurement in accordance with the Group’s accounting
policies.

Intra-group transactions, balances and unrealised gains on
transactions between group companies are eliminated in
preparing the consolidated financial statements. Unrealised
losses are also eliminated unless the transaction provides
evidence of an impairment of the asset transferred.

In the Company’s balance sheet, subsidiaries are carried at
cost less any impairment loss. The results of the subsidiaries
are accounted for by the Company on the basis of dividends
received and receivable at the balance sheet date.

Minority interest represents the portion of the profit or loss
and net assets of a subsidiary attributable to equity interests
that are not owned by the Group and are not the Group’s
financial liabilities.

Minority interests are presented in the consolidated balance
sheet within equity, separately from the equity attributable
to the equity holders of the Company. Profit or loss
attributable to the minority interests are presented separately
in the consolidated income statement as an allocation of
the Group’s results. Where losses applicable to the minority
exceeds the minority interests in the subsidiary’s equity, the
excess and further losses applicable to the minority are
allocated against the minority interest to the extent that
the minority has a binding obligation and is able to make
an additional investment to cover the losses. Otherwise,
the losses are charged against the Group’s interests. If the
subsidiary subsequently reports profits, such profits are
allocated to the minority interest only after the minority’s
share of losses previously absorbed by the Group has been
recovered.
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(For the year ended 31 March 2007) (BiZ=ZEZ+F=F=+—HILLFE)

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

34

Foreign currency translation

The financial statements are presented in Hong Kong Dollars
("HK$"), which is also the functional currency of the
Company.

In the individual financial statements of the consolidated
entities, foreign currency transactions are translated into
the functional currency of the individual entity using the
exchange rates prevailing at the dates of the transactions.
At the balance sheet date, monetary assets and liabilities
denominated in foreign currencies are translated at the
foreign exchange rates ruling at the balance sheet date.
Foreign exchange gains and losses resulting from the
settlement of such transactions and from the balance sheet
date retranslation of monetary assets and liabilities are
recognised in the income statement.

Non-monetary items measured at fair value that are
denominated in foreign currencies are retranslated at the
rate prevailing on the date when the fair value was
determined and are reported as part of the fair value gain
or loss. Non-monetary items that are measured in terms of
historical cost in a foreign currency are not retranslated.

In the consolidated financial statements, all individual
financial statements of foreign operations, originally
presented in a currency different from the Group’s
presentation currency, have been converted into Hong Kong
dollars. Assets and liabilities have been translated into Hong
Kong dollars at the closing rates at the balance sheet date.
Income and expenses have been converted into Hong Kong
dollars at the exchange rates ruling at the transaction dates,
or at the average rates over the reporting period provided
that the exchange rates do not fluctuate significantly. Any
differences arising from this procedure have been dealt with
separately in the exchange reserve in equity. Goodwill and
fair value adjustments arising on the acquisitions of foreign
operations on or after 1 January 2005 have been treated as
assets and liabilities of the foreign operation and translated
into Hong Kong dollars at the closing rates.
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3.

38

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

34

3.5

3.6

3.7
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Foreign currency translation (Continued)

Other exchange differences arising from the translation of
the net investment in foreign entities, and of borrowings
and other currency instruments designated as hedges of
such investments, are taken to shareholders’ equity. When
a foreign operation is sold, such exchange differences are
recognised in the income statement as part of the gain or
loss on sale.

Revenue recognition

Revenue is recognised when it is probable that economic
benefits will flow to the Group and when the revenue and
costs, if applicable, can be measured reliably, on the
following bases:

(i) Fees from financial advisory services including
investment advisory fee, referral fee and placement
fee are recognised when the relevant services are
rendered.

(ii) Interest income is recognised on a time-proportion
basis using the effective interest method.

(iii) Revenue from long-term service contracts in respect
of photovoltaic business is recognised according to
the percentage of completion of individual contract
at the balance sheet date (see note 3.13 below for
details).

(iv) Income from secondment services is recognised
when the relevant services are rendered.

(v) Dividend income is recognised when the right to
receive payment is established.

Borrowing costs
All borrowing costs are expensed as incurred.

Goodwiill
Set out below are the accounting policies on goodwiill arising
on acquisition of a subsidiary.

Goodwill represents the excess of the cost of a business
combination over the Group’s interest in the net fair value
of the acquiree’s identifiable assets, liabilities and contingent
liabilities. The cost of the business combination is measured
at the aggregate of the fair values, at the date of exchange,
of assets given, liabilities incurred or assumed, and equity
instruments issued by the Group, plus any costs directly
attributable to the business combination.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.7

3.8

Goodwill (Continued)

Goodwill is stated at cost less accumulated impairment
losses. Goodwiill is allocated to cash-generating units and is
tested annually for impairment (see note 3.9).

On subsequent disposal of a subsidiary, the attributable
amount of goodwill capitalised is included in the
determination of the amount of gain or loss on disposal.

Property, plant and equipment

Property, plant and equipment are stated at acquisition cost,
less accumulated depreciation and accumulated impairment
losses. The cost of an asset comprises its purchase price
and any directly attributable costs of bringing the asset to
its working condition and location for its intended use.

Depreciation on property, plant and equipment is provided
to write off the cost over their estimated useful lives, using
the straight-line method, as follows:

Furniture, fixtures and equipment
Plant and machinery
Leasehold improvements

4 to 10 years
5to 10 years
3 years

The assets’ useful lives are reviewed, and adjusted if
appropriate, at each balance sheet date.

The gain or loss arising on retirement or disposal is
determined as the difference between the sale proceeds
and the carrying amount of the asset and is recognised in
the income statement.

Subsequent costs are included in the asset’s carrying amount
or recognised as a separate asset, as appropriate, only when
it is probable that future economic benefits associated with
the item will flow to the Group and the cost of the item
can be measured reliably. All other costs, such as repairs
and maintenance are charged to the income statement
during the financial period in which they are incurred.
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40

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.9
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Impairment of assets

Goodwill arising on an acquisition of subsidiary, other
intangible assets, property, plant and equipment, interests
in subsidiaries and interest in an associate are subject to
impairment testing.

Goodwill and other intangible assets with an indefinite
useful life or those not yet available for use are tested for
impairment at least annually, irrespective of whether there
is any indication that they are impaired. All other assets are
tested for impairment whenever there are indications that
the asset’s carrying amount may not be recoverable.

An impairment loss is recognised as an expense immediately
for the amount by which the asset’s carrying amount
exceeds its recoverable amount. The recoverable amount is
the higher of fair value, reflecting market conditions less
costs to sell, and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current
market assessment of time value of money and the risk
specific to the asset.

For the purposes of assessing impairment, where an asset
does not generate cash inflows largely independent from
those from other assets, the recoverable amount is
determined for the smallest group of assets that generate
cash inflows independently (i.e. a cash-generating unit). As
a result, some assets are tested individually for impairment
and some are tested at cash-generating unit level. Goodwill
in particular is allocated to those cash-generating units that
are expected to benefit from synergies of the related
business combination and represent the lowest level within
the Group at which the goodwill is monitored for internal
management purpose.

Impairment losses recognised for cash-generating units, to
which goodwill has been allocated, are credited initially to
the carrying amount of goodwill. Any remaining impairment
loss is charged pro rata to the other assets in the cash-
generating unit, except that the carrying value of an asset
will not be reduced below its individual fair value less cost
to sell, or value in use, if determinable.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.9

3.10

3.1

Impairment of assets (Continued)

An impairment loss on goodwill is not reversed in
subsequent periods. In respect of other assets, an
impairment loss is reversed if there has been a favourable
change in the estimates used to determine the asset’s
recoverable amount and only to the extent that the asset’s
carrying amount does not exceed the carrying amount that
would have been determined, net of depreciation or
amortisation, if no impairment loss had been recognised.

Leases

An arrangement, comprising a transaction or a series of
transactions, is or contains a lease if the Group determines
that the arrangement conveys a right to use a specific asset
or assets for an agreed period of time in return for a payment
or a series of payments. Such a determination is made based
on an evaluation of the substance of the arrangement and
is regardless of whether the arrangement takes the legal
form of a lease.

Operating lease charges as the lessee

Where the Group has the right to use assets held under
operating leases, payments made under the leases are
charged to the income statement on a straight-line basis
over the lease terms except where an alternative basis is
more representative of the pattern of benefits to be derived
from the leased assets. Lease incentives received are
recognised in the income statement as an integral part of
the aggregate net lease payments made. Contingent rental
are charged to the income statement in the accounting
period in which they are incurred.

Assets held for sale

Assets are classified as held for sale if their carrying amount
will be recovered principally through a sale transaction rather
than through continuing use. This condition is regarded as
met only when the sale is highly probable and the asset is
available for immediate sale in its present condition. Assets,
other than financial assets, classified as held for sale are
measured at the lower of the assets’ previous carrying
amount and fair value less costs to sell.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
3.12 Financial assets

The Group’s accounting policies for financial assets other
than investments in subsidiaries are set out below.

Financial assets are classified into the following categories:

- financial assets at fair value through profit or loss

- loans and receivables
- available-for-sale financial assets

Management determines the classification of its financial
assets at initial recognition depending on the purpose for
which the financial assets were acquired and where allowed
and appropriate, re-evaluates this designation at every
reporting date.

All financial assets are recognised when, and only when,
the Group becomes a party to the contractual provisions of
the instrument. Regular way purchases of financial assets
are recognised on trade date. When financial assets are
recognised initially, they are measured at fair value, plus, in
the case of investments not at fair value through profit or
loss, directly attributable transaction costs.

Derecognition of financial assets occurs when the rights to
receive cash flows from the investments expire or are
transferred and substantially all of the risks and rewards of
ownership have been transferred. At each balance sheet
date, financial assets are reviewed to assess whether there
is objective evidence of impairment. If any such evidence
exists, impairment loss is determined and recognised based
on the classification of the financial asset.

(i) Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss
include financial assets held for trading and financial
assets designated upon initial recognition as at fair
value through profit or loss.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
3.12 Financial assets (Continued)

()

Financial assets at fair value through profit or loss
(Continued)

Financial assets are classified as held for trading if
they are acquired for the purpose of selling in the
near term. Derivatives, including separated
embedded derivatives are also classified as held for
trading unless they are designated as effective
hedging instruments or financial guarantee
contracts.

Where a contract contains one or more embedded
derivatives, the entire hybrid contract may be
designated as a financial asset at fair value through
profit or loss, except where the embedded derivative
does not significantly modify the cash flows or it is
clear that separation of the embedded derivative is
prohibited.

Financial assets may be designated at initial
recognition as at fair value through profit or loss if
the following criteria are met:

- the designation eliminates or significantly
reduces the inconsistent treatment that
would otherwise arise from measuring the
assets or recognising gains or losses on
them on a different basis; or

= the assets are part of a group of financial
assets which are managed and their
performance evaluated on a fair value basis,
in accordance with a documented risk
management strategy and information
about the group of financial assets is
provided internally on that basis to the key
management personnel; or

- the financial asset contains an embedded
derivative that would need to be separately
recorded.

Subsequent to initial recognition, the financial assets
included in this category are measured at fair value
with changes in fair value recognised in the income
statement.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
3.12 Financial assets (Continued)

(ii)

(i)
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Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that
are not quoted in an active market. Loans and
receivables are subsequently measured at amortised
cost using the effective interest method, less any
impairment losses. Amortised cost is calculated
taking into account any discount or premium on
acquisition and includes fees that are an integral
part of the effective interest rate and transaction
cost.

Available-for-sale financial assets
Available-for-sale financial assets include non-
derivative financial assets that are either designated
to this category or do not qualify for inclusion in
any of the other categories of financial assets. All
financial assets within this category are subsequently
measured at fair value. Gain or loss arising from a
change in the fair value is recognised directly in
equity, except for impairment losses (see the policy
below) and foreign exchange gains and losses, until
the financial asset is derecognised, at which time
the cumulative gain or loss previously recognised
in equity would be recognised in the profit or loss.
Interest calculated using the effective interest
method is recognised in profit or loss. Upon
disposal, the cumulative gain or loss previously
recognised in equity is transferred to the income
statement.

For available-for-sale investments in equity securities
that do not have a quoted market price in an active
market and whose fair value cannot be reliably
measured, they are measured at cost less any
identified impairment losses at each balance sheet
date subsequent to initial recognition.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

3.12 Financial assets (Continued)
Impairment of financial assets
At each balance sheet date, financial assets other than at
fair value through profit or loss are reviewed to determine
whether there is any objective evidence of impairment. If
any such evidence exists, the impairment loss is measured
and recognised as follows:

0]

(ii)

Financial assets carried at amortised cost

If there is objective evidence that an impairment
loss on loans and receivables has been incurred,
the amount of the loss is measured as the difference
between the asset’s carrying amount and the
present value of estimated future cash flows
(excluding future credit losses that have not been
incurred) discounted at the financial asset's original
effective interest rate (i.e. the effective interest rate
computed at initial recognition). The amount of the
loss is recognised in profit or loss of the period in
which the impairment occurs.

If, in subsequent period, the amount of the
impairment loss decreases and the decrease can
be related objectively to an event occurring after
the impairment was recognised, the previously
recognised impairment |oss is reversed to the extent
that it does not result in a carrying amount of the
financial asset exceeding what the amortised cost
would have been had the impairment not been
recognised at the date the impairment is reversed.
The amount of the reversal is recognised in profit
or loss of the period in which the reversal occurs.

Available-for-sale financial assets

When a decline in the fair value of an available-for-
sale financial asset has been recognised directly in
equity and there is objective evidence that the asset
is impaired, an amount is removed from equity and
recognised in the income statement as impairment
loss. That amount is measured as the difference
between the asset’s acquisition cost (net of any
principal repayment and amortisation) and current
fair value, less any impairment loss on that asset
previously recognised in profit or loss.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.12

3.13
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Financial assets (Continued)

(ii) Available-for-sale financial assets (Continued)
Reversals in respect of investment in equity
instruments classified as available-for-sale are not
recognised in the income statement. The
subsequent increase in fair value is recognised
directly in equity. Impairment losses in respect of
debt securities are reversed if the subsequent
increase in fair value can be objectively related to
an event occurring after the impairment loss was
recognised. Reversal of impairment losses in such
circumstances are recognised in profit or loss.

(iii) Financial assets carried at cost

The amount of impairment loss is measured as the
difference between the carrying amount of the
financial asset and the present value of estimated
future cash flows discounted at the current market
rate of return for a similar financial asset. Such
impairment losses are not reversed in subsequent
periods.

Long-term service contracts

Revenue from service contracts is determined using the
percentage of completion of individual contract. The
percentage of completion is calculated by comparing costs
incurred to date with the total estimated costs of the
contract. If the contract is considered profitable, it is valued
at cost plus attributable profits by reference to the
percentage of completion. Any expected loss on individual
contract is recognised immediately as an expense in the
income statement.

Unbilled revenue from long-term service contracts represents
costs incurred for contracts plus attributable profits in excess
of progress billings to the relevant customers and is included
under current assets. Amounts billed for works performed
but not yet paid by the customers are included in the balance
sheet under trade and other receivables.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.14

3.15

Inventories

Inventories are carried at the lower of cost and net realisable
value. Cost is determined using the first-in, first-out method
and in the case of work in progress and finished goods,
comprise direct materials, direct labour and an appropriate
proportion of overheads. Net realisable value is the estimated
selling price in the ordinary course of business less the
estimated cost of completion and applicable selling
expenses.

Accounting for income taxes
Income tax comprises current tax and deferred tax.

Current income tax assets and/or liabilities comprise those
obligations to, or claims from, tax authorities relating to
the current or prior reporting period, that are unpaid at the
balance sheet date. They are calculated according to the
tax rates and tax laws applicable to the fiscal periods to
which they relate, based on the taxable profit for the year.
All changes to current tax assets or liabilities are recognised
as a component of income tax expense in the income
statement.

Deferred tax is calculated using the liability method on
temporary differences at the balance sheet date between
the carrying amounts of assets and liabilities in the financial
statements and their respective tax bases. Deferred tax
liabilities are generally recognised for all taxable temporary
differences. Deferred tax assets are recognised for all
deductible temporary differences, tax losses available to be
carried forward as well as other unused tax credits, to the
extent that it is probable that taxable profit will be available
against which the deductible temporary differences, unused
tax losses and unused tax credits can be utilised.

Deferred tax assets and liabilities are not recognised if the
temporary difference arises from goodwill or from initial
recognition (other than in a business combination) of assets
and liabilities in a transaction that affects neither taxable
nor accounting profit or loss.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries and
associate, except where the Group is able to control the
reversal of the temporary differences and it is probable that
the temporary differences will not reverse in the foreseeable
future.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.15

3.16

3.17

3.18
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Accounting for income taxes (Continued)
Deferred tax is calculated, without discounting, at tax rates
that are expected to apply in the period the liability is settled
or the asset realised, provided they are enacted or
substantively enacted at the balance sheet date.

Changes in deferred tax assets or liabilities are recognised
in the income statement, or in equity if they relate to items
that are charged or credited directly to equity.

Cash and cash equivalents

Cash and cash equivalents include cash at bank and in hand,
less bank overdrafts which are repayable on demand and
form an integral part of the Group’s cash management.

Equity

Ordinary shares are classified as equity. Share capital is
determined using the nominal value shares that have been
issued.

Any transaction costs associated with the issuing of shares
are deducted from share premium (net of any related income
tax benefit) to the extent they are incremental cost directly
attributable to the equity transaction.

Warrant reserve is determined using the issue price of the
warrants that have been issued.

Retirement benefit costs and short term
employee benefits

Retirement benefits to employees are provided through a
defined contribution plan.

Defined contribution plan

The Group operates a defined contribution Mandatory
Provident Fund retirement benefits scheme (the “MPF
Scheme"”) under the Mandatory Provident Fund Schemes
Ordinance, for those employees in Hong Kong who are
eligible to participate in the MPF Scheme. Contributions
are made based on a percentage of the employees’ basic
salaries and are charged to the income statement as they
become payable in accordance with the rules of the MPF
Scheme. The assets of the MPF Scheme are held separately
from those of the Group in an independently administered
fund. The Group’s employer contributions vest fully with
the employees when contributed into the MPF Scheme.

3.

FE

3.15

3.16

3.18

BEBRERME @)

RSBz astHE (#)
BERIR T MERLIR - IRIE R 4575
BAREREE PR 2R EAE I
EMENEERAREERIAEDT
ik

i XY

il

FETHIRE E A B2 B BN RAE
RSl E EE RN R R SR AZ
TR E AR RIS AR

RERAETEEY

R kRS EENBRBRTRERTR
e WAREREEYERAEER
SEBMAKED 2 IRITEX

S
AR Ty D SR E R - IR I IE B 31T
Bfn 2 {EREE

EMRETRHEBIRXZANAEE K
s (B R Ofts EIERE P S 3 A
) HEABRAR 5 B EIEIEINR AR
fRo

REIER B R ETARER 2%
TEEE-

BERANKAREHEERER

1B B8R IRTE A J0 35 8 E R RET 8l 4R
o

7

.

TRE L2
AEFERERHMEDEEED B
BERZNBESFTE 2B BEE H#
TERBMEFGRSIE AERRAEFETE
([BRESFE]) REEEARTH X
B LERER IRIZRBE S5 8
Z SRR G BN AR RS2 8K
BRI CEERAAEE ZEED
B ERESEE - AKEZEE
HEHR AR S BIE L H S 2205
BEMA-



Notes to the Financial Statements (Continued)

B SR R MR @)

(For the year ended 31 March 2007) (BiZ=ZEZ+F=F=+—HILLFE)

3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.18

3.19

Retirement benefit costs and short term
employee benefits (Continued)

Short-term employee benefits

Employee entitlements to annual leave are recognised when
they accrue to employees. In particular, a provision is made
for the estimated liability for annual leave as a result of
services rendered by employees up to the balance sheet
date.

Non-accumulating compensated absences such as sick leave
and maternity leave are not recognised until the time of
leave.

Share-based employee compensation

All share-based payment arrangements granted after 7
November 2002 and had not vested on 1 April 2005 are
recognised in the financial statements. The Group operates
equity-settled share-based compensation plans for
remuneration of its employees.

All employee services received in exchange for the grant of
any share-based compensation are measured at their fair
values. These are indirectly determined by reference to the
share options awarded. Their value is appraised at the grant
date and excludes the impact of any non-market vesting
conditions (for example, profitability and sales growth
targets).

All share-based compensation is ultimately recognised as
an expense in the income statement with a corresponding
increase in equity (share option reserve). If vesting periods
or other vesting conditions apply, the expense is recognised
over the vesting period, based on the best available estimate
of the number of share options expected to vest. Non-
market vesting conditions are included in assumptions about
the number of options that are expected to become
exercisable. Estimates are subsequently revised, if there is
any indication that the number of share options expected
to vest differs from previous estimates. No adjustment to
expense recognised in prior periods is made if fewer share
options ultimately are exercised than originally vested.

At the time when the share options are exercised, the
amount previously recognised in share option reserve will
be transferred to share premium. When the share options
are forfeited or are still not exercised at the expiry date, the
amount previously recognised in share option reserve will
be transferred to retained profits.
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3.

50

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
3.20 Financial liabilities

3.21

China Solar Energy Holdings Limited ZE X BREFIERER AR | Annual Report F3R 2007

The Group’s financial liabilities include borrowings, trade
and other payables and amount due to a shareholder.

Financial liabilities are recognised when the Group becomes
a party to the contractual provisions of the instrument. All
interest related charges are recognised as an expense in
finance costs in the income statement.

A financial liability is derecognised when the obligation
under the liability is discharged or cancelled or expires.

Where an existing financial liability is replaced by another
from the same lender on substantially different terms, or
the terms of an existing liability are substantially modified,
such an exchange or modification is treated as a
derecognition of the original liability and the recognition of
a new liability, and the difference in the respective carrying
amount is recognised in the income statement.

Trade and other payables

Trade and other payables are recognised initially at their
fair value and subsequently measured at amortised cost,
using the effective interest method.

Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred. Borrowings are subsequently
stated at amortised cost; any difference between the
proceeds (net of transaction costs) and the redemption value
is recognised in the income statement over the period of
the borrowings using the effective interest method.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement of
the liabilities for at least 12 months after the balance sheet
date.

Provisions and contingent liabilities

Provisions are recognised when the Group has a present
obligation legal or constructive as a result of a past event,
and it is probable that an outflow of economic benefits will
be required to settle the obligation and a reliable estimate
can be made. Where the time value of money is material,
provisions are stated at the present value of the expenditure
expected to settle the obligation.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.21

3.22

Provisions and contingent liabilities (Continued)
All provisions are reviewed at each balance sheet date and
adjusted to reflect the current best estimate.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be estimated
reliably, the obligation is disclosed as a contingent liability,
unless the probability of outflow of economic benefits is
remote. Possible obligations, whose existence will only be
confirmed by the occurrence or non-occurrence of one or
more future events, are also disclosed as contingent liabilities
unless the probability of outflow of economic benefits is
remote.

Contingent liabilities are recognised in the course of the
allocation of purchase price to the assets and liabilities
acquired in a business combination. They are initially
measured at fair value at the date of acquisition and
subsequently measured at the higher of the amount that
would be recognised in a comparable provision as described
above and the amount initially recognised less any
accumulated amortisation, if appropriate.

Financial guarantees issued

A financial guarantee contract is a contract that requires
the issuer (or guarantor) to make specified payments to
reimburse the holder for a loss it incurs because a specified
debtor fails to make payment when due in accordance with
the terms of a debt instrument.

Where the Group issues a financial guarantee, the fair value
of the guarantee is initially recognised as deferred income
within trade and other payables. Where consideration is
received or receivable for the issuance of the guarantee,
the consideration is recognised in accordance with the
Group's policies applicable to that category of asset. Where
no such consideration is received or receivable, an immediate
expense is recognised in profit or loss on initial recognition
of any deferred income.

The amount of the guarantee initially recognised as deferred
income is amortised in profit or loss over the term of the
guarantee as income from financial guarantees issued. In
addition, provisions are recognised if and when it becomes
probable that the holder of the guarantee will call upon
the Group under the guarantee and the amount of that
claim on the Group is expected to exceed the current
carrying amount i.e. the amount initially recognised less
accumulated amortisation, where appropriate.
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3.

52

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

3.23

3.24
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Segments reporting

In accordance with the Group’s internal financial reporting,
the Group has determined that business segments be
presented as the primary reporting format and geographical
segments as the secondary reporting format.

In respect of business segment reporting, unallocated costs
mainly represent corporate expenses. Segment assets consist
primarily of goodwill, property, plant and equipment,
inventories, unbilled revenue from long-term service
contracts, financial assets at fair value through profit or loss,
receivables and operating cash. Segment liabilities comprise
trade and other payables and borrowings. Unallocated
assets and liabilities mainly comprise corporate assets and
liabilities which include non-operating cash and borrowings.

Capital expenditure comprises additions to property, plant
and equipment, including additions resulting from
acquisition of subsidiaries.

In respect of geographical segment reporting, revenue are
based on the country in which the customer is located,
while assets and capital expenditure are attributed to
segments based on the location of the assets.

Related parties
A party is considered to be related to the Group if:

(i) directly, or indirectly through one or more
intermediaries, the party (1) controls, is controlled,
or is under common control with, the Company/
Group; (2) has an interest in the Company that gives
it significant influence over the Company/Group;
or (3) has joint control over the Company/Group;

(ii) the party is an associate;
(iii) the party is a jointly-controlled entity;

(iv) the party is a member of the key management
personnel of the Company or its parent;

(v) the party is a close member of the family of any
individual referred to in (i) or (iv);

(vi) the party is an entity that is controlled, jointly
controlled or significantly influenced by or for which
significant voting power in such entity resides with,
directly or indirectly, any individual referred to in
(iv) or (v); or

(vii) the party is a post-employment benefit plan for the
benefit of employees of the Company/Group, or
of any entity that is a related party of the Company/
Group.
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4, CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS
Estimates and judgements are continually evaluated and are based
on historical experience and other factors, including expectations
of future events that are believed to be reasonable under the
circumstances.

The Group makes estimates and assumptions concerning the future.
The resulting accounting estimates will, by definition, seldom equal
the related actual results. The estimates and assumptions that have
a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year are
discussed below:

4.1 Long-term service contracts
Revenue from long-term service contracts is recognised
according to the percentage of completion of individual
contract. When foreseeable loss in respect of a particular
contract is identified, such loss is recognised as an expense
in the income statement immediately. The percentage of
completion and foreseeable loss of individual contract are
determined based on budget of the contract which is
prepared by the management of the Group based on the
overall estimated performance of the contract. In order to
keep the budget accurate and up-to-date, management
reviews the budget frequently, in particular the total
estimated contract costs, and revise the budget if necessary.

4.2 Impairment of receivables
Provision for impairment of receivables is determined by
management based on the credit history of its customers,
availability of securities and / or undertakings and the current
market condition. It could change significantly as a result
of changes in the financial position of the customers.
Management would re-assess the amount of impairment
provision of receivables, if any, at each balance sheet date.

4.3 Impairment of goodwiill

The Group tests at least annually whether goodwill has
suffered any impairment in accordance with the accounting
policy stated in note 3.11. Other assets are reviewed for
impairment whenever events or changes in circumstances
indicate that the carrying amount of the assets exceeds its
recoverable amount. The recoverable amount of an asset
or a cash-generating unit has been determined based on
value-in-use calculations. These calculations require the use
of judgement and estimates of the future cash flows
expected to arise from the asset or the cash-generating
unit and the suitable discount rate in order to calculate the
present value.
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5. REVENUE 5. WA
Revenue, which is also the Group's turnover, represents value of WA BN &R B 0 e 36 5 - TR AR TS 2 (BB R Bk
services rendered and interest income earned from money lending. BEERZMEWA WA Z AT :

An analysis of revenue is as follows:

2007 2006
—ETLEF ZTERF
HK$'000 HK$'000
FET FAET
Financial advisory services B 765 B 3 AR 7 2,235 813
Interest income N ON 564 3,816
Long-term service contracts RERTEE 4 38,324 7,725
41,123 12,354
6. SEGMENT REPORTING 6. DE2ZH
In accordance with the Group’s internal financial reporting, the IR AR ZN 52 [ 1A) 2B v 765 R SR 1L 2 - AN SR R A 3
Group has determined that business segments are its primary BAOMBREEZEZHSN S 2 BB KRERE
reporting format, with each segment organised and managed BRBELe
separately.
(@) Business segments (a) EXKD
The Group is organised into three main business segments: NGB R = E = ZE S EPAERK
Strategic investments —  Participation in primary and REMEER - 2HIBRAEES
and capital market secondary securities market BATIZEE) TH A RIREHE AR T
activities and provision of capital market YRR RS
advisory services
Financing —  Provision of commercial and A - REEEREAER
personal loans
Photovoltaic business —  Development, manufacturing, HIRER - AGREEEZHARK
marketing and sales of solar QE?E/Tﬁ A rE
cells, modules and panels for REZHE EE-&
generating solar electric power HRHE UREBZ
and related training and sl e B R AR A
consulting services
There are no significant sales or other transactions between ¥BHBEWMERIFEEXHMR F -

the business segments.
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6.

SEGMENT REPORTING (Continued)

(@)

Business segments (Continued)

Revenue from external customers

Seqment result

Unallocated operating expenses,
net

Loss from operations
Finance costs

Loss before income tax
Income tax expense

Loss for the year

Total assets

Total liabilties

Depreciation

Capital expenditure

Provisional for impairment of
receivables

Impairment of goodwil

Fair value gain on financil
assets at fair value through
profit or loss

RENREFZUA

ARE

AORAERN TR

A R4S
TeER

hHERAER
HRRAR

EMRER

REfE

AfREE

iE

EHFX
BUGERERR

(a)
Strategic investments
and capital
market activities Photovoltaic
RBUARER Financing business Unallocated Consolidated
EXT5ERED wE RHRER AR &4
2007 2006 2007 2006 2007 2006 2007 2006 2007 2006
CERtE CETNE CIREF CERNE CEBtE CRTE CERtE CTTE IEBtE CI%E
HKS'000 ~ HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS000  HKS000  HKS'000
Tén  FEr TEr  TEr  TEr  TEr  TEr TR TR TEn
2,135 813 564 3816 3834 1,725 - -l 13
3,049 (46845 (4350)  (10677)  (26571)  (3889) - - 318 (61,410
(56271)  (35377)
(2499)  (96,787)
(450) (536)
(2949) (97303
(431) (118)
(3380) (97, 441)
38,501 16404 25444 20902 260126 181218 93764 148198 417,835 366,722
(164)  (4876)  (1,964) (15 (52552)  (29)  (3074) (27.078)  (58354)  (34267)
- - - - 622 110 1 12 623 122
- 106 - - 295 1218 - - 295 12291
- - 4425 1443 - - - 4,672 4485 19107
- 4789 - - - - - - - 4789
36,060 4,880 - - 937 - - - 36997 4880
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56

SEGMENT REPORTING (Continued)

(b) Geographical segments

The Group participates principally in China and the United

States (“US").

Revenue from external
customers

Segment assets PHEE

Capital expenditure BARX

OTHER REVENUE

Secondment services
Interest income
Dividend income
Net Exchange gain
Others

RENREPZHBA

6. DEEHR @
(b) HESZH

AEETEEHEMEELE-

Hong Kong Other areas of China us Consolidated
E# hERBHE £ &a
2007 2006 2007 2006 2007 2006 2007 2006
SERLE CITNE CBELFE CETNF CEBRLE CTTRF CBELE IS
HKS$'000  HK$'000  HK$'000  HK$'000  HKS$'000 ~ HK$'000  HK$'000  HK$'000
Tér AT TiEn AT FiEn AT FiEn AT
2,799 4,629 38324 7,125 - = 41123 12,354
223308 185,504 - - 194527 181218 417,835 366,722
- 106 - = 2,965 12,185 2,965 12,291
7. HAWA
2007 2006
p 2 2 ZETRE
HK$°000 HK$'000
FET T
fEr 38 AR % 2,579 2,628
FLEWA 2,060 60
A& 2 A 9 _
M H e HaR 35 -
HAth 85 16
4,768 2,704
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10.

STAFF COSTS (INCLUDING DIRECTORS'’ 8.

EMOLUMENTS)

Salaries, allowances and benefits
Share-based compensation

Pension costs — defined contribution plans

LOSS FROM OPERATIONS

Loss from operations is arrived at
after charging/(crediting):

Auditors’ remuneration
— provision for the year
— over provision in prior year

Loss on disposal of property, plant and
equipment

Operating lease charges in respect of
land and buildings

Research and development expenses

FINANCE COSTS

Interest charges on borrowings wholly
repayable within five years

e R RAER
PAR AR S A B (B
RS RA — E RS

R ETREG,

(GtA) F3I&IE:
A

—ENEE

— AR S SRR R
HEWE BERREZEE

THRETZEEHEER

Lk

10.

ARAFAZBEEZ
B

ETRAN (BREEME)

2007 2006
—EEEF —TTRNF
HK$000 HK$'000
FET FHEIT
21,108 9,345
467 3,697

205 144
21,780 13,186
2007 2006
—EELF —E2TRF
HK$’000 HK$°000
FHET FEr
1,238 680
- (36)

178 66

4,867 1,208
1,236 969

A& AN

2007 2006
—EEEF —TTRNF
HK$000 HK$'000
FET FHEIT

450 536
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11. INCOME TAX EXPENSE 1. FEBiRAX
No provision for profits tax has been made in the financial statements R A EE 2 A RS A ERFERNER
for both years as companies comprising the Group either had tax VR EE 2 FEAR T A 8 < AR L IR B 18 - skt
losses brought forward which were available to set off against the B BREUE ] FEER TR A - B R (5 5 2 B 75
assessable profit arising in Hong Kong or did not generate assessable R GRS T LB
profits.
No provision for income tax outside Hong Kong has been made AR AR AR EB MR EIMEE 2 R RIEFTER
(2006: Nil) as the companies comprising the Group operated outside B ESISERENZE A TR R F W ERE
Hong Kong either sustained a loss for taxation purpose or had a tax AN IR FTS T E L B (2T RF &) o
exemption.
2007 2006
—EELF ZETRF
HK$'000 HK$'000
FET FET
Current tax — Hong Kong EENIE B
Current year NEE - 118
Under-provision in prior year AEEERETR 431 -
Total income tax expenses FriSHif X 458 431 118
Reconciliation between tax expense and accounting profit or loss MIERAX RIZERATERFE 2@ aflEE
at applicable tax rates is as follows: ZEERIAT
2007 2006
—EELF ZETRF
HK$'000 HK$'000
FET FET
Loss before income tax MR PSR & 1R (2,949) (97,323)
Tax effect on loss before income tax REARERTEREEER
calculated at rates applicable to Bk HEGTHE 2
profit or loss in the tax jurisdiction KRS HIATEIEZ
concerned BT E (2,073) (17,998)
Tax effect of non-deductible expenses TR HDR R Sz 2 Biig 2 6,185 15,222
Tax effect of non-taxable revenue IERTMAZ BTS2 (6,892) (1,057)
Tax losses utilised BB AR EE (93) =
Tax effect of current year’s tax losses RERRNEEH BB BB E
not recognised 2,874 3,952
Other temporary differences not Hi R BERYREEZR
recognised (1) (1)
Under-provision in prior year LEFEREBTR 431 -
Income tax expense FriSHi X 431 118
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11.

12.

13.

14.

INCOME TAX EXPENSE (Continued)

The Group has deferred tax assets of HK$7,873,000 (2006:
HK$5,092,000) arising from estimated tax losses of approximately
HK$30,568,000 (2006: HK$23,575,000). The deferred tax assets
have not been recognised as it is uncertain whether future taxable
profit will be available for utilising the tax losses. The estimated tax
losses incurred in Hong Kong amounting to HK$20,614,000 can
be carried forward indefinitely and the estimated tax losses incurred
in US amounting to HK$9,954,000 will expire in the financial year
2027.

At the balance sheet dates, the Group and the Company did not
have any significant deferred tax liabilities.

LOSS ATTRIBUTABLE TO EQUITY HOLDERS
OF THE COMPANY

Of the consolidated loss attributable to equity holders of the
Company of HK$523,000 (2006: HK$95,506,000), a loss of
HK$11,272,000 (2006: HK$35,701,000) has been dealt with in
the financial statements of the Company.

DIVIDENDS

The directors do not recommend the payment of a dividend for the
year ended 31 March 2007 (2006: Nil) and the Company did not
pay any interim dividend during the year (2006: Nil).

LOSS PER SHARE

The calculation of basic loss per share is based on the loss attributable
to equity holders of the Company of HK$523,000 (2006:
HK$95,506,000) and on the weighted average of 3,762,374,000
(2006: 2,873,962,000) ordinary shares in issue during the year.

Diluted loss per share for the years ended 31 March 2006 and 2007
was not presented because the impact of the exercise of the
Company’s outstanding share options and warrants was anti-dilutive.

11.

12.

13.

14.

Fr8HiB (@)
ZJS%@F(EEQ%’BO,%&OOO?&%(:%%/ﬁi:
23,575,000 7T) {hi st i B 18 2 IRAERH B & B
#%7,873,000/87C (ZZEZ /N4 :5,092,0007
TL) BRI B EW AR IEREERE R
BEARIRIERT 0 A E RIS TR - BB 2 (h 518
B8 520,614,000/8 7T 2 EE 1B ] ER A4
i M EB 2 AR B E5189,954,0005%8 7T
—E L EMBEERERC

WEE R ANEERARRREEMENRLTD
HEfE-

RAREHFEARGER

RARN B E ARIG4RE EE523,000%
JC (=TT /R4 :95,506,000/87T) F —EEE
11,272,0007 7T (= ZZ ;X4 :35,701,000/5 7T)

ERARAMBRRFRE
BE

BE-STLF=A=+BLFE EFLT
BHENRE (CTEAF M| MARATRF

ML ARIRAHE RS (Z BTN F ) o

BRER
SRERBBIRIBARFESSTE ARGEST
A& 18523,000/8 7T (= FF 754 195,506,000/
L) RFARABETERKZ NETHH
3,762,374,000/% (=T F 754 :2,873,962,000
o) &8

WEEINEBE-_ZTNEFR_ZTLF = ﬂ =
+T—HIEFEZzLEEEREE RAALRA
MARITEREARIE R R EZ AR &
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Notes to the financial statements (continued)

B SRR MR @)

(For the year ended 31 March 2007) (BiZ=ZEZ+F=F=+—HILLFE)

15. DIRECTORS’ AND SENIOR MANAGEMENTS’ 15. EERSREEEHS
EMOLUMENTS
Details of the remuneration paid by the Group to the directors and AEENFAZNEER AV EaE AL (B
the five highest paid individuals (including directors and employees) FEERER) 2FBEWT:
for the year are as follows:
(@) Directors’ emoluments () E=M<
Salaries,
allowances  Retirement
and benefits
benefit in scheme  Share based
kind  contributions compensation
Fees ¥l 2ER BAREA AR 13 Total
e BNAlE HE 5 TR @
HK$'000 HK$'000 HK$°000 HK$°000 HK$'000
TEx TEx TEx TEx TEn
2007 “EEtE
Executive Directors HiTEE
Mr. Chan Wai Kwong, Peter RAEREE - 370 12 - 382
Ms. Lee Huei Lin (Resigned FERRT (R_ZENE
on 8 June 2006) NANBEE) - - - - -
Mr. Chu Chik Ming, Jack REREE - 1,048 - - 1,048
Mr. Pierre Seligman Pierre SeligmanfE 4 - 780 12 - 792
Non-Executive Director FHTES
Dr. Zoltan J. Kiss Dr. Zoltan J. Kiss - 844 - - 844
Independent Non-Executive Directors  BYFHTES
Mr. Chow Siu Ngor BINERE 80 - - - 80
Mr. Yin Tat Man REXEE 80 - - - 80
Mr. Tam Kam Biu, William BREEE 240 - - - 240
400 3,042 24 - 3,466
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Notes to the financial statements (continued)

B SR R MR @)

(For the year ended 31 March 2007) (BiZ=ZEZ+F=F=+—HILLFE)

15. DIRECTORS’ AND SENIOR MANAGEMENTS’ 15. EERaNEEEME »
EMOLUMENTS (Continued)

(@) Directors’ emoluments (Continued) () ESHMe @)
Salaries,
allowances  Retirement
and benefits
benefit in scheme  Share based
kind  contributions compensation
Fees ¥ 2ER BAREA DB Total
k7 BNAlE HE 5 TR @
HK$°000 HK$000 HK$000 HK$000 HK$'000
TEx TEx TEx TEx TEx
2006 “ETRE
Executive Directors HiTESE
Mr. Chan Wai Kwong, Peter RAEREE - 603 12 87 702
Mr. Chan How Chung, Victor REREE (R_ZENE
(Resigned on 24 January 2006) —AZTMAEL) = = = = -
Ms. Lee Huei Lin FERLT - - - 236 236
Mr. Chu Chik Ming, Jack REREE - 55 - 87 142
Mr. Pierre Seligman Pierre SeligmanZE 4 = 271 = 140 4N
Non-Executive Director FHTES
Dr. Zoltan J. Kiss (Appointed Dr. Zoltan J. Kiss (R=ZT/NE
on 24 January 2006) —AZtHAEZE) - 215 - - 215

Independent Non-Executive Directors  BI#HTEE

Mr. Chow Siu Ngor BINERE 80 - - - 80
Mr. Yin Tat Man REXEE 40 - - - 40
Mr. Chan Pei Cheong, Andy RESEE (R_ZZLE

(Resigned on 27 October 2005) TAZ TR 6 - - - 6
Mr. Tam Kam Biu, William BREEE (RZTTRE

(Appointed on 24 January 2006) —AZtHAEZE) 40 - - - 40

166 1,144 12 550 1,872

There was no arrangement under which a director waived RAFE BEESHEXRERER
or agreed to waive any remuneration during the year (2006: e (ZTTRF E) -
Nil).
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Notes to the financial statements (continued)

B SRR MR @)

(For the year ended 31 March 2007) (BiZ=ZEZ+F=F=+—HILLFE)

15. DIRECTORS’ AND SENIOR MANAGEMENTS’ 15. EERSHNEEEME€ »
EMOLUMENTS (Continued)

(b)  Five highest paid individuals (b) HEBEMEAL
The five individuals whose emoluments were highest in the MEFEA AEB A H=ME AL
Group for both years included two (2006: one) directors ZHBERUES (ZTTRF: —fL)
whose emoluments are reflected in the analysis presented R—f3EiTES A E RN XS
above. The emoluments payable to the remaining three Mo BB =01 (ZTTNE U7 K= B
(2006: four) individuals during the year are as follows: ERIFEEALNT:
2007 2006
—EEBLF —TTREF
HK$'000 HK$'000
FET FAET
Salaries, allowances and R R B YA =
benefits in kind 2,804 2,892
Retirement benefit scheme RN FIET SR
contributions - 23
Share based compensation LARR D 2 81 - 2,752
2,804 5,667
The emoluments of the above three (2006: four) highest i = (Z2FRF :160) caie
paid individuals fell within the following emoluments bands: AT ZHEEERT:

Number of individuals

AE
2007 2006
—EBLF —EERF
Nil — HK$ 1,000,000 Z L% 1,000,000 7T 3 2
HK$1,000,001 — HK$1,500,000 1,000,001 7T 1,500,0004 7T - 1
HK$2,000,001 — HK$2,500,000 2,000,001/ c%2,500,0007 7T - 1
(c) During the years ended 31 March 2007 and 2006, no (c) HE_ZTHFR_TTAF=A=1+
emoluments were paid by the Group to the directors or —HIEFER AEEHRERESST
any of the five highest paid individuals as an inducement to UxmME ALHZERAL IRHE
join or upon joining the Group or as compensation for loss RINARE B 2 BEN S E AR (E 2

of office. [
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Notes to the financial statements (continued)

B SR R MR @)

(For the year ended 31 March 2007) (BiZ=ZEZ+F=F=+—HILLFE)

16.

PROPERTY, PLANT AND EQUIPMENT

Group

At 1 April 2005
Cost
Accumulated depreciation

Net book amount

Year ended 31 March
2006

Opening net book amount

Acquisition of subsidiaries
(note 34)

Additions

Disposals

Depreciation

Closing net book amount

At 31 March 2006

Cost
Accumulated depreciation

Net book amount

Year ended 31 March
2007

Opening net book amount

Additions

Disposals

Depreciation

Reclassified as assets held
for sale (note 27)

Closing net book amount

At 31 March 2007

Cost
Accumulated depreciation

Net book amount

R-ZZRFMA—H
DEN
RitHE

ARERE

BE-_ZZT¥=AH
=t+t—HLFE

FYRREFE

W HEHTE 2 A)
(Hta£34)

A=

HE

nE

FRREFE

R-ZTREF
=A=t+-H

[BEN
R E

ARERE

BE-ZZt5=A
=t+t—HLEFE

HAAER R E

A=

HE

e

EMDBEAEE
HEEE (Hat27)

FRREFE
R-Z2LF
=A=t+—-H
A
REHE

AR FHE

I ER Y
rEHE
Furniture,
fixtures and
equipment Plant and Leasehold

REHE machinery  improvements Total
& B R B8 #1& Fo
HK$’000 HK$'000 HK$’000 HK$000
FHET FET FHET FET
734 - - 734
(731) — — (731)

3 — — 3

3 — — 3

160 10,258 66 10,484

373 981 453 1,807
- - (66) (66)
(73) (49) - (122)

463 11,190 453 12,106
1,267 11,239 453 12,959
(804) (49) - (853)

463 11,190 453 12,106

463 11,190 453 12,106

955 1,106 904 2,965
(210) = = (210)

(224) (309) (90) (623)

(79) (11,987) (1,267) (13,333)

905 - - 905

1,848 - - 1,848
(943) - - (943)

905 - - 905
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Notes to the financial statements (continued)

B SRR MR @)

(For the year ended 31 March 2007) (BiZ=ZEZ+F=F=+—HILLFE)

16.

64

PROPERTY, PLANT AND EQUIPMENT (Continued)  16. ¥IZE-HERRE @)

Company

Year ended 31 March 2006
Additions
Depreciation

Closing net book amount
At 31 March 2006

Cost

Accumulated depreciation
Net book amount

Year ended 31 March 2007
Opening net book amount
Disposals

Closing net book amount
At 31 March 2007

Cost

Accumulated depreciation

Net book amount

AAT

BE-ZZAF=-A=+—-HLFE
NE

e

FREEFE
R-ZBEAF=A=1T—R
(DN

REtinE

BRI FHE
BE-ZZLF=-A=t+—HLFE
FHRREFE

HE

FRREFE
R-Z2+tHF=A=1+—H
(DN

REtinE

BRI FHE
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Furniture,
fixtures and
equipment
BR-HBREE
HK$'000

FAET

53
@)

45

45
(45)



Notes to the financial statements (continued)

B SR R MR @)

(For the year ended 31 March 2007) (BiZ=ZEZ+F=F=+—HILLFE)

17. GOODWILL 17.

The net carrying amount of goodwill can be analysed as follows:

At beginning of the year F5)
Gross carrying amount AR E
Accumulated impairment ZEHRE
Net carrying amount AREFE
Net carrying amount at beginning FHREFE
of the year
Acquisition of a subsidiary Wi — KB AR
Impairment losses RIEEE
Net carrying amount at 31 March R=EA=+—HBZEREFE
At 31 March R=A=+—8H
Gross carrying amount AR E
Accumulated impairment ZEHRE
Net carrying amount BREDFE

Goodwill arising from the acquisition of a subsidiary engaging in
provision of capital market advisory services was impaired during
the year ended 31 March 2006. In view of increasing competition
in the capital market and uncertain future prospect of the subsidiary,
the directors have assessed that full provision is required in respect
of the net carrying amount of the goodwill amounting to
HK$47,890,000 as at 1 April 2006.

The amount of goodwill as at 31 March 2007 is allocated to the
business segment of photovoltaic business (the cash-generating unit
r “CGU") and is tested for impairment by estimating the
recoverable amount of the CGU based on value in use calculations.
The calculations use cash flow projections based on financial budgets
approved by the management covering a period of 4 years. The
discount rate applied to the cash flow projections is 20%. Based on
the results of the impairment testing, management determines that
there is no impairment of the goodwill attributable to that CGU.

(S
AEREFEAOITA TR :

2007 2006

—EELF —ETRF

HK$’000 HK$'000

FET FAET

188,465 54,218
(47,890) (6,328)

140,575 47,890

2007 2006

—EELHF ZEERF

HK$°000 HK$'000

FET FET

140,575 47,890

- 140,575
- (47,890)

140,575 140,575

188,465 188,465

(47,890) (47,890)

140,575 140,575

Wi R REERATSEBRBZMER
REAZHE RBEE—TERF=A=1t—H
IFFERE SN E A TS FINE R % B
BIARKATS TR EREENEAREHN —F
ZRFMA — B 2 BB REFE 47,890,000
PETTIEH 2 B

E(‘fyyti H=1t—BZBERH HE=E

RRER 2 EBDE ( ffﬁﬁgiﬁfﬂ ) WiFE
BREREBEEA AL ReEESEML 2 AT IkE
SRMERERR R R EBIRR 2 5 E TR
KEREE 2 RENFR PHRE HRE
METRRIERA 2 AR ER20% © RIBRE R4S
REIE BT IR AL B RS 2 R
Ee
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Notes to the financial statements (continued)

B SRR MR @)

(For the year ended 31 March 2007) (BiZ=ZEZ+F=F=+—HILLFE)

18.

66

INVESTMENTS IN SUBSIDIARIES

Unlisted shares, at cost

18.

FE LR WA E AR

Particulars of the subsidiaries at 31 March 2007 are as follows:

Name

L]

REXCAPITAL Group Limited

Golden Chino Limited

Eaglefly Technology Limited

China Solar Energy
Group Limited

China Solar Energy
Development Limited

China Solar Energy Holdings Limited ZE X BREFIERER AR | Annual Report F3R 2007

Place of
incorporation

EAR AR 32 3t B

British Virgin Islands
RBRAES

British Virgin Islands
RBRAES

British Virgin Islands
RBRAES

Hong Kong
e

Hong Kong
e

Percentage of
issued

share capital
EBTRA

1 ordinary share
of US$1

1RE AR
BRIZET

1 ordinary share
of US$1

1RE AR
BRIZET

1 ordinary share
of US$1

1RE AR
BRIZET

1 ordinary share
of HK$1

1RE AR
BFRRBT

1 ordinary share
of HK$1

1IRE AR
BRRBT

R B ARRE
Company
AT
2007 2006
—E2LHF ZETRE
HK$°000 HK$'000
FET T
157,910 157,910

R-ZEZLF=A=+BREBMHBIRZF

BT

Percentage of issued

capital held by the
Company
Y NGIESE ]
ERITRABDL
Directly Indirectly
HiE %

100%

100%

100%

100%

100%

Principal activities
and place operations
TEER

Investment holding in
Hong Kong
REBREREER

Participation in primary
and secondary
securities market in
Hong Kong

REBLEFERRE
BHMIZEE

Investment holding in
Hong Kong
REBREREER

Provision for management
services in Hong Kong
REBRBERRE

Inactive

EL



Notes to the financial statements (continued)

B SR R MR @)

(For the year ended 31 March 2007) (BiZ=ZEZ+F=F=+—HILLFE)

18.

INVESTMENTS IN SUBSIDIARIES (Continued)

Name

L]

REXCAPITAL (Hong Kong)
Limited
HRME (BF) BRAHE

REXCAPITAL Enterprises
Limited
HREEFRAF

D & M Finance Limited

REXCAPITAL Technology
Limited

REXCAPITAL Financial
Services Limited

REXCAPITAL Strategic
Investments Limited

REXCAPITAL Management
Limited

Capital View Investments
Limited

Place of
incorporation

EAR AR 37 3h 2

Hong Kong
e

Hong Kong
e

Hong Kong
e

British Virgin Islands
RBRAES

British Virgin Islands
RBRAES

British Virgin Islands
RBRAES

British Virgin Islands
RBRAES

British Virgin Islands
RBRAES

Percentage of
issued

share capital
EBTRA

10,000,000
ordinary shares
of HK$1 each
10,000,0004%
TEBRERIET

2 ordinary shares
of HK$1 each
2RE B
FRR1BT

2 ordinary shares
of HK$1 each
2RE B
BR1BT

1 ordinary share
of US$1

1RE AR
BRIZET

1 ordinary share
of US$1

1RE AR
BRIZET

1 ordinary share
of US$1

1RE AR
BRIZET

1 ordinary share
of US$1

1RE AR
BRIZET

1 ordinary share
of US$1

1RE AR
BRIZET

Percentage of issued
capital held by the
Company
I UNGIEE ]
ERITRABDL
Directly Indirectly

HiE %

100%

100%

100%

100%

100%

100%

100%

100%

18. RHBARIKRE @

Principal activities
and place operations
TEER

Provision of investment
advisory services in
Hong Kong

KB AR & BRI AR 7S

Provision of management
services in Hong Kong
REBRBER R

Money lending in
Hong Kong
REBRHEER

Investment holding in
Hong Kong
REBETREZER

Investment holding in
Hong Kong
REBETREZER

Investment holding in
Hong Kong
REBETREZER

Investment holding in
Hong Kong
REBETREZER

Provision of nominee
services in Hong Kong
REBREREA RS
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Notes to the financial statements (continued)

B SRR MR @)

(For the year ended 31 March 2007) (BiZ=ZEZ+F=F=+—HILLFE)

18.

68

INVESTMENTS IN SUBSIDIARIES (Continued)

Name

L]

Twin Star Agents Limited

REXCAPITAL Secretarial
Services Limited
BRWEREERAR

Terra Solar Global, Inc.
(Note) (fff7#)

Terra Solar North America,
Inc. (Note) (A7)

Note:

Place of
incorporation

EAR AR 37 3th 2

British Virgin Islands
RBRAES

Hong Kong
e

United States of
America

xH

United States of
America

xH

Percentage of
issued

share capital
EBRITRA

1 ordinary share
of US$1

1IRE AR
BRIZET

2 ordinary shares
of HK$1 each
2RE B
FRR1BT

10,000 ordinary
shares of US$0.01
each
10,0000% & i A%
F0%0.01%E7T

200 ordinary
shares, no par value
200/ F E

Percentage of issued
capital held by the

18. RHBARKRE @

Company Principal activities
I UNGIEE ] and place operations
ERTRABDL TEEK
Directly Indirectly
HiE %
100%  Holding nominees
shares for the Group in
Hong Kong
RASERES
HFEREARD
100%  Provision of secretarial
services in Hong Kong
REBREWE RS
51%  Investment holding in
the United States
REBEITIRE EIR
51%  Investment holding in

the United States
REBETIREER

Mfet: ZEATRREBREZESEMKL AT

These companies and the companies incorporated in the British
Virgin Islands are not audited by Grant Thornton or other Grant
Thornton International member.
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Notes to the financial statements (continued)

B SR R MR @)

(For the year ended 31 March 2007) (BiZ=ZEZ+F=F=+—HILLFE)

19. AVAILABLE-FOR-SALE FINANCIAL ASSETS 19. AtHESREE

Group
AEH
2007 2006
—ETLEF ZETREF
HK$'000 HK$'000
FET FAET
Unlisted equity securities, at cost FE ETARANTE 7 H B AR A BR 116,950 109,200
Less: Provision for impairment B R B (109,200) (109,200)
7,750 =
These assets are stated at cost less impairment as the range of HRLEEEZ BB ARBEBEERES &
reasonable fair value estimates is so significant that the directors of RAEFRR/EARBETEEA 2 B
the Company are of the opinion that their fair value cannot be B ANMERURE S (E

measured reliably.

20. INVENTORIES 20. F&
Group
rEE
2007 2006
—ETLF —BERF
HK$°000 HK$°000
FET FET
Finished goods, at cost BUPK G IR AR E AR - 519
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Notes to the financial statements (continued)

BA RS ERARBTRE ()

(For the year ended 31 March 2007) (BZ=—ZFZEt+t#=A=+—HAIFE)

21.

22.

70

UNBILLED REVENUE FROM LONG-TERM
SERVICE CONTRACTS

Costs incurred to date plus recognised ESEEERARNINE #RRF

profits
Less: Progress billings B HEE TR
Less: Foreseeable losses P TR RS 1E

FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS

Equity securities listed in Hong Kong, B ETIRAE
at fair values BRARBEANR

The fair values of listed equity securities which are held for trading
are based on quoted market prices.

At 31 March 2007, listed equity securities of HK$3,487,000 (2006:
HK$16,173,000) were pledged as security for other borrowings of
HK$700,000 (2006: HK$2,802,000) (note 29).
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21.

22.

RERB S QARBERA

Group

REE
2007 2006
—ETLEF ZETRE
HK$’000 HK$'000
FHET FAET

- 6,858

- 6,858

;‘é’&fcﬁﬁﬂlﬁéﬁ&z&ﬁﬂﬁ

£
Group
AEE
2007 2006
—EBLF —EERF
HK$°000 HK$'000
FET T
52,274 16,173

B LW ZFHEEBERAES Z DA BETRA
HmERHE

REZZEZT+F=ZA=+—H BELTRAEFE
3,487,000/ (ZZZ /<4 116,173,000/ 7T)
E {700,000 7T (— 754 12,802,000/
T0) EAE 2 R (f5E29)



Notes to the financial statements (continued)

B SR R MR @)

(For the year ended 31 March 2007) (BiZ=ZEZ+F=F=+—HILLFE)

23. TRADE AND OTHER RECEIVABLES 23. FEWERFR H B WRIE
Group Company
rEE AAF
2007 2006 2007 2006
—EELF ZTTRF —EELF —TTRF
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FAT
Trade receivables (note (i) FENRBRR (aH() 44,615 36,397 - =
Less: Provision for impairment R B
(note (i) (FiaFa) (18,860) (14,435) - -
25,755 21,962 - -
Deposits and prepayments TR RENTIE 46,174 808 43,891 48
Other receivables H fth FE TR IE
(note (i) and (iii)) (Btai) K i) 394,151 354,672 24,886 4,672
Less: Provision for impairment iR B
(note (i) iz (i) (354,672) (354,672) (4,672) (4,672)
111,408 22,770 64,105 48
Notes: Hist:
(i) Included in trade receivables of the Group are loan receivables (i) S AREE fEURBE SR - 244,294,000 7T

amounted to HK$44,294,000 (2006: HK$35,335,000) arising from
the money lending business. The loan receivables are unsecured,
interest-bearing at prime rate plus 3 to 5% per annum and with
repayment period of 1 month to 12 months from date of
drawdown. In respect of the remaining balance of HK$321,000
(2006: HK$1,062,000), billings are normally due on presentation.
The ageing analysis of the gross trade receivable balance at the
balance sheet date, based on loan drawdown date or invoice date,
is as follows:

Within 3 months =EARA

4 to 6 months mEREA

7 to 12 months tEZ+=@A
Over 12 months +=@ANULE

Based on the assessment of the recoverability of the receivables as
detailed in note 2, the directors of the Company are of the view
that HK$18,860,000 (2006: HK$14,435,000) of the trade
receivables was impaired.

(ZZEZT/N4:35,335,00087T) AERER
EEZEBER UL EKE R AERA WA
HEBFEMFESIERSEWEFIE KL
BERE—EAE+_EAL BEE %
T #E#:321,000/8 7T (ZZ 754 11,062,000
BIT) —MERBBEERMR-NEER &
JE U BR SR IR SR ER B 3k A B sk B 22 A HA 2 BR R
DA :

Group

EE
2007 2006
—BELHF ZETRF
HK$°000 HK$'000
FET FET
25,655 969
100 1,486
- 20,900
18,860 13,042
44,615 36,397

ARARPAMY 2 o At 2 8 OB AT MR [ 72
A ARAEERBEKERRE
18,860,000/ 7T (= F T /X4 1 14,435,000/%
Ik
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Notes to the financial statements (continued)

B SRR MR @)

(For the year ended 31 March 2007) (BiZ=ZEZ+F=F=+—HILLFE)

23.

24.

72

TRADE AND OTHER RECEIVABLES (Continued) 23.

Notes: (Continued)

(ii) As at 31 March 2007, included in other receivables of the Group is
a balance of HK$350,000,000 representing the unsettled cash
consideration from the disposal of the Group’s interest comprising
875 fully paid ordinary shares in REXCAPITAL Infrastructure Limited.
Pursuant to the sale and purchase agreement dated 29 October
2003, the consideration for the disposal of the Group’s interest in
REXCAPITAL Infrastructure Limited amounted to HK$350,000,000.
None of the cash consideration of HK$350,000,000 was settled
and there has not been any subsequent settlement up to the date
of approval of the financial statements. A full provision has been
made.

Also, as at 31 March 2007, included in other receivables of the
Company and the Group is a balance of HK$4,672,000 representing
deposit paid for exploring potential investment projects. During
the year ended 31 March 2006, such amount was impaired because
of cessation of the exploration.

(iii) As at 31 March 2007, included in other receivables of the Company
and the Group is a balance of HK$19,833,000 represents amount
due from a shareholder, which is interest free and unsecured.

(iv) The carrying amounts of trade and other receivables of the Group
and the Company approximate their fair values at the balance sheet
dates.
AMOUNTS DUE FROM/(TO) A 24.

SHAREHOLDER/A MINORITY
SHAREHOLDER/A RELATED COMPANY

The amounts due are unsecured, interest-free and repayable on
demand. The amount due from a related company in which a
director has beneficial interests. The carrying amounts of the balances
approximate their fair values at the balance sheet dates.
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Notes to the financial statements (continued)
B SR R MR @)

(For the year ended 31 March 2007) (BiZ=ZEZ+F=F=+—HILLFE)

25.

26.

AMOUNTS DUE FROM/(TO) SUBSIDIARIES 25.

Amounts due from subsidiaries FE U BT 8 A Rl FRIE
Less: Provision for impairment B R B
Amounts due to subsidiaries FEAIHT B A Bl ZRIE

The amounts due are unsecured, interest-free and repayable on
demand. In the opinion of the directors, the balances are repayable
within 12 months from the balance sheet date. The carrying amounts
of the balances approximate their fair values at the balance sheet
dates.

CASH AND CASH EQUIVALENTS/PLEDGED 26.
BANK FIXED DEPOSITS

FEW, (FBfY) KB A RIFR

Company
AT

2007 2006

—E2HF ZETRE

HK$°000 HK$'000

FET T

1,096,385 1,041,777
(913,184) (913,184)

183,201 128,593

28,532 22,740

ZERBVEER A IR EREE -BER
A REGNARAEE AL 12(8 A REE R
ZERHEEREREER 2 AR BERS-

RERBAEEEY CSEFRT
EHER

Group Company
r&E N

2007 2006 2007 2006
ZEBLF ZETRF ZEBLF ZZTRE
HK$'000 HK$'000 HK$'000 HK$000
FEL FET FEL FAET
Cash at bank and in hand FORFELRS 60,234 147,419 29,613 145,831
Less: Pledged bank fixed deposits & BIEARIRITE EATT X (8,051) - - -
Cash and Cash equivalents ReRALEEY 52,183 147,419 29,613 145,831
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Notes to the financial statements (continued)

B SRR MR @)

(For the year ended 31 March 2007) (BiZ=ZEZ+F=F=+—HILLFE)

26. CASH AND CASH EQUIVALENTS (Continued) 26.
Cash at banks earns interest at floating rates based on daily bank
deposits rates. Short-term time deposits are made for varying periods
of between one day and three months depending on the immediate
cash requirements of the Group, and earn interest at the respective
short- term time deposits rates of 3.9% to 4.4% per annum. The
carrying amounts of the cash and cash equivalents and the pledged
deposits approximates to their fair values.

As at 31 March 2007, the Group’s bank fixed deposits of
HK$8,051,000 (2006: Nil) were pledged to a bank for granting a
letter of guarantee of performance bond to Weihai Bluestar Terra
Photovoltaic Company Limited, in which the Group has 13% of
equity interests (included in available-for-sale financial assets) for
the amount of US$900,000.

27. ASSETS HELD FOR SALE 27.
During the year ended 31 March 2007, the directors of two
subsidiaries, Terra Solar Global, Inc and Terra Solar North America,
Inc, resolved to exit the photovoltaic business in the United States.
On 27 April 2007, the subsidiaries entered into an agreement with
Solar Co. NJ, in which an immediate family of a director of the
Company has beneficial interests, to transfer its rights and obligations
related to these operations in the United States. The relevant assets
and liabilities relating to such operations have been classified as
assets held for sale and liabilities associated with assets held for
sale.

The directors of the Company have re-assessed the fair value of the
relevant assets and liabilities with reference to the sale and purchase
agreement entered on 27 April 2007. The net consideration would
be approximately HK$11,625,000 (US$1,500,000).

At 31 March 2007, the carrying amount of net assets upon being
classified as held for sale attributable to the Group amounted to
approximately HK$14,342,000 and resulted in a loss on
remeasurement to fair value less costs to sell amounted to
approximately HK$2,717,000.
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Notes to the financial statements (continued)

B SR R MR @)

(For the year ended 31 March 2007) (BiZ=ZEZ+F=F=+—HILLFE)

27. ASSETS HELD FOR SALE (continued) 27. HEHEEE @
The major classes of assets and liabilities at 31 March 2007 which RIBETLF=A=T—HHBERFIELEE
are classified as assets held for sale are as follows: EZEAERABEEHRINAT:

Group

rEH
Carrying amount
upon being
classified as

held for sale
Fairvalue S EBBELHE
AREE EEZREME

HK$'000 HK$'000
FAET FAET
Assets BE
Property, plant and equipment (note 76) ENEE AL 10,616 13,333
Inventories FE 758 758
Trade receivables (note (a)) FEUS AR SR (Ffat(a)) 37,627 37,627
Other receivables H e dRoE 5,219 5,219
Assets classified as held for sale PEAREHEERE 54,220
Liabilities af&
Trade payables (note (b)) FETBRSR (HYat(b) (35,600) (35,600)
Other payables Hitv 508 (6,995) (6,995)
Liabilities associated with assets HoBARFLELETRZEE
classified as held for sale (42,595)
Net assets of operation classified PEARFEHEZEBEEFA
as held for sale 11,625
(a) Trade receivables generally have credit terms of not more (a) FEWEE S — B EEHAZRATH-R
than 60 days. An ageing analysis of trade receivables at 31 —EELE=A=+—01 EREZR
March 2007 based on invoice date, is as follows: BEAH YRR O T :
HK$°000
FET
Current — 90 days BIEAZ90H 36,567
91 days to 180 days 91HZE180H 679
Over 181 days 180H M E 381
37,627
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Notes to the financial statements (continued)

B SRR MR @)

(For the year ended 31 March 2007) (BiZ=ZEZ+F=F=+—HILLFE)

27. ASSETS HELD FOR SALE (Continued)

(b) An ageing analysis of trade payables at 31 March 2007,

based on invoice date, is as follows:

Current — 90 days
91 days to 180 days
Over 180 days

28. TRADE AND OTHER PAYABLES

Details of the trade and other payables including ageing analysis of
trade payables, based on invoice date, are as follows:

Trade payables FERTERFR
Within 3 months =EAA
4 to 6 months mENEA
Over 6 months NE A L
Temporary receipts from REBP LY
customers
Other payables and accrued H A FERTFRIE &
charges Bt &R

27. HEHEEE @
(b) REZZZLFE=A=+—H EHEX
REZAHZRESNNAT:
HK$'000
FAET
BIEAZ90H 31,093
91H=180H 2,747
180H A E 1,760
35,600
28. EEMNERFRHEMENSRIE
RIEEZ R BRAEMNRRREMENRIAEZ
FIEESILAT
Group Company
r&EE NG|
2007 2006 2007 2006
ZEBLHE —TERE ZEBLHE —ZTRE
HK$°000 HK$'000 HK$°000 HK$'000
FET TET FET TET
504 819 - =
- 154 - =
599 = - =
1,103 973 - -
18,720 13,948 - 13,948
5,437 14,879 2,313 10,978
25,260 29,800 2,313 24,926

The carrying amounts of trade and other payables of the Group
and the Company approximate their fair values at the balance sheet

dates.
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Notes to the financial statements (continued)

B SR R MR @)

(For the year ended 31 March 2007) (BiZ=ZEZ+F=F=+—HILLFE)

29. BORROWINGS 29. &8
The borrowings which are repayable on demand are analysed as RERKERZEESTAT:
follows:
Group
rEH
2007 2006
—EELF —TTREF
HK$’000 HK$'000
FHET FAET
Loan from securities brokers, secured REBHLE L 2B BET 700 2,802
Other loans, unsecured Hih &R S - 1,030
700 3,832
Loans from securities brokers are secured by certain equity securities R BHKGL 2 EFUAE TRRA B H R (B
(note 22). ££22) e
All the borrowings are denominated in Hong Kong dollars. Loans FrEBEHABITAHE RBEHLL 2 EFE
from securities brokers are interest-bearing at prime rate plus 3% BFRREENERN3ERSE B -EhERE
to 5% per annum. Other loan is interest-bearing at 3% per annum FRES LSELRTARARZRITRER
over the prevailing prime lending rate offered by the Hong Kong MENIEETE -
and Shanghai Banking Corporation Limited.
The carrying amounts of the borrowings approximate their fair values BEZREEREENGEER 2 AR EBERSE-

at the balance sheet dates.
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B SRR MR @)

(For the year ended 31 March 2007) (BiZ=ZEZ+F=F=+—HILLFE)

30.

78

SHARE CAPITAL 30. BRA
2007 2006
—ETLHE s S
Number of Number of
shares shares
RHEE L]
Notes (000) HK$'000 ('000) HK$000
ffaE (FIR) FET (F/&) FBT
Authorised: HEERA:
Ordinary shares of HK$0.01 each ~ EAkE{E0.01/87T
2 BB 100,000,000 1,000,000 100,000,000 1,000,000
Issued and fully paid: BRETRBERAE:
At 1 April 2006/2005 R-ZTHE/
“ZTREMA—H 3,632,552 36,326 2,752,452 27,525
Placing and Subscription & kiR (@ - - 256,750 2,568
Acquisition of a subsidiary WEIB AR (b) - - 600,000 6,000
Exercise of share options IR (©) 72,900 729 18,500 185
Exercise of warrants bR () 169,450 1,694 4,850 48
At 31 March R=A=+—H 3,874,902 38,749 3,632,552 36,326
Notes: Hifaz
(a) Pursuant to a board resolution passed on 15 March 2006, (a) BER_ZENF=A+HBEHEZEES

(@)

Multichannel Investments Limited (“MIL"), a shareholder of the
Company, sold 256,750,000 existing shares of the Company to a
placing agent at the placing price of HK$0.59 per share (“Placing”).
At the same time, MIL subscribed for 256,750,000 shares of the
Company at subscription price of HK$0.59 per share
(“Subscription”). As a result of the Placing and Subscription,
256,750,000 new shares of the Company were issued at HK$0.59
per share, resulting in additional share capital of HK$2,568,000
and share premium of HK$148,915,000. The related share issue
expenses of HK$9,779,000 were dealt with in the share premium
account.

As mentioned in note 34, the Company issued new shares of
600,000,000 as part of the consideration of acquiring 100% issued
share capital of Eaglefly Technology Limited (“Eaglefly”). As at the
date of acquisition on 19 January 2006, the market price of the
shares of the Company was HK$0.223, resulting in additional share
capital of HK$6,000,000 and share premium of HK$127,800,000.

During the year, subscription rights attached to 49,800,000 (2006:
18,500,000) and 23,100,000 (2006: Nil) share options of the
Company issued (note 31) were exercised at the subscription price
of HK$0.166 and HK$0.088 per share respectively, giving rise to
the issue of 72,900,000 (2006: 18,500,000) shares of HK$0.01
each for a total consideration of HK$10,300,000 (2006:
HK$3,071,000). Accordingly, additional share capital of
HK$729,000 (2006: HK$185,000) and share premium of
HK$9,571,000 (2006: HK$2,886,000), before netting-off issue
expenses and not including the amount transferred from share
option reserve, is resulted.
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Notes to the Financial Statements (Continued)
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(For the year ended 31 March 2007) (BiZ=ZEZ+F=F=+—HILLFE)

30.

31.

SHARE CAPITAL (Continued)

(d) On 6 June 2005, an ordinary resolution was duly passed by the
shareholders of the Company with respect to the issue of
550,000,000 warrants of the Company at an issue price of
HK$0.046 per warrant for total cash consideration of
HK$25,300,000 (before issue expenses of HK$1,319,000). Each
warrant entitles the holder to subscribe for one ordinary share of
the Company of HK$0.01 each at an initial subscription price of
HK$0.116 per share at any time during the period from 4 July
2005, the date of issue, to 3 July 2007.

During the year, an aggregate of 169,450,000 (2006: 4,850,000)
new shares of the Company of HK$0.01 each were issued for cash
at a subscription price of HK$0.116 each pursuant to the exercise
of 169,450,000 (2006: 4,850,000) warrants for a total cash
consideration of HK$19,656,000 (2006: HK$563,000). Accordingly,
additional share capital of HK$1,694,500 (2006: HK$48,000) and
share premium of HK$17,962,000 (2006: HK$515,000), not
including the amount transferred from warrant reserve, is resulted.

At the balance sheet date, the Company had 375,700,000 (2006:
545,150,000) warrants outstanding. The exercise in full of such
warrants would, under the present capital structure of the
Company, will result in the issue of 375,700,000 (2006:
545,150,000) additional ordinary shares of the Company, including
additional share capital of HK$3,757,000 (2006: HK$5,452,000)
and share premium of HK$39,824,000 (2006: HK$57,785,000)
(before expenses).

SHARE-BASED COMPENSATION

Company

On 29 July 2002, the Company adopted a share option scheme
(the “2002 Scheme”). Under the 2002 Scheme, the directors are
authorised, at their discretion, to offer eligible participants, being
employees (whether full time or part time), business consultants,
agents, financial or legal advisors whom the directors consider, in
sole discretion, have contributed to the Group, options to subscribe
for new shares of the Company. The directors are authorised to
determine exercise price, such price will not be less than the highest
of (a) the closing price of the shares as stated in the Stock Exchange’s
daily quotations on the date of offer, which must be a business
day; (b) the average of the closing prices of the shares as stated in
the Stock Exchange’s daily quotations for the five business days
immediately preceding the date of offer; and (c) the nominal value
of an ordinary share.

There is no general requirement that an option must be held for
any minimum period before it can be exercised but the directors
are empowered to impose at their discretion any requirements at
the time of granting any particular option. Upon acceptance of the
option, the grantee is required to pay a consideration of HK$1.00
for each lot of share options granted on or before the 30 days after
the option is offered.

30. H"ﬁ(

31.
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31. SHARE-BASED COMPENSATION (Continued) 31.
Company (Continued)
The period within which the shares must be taken up under an
option will be determined by the directors at their discretion but
will not be later than 10 years after the date of adoption of the
2002 Scheme.

The total number of shares issued and which may fall to be issued
upon exercise of the options granted under the 2002 Scheme and
any other share option schemes of the Company (including exercised
and outstanding options) to each of the eligible participants in any
12-month period up to the date of grant shall not exceed 1% of
the shares in issue as at the date of grant.

The maximum number of shares which may be issued upon exercise
of all options to be granted under the 2002 Scheme and any other
share option schemes of the Company must not exceed 10% of
the issued share capital of the Company on the date of approval
and adoption of the 2002 Scheme provided that the Company may
at any time seek approval from its shareholders to refresh the limit
to 10% of the shares in issue as at the date of approval by the
shareholders in general meeting where such limit is refreshed.

The movement of the share options granted by the Company under
the 2002 Scheme are as follows:

BRETE (2

AR (%)

AR ANBIRERE R AERBERD < HR - HHE
EMEET ENMFERNEN ST _F1EIE
=i =

RIE TR FHE AR RIERE B AE
AHEIR TER S ER2aE ZBE (BEETT
18 BRI 2 FE AR AE) BT DA ) /A%Lﬂ‘é
TR REER D BHIHEEI+—
HIRA M EREH BB BTN 21%

EITERE ST —Far 8l E A AR HAiA
BRI L 2 AR M B T 2 RN BB &
S TIERBBAD AN ERRA-TT —F5t
EIE B2 EETRALZ10% @ AR R A RMER
RS SKE R R HER FRE SRR REE T
ZREEZWEAREE AEBTIRD 210% °

BE-TTEHAAA TR BRERD
o

2007 2006

—ETLHE —TTRF
Weighted Weighted
average average
exercise price exercise price
Number MAEF Number T
A TEE 28 17eE
HK$ HK$
BT o
Outstanding at 1 April A A — B MR 358,217,006 0.1471 101,517,006 0.0994
Granted (note (a)) R (Hrita) - - 275,200,000 0.1660
Exercised (note (b)) 171 (et (b)) (72,900,000) 0.1413  (18,500,000) 0.1660
Outstanding at 31 March R=A=+—BERTE 285,317,006 0.1486 358,217,006 0.1471
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31.

SHARE-BASED COMPENSATION (Continued) 31.
Company (Continued)
The exercise price and exercisable periods of the share options are

BRETE e
RAF (#)
AR 2 1T (B AT RS T

as follows:
2007 2006
—22tE S
Exercise price Exercise price
Number per share Number per share
#E BRITEE 2H FRTHEE
HK$ HK$
B BT
Exercisable period: 1R ER:
2.1.2004 -1.1.2014 7gi@¢—ﬂ:|§|§:
T-mNE—A—H 16,117,006 0.1600 16,117,006 0.1600
20.12.2004 - 19.12.2014 _$7E¢+ A=+BZ
—mE+=A+NA 62,300,000 0.0880 85,400,000 0.0880
27.6.2005 - 26.6.2015 :;ﬁgﬁi/‘*\ﬂ e =
—RFAAZ1+<A 80,600,000 0.1660 85,200,000 0.1660
20.7.2005 - 19.7.2015 “TTRELA-+HZE
—hFtA+IA 126,300,000 0.1660 171,500,000 0.1660
At 31 March R=A=+—-H 285,317,006 358,217,006
Notes: Hiat
(@) Share options were vested once granted. (a) BREERKH BER-
(b) In respect of the share options exercised in the current financial (b) TR F I RFE BT 2 R - 1T R

year, the weighted average share price of the Company at the
dates of exercise was HK$0.745 per share. The share options
exercised during the year resulted in the issue of 72,900,000 (2006:
18,500,000) ordinary shares of the Company (note 30(c)).

At the balance sheet date, the Company had 285,317,006 (2006:
358,217,000) share options outstanding under the 2002 Scheme.
The exercise in full of the remaining share options would, under the
present capital structure of the Company, will result in the issue of
285,317,006 (2006: 358,217,000) additional ordinary shares of the
Company including additional share capital of HK$2,853,000 (2006:
HK$3,582,000) and share premium of HK$39,553,000 (2006:
HK$49,124,000).

Subsequent to the balance sheet date and up to the date of these
financial statements, no share option has been granted.

AN B2 A BB R & %0, 74578 T8 7
FRNETRZERESRA AR ET
72,900,000 (= ZZ714 :18,500,000/%)
TR (FHEE30(0)) °

REER RE-ZTZ_F:8 AQFH
5285,317,0061) (ZZZ754:358,217,0001)
RITIEREARME o (W S A TR AR R B T 1%
ARARBBEEAELE BEHETAR
7]285,317,006/% (== =74 :358,217,0004%)
RN EiBIR AT BIEEEINRAN2,853,000/%5
T (ZZTZT7 4 :3,582,000/870) MDD EHE
39,553,000/87C (ZZZ /x4 :49,124,0007%
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31.

82

SHARE-BASED COMPENSATION (Continued)
Subsidiary

On 31 December 2005, Terra Solar Global, Inc. ("TSG"), a subsidiary
of the Group, implemented a share option scheme (the "2005
Scheme"). Under the 2005 Scheme, TSG's directors (the "TSG
directors") are authorised to offer share options of TSG to eligible
participants, being directors, officers and other employee of TSG as
well as consultants of TSG and its subsidiaries, with a vesting period
from one to three years.

The TSG directors are authorised to determine exercise price per
share. Such price shall not be less than (i) 110% of the fair market
value per share on the date of grant if the options are granted to
employee as defined under 2005 Scheme and at the time of grant
of the options, the employee owns more than 10% of the voting
power of all classes of shares of TSG or any parent or subsidiary; or
(i) the fair market value per share on the date of grant for cases
other than that described in (j).

The period within which the shares must be taken up under an
option will be determined by the TSG directors, but not more than
5 or 10 years from the date of grant, depending on the situations
as described in the 2005 Scheme.

The options granted under the 2005 Scheme shall be exercisable
upon its having vested in accordance with the vesting schedule and
upon and after the registration date.

The aggregate number of shares which may be issued pursuant to
the 2005 Scheme is 1,500. If any option granted under the 2005
Scheme shall expire or terminate for any reason without having
been exercised in full or shall cease for any reason to be exercisable
in whole or in part, or if TSG shall reacquire any option, the
unpurchased shares subject to such options shall again be available
for grants of options under the 2005 Scheme. The maximum
aggregate number of shares of TSG that may be granted in the
form of share options in any one fiscal year to an eligible participant
shall be 1,000 shares.
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31.

SHARE-BASED COMPENSATION (Continued) 31. BREE @
Subsidiary (Continued) IZﬁE"\ —_I (&)
The movement of the share options granted under the 2005 Scheme BIE-_ T REHEIRE 2 BIRE 2 Z ST :
are as follows:
2007 2006
—EELF ZTTRF
Weighted Weighted
average average
exercise price exercise price
Number REF Number T
E | 1| | 1718
HK$ HK$
BT BT
Outstanding at 1 April AP A — B ARTTE 1,226 6,154 = =
Granted i - - 1,226 6,154
Cancelled e (161) 6,154 = =
Lapsed R (7) 6,154 - -
Outstanding at 31 March R=RA=+—BRERTE 1,058 6,154 1,226 6,154

As at 31 March 2007, 377 (2006: 520) share options were vested
and exercisable. The outstanding share options as at 31 March 2007
are exercisable from the date of vesting to 31 December 2015.

The share options granted under the 2005 Scheme during the year
have been accounted for under HKFRS 2 and as a result, HK$467,000
(2006: HK$137,000) has been recognised as staff costs in the income
statement for the year ended 31 March 2007.

The fair values of share options granted during the year ended 31
March 2006 were determined by an independent valuer using the
Black-Scholes Option Pricing Model (the "Black-Scholes Model").
Details of the inputs to the Black-Scholes Model are as follows:

Expected volatility (%) 3.46%
Expected life of options (years) 10 years
Risk-free interest rate (%) 4.53%
Dividend yield (%) 0.0%

Risk free interest rate represents the yields to maturity of respective
US Federal 10 year Treasury Note.

At the balance sheet date, TSG had 1,058 (2006: 1,226) share
options outstanding under the 2005 Scheme which represented
10.6% (2006:12.3%) of the issued share capital of TSG on the
same date.

Subsequent to the balance sheet date and up to the date of these
financial statements, no share option had been granted.

REZTEF=A=1+—H8'377H (ZZFZX
F:52010) BRECHFBRA FIIE-RZZZ
tE=Z A=+ AMERTEZERERFEH
EE—E—AF+-A=+—BItHEAT
11fE

BE-ETRFFERNERE T 2 BIE TR
BEBVERELERE 250 AR F k467, ooo,%
T (ZZZ /5% :137,000/87T) EREZE
tE=ZA=+—HIEFEK i’%ﬁ&?&ﬁ;lﬁk
$o

RBE_ZTZREF=ZA=1t—HILFEE&RE
ZBRENFERBIYAEMARNR - FE
e EERX (AN —FRHEX]) Ee-
WARN R —FRAERX 2 FEMT

TEHR 1R (%) 3.46%
ﬁ%ﬁxf“éﬁﬂiﬁﬁ (%) 104

BB 2 (%) 4.53%
Hﬁ%%(%) 0.0%

mEB R AREER 0FEBES 2
E RIS

REZR BE_TTRAFE] TSGH1,058(%
(ZZZNEF11,22610) BAAER RIT6E HHER
TSGRRIHEEITRAZ10.6% (ZFTZ/NF:
12.3%) °
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32.

RESERVES 32. f#f&
Company PN
Share option Warrant
Share reserve Contributed reserve Accumulated
premium e surplus RE losses Total
RADEE i fnBs it RitER @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAIL FAIT FAIT FAT FAIT FAIT
(note (a)) (note (b)) (note (c))
(Htia) (Hitb) (H3#0)
At 1 April 2005 R-ZEZRFNA—H 463,659 — 611,786 - (1,009,135) 66,310
Loss for the year FREE - - - - (35,701) (35,701)
Share based WA ZATH(E
compensation (note 31) (KizE31) - 24,049 - - = 24,049
Shares issued on Placing RS RRBmET
and Subscription (note 30@)  Bk{n (Ai£30()) 148,915 - - - - 148,915
Share issue expenses BROBITHZ
(note 30(3)) (Kf:£30()) 9,779) - - - - (9,779)
Shares issued on acquisition B E—FHE AR
of a subsidiary (note 30(b)) BATRAD (H12E30(0) 127,800 - - - - 127,800
Exercise of share options TR ERRRE
(note 30(c)) (Hf3£30()) 4,503 (1,617) — — - 2,886
Issue of warrants (note 30(c)) ~ E{TRRIEE (H:£30(d)) - - - 23,981 - 23,981
Exercise of warrants TR R
(note 30(d)) (Hfz£30(d)) 726 — — 211) - 515
At 31 March 2006 and R=BZXE=A=1-H
1 April 2006 Z_ZERFNA-A 735,824 22,432 611,786 23,770  (1,044,836) 348,976
Loss for the year FREE - - - - (11,272) (11,272)
Exercise of share options TR ERARE
(note 30(c)) (Hiz£30()) 13,906 (4,352) — — - 9,554
Exercise of warrants TR R
(note 30(d)) (Hiz£30(d)) 25,350 — — (7,388) - 17,962
At 31 March 2007 RZZELF=A=1—H 775,080 18,080 611,786 16,382  (1,056,108) 365,220
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32.

33.

34.

RESERVES (Continued)

Company (Continued)
Notes:

(a) The share option reserve arises from the share based compensation
regarding the share options granted by the Company and a
subsidiary as referred to in note 31.

(b) Under the Companies Act of Bermuda, the contributed surplus
account of the Company is available for distribution. However, the
Company cannot declare or pay a dividend, or make a distribution
out of the contributed surplus, if:

(i) the Company is, or would after the payment be, unable
to pay its liabilities as they become due; or

(ii) the realisable value of the Company’s assets would thereby
be less than the aggregate of its liabilities, issued share
capital and share premium account.

(o) Warrant reserve represents the net proceeds received from the issue
of warrants of the Company. The reserve will be transferred to
share capital and share premium accounts upon the exercise of the
warrants.

In the opinion of the directors, as at 31 March 2007, the Company
had no reserves available for distribution to its equity holders (2006:
Nil).

MAJOR NON-CASH TRANSACTION

During the year ended 31 March 2006, part of the purchase
consideration of acquisition of Eaglefly as mentioned in note 34
was settled by 600,000,000 ordinary shares of the Company at the
price of HK$0.223 per share, which amounted to HK$133,800,000.

ACQUISITION OF SUBSIDIARIES

On 19 January 2006, the Group acquired 100% of the issued share
capital of Eaglefly together with the shareholder’s loan (the
" Acquisition”) from MIL. Eaglefly is incorporated in the British Virgin
Islands and is an investment holding company. Eaglefly has 51%
equity interests in Terra Solar Global, Inc. which has 100% equity
interests in Terra Solar North America, Inc. (collectively, the “TS
Group”). As at the date of Acquisition, TS Group was principally
engaged in development, manufacturing, marketing and sales of
solar cells, modules and panels for generating solar electric power
and related training and consulting services.

32.

33.

34.

ﬁ1ﬁk Z)
RAT (&)
Hfat:

(@) BREFRERAEARR R —HNEAR
R BB (FH1BE R 31 2 AR D ST (S 8 (8
Ef-

(b) REBEBFCERRE ANAR BB RIRTIA]
IR AT AE FHER T AR R BT EE
BEMBBRT EIRRNEE  HAEH DK

0] AR B ERHNA IR R EAE
BRI ETS 3K

(i) ARBEEZ BB EERE LT
BERAAREE BEHTRAERD
m Bk B

(© R RS A 7 B R AN A ) B T AR R R R 2 P
SRIBFE ZHENRIER TR 2
ERA R EER-

EEZRR ARAR-_EELF=A=+—"RA%1

E—Hﬁ"/ﬁi?%\ FABEAZGFHB (CETREFE:
&) -

FEHFRERS
REBEEZZENF=A=1+—HLLFE K34
Frak kg Eaglefly 2 Sh H BB B KB - LAFAR (B
0.2237%7T.2.600,000,0000% AN A &) & @ARE(E -
4878 /133,800,00078 7T °

WEBHE A A

RZZEZERF— H‘f’j‘LE $%IF‘1MILH&E%
Eaglefly 100% B #1TAR AN E RIAR R E 5K (U
§8]) °Eaglefly/ A J%J%ﬁﬁ%ﬁﬂﬂﬁkil%&éfh
fig 2 FlEaglefly#F B Terra Solar Global, Inc. 51%
B Z#E25  MTerra Solar Global Inc.Bll# & Terra
Solar North America, Inc. (4:%8 [TS&H ]) 100%
EamoRNKER TSEEFEREAGREEEZ
AIGeeE M A EEIREFE EE SR
SHE + DA R B BES T X EE R AR AL
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34.

86

ACQU|S|T|ON OF SUBSIDIARIES (Continued)

The purchase consideration is HK$158,174,000 which was satisfied
as to HK$24,374,000 (equivalent to US$3,145,000) by way of cash
and HK$133,800,000 by issuing 600,000,000 ordinary shares of
the Company at price of HK$0.223 per share which represented
the market price of the Company’s share at the date of Acquisition.
After taking into account the professional fees incidental to the
Acquisition of HK$3,224,000, the total acquisition cost amounts to

HK$161,398,000.

The fair values of the identifiable assets and liabilities of Eaglefly
and TS Group as at the date of Acquisition and the corresponding
carrying amounts immediately before the Acquisition are as follows:

Goodwill

Property, plant and equipment

Inventories

Unbilled revenue for long-term
service contracts

Trade and other receivables

Cash and cash equivalents

Trade and other payables

Borrowings

Minority interests

Net assets acquired

Shareholder’s loan acquired

Goodwill arising on Acquisition
(note 17)

Total acquisition cost

The total acquisition cost is satisfied by:

Cash
Shares issued

An analysis of the net cash outflow
arising on the Acquisition is as follows:

Cash consideration paid

Bank balances and cash acquired

Net outflow of cash and cash equivalents

in respect of the Acquisition
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34.

B R AN LA T 5 & IR A -

R
BRI,

WREE 2 Re R F5E
DT

ENHRRE
BARTESRIAS

FRKEBzRe RS
ZERLFE

WS B AR ()

I BE R (B 5158,174,00078 70 E /24,374,000
77T (FAEM3,145,00057T) AR L X+ Hek
133,800,000 T Al:E B LA R0.223 78 7T (BN
ARG UE B 2 T 1E) #77600,000,000/%
TER N -EFARBHRHEZZEER
3,224,000/ 7L1% 4R UBE AR 4N 5 161,398,0007%
=

Eaglefly R TSEEE 2 Al R E E M A BERUER
ZAREE AR EEWER 2 BRERREEL T

Carrying

amount Adjustments Fair value
BREE R AREE
HK3$'000 HK3$'000 HK3$'000
TET TET T
70,488 (70,488) -
10,484 10,484
519 519
4,844 4,844
23,802 23,802
573 573
(1,620) (1,620)
(4,611) 4,611)
(51,194) 34,538 (16,656)
53,285 17,335
3,488

140,575

161,398

27,598

133,800

161,398

27,598
(573)

27,025
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34.

35.

ACQUISITION OF SUBSIDIARIES (continued)

Notes:

Since the Acquisition, Eaglefly and TS Group has contributed revenue of
HK$7,725,000 and net loss of HK$3,742,000 to the Group’s revenue and
loss for the year ended 31 March 2006.

Had the Acquisition been completed on 1 April 2005, the revenue and the
loss for the year of the Group would have been HK$12,670,000 and
HK$110,801,000 respectively. The pro forma information is for illustrative
purposes only and is not necessarily an indication of revenue and results of
operations of the Group that actually would have been achieved had the
Acquisition been completed on 1 April 2005, nor it is intended to be a
projection of future results.

OPERATING LEASE COMMITMENTS

At 31 March 2007, the total future minimum lease payments in
respect of office premises under non-cancellable operating leases
were payable by the Group as follows:

Within one year —FR
In the second to fifth years MERF
After five years 8

The Group leases land and buildings under operating leases. The
lease run for an initial period of one to ten years (2006: ten years),
with an option to renew the lease and renegotiate the terms at the
expiry date. The lease does not include any contingent rentals.

Company
The Company does not have any significant operating lease
commitments.

34.

35.

WK AR @

Kt :

BB Eaglefly RTSEBRHE—TETNF=A="
—HIEFED B BAEERRT, 725,000 A K
3,742,000 L1858

HMEEEN_STRFNA—BER AEEZHKAKR
EREBHEED R 412,670,000/ %110,801,00078
T BEEREHTARSR WEKNABTR_ZTAF
MA—BEREEMGATERZASERAREESE
& INMES RETRRIR RS

EEEEER
REIZBZBLF=[=+—B RETARR &
EHE NEE B RESNHAEYELLHE
B &EAEFEERENT -

Group

EE
2007 2006
—ETLHF ZEERF
HK$°000 HK$'000
FET T
4,729 2,247
13,339 11,831
11,027 18,116
29,095 32,194

REBIREEROEE i RIEF-FHEY FH
RATHE (ZTTRF:+F) AIRIHREE
AR R G- E TR BEEFREHED-

EN
ARALREAEAE LRS-
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36.

37.

88

CAPITAL COMMITMENTS

Group

As at 31 March 2007, the Group had the following capital
commitments:

(i) During the year ended 31 March 2006, the Group had
entered into a contract with a company, in which a director
of the Company has equity interest, for the purchase and
installation of certain manufacturing equipment which are
used/to be used in a long-term service contract. The amount
of the purchase contract is approximately HK$43,014,000
and other associated charges relating to the contract which
are to be billed on labour and material basis is
HK$3,100,000. During the year ended 31 March 2007, costs
of HK$27,789,000 (2006: HK$5,619,000) in relation to the
contract have been incurred by the Group and the amount
of outstanding commitment arising from the contract was
HK$12,706,000 (2006: HK$40,495,000).

(i) Pursuant to the signing of two joint venture agreements by
a subsidiary on 10 January 2005, the Group is required to
make capital contribution of approximately HK$15,500,000
(US$2,000,000) and HK$988,000 (US$127,500)
respectively. During the year ended 31 March 2007, the
Group has already made capital contributions of
HK$7,750,000.

Group and Company

The Company has entered into two contracts with a company for
the purchase of certain manufacturing equipment. The total amount
of the purchase contracts is approximately HK$50,700,000
(US$6,500,000). As at 31 March 2007, costs of HK$37,596,000
(US$4,820,000) in relation to the contracts have been incurred by
the Company and the amount of commitment arising from the
contract was HK$13,104,000 (US$1,680,000).

CONTINGENT LIABILITIES AND LITIGATIONS
Group

On 21 September 1999, a former director of the Company, Mr
Wong Chong Shan, commenced proceedings in the High Court
against the Company claiming a sum of HK$5,000,000. Mr Wong
Chong Shan alleged that he paid the said sum on the Company’s
behalf in August 1997 to a third party as deposit and that the
Company failed to make repayment to him. The directors have
considered the matter and are of the opinion that since no positive
steps have been taken by Mr Wong Chong Shan to proceed with
the action since June 2000, it is not necessary at this stage to make
a provision in the financial statements for these proceedings.
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37. HBEEBRFD =

ARF

ZJS"ﬂE)E‘éﬁ AERTE TESELE IME
REEHROEERABTER —RNBRRZ
ua%%)EEIZTETEﬁ RIZEZLF=A=1+—H
BAREM 2 EERIES700,0008 7T

EXBEALRS
BAMBRRE B FREESN S EERD
EATREAUTRS

37. CONTINGENT LIABILITIES AND LITIGATIONS
(Continued)
Company
The Company has issued corporate guarantee to certain securities
brokers for securing the credit facilities granted by the brokers to
one of its subsidiaries on securities accounts. As at 31 March 2007,
HK$700,000 of the credit facilities was utilised by the subsidiary.

ﬂ\ﬁ»

38. MATERIAL RELATED PARTY TRANSACTIONS 38.

Save as disclosed elsewhere in these financial statements, the Group
had the following transactions with related parties:

2007 2006
—EBLF —TTREF
Notes HK$'000 HK$'000
HizF FET FrT
Interest expense on loan from BE ARG TERZAE
a related party, unsecured s R @ 1 170
Operating lease charges in V2K EHEER
respect of properties (b) 200 -
Purchase of manufacturing equipment HE A\ ERE 36() 27,789 5,619
Research and development expenses EE R © 726 969
Secondment service income fE T AR IS YA () 2,579 2,628
Notes: Hfat:

(a) REZELF=A=+—H0 —Z@EHAXK
EFE B EEER252,0008 T(Z BT NE:
1,030,000%7T) * MARR—ZEZEEEAE
WA %R 2 ARk Ziﬁgimaﬁ/r&‘ﬁ
T R3E R 2 F B A41,0008 (=T E X
££170,000/87T) °

(@) As at 31 March 2007, short-term loan of HK$252,000 (2006:
HK$1,030,000) was advanced to the Group by a related party in
which a key management personnel of the Group has equity
interest. Interest expenses paid/payable to the related party for the
year amounted to HK$41,000 (2006: HK$170,000).

(b) Operating lease charges in respect of properties of HK$200,000 (b) 200,000 7 (ZFT/N4F ) 2 MRE T

(2006: Nil) was paid to a related company in which a key
management personnel of the Group has equity interest.

The Group has entered into research and development agreement
with a related company in which a director of the Company has
the equity interest. Research and development expenses incurred
by the Group during the year in respect of the agreement was
HK$726,000 (2006: HK$969,000).

Secondment service income of HK$2,579,000 (2006:
HK$2,628,000) were derived from secondment of staff to a related
company in which a key management personnel of the Group has
equity interest.

EERENTREEQR AEEET—F
BEEEAREAZ AR ZBAER-

AEEE—FHRAEAR G LA RER HH
MAR B —BESHE LEEA AR A%
B F sk e L 2 2 B FH £726,000%8
7L (ZFZ /N4 :969,000/87T) ©

2,579,000/ 7T (—FF /<4 2,628,000/ 7T)

ZAEARBUATIR B A —RRE D R
fEHE TR MAKE —2EREEASR
BREAR Bk
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39.

920

FINANCIAL RISK MANAGEMENT

The Group does not have written risk management policies and
guidelines. However, the board of directors meets periodically to
analyse and formulate measures to manage the Group’s exposure
to market risk, including principally changes in interest rates.
Generally, the Group employs a conservative strategy regarding its
risk management. As the directors of the Company consider that
the Group’s exposure to market risk is kept at a minimum level, the
Group has not used any derivatives or other instruments for hedging
purposes. The Group does not hold or issue derivative financial
instruments for trading purposes.

The financial assets of the Group comprise primarily securities in
listed and unlisted companies, trade and other receivables, cash
and cash equivalents. The financial liabilities of the Group comprise
trade and other payables and borrowings.

39.1 Interest rate risk

The Group has no significant interest-bearing assets apart
from cash and cash equivalents. The Group’s interest rate
risk arising from borrowings are disclosed in note 29.
39.2 Foreign currency risk

The Group's exposure to risk resulting from changes in
foreign currency exchange rates is minimal.

39.3 Credit risk

Generally, the maximum credit risk exposure of financial
assets is the carrying amount of the financial assets as shown
on the face of the consolidated balance sheet. Credit risk,
therefore, is only disclosed in circumstances where the
maximum potential loss differs significantly from the
financial asset's carrying amount.

The Group’s trade and other receivables are actively
monitored to avoid significant concentrations of credit risk.
39.4 Liquidity risk
The Group applies prudent liquidity risk management by
maintaining sufficient amount of cash and keeping
committed credit line available from high quality lenders.
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Notes to the Financial Statements (Continued)
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(For the year ended 31 March 2007) (BiZ=ZEZ+F=F=+—HILLFE)

39.

40.

FINANCIAL RISK MANAGEMENT (Continued)

39.5

39.6

Price risk

The Group is exposed to equity security price risk because
of its investments in securities held for trading. They are
stated at fair value at each balance sheet date. The
management monitors and manages this risk exposure by
maintaining a portfolio of investments with different risk
profiles.

Fair Value

The directors consider that the fair value of financial assets
and financial liabilities reported in the consolidated balance
sheet approximate their carrying amounts.

POST BALANCE SHEET EVENT

(a)

On 21 May 2007, a co-operation agreement in relation to
the formation of an associate was signed between Jiangxi
Ganneng Co., Ltd (the “JV Partner”) and China Solar Energy
Development Limited (“CSED"), a wholly-owned subsidiary
of the Group. The associate to be formed will be named as
Jiangxi Ganneng China-sola New Energy Co., Ltd (the “Joint
Venture Company”) and the term of the associate would
be 10 years. The Joint Venture Company will be owned as
to 25% by CSED and 75% by the JV Partner upon
establishment. The total investment of the Joint Venture
Company would be RMB 1,200 million (equivalent to
approximately HK$1,218 million), which comprises
registered capital of RMB400 million and borrowings of
RMBB800 million. The first capital contribution amounts to
RMB50 million (equivalent to approximately HK$50.75
million) of which CSED is required to contribute an amount
of RMB12.5 million (equivalent to approximately HK$12.69
million), which will be paid out by cash in full within seven
business days after fulfilment of all conditions precedent of
the agreement.

During the year ended 31 March 2007, the directors of
two subsidiaries, Terra Solar Global, Inc and Terra Solar North
America, Inc, resolved to exit the photovoltaic business in
the United States. On 27 April 2007, the subsidiaries entered
into an agreement with Solar Co. NJ, in which an immediate
family of a director of the Company has beneficial interests,
to transfer its rights and obligations related to these
operations in the United States. The relevant assets and
liabilities relating to such operations have been classified as
assets held for sale and liabilities associated with assets held
for sale under note 27.
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Five Year Financial Summary

T F B E

Results

Revenue

Profit/ (Loss) before
income tax
Income tax expense

Profit/ (Loss) for the year
Minority interests

Profit/ (Loss) attributable to
equity holders
of the Company

Assets and liabilities

Property, plant and
equipment

Available-for-sale financial
assets

Goodwill

Net current (liabilities)/assets

Total assets less current
liabilities

Convertible notes

Net assets

Share capital
Reserves

Equity attributable to
equity holders
of the Company
Minority interests

Total equity

BRFTSHLAT
=R (B18)
FrS BRI

FPET (BH)
DR R R

ARRERFFAA
eI,
(BR)

BERAE

UER NG G

AHHESREE

kS

nE (A,
BEFE

BERER
mEBAIE

QEEs
BEFE

[EEN
b

ARRESEFAA
FE(E TS

DR R R

BX

MRS

Gl

2003 2004 2005 2006 2007
—FTE= —TTF —TTRF ZTTRF —E2tHF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAETT FAETT FHEIT FHEIT FET
4,784 6,050 3,769 12,354 41,123
5,948 (2,135) (375,796) (97,323) (2,949)
18 - (517) (118) (431)
5,966 (2,135) (376,313) (97,441) (3,380)

- 9 - 1,935 2,857
5,966 (2,126) (376,313) (95,506) (523)
395,018 4 3 12,106 905
- - - - 7,750
53,314 50,602 47,890 140,575 140,575
(6,184) 369,677 38,042 179,774 210,251
442,148 420,283 85,935 332,455 359,481
(69,000) - - - -
373,148 420,283 85,935 332,455 359,481
13,079 17,094 27,525 36,326 38,749
360,069 403,189 58,410 281,408 308,868
373,148 420,283 85,935 317,734 347,617
_ _ - 14,721 11,864
373,148 420,283 85,935 332,455 359,481
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