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Chairman’s Statement
FERETE

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 2008.

OPERATING RESULTS

During the year ended 31 March 2008, the Group recorded a
turnover of HK$97,668,000 (2007: HK$41,123,000). The loss
attributable to equity holders was HK$215,125,000 (2007 as
restated: HK$14,581,000).

The Board does not recommend the payment of a final dividend
for the year ended 31 March 2008.

OUTLOOK

Since our 51% acquisition of Terra Solar Global Inc, a U.S. thin
film photovoltaic (PV) technology provider, we have increased
our stake in Terra Solar to 60% as well as taking a minority in
stake Chinese United Semiconductor Equipment Manufacturing
“CUSEM”
on becoming a leading supplier of thin film PV manufacturing

Inc, known as as an associate. China Solar will focus
equipment, allowing it to capture a leading share of the thin film
PV module business.

The Group can successfully achieve this by Terra Solar’s intellectual
property rights and strong technical know-how to provide industry
leading support to the Group. In addition, CUSEM is a highly
skilled manufacturer of semiconductor thin film PV manufacturing
equipment; China Solar has secured CUSEM as our exclusive thin
film PV equipment manufacturer. With the strong networks of
our OEM partnerships and distributors, we are confident that the
progress of our unique asset light business model can create a
low cost sustainable business environment for China Solar, our
OEM partners and distributors.

China Solar Energy Holdings Limited ® Annual Report 2008
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Chairman’s Statement
FERETE

The United States market alone consumes 25% of the world'’s
energy with only 5% of the world’s population. As the world
looks to raise its standard of living it will increase energy
consumption, the only way this can happen is by renewable energy
with a significant portion coming from PV.

Today China’s energy usage is second only to that of the US and
with a population that is four times that of the United States; it
will surpass that level to become the world’s largest consumer of
energy. China together with the rest of the world must find ways
to meet their increasing need for energy while dealing with serious
issues of pollution and global warming.

Long term growth for thin film technology is tremendous,
consensus various sources including UBS, GS, Photon, LBBW
reports that 2005-2011 CAGR of thin film PV production to reach
77%, which is approximately 3.5GW of total thin film PV output
capacity by year 2011.

China Solar is ready to make some rewarding accomplishments in
one of the most explosive growth sectors. 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.
I would also like to thank the management team and all staff
members for their devoted service and loyalty.

Henry J. Behnke Il
Chairman

Hong Kong, 28 July 2008
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Management Discussion and Analysis
BEENWR DM

BUSINESS REVIEW AND PROSPECTS

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

Photovoltaic Business

For the year under review, the company has successfully delivered,
installed and fine-tuned the first 5SMW thin film a-Si PV
manufacturing line. As a result, revenue contributed by this
segment was HK$93,000,000 (2007: HK$38,324,000). During the
year, some share options were granted to the consultants as
incentive to expedient the deliveries of future thin film a-Si PV
manufacturing lines and some share options were granted to
consultants to encourage them to seek and secure more potential
customers. The amount of these share options was valued to
HK$50,678,000. Consequently, the segment suffered a loss of
HK$57,776,000 (2007: as restated: HK$40,629,000).

Strategic Investments and Capital Market Activities

Due to the sub-prime crisis in the U.S., it has greatly affected the
purchasing power of investors, creating high volatility in the stock
market. As a result, the Hong Kong stock market has plummeted
from record high and is now facing a bearish market condition.
Because of this, the result of this segment was a loss of
HK$1,978,000 (2007: a profit of HK$34,049,000).

Financing Business

For the year under review, turnover contributed by this segment
was HK$2,561,000 (2007:HK$564,000) while result of this
segment was a profit of HK$5,043,000 (2007: a loss of
HK$4,350,000). The increase in both the turnover and the segment
result was due to the continuing adoption of prudent approach
to all the borrowers.

China Solar Energy Holdings Limited ® Annual Report 2008

FBEERAIR

REBEFA NEBEBNE="BFEXEK -
KRR FERERBEAT S EHARE
E X

REBEFEN AR ERNRN ZREA
BEBSMW a-SitKEREAER B uto
4% 15 U A 93,000,000/ 7T (ZEE F:
38,324,000/ 7T) cFAFE A - B A E R AT
a-SIHIKEBREEGMERBLBREFERE
B MASETASBESESDERNEESE
TEFPMAERL R BIRE ZSBRERR
W2 4 %8 £ {E50,678,000/8 T AL 5% D 1B
$%15854857,776,00006 T (— BT+ F: (K&
511) 40,629,000/ 7T) °

EBBERERATB I
HRERAREREBEEYEREECEE N
RERETSEREERNES Al BERE
MSEBEELESMEEERERMM A -G
MUttt 82 FE SIS E 181,978,000 7T
(ZZZ £ F 3% 5134,049,0008 7T) °

MEEK

REBFE o HEE 2 255 52,561,000
BT (T BT 4:564,00087T) MEL LA
& 7 5,043,000 c (ZZEZE L F: BB
4,350,000/ 7C) cE ¥R O BEEILINERE
REEBHMEREAEERNEEBREMR-



Management Discussion and Analysis
BEENWR DM

Overall

We have successfully delivered, installed and fine-tuned the first
5MW thin film a-Si PV manufacturing line to our partner China
Stream Fund Solar Energy Co. Ltd, in Changzhou China, this first
S5MW line is in production. We expect to deliver the remaining 30
units of 5SMW thin film a-Si PV manufacturing equipment to China
Stream Fund Solar Energy Co., by first quarter 2009.

As for the sales contract with Jiangxi Ganneng Co Ltd (listed on
the Shenzhen stock exchange (000889.CH) where China Solar
Energy and Jiangxi Ganneng Co Ltd entered into a JV agreement
to form a JV company where China Solar will supply 10 units of
5MW thin film a-Si PV production equipment to the JV company.
The first line will be delivered after the completion of the 31
units order with China Stream Fund Solar Energy Co.

On September 7, 2007, China Solar Energy Group Ltd and a
NASDAQ listed China Technology Development Group Corp
entered into a cooperation contract relating to the solar energy
Sn02 (solar base plates) production line. China Solar would provide
and sell Sn02 (solar base plates) production lines to China
Technology Development Group based in China Merchants
Zhangzhou Development Zone, Fujian China. At the initial stage,
China Solar would provide and sell 4 units of Sn02 (solar base
plates) production lines. The first line has been delivered and
completed testing. Commercial production is expected to ramp
up to full production within 6 months. The remaining 3 units are
expected to deliver thereafter accordingly.

RNEED B EIESMW a-SI R ERAEST
T AR A BEEIMNTZ%MH China Stream
Fund Solar Energy Co. Ltd » W5 A %2 3 &
BT - HESMWEAEZSRBERALE - A%
BB R ZE T NF EZH]MChina Stream
Fund Solar Energy Co.32 {f E#:304 5MW a-Si
HREREER o

RIEENRNFHFZ S EM 2 IAEERS
BRAF (FEHMRTE000889.CH) I L 2 HE
AR EEXBETIEEERMDBER QAR
BEMERLAE AR BHEEXEBER
AL NAIMEEI0E5MW a-SIt K EREER
H-BIELELB &N China Stream Fund
Solar Energy Co. 2318 ] ERAK & Xt

WZZZEF N A+ H " China Solar Energy
Group LtdEE N @ HTE " E T 2 B R R
SEBRAFRAGESN2(BERBEER)
HERIIZAEAR - FERELT R R EMRRN
hEEREHERENAEE PEMRER
SEERAFMHERHEKNGESN02 (BE
BER) AER-NNTHEER EERLTRHE
RAHE M ABGRESN02 CEERBEAR) £ &
BM-BBREERE TN WEHAR
NEARZEHEZEBELEE AR =IREE
MIEEI R H IR XA o

EEXBERZERBMRDE « 2008FH

7



8

Management Discussion and Analysis
BEENWR DM

On March 28, 2008 our Group announced two thin film
amorphous silicon modules distribution contracts with: 1) Royal
Legend DMCC for 18 months at 3MW at USD2.30/watt, Royal
Legend DMCC will be the exclusive distributor in United Arab
Emirates, Saudi Arabia, Kuwait and Qatar and 2) P & M (Int’'l)
Industrial Co for 1 year at 2MW at USD2.30/watt, P & M (Int'l)
Industrial Co will be the exclusive distributor in Republic of Korea
and Republic of Turkey.

China Solar has begun the implementation of its asset light
business model with two revenue streams, one from the sale of
production equipment and the other from the sale of thin film
amorphous silicon modules.

We are focusing most of our efforts in increasing manufacturing
capacity with our existing OEM manufacturing partners, as well
as securing distribution agreements to match current
manufacturing capacity, additional agreements will be announced
as PV manufacturing capacity becomes available.

FINANCIAL REVIEW

Results

For the year ended 31 March 2008, the Group recorded a total
turnover of HK$97,668,000 (2007: HK$41,123,000). The increase
was due to the completion of one 5MW thin film a-Si PV
manufacturing line.

Loss attributable to equity holders of the Company was
HK$215,125,000 (2007: as restated: HK$14,581,000). The reason
to restate the loss attributable to equity holders of the Company
for last year was that there was a prior year adjustment to reclassify
the goodwill arising from the acquisition of 51% interests in
Terra Solar group to intangible assets. According to the accounting
standards, intangible assets should be amortised over its useful
life which is 10 years. Accordingly, amortisation expense of
HK$14,058,000 was incurred resulting that the loss attributable
to equity holders of the Company for last year was increased
from HK$523,000 to HK$14,581,000.

China Solar Energy Holdings Limited ® Annual Report 2008
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Management Discussion and Analysis
BEENWR DM

Loss attributable for the year mainly because a) the Company
completed one 5MW thin film a-Si manufacturing line. Because
of this, the functional currency of the Company was claimed to
be US dollars since all the sales and purchases were quoted in US
dollars. Last November, the Company issued warrants in HK dollars
which was different from the functional currency, i.e. US dollars.
Under the current accounting standards, the warrants issued in
HK dollars last November was treated as financial assets at fair
value through profit or loss notwithstanding HK dollars was
pegged with US dollars. The effect of this was that a non-cash
expense of HK$87,230,000 was incurred; b) to expedient the
deliveries of future thin film a-Si PV manufacturing lines and to
seek for the relevant potential customers and investors, share
options were granted to employees and consultants as incentives.
As a result, a non-cash expense of HK$117,472,000 was incurred
due to the recognition of the fair value of the share options
granted. Among the expenses, of which HK$9,443,000,
HK$5,320,000 and HK$102,709,000 were allocated to the cost
of long-term service contracts of photovoltaic business, staff costs
and consultancy fee respectively; ¢) an amortisation of the
intangible assets of HK$14,058,000. If the above factors were
taken out, the operating result after adjusting the above factors
was a positive figure of HK$3,635,000 which was better than of
the last year.

Liquidity, Financial Resources and Funding

At 31 March 2008, the Group had net current assets of
HK$143,145,000 (2007: HK$210,251,000) and cash and cash
equivalents HK$48,639,000 (2007: HK$52,183,000). The decreases
were because part of the cash was paid to supplier as deposit for
the production line and part of the cash was paid to invest in
financial assets through profit or loss. 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 200% (2007: 402%),
reflecting adequacy of financial resources.

The indebtedness of the Group as at 31 March 2008 was
HK$600,000 (2007: HK$700,000).
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Management Discussion and Analysis

BEEBE W R DN

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 (“2005 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. During
the year, the Company issued 375,700,000 shares due to the
exercise of the 2005 Warrants. Upon the maturity of the exercise
period of the 2005 Warrants, all 2005 Warrants have been
exercised.

In November 2007, the Company issued up to a maximum of
751,980,000 listed warrants (“2007 Warrants”) by way of private
placing at the issue price of HK$0.034, each conferring the right
to subscribe for one new share at the initial exercise price of
HK$0.52 up to an aggregate amount of HK$391,029,600 at any
time during the period from 13 November, 2007 to 12 November,
2009. During the year, none of the 2007 Warrants has been
exercised.

During the year, exercise of share options resulted in the issue of
121,400,000 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.

China Solar Energy Holdings Limited ® Annual Report 2008
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Management Discussion and Analysis
BEENWR DM

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 2008, the Group’s trading securities with market
value of HK$Nil (2007: HK$3,487,000) have been pledged to
secure stock brokers loans of HK$Nil (2007: HK$700,000) 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 2008, the Group had 36 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

EENRSEEEAERE

CHAIRMAN AND NON-EXECUTIVE DIRECTOR
Mr Henry J. BEHNKE Ill, aged 48, was appointed as a Chairman
and non-executive director of the Company on 10 September
2007. Mr. Behnke is the leader in Terra Solar's Kiss a-Si Platform
("KASIP"). The KASIP combines the valuable intellectual property
that Terra Solar have built and accumulated for many years. Being
a 25 years veteran and the Chief Operating Officer of Terra Solar
Group, the subsidiary of China Solar Energy Holdings Limited,
Mr. Behnke has 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, NY, Bridgend, Wales (UK) and Lens, France. His
responsibilities with Terra Solar Group focused on 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 holds 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.

EXECUTIVE DIRECTORS

Mr Pierre SELIGMAN, aged 42, 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 52, 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.
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Mr CHAN Wai Kwong Peter, aged 55, 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 and an independent non-executive director of China
Golden Development 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".

Mr ON Kien Quoc, aged 48, was appointed as an executive
director of the Company on 10 September 2007. Mr. On is a
Certified Commercial Investment Member of the CCIM Institute
in the United States of America. Mr. On has extensive experience
in the field of corporate strategy, marketing solutions and business
development and he is the business development manager of
Evergreen Equity Investment, LLC, an investment consultancy
company based in the United States of America. Mr On has been
the independent non-executive director of REXCAPITAL Financial
Holdings Limited for the period from 14 September 2004 to 17
April 2007.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr CHOW Siu Ngor, aged 53, 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 two other
listed companies in Hong Kong namely CCT Tech International
Limited and REXCAPITAL Financial Holdings Limited respectively.
He is also a non-executive director of another listed company in
Hong Kong, namely Premium Land Limited.
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Mr YIN Tat Man, aged 48, 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 52, 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 47, 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.
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Dr Steve T CHEN, aged 50, 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 and Director for
Taiwan Business Association (Hong Kong). Dr Chen joined the
Group in March 2006.

Dr Yuan LEE, aged 57, CEO of the TerraSolar Group, joined
TerraSolar at the end of 2004 as the Group's CEQ. 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 50, 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),
lJsselstein 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).
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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.
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TEERMRE
3. REGULAR BOARD MEETINGS EHEEESEE

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
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before the Board meetings.

During the year, twenty-six board meetings, of which REE-_ZZNFZA=+—HILFE
twenty-four were regular board meetings and two were audit BRIT TN ggx AP -_+H
committee meetings, were held during the year ended 31 RRETHESFEER MMARBTREE
March 2008. BN
Individual attendance of each of the directors is set out EEZZHEMNEREERINET:
below:
Meetings attended/
Eligible to attend
CHEEBRE
Directors B CEREEERRY
Executive directors HITEE
Mr Pierre Seligman Pierre Seligman?t & 24
Mr Chu Chik Ming Jack RIE A S A4 8
Mr Chan Wai Kwong Peter BRAX A 24
Mr On Kien Quoc On Kien Quoct &
(appointed on 10 September 2007) (RZZEZTEFNA+HEEZMT) 14
Non-executive director FHITEF
Dr Zoltan J. Kiss (Chairman) Dr Zoltan J. Kiss (F /&)
(resigned on 26 August 2007) (RZEZEFNAZ+BEMT) 1
Henry J. Behnke I Henry J. Behnke I
(appointed on 10 September 2007) (RZZEZTEFNA+HEEZT) 6
Independent non-executive directors BUIFNITESF
Mr Chow Siu Ngor ;R A 10
Mr Yin Tat Man RENEAE 8
Mr Tam Kam Biu, William IR L 15
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BOARD COMMITTEES

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.

During the year, the works performed by Audit
Committee were mainly set out below:

- reviewed the interim results for the period ended
30 September 2007 and annual results for the
ended 31 March 2008 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

China Solar Energy Holdings Limited ® Annual Report 2008
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- reviewed, recommended and approved the
remuneration of external auditors

b. 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.

DIRECTORS’ AND AUDITORS'
ACKNOWLEDGMENT

Messrs Grant Thornton, the ex-auditors of the Company,
acknowledge their reporting responsibilities in the auditors’
report on the financial statements for the period ended 30
September 2007 while Messrs Deloitte Touche Tohmastu,
the auditors of the Company, acknowledge their reporting
responsibilities in the auditors’ report on the financial
statements for the year ended 31 March 2008.
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AUDITORS' REMUNERATION

The fees paid/payable to the group’s external auditors for
audit service for the year ended 31 March 2008 was total
to HK$2,326,000.

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
Shareholders of the

Company are encouraged to attend the annual general

“www.chinasolar-energy.com”.

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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The directors of the Company (the “Directors”) submit herewith
their annual report together with the audited financial statements
for the year ended 31 March 2008.

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 41 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 9 to the financial statements.

RESULTS AND APPROPRIATIONS
The results of the Group for the year ended 31 March 2008 are
set out in the consolidated income statement on pages 34.

The directors do not recommend the payment of any dividends in
respect of the year ended 31 March 2008 (2007: Nil).

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment during
the year are set out in note 20 to the financial statements.

SHARE CAPITAL

Details of the movements in share capital of the Company are set
out in note 34 to the consolidated financial statements.

DISTRIBUTABLE RESERVES

At 31 March 2008, the Company’s reserves available for distribution
to shareholders was HK$455,421,000 (2007: HK$308,868,000) which
represented the net balance of contributed surplus of approximately
HK$596,248,000 (2007: HK$596,248,000), general reserves of
approximately HK$984,142,000 (2007: HK$810,146,000) and
accumulated losses of approximately HK$1,124,969,000 (2007:
HK$1,097,526,000).
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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.

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

(resigned on 27 August 2007)
Henry J. Behnke I

(appointed on 10 September 2007)

Executive Directors
Pierre Seligman
Chu Chik Ming Jack
Chan Wai Kwong Peter
On Kien Quoc
(appointed on 10 September 2007)

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
Chan Wai Kwong Peter, Mr Chow Siu Ngor and Mr Tam Kam Biu
William retires and, being eligible, offers himself for re-election
at the forthcoming annual general meeting.
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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

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.

DIRECTORS” AND CHIEF EXECUTIVES’
INTERESTS IN SECURITIES

As at 31 March 2008, 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

EECZRBEHN

BRES B REAFAS LERRETY
£ mRA D AR EA AN B AT LR
1B (—BURE B EB SN BIT RN —F
P LB R B 2 BRI A 4

EEMEAHNES

ADF HERATHAEENEA SR
(LT B A R A T ST AL F RS R
PEBS RS AR M E FRN AR EE AR
BEAH-

EERFETHRAEZESER

R-ZBEZENF=ZA=+—"R EFRARAE
RITRABREEFZHBEATRARE 2N
THRAELBEEARAREES KBME KD
([BEHFRHEE]) F352RAFE 24 M
NZBRIORR FIRBE LT AR ESETE
FRSOFRESTR ([RETR]) EMEARR
AMEEMARSMARRAR ([BXA]) 2
BRIOABRWT:

RELAFTAEREEIELTEER (K
) Z2HR

Percentage of issued

Type of interest

share capital

EEHE il = E=ER HERTRABES L
Pierre Seligman (“Mr Seligman”) 34,700,000 Beneficial 0.79%
Pierre Seligman ( [ Seligman4E 4 1) (Note a) '

(Mt3Ea)
Chu Chik Ming Jack ("Mr Chu") 1,000,000 Beneficial 0.023%
KRER ([REED) (Note b) '

(P 5 b)
Chan Wai Kwong Peter (“Mr Chan") 500,000 Beneficial 0.011%
BRAY ([BREA]) (Note ¢) B

(KI&Eo)

FEXE

BERIEMR AR A A o 2008F
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Notes:

a. 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.

b. Mr Chu is beneficially interested in 1,000,000 options granted by the
Company.

C. Mr Chan is beneficially interested in 500,000 shares of the Company.

Save as disclosed above, as at 31 March 2008, 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.
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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.

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.

BEREZIEERESEET ETSERQ)
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B R P52 W (& (D)0 7 B 52 35 i BB A
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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 539,917,006 Shares (representing 12.35% 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:

BRETFRAKODESSRET EERE
AR AR B B RED M 10F BBV RAT{T(E -
RARNNEAETEAMMSEREERE &R
HiR -Zr8BER —_E——F+tA-ThAHE
i ©

BREBEZFEAT TFTRIT 2R EERA
539,917,006% (Mh A A4 B BB BT %
2 12.35%) °

RAFERBZTEMELERE 2 Z8 00
T

At Granted Exercised Lapsed At Date of Exercise
Name/Category of 1 April during during during 31 March offer to price per
participant 2007 the year the year the year 2008 grant options share  Exercisable period
R-BRtE RZBENE  BRE
SEEEE/EH mE-H FERRE FRTE ERE® ZA=1-8 REBH GROEE AUAEH
(HKS)
(1)
Directors £
Pierre Seligman 23,100,000 - - - 23,100,000 25/11/2004 0.088 20/12/2004 - 19/12/2014
1,600,000 - - - 1,600,000 22/6/2005 0.166 27/6/2005 - 26/6/2015
Chu Chik Ming Jack 1,000,000 - - - 1,000,000 22/6/2005 0.166 27/6/2005 - 26/6/2015
REH
Employees 25,000,000 - (25,000,000) - - 22/6/2005 0.166 27/6/2005 - 26/6/2015
EE 300,000 - (300,000) - - 22/6/2005 0.166 20/7/2005 - 19/7/2015
Directors and employees of - 30,000,000 - - 30,000,000 4/9/2007 0.566 3/10/2007 - 2/10/2017
the associate
BENNESRER - 19,700,000 - - 19,700,000  4/9/2007 0.566  3/10/2007 - 2/10/2017
Consultants 16,117,006 - - - 16,117,006 22/12/2003 0.160 2/1/2004 - 1/1/2014
B R 39,200,000 - (16,100,000) - 23,100,000 25/11/2004 0.088 20/12/2004 - 19/12/2014
53,000,000 - (53,000,000) - - 22/6/2005 0.166 27/6/2005 - 26/6/2015
126,000,000 - (27,000,000) - 99,000,000 22/6/2005 0.166 20/7/2005 - 19/7/2015
- 326,300,000 - - 326,300,000 4/9/2007 0.566 3/10/2007 - 2/10/2017
285,317,006 376,000,000 (121,400,000) - 539,917,006

Notes: a)  the closing price of the shares as stated in the Stock Exchange's
daily quotations sheet on the date of grant was HK$0.560.

b)  the average of closing price of the shares as stated in the Stock

Exchange’s daily quotations sheet for the five business days
immediately preceding the date of grant was HK$0.566.
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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 Competing business

WERONERERE 2L H

B EXFrRBEEIN AR HEERARHF
5 BT /B8 2~ A 3t EL AR ] P B X B A A AT B
B ES BT ESEFTAZBAN
ANRSEMEMAR Z R REEZMEam-

ESRHF

R H 2Em
BRI LT HRIEE10Q) B F A MR

AENAIGEEARERGEERIBEESRF
XGRS BRENT:

AUEE BEMER

REXCAPITAL Finance Limited (“RFL") Money lending

RPI Finance Limited (“RPI") Money lending

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

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 D&M
Finance Limited, have acted and will continue to act in the best
commercial interest of the Group.

WEEEARAR ([BREE]) B

HEMHEERAR ([HEMB]) e
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SUBSTANTIAL SHAREHOLDERS
As at 31 March 2008, 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:

IEHQ?

RZEBEZENF=ZA=+—B RERQAREF
HFRBMEGROIEIBCKRBEFTEZ RS T
FINERARBRO TR Z S IOAE A
T

Long Position in the Shares RBRBZEFE
Approximate
Directly Through percentage of
beneficially controlled Total issued share
owned corporation number capital
EiB HEBTRA
Name of Shareholder BRRERB BEEERES ZEEE #wEy HAESH
Li Di (notes 1, 2) FH (P~ 2) 189,690,000 704,250,000 893,940,000 20.45%
Topskill Holdings Limited Topskill Holdings 84,250,000 620,000,000 704,250,000 16.11%
(notes 2, 3) Limited (FF7E2 ~ 3)
Multichannel Investments Multichannel
Limited (note 3) Investments Limited
(P 5E3) 620,000,000 - 620,000,000 14.18%
Och Daniel Saul Och Daniel Saul 256,480,000 - 256,450,000 5.87%

Notes:

1. The interest of 189,690,000 Shares includes interest in 91,740,000
underlying Shares in connection with derivatives listed on the Stock

Exchange.

2. Topskill Holdings Limited is wholly owned by Mr Li Di and the interest
of Topskill Holdings Limited in 704,250,000 Shares is reported as interest
of Mr. Li Di through controlled corporation.

3. Multichannel Investments Limited is the wholly owned subsidiary of

Flytech Holdings Limited which is wholly owned by Topsill Holdings
Limited. The interest of Multichannel Investments Limited in 620,000,000
Shares is reported as interest of Topskill Holdings Limited through

controlled corporation.

Save as disclosed above, the register required to be kept under
section 336 of the SFO shows that as at 31 March 2008, 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.
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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 2008 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 2008.

BANK LOANS AND OTHER BORROWINGS
Particulars of bank loans and other borrowings of the Company
and the Group as at 31 March 2008 are set out on note 32 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 112.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
byelaws 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 2008.
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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 2008, 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.

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficiency of public float
throughout the year ended 31 March 2008.

AUDITORS

Messrs Grant Thornton resigned as auditors of the Company on 3
June 2008, and Messrs Deloitte Touche Tohmatsu were appointed
as auditors of the Company on the even date to fill the casual
vacancy so arising. A resolution will be submitted to the annual
general meeting to re-appoint Messrs. Deloitte Touche Tohmatsu
as auditors of the Company.

By order of the Board

Pierre Seligman
Managing Director

Hong Kong, 28 July 2008
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Deloitte.
=Z)

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
(collectively referred to as the “Group”) set out on pages 34 to
111, which comprise the consolidated balance sheet as at 31
March 2008, 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
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation
and the true and fair presentation of these consolidated 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 the consolidated
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.
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AUDITOR’'S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
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 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 consolidated financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material
misstatement of the consolidated financial statements, whether
due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and
true and fair presentation of the consolidated 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
consolidated financial statements.

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

In our opinion, the consolidated financial statements give a true
and fair view of the state of affairs of the Group as at 31 March
2008 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.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

28 July 2008
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Consolidated Income Statement

Rk

For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

2008 2007
—EEN\F —ETEF
NOTES HK$'000 HK$'000
B o FET FHB T
(restated)
(E31))
Revenue A 8 97,668 41,123
Other income H U A 10 9,593 4,768
Net gain on financial assets NRanBEIABREEZ
at fair value through profit or loss PREE W= FE 11 1,206 36,997
Costs of long-term service contracts of J R ZE TS = EA AR 7%
photovoltaic business B HI R AN (76,906) (27,566)
Staff costs BIXA 12 (20,219) (21,780)
Consultancy expenses B 8 B 2 (107,270) (5,233)
Loss on derivative financial instruments SHEARFEEESRBE
classified as financial liabilities held PTESBIAZER
for trading 33 (87,230) -
Depreciation of property, ME--WERZETE
plant and equipment (239) (623)
Amortisation of intangible assets B A EHE (14,058) (14,058)
Reversal of (allowance for) bad and RIZERE B (FE)
doubtful debts 2,500 (4,425)
Loss on remeasurement to BEFEREHEENR
fair value less costs to sell AREEBE 30 - (2,717)
Other operating expenses Hi & &M (19,768) (23,043)
Share of loss of an associate i —EEE AR 2 EiE (582) =
Finance costs LN 13 (18) (450)
Loss before taxation R %1 B & 1B (215,323) (17,007)
Taxation Bi1E 14 (996) (431)
Loss for the year FABE 15 (216,319) (17,438)
Attributable to: T
Equity holders of the Company KRB E=FE A (215,125) (14,581)
Minority interests DER R (1,194) (2,857)
(216,319) (17,438)
HK cents HK cents
Bl il
Loss per share BREBE 19
Basic HAKR (5.11) (0.39)
Diluted e N/ATE A N/AT i A
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Consolidated Balance Sheet

SREEEGER

As at 31 March 2008 R-—ZEZENFE=A=+—H

2008 2007
—EENF —EELF
NOTES HK$'000 HK$'000
B = FET FAET
(restated)
(&E71))
ASSETS AND LIABILITIES EERER
Non-current assets ERBEE
Property, plant and equipment ME - -WE R&EH 20 752 905
Intangible asset B AE 21 110,117 124,175
Goodwill kS 22 17,213 -
Interest in an associate R — & AR 2 23 6,738 =
Available-for-sale investments A EEHE ZIRE 24 = 7,750
Amount due from the majority JE W — %H‘s‘“&“ﬂ
shareholder of an associate N T 23 16,517 -
Other receivables H {th jE W B 26 10,062 -
161,399 132,830
Current assets RBEE
Trade receivables JiE Us BR 3K 25 69,735 25,755
Deposits, prepayments and Ze FENRER
other receivables H th fE W SR IR 26 61,155 65,820
Amount due from a shareholder JE W — & PR R 5K IR 27 6,713 19,833
Amount due from a minority shareholder EH— % 9%@%??&2@ 27 - 420
Amount due from related companies JE W B8 3 A Bl 5K IA 27 17,264 657
Financial assets at fair value AR E TE?'J)\TE@HEZ
through profit or loss TRLEE 28 83,377 52,274
Tax recoverable A Y = 74 18 - 674
Pledged bank deposits B RITER 29 = 8,051
Bank balances and cash RITEHR LIRS 29 48,639 52,183
286,883 225,667
Assets held for sale FIENEEE 30 = 54,220
286,883 279,887
Current liabilities REEE
Trade and other payables JE 151 BR 5% I EL b JE {5 3R IR 31 28,855 25,260
Amount due to a shareholder JE — B IREKIA 27 - 15
Taxation payables FE 1S B IR 1,486 1,066
Borrowings BE 32 600 700
Derivative financial instruments PTESBMITA 33 112,797 =
143,738 27,041
Liabilities associated with assets HAYBBKFELHEZ
classified as held for sale EEE#HCEE 30 = 42,595
143,738 69,636
Net current assets REBEEFE 143,145 210,251
Total assets less current liabilities EEABRREEE 304,544 343,081
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Consolidated Balance Sheet
mEeBEEBEBXR

As at 31 March 2008 R-—ZEZENFE=A=+—H

2008 2007
—EENFE —EELF
NOTES HK$'000 HK$'000
F 2 FE T F#E T
(restated)
(E31))
EQUITY R

Share capital g 7= 34 43,720 38,749
Reserves f& s 251,339 291,864

Equity attributable to equity holders RARERFEARGER
of the Company 295,059 330,613
Minority interests A B RG BR ME a 8,508 11,864
Share option reserve of a subsidiary —HNB AR BRERE 977 604
Total equity R 304,544 343,081

The consolidated financial statements on pages 34 to 111 were
approved and authorised for issue by the Board of Directors on
28 July 2008 and are signed on its behalf by:

Pierre Seligman
DIRECTOR
EF
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Consolidated Statement of Changes in Equity
SARBREDE

For the year ended 31 March 2008 HZE_-_ZTNF=—_A=+—HIFE

Attributable to equity holders of the Company

KAAEREEAER

Share Share option
Share Share option  Contributed Warrant  Accumulated Minority  reserve of Total
capital  premium reserve surplus reserve losses Total interests a subsidiary equity

-B

BRE AR L8 WEARZ
Bx  RHEE @ BABH%  EREE  RiER @it RRER RRERH BER
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THL THL THL THL THL THL THL THL THL THL

(Note a) (Note b) (Note a)

(M) (MiEh) (M)

At 1 April 2006, as previously stated RZZZXEMA— B Wai A5 36,326 735,824 22,569 596,248 23,770 (1,097,003) 317,734 14,721 - 332455

Prior year adjustments TERR - - (137) - - (2,342) (2,479 B 137 (2,342)

At 1 April 2006, as restated RZZEAFMA-R £ES 36,326 735,824 2432 596,248 23,770 (1,099,345 315,255 14,721 137 330,113

Loss for the year and total recognised FRBEERENERRX AR

expense for the year - - - - - (14,581) (14,581) (2,857) - (17,438)

Exercise of warrants TRRREE 1,694 25,350 - - (7,388) - 19,656 - - 19,656

Exercise of share options TERRE 729 13,906 (4,352) - - - 10,283 = = 10,283

Recognition of equity-settled share BRNEREE

based payments KRB %2 RE - - - - - - = = 467 467
At 31 March 2007, restated R=ZFt§=A=1+-R &Jl 38,749 775,080 18,080 596,248 16,382 (1,113,926) 330,613 11,864 604 343,081
Loss for the year and total recognised FRBEERENERR XA

expense for the year - - - - - (215125 (215,125 (1,194) - (216,319
Acquisition of additional interest EE-BNBARER

in a subsidiary - - - - - - - (2,162) - (2,162)

Exercise of warrants R RREE 3,757 56,206 - - (16,382) - 43,581 - - 43,581

Exercise of share options TRERE 1,214 26,885 (9,202) - - - 18,897 - - 18,897

Share issued expenses R BTRX - (6) = = = = (6) = = (6)

Recognition of equity-settled share BANERLEER

based payments KRB Z 2 RE - - 117,09 - - - 117,09 - 373 117,472

At 31 March 2008 R=BENEZA=t+-A 43720 858165 125977 596,248 - (1,329,051) 295,059 8,508 977 304,544

Notes: B 2%

(@)  The share option reserve arises from the share based compensation (a) PERERGEIDESEMFISAMAR T R — KB
regarding the share options granted by the Company and a subsidiary REFAH N 2 R R BUARD X4 2 fEmE
as referred to in note 35. GEw

(b) (i) Pursuant to a special resolution passed on 11 August 2001, a (b) (i) $ETJ§*IEEA’§’—?*¢/\H +—HBGBZ

capital reorganisation was undertaken which involved share

subdivision on the basis that every issued and unissued share of

$0.10 each in the capital of the Company was divided into two

subdivided shares of $0.05 each and the nominal value of each

of the subdivided shares in issue was reduced from $0.05 to

$0.01 by cancelling $0.04 paid up capital on each issued

subdivided share. Every unissued subdivided share of $0.05 each

was further divided into five new shares of $0.01 each. The

reduction in share capital amounted to $419,002,000 was credited

to the contributed surplus.

FRIRZRR BETERNEA BRI RRK
B HEBBEARARARA+TEREE
010 EREBRTRABITIRODIFA
R A% 53 A% T fE0.057T 2 2 B9 - W iE 8
BERBEETHOTRRD 2B R EARTH
0.047T  #HEREETHIFRM 2 EEH
0.057CHIE Z0.017T B E {50.057T 2
BRAETHOFROE— T RARER
E{E0.017T 2 %A% « IR A< Il )5 419,002,000
TT—EEFARARER-
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Consolidated Statement of Changes in Equity
HEEREBER

For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

(i) Pursuant to a special resolution passed on 29 July 2002, a capital (i) WE-—BR=-ZEZ-_FtA-+IBBA
reorganisation was undertaken on 30 July 2002 to consolidate ZRABR RZTE_FEA=+H
shares on the basis that every twenty issued and unissued shares BETEARNEH REARAIRAFE=
of $0.01 each in the capital of the Company were consolidated TREREECOITTZEEHTRAREITR
into one consolidated share of $0.20 each. The nominal value of DeEMA—RERKRMEEC20TZE HIRH
each of the consolidated shares in issue was reduced from $0.20 ZEEETROEH - ZBEEREENT
to $0.01 by cancelling $0.19 paid up on each issued consolidated EHBRODZHRERZTHIITEFER
share and the subdivision of each unissued consolidated share of EE0.20L 2 BRARBITEHRMNIHFA
$0.20 each into twenty new shares of $0.01 each and as a result, Z+REREE T ZHKR FRE
an amount of $177,246,000 was credited to the contributed TEFRH ZEMERO0.207THI R ZE0.01
surplus. JCe A It AR R #5177,246,00070 51 A &4

A& ghe
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Consolidated Cash Flow Statement

MERETMEBR

For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

2008 2007
—EENE —EELF
HK$’000 HK$'000
FET FAT
(restated)
(&%)
Cash flows from operating activities RETHZHERE
Loss before taxation B % Al &S 18 (215,323) (17,007)
Adjustments for: I
Interest expenses MERX 18 450
Interest income B WA (1,520) (2,060)
Dividend income A% Bk A (33) 9)
Depreciation of property, ME- -WMERZETE
plant and equipment 239 623
Bad debts written off 17 B il 85 912 =
Amortisation of intangible assets mILEEEH 14,058 14,058
Loss on disposal of property, HEME BERZEZEBE
plant and equipment - 178
Share-based payment expenses ARt 213 2 B X 117,472 467
Share of loss of an associate SME—HEBE QAR 2 EE 582 -
Change in fair value of MESMTAEZAREBEES
derivative financial instruments 87,230 -
Change in fair value of financial assets INAREBAEIAEBREEZ
at fair value through profit or loss TREEZAREEEE 17,531 (20,267)
(Reversal of) allowance for bad and R (D) # &
doubtful debts (2,500) 4,425
Loss on remeasurement to BEFFEREEENRT
fair value less costs to sell NAEBEZERE - 2,717
Operating gain (loss) before working EEEcPHAILE Ra (BE)
capital changes 18,666 (16,425)
Increase in inventories FEEm - (239)
Decrease in amount due from JElA N TREFZHER D
customers for contract work - 18,140
Increase in financial assets MARBAEIAEZRZ
at fair value through profit or loss S REEE M (48,601) (15,825)
Increase in trade receivables /& Ui BR FX 2 0 (41,480) (45,845)
Increase in deposits, prepayments and B TN RIE R HE M E K
other receivables FXIE HE 0 (23,573) (90,064)
Increase in trade and other payables JE 1 AR R % EL i B A< SR IR 3 A0 3,595 26,773
Cash used in operations KERAIR S (91,393) (123,485)
Interest received B W F B 1,520 2,060
Tax refunded 2R [ B 18 98 =
Net cash used in operating activities EETEBFTAIR & F 5 (89,775) (121,425)

EEXBERERBMRADE » 2008FH
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Consolidated Cash Flow Statement

MERETMEBR

For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

2008 2007
—EENE —ETLF
HK$'000 HK$'000
TER FH T
(restated)
(E751))
Cash flows from investing activities REZDHZHRERE
Acquisition of additional interest HEE—HNE AR R
in a subsidiary (19,375) -
Payments to acquire property, BAYE BB R&EBENRK
plant and equipment (202) (2,965)
Proceeds from disposal of property, B EYE BRE R& TS RIE
plant and equipment 116 32
Purchase of available-for-sale investments BARHEEZRE - (7,750)
Proceeds from disposal of HERHEE 2
available-for-sale financial assets TREESRIA 7,750 =
Investment in an associate R—EEE AR 2’E (7,320) =
Proceeds from disposal of PERFEHEZ
disposal group held for sale &4 & P 518 11,625 =
Repayment from a shareholder m—BRRER 13,120 15,720
Advance to the majority shareholder of BT E SRR RRE 28K
an associate (16,517) -
Repayment from a minority shareholder M AR R E K 420 3,488
Repayment from (advance to) BE (KT BEAT 2R
related companies 657 (657)
Decrease (increase) in pledged bank deposits & 4R 17 17 7B 2> (3 40) 8,051 (8,051)
Net cash used in investing activities KEEDFTAR®FE (1,675) (183)
Cash flows from financing activities MEITBCHEERE
Interest paid AT HE (18) (450)
(Repayment to) advance from a shareholder (/A — &R R ER)
—BRRREHR 2 BR (15) 15
Proceeds from borrowings BEEFSRIA - 700
Repayments of borrowings EEEE (100) (3,832)
Proceeds from issue of warrants BT RIRME R PTIS IR 25,567 =
Proceeds from exercise of warrants 1T{E R A% HE 75 AT 15 3R 43,581 19,656
Proceeds from exercise of share options 17 {5 B8 % #E P 15 0B 18,897 10,283
Share issued expenses %19 817 F 2 (6) =
Net cash generated from financing activities gl & /EEFTSIE & F 58 87,906 26,372
Net decrease in cash and cash equivalents BE&RBEEEBYRLD BHE (3,544) (95,236)
Bank balances and cash at beginning REBEENZ
of financial year BITHBRES 52,183 147,419
Bank balances and cash RUBEFERZ
at end of financial year BITHERBRES 48,639 52,183

China Solar Energy Holdings Limited ® Annual Report 2008




Notes to the Financial Statements

B 75 S Ak MY

For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

GENERAL

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 and the trading of its
American depository shares on the over-the counter market
was commenced on 29 January 2007 in the United States.

During the year, the Company has determined that its
functional currency has changed from Hong Kong dollars
("HKD") to United States dollars (“USD") as the Company
has, through its subsidiaries, substantially increased its
activities in photovoltaic business, of which most of the
sales and purchases contracts are denominated in USD.

As the Company is listed in Hong Kong, the directors
consider that it is appropriate to present the consolidated

financial statements in Hong Kong dollars.

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

- 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”)

- provision of capital market advisory services

- participation in primary and secondary securities market

- money lending

—REH

FEEREERBIERBRAAE ([A2F]])
REBREFZMAZ 2 ERAF - ARATF
TEERMEB WA AT EEBFRRE
MR- ARARMR BB BN
BRAREM-ARAERILE —HEE
EREFREME XEREEFCR
ZERLF AT NLBERBERVEBRSI

MmZEB-

FAARBRESENEEHHET
(MEBrl)sARxEx([Ex]) REAR
REIEEBEME QR AREEMEIRE
Bag ER KMo BEEA N TIAEKITE
B

HRARBREE LT HREFRRINE
TRIGEMBRRRRIRE -

AR REKBAR (REIAKE]) X
ENENTES:

- ABREBBEZXRABRESHM A
HEERIAR LE EHNHE
S UARBEBEZEIRER R
(T IREB])

- RHEBEXRTSERERS

\
g

2ETBERARBEFTS

\
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Notes to the Financial Statements

B 75 S Ak MY

For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

2.

RE-STATEMENT OF COMPARATIVE
FINANCIAL INFORMATION

In the current year, the Group has made the following

restatements:

(i)

On 19 January 2006, the Group acquired 100% of the
issued share capital of Eaglefly Technology Limited
("Eaglefly”) together with the shareholders’ loan (the
“Acquisition”) from Multichannel Investments Limited.
Eaglefly is incorporated in the British Virgin Islands
and is an investment holding company. As at the date
of the Acquisition, Eaglefly had 51% equity interests
in Terra Solar Global, Inc (“TSG"), which had 100%
equity interests in Terra Solar North America, Inc.
("TSNA", together with TSG collectively, the “TS
Group”).

As at the date of the Acquisition, TSG owned 100%
interest in TSNA, a patent in application (the “IP asset”),
and certain tangible assets relating to photovoltaic
technology.

The purchase consideration comprised US$3,145,000
(equivalent to HK$24,374,000) by way of cash and
HK$133,800,000 by issuing 600,000,000 ordinary
shares of the Company at the price of HK$0.233 per
share which represented the market price of the
Company’s share at the date of the Acquisition. After
taking into account the professional fees directly
attributable to the Acquisition of HK$3,224,000, the
total acquisition cost amounted to HK$161,398,000.

China Solar Energy Holdings Limited ® Annual Report 2008

2.

BRI BEN

MRAFEE RNREEZEINTIEH:

RZZEZERE—HA+TNLA X&E
@] Multichannel Investments Limited
I B Eaglefly Technology Limited
(TEagleflyl) 100% 2 % 77 j% 7\ &
R EREE K ([HhE]) oEagleflyrd 2
BRZESEMAL A—I8EE
AR R UL HE B - Eagleflyf &
Terra Solar Global, Inc([TSGJ)
51%MR AN #E %5 - M TSGRIFF A Terra
Solar North America, Inc. ([TSNAJ -
BRITSGHME [TSERE ) 100% % A
g o

RUEE B TSGHE A TSNAZ 2 B0 1
@ BEREAB R ZERER (TA
HEEREE|) RETANLEE-

Uz & R {EFR 3,145,0005% 7T (FER
24,374,000 70) AR & S 1+ H &
133,800,000/ 7T Bl % 8 A & &
0.233% 7T (VAR AR H R U EE B
Z T {B) #717600,000,000/% 7K 2 &)
T@ERI M -ERAREBEERE SN
2B EE 3,224,000/ 7T U
BERK AN /161,398,000 It °



Notes to the Financial Statements

B 75 S Ak MY

For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

2.

RE-STATEMENT OF COMPARATIVE
FINANCIAL INFORMATION (Continued)

(i)

In prior years, the Acquisition was accounted for using
purchase method of accounting and the excess of the
cost of the Acquisition of HK$161,398,000 over the
fair value of the Group’'s share of the identifiable net
tangible assets acquired of HK$20,823,000 was
recorded as goodwill of HK$140,575,000.

Prior to the date of the sale and purchase agreement
entered for the Acquisition, no operation had been
carried out in TSG and TSNA. Therefore, the Group
had acquired entities that did not constitute a business.
In the current financial year, the directors of the
company have conducted detailed analysis of the
characteristic of the IP asset and concluded that the IP
asset meets the definition of intangible assets according
to HKAS 38 Intangible assets at the date of the
Acquisition. Accordingly, the excess of the cost of the
Acquisition over the fair value of the Group’s share of
the identifiable net tangible assets acquired of
HK$140,575,000 should not be recognised as goodwill.
Instead, the IP asset should be recognised as an
intangible asset at an initial carrying amount of
HK$140,575,000, representing its cost of acquisition
at the date of the Acquisition and amortised over its
useful life (i.e. 10 years). The cost of acquisition have
been determined by reference to the cash paid and
the quoted market price of the shares of the Company
issued as the independent valuer engaged by the
Company has determined that its fair value as at the
date of acquisition cannot be reliably measured. The
adjustments are made retrospectively.

The share option reserve of a subsidiary was included
in the share option reserve of the Company. As the
share option reserve by TSG is not attributable to equity
holders of the Company, the relevant share option
reserve should be separately presented. Accordingly,
the presentation of consolidated balance sheet and
consolidated statement of changes in equity have been
amended retrospectively.

2.

BB BER (&)

(i)

RBEFE WEAKREB S EA
BR - 1 W BB A 2N 161,398,000/ JT A
HAEBMOEFKEBR R ERE
EFE 2R {EE20,823,000% T
ZERBB A2 140,575,000
BT

FIVERANECEEHEE AR
TSGR TSNAIL f 45 & F fa] 25 75 - 4
AEBYE BRI TEK —HE
B-RAPHREE KAAGREELE:
BEOMMBEREEE 22 &R
AANBEREENKEBREES
BETEAEIR (B EE] A&
WEEZEZ Bt WEKANE
EASEEDEMKET#HA A
WEEFBEZAABEZEZSR
140,575,0007% 7T T fE R A E -
R REESERYLREEAE
140,575,000 TTHER BB & E -
ZEBENIABREREENKER
W R AR A - SR E A {5 A HR (B -
F)RNBEH- AR A RRAZEZ B
HERMR AR EFTENRE
REERKBAZAAREE BE
BB ATI2EEMNESRARD
RAIEBTRO 2TEREEE-B
BEEDBPAE

—ERB AR 2 ERERED A
RNAA) 2 EBREREE BNTSGZ B
REEET TREBRAR TSR
BA MEEBEREREESRAZ
Fle @At e BEBBRRIEHE
mEBER 2N AABEBBER -
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Notes to the Financial Statements

B 75 S Ak MY

For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

2. RE-STATEMENT OF COMPARATIVE 2. BILLRUBER (&)
FINANCIAL INFORMATION (Continued)
The effects of the above restatements on the financial LB HAEER_ZEELF=H=
position of the Group as of 31 March 2007 are as follows: T—BZBMBRR BT

As previously
reported Adjustments As restated

70 B B 3R HE mE5
HK$'000 HK$'000 HK$'000
T T T T F& T
Property, plant and equipment WM BB R& 905 - 905
Goodwill EES 140,575 (140,575) =
Intangible asset EmEEE - 124,175 124,175
Available-for-sale financial assets Al ft44E v & @& &= 7,750 = 7,750
Assets held for sale RELERE 54,220 = 54,220
Current assets MENE E 225,667 - 225,667
Total assets EERE 429,117 (16,400) 412,717
Current liabilities nB B & 27,041 — 27,041
Liabilities associated with assets HAEARBFELEEE
classified as held for sale ﬁE’EZfQTﬁ 42,595 = 42,595
Total liabilities BERE 69,636 = 69,636
359,481 (16,400) 343,081
Share capital N 38,749 = 38,749
Reserves 1 308,868 (17,004) 291,864
Total equity attributable to equity AR FIERFTA A
holders of the Company PG 42 7% 2 347,617 (17,004) 330,613
Minority interests D 8RS B 2 11,864 = 11,864
Share option reserve of —EREAFZ
a subsidiary BRERE - 604 604
359,481 (16,400) 343,081
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Notes to the Financial Statements

B 75 S Ak MY

For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

RE-STATEMENT OF COMPARATIVE

FINANCIAL INFORMATION (Continued)

The effect of the above restatements on the result for the

current and prior years are as follows:

BB BER (&)

FRBHNHAFEREFEREACTE

o

2008 2007

—EENE ZETLF

HK$'000 HK$'000

TER T

Amortisation of intangible assets A B (14,058) (14,058)

Increase in loss for the year A 5 B G N (14,058) (14,058)
Attributable to: EAET

Equity holders of the Company RARIESHEA (14,058) (14,058)

Minority interests DER R = - -

(14,058) (14,058)

Increase in basic loss per share BREAREEE M (0.33) centsflll  (0.37) centsflll

The effect of the above restatements on the equity as of 1

April 2006:

FREHH —_FTRNFHA-HZ2ER

ZREMT:

As previously

reported Adjustments As restated

o0 A Pt ¥R ik KE5

HK$'000 HK$'000 HK$'000

FAT FAT FAT

Share capital [N 36,326 = 36,326

Share premium I 1D & (8 735,824 - 735,824

Share option reserve S P K 22,569 (137) 22,432

Contributed surplus S ONEEg- 596,248 = 596,248

Warrant reserve R EE R 23,770 = 23,770

Accumulated losses REtEE (1,097,003) (2,342) (1,099,345)

317,734 (2,479) 315,255

Minority interest LR RS 14,721 — 14,721
Share option reserve of —EREBAFZ

a subsidiary BRERE - 137 137

Total st 332,455 (2,342) 330,113
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Notes to the Financial Statements

B 75 S Ak MY

For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

3. APPLICATION OF NEW AND REVISED 3. BRI REE JE\‘%HM%
HONG KONG FINANCIAL REPORTING R ([FEIBER
STANDARDS (“HKFRSs") a11)

In the current year, the Group has applied, for the first REAFE AEBEEXERAATHEES
time, the following new standard, amendment and A e ([EESTMAS]) BHE 2
interpretations (“new HKFRSs”) issued by the Hong Kong R EFT Rz ([FEBYHmELE
Institute of Certified Public Accountants (“HKICPA"), which Al 28R +FHA—B AR
are effective for the Group’s financial year beginning 1 April ZAREBMBRFEEER-
2007.
HKAS 1 (Amendment) Capital disclosures Bt EARE
F15% (K1835T)
HKFRS 7 Financial instruments: %ﬁé,ﬂﬁ%#&% SRMIABRE
Disclosures LRI ET5
HK(IFRIC) — INT 8 Scope of HKFRS 2 Bk (BARHBRE ABMBREEL
ZRZEE)RE F2H 2 & E
8%
HK(IFRIC) — INT 9 Reassessment of embedded R (ABRMEERE EHASTETIAR
derivatives ZRZEE)RE
F 9%
HK(IFRIC) — INT 10 Interim financial reporting and 55 (BAEABHRE +THUBRERRE
impairment ZRZEE)RE
£105
HK(IFRIC) — INT 11 HKFRS 2: Group and treasury 5 (AR BRE AEHBREEL
share transactions ZRZEE)RE F25%:
EANL SEREBKRHR S

46

The Group has applied the disclosure requirements under
HKAS 1 (Amendment) and HKFRS 7 retrospectively. Certain
information presented in prior year under the requirements
of HKAS 32 has been removed and the relevant comparative
information based on the requirements of HKAS 1
(Amendment) and HKFRS 7 has been presented for the first
time in the current year.
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Notes to the Financial Statements

B 75 S Ak MY

For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

3. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (Continued)

The Group has not early applied the following new and
revised standards, amendments or interpretations that have

been issued but are not yet effective.

HKAS 1 (Revised)

HKAS 23 (Revised)

HKAS 27 (Revised)

HKAS 32 & 1
(Amendments)

HKFRS 2 (Amendment)

HKFRS 3 (Revised)

HKFRS 8

HK(IFRIC) — INT 12
HK(IFRIC) — INT 13
HK(IFRIC) — INT 14

! Effective for accounting periods beginning on or after 1 January

2009.

2 Effective for accounting periods beginning on or after 1 July

2009.

S Effective for accounting periods beginning on or after 1 January

2008.

4 Effective for accounting periods beginning on or after 1 July

2008.

Presentation of financial
statements’
Borrowing costs'

Consolidated and separate
financial statements?

Puttable financial instruments
and obligations arising on
liquidation’

Vesting conditions and
cancellations’

Business combinations?

Operating segments’

Service concession
arrangements*

Customer loyalty programmes®

HKAS 19 — The limit on a
defined benefit asset,
minimum funding
requirements and their
interaction*

FE F 35T B A

BB B

REEL ([BEYBREE

BI1) (&)

AEBVEREEAUTEBRMERK
HEMZ R REIERTER BRI g

BEGEAF R

(&183])
HAEGERNFE 23R
(&IEET)

BB ERE 7R
(BERT)

BRI EAE3250
R (REFT)

BEMBRELES
F25% (K1835T)
BB BRELR
E 35 (BBET)
BRHBREE
£ 85

5 (BB BRE
ZEZE®)
REZ12%
5 (BB HBRE
ZEZE®)
REZ13R
5 (BRBBRE
#ZE%ZE®)
REF14%

HHHRER 25

EERA

BARBYPBHRR?

EEemMIARGR
BELZEE

RE IR RAEE

RPBBEE®

BR G ERE 195 -
RERMNEEZR

H REEEEXRR
MEZEBEER

! R-FENF A BHZRRBZESR

B AR

’ REZBTNAFELA AR ZERRZESR

B AR

’ REBENF-A A ZERARZES

B AR

‘ REIZBENFLA AR Z KRR ZESR

B AR
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For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (Continued)

The adoption of HKFRS 3 (Revised) may affect the accounting
for business combination for which the acquisition date is
on or after the beginning of the first annual reporting period
beginning on or after 1 July 2009. HKAS 27 (Revised) will
affect the accounting treatment for changes in a parent’s
ownership interest in a subsidiary that do not result in a
loss of control, which will be accounted for as equity
transactions. The directors of the Company anticipate that
the application of the other standards, amendments or
interpretations will have no material impact on the results
and the financial position of the Group.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared
on the historical cost basis, except for certain financial
instruments, which are measured at fair value, as explained
in the accounting policies set out below.

The consolidated financial statements have been prepared
in accordance with Hong Kong Financial Reporting Standards
(“HKFRSs") issued by the HKICPA. In addition, the
consolidated financial statements include applicable
disclosures required by the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited
(the "SEHK") and by the Hong Kong Companies Ordinance.
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Notes to the Financial Statements
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For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and entities controlled
by the Company (its subsidiaries). Control is achieved where
the Company has the power to govern the financial and
operating policies of an entity so as to obtain benefits from
its activities.

The results of subsidiaries acquired or disposed of during
the year are included in the consolidated income statement
from the effective date of acquisition or up to the effective
date of disposal, as appropriate.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies
into line with those used by other members of the Group.

All intra-group transactions, balances, income and expenses
are eliminated on consolidation.

Minority interests in the net assets of consolidated
subsidiaries are presented separately from the Group’s equity
therein. Minority interests in the net assets consist of the
amount of those interests at the date of the original business
combination and the minority’s share of changes in equity
since the date of the combination. Losses applicable to the
minority in excess of the minority’s interest in the subsidiary’s
equity are allocated against the interests of the Group except
to the extent that the minority has a binding obligation and
is able to make an additional investment to cover the losses.

Acquisition of additional interests in subsidiaries are recorded
at historical cost and the excess of the cost of acquisition
over the carrying amounts of net assets acquired is
recognised as goodwill.

TEEHHE (&)
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For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

50

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Goodwill

Goodwill arising on an acquisition of a business represents
the excess of the cost of acquisition over the Group’s interest
in the fair value of the identifiable assets, liabilities and
contingent liabilities of the relevant business at the date of
acquisition. Such goodwill is carried at cost less any
accumulated impairment losses.

Capitalised goodwill arising on acquisition of business or
additional interest in a business is presented separately in
the consolidated balance sheet.

For the purposes of impairment testing, goodwill arising
from an acquisition is allocated to each of the relevant cash-
generating units, or groups of cash-generating units, that
are expected to benefit from the synergies of the acquisition.
A cash-generating unit to which goodwill has been allocated
is tested for impairment annually, and whenever there is an
indication that the unit may be impaired. For goodwill arising
on an acquisition in a financial year, the cash-generating
unit to which goodwill has been allocated is tested for
impairment before the end of that financial year. When the
recoverable amount of the cash-generating unit is less than
the carrying amount of the unit, the impairment loss is
allocated to reduce the carrying amount of any goodwill
allocated to the unit first, and then to the other assets of
the unit pro rata on the basis of the carrying amount of
each asset in the unit. Any impairment loss for goodwill is
recognised directly in the consolidated income statement.
An impairment loss for goodwill is not reversed in subsequent
periods.

On subsequent disposal of the relevant cash-generating unit,
the attributable amount of goodwill capitalised is included
in the determination of the amount of profit or loss on
disposal.
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For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Business combinations

The acquisition of business are accounted for using the
purchase method. The cost of the acquisition 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 in exchange for control of
the acquiree, plus any costs directly attributable to the
business combination. The acquiree’s identifiable assets,
liabilities and contingent liabilities that meet the conditions
for recognition under HKFRS 3 Business combinations are
recognised at their fair values at the acquisition date.

The interest of minority shareholders in the acquiree is initially
measured at the minority’s proportion of the net fair value
of the assets, liabilities and contingent liabilities recognised.

Investment in an associate

An associate is an entity over which the investor has
significant influence and that is neither a subsidiary nor an
interest in a joint venture.

SETHE (&)

EBast
EHWBRABEREAR - WERA
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BRRAGEE BERIKRABCDHER
DAFEZLPIFE-

REEARZRE
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ZAE B TBRHEBRARKNAE E AR
Mo

0|

The result and assets and liabilities of associate are BMERR REREERABRAERS
incorporated in these consolidated financial statements using EART AR E SRR N o IR RRE R

the equity method of accounting. Under the equity method,
investment in an associate is carried in the consolidated
balance sheet at cost as adjusted for post-acquisition changes
in the Group’s share of the net assets of the associate, less
any identified impairment loss. When the Group’s share of
losses of an associate equals or exceeds its interest in that
associate (which includes any long-term interests that, in
substance, form part of the Group’s net investment in the
associate), the Group discontinues recognising its share of
further losses.
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52

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Investment in an associate (Continued)

An additional share of losses is provided for and a liability is
recognised only to the extent that the Group has incurred
legal or constructive obligations or made payments on behalf
of that associate.

Any excess of the Group’s share of the net fair value of the
identifiable assets, liabilities and contingent liabilities over
the cost of acquisition, after reassessment, is recognised
immediately in profit or loss. Where a group entity transacts
with an associate of the Group, profits and losses are
eliminated to the extent of the Group’s interest in the
relevant associate.

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable and represents amounts receivables
for goods sold and services provided in the normal course
of business, net of discount and sales related tax.

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.

(i) 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.

(iv) Income from secondment services is recognised when
the relevant services are rendered.
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(v) Dividend income is recognised when the right to receive (v) BRBWA REZWEREHEREZ
payment is established. B TR
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For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Long term service contract

Where the outcome of a long term service contract can be
estimated reliably, revenue and costs are recognised by
reference to the stage of completion of the contract activity
at the balance sheet date, as measured by the proportion
that contract costs incurred for work performed to date
bear to the estimated total contract costs. Variations in
contract work, claims and incentive payments are included
to the extent that they have been agreed with the customer.

Where the outcome of a long term service contract cannot
be estimated reliably, contract revenue is recognised to the
extent of contract costs incurred that it is probable will be
recoverable. Contract costs are recognised as expenses in
the period in which they are incurred.

When it is probable that total contract costs will exceed
total contract revenue, the expected loss is recognised as an
expense immediately.

Where contract costs incurred to date plus recognised profits
less recognised losses exceed progress billings, the surplus
is shown as an amount due from customers for contract
work. For contracts where progress billings exceed contract
costs occurred to date plus recognised profits less recognised
losses, the surplus is shown as an amount due to customers
for contract work. Amounts received before the related work
is performed are included in the balance sheet, as a liability,
as advances received. Amounts billed for work performed
but not yet paid by the customer are included in the balance
sheet under trade and other receivables.
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4. SIGNIFICANT ACCOUNTING POLICIES 4. EESHEBE (&)

54

(Continued)

Property, plant and equipment ME-BRERZHE
Property, plant and equipment are stated at cost less M BRE REEEK AR B %2 BEHAT
subsequent accumulated depreciation and accumulated ERZFREBE AR

impairment losses.

Depreciation is provided to write off the cost of items of
property, plant and equipment over their estimated useful
lives and after taking into account their estimated residual
value, using the straight-line method.

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset. Any
gain or loss arising on derecognition of the asset (calculated
as the difference between the net disposal proceeds and
the carrying amount of the item) is included in the
consolidated income statement in the year in which the
item is derecognised.

Intangible assets

Intangible assets acquired separately which have finite useful
lives are carried at cost less accumulated amortisation and
any accumulated impairment losses.
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For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Intangible assets (Continued)

Subsequent to initial recognition, intangible assets with finite
useful lives are carried at costs less accumulated amortisation
and any accumulated impairment losses. Amortisation for
intangible assets with finite useful lives is provided on a
straight-line basis over their estimated useful lives (see the
accounting policy in respect of impairment losses on tangible
and intangible assets below).

Impairment losses on tangible and intangible assets
other than goodwill

At each balance sheet date, the Group reviews the carrying
amounts of its tangible and intangible assets to determine
whether there is any indication that those assets have
suffered an impairment loss. If the recoverable amount of
an asset is estimated to be less than its carrying amount,
the carrying amount of the asset is reduced to its recoverable
amount. An impairment loss is recognised as an expense
immediately.

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of
its recoverable amount, but so that the increased carrying
amount does not exceed the carrying amount that would
have been determined had no impairment loss been
recognised for the asset in prior years. A reversal of an
impairment loss is recognised as income immediately.

Leasing

Leases are classified as finance leases whenever the terms
of the lease transfer substantially all the risks and rewards
of ownership to the lessee. All other leases are classified as
operating leases.
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4. SIGNIFICANT ACCOUNTING POLICIES 4. FESHEBEK (&)

56

(Continued)

Leasing (Continued)

The Group as lessee

Rentals payable under operating leases are charged to profit
or loss on a straight-line basis over the term of the relevant
lease. Benefits received and receivable as an incentive to
enter into an operating lease are recognised as a reduction
of rental expense over the lease term on a straight-line
basis.

Foreign currencies

In preparing the financial statements of each individual group
entity, transactions in currencies other than the functional
currency of that entity (foreign currencies) are recorded in
the respective functional currency (i.e. the currency of the

HE (&)

FrEBERBABEA
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primary economic environment in which the entity operates) RSBHERZEERE AR NEEE
at the rates of exchanges prevailing on the dates of the =| *J«)WP%;:HEZ %IEEBZ?*MEHDFH
transactions. At each balance sheet date, monetary items ZERBHI/E - AINEHEIL AR R E

denominated in foreign currencies are retranslated at the
rates prevailing on the balance sheet date. Non-monetary
items carried at fair value that are denominated in foreign
currencies are retranslated at the rates prevailing on the
date when the fair value was determined. Non-monetary
items that are measured in terms of historical cost in a
foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary
items, and on the translation of monetary items, are
recognised in profit or loss in the period in which they arise.
Exchange differences arising on the retranslation of non-
monetary items carried at fair value are included in profit or
loss for the period.
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4. SIGNIFICANT ACCOUNTING POLICIES 4. EESHEBE (&)

(Continued)

Foreign currencies (Continued)

Exchange differences arising on the settlement of monetary
items, and on the translation of monetary items, are
recognised in profit or loss in the period in which they arise.
Exchange differences arising on the retranslation of non-
monetary items carried at fair value are included in profit or
loss for the period.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group's entities
are translated into the presentation currency of the Group
(i.e. Hong Kong dollars) at the rate of exchange prevailing
at the balance sheet date, and their income and expenses
are translated at the average exchange rates for the year,
unless exchange rates fluctuate significantly during the
period, in which case, the exchange rates prevailing at the
dates of transactions are used. Exchange differences arising,
if any, are recognised as a separate component of equity
(the translation reserve). Such exchange differences are
recognised in profit or loss in the period in which the foreign
operation is disposed of.

Borrowing costs

All borrowing costs are recognised and included in finance
costs in the consolidated income statement in the period in
which they are incurred.

Research and development expenditure
Expenditure on research activities is recognised as an expense
in the year in which it is incurred.

An internally-generated intangible asset arising from
development expenditure is recognised only if it is anticipated
that the development costs incurred on a clearly-defined
project will be recovered through future commercial activity.
Where no internally-generated intangible asset can be
recognised, development expenditure is charged to profit or
loss in the period in which it is incurred.
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For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Retirement benefit costs

Payments to Mandatory Provident Fund Scheme and state-
managed retirement benefit scheme are charged as expenses
when employees have rendered service entitling them to
the contributions.

Equity-settled share-based payment

Share options granted to employees

The fair value of services received determined by reference
to the fair value of share options granted at the grant date
is recognised as an expense in full at the grant date when
the share options granted vest immediately, with a
corresponding increase in equity (share options reserve).

At each balance sheet date, the Group revises its estimates
of the number of options that are expected to ultimately
vest. The impact of the revision of the estimates during the
vesting period, if any, is recognised in profit or loss, with a
corresponding adjustment to share options reserve.

At the time when the share options are exercised, the
amount previously recognised in share options reserve will
be transferred to share premium. When the share options
are forfeited after the vesting date or are still not exercised
at the expiry date, the amount previously recognised in share
options reserve will be transferred to accumulated losses.

Share options granted to other share option scheme
participants

Share options issued in exchange for goods or services are
measured at the fair values of the goods or services received,
unless that fair value cannot be reliably measured, in which
case the goods or services received are measured by reference
to the fair value of the share options granted. The fair values
of the goods or services received are recognised as expenses
immediately, unless the goods or services qualify for
recognition as assets. Corresponding adjustment has been
made to equity (share options reserve).
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For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Equity-settled share-based payment (Continued)

Share issued to vendors

Share issued in exchange for goods or services are measured
at the fair values of the goods or services received, unless
that fair value cannot be reliably measured, in which case
the goods or services received are measured by reference to
the fair value of the share issued. The fair values of the
goods or services received are recognised as expenses
immediately, unless the goods or services qualify for
recognition as assets.

Taxation
Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit as reported in the
consolidated income statement because it excludes items of
income or expense that are taxable or deductible in other
years, and it further excludes items that are never taxable or
deductible. The Group’s liability for current tax is calculated
using tax rates that have been enacted or substantively
enacted at the balance sheet date.

Deferred tax is recognised on differences between the
carrying amount of assets and liabilities in the consolidated
financial statements and the corresponding tax bases, used
in the computation of taxable profit and is accounted for
using the balance sheet liability method. Deferred tax
liabilities are generally recognised for all taxable temporary
differences, and deferred tax assets are recognised to the
extent that it is probable that taxable profits will be available
against which deductible temporary differences can be
utilised. Such assets and liabilities are not recognised if the
temporary difference arises from goodwill or from the initial
recognition (other than in a business combination) of other
assets and liabilities in a transaction that affects neither the
taxable profit nor the accounting profit.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation (Continued)

Deferred tax is calculated at the tax rates that are expected
to apply in the year when the liability is settled or the asset
is realised. Deferred tax is charged or credited to the
consolidated income statement, except when it relates to
items charged or credited directly to equity, in which case
the deferred tax is also dealt with in equity.

Financial instruments

Financial assets and financial liabilities are recognised on
the balance sheet when a group entity becomes a party to
the contractual provisions of the instrument. Financial assets
and financial liabilities are initially measured at fair value.
Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities
(other than financial assets and financial liabilities at fair
value through profit or loss) are added to or deducted from
the fair value of the financial assets or financial liabilities, as
appropriate, on initial recognition.

Financial assets

The Group’s financial assets are classified into three
categories, financial assets at fair value through profit or
loss (“FVTPL"), loans and receivables and available-for-sale
investments. All regular way purchases or sales of financial
assets are recognised and derecognised on trade date basis.
Regular way purchases or sales are purchases or sales of
financial assets that require delivery of assets within the
time frame established by regulation or convention in the
marketplace.
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For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial asset and of allocating interest
income over the relevant period. The effective interest rate
is the rate that exactly discounts estimated future cash
receipts (including all fees on points paid or received that
form an integral part of the effective interest rate, transaction
costs and other premiums or discounts) through the expected
life of the financial asset, or, where appropriate, a shorter
period.

Income is recognised on an effective interest basis for debt
instruments.

Financial assets at fair value through profit or loss
Financial assets at FVTPL of the Group comprise financial
assets held for trading.

A financial asset is classified as held for trading if:

o it has been acquired principally for the purpose of
selling in the near future; or

] it is a part of an identified portfolio of financial
instruments that the Group manages together and has
a recent actual pattern of short-term profit-taking; or

o it is a derivative that is not designated and effective as
a hedging instrument.

At each balance sheet date subsequent to initial recognition,
financial assets at FVTPL are measured at fair value, with
changes in fair value recognised directly in profit or loss in
the period in which they arise. The net gain or loss recognised
in profit or loss excludes any dividend or interest earned on
the financial assets.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Financial assets (Continued)

Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an
active market. At each balance sheet date subsequent to
initial recognition, receivables (including trade and other
receivables, deposits, amount due from a shareholder,
amount due from a minority shareholder, amount due from
related companies, pledged bank deposits and bank balances)
are carried at amortised cost using the effective interest
method, less any identified impairment losses.

Available-for-sale investments

Available-for-sale investments are non-derivatives that are
either designated or not classified as financial assets at FVTPL,
loans and receivables or held-to-maturity investments. At
each balance sheet date subsequent to initial recognition,
available-for-sale investments are measured at fair value.

Changes in fair value are recognised in equity, until the
financial asset is disposed of or is determined to be impaired,
at which time, the cumulative gain or loss previously
recognised in equity is removed from equity and recognised
in profit or loss (see accounting policy on impairment loss
on financial assets below).

For available-for-sale equity investments that do not have a
qguoted 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 (see accounting
policy on impairment loss on financial assets below).
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For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Impairment of financial assets

Financial assets, other than those FVTPL, are assessed for
indicators of impairment at each balance sheet date. Financial
assets are impaired where there is objective evidence that,
as a result of one or more events that occurred after the
initial recognition of the financial asset, the estimated future
cash flows of the financial assets have been impacted.

For an available-for-sale investments, a significant or
prolonged decline in the fair value of that investment below
its cost is considered to be objective evidence of impairment.

For loans and receivables, objective evidence of impairment
could include:
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For certain categories of financial assets such as trade
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collecting payments, an increase in the number of delayed
payments beyond the average credit period of 90 days,
observable changes in national or local economic conditions
that correlate with default on receivables.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Impairment of financial assets (Continued)

For financial assets carried at amortised cost, an impairment
loss is recognised in consolidated income statement when
there is objective evidence that the asset is impaired, and is
measured as the difference between the asset’s carrying
amount and the present value of the estimated future cash
flows discounted at the original effective interest rate.

For financial assets carried at cost, the amount of the
impairment loss is measured as the difference between the
asset’s carrying amount and the present value of the
estimated future cash flows discounted at the current market
rate of return for a similar financial asset. Such impairment
loss will not be reversed in subsequent periods.

The carrying amount of the financial asset is reduced by the
impairment loss directly for all financial assets with the
exception of trade and other receivables, where the carrying
amount is reduced through the use of an allowance account.
Changes in the carrying amount of the allowance account
are recognised in consolidated income statement. When trade
and other receivables are considered uncollectible, they are
written off against the allowance account. Subsequent
recoveries of amounts previously written off are credited to
consolidated income statement.

For financial assets carried at amortised cost, in a subsequent
period, the amount of impairment loss decreases and the
decrease can be related objectively to an event occurring
after the impairment losses was recognised, the previously
recognised impairment loss is reversed through consolidated
income statement to the extent that the carrying amount of
the asset at the date the impairment is reversed does not
exceed what the amortised cost would have been had the
impairment not been recognised.

Impairment losses on available-for-sale equity investments
will not be reversed in profit or loss in subsequent periods.
Any increase in fair value subsequent to impairment loss is
recognised directly in equity.
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For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Financial liabilities and equity

Financial liabilities and equity instruments issued by a group
entity are classified according to the substance of the
contractual arrangements entered into and the definitions
of a financial liability and an equity instrument.

An equity instrument is any contract that evidences a residual
interest in the assets of the Company after deducting all of
its liabilities. The Group’s financial liabilities are generally
classified into financial liabilities at FVTPL and other financial
liabilities.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest rate
is the rate that exactly discounts estimated future cash
payments through the expected life of the financial liability,
or, where appropriate, a shorter period.

Interest expense is recognised on an effective interest basis.

Financial liabilities at fair value through profit or loss

The Group’s financial liabilities at FVTPL comprise financial
liability held for trading. A financial liability is classified as
held for trading if:

o it has been incurred principally for the purpose of
repurchasing in the near future; or

] it is a part of an identified portfolio of financial
instruments that the Group manages together and has
a recent actual pattern of short-term profit-taking; or

o it is a derivative that is not designated and effective as
a hedging instrument.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Financial liabilities and equity (Continued)

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

At each balance sheet date subsequent to initial recognition,
financial liabilities at FVTPL are measured at fair value, with
changes in fair value recognised directly in profit or loss in
the period in which they arise. The net gain or loss recognised
in profit or loss excludes any interest paid on the financial
liabilities.

Other financial liabilities

Financial liabilities including trade and other payables,
amount due to a shareholder and borrowings are
subsequently measured at amortised cost, using the effective
interest method.

Warrants

Warrants issued by the company that will be settled by other
than a fixed amount of cash for a fixed number of the
company’s own equity instruments is a derivative financial
instrument. Warrants classified as a derivative financial
instrument are recognised at their fair values at the date of
issue. Changes in fair values in subsequent periods are
recognised through profit or loss.

Warrants issued by the company that will be settled by a
fixed amount of cash for a fixed number of the company’s
own equity instruments is equity. The net proceed received
from the issue of warrants is recognised in equity (warrant
reserve). The warrant reserve will be transferred to share
capital and share premium accounts upon the exercise of
the warrants. When the warrants are still not exercised at
the expiry date, the amount previously recognised in warrant
reserve will be transferred to accumulated losses.
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For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)

Financial liabilities and equity (Continued)

Equity instruments

Equity instruments issued by the Company are recorded at
the proceeds received, net of direct issue costs.

Derecognition

Financial assets are derecognised when the rights to receive
cash flows from the assets expire or, the financial assets are
transferred and the Group has transferred substantially all
the risks and rewards of ownership of the financial assets.
On derecognition of a financial asset, the difference between
the asset’s carrying amount and the sum of the consideration
received and receivable and the cumulative gain or loss that
had been recognised directly in equity is recognised in profit
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financial liability derecognised and the consideration paid
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For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

KEY SOURCES OF ESTIMATION
UNCERTAINTY

The key assumptions concerning the future, and other key
sources of estimation uncertainty at the balance sheet date,
that have a significant risk of causing a material adjustment
to the carrying amounts of assets and liabilities within the
next financial year, is also discussed below.

Estimated allowance of trade receivables

When there is objective evidence of impairment loss, the
Group takes into consideration the estimation of future cash
flows. The amount of the impairment 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). There
the actual future cash flows are less than expected, a material
impairment loss may arise. As at 31 March 2008, the carrying
amount of trade receivables is HK$69,735,000 (2007:
HK$25,755,000).

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in the
Group will be able to continue as a going concern while
maximising the return to shareholders through the
optimisation of the debt and equity balance. The Group’s
overall strategy remains unchanged from prior year.

The capital structure of the Group is mainly represented by
the equity attributable to equity holders of the Company,
comprising issued share capital and reserves.

The directors of the Company review the capital structure
on a semi-annual basis. As part of this review, the directors
consider the cost of capital and the risks associates with
each class of capital. Based on recommendations of the
directors, the Group will balance its overall capital structure
through the issue of new shares as well as the issue of new
debt or the repayment of existing debt.
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For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

FINANCIAL INSTRUMENTS

TR

Categories of financial instruments EBMIEZER
2008 2007
—EENE —ETLF
HK$'000 HK$'000
FH&xT F%& T
Financial assets ERMEE
Loan and receivables B R K e GRIE
(including cash and cash equivalents) (BREESRRSEFEY) 175,454 129,070
Financial assets at FVTPL NARBEIAEREZ
EREE 83,377 52,274
Available-for-sale investments A HEFHEZIRE - 7,750
Financial liabilities B E
Amortised cost A 17,072 5,220
Financial liabilities at FVTPL MARBAEINABREZ
=N 112,797 -
Financial risk management objectives and policies SREREEEEZERBE

The Group’s financial instruments include amount due from
a shareholder of an associate, trade receivables, deposits,
other receivables, amount due from a shareholder, amount
due from related companies, financial assets at fair value
through profit or loss, bank balances, trade and other
payables, borrowings and derivative financial instruments.
Details of these financial instruments are disclosed in
respective notes. The risks associated with these financial
instruments and the policies on how to mitigate these risks
are set out below. The management manages and monitors
these exposures to ensure appropriate measures are
implemented on a timely and effective manner.

Market risk

Currency risk

The director considered that the Group’s exposure to foreign
currency exchange risk is insignificant as more than 95% of
the Group’s revenue is denominated in the functional
currency of each individual group entity.

The directors consider that the sensitivity of the Group’s
exposure towards the change in foreign exchange rates is
minimal as most of the Group’s assets and liabilities are
denominated in the functional currency of a particular group
entity as at each of the balance sheet dates.

AEEzeTARERK—BHER
A AR R FRIE - FE YR TR H2 & - Hoth JB UG
5 R — 2 RR R B - FE U B A B K
EH-UARBEIAEBGEZEHEE
RITAE R AT BR AR R EL 0 JE ST 3RIE - 1B
ERfTESRTITA - WEeRTAEZFE
REMTFHRBR-HLESRMTAFTHE R
3 R RS b S LB 2 BRER B R X B B
EgerBRERLERRE BERERKRE
W L ER & i 2 FE B

i1 45 B B2

B m
HARAREEBISNRANSBLEEE
BeMEERGE REFAR/EAEEZ
SNEETE SRR A=

\

REABIEERBENAR—
REFEER Zﬂ’ﬁ% BE¥EHE BE
AR S ERINE [E R B E T E
ZHRBREERK-

MME
i 3
F B Bt
= A

=
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For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

FINANCIAL INSTRUMENTS (Continued)
Financial risk management objectives and policies
(Continued)

Market risk (Continued)

Fair value interest rate risk

The Group is exposed to fair value interest rate risk in relation
to fixed-rate bank deposit. The interest rate risk on bank
deposits is limited because of the short maturity.

Cash flow interest rate risk

The Group's cash flow interest rate risk relates to the bank
balances as well as variable-rate borrowings (see Notes 29
and 32 for details). The Group cash flow interest rate risk
on borrowings is mainly concentrated on the fluctuation of
the prime rate.

The Group currently does not have interest rate hedging
policy. However, the management will consider hedging
significant interest rate exposure should the need arise.

The Group’s exposures to interest rates on financial liabilities
are detailed in the liquidity risk management section of this
note.

Sensitivity analysis

The sensitivity analyses below have been determined based
on the exposure to interest rates for non-derivative financial
instruments at the balance sheet date. For variable-rate bank
balances and borrowings, the analysis is prepared assuming
the amount of asset and liability outstanding at the balance
sheet date was outstanding for the whole year. A 50 basis
point increase or decrease is used which represents
management’s assessment of the reasonably possible change
in interest rates.

If interest rates had been 50 basis points higher/lower and
all other variables were held constant, the Group’s loss for
the year ended 31 March 2008 would decrease/increase by
HK$58,000 (2007: decrease/increase by HK$161,000). This
is mainly attributable to the Group’s exposure to interest
rates on its variable-rate bank balances and borrowings.
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For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

FINANCIAL INSTRUMENTS (Continued)
Financial risk management objectives and policies
(Continued)

Market risk (Continued)

Equity price risk

The Group is exposed to equity price risk in relation to the
warrants issued, which are classified as derivative financial
instrument.

Sensitivity analysis

If the spot market quoted price of the Company’s warrant
had been 5% higher/lower on the reporting date while all
other variables were held constant, the loss for the year
would increase/decrease by HK$413,000.

Credit risk

As at 31 March 2008, the Group’s maximum exposure to
credit risk which may cause a financial loss to the Group
due to failure to discharge an obligation by the
counterparties is arising from the carrying amount of the
respective recognised financial assets as stated in the
consolidated balance sheet. The Group has significant
concentration on a trade debtor. As at 31 March 2008, a
customer (2007: 1) accounted for over 90% (2007: 90%) of
the trade receivables. The customer is a foreign-owned
enterprise located in Changzhou, Jiangsu of PRC and it is
principally engaged in the production of solar panel. The
credit limit granted to this customer is US$15,000,000
(equivalent to approximately HK$117,000,000). In order to
minimise the credit risk, the management of the Group has
delegated a team responsible for determination of credit
limits, credit approvals and other monitoring procedures to
ensure that follow-up action is taken to recover overdue
debts. In addition, the Group reviews the recoverable amount
of each individual trade debt at each balance sheet date to
ensure that adequate impairment losses are made for
irrecoverable amounts. Also, upto the date of this report,
about 50% of the trade receivables have been settled. In
this regard, the directors of the Company consider that the
Group’s credit risk is significantly reduced.

7.

ERIA (B)
SHARERAEREE (4)

s m R ()

#a B8R
AEBAZBRMBETRREE 2 s
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For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

FINANCIAL INSTRUMENTS (Continued) 7. @M I A (&)
Financial risk management objectives and policies SREAKREEEERKE (&)
(Continued)
Credit risk (Continued) EERE (&)
The credit risk on liquid funds is limited because the HRREE S 2 FH BB R
counterparties are banks with high credit-ratings assigned B TREENRIRIT WEARDE
by international credit-rating agencies. 2 EERBRER-
Liquidity risk B E L AR
In the management of the liquidity risk, the Group monitors HREEBRBDESRRNE TEEERK
and maintains a level of cash and cash equivalents deemed #HRBERBESFBYREEERARS
adequate by the management to finance the Group’s B2KTP BRAEBEEBREES W
operations and mitigate the effects of fluctuations in cash BREERERD 2 E -EREERIRIT
flows. The management monitors the utilisation of bank BEZEBABL WHERETERERL
borrowings and ensures compliance with loan covenants.
The following table details the Group's remaining contractual TREBAEEERHEBEIRRENF
maturity for its financial liabilities. For non-derivative financial HFBE -RIETESREBEMS  B#ET
liabilities, the table has been drawn up based on the KOBRBRAEE A EHZERNRZ &
undiscounted cash flows of financial liabilities based on the FHEzemBERUBREERERA:
earliest date on which the Group can be required to pay. TIHBAMERFERGRE
The table includes both interest and principal cash flows.
Liquidity tables THEELIFH
Weighted Total
average Within Carrying amount
effective 3 months or undiscounted at
interest rate  on demand cash flows 31.3.2008
AER R-BENE
mE¥H =BAR BeKiE =ZA=t+-8H
ERRIE FEER “am ZEHE
% HK$'000 HK$'000 HK$'000
TER TERT TER
2008 “EEN\E
Non-derivative financial liabilities FTESREAE
Trade payables B BR K - 13,266 13,266 13,266
Other payables H i B 5 - 3,206 3,206 3,206
Borrowings EE 8.3% 606 606 600
17,078 17,078 17,072

China Solar Energy Holdings Limited ® Annual Report 2008
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7. FINANCIAL INSTRUMENTS (Continued)
Financial risk management objectives and policies
(Continued)

Credit risk (Continued)
Liquidity tables (Continued)

7. €RITH (&)
SHEREEEERKE (&)

=ERE (&)
HEBERFFK (&)

Weighted Total
average Within Carrying amount
effective 3 months or  undiscounted at

interest rate on demand cash flows 31 3.2008
REHR —EEN\E
niEEH =@AR Beng :H:+ 5]
BIRF| = o fE E 5k ok ZREE
% HK$'000 HK$'000 HK$'000
FTHEL THET THEL
2007 e o2
Non-derivative financial liabilities FTESREE
Trade payables AN = 1,103 1,103 1,103
Other payables HAb R (T 5008 - 3,402 3,402 3,402
Amount due to a shareholder BN —BBRRFKE - 15 15 15
Borrowings EE 10.8% 700 700 700
5,220 5,220 5,220
Fair value AREE
The fair values of financial assets and financial liabilities are TREERSREBBEZAABEEEN
determined as follows: e
e the fair values of financial assets and financial liabilities o  IREBKRRRGEHRE RRNERR
with standard terms and conditions and traded on MRS ZeMEENCREE
active liquid markets are determined with reference to ZARBEIDNZEMERER
quoted market bid prices and ask prices respectively; REETE R

and

o the fair values of other financial assets and financial
liabilities are determined in accordance with generally
accepted pricing models based on discounted cash flow
analysis using prices or rates from observable current
market transactions as input. For an option-based
derivative, the fair value is estimated using option-
price mode (see details in note 33).

The directors consider that the carrying amounts of financial
assets and financial liabilities recorded at amortised cost in
the consolidated financial statements approximate their fair
values.

s HtoREEMTBABZIAARE
ERAREBRI AR AE /™
RHERAFRIERBABET
TERERENNET - NBER
ERMETAEZARBENAE
B ERA G (FFAME33) -

E=ZR/RNEAM B WMERIABHK AR
BreMEENERAGBIREERR
NAEERSE

EEXBERERBMRADE » 2008FH

73



74

Notes to the Financial Statements

B 75 S Ak MY

For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

8. REVENUE 8.

Revenue, which is also turnover of the Group, represents
value of services rendered and interest income earned from
money lending, and is analysed as follows:

A

WA (BIAREE & 55) DiRERSE 2
BERRINEERZFEWA WA ZS
Moo

2008 2007

—EENF —EELF

HK$'000 HK$'000

FET FAT

Financial advisory services B 75 8 ) AR 7% 2,107 2,235

Interest income from money lending BERZ A BIRA 2,561 564
Long-term service contracts of HREBRHARBE S L

photovoltaic business 93,000 38,324

97,668 41,123

9. SEGMENT INFORMATION 9.

In accordance with the Group’s internal financial reporting,
the Group has determined that business segments are its
primary reporting format, with each segment organised and
managed separately.

Business segments
The Group is organised into three main business segments:

Strategic investments — Participation in primary and
and capital market secondary securities market
activities and provision of capital

market advisory services

Financing —  Provision of commercial
and personal loans

Photovoltaic business — Development and
manufacturing of solar
cells, modules and panels
for generating solar electric
power

China Solar Energy Holdings Limited ® Annual Report 2008
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For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

9. SEGMENT INFORMATION (Continued) 9. NEER (&)
Business segments (Continued) KB (&)
There are no significant sales or other transactions between EBoEENMERNEEHRHMIZF
the business segments.
Strategic
investments
and capital Photovoltaic
market activities Financing business Unallocated Consolidated
REMRER
EATHED mE RREHR KB g8
2008 2007 2008 2007 2008 2007 2008 2007 2008 2007
“EENE “ST+F —BENF -TTtF -BENF -TTtF -BEINF -TTtF -“BENE -TTLF
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
THL THL THL THL THL THL THL THL THL THL
(restated)
(&31)
Revenue from external REMNRER ZBMA
customers 2,107 2,235 2,561 564 93,000 38,324 - - 97,668 41,123
Segment result ABEE (1,978) 34,049 5,043 (4,350) (7,098)  (40,629) - - (4,033) (10,930
Unallocated operating expenses AOEBERY (15,581)  (10,395)
Share-based payment expenses AR 32 1 B 2 - - - - (50,678) - (66,794) - (117472) -
Loss on derivative financial PRAREEESH
instruments classified AEZITEERIA
as financial liabilities held ZE#R
for trading (87,230) -
Other income HitA 9,593 4,768
Share of loss of an associate Mi—HBERRZER - - - - (582) - - - (582) -
Finance costs BERK A (18) (450)
Loss before taxation BRAER (215323)  (17,007)
Taxation BB (996) (431)
Loss for the year FRER (216,319)  (17,438)
BALANCE SHEET EEEER
Total assets BEEE 83,934 54,349 437 25,435 265,117 189,145 98,794 143,788 448,282 412,717
Total liabilities BEEE (3,538) (764) (964) (1,964)  (22,068)  (21,239) (117,168)  (45,669) (143,738)  (69,636)
OTHER INFORMATION L
Depreciation of property, nE BERRENE
plant and equipment - - - - 239 623 - - 239 623
Capital expenditure ERRX - - - - 202 2,965 - - 202 2,965
Allowance for bad and AEERE
doubtful debts - - - 4,425 - - - - - 4,425
Amortisation of intangible assets B AEHH - - - - 14,058 14,058 - - 14,058 14,058
Consultancy expenses BERRAX - - - - 50,305 5,233 56,965 - 107,270 5,233

ir
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SEGMENT INFORMATION (Continued)
Geographical segments

The Group’s operations are located in Hong Kong, other
areas of China and the United States (“US").

The Group’s financing and strategic investments and capital
market activities are mainly carried out in Hong Kong.
Photovoltaic business is mainly carried out in other areas of
China.

The following table provides an analysis of the Group’s
revenue by geographical location of the Group’s customers.
It also provides an analysis of the carrying amount of segment
assets and additions of the property, plant and equipment,
analysed by the geographical area in which the assets are
located or the assets are registered.

9. DEEHR (&)
& 2 2
AEEEEURES PREMBER
%8 ([£E)) -

AEBZBEANKRBEERERERT
LRSI ENEBET MICREBKRE
ERFEEMMEETT

TRAEBRASEEFAEMEETZA
SEWADH BERRKIREEMELK
BEAMUHIMOBEEZREER
ME-BERREBEIRE-

Other areas

Hong Kong of China us Consolidated
E# HEHMEE %8 &RE
2008 2007 2008 2007 2008 2007 2008 2007
ZEENF _TT+F ZBENF _TT+HF ZBZNF _TTL+F ZBBNF _TTLF
HK$'000  HK$'000  HK$'000  HK$'000  HKS'000  HK$'000  HKS$'000  HKS$'000
TER FHET TERT FHET TERT THT TERT TET
Revenue from external REIAEFZ

customers WA 4,668 2,799 93,000 38,324 - - 97,668 41,123
Segment assets PHEE 142,061 90,802 60,660 - 146,767 178,127 ~ 349,488 268,929
Capital expenditure BEARAE 152 = - = 50 2,965 202 2,965

China Solar Energy Holdings Limited ® Annual Report 2008
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10. OTHER INCOME

10. AU A

2008 2007

—EENF —EELF

HK$'000 HK$'000

THET FAT

Secondment services & 8 AR 75 2,915 2,579
Interest income from bank balances IRITHER B A 1,520 2,060
Dividend income % 8 0 A 33 9
Net exchange gain P 3 Uk &5 5 58 2,402 35
Royalty income =R A 2,325 =
Others HAh, 398 85
9,593 4,768

11. NET GAIN ON FINANCIAL ASSETS AT FAIR
VALUE THROUGH PROFIT OR LOSS

M. UAAREBEIAEZERZE

e E WD FAE

2008 2007
—E¥ENE —TTLH
HK$'000 HK$'000
FER T
Change in fair value of held RIEEERECAABEE
for trading investments 1,206 36,997

12. STAFF COSTS (INCLUDING DIRECTORS’

12. ETHA (BRESHE)

EMOLUMENTS)

2008 2007
—EENE T LF
HK$'000 HK$'000
FH T T T
Salaries, allowances and benefits e EHRER 14,518 21,108
Share-based payment expenses PARR 19 32 71 i 2 5,320 467

Contributions to retirement RIRE TG B
benefit scheme 381 205
20,219 21,780

EEXBERLERARAT « 200858 /7
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13. FINANCE COSTS

13. & KA

2008 2007
—EENF —ETLHF
HK$'000 HK$'000
FER FHET
Interest on borrowings wholly ARAFRABHEEZ
repayable within five years BEZHE 18 450
14. TAXATION 14. HI1E
2008 2007
—EENF —ETLHF
HK$'000 HK$'000
FET FHET
Current tax: ANHATH 1A -
Hong Kong BB 420 -
Other jurisdiction Hip R A E =R 12 =
432 =
Underprovision in prior year INEFEREED R
- Hong Kong — B 564 431
Total income tax expenses FTiGBiFR < 58 996 431

Hong Kong profit tax is calculated at 17.5% (2007: 17.5%)
of the estimated assessable profit for the year.

No provision for Hong Kong profits tax had been made in

the consolidated financial statements for prior year as the

relevant subsidiaries either had tax losses brought forward

which were available to set off against the assessable profit

arising in Hong Kong or did not generate assessable profits.

Taxation arising in other jurisdictions are calculated at the

rates prevailing in the relevant jurisdictions.
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At the balance sheet date, the Group has estimated unused

14. TAXATION (Continued) 14. BLIE (&)
The taxation charge for the year can be reconciled to the FARBEX HEGERER KRS
loss before taxation per the consolidated income statement BHERAT:
as follows:
2008 2007
—ZEENE —ETLF
HK$'000 HK$'000
FER F#E T
Loss before taxation PR %% AT B 18 (215,323) (17,007)
Tax at the Hong Kong Profits BEBFNEREIT.5%
Tax rate of 17.5% AFEZBHE (37.682) (2,976)
Tax effect of share of loss of an associate ~ fE{f —[EHH & A G EE BB ZE 102
Tax effect of non-deductible expenses 7~ A] 08 52 2 B 755 5 £ 38,903 7,088
Tax effect of non-taxable income FERBWA BB E (917) (6,892)
Utilisation of tax losses not BANTRER B EE
previously recognised (2,314) (93)
Tax effect of tax losses not recognised  ARERHIEEE 2 FHIET L 1,990 2,874
Other temporary differences H R ERERMEER
not recognised - (1)
Effect of different tax rates of REMBEEEERLE 2
subsidiaries operating MBARTRME 228
in other jurisdiction 350 -
Underprovision in prior year NEFERETRE 564 431
Tax charge for the year FABIEZ B 996 431

RAEE B N5 B /] 5 35 R 20 A1) 2 fh &T

tax losses of approximately HK$269,917,000 (2007:
HK$271,768,000) available for offset against future profits.
No deferred taxation asset has been recognised in respect
of these tax losses due to unpredictability of future profit
streams. The tax losses may be carried forward indefinitely.

AE)AGE B A A269,917,0005 7T
— BT 4:271,768,000 1) e AR
RBEFE T AR A% Fl 3R - B 4 i 1t R

B EERRENIAE E- R EE A &
PREA A& -
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15.

16.

80 China Solar Energy Holdings Limited ® Annual Report 2008

LOSS FOR THE YEAR

15. FREE

2008 2007
—EENF —EELF
HK$'000 HK$'000
FER T
Auditors’ remuneration 1% SR B
— provision for the year — F R 2,326 1,238
— underprovision in prior year - UEFEHEETR 10 -
Loss on disposal of property, HEME BERREZEE
plant and equipment - 178
Operating lease rentals in respect of THEEF 2 L&EHERS
land and buildings 2,343 4,867
Bad debts written off 1 B 85 912 =
Research and development o 25 5 2
expenses 233 1,236

DIRECTORS" REMUNERATION
The emoluments paid or payable to each of the 9 (2007: 7)

directors were as follows:

For the year ended 31 March 2008

16. EEBN &

BEEZME0BImT:

ENKENTAL(ZFTLF L)

BZz-—ZEZE N\E=Z=A=1+—RHLEE

Chan Chu
Wai Chik Chow
Kwong, Ming, Pierre Zoltan J. Siu
Peter Jack Seligman Kiss Ngor

Pierre Zoltan J.

BAEX  KEH Seligman Kiss B E
HK$'000 HKS$'000 HKS$'000 HK$'000 HK$'000

HK$000 HKS000 HKS'000

Tam On
Yin Kam Kien Henry
Tat Biu, Ouoc John Total
Man  William Ken Behuke Il 2008
On
Kien Henry
Ouoc John @t
REX EBE Ken Behuke Il =EE N\ F

HK$'000  HK$'000

TEx TEx TEx TEBx TEx TEBx TEx TEx TEx TE=xn
Fees we - - - - 80 80 240 - 260 660
Other emoluments Hindi e
Salaries and other benefits HeREMER 510 1,276 932 52 - - 6 596 207 3,579
Contributions to retirement RN G EE R
benefit scheme 12 - 12 - - - - - 42 66
Total emoluments e mE 52 1276 944 52 80 80 246 596 509 4,305
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16. DIRECTORS' REMUNERATION (Continued)

For the year ended 31 March 2007

16. =M & (&)
BE-—TE+E=A=t+—-ALEE

Chan Wai ~ Chu Chik Tam
Kwong, Ming, Pierre  ZoltanJ.  Chow Siu Yin Tat ~ Kam Biu, Total
Peter Jack  Seligman Kiss Ngor Man William 2007
Pierre  Zoltan J. Bt
C=Pi KEH  Seligman Kiss NS REX BME ZTTLF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FTAET FHEL AL FHEL AL FTHET AL THT
Fees we - - - - 80 80 240 400
Other emoluments Hipi <
Salaries and other benefits ¥ & J E {148 7| 370 1,048 780 844 - - - 3,042
Contributions to retirement i {K &
benefit scheme A EIft R 12 - 12 = = = = 24
Total emoluments Ak 1,048 792 844 80 80 240 3,466

During the year, no emoluments were paid by the Group to

any of the directors as an inducement to join or upon joining

the Group or as compensation for loss of office. None of

the directors has waived any emoluments during the year.

17. EMPLOYEES' EMOLUMENTS

Of the five highest paid individuals in the Group, one (2007:
two) was director of the Company whose emoluments are

included in note 16. The emoluments of the remaining four

(2007: remaining three) highest paid individuals were as

follows:

17.

RAFE NREBBEREMNES I ME
RMAREE 2 BRI SAERBERME
e - RAFE HEEFTHETAME-

EEME
AEERUGRSHEALZFRE (L (=
ZEALF MU) REAAFES AR A
B sMeE SR 16 o EErMUA (=
TELF HB =) &= e AT 2B
S

2008 2007
—EETN\F —EELHF
HK$’000 HK$'000
TERT F%& 7T

Salaries and allowances and M ERE R EWA =
benefits in kind 4,205 2,804
Retirement benefits scheme contributions & K18 5| 51 21 f 3% 12 -
Share-based payment expenses VARR 7 2 17 A 2 3,515 =
7,732 2,804
SEXERFRBARAT o 20085 5K
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17. EMPLOYEES' EMOLUMENTS (Continued)

17.

EBEME (&)

Their emoluments were within the following bands: BEZHSEELRAT
2008 2007
—EENF ZETtF
No. of No. of
employees employees
EEAH BE A
Nil to HK$ 1,000,000 Z 52 1,000,0007% 7T - 3
HK$1,000,001 to HK$1,500,000 1,000,001/ 7T & 1,500,000 7T 2 —
HK$1,500,001 to HK$2,000,000 1,500,001 7 £ 2,000,000/ 7T 1 -
HK$3,000,001 to HK$3,500,000 3,000,001/ 7t & 3,500,000/ 7T 1 =
4 3

During both years, no emoluments were paid by the Group
to any of the five highest paid individuals as an inducement
to join or upon joining the Group or as compensation for

loss of office.

18. DIVIDENDS

The directors do not recommend the payment of a dividend
for the year ended 31 March 2008 (2007: nil) and the
Company did not pay any interim dividend during the year

(2007: nil).

19. LOSS PER SHARE

The calculation of basic loss per share was based on the
loss attributable to equity holders of the Company of
HK$215,125,000 (2007: HK$14,581,000) and on the
weighted average of 4,206,232,000 (2007: 3,762,374,000)

ordinary shares in issue during the year.

Diluted loss per share for the years ended 31 March 2007
and 2008 was not presented because the Company’s
outstanding share options and warrants were anti-dilutive.

China Solar Energy Holdings Limited ® Annual Report 2008

18.

19.

RREFE AEEHERDLRS M
AT ZEMALTZMERMAREE
ZERERERBERAE S

R E

ERYTEARNBE-_FTTNFZA
S+-ALFEZRE (Z22LEF:
fm) 2R R 4 PO 30 48R A 2 1] R 19

RS (ZETLE ) o
FREE

BRENEETREFARRQ AR
B AEHETE215,1250008 T (2=
+ & :14,581,000%8 70) R E#ETE B
2 DN 159 #04,206,232,0000% (==
+ 4 :3,762,374,0000%) 5+ & -

PN S E S e Rl - e IS Y E
ERAAREEYE AHYESINHE—"
EELFR-_EENF=A=+—HBL
FEZSHREBEER-
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20. PROPERTY, PLANT AND EQUIPMENT 20. ME-BMERZE

Furniture,
fixtures
Leasehold Plant and and office
improvements machinery equipment Total
BR#£E
HERE BERESE RBAERE @zt
HK$'000 HK$'000 HK$'000 HK$'000
FTHT THT TET FTET
COST AR
At April 1, 2006 RZEEREMA—H 453 11,239 1,267 12,959
Additions NE 904 1,106 955 2,965
Disposals H & = - (240) (240)
Reclassified as assets held BHDEABELERE
for sale (note 30) (P #E30) (1,357) (12,345) (134) (13,836)
At 31 March 2007 RZZET+F=H=1—H = = 1,848 1,848
Additions NE - = 202 202
Disposals & - - (187) (187)
At 31 March 2008 R-ZEENF=ZA=1—-H - - 1,863 1,863
DEPRECIATION e
At April 1, 2006 R-ZEESFNA—H - 49 804 853
Provided for the year FENEE 90 309 224 623
Eliminated on disposals o R ¥ 88 - = (30) (30)
Reclassified as assets held BN EABELERE
for sale (note 30) (Kfz£30) (90) (358) (55) (503)
At 31 March 2007 RZZTt+tF=A=1+—H - - 943 943
Provided for the year FREH = = 239 239
Eliminated on disposals & B 88 - = (71) (71)
At 31 March 2008 R-BENF=A=1+—-H - - 1,111 1,111
CARRYING VALUES REE
At 31 March 2008 R-ZEENF=A=1+-H - - 752 752
At 31 March 2007 RZZTt+tF=A=1+—H - - 905 905

FEXE

ERERARAT « 200858% O3
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For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

20. PROPERTY, PLANT AND EQUIPMENT 20. ME-BERRZE (&)
(Continued)
The above items of property, plant and equipment are EitE BERFEEBRANEEL
depreciated on a straight-line basis at the following rates BEBETHETE:
per annum:
Plant and machinery 15% R R i 28 15%
Furniture, fixtures and 20% RFA-EE R 20%
office equipment WRERE

21.

Leasehold improvements

Over the shorter of the

MHHEIE 105 (]

HEXRE

lease terms of the lease HEBE)
or 10 years
INTANGIBLE ASSET 21. BEEE
IP assets
HBEEEE
HK$'000
T%& T
CoST R A
At 1 April 2006 as previously stated RZZFZEFMNA—H (MUAE27)) =
Prior year adjustment (Note 2) NEFERAE (H3E2) 140,575
At 1 April 2006 as restated, R=ZZFTZAFMA—AH (KEF) -
31 March 2007 and 31 March 2008 —EEH+F=A=1+—"HBR
—ZEENEFE=ZA=+—H 140,575
ACCUMULATED AMORTISATION ES: £
At 1 April 2006 as previously stated REZZFZEENA—HB (MAEZ2%]) -
Prior year adjustment (Note 2) AEFEFAE (E2) 2,342
At 1 April 2006 as restated R-_ZTZERFENMA—B (BE5) 2,342
Charge for the year FAZH 14,058
At 31 March 2007 RZZEZE+LF=A=+—H 16,400
Charge for the year FAZH 14,058
At 31 March 2008 R-ZEZENF=A=+—H 30,458
CARRYING VALUES REE
At 31 March 2008 R-ZBEENF=HA=+—H 110,117
At 31 March 2007 RZZEZE+F=A=+—H 124,175

The IP asset was acquired on acquisition of subsidiaries from
independent third parties. It is amortised on a straight-line

basis over the period of 10 years.

China Solar Energy Holdings Limited ® Annual Report 2008
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For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

22. GOODWILL 22. BHE
HK$'000
& 7T
COST Rk
At 1 April 2006 as previously stated RZZEZRXFNA—H (WAE25) 188,465
Prior year adjustment (Note 2) NEFEFAZE (HE2) (140,575)
At 1 April 2006 as restated REZZTZAFMA—H (KES) &
and 31 March 2007 —EE+F=ZA=+—H 47,890
Arising on acquisition of additional EE-—FNEAR CERRESE
interest in a subsidiary 17,213
At 31 March 2008 R-ZBEENFE=A=+—H 65,103
IMPAIRMENT B
At 1 April 2006 and 31 March 2007 MRZZEZEMA—H"
and 31 March 2008 —EELF_RA=+—HK
—EENF=RA=+—H 47,890
CARRYING VALUES REE
At 31 March 2008 R-—EENF=A=+—H 17,213

At 31 March 2007

The Group tests goodwill annually for impairment or more
frequently if there are indications that goodwill might be

impaired.

The management allocated the goodwill to the cash
generating unit (“CGU") which represented subsidiaries
engaged in photovoltaic business for the purpose of goodwill
impairment testing. At the balance sheet date, the carrying
amount of goodwill represents premium of HK$17,213,000

R-FELF=A=1—A

rEESFEE

IS 28

arising from the acquisition of additional equity interest in a

subsidiary, TSG.

FRATH

SR ETRERH W
HRPRBTREEBARELHRME AISE

EREERNEIREEReELESM ([3R
CEABM] RBEXREB 2HER

A AERBREAR REER B2
ZIREEAEE AN E A
MELZ17,213,0008 TTHE R -

A TSGR% &

RIERBIRA A o 2008F ]
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For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

22.

23.

GOODWILL (Continued)

The recoverable amount of the CGU has been determined
on the basis of value in use calculations. The recoverable
amount is based on the financial budget approved by
management for the next year and extrapolates cash flows
for the following four years based on an estimated constant
growth rate of 10%. This rate does not exceed the long-
term growth rate for the relevant markets. The rate used to
discount the forecast cash flows is 15%. Cash flow projection
during the budget period for the CGU is based on the
expected gross margins during the budget period. Budgeted
gross margins have been determined based on past
performance and management'’s expectations for the market
development. In the opinion of the directors, no material
impairment loss is identified as at 31 March 2008.

Management believes that any reasonably possible change
in any of these assumptions would not cause the carrying
amount of the CGU to exceed its recoverable amount.

INTEREST IN AN ASSOCIATE/AMOUNT
DUE FROM A SHAREHOLDER OF AN
ASSOCIATE

22.

23.

g (&)

ReEXE kOB EERER
ﬁ‘”iﬁfﬂi°THQ@%%ﬁE$ETFZ“‘ﬁIE
BAEZ RFMBAEEA; T WIRMAEFTEE
HEEIOBEERKLNFELHEMER
BEEREWTNHEBEAM S c RAER
XA MEBANRA AR KA
15% - MEHRRREEEEMETIH
emERANBREEERM 2 BHER
EEF-REEMEDRBAERRRE
BESMSER AHEE -EFERA
RZZEZENF=A=+—HB WEIZFIT
M &R EREE-

EIEEMRE LR EARRZEMEER]
EEHH I EYRCELEUZRE
BEEHEANKROESE

R—BEBENR 2 Em e
W —BEE QR RRNIE

2008
—BENF
HK$'000
FBR

2007
—TTLF
HK$'000
TR

Cost of unlisted investment, at cost FELETMEERA:
Share of post-acquisition losses JE 4G U B 1% 5 18
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For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

23. INTEREST IN AN ASSOCIATE/AMOUNT 23. R—EBE R AR 2R fE
DUE FROM A SHAREHOLDER OF AN W — BHEE QXTI RRARIE
ASSOCIATE (Continued) =
Details of the Group’s associate as at 31 March 2008 are as R_EENF=-ZA=+—HAEEHE
follows: NAElZ BT :

Place of Attributable
Form of incorporation equity interest
business or registration/ directly held
Name structure operation by the Company Principal activities
= B 3 =k ¥ NN
EV T 21 HEFEZ
£ ER % i B PERRE TEEK
Taiwan C.S. Energy Incorporated Taiwan 30% Investment holding
Corporation FE AK AZ =0 (note)
(“Taiwan CS") WA (KEE)
Note: Its subsidiary is principally engaged in manufacturing of the e EMB AR T ERERERNGREEM K
production lines for solar cells, modules and panels. HAREBIRCEERZ
The summarised financial information in respect of the REBEBERNR M BERBMRAT

Group’s associate is set out below:

2008 2007

—EENE —TETLF

HK$’000 HK$'000

TET F& T

Total assets BERE 227,234 =
Total liabilities BELT 195,034 -
Net assets BEFE 32,200 =
Revenue A 57,040 -
Loss for the year FANEE 1,896 =

EEXBRRLRARAT « 200858 o7
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For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

23.

24.

25.

INTEREST IN AN ASSOCIATE/AMOUNT

DUE FROM A SHAREHOLDER OF AN
ASSOCIATE (Continued)

During the year and as at 31 March 2008, an amount of
HK$16,517,000 was advanced to a majority shareholder of
the Group’'s associate. The amount is interest-free and
repayable by 30 June 2009. The amount is secured by the
shares of Taiwan CS owned by the majority shareholder of
the Group’s associate.

AVAILABLE-FOR-SALE INVESTMENTS

23. R—EBENT 2 fE
W—BEENTRRARIE
(&
REBEZ2-_ZEZENF=A=+—HLFE
PR EENF=A=+—H8 X~&EE—
HHE AR AR ER —2%16,517,000
BILBFZERENTE ERZFZT
NERNA=ZTHEER WURSEBZEAQ
AIAM R B 2 Taiwan CSIZ(D EHE 48 -

AY

24, JHHEERE

2008 2007
—EENE T LF
HK$'000 HK$'000
FH&xT T%& T
Unlisted equity investments, at cost JELETRABTS B A AR = 116,950
Less: Provision for impairment B OB B - (109,200)
- 7,750

TRADE RECEIVABLES 25. FE R BR X
2008 2007
—EENE —ETLF
HK$'000 HK$'000
FH& T T& T
Trade receivables & U BR 3R 86,095 44,615

Less: Allowance for bad and B R IEBR B

doubtful debts (16,360) (18,860)
69,735 25,755

The Group allows credit periods ranging from 30 days to 90
days to its trade customers.

Included in trade receivables of the Group are loan
receivables which amounted to HK$437,000 (2007:
HK$44,294,000) 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. The effective
interest rate of the loan receivables is 8.3% (2007: 9.5%).

China Solar Energy Holdings Limited ® Annual Report 2008
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For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

25. TRADE RECEIVABLES (Continued)

The ageing analysis of trade receivables net of allowance
for bad and doubtful debts is stated as follows:

25. EUREBRFX (&)

FEU R T (FNBR RIFR BB ) 2 PRk DA
R

2008 2007

=

HK$’000 HK$'000

FHR THR

Within 90 days 90H A 69,735 25,655
91 to 180 days 91H £180H = 100
69,735 25,755

In determining the recoverability of the trade receivables,
the Group considers any changes in the credit quality of the
trade receivables from the date credit was initially granted
up to the reporting date. As at 31 March 2008, a customer
accounted for over 90% (2007: 90%) of trade receivables.
As nearly 50% of the trade receivables have been settled as
at the date of this report, the directors believe that there is
no further credit provision required in excess of the allowance
for bad and doubtful debts.

The amount receivables with a carrying amount of
HK$2,504,000 (2006: HK$1,357,000) which are neither past
due nor impaired at reporting date for which the Group
believes that the amounts are considered recoverable.

At the balance sheet date, included in the Group's trade
receivables with aggregate carrying amount of approximately
HK$67,231,000 (2007: HK$24,398,000) which are past due
at the reporting date for which the Group has not provided
for impairment loss as there has not been a significant
change in credit quality and the Group believes that the
amounts are considered recoverable.

FETRBERZ TNERER A&
SERERERCEARLEEERR
MEABBRAZEREEEZETH K=
TENFEZA=+—H —BEFMHEK
BRFEI0% (ZZEEEF:90%) cHRE
IR R A 50% B R AHRE B EE(E - W
EEHEHRRERREIN BAFELE—
BIEERE-

BETE1H 42,504,000/ T (ZEE /N F:
1,357,000/ 70) 2 FEWBR X & B HA
i) 7 380 HA I RUE - iR S B AR (= 48 AT R

R/

REEB SFAREE 2 BRRZF 4
BRI (E#967,231,0008 0 (ZZEZT L4
24,398,000 7T) s H AR & m B -
MAEEERZSHEZEFEERTE
BEAEE BARE AT REZERIE  §I
B ZERBELRESEREE-

EEXBERERBMRADE » 2008FH
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For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

25. TRADE RECEIVABLES (Continued)

25. EIWRBRRX (&)

Movement in the allowance for bad and doubtful RIBERBEEZS
debts

2008 2007
—ZEENF T LF
HK$'000 HK$'000
FH&xT F%& T
Balance at beginning of the year F 1) 4 5 18,860 14,435
Charged for the year FAZH - 4,425
Amounts recovered during the year FAE W EFHRIE (2,500) =
Balance at end of the year FRE % 16,360 18,860

The Group has policy of allowance for bad and doubtful

debts which is based on the evaluation of collectibility and

age of accounts and on management’s judgement including

credit worthiness and past collection history of each client.

In determining the recoverability of the trade receivables,

the Group considers any changes in the credit quality of the

trade receivables from the date credit was initially granted

up to the reporting date.

26. DEPOSITS, PREPAYMENTS AND OTHER

RECEIVABLES

AEME 2 RIFRBEBR TR E B YR
AR B2 E R Rl 2 A AR B E
ZHE (BREEREF ZE R RIAEKK
FCER) 1 B 7€ o £ B T B U AR 7R 2 AT e [Bl
RER ANREEE EERRRE &R
HEEEAEREBHARMIEMEE

R & TR ORI FE WO

2008 2007

BB \F —TTLH

HK$’000 HK$'000

FBT T

Deposits (note i) HEACEE:D), 54,437 43,497

Prepayments TE 1 5RIE 194 827

Other receivables (note ii) H b e Y3k IE (B 5Eii) 371,258 376,168
Less: Allowance for bad and i REZEBR BB

doubtful debts (354,672) (354,672)

71,217 65,820
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26. DEPOSITS, PREPAYMENTS AND OTHER
RECEIVABLES (Continued)

26.

7] & FEAY ROIR I H B IR
H (&

2008 2007
—EENE —EEF
HK$'000 HK$'000
FH&xT F%& T

Classified as: DA
Current assets mEEE 61,155 65,820
Non-current asset (note iii) ERBE E (M aEii) 10,062 =
71,217 65,820

Notes:

(if)

(iii)

During the year, the Group paid deposits of HK$9,735,000 (2007:
HK$43,497,000) and HK$44,702,000 (2007: HK$ Nil) to Chinese
United Semiconductor Equipment Manufacturing Inc. (“CUSEM")
and Taiwan CS respectively. CUSEM was a subcontractor of the
Group which became a subsidiary of Taiwan CS during the year.

Other receivables are unsecured, interest-free and have no fixed
repayment terms.

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, a
former subsidiary, in year 2003.

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 in prior years.

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.

Included in other receivables is an amount of HK$10,062,000
which is a deposit paid to an agent for acquisition of additional
interest in TSG.

(if)

(iii)

FRAEEDRIMPERSFEERE
HEBRMDBERAR([FEBS ) R
Taiwan CSX 159,735,000/ ¢ (==
T4 143,497,000/ 70) K 44,702,000
T(ZZZLF:THBx) PEBES UG
RAEERBRE REAKRTaiwan CSZ
SpEENEIR

B

/

FE N SRIR TS AR AR N EH B R EEE
H

ftt
HHA o

E

=

BERAEEHEMERRKESR Z
350,000,000 T AREBE_ZTT=4F
B H S HE R A B A 8 REXCAPITAL
Infrastructure Limited 2 8758% E £l & & i@
ziEmz REEASRE-

350,000,000 L 2 & REHARZT H
EUBHREAZEBSHAIL TRBEME
BzRR-AEACRUEFEEHE 2
R

BINRZZTEELFE=ZA=+—H ARQF
RAEEZ HhEWHRIETRE—EAK
4,672,000/ T2 itk I REBEERE
BEMEMZi& RBEE_TT F=
A=+—BLEFE ARERITHRIL Z
ERBEERME-

BIER E b UG IEF 210,062,000/ 7T

AEPIEBTSGHERM N T —RKREZFT

ir

EXBERZEREMRDE « 2008FH

91



Notes to the Financial Statements

B 75 S Ak MY

For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

27. AMOUNT DUE FROM (TO) A 27. B (FEf) —BRE—F&
SHAREHOLDER/A MINORITY DERE BEENT ZHE

SHAREHOLDER/RELATED COMPANIES

The amounts due are unsecured, interest-free and repayable

p=Ill3

% ERA BB TR B RIEEKE

on demand. Bo
In year 2007, an amount of HK$657,000 was due from a RZZEZLFE BE657,0008 T A&
company in which a director had beneficial interest. The WESHEBEEmEn 2 —RARZ KA.
maximum outstanding balance due from the related company ERBERAA e REBEELERR
was HK$657,000. 657,000 7T ©
During the year, amounts of HK$17,264,000 were due from FRN BRFERREFERER 2 QA
companies in which a substantial shareholder had beneficial Z I E17,264,00058 JC °
interest.
28. FINANCIAL ASSETS AT FAIR VALUE 28. LR RBEEINABERERZS
THROUGH PROFIT OR LOSS mEE
2008 2007
—EENFE ZETtF
HK$'000 HK$'000
FER T
Held for trading investments: RIEEBEKRE:
Equity securities listed in Hong Kong, BELEMBRAES
at fair values BAREBEARK 76,809 52,274
Equity securities listed in elsewhere, Hioi 5 ERAE S
at fair values RZARBEARK 6,568 -
83,377 52,274
At 31 March 2007, listed equity securities of HK$3,487,000 RZZEZELF=A=+—H BELETEX
were pledged as security for borrowings of HK$700,000 as 7 % 43,487,000/ 7T B 1E &700,0007%
set out in note 32. TEEZER (RHE32) -
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For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

29.

30.

BANK BALANCES AND CASH/PLEDGED
BANK DEPOSITS

Bank balances and cash comprise cash held by the Group
and short-term bank deposits with an original maturity of
three months or less. The bank deposits bear floating interest
of 3.0% to 4.9% (2007: 3.9% to 4.4%) per annum.

As at 31 March 2007, the Group’s bank deposits of
HK$8,051,000 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 investments)
for the amount of US$900,000. During the year, the pledge
has been released upon the disposal of the available-for-
sale investments.

DISPOSAL GROUP HELD FOR SALE

On 27 April 2007, the TSG and its wholly owned subsidiary
TSNA, entered into an agreement with Solar Co. NJ, in which
an immediate family member of a director of the Company
has beneficial interests, to transfer all machinery, equipment
and hardware associated with the business of manufacturing
of photovoltaic panels and sale of the photovoltaic
manufacturing equipment located in United States to Solar
Co. NJ. 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).

The shareholders of TSG have passed a resolution on 17
February 2007 authorising the Board of Directors of TSG to
enter into the agreement. Accordingly, the carrying amount
of net assets of the disposal group as at 31 March 2007
have been classified as held for sale amounting to
approximately HK$14,342,000 and resulted in a loss on
remeasurement to fair value less costs to sell amounting to
approximately HK$2,717,000.

29.

30.

RTEHRRE® SEFR
TER
BITHEBREACPREASEREZH S
RIREEAE B =8 A AN 28 RTT
FRRITEREN FI0EEL9E (=
TELF:39EFL44[E) 2)FENFFE
Eo

RZZEZTELF=A=+—H K&K
® 8,051,000 T iR 17 77 X 2 #&
8 ¥ 88 77 + LA [A Weihai Bluestar Terra
Photovoltaic Company Limitedi® ¥ & %8
900,000 7T 2 FE #)R B {ZE ARk - A= B
BBEZARN3% KA BEAERTA
AHEEZRE - REAN ZEFERD
EAHEECRERRR-

HESEHEZLERS

NR-ZEELEMA-_++H TSGRESR
& b1 B A BRI TSNAEE Solar Co. NJ (AR 2 A
HEh —NESCERSBHRBHERE
%) 51175 » [AISolar Co. NJEE =% B2 {7 72
ERHZHREERBER KRB ERE
HEXBHERAZMAKSE JEREGF-
ZEXBHBAEERABGBE D EAFE
HEEBERREHEEEERRA ZAE-

AR EELK2EAPA_ZTTLEN
AZ+tRZEER# BEFTHEH
BEERBBZANBE-REFEHNA
11,625,000 7t (1,500,000 7T) °

TSGZRRERZZEZE+F=-_A+tH
AR —IERAZRR BETSGES 2L
oA HEHEEEEFENR-ZEZ L
F=A=1T—HHWIRMEE 14,342,000
BLTESIBERFEEHEE EEEHTER
EHERAZAAEBEZEBEERAY
2,717,000/ 7T
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30. DISPOSAL GROUP HELD FOR SALE 0. HEFFFHEZHEA
(Continued) (&)
The major classes of assets and liabilities of disposal group R_EELEFE=A=t+—"HOBEAEEE
at 31 March 2007 which are classified as assets held for ﬁ’%é?zlﬂj HEWMBEERBEEE
sale are as follows: R

Carrying
amount
upon being
classified as

Fair value held for sale
BEHE
AREE BEBBEZEREE
HK$'000 HK$'000
THET F%& T
Assets BE
Property, plant and equipment (note 20) #1% B &= & & & (FfsE20) 10,616 13,333
Inventories FE 758 758
Trade receivables (note (a)) & W BR 30 (BT 3E(a)) 37,627 37,627
Other receivables H b fE U FRIE 5,219 5,219
Assets classified as held for sale DERBFIEHEEE 54,220 56,937
Liabilities a8E
Trade payables (note (b)) JFE 1~ BR 2k (BT £ (b)) (35,600) (35,600)
Other payables H fib & {5 18 (6,995) (6,995)
Liabilities associated with assets EAMEAGEHEEES@
classified as held for sale ZBf&E (42,595) (42,595)
Net assets of disposal group classified DA (EHE 2 HEHE W
as held for sale BEFHE 11,625 14,342

China Solar Energy Holdings Limited ® Annual Report 2008
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For the year ended 31 March 2008 #HZ —

30. DISPOSAL GROUP HELD FOR SALE
(Continued)

(a) Trade receivables generally have credit terms of not
more than 60 days. An ageing analysis of trade
receivables at 31 March 2007 based on invoice date, is

as follows:

ZENF=ZA=+—HILFE

30. HERFHEZHEAS

(48
(@) BEREFR—REEHAIZRAT
R-R—FTLF=A=1+—HE
H&EE X% R B8 2 MRk o T w0
T

HK$'000

FHE T

Current — 90 days ENE#AZ=90H 36,567
91 days to 180 days 91THZ=E 679
Over 181 days 181H A £ 381
37,627

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

based on invoice date, is as follows:

by R-ZZEZELF=A=+—H Ef
RARERERAZERE DTN T:

HK$'000

T

Current — 90 days BENEiZ90H 31,093
91 days to 180 days 91H & 2,747
Over 181 days 1818 A E 1,760
35,600

EEXBERERBMRADE » 2008FH
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For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

31. TRADE AND OTHER PAYABLES

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

follows:

31.

FE A B K % HL At FE 3 7K IR
FE BR AR R A B SRR B A B

HE (BRENRRZEREIN 0T

2008 2007
—ZEENE ZTTLF
HK$'000 HK$'000
FET FHE T

Trade payables S BR K
Within 90 days 90H 12,497 504
91 to 180 days 91H £ 180H 769 —
Over 180 days 180H KA £ - 599
13,266 1,103
Temporary receipts from customers RERE 2GR 4,500 18,720
Other payables and accrued charges HibEHIBEREFER 11,089 5,437
28,855 25,260

Included in trade payables is an amount of HK$12,306,000

(2007: nil) payable to CUSEM.

32. BORROWINGS

The borrowings which are repayable on demand are analysed

as follows:

32.

B FE 7 FE 1~ BR 2R 2 12,306,00058 JT A
B FTHREBAEZARB(ZEZTLF:

BMEREREZBESMMT:

2008 2007

—EBNF -TTt%

HK$'000 HK$’'000

T TF%& T

Loan from securities brokers, secured REBHFERLZER BIRA - 700
Other loan, unsecured H 4B IR EIK A 600 =
600 700

China Solar Energy Holdings Limited ® Annual Report 2008
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For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

32. BORROWINGS (Continued) 32. fRE (&)
Loans from securities brokers are secured by certain equity REBHELCEFT UG TRAFESE
securities (note 28). All the borrowings are denominated in AR (BIsE28) P B e EH B TEHE:
Hong Kong dollars and are repayable within one year. Loans BAR—FRNEE- REBHFLCLZERE
from securities brokers are interest-bearing at prime rate FIREEBENEMIEESEEE - EEA
plus 3% to 5% per annum. The effective interest rate is & A10.8FE -
10.8%.
During the year, the other loan bears interest at prime rate RER At EFTIRREBENEMNIE
plus 3%. The effective interest rate is 8.3%. The proceed is B -BRFRASIE-FIBHREREARAE
used to finance the trading of investment securities. BEREBHFZER
33. DERIVATIVE FINANCIAL INSTRUMENTS 33. T 2RI A
2008 2007
—EENE ZTTLF
HK$'000 HK$'000
FER T
Warrants — listed in the SEHK RIRRETE — R B AP ETh 112,797 =

On 8 November 2007, the Company had successfully placed

751,980,000 warrants in registered form, giving the holders
thereof the rights to subscribe up to 751,980,000 shares in
aggregate in cash for HK$391,029,600 at an initial
subscription price of HK$0.52 per share, subject to anti-

dilutive adjustments, at any time from 13 November 2007
to 12 November 2009, both dates inclusive (the “Warrant
Placing”). The warrants were issued at an issue price of

HK$0.034 per warrant.

The gross proceeds from the Warrant Placing was

approximately HK$25,567,000. The transaction costs of
HK$1,495,000 has been charged to the consolidated income
statement during the year. A fair value loss of
HK$87,230,000 was charged to the consolidated income
statements during the current financial year.

No Warrants have been exercised since the date of Warrant

Placing. Exercise in full of such Warrants would result in the
issue of 751,980,000 additional ordinary shares of HK$0.01

each in the Company.

The fair value of the warrants as at 31 March 2008 was

determined by reference to the quoted market price of the

warrants.

R_ZEZEtF+—A/\B AARKIHA
504 7 B & 751,980,00017 7R MR 4E 3%
MYFHEAENR-_ZEZELF+—A+
—HEZZEZTNF+—A+TZHHH (2
REEMXR) AERKRE R ZREE
B 7H0.527 T (7] T RESEHAE) B
He A £391,029,6008 TRBERZ
751,980,000 izt ([RAXHEFBELE]) -
RREBNEITEETM0.034B TEIT-

REEBFREMNBSRELED
£25,567,0008 7T F N 4R & Wz =
B R 5 A8 1,495,000 7T © A 28 B
BEEEREE WK MER87,230,000
BITZAnBEERE-

BERREEIREE B AR EITEEM
RIXHRETE 7% F R AR RS W B BAT (R
1538 B RE N EE 1T N2 E] 751,980,0000% &
M EE0.01B L 2 LAk

R-ERN\F=A=+—A BREBZ
REEDSERBEE L TSRES

o

77

[l >
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Notes:

During the year, subscription rights attached to 16,100,000 (2007:
23,100,000) and 105,300,000 (2007: 49,800,000) share options of the
Company were exercised at the subscription price of HK$0.088 and

HK$0.166 per share respectively, giving rise to the issue of 121,400,000
(2007: 72,900,000) shares of HK$0.01 each for a total consideration of
HK$18,896,600 (2007: HK$10,300,000). Accordingly, additional share
capital of HK$1,214,000 (2007: HK$729,000) and share premium of
HK$17,683,000 (2007: HK$9,571,000), before netting-off issue expenses
and not including the amount transferred from share option reserve, is

resulted.

China Solar Energy Holdings Limited ® Annual Report 2008

34. SHARE CAPITAL 34. iR
Number
of shares Amount
i3 8B ok
‘000 HK$'000
T % F& T
Ordinary shares of HK$0.01 each FRMEIB T Z EBEK
Authorised: EER A
At 1 April 2007, 31 March 2007 and RZZEZLFMA—A/-
31 March 2008 —ETZL+F=A=+—H8EK
—EENF=A=+—8H 100,000,000 1,000,000
Issued and fully paid: ERTRHBERA:
At 1 April 2007 R-_ZEZ+FMA—H 3,632,552 36,326
Exercise of share options 171 5 X 1 72,900 729
Exercise of warrants TERRER 169,450 1,694
At 31 March 2007 RZEZE+LF=A=+—H 3,874,902 38,749
Exercise of warrants 17 B R A 375,700 3,757
Exercise of share options 1718 R A1 =8 121,400 1,214
At 31 March 2008 R-ZEENF=ZHA=+—H 4,372,002 43,720

B 5 -

£ 7R AKN2RA A 16,100,000 (=T F + F :
23,100,0001%) %% 105,300,0001p (=B Z L4 :
49,800,00017 ) BB AR RERENT 2 RREREETT (R RIE
B9 5l ASR0.0884 T R BHR0.166/ 7T ' LA
JBE£17121,400,0000% (= EZ 4 72,900,000
) BBREEILNBTZRG BAKREAL
18,896,600 jT (= T Z + 4 : 10,300,000/
TC) o E It EBAR AR 01,214,000 T (=2 F
+5:729,000/% 7T ) : WA HIBR 217 X Al R
PREEREERERERBZBRLT &ERKRAG
% 817,683,000 7T (=B Z+ 4 :9,571,000/%
TT) °
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For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

34. SHARE CAPITAL (Continued)

35.

During the year, an aggregate of 375,700,000 (2007: 169,450,000)
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
375,700,000 (2007: 169,450,000) warrants for a total cash consideration
of HK$43,581,000 (2007: HK$19,656,000). Accordingly, additional share
capital of HK$3,757,000 (2007: HK$1,694,000) and share premium of
HK$39,824,000 (2007: HK$17,962,000), not including the amount
transferred from warrant reserve, is resulted. As at 31 March 2008,
except for the warrants disclosed in note 33, there are no other
outstanding warrants.

SHARE-BASED COMPENSATION

THE 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.

34. R (&)

35.

F RN - #£375,700,00010 (=T T + F :
169,450,00017 ) SRR HEFE AT - BBURRIEE
FRR0.1168 LA #£377375,700,00088 (=T
+ 4 :169,450,0000% ) & PR EI1H0.017% 7T %7 AR LA
RS 88 $ K (8 /543,581,000 L (Z 2T
+ 4 :19,656,0007% 7T ) ° A 1 - & BUR 2 35 0
3,757,000 7T (ZZZ+4: 1,694,000/ 7T) * I
RTBEERERREISEERB BT &%
15 B 17 3% 1€ 39,824,000 L (=TT + &
17,962,000 7T)  R=_TETNF=A=+—H8"
B B 5 33 P 42 B8 2 SR AR AEE 5B A - N 4B A 1 R AT
2 RRHEE -

PR ¥ 2 &

AT

RZBEZEZFLAZ+ B KAREMN
—HBEREAE ([T _F5t8l]) -
RE_ZFZT_Fi8 EFEREA2E
AREEERNERSUAREERMZ
EPREIFRBES FHEM LB Pk
FEREREAERALTROBRE AR
BARABHK EFEREANETITE
B HEZERTIFER: @QRHNEKLE
BEAM(DAREXE) ERMXAER
WERMII 2 WHE: (b)RZ X ERE
FHzAREEEERAROEBRZMEH
WERMAH 2 FHRTE: R(o)EBRE
BARBERE) - WEBBEARA
BRABERE-—BRRBTATEZ K
ME HEEFARBERE G A ERER
HE AR AT AR TE - IO B A B AR A B - 7R A
ARE L BRER LS m30H 2/
LERER 2 BRENRE.008 T
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35. SHARE-BASED COMPENSATION (Continued)  35. LXHxﬁS‘ZﬁZ%Wa (%)
THE COMPANY (Continued) 7 (&)
E@x/\ﬁéﬁ“‘ﬁ%ﬂx BRI 2 HAIR - 45

The period within which the shares must be taken up under

100

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.
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HEENEEE ETRERKR_ZTF
—FHEERRFTF

BIE—TT _F5 & RARQ Al E A E b
BRETEE TERNGERDHEE 2B
B (BRETERRTEZERE) B
TEME R RATINETZRMBE R
HERLBHIEFEAFZ@ABBA T
BERBELBHEETRDZ1% °

ABRE-—TT-_Fi 8l RAQ A ERE
@%h%ﬁ%&ﬁZ%ﬁ%h%%ﬁﬁ

%¥ﬁ2%@ﬁauﬁ%$ﬁﬁﬂ$
@Tﬂm&&h@fqyfiﬁ%
zaﬁﬂh$2m%vﬁ$AﬂTmEH
Frix SkERRAEFT R ZREH
BEENZBREIREAEEAERITR
m210% °
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35. AR <Y 2 Wi fE (A7)
AT ()
BE-FT-FHARAARM 2 BE

35. SHARE-BASED COMPENSATION (Continued)
THE COMPANY (Continued)
The movement of the share options granted by the Company

under the 2002 Scheme are as follows: BEEHET:
Exercised Granted Exercised
Outstanding  during the Outstanding  during the  during the Outstanding
Exercise at  year ended at yearended year ended at
Date of grant  price Exercisable period 1.4.2006 31.3.2007 31.3.2007 31.3.2008 31.3.2008 31.3.2008
HZ ® Hz HZ2 iy
R ZBERtE CZZZtE ZBEZNE CZBE\E CZZE)\F
—EERE =R =R = =A =R
mA-A =+-ABL Er=F ESar=Eil ZS=fk Eqr=F
it B fiEE TES HATE FEATR HATE FEARE FERTE LETEd
HK$
BT
Directors of the Company ~ 25.11.2004 0.088 20.12.2004 - 19.12.2014 23,100,000 - 23,100,000 - - 23,100,000
ARRER i U3 “ETMEF-A-tHZE
+-A=t+%A “Z-mE+ZA+AR
22.6.2005 0.166 27.6.2005 - 26.6.2015 3,100,000 (500,000 2,600,000 - - 2,600,000
ZELRE “Z3TRERAZ+LAZE
~NAZt+Z=H ZE-RERAZTAE
Consultants 22.12.2003 0.160 2.1.2004 - 1.1.2014 16,117,006 - 16,117,006 - - 16,117,006
B Z3T=F “ZTME-A-HZE
+-A=+=H “Z-RmE-A-H
25.11.2004 0.088 20.12.2004 - 19.12.2014 62,300,000  (23,100,000) 39,200,000 - (16,100,000) 23,100,000
it 3 U3 “ZINEF-A=tAHE
+-A=+%A “E2-ME+-A+AA
22.6.2005 0.166 27.6.2005 - 26.6.2015 53,000,000 - 53,000,000 - (53,000,000) -
—ZTHE ZZTRERAZTLAE
AAZ+ZH ZE-RFNAZTAH
22.6.2005 0.166 20.7.2005 - 19.7.2015 171,200,000  (45,200,000) 126,000,000 - (27,000,0000 99,000,000
“ZTHE “ZZRFLAZTHE
~NE-t=AH ZZ-R%tAtNB
4.9.2007 0.566 3.10.2007 - 2.10.2017 - - - 326,300,000 - 326,300,000
3 “ZRRLFETAZHE
NAEA “E—tF+AZH
Directors and employees 4.9.2007 0.566 3.10.2007 - 2.10.2017 - - - 30,000,000 - 30,000,000
of the associate ZETtF “ET+ETAZAZE
BENRAESRER AAMA “F-tFtA=H
Employees 22.6.2005 0.166 27.6.2005 - 26.6.2015 29,100,000 (4,100,000) 25,000,000 - (25,000,000) -
E& “2TRF “ERRFAAZTLAZE
~NAZ+ZH ZE-RFRAZTAH
22.6.2005 0.166 20.7.2005 - 19.7.2015 300,000 - 300,000 = (300,000 -
“TTHE “ZTRFLAZTHE
~NAZt=H “E-nftATAR
4.9.2007 0.566 3.10.2007 - 2.10.2017 - - - 19,700,000 - 19,700,000
3 “ZRRLETAZHE
NAEA “E—tF+A=H
358,217,006  (72,900,000) 285,317,006 376,000,000 (121,400,000) 539,917,006
Exercisable at the end of
the year
FREF{TRE 539,917,006

FERNBWHEARIER EEREEUR
NEBREEBBAAERBEEBREZR
BARSAB T (ZEZTLF 2787T) °

The consideration received during the year from the
consultants, directors and employees of the associates and
employees of the Group for taking up the options granted
amounted to HK$54 (2007: HK$27).

ir
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35. SHARE-BASED COMPENSATION (Continued) 35. AR X+ 2 #E (&)

102

THE COMPANY (Continued)

During the year ended 31 March 2008, share options were
granted on 4 September 2007. The estimated fair values of
the share options granted are HK$117,099,000. The share
options were vested immediately as at the date of grant.

In respect of the share options exercised in the current
financial year, the weighted average share price of the
Company at the dates of exercise was HK$0.546 (2007:
HK$0.754) per share.

Details of the fair value of the share options determined at
the date of grant on September 4, 2007 using the Binomial
model with the inputs are as follows:

AAT (&)
HE_ZTTZN\F=ZA=+—BHLEFE &
SEHERZZZZLFNAMNBEHETEER
MR EHBREZGTARNEER
117,099,000/ 7T ° B B8 i IR AE B R 5
EHENREE-

AR A B B EITE 2 BB 5 - 10T
EERBZARANMEFTHRERSE
P20.546 T (ZTZELF:0.7548T) °

R-IZEZLFAANBRBERANAB =
HARLBE ZEREAAEEFRE (K
W AE) T

Share price at date of grant HK$0.53 BBz RE 0.538 7T
Exercise price HK$0.566 TEE 0.566 7T
Option life 10 years 5 % R 5 R 104
Expected volatility 74% T8 B R 18 74%
Risk-free rate 2.577% # [ i ) =R 2.577%
Expected dividend yield 0% TE B R B & 0%

Expected volatility was determined by using the historical
volatility of the Company’s share price over the previous 7
years.

The Binomial model has been used to estimate the fair value
of the options. The variables and assumptions used in
computing the fair value of the share options are based on
the directors’ best estimate. The value of an option varies
with different variables of certain subjective assumptions.

In the current year, an amount of share-based payment
expenses in respect of its share options of approximately
HK$117,099,000 (2007: nil) has been recognised in the
consolidated income statement with a corresponding
adjustment recognised in the Group’s share option reserve.
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BEEREIDNARRAKRENBELSF
ZERRIEETE -

A 4 B B R PR B AR B AR
D g (ElE -5 RR A Ao (E (RS P 2
YR BRI NEEZ BB
W BESEEE T ERERZT
GETSET T

RAFEERGERERTEERERR
PARR 1 25 2 2 £ 58 49117,099,000%
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35. SHARE-BASED COMPENSATION (Continued) 35. AR X+ 2 #E (&)

SUBSIDIARY

On 31 December 2005, 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 (ii)
the fair market value per share on the date of grant for
cases other than that described in (i).

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.

i@ A Al

R-_ZEZTRF+-_A=+—H Ar&EBHZ
MEBARTSGE M —HBERETE ([=
TERFE]) - BE_ZETRFFE]
TSGZEE ([TSGEH ) ERERHTSG
ZERETEERZ2ME BTSGZE
E SRBEREMER URTSGRHE
WBAREE BEBHAN T —==%F-

TSGEFERBEETTRRND 2ITEE"
EOHBREDE TRE-_ZEZRFE
ESIERZIEE MEMESTERERE
WA B BTSGE H & A Al s i @ A Al
FRERERIIR G 2 I Z#E10% - BRAERET
EERRBEEBERZALTEZ
110% 5 k(i) A& () ET B R LA INE - B 78
BERTEEARLBERZAATE.

BRBEBBAEABRD ZHARATSGE
FET ERFR_ZETRFFEMAZ
B TEZRSFHI10F - RIBH B
FE - URREMARER R-_FFH
FHEREZBREREBRAITE-

BIE—ZERFAEIATREETIROL
51,5000 g — TR EFEH BT L
2 T fr] B AR AR B R 20 3 B A T SR L 4%
IFMAREBREBTE KEFAREAmMS 2
Bk EKTEEITE  HIMTSGH B
ERIFERAE BRABRER Y R 2R E
ABDAIZ ST AFHEBERLE
A& 2 R o PAEfr] — {1 B B 4F 2 7] DA RE AR
BEXBRTEERL2INE ZTSGRMD 4
H &= 51,0000
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35. U =2 @E (&)
WA S ()

35. SHARE-BASED COMPENSATION (Continued)
SUBSIDIARY (Continued)

The movement of the share options granted under the 2005
Scheme are as follows:

RE_FTAFAERIZEREZE
BT

2008 2007

“EENF —TTLE
Weighted Weighted
average average
exercise exercise
Number price Number price
¥ 19
L= TEE #A TfEfE
HK$ HK$
B BT
Outstanding at April 1 R A—BHEERTHE 1,058 6,154 1,226 6,154
Cancelled it 3 (48) 6,154 (161) 6,154
Lapsed E (269) 6,154 (7) 6,154
Outstanding at March 31 R=ZA=+—HHEKRIE 741 6,154 1,058 6,154
As at 31 March 2008, 223 (2007: 377) share options were RZEENF=ZA=+—H 223H (=
vested and exercisable. The outstanding share options as at TELF:377) BRECEB RA T
31 March 2008 are exercisable from the date of vesting to IE-RZEENF=A=1+—HHERT

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$373,000 (2007: HK$467,000) has been recognised
as staff costs in the consolidated income statement for the
year ended 31 March 2008.

China Solar Energy Holdings Limited ® Annual Report 2008

FrERERGEEREE T —FF
+—A=+—HILEMEA F1TE-

BE_ZSEAFHENFARE 2BER
EERIBEE BV BIRE LR FE 25 AR
A 11£373,000% 7T (ZEZ 4 :467,000
B ERBE=ZEENF=A=+—H
EFEEZRERARERRBE LKA



Notes to the Financial Statements

B 75 S Ak MY

For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

36. OPERATING LEASE COMMITMENTS 36. KEHERIE
At the balance sheet date, the Group had commitments for REER AESERBEEHEEBENEZ
future minimum lease payments in respect of rented premises XEAERBBAEZZNRBE LT
which fall due as follows:
2008 2007
—EENE ZETtF
HK$'000 HK$'000
TER T
Within one year —F R 879 4,729
In the second to fifth year inclusive —ERF (BREEEME) 77 13,339
After 5 years A hF - 11,027
956 29,095
Operating lease payments for the year represent rental FAZKEHERERAEERERAD
payable by the Group for its office premises whereas the EMERN S MEF2E&EHER
operating lease payment for last year included the lease of HABE Tt REF2HEHE-HETFT A
land and building. The lease run for an average term of two HME (ZEZTLF:+F) AEEHE
years (2007: ten years), with an option to renew the lease EREEBBAETHAOREHNERGER-M
and renegotiate the terms at the expiry date. The lease does BV EPFEEMNSIAEEE-
not include any contingent rentals.
37. CAPITAL COMMITMENTS 37. BARAFE

As at 31 March 2008, the Group had the following capital
commitments:

Pursuant to the signing of an agreement regarding to an
investment in an associate by an subsidiary on 21 May 2007,
the Group is required to make capital contribution of
RMB100,000,000 (equivalent to approximately
HKD110,000,000). During the year, the Group did not make
any capital contribution for the investment. As a result, a
capital commitment of HKD110,000,000 arose as at 31
March 2008.

R-_EENF=ZA=+—H8 ~&EEZE
RAGHT

RIE—HNBRARR_ZEZTLFARAZ
+T—BER—EBERRZRER 2
= ASEEZAED AR 100,000,000
7T (FAZE R 49110,000,000/8 7T) 2S£ & °
FRN AEETEAEBREFE R =2F
ZENF=ZA=1+—HE4110,000,0007%
T2 B ARG
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For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

38. LITIGATIONS

39.

On September 21, 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 consolidated financial statements for these
proceedings.

38. &

= 7R

R—RAhNELAZ+—8 KATZA
FESEEZRLEERBSERREHBA
A A REA 15,000,000 7T ° = Al 1L 5%
EEBR—ANEFENARKREARE R
B=FINZERBERZS HAQR]
WRAEEEZERE - EEEEREHA
EEE REARFAILEER=ZZTZT
FRABTERERFARRITE  HE
BRBEAREAFLATLGEVBRER
HR Y o

RELATED PARTY TRANSACTIONS 30 BEAELR S
During the year, the Group had transactions with related FR REBEAFEATTETUATR
parties as follows: 2
2008 2007
—ZEENE —ETLF
HK$'000 HK$'000
FET T
Interest expense (note a) FERXZ (KzEa) 1 41
Operating lease rental in respect of ENMEZKELEHERS

properties paid (note b) (Bt 3ED) - 200
Purchase of manufacturing BARERE (FFsEh)

equipment (note h) - 27,789
Research and development expenses o 25 B 2 (BYsEc)

(note ¢) = 726
Secondment service income (note d) B AR WA (M sEd) 2,915 2,579
Sub-contracting fee (note e) EBEA (Miite) 57,040 =
Commission expenses (note f) &5 (FYsED) 237 62
Share-based payment BTHEARESEREEZ

to directors and employee of PARR 0 32 159 318 (FMf7Eq)

the associate (note g) 9,443 -
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For the year ended 31 March 2008 & ZE

39. RELATED PARTY TRANSACTIONS
(Continued)

Notes:

(a)

As at 31 March 2008, short-term loan of HK$600,000 (2007:
HK$700,000) was advanced to the Group by companies in which
a director of a subsidiary of the Group has equity interest. Interest
expenses charged by the related party for the year amounted to
HK$1,000 (2007: HK$41,000).

An area of office premises, owned by a related company in which
a director of a subsidiary of the Group has equity interest, was
occupied by certain subsidiaries of the Group. For the year ended
31 March 2007, HK$200,000 was paid by the Group for the
operating lease rental. No operating lease rental was paid by the
Group during the year.

During the year ended 31 March 2007, the Group has entered
into research and development agreement with a related company
in which a director of the Company had equity interest. Research
and development expenses incurred by the Group in last year in
respect of the agreement was HK$726,000.

Secondment service income of HK$2,915,000 (2007:
HK$2,579,000) was derived from secondment of staff to a related
company in which a director of a subsidiary of the Group has
equity interest.

An subcontracting fee of HK$57,040,000 (2007: HK$Nil) was
paid to CUSEM for the production of solar cells, modules and
panels. In the course of the subcontracting work performed by
CUSEM, the Company had purchased machinery and paid
expenditure on behalf of CUSEM amounting HK$11,700,000,
which had been off set against the subcontracting fee.

Commission expenses of HK$237,000 (2007: HK$62,000) was
paid to a related company, in which a director of a subsidiary of
the Group has equity interest, for handling the investment
securities of a subsidiary of the Company.

ENF=ZA=+T—HLLEE

39 BEALRG (&)
P

(@ RZBEZENF=A=+—H BF2AMA
AN H BB B E 3K600,0008 T (ZEF
+4:700,000%7T) ' AN EE —FHHEA

Z—NERBRERERAIZKRE-ZHE
EHRERWRER 2 RIS F X &1,000% T
(ZEZL4:41,00087T) °

(b) $$l%$ﬁ1%@715ﬁ%¢"*%¥7%
CREWRAEYMERAEE —BHNEAR
Z—NEEHARE —HEEA A%

ﬁé&zi_zﬁzti A=+—BLEFE:
AEE 48 EHAEM$200,0007 7T ° A
SERFALESMEASEHEERS-

(0 BEZZALF=RA=+—HLEFE &
SEE-FHRERRLARRERG
Eﬁ’ﬁ$Aﬂ*%§$%ﬁ§ZE§E’AEZ
B AEEEFRZBEEE 2T EER
F %726,0007% 7T °

(d) 2,915,000/ 70 (ZZZ+4:2,579,0007%
TL) ZEARB KA TIR A M —EREER
AIRHEAEIRYE MASE—HHNEB
RAZ —NEEHEAZBERT 2 RHE-

(e) 57,040,000 T (ZTT+F :THx) 2
ABEBERTIREEKNBGES A4 RIE
BRI Z AT FARERES (LR BHRERS
EIT 2 TRE - RNQRAIREKPERESRKE
#2230 7 {4 5 11,700,0005% 7T+ & 3 5
S EHEEABERAYEE

(f) 237,000 L (== + 4 :62,000/ 75)
2RI TERARA B KB A A
ZEREBEHFINT HBEEAR MAS
E-—RBARz UEEEAZBER
A) 2 B b o

EXBERZEREMRDE « 2008FH
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For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

39. RELATED PARTY TRANSACTIONS 30. BEAEXRS (&)

(Continued)

(g0 During the year, the Company has granted 30,000,000 share (90 REAAQRAHMAEEHRERRZ—H
options to the directors and employee of a subsidiary of the MiE ARz EE RiEE R 30,000,0001
Group's associate. The fair value of the shares granted amounted ERE-ERERNDZAABER
to HK$9,443,000. 9,443,000/ 7T °

(h)  During the year ended 31 March 2007, the Group had purchased (hy MREBEE=ZZTZtLtHF=A=+—H Ltif
certain manufacturing equipment, which were used in the long- RN AEEAR - UESHAEETHEES
term services work provided to customers, from a company in AIREE TAEESRB: ﬁﬁﬁﬁﬁ%}fk@tz
which a director had beneficial interest. RHARB TR

The key management personnel of the Group is the directors REBFEZEBEAEBRES EFMe

and details of the directors’ emoluments are disclosed in FIBEERMFE16HEE-

note 16.

40. RECLASSIFICATION 40. B D E

In prior years, the management of the Company requested RBEFE ARARBEEERMEZRS

two companies, in which Mr. Li Di had beneficial interest, EEREFREEERER LA RREKA

to receive trade deposits from a customer on the Company’s AEIA—BEPKEE ZFT2 - BARESH

behalf. As Mr. Li Di became a beneficial owner of a holding EERFRNRKBRARERA G E R

company of the Company during the year, the amount of HE AN B AZ17,264,000/8 T2 5 IEE

HK$17,264,000 were reclassified from other receivables to BEMERRIEEN 9 A E WS

amounts due from related companies. AIFRIE

1 08 China Solar Energy Holdings Limited ® Annual Report 2008
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41. PARTICULARS OF PRINCIPAL SUBSIDIARIES 41. XA RIFEMB AR 215

OF THE COMPANY

Percentage of

Percentage of

Place of issued issued capital held Principal activity and
Name incorporation share capital by the Company place operations
BRITRE NANCESL |
£ T iR B 3L 3t B BAt EETRABDL TEEBREX LY
2008 2007

“EENFE —TTtHE

REXCAPITAL Group Limited British Virgin Islands 1 ordinary share 100% 100% Investment holding in
KBRZHS of US$1 Hong Kong
1k & R NEBREREER
BRI1ET
Golden Chino Limited British Virgin Islands 1 ordinary share 100% 100% Participation in primary and
RABRAES of US$1 secondary securities market
TRE &K in Hong Kong
BRI1ET REBLEIZR
REZHT5EE
Eaglefly Technology Limited British Virgin Islands 1 ordinary share 100% 100% Investment holding
XERAEE of US$1 in Hong Kong
1R AR REBEBREREER
FR1ET
China Solar Energy Hong Kong 1 ordinary share 100% 100% Production of solar
Group Limited BB of HK$1 energy products
1R & AR REAGEER
FRIBT
Add Result Holdings Limited British Virgin 1 ordinary share 100% N/A Investment holding
Islands KBRZHS of US$1 TiEA in Hong Kong
1R AR REEREREER
BRIET
China Solar Energy Hong Kong 1 ordinary share 100% 100% Inactive
Development Limited 2 of HK$1 FER
1k & B R
FRIBT
REXCAPITAL (Hong Kong) Hong Kong 10,000,000 100% 100% Provision of investment
Limited B ordinary shares advisory services in

HERE (FE) BRAA

of HK$1 each
10,000,000 & 38 fix
FRIBT

ir

Hong Kong

REBRMERERRE RS
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For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

41. PARTICULARS OF PRINCIPAL SUBSIDIARIES  41. KA TR EEMB L A 2515
OF THE COMPANY (Continued) (%)
Percentage of Percentage of
Place of issued issued capital held Principal activity and
Name incorporation share capital by the Company place operations
BRITRE ERAER
A1 S A L it 2 BAl ERTRABESL TEEBREXBY
2008 2007
“EENFf ZZTtF
REXCAPITAL Enterprises Hong Kong 2 ordinary shares 100% 100% Provision of management
Limited B of HK$1 each services in Hong Kong
HEEEFRRA 2REBR RNE B R E B R
FRIAET
D & M Finance Limited Hong Kong 2 ordinary shares 100% 100% Money lending
0 of HK$1 each in Hong Kong
2REBR REBEBREER
BR1BT
REXCAPITAL International Hong Kong 1 ordinary share 100% N/A Inactive
Holdings Limited of HK$1 TER JEER
HREBRZERERAA Bk 1R AR
BR1BT
China Solar Energy (Macau) Macau 25,000 ordinary 100% N/A Inactive
Limited R share of Macau TER JEER

Pataca 1 each
25,000/ & i fix

SR1IRMT
REXCAPITAL Technology British Virgin Islands 1 ordinary share 100% 100% Investment holding
Limited EBERAES of US$1 in Hong Kong
&1 REBREREER
BRI1ET
REXCAPITAL Financial British Virgin Islands 1 ordinary share 100% 100% Investment holding
Services Limited EABRAES of US$1 in Hong Kong
(&1 REBREREER
BRI1ZET
REXCAPITAL Strategic British Virgin Islands 1 ordinary share 100% 100% Investment holding
Investments Limited EABRAKES of US$1 in Hong Kong
1A AR REBEREREER
BRIET
REXCAPITAL Management British Virgin Islands 1 ordinary share 100% 100% Investment holding
Limited ABRAES of US$1 in Hong Kong
1HRE AR REBEBEREREER
FR1ET

1 1 O China Solar Energy Holdings Limited ® Annual Report 2008
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For the year ended 31 March 2008 EHZ-—ZTTNF=-A=+—HIEFE

41. PARTICULARS OF PRINCIPAL SUBSIDIARIES 41. 7

OF THE COMPANY (Continued)

Percentage of

/,
(&

)

Percentage of

RBAEEWEB AT 2B

Place of issued issued capital held Principal activity and
Name incorporation share capital by the Company place operations
BRITRE ERAER
L T iR B 3L 3t B Aot ERTREABOL TEXBREXLE
2008 2007
“EENE ZTTLF
Capital View Investments British Virgin Islands 1 ordinary share 100% 100% Provision of nominee
Limited RABERAES of US$1 services in Hong Kong
(&1 RNEBREAE AR
BRI1ZET
Twin Star Agents Limited British Virgin Islands 1 ordinary share 100% 100% Holding nominees shares
EBRAKES of US$1 for the Group
(&1 in Hong Kong
BR1ZT REAKERERERE
R ABRH
REXCAPITAL Secretarial Hong Kong 2 ordinary shares 100% 100% Provision of secretarial
Services Limited ¥ of HK$1 each services in Hong Kong
HEUERBERAA 2R E B WNEBREUE RS
FRIBT
Terra Solar Global, Inc. United States of 10,000 ordinary 60% 51% Investment holding
America shares shares of in the United States
e US$0.01 each REBRERERR
10,0008 & 58 fix
BR0.01ET
Terra Solar North America, Inc. United States of 200 ordinary 60% 51% Licensing of patent rights

America

XB

shares, no par value
00 EEELER

ir

in the United States
REBREDEZMETA

BERIEIR AR A A o 2008F ]
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Five year Financial Summary

IFEMBRE

Year ended 31 March
BZ=A=1+—HLLEE

2008 2007 2006 2005 2004
—EENE —ET+F —ZEERF —_TZEHF —_TITNF
HK$°000 HK$'000 HK$'000 HK$'000 HK$'000
FE T T& T T T T T%& T
(restated) (restated)
(&%) (E5)
RESULTS E5
Revenue A 97,668 41,123 12,354 3,769 6,050
Loss before income tax bR BT 15 B A0 & 18 (215,323) (17,007) (99,665)  (375,796) (2,135)
Income tax expense FriSf A= (996) (431) (118) (517) =
Loss for the year FABE (216,319)  (17,438) (99,783)  (376,313) (2,135)
Minority interests D 8RS R A 1,194 2,857 1,935 = 9
Loss attributable to equity KRFIER
holders of the Company BAEA
JE 1 &5 18 (215,125) (14,581) (97,848)  (376,313) (2,126)
ASSETS AND LIABILITIES EERAE
Property, plant and equipment )% i = & & & 752 905 12,106 3 4
Intangible assets mELEE 110,117 124,175 138,233 = =
Goodwill EES 17,213 = = 47,890 50,602
Net current assets MENE EFE 143,145 210,251 179,774 38,042 369,677
Interest in an associate A L RN
2 6,738 — - = =
Amount due from & — & Bt &

a shareholder of associate NGNS 16,517 = = = =
Available-for-sale investments A] 4 i & #% & = 7,750 - - -
Other receivables H fih & Uk R I8 10,062 = = = =
Net assets BEFE 304,544 343,081 330,113 85,935 420,283
Share capital fi% 25 43,720 38,749 36,326 27,525 17,094
Reserves w15 251,339 291,864 278,929 58,410 403,189
Equity attributable to equity AR &z

holders of the Company BAA

JE(L = 295,059 330,613 315,255 85,935 420,283
Share option reserve of —EREBARZ

a subsidiary IR R 977 604 137 = =
Minority interests LR EER 8,508 11,864 14,721 = =
Total equity 48 25 304,544 343,081 330,113 85,935 420,283

Note: Please refer to note 2 for the details of the restatements.
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