GLOBAL
OFFERING

Sole Sponsor Joint Global Coordinators, Joint Bookrunners and Joint Lead Managers

T R Bl B3 @ IREE ) MACQUARE

ICBC INTERNATIONAL ICBC INTERNATIONAL




If you are in any doubt about this prospectus, you should consult your stockbroker, bank manager, solicitor, professional accountant or other

professional advisers.

RUEr)ve

S

FTHARKXBERESKERIRLE
Comtec Solar Systems Group Limited

(Incorporated in the Cayman Islands with limited liability)

GLOBAL OFFERING

Number of Offer Shares under the : 250,000,000 Shares (subject to adjustment and
Global Offering the Over-allotment Option)
Number of Hong Kong Offer Shares : 25,000,000 Shares (subject to adjustment)
Number of International Placing : 225,000,000 Shares (subject to adjustment and
Shares the Over-allotment Option)
Offer Price Not more than HK$3.10 per Hong Kong Offer
Share (payable in full on application in Hong
Kong dollars), plus brokerage of 1%, SFC
transaction levy of 0.004% and Stock Exchange
trading fee of 0.005%, subject to refund
Nominal value : HK$0.001 per Share
Stock code : 712

Sole Sponsor

T iR B B&

ICBC INTERNATIONAL

Joint Global Coordinators, Joint Bookrunners and Joint Lead Managers

T 58 B8 @ MACQUARIE

ICBC INTERNATIONAL

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

A copy of this prospectus, including the documents attached thereto specified in the section headed “Documents Delivered to the Registrar of
Companies and Available for Inspection” in Appendix VII to this prospectus, has been registered by the Registrar of Companies in Hong Kong as
required by Section 342C of the Hong Kong Companies Ordinance (Chapter 32 of the Laws of Hong Kong). The Securities and Futures Commission
of Hong Kong and the Registrar of Companies in Hong Kong take no responsibility as to the contents of this prospectus or any of the other documents
referred to above.

The Offer Price is expected to be determined by agreement between the Joint Global Coordinators (on behalf of the Underwriters) and us on the Price
Determination Date, which is expected to be on or around 23 October 2009 or such later date as may be agreed by the Joint Global Coordinators and
us, but in any event not later than 28 October 2009. The Offer Price will not be more than HK$3.10 per Offer Share and is currently expected to be
not less than HK$2.10 per Offer Share unless otherwise announced. Investors applying for the Hong Kong Offer Shares must pay, on application, the
maximum Offer Price of HK$3.10 for each Offer Share together with a brokerage of 1.0%, a SFC transaction levy of 0.004% and a Stock Exchange
trading fee of 0.005%, subject to refund if the Offer Price is lower than HK$3.10. If, for any reason, the Offer Price is not agreed between the Joint
Global Coordinators (on behalf of the Underwriters) and us on or before 21 October 2009, the Global Offering will not proceed and will lapse.

The Joint Bookrunners (on behalf of the Underwriters), with our consent, may reduce the indicative Offer Price range stated in this prospectus and/or
the number of Offer Shares being offered pursuant to the Global Offering at any time prior to the morning of the last day for lodging applications under
the Hong Kong Public Offering. In such a case, announcement will be published in the South China Morning Post (in English), the Hong Kong Economic
Times (in Chinese), the Stock Exchange’s website at www.hkex.com.hk and our dedicated results of allocations website at www.comtecsolar.com not
later than the morning of the last day for lodging applications under the Hong Kong Public Offering.

The Offer Shares have not been and will not be registered under the U.S. Securities Act or any state securities law in the U.S. and may not be offered,
sold, pledged or transferred within the U.S., except that Offer Shares may be offered, sold or delivered to QIBs in reliance on an exemption from
registration under the U.S. Securities Act provided by, and in accordance with the restrictions of, Rule 144A of the U.S. Securities Act or another
exemption from the registration requirements of the U.S. Securities Act. The Offer Shares are being sold outside the U.S. in offshore transactions in
accordance with Rule 903 or 904 of Regulation S of the U.S. Securities Act.

Prior to making an investment decision, prospective investors should consider carefully all of the information set out in this prospectus, including the
risk factors set out in “Risk Factors” in this prospectus.

Pursuant to the certain provisions in the Underwriting Agreements in respect of the Offer Shares, the Joint Global Coordinators, on behalf of the
Underwriters, have the right in certain circumstances, subject to the sole opinion of the Joint Global Coordinators, to terminate the obligations of the
Underwriters pursuant to the Underwriting Agreements at any time prior to 8:00 am (Hong Kong time) on the day on which dealings in the Shares first
commence on The Stock Exchange of Hong Kong Limited. Further details of the terms of such provisions are set out in the section headed
“Underwriting” in this prospectus. It is important that you refer to that section for further details.
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EXPECTED TIMETABLE'

Application lists open®. ... ... ... .. ... ... 11:45 a.m. on Thursday, 22 October 2009

Latest time for lodging WHITE and YELLOW
Application Forms .. ...... ... .. .. .. .. .. .. . . ... 12:00 noon on Thursday, 22 October 2009

Latest time for giving electronic application instructions
to HKSCC? .. 12:00 noon on Thursday, 22 October 2009

Latest time to complete electronic applications under the
White Form eIPO service through the designated
website at www.eipo.com.hk® . .. ... L 11:30 a.m. on Thursday, 22 October 2009

Latest time to complete payment of White Form eIPO
applications by effecting internet banking transfer(s)

or PPS payment transfer(s) ........................ 12:00 noon on Thursday, 22 October 2009
Application lists close . .. ....... ... ... ... . 12:00 noon on Thursday, 22 October 2009
Expected Price Determination Date® .. ......................c.ooo.... Friday, 23 October 2009

Announcement of the Offer Price, the level of indication of interest
in the International Placing, level of applications in the
Hong Kong Public Offering and basis of allotment of the
Hong Kong Offer Shares under the Hong Kong Public Offering
to be published in the South China Morning Post (in English)
and the Hong Kong Economic Times (in Chinese) and on
our Company’s website at www.comtecsolar.com and the
website of the Stock Exchange at www.hkex.comhkon ........ ... .. Thursday, 29 October 2009

Results of applications and Hong Kong identity card/passport/Hong Kong
business registration numbers of successful applicants under
the Hong Kong Public Offering to be available through
a variety of channels as described in the section headed
“How to Apply for Hong Kong Offer Shares —
Results of Allocations” including our website at
www.comtecsolar.com and the website of the Stock Exchange
at www.hkex.com.hk from . ..... ... ... . . . ... . . .. ... Thursday, 29 October 2009

Results of allocations for the Hong Kong Public Offering will be
available at www.iporesults.com.hk, with a “search by ID” function ... ... Thursday, 29 October 2009

Despatch of share certificates on or before © “® ... .. ... ... ... ... ... Thursday, 29 October 2009

Despatch of White Form e-Refund payment instruction
on or before 7 . .. Thursday, 29 October, 2009

Despatch of refund cheques on or before 7 % ... ... ... .. .. .. ... ..., Thursday, 29 October 2009

Dealings in Offer Shares on the Stock Exchange expected
to commence at 9:30 am. on ... ... L L L Friday, 30 October 2009
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Notes:

All times refer to Hong Kong local time.

If there is a “black” rainstorm warning or a tropical cyclone warning signal number 8 or above in force in Hong Kong at any
time between 9:00 a.m. and 12:00 noon on Thursday, 22 October 2009, the application lists will not open or close on that day.
Please refer to the section headed “How to Apply for Hong Kong Offer Shares — When to apply for Hong Kong Offer Shares
— Effect of bad weather conditions on the opening of the application lists” in this prospectus. If the application lists do not open
and close on Thursday, 22 October 2009, the dates mentioned in this section headed “Expected Timetable” may be affected. We
will make a press announcement in such event.

Applicants who apply for the Hong Kong Offer Shares by giving electronic application instructions to HKSCC should refer
to the section headed “How to Apply for Hong Kong Offer Shares — How to Apply by Giving Electronic Application Instructions
to HKSCC” in this prospectus.

You will not be permitted to submit your application through the designated website at www.eipo.com.hk after 11:30 a.m. on
the last day for submitting applications. If you have already submitted your application and obtained an application reference
number from the designated website prior to 11:30 a.m., you will be permitted to continue the application process (by completing
payment of application monies) until 12:00 noon on the last day for submitting applications, when the application lists close.
The Price Determination Date, being the date on which the Offer Price is to be determined, is expected to be on or around Friday,
23 October 2009 and, in any event, not later than Wednesday, 28 October 2009. If, for any reason, the Offer Price is not agreed
between the Joint Global Coordinators (on behalf of the Underwriters) and us by Wednesday, 28 October 2009, the Global
Offering (including the Hong Kong Public Offering) will not proceed and will lapse.

Share certificates for the Offer Shares will only become valid certificates of title at 8:00 a.m. on Friday, 30 October 2009 provided
that (i) the Global Offering has become unconditional in all respects and (ii) the Underwriting Agreements have not been
terminated in accordance with their terms. If the Global Offering does not become unconditional or the Underwriting Agreements
are terminated in accordance with their terms, we will make an announcement as soon as possible.

e-Refund payment instructions/refund cheques will be issued in respect of wholly or partially unsuccessful applications pursuant
to the Hong Kong Public Offering and also in respect of wholly or partially successful applications in the event that the final
Offer Price is less than the price payable per Offer Share on application. Part of the applicant’s Hong Kong identity card number
or passport number, or, if the application is made by joint applicants, part of the Hong Kong identity card number or passport
number of the first-named applicant, provided by the applicant(s) may be printed on the refund cheque, if any. Such data would
also be transferred to a third party for refund purpose. Banks may require verification of an applicant’s Hong Kong identity card
number or passport number before cashing the refund cheque. Inaccurate completion of an applicant’s Hong Kong identity card
number or passport number may lead to delay in encashment of or may invalidate the refund cheque.

Applicants who have applied on WHITE Application Forms for 1,000,000 or more Hong Kong Offer Shares under the Hong
Kong Public Offering and have indicated in their Application Forms that they wish to collect any refund cheques and share
certificates in person, may do so from our Hong Kong Share Registrar, Computershare Hong Kong Investor Services Limited,
at Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong, between 9:00 a.m. to 1:00 p.m.
on Thursday, 29 October 2009. Applicants being individuals who opt for personal collection must not authorise any other person
to make collection on their behalf. Applicants being corporations who opt for personal collection must attend by their authorised
representatives bearing letters of authorisation from their corporation stamped with the corporation’s chop. Both individuals and
representatives of corporations must produce, at the time of collection, identification and (where applicable) documents
acceptable to Computershare Hong Kong Investor Services Limited at the time of collection. Applicants who have applied on
YELLOW Application Forms for 1,000,000 or more Hong Kong Offer Shares under the Hong Kong Public Offering may collect
their refund cheques, if any, in person but may not elect to collect their share certificates which will be deposited into CCASS
for the credit of their designated CCASS participants’ stock accounts or CCASS investor participant stock accounts, as
appropriate. The procedures for collection of refund cheques for YELLOW Application Form applicants are the same as those
for WHITE Application Form applicants. Applicants who apply for Hong Kong Offer Shares by giving electronic application
instructions to HKSCC should refer to the section headed “How to Apply for Hong Kong Offer Shares — How to Apply by
Giving Electronic Application Instructions to HKSCC” in this prospectus for details. Uncollected share certificates (if applicable)
and refund cheques (if applicable) will be despatched by ordinary post at the applicants’ own risk to the addresses specified in
the relevant Application Forms. Further information is set out in the section headed “How to Apply for Hong Kong Offer Shares
— Despatch/Collection of Share Certificates/e-Refund payment instructions/refund cheques” in this prospectus.

Particulars of the structure of the Global Offering, including conditions of the Hong Kong Public

Offering, and mechanisms of applying for Hong Kong Offer Shares, are set out in the section headed

“Structure of the Global Offering” in this prospectus.
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SUMMARY

This summary aims to give you an overview of the information contained in this prospectus. Since
it is a summary, it does not contain all the information that may be important to you. You should read this
prospectus in its entirety before you decide to invest in the Offer Shares.

There are risks associated with any investment. Some of the particular risks in investing in the Offer
Shares are set out in the section headed “Risk Factors” in this prospectus. You should read that section
carefully before you decide to invest in the Offer Shares.

OVERVIEW

We are a monocrystalline solar ingot and wafer manufacturer based in the PRC focusing on the design,
development, manufacturing and marketing of high quality monocrystalline solar wafers. Solar wafers are the
primary components of solar cells, which are devices capable of converting sunlight to electricity. The quality
of the solar wafer used to produce a solar cell will largely determine the conversion efficiency rate of that
solar cell. The quality of the solar cells used to produce a solar module will then determine the conversion
efficiency rate of that solar module. Data from our customers which was obtained in 2009 indicates that the
conversion efficiency rates of solar cells achieved in 2008 which were manufactured using our
monocrystalline solar wafers were in the range of 17% to 18%. We believe we were one of the first solar
wafer manufacturers in the PRC that are able to produce 156 mm by 156 mm monocrystalline solar wafers
in large scale as well as one of the first solar wafer manufacturers in the PRC that were able to manufacture
monocrystalline solar wafers with a thickness of approximately 170 microns in large scale, based on feedback
from our top 10 solar cell-manufacturing customers. While we market most of our solar wafers to leading
PRC-based solar cell manufacturers, we also market our solar products to customers in Germany, Taiwan,
Thailand, Singapore, Canada, USA and India.

Our focus on monocrystalline solar wafers allows us to concentrate on the design, development,
manufacturing and marketing of high quality monocrystalline solar wafers and not on other aspects of the
solar products value chain. While we were primarily a semiconductor wafer manufacturer before 2004, we
have changed our focus to solar products since then. The change in our business focus was mainly driven by
the increasing demand for solar wafer products. As the manufacture of solar wafers and semiconductor wafers
is similar in many respects, including the use of polysilicon as a principal raw material and the processing
involved in growing ingots and slicing wafers, technical expertise gained from the manufacture of
semiconductor wafers is easily transferable to the manufacture of solar wafers. The compatibility of
production for semiconductor wafers and ingots and solar wafers and ingots is high in terms of equipment
and machinery used. The only difference in the equipment used is the shaping machine, since solar wafers
must be in a square shape while semiconductor wafers are in a round shape. We are therefore able to fully
exploit our origin as a manufacturer of semiconductor wafers and concentrate our resources on enhancing the
quality of our solar products and developing new and innovative solar wafers. Our research and development
capabilities, together with our semiconductor wafer manufacturing experience, have resulted in proprietary
ingot growing and slicing processes and improved energy use. As we believe that long-term success in the
solar power industry will depend largely on product quality and achieving superior manufacturing processes,
we will dedicate significant resources to research and development.

We believe that our focus on solar wafer production also has allowed us to develop strong relationships
with our customers (most of whom are manufacturers of solar cells) and polysilicon suppliers. That we pose
virtually no conflict of interest to their businesses, we believe, has encouraged them to work closely with us
to improve technology, and enhance our and their expertise in the respective sectors of the solar products
value chain through mutual feedback on a wide range of subjects.
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RAW MATERIALS AND CONSUMABLES

We currently manufacture monocrystalline solar wafers primarily using solar-grade polysilicon which
accounted for approximately 41.3%, 51.5%, 69.8% and 53.4% of our total cost of sales for each of the three
years ended 31 December 2008 and the six months ended 30 June 2009, respectively. Our purchases of virgin
polysilicon accounted for approximately 44.4%, 51.9%, 67.8% and 75.9% of our total purchases of raw
materials and consumables for each of the three years ended 31 December 2008 and the six months ended
30 June 2009, respectively. We currently procure our virgin polysilicon primarily from our overseas suppliers
through long-term supply contracts and on the spot market. Purchases from our five largest suppliers together
accounted for approximately 77.4%, 69.8%, 62.4% and 82.2% of raw materials and consumables purchased
during each of the three years ended 31 December 2008 and the six months ended 30 June 2009, respectively.
Our five largest suppliers supplied polysilicon, wires and slurry to us. For each of the three years ended 31
December 2008 and the six months ended 30 June 2009, purchases from our largest polysilicon supplier
amounted to approximately RMB12.3 million, RMB42.9 million, RMB99.3 million and RMB121.8 million,
respectively, representing approximately 26.4%, 34.0%, 22.0% and 69.7% of our total purchases of raw
materials and consumables for the relevant periods, respectively. The total purchases of polysilicon from our
largest polysilicon supplier as a percentage of our total purchase of raw materials and consumables decreased
during the period from 2006 to 2008 due to our efforts to diversify our supplier base. The total purchase of
polysilicon from our largest polysilicon supplier as a percentage of our total purchase of raw materials and
consumables increased for the six months ended 30 June 2009 compared to 2008 as we were able to increase

our purchase of high quality polysilicon from Major International Supplier A at attractive prices.

In addition, a portion of our polysilicon is sourced from certain of our customers who sell polysilicon
feedstock to us, which, however, are not directly connected to the sales of our solar products to such
customers. We sourced approximately 23.9%, 26.2%, 53.9% and 2.8% of total polysilicon purchases from our
customers in each of the three years ended 31 December 2008 and the six months ended 30 June 2009,
respectively. Our purchase of polysilicon from our customers as a percentage of our total polysilicon
purchase increased for 2008 compared to 2007 because there was a shortage of polysilicon in the market
during the first three quarters of 2008 and some of our customers were willing to supply more polysilicon
to us in this period for our production. It was common practice in the industry to purchase polysilicon from
customers. The purchases of polysilicon from our customers and the sale of our solar products to them are
not “back-to-back” arrangements, which means the terms and conditions of our purchases from and sales to
such customers are made independent of and without reference to each other. Due to the historical shortage
of polysilicon, our customers often sourced their own polysilicon materials and sold them to wafer
manufacturers in the industry in order to obtain more supply of wafers from those wafer manufacturers. We
are not required to and we do not set aside polysilicon purchased from our customers for production of wafers
for any specific customers. Sourcing polysilicon from our customers was a way for us to expand and diversify
our supplier base. As polysilicon has not been in shortage since the end of 2008, we do not expect that we

will need to purchase polysilicon from our customers in the foreseeable future.



SUMMARY

Despite the industry-wide shortage of polysilicon raw materials before the fourth quarter of 2008, our
strong relationships with various suppliers of polysilicon feedstock had allowed us to manage our
procurement of polysilicon effectively. We have an average of approximately four years of relationship with
our major suppliers. We continue to rely on these relationships to provide us with a stable supply of quality
polysilicon feedstock to meet our production requirements. As at the Latest Practicable Date, based on our
actual and planned production capacity as well as our estimated shipment volume, we believe that our
inventory of polysilicon, together with expected deliveries from committed supply contracts, are sufficient
for approximately 88% of our estimated polysilicon requirements from the Latest Practicable Date until the

end of 2009 and approximately 13% of our estimated requirements for 2010.
PRODUCTION CAPACITY AND UTILISATION

We have increased our production capacity steadily since 2004, when we first began producing solar
products. Our production capacity increased to 55 MW by the end of 2007 from 9 MW at the end of 2006,
on an annualised basis. The capacity utilisation rate of our ingot production facilities for the first half of 2009
was approximately 90.6%, and the capacity utilisation rate of our wafer production facilities for the first half

of 2009 was approximately 79.4%.

The following table sets forth our production capacity for the solar products set forth therein.

Expected Annualised

Annualised Production Capacity Production Capacity

as at 31 December as at 31 December
Product 2006 2007 2008 2009 2010
Wafers (MW) . . .......... 9 55 55 200 504
Ingots MW). .. .......... 10 58 63 208 506

The following table sets forth our utilisation rates for the solar products set forth therein during the
Track Record Period.

Utilisation Rate (%)

for the
six months
for the year ended 31 December ended 30 June
Product 2006 2007 2008 2009
Wafers . ........ .. ... .. L. 67.3 91.2 751 79.4
Ingots. . ..... .. .. .. .. 93.4 74.7 89.5 90.6
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We calculate utilisation of our manufacturing facilities by dividing actual production for the relevant
period by the averaged production capacity during the same period. The averaged production capacity for a
given period is calculated by dividing the sum of the annualised production capacity as at the end of each
month during such period by the number of months in the period. For details on the calculation of our
production capacity, please refer to the section headed “Glossary of Technical Terms — Assumptions about
conversion efficiency, and production capacity and output” in this prospectus.

The utilisation rate for our wafer production was only at 67.3% for 2006 as the wafer production line
was only installed in the second half of 2005 and some ramp up time was required in 2006, which reduced
our utilisation rate. The utilisation rate for our wafer production increased to 91.2% for 2007, which reflected
our increased focus on our wafer manufacturing business. The utilisation rate for our wafer production
decreased to 75.1% for 2008 mainly due to the ramp-up of newly installed capacity and additional
maintenance time in the first half of 2008. The utilisation rate for our wafer production increased to
approximately 79.4% for the six months ended 30 June 2009 mainly due to the increase in customer demand
for our solar products as they sought to obtain stable supply of monocrystalline solar wafers.

The utilisation rate for our ingot production was approximately 93.4% for 2006 and decreased to
approximately 74.7% for 2007 due to the ramp-up of newly installed capacity for our production capacity
expansion to 55 MW and additional maintenance time during 2007. The utilisation rate for our ingot
production increased to approximately 89.5% for 2008 due to the increase in the demand for our solar
products, despite the ramp-up of newly installed capacity. The utilisation rate for our ingot production further
increased to approximately 90.6% for the six months ended 30 June 2009 mainly driven by the increase in
demand from our customers for our solar wafer products.

OUR EXPANSION PLAN

We will continue to expand our production capacity to capture the anticipated global demand for solar
products. To capitalise on the rising global demand for solar wafers, we currently intend to further increase
our annual production capacity to 504 MW by the end of June 2010. We have acquired land adjacent to one
of our existing Nanhui plants on which we are installing manufacturing facilities to expand our annual
production capacity to 200 MW. The construction of the building for our production capacity expansion was
substantially completed in December 2008 and installation of production equipment for the capacity
expansion to 200 MW is expected to be completed by the end of November 2009. Our annualised production
capacity as at the end of September 2009 was approximately 130 MW. On a weighted average basis and
taking into account our anticipated annual production capacity expansion from 55 MW to 200 MW by the
end of November 2009, our total production capacity for the year ending 31 December 2009 is approximately
84.6 MW. The increased capacity will be allocated to the production of solar wafers and solar ingots, with
a stronger emphasis on production of solar wafers. The projected amount of capital expenditure to expand
our annual production capacity to 200 MW in 2009 is RMB260.0 million, of which RMB114.6 million has
been paid as of 30 June 2009 and the remainder of RMB145.4 million will be paid between the third quarter
of 2009 to the end of 2010 and will be funded by cash flows from our operations and bank loans. We plan
to further expand our production capacity to 504 MW by the end of June 2010. The total budget for such
expansion is RMB410.8 million and is expected to be paid from the fourth quarter of 2009 to the second
quarter of 2011 and is expected to be funded by proceeds from the Global Offering as to approximately half
and our cash flows from operations and/or bank loans as to the remaining half. Please refer to the paragraphs
headed “Planned expansion” under the section headed “Business” in this prospectus for further details of our
capacity expansion plans.
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Our expansion plan is formulated based on the expected growth of the solar power market and the
demand for our solar products. We have adopted a multi-faceted approach to manage our rapid capacity
expansion. For example, we have drawn on our strong technical expertise for the fast ramp-up of our
production capacity. On the supply front, we intend to maintain the strong relationships established with our
long-term suppliers as part of our plan to secure sufficient raw materials for our increased production
capacity. On the customer front, we have continued to strengthen our relationship with a diversifying group
of customers which has enabled us to obtain ideas from exchanges of market intelligence with them for the
enhancement of our solar products. We also strive and will continue to maintain sufficient financial liquidity
to facilitate our rapid expansion and future planned expansion. Based on our operating results during the
Track Record Period, we believe that, with the increase in our production capacity, our production and sales
volumes would increase, which would have a positive effect on our revenues. However, our operations and
growth prospects may be negatively affected if the recent global economic turmoil and credit crisis continue
or the demand for solar products does not increase as anticipated. As our industry relies on government
subsidies in the end-users market for solar power applications, the purchasing power of our customers may
be negatively affected if government subsidies are reduced. We have not yet procured orders to utilise the
additional production capacity we will have after our capacity expansion from 200 MW to 504 MW. We
currently have no plan to expand the production of semiconductor products.

SALES ANALYSIS

Our revenues for each of the three years ended 31 December 2008 and the six months ended 30 June
2009 were RMB135.4 million, RMB349.1 million, RMB762.1 million and RMB184.3 million, respectively.
Our five largest customers together accounted for approximately 69.5%, 84.4%, 66.1% and 62.8% of our total
revenues for each of the three years ended 31 December 2008 and the six months ended 30 June 2009,
respectively. Our largest customer in each of the three years ended 31 December 2008 and the six months
ended 30 June 2009 accounted for approximately 34.8%, 53.8%, 21.6% and 18.3% of our total revenues for
each of the three years ended 31 December 2008 and the six months ended 30 June 2009, respectively. Our
percentage of sales to our largest customer decreased since 2008 due to our efforts to diversify our customer
base. The following table sets forth the analysis of our revenue by geographical market for the Track Record
Period™**/:

Year ended 31 December Six months ended 30 June

2006 2007 2008 2008 2009

RMB’000 % RMB’000 % RMB’000 % RMB’000 % RMB’000 %

(unaudited)
The PRC........... 120,970  89.3 332,322 952 659,938 86.6 299,324 90.4 159,505 86.6
Taiwan . . . ... ...... — — — — 25,086 3.3 10,577 3.2 6,702 3.6
Japan . . ... ... 11,511 8.5 6,337 1.8 23,028 3.0 10,150 3.0 — —
Thailand . . . .. ... ... — — 4,947 1.4 49,383 6.5 7,139 2.2 5,483 3.0
Germany . .......... — — — — 92 0.0 — — 11,346 6.2
Other countries. . . .. .. 2,935 2.2 5,458 1.6 4,576 0.6 3,994 1.2 1,217 0.6
Total . ............ 135,416 100.0 349,064 100.0 762,103 100.0 331,184 100.0 184,253 100.0

Note: Our revenue by geographical market may be different from our revenue by domicile of group entities as set out in “E.

Notes to the Financial Information — 6. Revenue and Segment Information” of Appendix I to this prospectus.
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The following table sets forth a breakdown of our revenue from the sale of solar wafers, solar ingots,
semiconductor products and other revenues, for each of the three years ended 31 December 2008 and the six
months ended 30 June 2009:

Year ended 31 December Six months ended 30 June

2006 2007 2008 2008 2009

RMB’000 % RMB’000 % RMB’000 % RMB’000 % RMB’000 %

(unaudited)

Monocrystalline solar

wafers

156 mm by 156 mm. . — — 132,084 379 227,737 299 90,639 273 63,367 343

125 mm by 125 mm' . 107,613 79.5 162,828 46.6 324,512 42.6 157,533 47.6 87,829 47.7

Total wafers . . . .. .. 107,613 79.5 294,912 84.5 552,249 72.5 248,172 749 151,196 82.0
Monocrystalline solar

ingots . . ......... 12,297 9.1 25,640 7.4 173217 227 56,894 17.2 18,324 10.0
Semiconductor products . 9,895 7.3 27,369 7.8 32,272 4.2 22,592 6.8 9,046 4.9
Other revenues” . . . . .. 5,611 4.1 1,143 0.3 4,365 0.6 3,526 1.1 5,687 3.1
Total Revenue . ...... 135,416 100.0 349,064 100.0 762,103 100.0 331,184 100.0 184,253 100.0

1. Includes revenue of RMB4.5 million from the sale of 103 mm by 103 mm wafers in 2006.

2. Includes revenue from the sale of materials, such as monocrystalline silicon and recyclable silicon.

Despite the impact of the global economic downturn on the solar power industry since the fourth quarter
of 2008, we believe that our operating environment is improving as our sales volume and revenue continue
to improve since the six months ended 30 June 2009. Our sales volume for the two months ended 31 August
2009 was 11.6 MW, representing an average monthly sales volume of 5.8 MW, which was approximately
34.9% higher than our average monthly sales volume of approximately 4.3 MW for the six months ended 30
June 2009. Our unaudited revenue for the two months ended 31 August 2009 was approximately RMB69.0
million, representing an average monthly unaudited revenue of approximately RMB34.5 million, which was
approximately 12.4% higher than our average monthly revenue of approximately RMB30.7 million for the
six months ended 30 June 2009. Similarly, our average monthly sales volume for the two months ended 31
August 2008 was 30.0% higher than our average monthly sales volume for the six months ended 30 June
2008. However, the increase in average monthly sales volume for the two time periods are attributed to
different reasons. The increase in our average monthly sales volume for the two months ended 31 August
2008 was attributable to the decrease in our utilisation rate during the six months ended 30 June 2008,
whereas, the increase in our average monthly sales volume for the two months ended 31 August 2009 was
attributable to an increase in our sales volume. Please refer to the section headed “Financial Information” of
this prospectus for more details.

OUR GROSS PROFIT MARGIN

Our gross profit margins for each of the three years ended 31 December 2008 and the six months ended
30 June 2009 were 49.6%, 45.5%, 30.4% and 10.1%, respectively. Since the fourth quarter of 2008, our
revenue and net profit has been materially and adversely affected. Despite the contraction in revenues as a
result of a decrease in the average selling price of our solar products, we were able to remain profitable and
recorded a net profit of RMB4.4 million for the six months ended 30 June 2009, which represented a decrease
of 96.6% compared to RMB128.4 million for the six months ended 30 June 2008.
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The recent financial crisis and deteriorated worldwide economic conditions have resulted in downward
pressure on prices of solar wafers. The average selling prices of our Company’s solar wafer products have
been reduced since November 2008. The average selling prices of our 125 mm by 125 mm solar wafer
products decreased from RMB17.3 per Watt for the six months ended 30 June 2008, to RMB6.8 per Watt for
the six months ended 30 June 2009, representing a decrease of approximately 60.7%. The average selling
prices of our 156 mm by 156 mm solar wafer products decreased from RMB19.2 per Watt for the six months
ended 30 June 2008, to RMB6.5 per Watt for the six months ended 30 June 2009, representing a decrease
of approximately 66.1%. While the average selling prices of our solar products have decreased in the six
months ended 30 June 2009, our raw material costs have decreased at a lower rate during the same period
as the market prices for polysilicon decreased at a slower rate. As a result, our gross profit margin and gross
profit for the six months ended 30 June 2009 have decreased. Nevertheless, our long-term supply contracts
did not contribute to the decrease in our gross profit margin for the six months ended 30 June 2009 because
the prices we paid for our purchases of polysilicon under our long-term supply contract with Major
International Supplier A were below the prevailing market prices for polysilicon during this period and we
did not purchase any polysilicon from Major International Supplier B during the same period as we were
re-negotiating the terms of the our long-term supply agreement with them during the period. We believe
prices of polysilicon and wafers will continue to fluctuate in the near future and we will continue to adopt
cost efficiency measures to maintain or improve our gross profit margins.

OUR STRENGTHS AND STRATEGIES

We believe that our key competitive strengths are:

° One of the leaders in product quality and production technologies among monocrystalline solar
wafer manufacturers in the PRC

° Cost-effective and efficient manufacturing model
° Strong relationships with suppliers and customers
° Experienced management team

Our objective is to maintain our market position as a leader in the design, development, manufacturing
and marketing of high quality monocrystalline solar wafers. We believe we will be well-positioned to achieve
this objective by implementing the following strategies:

° Continued focus on manufacturing high quality monocrystalline solar wafers

° Expand our production capacity while maintaining a low cost production structure

° Improve manufacturing efficiency through continuous process innovation

° Procure sufficient supplies of quality polysilicon at favourable prices

° Continue to grow our existing PRC customer base and develop new customer relationships both
locally and abroad
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OUR SUPPLY CONTRACTS
Long-term supply contract with Major International Supplier A

We have purchased polysilicon from Major International Supplier A, since 2000, although these
purchases were pursuant to spot contracts. Our purchases of polysilicon from Major International
Supplier A were made at prices generally more favourable than our average purchase price from our other
suppliers for polysilicon of comparable quality. Our total purchases of polysilicon from Major International
Supplier A, including spot purchases and purchases under the long-term supply contract with them, accounted
for approximately 28.6%, 59.1%, 27.8% and 91.2% of our Group’s total polysilicon purchases by value for
each of the three years ended 31 December 2008 and the six months ended 30 June 2009, respectively. In
2006, we entered into an eight-year supply contract with Major International Supplier A for the supply of
polysilicon from 2008 to 2015 and received our first shipment of polysilicon from Major International
Supplier A in January 2008 in accordance with the terms of the supply contract. As a general industry
practice, long-term supply contracts for virgin polysilicon, such as the long-term supply contract with Major
International Supplier A, are typically entered into significantly in advance of the date of the first shipment
in order to accommodate the capacity planning of the supplier. The salient terms of our long-term supply
contract with Major International Supplier A are as follows.

° Effective period. The contract took effect on 1 January 2007 and will expire on 31 December
2015.

° Rights and obligations. Major International Supplier A is required to supply, and we have
committed to purchase, a fixed quantity of virgin polysilicon in each calendar year beginning in
2008. Such quantities were determined by arm’s length negotiation between the parties, taking
into account our requirements for the raw material and Major International Supplier A’s
production capacity during the relevant period. If we are unable to fulfill the minimum purchase
commitment in any calendar year, the amount of advance payment in respect of that particular
calendar year will be forfeited. The long-term supply agreement with Major International
Supplier A does not expressly stipulate that our Group will be subject to any other liabilities
should our Group fail to meet the minimum purchase commitment. However, if our Group failed
to meet the minimum purchase commitment under the long-term supply contract, the Major
International Supplier A may terminate the contract and seek damages from us for breach of
contract. Accordingly, there is no assurance that our liability for breach of contract will be limited
to the amount of advance payment to be forfeited by the supplier pursuant to the terms of the
long-term supply contract. On the other hand, we also rely on our contractual rights under the
long-term supply contract to ensure that the supplier will honour its commitments under the
contract.

° Advance payment. We are required to make two advance payments, the amounts of which were
determined after arm’s length negotiation between the parties based on the total purchase price
and generally represent a certain fixed percentage of the total purchase price for the minimum
quantity of purchases over the contract period. These two advance payments were made in 2006
and 2007, respectively, and we have not suffered any material loss of such advance payments.

° Pricing and settlement terms. The virgin polysilicon will be sold at various fixed prices but
subject to adjustments in accordance with changes to an energy price index. Despite the decrease
in market prices of polysilicon, the parties agreed not to adjust the contracted prices. Further, the
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prices we paid for our purchases of polysilicon under this long-term supply contract were below
the prevailing market spot prices for polysilicon during 2008 and the six months ended 30 June
2009 but higher than the market average for long-term contract prices for polysilicon for 2008 and
2009, according to Solarbuzz. We are invoiced for each delivery and each invoice amount is
reduced on a pro-rata basis by the advance payments we made. The credit period for our purchases
with this supplier is 30 days.

° Goods return policy. We may return our purchases of the virgin polysilicon within 5 days of
receipt if the shipment does not conform to the quantity ordered or the agreed specifications.

° Security Interest. Pursuant to the long term supply contract with Major International
Supplier A, our Group granted to Major International Supplier A a continuing security interest in
the virgin polysilicon supplied by Major International Supplier A and in the proceeds of sale or
insurance of such virgin polysilicon until the entire purchase of such virgin polysilicon and if
applicable, all late payments, interest and expenses necessary to enforce such security interest, are
paid. Major International Supplier A has the right to take all necessary measures to create, perfect,
preserve and enforce the security interest.

° Termination and renewal. The contract does not contain any renewal clause, and does not stipulate
the circumstance of when the advance payments made can be refunded. It terminates at the end
of the contractual period. Other than the forfeiture of any advance payments in accordance with
the terms of the contract, the contract does not stipulate any specific compensation or penalty for
early termination.

° Confidentiality. We are subject to confidentiality obligations under the contract and may not
publicly disclose details of the contract without the prior consent of Major International
Supplier A. For this reason, we are unable to disclose certain commercially sensitive information,
such as the amount and percentage of our total purchases from Major International Supplier A and
our annual minimum purchase commitment under the contract, in this prospectus.

Long-term supply contract with Major International Supplier B

In April 2008, we entered into a seven-year supply contract, with Major International Supplier B, a
company primarily engaged in the manufacturing and distribution of polysilicon as well as various types of
chemicals and an Independent Third Party, with whom our business relationship began in 2008. The salient
terms of our long-term supply contract with Major International Supplier B (as amended in July 2009) are
as follows.

° Effective period. The contract took effect on 2 April 2008 and will expire on 31 December 2015.

° Rights and obligations. Major International Supplier B is required to supply, and we have
committed to purchase, fixed quantity of virgin polysilicon starting from 2009. Such quantities
were determined by arm’s length negotiation between the parties, taking into account our
requirements for the raw material and Major International Supplier B’s production capacity
during the relevant period. Major International Supplier B has the sole and absolute discretion to
require us to increase or decrease our annual purchase quantity by a percentage of no greater than
3% by providing us with three months written notice. If we fail to accept deliveries for a certain
number of times in any calendar year, our payment obligations for our minimum purchase
commitment in that calendar year may be accelerated. On the other hand, we rely on our
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contractual rights under the long-term supply contract to ensure that Major International
Supplier B will honour its commitments under the contract. Although the contract does not
specifically set out other available remedies, but it also does not preclude Major International
Supplier B from seeking legal remedies from us should we fail to meet the minimum purchase
commitment.

Advance payment. We were required to make two advance payments in 2008. Further, we will be
required to make one advance payment in 2009 and another one advance payment by 30
September 2010 in accordance with an agreed schedule, which were determined after arm’s length
negotiation between the parties based on the total purchase price and generally represent a certain
fixed percentage of the total purchase price of our purchases of virgin polysilicon over the
contract period. The outstanding balance of advance payments are generally not refundable,
except in limited circumstances, which include termination of the contract by mutual agreement,
breach of contract by Major International Supplier B, bankruptcy or insolvency of Major
International Supplier B and Major International Supplier B’s inability to deliver products to us.
We have made the advance payments in accordance with the said schedule, and we have not
suffered any material loss with respect to such advance payments made.

Pricing and settlement terms. The virgin polysilicon are sold to us at various fixed prices. Such
prices are subject to adjustments with reference to an agreed formula taking into account of Major
International Supplier B’s average purchase prices of metallurgical silicon and electricity and
changes in the exchange rate of an Asian currency (the purchase price will only be adjusted
upward if such Asian currency appreciates against the U.S. dollar), and generally track the
production cost of Major International Supplier B. Despite the decrease of market prices of
polysilicon, no such adjustment to the contracted prices has been made since the commencement
of the contractual period as mutually agreed between us and Major International Supplier B.
Pursuant to an amendment agreement that we entered into with Major International Supplier B,
Major International Supplier B however agreed to lower the prices of virgin polysilicon sold to
us under the long-term supply contract. We and Major International Supplier B did not rely on the
originally agreed formula to lower the contracted prices, primarily due to the preference of both
parties to apply a meaningful approach to price adjustment to reflect changes in the prevailing
market conditions for polysilicon as a result of the global financial crisis. The originally agreed
formula, however, remains to be a binding term of the long-term supply contract. Based on our
communication with Major International Supplier B and our experience during the Track Record
Period, we believe it is likely that any future adjustment to the contract prices will be based on
mutual negotiation between us and Major International Supplier B. We are invoiced 14 days
before each delivery and are expected to pay within seven days before the date of delivery. Each
invoice amount will be reduced on a pro-rata basis by the advance payments we made.

Goods return policy. We may return our purchases of the virgin polysilicon within 45 days of
receipt if the shipment does not conform to the agreed specifications.

Termination and renewal. Pursuant to the long-term supply contract, the contract may be
terminated (i) by mutual agreement; (ii) for breach of the terms and conditions therein; (iii) due
to bankruptcy or insolvency in either party; (iv) if, having exerted commercially reasonable
efforts, Major International Supplier B believes that it is unable to deliver the products; (v) by
Major International Supplier B at its sole discretion if our Group produces polysilicon or acquires
a producer of polysilicon; or (vi) if our Group undergoes a change of control. The contract does
not expressly stipulate any compensation or penalty specifically for early termination of the

— 10 —
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contract by any party, except as mentioned above. Nonetheless, except when the contract is
terminated due to Major International Supplier B’s inability to deliver the products, the expiry or
termination of the contract does not relieve the parties of any obligations accruing prior to such

termination.

° Confidentiality. We are subject to confidentiality obligations under the contract and may not
publicly disclose details of the contract without the prior consent of Major International
Supplier B. For this reason, we are unable to disclose certain commercially sensitive information,
such as the amount and percentage of our total purchases from Major International Supplier B and

our annual minimum purchase commitment under the contract, in this prospectus.

We have been able to fulfill the minimum purchase requirements under the long-term supply contract
with Major International Supplier A due to our rapid expansion and the increase in our sales orders since the
contract became effective. We experienced an increase in our sales volume of our solar products from
approximately 7.8 MW in 2006 to approximately 44.3 MW in 2008 and from approximately 18.2 MW for
the six months ended 30 June 2008 to approximately 25.8 MW for the six months ended 30 June 2009. As
at the Latest Practicable Date, the aggregate annual minimum purchase commitments of our Group under all
of our long-term supply contracts are approximately 36,000 kg in 2008, 76,000 kg in 2009, 256,000 kg in
2010, 296,000 kg in 2011 and 366,160 kg from 2012 to 2015. Despite the recent economic turmoil, our
Directors believe that we will be able to meet the minimum purchase requirements in the future based on our
current production capacity because our production volume has not been materially affected by the recent
economic turmoil. In particular, our purchases of polysilicon for the year ended 31 December 2008 and the
six months ended 30 June 2009 were approximately 223,608 kg and 205,681 kg, respectively, and we plan
to expand our production capacity from 55 MW as at the end of June 2009, to 200 MW by the end of
November 2009 and 504 MW by the end of June 2010. Since our Group’s requirements for polysilicon
generally increase in proportion to our capacity expansion, the aggregate minimum purchase commitments

as mentioned above are expected to be lower than our Group’s requirements for polysilicon in each year.

The aggregate advance payments required to be made by our Group under all of our long-term supply
agreements are approximately RMB45.3 million in 2006, RMB44.7 million in 2007, RMB128.7 million in
2008, RMB13.6 million in 2009 and RMB18.6 million in 2010. We have made such required advance
payments for the three years ended 31 December 2008 with our cash flow from operating activities and bank
loans and the required advance payments for the two years ending 2010 are yet to be made as at the Latest
Practicable Date. No additional amount of advance payment is required to be made by our Group under all

of our existing long-term supply agreements beyond 2010.

With reference to the recent decline in the market prices of polysilicon, the contract price under our
long-term supply contract with Major International Supplier A and the average contract price under our
long-term and short-term supply contracts with Major International Supplier B for delivery of polysilicon in
the year ending 31 December 2009 were still lower than the average market spot price for the week ended
2 October 2009, US$75/kg, according to PHOTON Consulting data service, Solar Updates. We have
renegotiated our pricing terms with Major International Supplier B and as a result, we entered into two
amendment contracts with respect to the long-term supply contract and a short-term supply contract with

Major International Supplier B.
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Short-term supply contracts with Major International Supplier B

In July 2009, we entered into two short-term supply contracts with Major International Supplier B, a
company primarily engaged in the manufacturing and distribution of polysilicon as well as various types of
chemicals and an Independent Third Party. The salient terms of these short-term supply contracts (one of

which was amended in August 2009) with Major International Supplier B are similar and are set out below:

° Effective period. The contracts took effect on 7 July 2009 and 29 July 2009, and will expire on
31 December 2009 and 31 October 2009, respectively.

° Rights and obligations. Major International Supplier B is required to supply, and we have
committed to purchase, fixed quantities of virgin polysilicon in the period from 7 July 2009 to 31
December 2009. We also rely on our contractual rights under these short-term supply contracts to
ensure that Major International Supplier B will honour its commitments under the contracts on the

other hand. Either party can turn to arbitration institutions for remedies.

° Advance payment. We are required to pay for every delivery under these short-term supply

contracts in full at least seven days prior to the date of delivery.

° Pricing and settlement terms. The virgin polysilicon will be sold at various fixed prices, which
are lower than the market prices of virgin polysilicon as at the date of these short-term supply
contracts. We entered into an amendment agreement to one of these short-term supply contracts
in August 2009, which lowered the contracted price for some of the virgin polysilicon that will
be delivered to us. The adjusted contract price was lower than the then prevailing market price

for polysilicon. Delivery will be made upon payment by us.

° Goods return policy. We are responsible to inspect the goods upon delivery by Major International
Supplier B. If the quality of the goods delivered does not conform to the specifications under
these short-term supply contracts, we shall notify Major International Supplier B within thirty
days of the delivery of the goods and Major International Supplier B shall be responsible for the

defective goods.

° Termination and renewal. The contracts do not contain any renewal or termination clause.

Each of these long-term and short-term contracts provides us with fixed quantities of polysilicon from
a committed source, which will ensure a stable supply of polysilicon for a portion of our current production
and future expansion plans. In terms of the contract prices of polysilicon, if the prevailing market prices of
polysilicon are above the applicable contract prices, these contracts will have a positive impact on our
profitability. However, if the prevailing market prices for polysilicon fall below the applicable contract

prices, these contracts will have a negative impact on our profitability.
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OUR SALES CONTRACTS
Long-term sales contract with Suntech

We currently have one five-year framework agreement with Suntech, an Independent Third Party. We
began to supply solar wafers pursuant to such agreement in 2007. Our business relationship with Suntech
began in 2006. The salient terms of the five-year framework agreement with Suntech are as follows.

° Effective period. The contract took effect on 10 November 2006 and will expire on 31 December
2011.

° Rights and obligations. We are required to supply, and Suntech has committed to purchase, a fixed
quantity of solar wafers at a fixed price in 2007. The quantities and prices for the subsequent years
are subject to further agreement between us and Suntech on an order-by-order basis, but in any
event the amount purchased each year shall increase by not less than 10% of the total quantity
purchased in the preceding year. If Suntech fails to settle the purchase price on time, it will be
liable to pay us a penalty of 5% per month on the outstanding balance. On the other hand, if we
fail to supply the agreed quantity of solar wafers on time, we will be liable to pay Suntech a
penalty of 5% per month on the price of the outstanding quantity of solar wafers. If the penalty
reaches a certain level, the non-defaulting party may also terminate the agreement. Further,
Suntech is also liable for any loss of expected gain or otherwise that can reasonably be foreseen
should it fail to meet its purchase commitment and our Group is also liable for any loss of
expected gain or otherwise that can reasonably be foreseen should we fail to meet the purchase
order by Suntech. For the two years ended 31 December 2008 and the six months ended 30 June
2009, we were unable to fulfill our annual sales commitment to Suntech, and therefore breached
our sales obligations under the contract.

Suntech is also required to supply an agreed quantity of polysilicon to our Group for the year
ended 31 December 2007 under the contract. This is an independent obligation and not
conditional upon their purchase of solar wafers from our Group. On the other hand, we are also
not obliged to source polysilicon from Suntech under the contract. For the year ended 31
December 2007, Suntech was unable to provide the agreed quantity of polysilicon to our Group
and therefore breached their supply obligation under the contract. Although it is not a
back-to-back arrangement under the contract and Suntech is not obligated to supply any quantity
of polysilicon to us under the agreement except for the year ended 31 December 2007, it was the
commercial understanding between our Group and Suntech at the time when the parties entered
into the agreement that we would not be able to fulfill our sales commitment in any given year
unless Suntech supplies sufficient quantity of polysilicon to us for such year. In view of such prior
understanding and the benefits to both parties to maintain a good business relationship under the
global financial crisis, we and Suntech mutually agreed to waive any and all claims and/or rights
of action against each other arising out of or in connection with any breach of the contract during
the Track Record Period, including the aforementioned breaches by Suntech and us. Nonetheless,
as polysilicon is no longer in shortage, we do not expect that we will need to purchase polysilicon
from Suntech in the foreseeable future. In addition, we expect that we will be able to fulfill our
sales obligations under the five-year framework agreement going forward given our planned
production capacity expansion and the fact that polysilicon is no longer in shortage. Any of our
failure to meet our sales obligations in the future will constitute a breach of contract by our Group
and we will be liable to pay Suntech the abovementioned penalty.

— 13 —
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° Pricing and settlement terms. The solar wafers were sold at a fixed price in 2007 and the prices
and settlement terms for the subsequent years are subject to further agreement by arm’s length
negotiation between Suntech and us on an order-by-order basis. In 2008, we agreed to sell solar
wafers to Suntech with a credit period of up to seven days. Suntech had prepaid a portion of the
purchase price for some of the solar wafers to be delivered by us pursuant to this agreement.
However, all of such prepayment had either been applied towards payment of purchases of wafers
or refunded as at the Latest Practicable Date pursuant to a supplemental agreement between the
parties to reflect the change in market practice. Suntech is not required to make further
prepayment each year over the contractual period.

° Goods return policy. Suntech is responsible to inspect the goods within seven days of delivery by
us. If Suntech is not satisfied with the quality of the goods delivered, Suntech shall notify us of
such dissatisfaction within 30 day of delivery. Upon confirmation by us that the delivered goods
do not conform to the agreed specifications, we shall replace such defective goods within seven
days. Whether the delivered goods conform to the agreed specifications is determined by a set of
standard tests agreed to by both parties. The long-term sales contract does not have other goods

return provision.

° Termination and renewal. The agreement will be automatically renewed for one year, unless either
party gives written notice to the other to terminate the agreement prior to 30 days before the
expiry of the relevant term of the agreement.

Our Directors believe that we will be able to meet our obligation to supply the minimum quantity of
solar wafers to Suntech in accordance with the terms of the long-term sales contract given our planned
production capacity expansion to 504 MW by the end of June 2010 and the fact that polysilicon is no longer
in shortage.

The framework agreement with Suntech provides us with a significant volume of sales for a period of
five years, which is in line with our plans for production capacity expansion. As our sales to Suntech, our
largest customer for each of the three years ended 31 December 2008, comprised 34.8%, 53.8%, 21.6% and
18.3% of total revenues for each of the three years ended 31 December 2008 and the six months ended 30
June 20009, respectively, any decrease in purchase orders from Suntech will likely have a material impact on
our future growth and profitability if we are unable to source replacement orders from other customers. Our
percentage of sales to Suntech decreased in 2008 due to our efforts to diversify our customer base.

RISK FACTORS

Our Group’s operations are subject to a number of risks, a detailed discussion of which is set out in the
section headed “Risk Factors” in this prospectus. These risks can be broadly classified into:

° Risks relating to our business;
° Risks relating to the recent global financial market turmoil;

° Risks relating to our industry;

— 14 —
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° Risks relating to the PRC; and

° Risks relating to the Global Offering.

Set out below is a list of the risks referred to above.
Risks relating to our business

° Prices for solar wafers may fluctuate, subject to future demand for solar products and competitive
factors.

° If we are unable to obtain sufficient high quality polysilicon in a timely manner and at
commercially reasonable prices, our business could be materially and adversely affected.

° We experienced a general decline in our gross profit margins during the Track Record Period and
various factors that are not within our control could adversely affect our gross profit margins in
the future.

° Our future success depends on our ability to increase our production capacity and to launch new
products to remain competitive. We may be unable to achieve our development plans, which
would limit our growth potential and impair our results of operations and financial condition.

° We recorded net current liabilities position as at 31 August 2009.
° Cash flow from our operations will not be sufficient to fund our current business plans and we
may not be able to obtain external financing in a timely manner or on commercially acceptable

terms.

° Advance payment arrangements with most of our polysilicon suppliers and equipment suppliers
expose us to their credit risk.

° Our dependence on a limited number of key manufacturing equipment and spare parts suppliers
could prevent us from fulfilling our customer orders in a timely manner or implementing our

expansion plans.

° We depend on a limited number of customers for a significant portion of our revenues, and we
anticipate such dependence to continue in the near future.

° We began commercially manufacturing monocrystalline solar products in 2004 and you should
evaluate the prospects of our business in light of our limited operating history.

° Interruptions in the supply of electricity and other utilities to our manufacturing facilities may
adversely affect our production and results of operations.

° Equipment failures may disrupt our business.
° Our inability to adequately address the financial, operational, infrastructure and human resources

challenges of managing a rapidly growing business may negatively impact on our ability to
implement our strategic initiatives.

— 15 —
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We may not be able to monitor and deploy internal control measures with respect to our business
operations in an effective and timely manner because of our business expansion plans.

Our geographical expansion may adversely affect our results of operations and financial
condition.

If we are unable to maintain full utilisation of our production capacity, our operating margins may
decline substantially.

We will need to invest significant financial and managerial resources in research and development
to keep pace with technology advances and compete effectively in the solar power industry
maintain our market position.

Our business depends substantially on the continuing efforts of our executive officers and key
employees.

If we fail to strictly adhere to vigorous manufacturing standards and are unable to manufacture
high quality monocrystalline solar wafers, our yields, reputation, business and prospects would be

negatively impacted.

We may not be able to compete effectively against manufacturers who may have greater resources
and more advanced technologies than we do.

Our principal manufacturing facilities are currently located in Nanhui Industrial Zone, Shanghai,
PRC and any damage to such facilities could cause severe disruption to our business.

Our insurance coverage may not be sufficient to cover the risks related to our business operations.

We may be exposed to infringement or misappropriation claims by third parties.

We may not be able to adequately protect our intellectual property, which could adversely affect
business operations.

Compliance with environmental regulations can be expensive, and any material non-compliance
may result in adverse publicity, potentially significant monetary damages and fines, and
suspensions of our operations.

Fluctuations in exchange rates could adversely affect our results of operations and our
profitability.

We may be required to relocate the operations of our leased properties due to the lessor’s failure
to register the lease agreement.

An outbreak of avian influenza or HIN1 influenza A or a recurrence of SARS or any other similar

epidemic may, directly or indirectly, adversely affect our operating results and the market price
of our Shares
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Risks relating to the recent global financial market turmoil
Risks relating to our industry

° A substantial reduction or elimination of government subsidies and economic incentives for solar
power applications may adversely affect our business and prospects.

° Market demand for solar wafers will be subject to various factors, including competing sources
of power.

° The recent ease of imbalance of market supply and demand of polysilicon may not continue, and
we may not be able to pass on increases in our raw material costs to our customers.

° Solar wafer products utilising crystalline-silicon-based technology may become obsolete; solar
power may not be adopted for wide commercial application.

Risks relating to the PRC

° Changes in the economic, political and social conditions in the PRC and policies adopted by the
PRC Government may adversely affect our business, growth strategies, financial condition and
results of operations.

o The PRC legal system is not fully developed so the legal protections available to you may not be
as comprehensive as those offered in other jurisdictions.

° Changes in the attitude of the PRC Government towards the development of the solar power
industry may adversely affect our current or future business, growth strategies, financial condition
and results of operations.

° Our primary source of funds in the form of dividends and other distributions from our operating
subsidiary in the PRC is subject to various legal restrictions and uncertainties which may limit our

ability to pay dividends or make other distributions to our Shareholders.

° Expiration of, or changes to, current PRC tax incentives that our business enjoys could have a
material adverse effect on our results of operations.

° There is uncertainty regarding the application of various aspects of the PRC Income Tax Law
which could result in an increase in withholding taxes that would adversely affect our profitability
and cash flow.

° New labour laws in the PRC may adversely affect our results of operations.

° We may be adversely affected by the introduction of new environmental laws or regulations by
the PRC Government to control polysilicon manufacturing.

° The stringent environmental protection requirements under the New Water Pollution Law could
affect our business.
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It may be difficult to enforce service of process upon our executive directors and directors who

live in the PRC or to enforce against us in the PRC any judgments obtained from non-PRC courts.

Dividends payable by us to our foreign investors and gain on the sale of our Shares may become

subject to withholding taxes under the Income Tax Law.

If new SAFE regulations or interpretations are issued, our beneficial shareholder may be required

to register with the local SAFE branches in respect of the capital financing activities overseas.

Failure to comply with PRC regulations in respect of the registration of our PRC citizen
employees’ share options may subject such employees or us to fines and legal or administrative

sanctions.

Risks relating to the Global Offering

There has been no prior public market for our Shares and an active or liquid trading market for

our Shares may not develop.

The trading price of our Shares may be volatile.

The sale or availability for sale of substantial amounts of our Shares could adversely affect their

market price.

Purchasers of our Shares in the Global Offering will experience immediate dilution and may

experience further dilution if we issue additional Shares in the future.
Issuance of Shares pursuant to the Pre-IPO Share Option Scheme and the Share Option Scheme
will result in dilution to your shareholding in our Company and may have a dilutive effect on our

earnings and net asset value per Share.

The Controlling Shareholders’ interests may not be aligned with our interests or the interests of
other Shareholders.

You should not rely on any information contained in press articles or other media regarding our
Group and the Global Offering.
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SUMMARY OF HISTORICAL FINANCIAL INFORMATION

The tables below summarise the consolidated financial information of our Group for each of the three
years ended 31 December 2008 and the six months ended 30 June 2009. The following summary information
of consolidated statements of comprehensive income, consolidated statements of financial position and
consolidated cash flow information was derived from our Company’s audited consolidated financial
information prepared in accordance with IFRS as set out in the accountants’ report in Appendix I to this
prospectus. You should read the entire accountants’ report, including the notes thereto, included in Appendix
I for more details.

Summary Consolidated Statements of Comprehensive Income Information

Year ended 31 December Six months ended 30 June

2006 2007 2008 2008 2009

RMB’000 % RMB’000 % RMB’000 % RMB’000 % RMB’000 %

(unaudited)

Revenue. . . ... ... ..... 135,416 100.0 349,064 100.0 762,103 100.0 331,184 100.0 184,253 100.0
Costof sales . .. ........ (68,243) (50.4) (190,166) (54.5) (530,802) (69.6) (168,114) (50.8) (165,653) (89.9)
Gross profit. . . . ... ... .. 67,173 49.6 158,898 455 231,301 304 163,070  49.2 18,600 10.1
Other income' . . .. ... ... 12,484 9.2 15,874 4.5 47,133 6.2 23,436 7.1 4,052 2.2
Other expenses® . . . ...... — — — — (80,285) (10.6) (14,578) (4.4) (1,468)  (0.8)
Distribution and selling

eXpenses . . . . . .. .. ... (532) (0.4) (635)  (0.2) (1,401)  (0.2) (708)  (0.2) (1,155)  (0.6)
Administrative and general

eXpenses . . . . ... ... .. (5,172) (3.8)  (11,181) (3.2) (23,888) (3.1) (12,379 (3.7) 9,417) (5.1
Interest expenses . . . ... .. (356) (0.3) (808)  (0.2) (6,295)  (0.8) (795)  (0.3) (4,232)  (2.3)
Profit before taxation . . . ... 73,597 543 162,148 46.4 166,565 21.9 158,046 47.7 6,380 35
Taxation. . .. .......... (9,762) (7.2)  (14,797)  (4.2) (35,086) (4.6) (29,638) (8.9) (1,950)  (1.1)
Profit for the year/period,

attributable to the owners

of our Company. . . ... .. 63,835 47.1 147,351 422 131,479 17.3 128,408 38.8 4,430 2.4

RMB cents RMB cents RMB cents RMB cents RMB cent
Earnings per share — Basic . . 18.14 27.06 23.54 30.30 0.62
— Diluted . N/A N/A 23.54 30.30 N/A

1. Primarily includes processing services fees, interest income and net foreign exchange gains. Processing services fees represent

amounts received and receivable for wafer processing services provided to external customers. Foreign exchange gains primarily
represent net foreign exchange gains as a result of transactions, such as collection of trade receivables, advance payments from
a major customers and purchase of materials, denominated in US$ or Euro, and the appreciation of RMB. For the year ended 31
December 2007, net foreign exchange gains mainly arose from the settlement of acquisition of Comtec Semi and Comtec Solar

in US$ by issuance of promissory notes by Comtec Semi (HK) and Comtec Solar (HK).

2. Our other expenses primarily include impairment of advances to suppliers, share-based payment expenses and legal and

professional fees.
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The following table sets forth the aggregate amount of our sales of solar wafers and ingots and their
average unit price during the Track Record Period.

Solar Products’

For the six months

For the year ended 31 December ended 30 June
2006 2007 2008 2008 2009
Aggregate Sales (in MW)
Monocrystalline Wafers
156 mm by 156 mm. .............. — 7.4 12.8 4.7 9.8
125 mm by 125 mm? .. ............ 6.5 9.4 19.6 9.1 13.0
Total for wafers . .. ............... 6.5 16.8 324 13.8 22.8
Monocrystalline Ingots ... ........... 1.3 2.6 11.9 4.4 3.0
Total . ... ... .. ... 7.8 19 44.3 18 25.8
Average Unit Price (in RMB/Watt)
Monocrystalline Wafers
156 mm by 156 mm. .............. — 17.8 17.8 19.2 6.5
125 mmby 125mm? . ............. 16.5 17.3 16.6 17.3 6.8
Average for wafers . .............. 16.5 17.5 17.1 18.0 6.7
Monocrystalline Ingots . .. ........... 9.6 10.0 14.6 12.8 6.1

1. Excludes sales under processing services.

2. Includes sales of 103 mm by 103 mm wafers in 2006.

Summary Consolidated Statements of Financial Position

At 31 December At 30 June
2006 2007 2008 2009

RMB’000 RMB’000 RMB’000 RMB’000
Assets
Non-current assets . . . . ............... 107,942 309,597 473,933 523,365
Current assets . . . . ..o vttt 125,740 306,184 343,328 343,903
Total Assets ... ... ... ... 233,682 615,781 817,261 867,268
Liabilities and equity
Current liabilities. . . .. ............... 125,391 302,934 254,093 299,455
Non-current liabilities . ............... — 164,646 3,251 3,466
Total Liabilities. . . .. ................ 125,391 467,580 257,344 302,921
Total Equity .. ....... ... ... ... ..... 108,291 148,201 559,917 564,347
Total Liabilities and Equity ............ 233,682 615,781 817,261 867,268
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Summary Consolidated Cash Flow Information

Net cash from (used in) operating
activities . . . ... .. L L.
Net cash used in investing
activities . . . ... L.
Net cash (used in) from financing
activities . . . ... .. L.
Increase (decrease) in cash and cash
equivalents . ...............
Cash and cash equivalents at
beginning of the year/period . . . .

Cash and cash equivalents at end of
the year/period, represented by
bank balances and cash .......

WORKING CAPITAL

Year ended 31 December

Six months ended 30 June

2006 2007 2008 2008 2009

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

108,583 171,724 (154,113) (3,451) 13,076
(29,204) (118,052) (80,410) (33,675) (52,358)
(12,406) 20,646 249,526 137,669 19,268
66,973 74,318 15,003 100,543 (20,014)
8,797 75,770 150,088 150,088 165,091
75,770 150,088 165,091 250,631 145,077

The table below sets forth our current assets and liabilities as at the end of each reporting period during

the Track Record Period.

Current assets . ...............
Current liabilities. . .. ...........

Net current assets . .............

Year ended 31 December

As at 30 June

2006 2007 2008 2009
RMB’000 RMB’000 RMB’000 RMB’000
125,740 306,184 343,328 343,903
125,391 302,934 254,093 299,455
89,235 44,448

349

3,250

We plan to optimise our overall capital structure and finance our capital expenditure needs primarily

through operating cash flows, the issue of new shares or long-term debt securities and the use of bank loans,

taking into account our cost of capital and the risks associated with each class of capital.

We had a net current assets position of RMB44.4 million as at 30 June 2009. We require cash primarily

for our expenditures for our business operation. Our Directors confirm that we have sufficient working

capital to meet our working capital and capital expenditure requirements for at least the next 12 months from

the date of this prospectus, after taking into account the financial resources presently available to us,

including operating cash flows, banking facilities, cash and cash equivalents on hand, and the estimated net

proceeds from the Global Offering.
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As at 31 August 2009, we had net current liabilities of RMB18.1 million as compared to net current
asset of RMB44.4 million as at 30 June 2009. Our net current liabilities as at 31 August 2009 was mainly
due to a decrease in bank balances and cash as a result of our purchase of property, plant and equipment for
the purpose of our production capacity expansion to 200 MW. Taking into account our operating cash flow
and proceeds from the Global Offering, our Directors believe that such net current liabilities position will not

continue in the near future.

Our banking facilities and arrangements have not been affected by the recent financial crisis and
deteriorated worldwide economic conditions. In particular, as at the Latest Practicable Date, we have not
received any indication from the Agricultural Bank of China that there would be potential withdrawal of any
banking facilities granted to our Group and our standby short-term banking facilities of RMB336 million
remain available to us according to their original terms. The Agricultural Bank of China has not requested
for early repayment of our outstanding loans, nor requested us to increase the amount of pledge for our
secured borrowings; there is no bankruptcy nor default on the part of any of our customers and suppliers; and
none of our customers have cancelled any orders placed with us, although we have reduced the selling prices
of our solar products as mentioned above.

PROFIT FORECAST FOR THE YEAR ENDING 31 DECEMBER 2009

We believe that, in the absence of unforeseen circumstances and on the bases and assumptions set out
in the section headed “Profit Forecast” in Appendix III to this prospectus, our profit attributable to our
Company’s owners for the year ending 31 December 2009 is likely to be not less than RMB23.9 million
under IFRS.

Forecast consolidated profit attributable
to owners of our Company® . ... ... .. .. ... ... ... Not less than RMB23.9 million

Notes:

1. One of the underlying assumptions of our profit forecast for the year ending 31 December 2009 is our successful expansion of
our annualised production capacity to 200 MW by the end of November 2009. Our annualised production capacity as at the end
of September 2009 was 130 MW. If we were unable to complete our annualised production capacity expansion to 200 MW by
the end of November 2009 as contemplated, our profit after taxation for the year ending 31 December 2009 is likely to be
approximately RMB4.8 million lower than our forecast of RMB23.9 million.

2. The bases and assumptions on which the forecast consolidated profit attributable to owners of our Company for the year ending
31 December 2009 has been prepared are summarised in Appendix III to this prospectus. The forecast consolidated profit
attributable to owners of our Company for the year ending 31 December 2009 is based on audited consolidated results for the
six months ended 30 June 2009, the unaudited consolidated management accounts of our Group for the two months ended 31
August 2009 and a forecast of the consolidated results of our Group for the remaining four months ending 31 December 2009.

GLOBAL OFFERING STATISTICS '

Based on minimum Based on maximum
indicative Offer indicative Offer
Price of HK$2.10 Price of HK$3.10

Market capitalisation of our Shares® ... ................... HK$2,100 million HK$3,100 million
Unaudited pro forma adjusted net tangible assets value per Share®. HK$1.14 HK$1.38



SUMMARY

Notes:
1 All statistics in this table assume the Over-allotment Option is not exercised.
2 The calculation of market capitalisation is based on the 1,000,000,000 Shares expected to be in issue immediately upon

completion of the Global Offering and the Capitalisation Issue.

3 The unaudited pro forma adjusted net tangible assets value per Share has been arrived at after adjustments referred to in the
paragraph headed ““Unaudited pro forma adjusted consolidated net tangible assets” in Appendix II to this prospectus and on the
basis of 1,000,000,000 Shares in issue at the indicative offer prices of HK$2.10 and HK$3.10 per Share immediately following
completion of the Global Offering and the Capitalisation Issue.

USE OF PROCEEDS

The net proceeds from the Global Offering, after deducting underwriting fees and estimated total
expenses paid and payable by us in connection thereto, are estimated to be approximately HK$586.6 million
(equivalent to approximately RMBS516.2 million), assuming that the Over-allotment Option is not exercised
and assuming an Offer Price of HK$2.60 per Share, being the mid-point of the proposed Offer Price range
of HK$2.10 to HK$3.10 per Share. We intend to use such net proceeds as follows:

o Approximately HK$293.3 million (equivalent of approximately RMB258.1 million, or
approximately 50% of our total estimated net proceeds) to expand our production capacity beyond
200 MW, all of which will be used for the procurement of equipment, including pullers, cropping
saws, squaring machines and wire saws starting from the fourth quarter of 2009.

° Approximately HK$234.6 million (equivalent of approximately RMB206.5 million, or
approximately 40% of our total estimated net proceeds) to purchase or prepay for polysilicon
feedstock.

° Approximately HKS$29.3 million (equivalent of approximately RMB25.8 million, or
approximately 5% of our total estimated net proceeds) to invest in our research and development
efforts, including the procurement of research and development equipment, consumables and
payroll for research and development projects, which includes the development of larger-sized
wafer, thinner wafers and the improvement of the conversion efficiency of our solar products.

° The balance to be used for working capital and other general corporate purposes.

If the Offer Price is set at the highest or lowest point of the indicative Offer Price range, the net
proceeds of the Global Offering (assuming that the Over-allotment Option is not exercised) will increase to
approximately HK$706.6 million or decrease to approximately HK$466.6 million, respectively. In such
event, we will increase or decrease the intended use of the net proceeds for the above purposes on a pro-rata
basis.

If the Over-allotment Option is exercised in full, the net proceeds from the Global Offering will
increase to approximately HK$680.2 million, assuming an Offer Price of HK$2.60 per Share, being the
mid-point of the proposed Offer Price range. If the Offer Price is set at the high-end or low-end of the
proposed Offer Price range, the net proceeds of the Global Offering (including the proceeds from the exercise
of the Over-allotment Option) will increase or decrease by approximately HK$138.0 million, respectively. In
such event, we will increase or decrease the allocation of the net proceeds to the above purposes on a pro-rata
basis.
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To the extent that the net proceeds of the Global Offering are not immediately applied to the above
purposes, it is our present intention that such net proceeds will be deposited into interest-bearing bank
accounts with licenced banks and/or financial institutions.

DIVIDEND POLICY

After completion of the Global Offering, our shareholders will be entitled to receive dividends we
declare. Any amount of dividends we pay will be at the discretion of our Directors and will depend upon our
future operations and earnings, capital requirements and surplus, general financial conditions, contractual
restrictions and other factors which our Directors consider relevant. In addition, our Controlling Shareholders
will be able to influence our dividend policy.

PRC laws require that dividends be paid only out of the net profit calculated according to PRC
accounting principles, which may differ from generally accepted accounting principles in other jurisdictions,
including IFRS. PRC laws also require foreign-invested enterprises, such as some of our subsidiaries in the
PRC, to set aside part of their net profit as statutory reserves. These statutory reserves are not available for
distribution as cash dividends.

Subject to the factors above, we plan to distribute regular dividends after the Listing. We intend to
distribute as dividends approximately 30% of the distributable profits attributable to shareholders of our
Company for each full financial year subsequent to the Global Offering. Such intention does not amount to
any guarantee or representation or indication that the Company must or will declare and pay dividend in such
manner or declare and pay any dividend at all.

RESTRICTED SHARES GRANT TO DIRECTOR

A total of 3,877,058 restricted Shares (“Restricted Shares”) were granted to Mr. Chau Kwok Keung, an
executive Director, at nil consideration for the purpose of giving him an opportunity to have a personal stake
in us and to motivate him to optimise his performance and efficiency, and also to retain him as our employee
whose contributions are important to our long-term growth and profitability. While share options are most
commonly used in a company’s incentive compensation program, restricted share awards are outright grants
of shares subject to vesting restrictions, which are intended to induce performance since the grantee will
immediately become a shareholder of the company and will be entitled to voting and receiving dividends. We
therefore consider that Mr. Chau’s economic interest would be more appropriately aligned with that of the
other Shareholders of our Company if Mr. Chau’s compensation package is structured in a way that will also
include the grant of Restricted Shares. The grant of Restricted Shares was approved by written resolutions
of the Shareholders dated 2 June 2008 and 3 August 2009. For further information on the Restricted Shares
grant, please refer to the paragraph headed “Further information about Directors — Restricted Shares grant
to Director” set out in Appendix VI to this prospectus.

RESTRICTED SHARES GRANT TO SENIOR MANAGEMENT

Mr. James J. Wang, our COO and Ms. Jane Wu, our President of Global Operation were each granted
a total of 2,917,590 restricted Shares by our Company, at nil consideration for the purpose of giving them
an opportunity to have a personal stake in us and to motivate them to optimise their performance and
efficiency, and also to retain them as our employees whose contributions are important to our long-term
growth and profitability. Please refer to the section headed “Directors, Senior Management and Employees
— Restricted Shares Grant to Senior Management” in this prospectus for more details about the restricted
shares grant to our senior management.
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PRE-IPO SHARE OPTION SCHEME

We have adopted the Pre-IPO Share Option Scheme to motivate our employees to optimise their
performance, efficiency and future contributions to our Group and to reward them for their past contributions
to our Group. The principal terms of the Pre-IPO Share Option Scheme were approved by written resolutions
of the Shareholders dated 2 June 2008. Options to subscribe for an aggregate of 230,000 Shares were granted
on 3 August 2009 at an original subscription price per Share of HK$6.27.

Pursuant to the terms of the Pre-IPO Share Option Scheme which required, in the event of any alteration
to the capital structure of our Company including by way of capitalisation of profits or reserves, adjustments
to be made to, among other things, the aggregate number of Shares subject to any option that have been
granted under the Pre-IPO Share Option Scheme but have not, at the time, been exercised. We therefore
granted, conditional upon the completion of the Capitalisation Issue, an additional amount of options to
subscribe for an aggregate of 344,020 Shares on 2 October 2009. The total number of Shares which may be
issued upon the exercise of options granted under the Pre- I[PO Share Option Scheme is therefore 574,020
Shares (the “Underlying Shares”), representing (i) approximately 0.057% of the issued share capital of our
Company immediately after the completion of the Global Offering and the Capitalisation Issue (without
taking into account any Shares which may be allotted and issued upon the exercise of any options which have
been granted under the Pre-IPO Share Option Scheme or which may be granted under the Share Option
Scheme or the exercise of the Over-allotment Option); and (ii) approximately 0.057% of the issued share
capital of our Company immediately after the completion of the Global Offering and the Capitalisation Issue
and assuming that all options granted under the Pre-IPO Share Option Scheme are exercised at the same time
(without taking into account any Shares which may be allotted and issued upon the exercise of any options
which may be granted under the Share Option Scheme or the exercise of the Over-allotment Option).
Assuming that all the options granted under the Pre-IPO Share Option Scheme had been exercised in full and
that 1,000,574,020 Shares, comprising 1,000,000,000 Shares to be in issue immediately after the Global
Offering and the Capitalisation Issue and 574,020 Shares to be issued upon the exercise of all the options
granted under the Pre-IPO Share Option Scheme, were deemed to have been in issue, but not taking into
account any Shares which may be allotted and issued upon the exercise of the Over-allotment Option or any
option which may be granted under the Share Option Scheme, this will have a dilutive effect of
approximately 0.057% on the shareholding of each of our shareholders in our Company. As at the Latest
Practicable Date, none of the options granted under the Pre-IPO Share Option Scheme had been exercised
by the grantees.

Pursuant to the Pre-IPO Share Option Scheme and the relevant offer letters in respect of the grant of
options:

(i) the adjusted subscription price per Underlying Share shall be HK$2.51, which is 81.0% of the
Offer Price of HK$3.10 per share, being the top end of the indicative Offer Price range; and

(i1) all options granted under the Pre-IPO Share Option Scheme can only be exercised in the following
manner: (a) Shares representing 1/12th of the Underlying Shares shall vest on 1 November 2009;
and (b) from 1 November 2009 onwards, the remaining 11/12th of the Underlying Shares shall
vest in equal quarterly instalments of 1/12th of the Underlying Shares at the end of each
three-month period subject to continued employment with our Company during that period and
all other terms and conditions as described in the Pre-IPO Share Option Scheme. No option holder
shall in any way sell, transfer, assign, charge, mortgage, encumber or create any interest in favour
of any third party over or in relation to any options or purport to do so.
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Our Directors have undertaken to our Company that they will not exercise options granted under the
Pre-IPO Share Option Scheme to such extent that the Shares held by the public (as defined in the Listing
Rules) after the Global Offering and the Capitalisation Issue will fall below the required percentage set out
in Rule 8.08 of the Listing Rules or such other percentage as approved by the Stock Exchange from time to
time.

Please refer to the section headed “Pre-IPO Share Option Scheme” in Appendix VI to this prospectus
for further details of the Pre-IPO Share Option Scheme.

SHARE OPTION SCHEME

Our Company has conditionally adopted the Share Option Scheme, the purpose of which is to motivate
the relevant participants to optimise their future contributions to our Group and/or to reward them for their
past contributions, to attract and retain or otherwise maintain on-going relationships with such participants
who are significant to and/or whose contributions are or will be beneficial to the performance, growth or
success of our Group. Additionally in the case of the executive Directors and senior management of our
Group, to enable our Group to attract and retain individuals with experience and ability and/or to reward them
for their past contributions. The principal terms of this scheme are summarised in the paragraph headed
“Share Option Scheme” in Appendix VI to this prospectus.

CORPORATE INVESTOR

On 18 March 2008, we entered into a subscription agreement with a financial investor, CMTF, and
issued 11,212,019 Series A Shares to CMTF at a consideration of approximately US$20 million based on the
post-investment equity valuation of US$494.5 million, which was determined at arm’s length with reference
to future earnings potential of our Company. On 30 March 2009, we renegotiated the terms of the investment
by CMTF in our Company given the economic downturn and therefore entered into a supplemental agreement
with CMTF, pursuant to which we issued an additional 13,587,494 Series A Shares to CMTF credited as fully
paid by a transfer of share premium of the Company in the amount of HK$13,587.49.

On 25 September 2009, the 24,799,513 Series A Shares held by CMTF were converted to 24,799,513
ordinary Shares of our Company on the basis of one Series A Share for one Share.

As at the Latest Practicable Date, CMTF was holding a total of 24,799,513 Shares, which constitute
approximately 8.25% shareholding in our Company on a fully diluted basis before the completion of the
Global Offering taking into account 300,511,751 Shares in issue and all Shares which may be issued upon
exercise of the options granted under the Pre-IPO Share Option Scheme. CMTF will be treated a member of
the public for the purpose of satisfying the minimum public float requirement under the Listing Rules.

The proceeds of approximately US$20 million from the investment by CMTF in our Company were
used to finance expansion of our production capacity and as our general working capital.

The price per Share paid by CMTF was approximately US$0.32 (equivalent to approximately HK$2.53)
(the “Entry Price”). Based on the stated Offer Price range, the Entry Price represents a discount of 18.4%
to the Offer Price of HK$3.10 per Share, being the top end of the indicative Offer Price range.

Upon our Company’s request and pursuant to the terms of a lock-up undertaking, CMTF agrees not to
sell, make any short sale of, loan, grant any option for the purchase of, or otherwise dispose of any securities
of our Company, however or whenever acquired, without the prior written consent of our Company or the
underwriters, as the case may be, for a period of 180 days from the Listing Date.
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In this prospectus, unless the context otherwise requires, the following expressions have the following

meanings:

“Affiliate” a person, directly or indirectly, controlling, controlled by or
under direct or indirect common control with another person

“Application Form(s)” WHITE application form(s), YELLOW application form(s)

and GREEN application form(s), or where the context so
requires, any of them, relating to the Hong Kong Public
Offering

bl

“Articles of Association” or “Articles’ our current articles of association, which were adopted on 2
October 2009, as may be amended from time to time, a

summary of which is set out in Appendix V to this prospectus

“associate(s)” has the meaning ascribed thereto under the Listing Rules
“Board” or “Board of Directors” the board of Directors
“Business Day” a day on which banks in Hong Kong are generally open for

business to the public and which is not a Saturday, Sunday or
public holiday in Hong Kong

“BVI” the British Virgin Islands
“CAGR” compound annual growth rate
“Capitalisation Issue” the issue of new Shares upon capitalisation of certain sums

standing to the credit of our share premium account referred to
in the paragraph headed “Written resolutions of our
Shareholders passed on 2 October 2009” under the section
headed “Further Information about our Company” in Appendix
VI to this prospectus

“CCASS” the Central Clearing and Settlement System established and
operated by HKSCC

“CCASS Clearing Participant” a person admitted to participate in CCASS as a direct clearing
participant or general clearing participant

“CCASS Custodian Participant” a person admitted to participate in CCASS as a custodian
participant

“CCASS Investor Participant” a person admitted to participate in CCASS as an investor
participant who may be an individual or joint individuals or a
corporation

“CCASS Participant” a CCASS Clearing Participant, a CCASS Custodian Participant

or a CCASS Investor Participant
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“CEO”
“CFO”

“China” or “PRC”

1]

“China Merchants Securities Group’

“CMTF”

“Companies Law”

il

“Companies Ordinance’

“Comtec Electronics”

“Comtec Ltd”

“Comtec Semi”

“Comtec Semi (Cayman)”

“Comtec Semi (HK)”

“Comtec Solar”

chief executive officer of our Group
chief financial officer of our Group

the People’s Republic of China, which for the purpose of this
prospectus, excludes the Hong Kong Special Administrative
Region of the PRC, the Macau Special Administrative Region
of the PRC and Taiwan

China Merchants Securities Co., Ltd, a company incorporated
in the PRC in 1991, and its subsidiaries, associates and entities
or companies controlled by it or its subsidiaries or its
associates

CMTF Private Equity One, an exempted company incorporated
with limited liability under the laws of the Cayman Islands

the Companies Law, Cap 22 (Law 3 of 1961, as consolidated
and revised) of the Cayman Islands

the Companies Ordinance (Chapter 32 of the Laws of Hong
Kong), as amended, supplemented, or otherwise modified from
time to time

Shanghai Comtec Electronics Co., Ltd., a company wholly-
owned by Mr. Zhang

Comtec Ltd, a trade name in the U.S. used by Mr. Zhang in
carrying out business as a sole proprietor

bR A R A PR (Shanghai Comtec
Semiconductor Co., Ltd.), a wholly foreign-owned enterprise
incorporated under the laws of the PRC on 21 December 1999
and an indirect wholly-owned subsidiary of our Company

Comtec Semiconductor (Cayman) Limited (formerly known as
New Genuine Limited), an exempted company incorporated
with limited liability under the laws of the Cayman Islands on
23 April 2007 and a direct wholly-owned subsidiary of our
Company

Comtec Semiconductor (Hong Kong) Limited (formerly known
as Winkle (Hong Kong) Limited), a limited liability company
incorporated in Hong Kong on 12 October 2007 and an indirect
wholly-owned subsidiary of our Company

B REE R Be R A BR A F] (Shanghai Comtec Solar
Technology Co., Ltd.), a wholly foreign-owned enterprise
incorporated under the laws of the PRC on 5 July 2005 and an
indirect wholly-owned subsidiary of our Company
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“Comtec Solar (Cayman)” Comtec Solar (Cayman) Limited (formerly known as Most
Talent Limited), an exempted company incorporated with
limited liability under the laws of the Cayman Islands on 23
April 2007 and a direct wholly-owned subsidiary of our
Company

“Comtec Solar (HK)” Comtec Solar (Hong Kong) Limited (formerly known as Star
View (Hong Kong) Limited), a limited liability company
incorporated in Hong Kong on 12 October 2007 and an indirect
wholly-owned subsidiary of our Company

“Comtec Solar (Jiangxi)” YLPY R se K RERHE A B2 A (Jiangxi Comtec  Solar
Technology Co., Ltd.) (formerly known as E# (/i E)BHEE
¥4 PR/ F (HK Truecolor Technologyical Industry Limited
(Nanchang)), a wholly foreign-owned enterprise established in
the PRC on 22 March 2006 and an indirect wholly-owned
subsidiary of our Company

“Connected Person(s)” has the meaning ascribed thereto under the Listing Rules

“Controlling Shareholders” has the meaning ascribed thereto in the Listing Rules and
unless the context requires otherwise, refers to Mr. Zhang and
Fonty, who, together, will control the exercise of
approximately 66.4% voting rights in the general meeting of
our Company immediately after the Global Offering and the
Capitalisation Issue (assuming that the Over-allotment Option
is not exercised)

“CO0O” chief operating officer of our Group

“Corporate Reorganisation” the reorganisation of our Group conducted in preparation for
the Listing, details of which are set out in the paragraph headed
“Corporate Reorganisation” under the section headed “History
and Corporate Structure” in this prospectus

“Covenantors” Mr. Zhang and Fonty
“CSRC” 5 B M2 B @ (China  Securities  Regulatory

Commission), a regulatory body responsible for the
supervision and regulation of the securities markets in the PRC

“CTO” chief technology officer of our Group
“Director(s)” member(s) of our board of directors
“EIA” Energy Information Administration, a statistical agency of the

U.S. Department of Energy
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DEFINITIONS

“EurO(S)” or “€ EL)

“Ferrotec”

“Fonty”

“Global Offering”

“GREEN Application Form(s)”

EEINT3

“Group”, “our Group”, “our”,

[ tR)

us

“HCT Shaping”

“HK$” or “HK dollar(s)” and
“HK cent(s)”

“HKAS(s)”
“HKFRS(s)”
“HKICPA”
“HKSCC”

“HKSCC Nominees”

“Hong Kong”, “HKSAR” or “HK”

CLINT3

the official currency of the European Union, used in 16
member states including Austria, Belgium, Cyprus, Finland,
France, Germany, Greece, Ireland, Italy, Luxembourg, Malta,
the Netherlands, Portugal, Slovakia, Slovenia and Spain

Ferrotec Corporation, a company incorporated under the laws
of Japan in September 1980, listed on the Jasdaq Securities
Exchange in Japan (Jasdaq: 6890) and an Independent Third
Party

Fonty Holdings Limited, a company incorporated under the
laws of the BVI with limited liability on 5 September 2007, the
entire issued share capital of which is directly owned by Mr.
Zhang

the Hong Kong Public Offering and the International Placing

the application form(s) to be completed by White Form eIPO
service provider designated by the Company

our Company and its subsidiaries at the relevant point of time
or, where the context so requires in respect of the period before
our Company became the holding company of our present
subsidiaries, the present subsidiaries of our Company and the
businesses carried on by such subsidiaries or (as the case may
be) their predecessors

HCT Shaping Systems SA, a company incorporated under the
laws of Switzerland in 1982, and subsequently acquired by
Applied Materials, Inc., which is listed on Nasdaq (Nasdaq:
AMAT), and an Independent Third Party

Hong Kong dollars and cents respectively, the lawful currency
of Hong Kong

Hong Kong Accounting Standard(s)

Hong Kong Financial Reporting Standard(s)

Hong Kong Institute of Certified Public Accountants
Hong Kong Securities Clearing Company Limited

HKSCC Nominees Limited, a wholly-owned subsidiary of
HKSCC

the Hong Kong Special Administrative Region of the PRC



DEFINITIONS

“Hong Kong Public Offering”

“Hong Kong Offer Shares”

“Hong Kong Share Registrar”

“Hong Kong Underwriters”

“Hong Kong Underwriting Agreement”

“ICBCI”

“ICBCI Securities”

“IEA”

“IFRS”

“Independent Third Party(ies)”

“International Placing”

the offer of the Hong Kong Offer Shares for subscription by the
public in Hong Kong for cash at the Offer Price, on and subject
to the terms and conditions described in this prospectus and in
the Application Forms relating thereto

the 25,000,000 Shares being initially offered by our Company
for subscription under the Hong Kong Public Offering at the
Offer Price (subject to adjustment as described in the section
headed “Structure of the Global Offering” in this prospectus)

Computershare Hong Kong Investor Services Limited

the several underwriters of the Hong Kong Public Offering
listed in the paragraph headed “Hong Kong Underwriters”
under the section headed “Underwriting” in this prospectus

the underwriting agreement relating to the Hong Kong Public
Offering dated 16 October 2009 between, among others, our
Company, and the Joint Global Coordinators and the Hong
Kong Underwriters

ICBC International Capital Limited, a licenced corporation
under the SFO permitted to carry on Type 1 (dealing in
securities) and Type 6 (advising on corporate finance) of the
regulated activities (as defined in the SFO)

ICBC International Securities Limited, a licenced corporation
under the SFO permitted to conduct Type 1 (dealing in
securities) of the regulated activities (as defined in the SFO)

International Energy Agency
International Financial Reporting Standard(s)

an individual(s) or a company(ies) who or which is/are
independent of and not connected with any Director, chief
executive or substantial shareholder (within the meaning of the
Listing Rules) of our Company or any of its subsidiaries or any
of their respective associates

the conditional placing of the International Placing Shares (a)
in the U.S. to qualified institutional buyers (as such term is
defined in Rule 144 A under the U.S. Securities Act) in reliance
on Rule 144A under the U.S. Securities Act or another
exemption from registration requirements under the U.S.
Securities Act and (b) outside the U.S. in offshore transactions
in reliance on Regulation S under the U.S. Securities Act,
including to professional investors in Hong Kong, as further
described in the section headed “Structure of the Global
Offering” in this prospectus
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DEFINITIONS

“International Placing Agreement”

“International Placing Shares”

“International Underwriters”

“JA Solar”

“Jiangyin Bekaert”

“Jiangyin Jetion”

“Joint Global Coordinators” or
“Joint Bookrunners”

“Joint Lead Managers”

“JZ GRAT”

“Latest Practicable Date”

The underwriting agreement relating to the International
Placing expected to be entered into between, among others, our
Company and the Joint Global Coordinators and the
International Underwriters on or around 23 October 2009

the 225,000,000 Shares being initially offered for subscription
under the International Placing together with any additional
Shares that may be issued pursuant to any exercise of the
Over-allotment Option, subject to adjustment as described in
the section headed “Structure of the Global Offering” in this
prospectus

the several underwriters of the International Placing listed in
the paragraph headed “International Underwriters” under the
section headed “Underwriting” in this prospectus

JingAo Solar Co., Ltd., a company incorporated under the laws
of PRC in May 2005, and a subsidiary of JA Solar Holding Co.,
Ltd. (a company listed in the National Association of Securities
Dealers Automated Quotation System of the U.S. (Nasdaq:
JASO)) and an Independent Third Party

Jiangyin Bekaert Alloy Materials Co., Ltd., a joint venture
company incorporated under the laws of PRC in 2004 and an
Independent Third Party

Jiangyin Jetion Science and Technology Co., Ltd., a company
incorporated under the laws of the PRC in March 2005 and a
wholly-owned subsidiary of Jetion Holdings Limited (a
company listed on the Alternative Investment Market of the
London Stock Exchange (LON: JHL)) and an Independent
Third Party

ICBCI and Macquarie

ICBCI Securities and Macquarie

JZ GRAT of 2009, an irrevocable grantor retained annuity trust
set up by Mr. Zhang for the benefit of himself and his family
members, a shareholder of our Company and of which J.P.
Morgan Trust Company Delaware is the trustee

12 October 2009, being the latest practicable date prior to the
printing of this prospectus for the purpose of ascertaining
certain information contained in this prospectus prior to its
publication
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DEFINITIONS

“Listing”

“Listing Date”

“Listing Rules”

“Macquarie”

“Major International Supplier A”

“Major International Supplier B”

“Memorandum of Association” or
“Memorandum”

“Meyer Burger”

“Mr. Zhang”

“Nasdaq”

“NDRC”

“Nissin”

the listing of the Shares on the main board of the Stock
Exchange

the date, expected to be on or about 30 October 2009, on which
dealings in the Shares first commence on the Stock Exchange

the Rules Governing the Listing of Securities on the Stock
Exchange (as amended from time to time)

Macquarie Capital Securities Limited, a corporation licenced
under the SFO for Type 1 (dealing in securities), Type 4
(advising on securities) and Type 6 (advising on corporate
finance) activities as defined under the SFO

a major supplier of polysilicon to our Company and an
Independent Third Party

a major supplier of polysilicon to our Company, which is a
company listed on a stock exchange in an Asian country,
primarily engaged in the manufacturing and distribution of
polysilicon and various types of chemicals, with an annual
production capacity of 16,500 tonnes of polysilicon, with an
audited consolidated revenue of approximately over US$2
billion and an audited consolidated net income of
approximately over US$250 million in 2008 and an
Independent Third Party

our memorandum of association

Meyer Burger Technology AG, a company incorporated under
the laws of Switzerland in 1959, listed on the SWX Swiss
Exchange (SWX: MBTN) and an Independent Thirty Party

Mr. John Zhang, the founder of our Group, our Chairman, our
CEO and an executive Director of our Company and one of our
Controlling Shareholders

National Association of Securities Dealers Automated
Quotation System in the U.S.

Hh N\ RN B [ 53 88 e AL %5 B (National Development
and Reform Commission), the chief planning ministry under

the PRC State Council
Shanghai Nissin Machine Tool Co., Ltd., a company

incorporated under the laws of the PRC in March 1995 and an
Independent Third Party



DEFINITIONS

“Non-competition Deeds”

“Offer Price”

“Offer Shares”

“our Company” or the “Company”

“Over-allotment Option”

“PHOTON Consulting”

“PHOTON Consulting 2007~

“PRC Government” or “State”

“Pre-IPO Share Option Scheme”

the non-competition undertakings dated 5 October 2009
entered into by the Controlling Shareholders in favour of our
Company, details of which are disclosed in the section headed
“Controlling and Substantial Shareholders”

the final offer price per Offer Share (excluding brokerage fee,
SFC transaction levy and Stock Exchange trading fee), which
will be not more than HK$3.10 and is expected to be not less
than HK$2.10, such price to be determined on or around 23
October 2009 or such later date not later than 28 October 2009
as may be agreed between us and the Joint Global Coordinators
(on behalf of the Underwriters)

the Hong Kong Offer Shares and the International Placing
Shares

Comtec Solar Systems Group Limited < 8/} 52 K5 HE R 448
[ A PR/~ A, an exempted company incorporated with limited
liability under the laws of the Cayman Islands on 13 November
2007

the option to be granted by us to the International Underwriters
and exercisable by the Joint Bookrunners on behalf of the
International Underwriters, pursuant to which we may be
required to allot and issue up to 37,500,000 additional Shares,
representing 15% of the Shares initially available under the
Global Offering at the Offer Price, to, among other things,
cover over-allocations of the International Placing (if any) as
further described in the section headed “Structure of the Global
Offering”

an international solar power industry research company or
publication and an Independent Third Party

“Solar Annual 20077, published by Solar Verlag GmbH’s
PHOTON Consulting Unit

the central government of the PRC, including all political
sub-divisions (including provincial, municipal and other
regional or local government entities) and instrumentalities
thereof

the existing share option scheme for employees of our Group
approved and adopted by us pursuant to a resolution passed by
our Shareholders on 2 June 2008, the principal terms of which
are summarised under the section headed “Pre-IPO Share
Option Scheme” in Appendix VI to this prospectus
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“Price Determination Date”

“QIBS”

“Regulation S”

“Relevant Business”

“RMB” or “Renminbi”
“Rule 144A”

“SAFE”

“SARS”

“Series A Share(s)”

“SFC”

“SFO”

“Shanghai Subsidiary(ies)”

“Share(s)”

“Share Option Scheme”

“Shareholder(s)”

“Solar Verlag GmbH”

“Solarbuzz”

the date, expected to be on or around 23 October 2009 but no
later than 28 October 2009, on which the Offer Price is fixed
for the purpose of the Global Offering

qualified institutional buyers within the meaning of Rule 144A
of the U.S. Securities Act

Regulation S under the U.S. Securities Act

the sole proprietorship business carried on by Mr. Zhang under
the trade name of Comtec Ltd in the U.S.

Renminbi, the lawful currency of the PRC
Rule 144A under the U.S. Securities Act

HhEE AR ILAD FAMNEE PSS (the State Administration of
Foreign Exchange of the PRC)

severe acute respiratory syndrome

the Preferred A Share(s) with nominal value of HK$0.001 each
in our share capital

the Securities and Futures Commission of Hong Kong

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

Comtec Semi and Comtec Solar, or where the context requires,
any one or both of them

ordinary share(s) with a nominal value of HK$0.001 each in
our capital, which are to be subscribed for and traded in Hong
Kong dollars and listed on the Stock Exchange

the share option scheme conditionally adopted by us on 2
October 2009, the principal terms of which are summarised
under the paragraph headed “Share Option Scheme” in
Appendix VI to this prospectus

holder(s) of the Share(s)

Solar Verlag GmbH, a publishing and editorial company
incorporated under the laws of Germany and an Independent
Third Party

Solarbuzz LLC, an international solar energy research and

consulting company based in San Francisco, the U.S and an
Independent Third Party



DEFINITIONS

“Solarbuzz 2006-2008”

“Solarbuzz 2007-2008"

“Solarbuzz 2008-2009”

“Solarbuzz 2008~

“Solarbuzz 2009~

“Sponsor” or “Sole Sponsor”
“Stabilisation Manager”
“Stock Exchange”

“subsidiary(ies)”

“Sunergy”

“Suntech”

t)

“Taifook Securities Group

“Topsola”

“Marketbuzz 2006 — Annual World PV Market Review”,
“Marketbuzz 2007 — Annual World PV Market Review”, and
“Marketbuzz 2008 — Annual World Photovoltaic Market
Review” published by Solarbuzz

“Marketbuzz 2007 — Annual World PV Market Review” and
“Marketbuzz 2008 — Annual World Photovoltaic Market
Review” published by Solarbuzz

“Marketbuzz 2008 — Annual World PV Market Review” and
“Marketbuzz 2009 — Annual World Photovoltaic Market
Review” published by Solarbuzz

“Marketbuzz 2008 — Annual World Photovoltaic Market
Review” published by Solarbuzz

“Marketbuzz 2009 — Annual World Photovoltaic Market
Review” published by Solarbuzz

ICBCI
ICBCI Securities
The Stock Exchange of Hong Kong Limited

has the meaning ascribed thereto in section 2 of the Companies
Ordinance

China Sunergy (Nanjing) Co., Ltd., a company incorporated
under the laws of the PRC and a subsidiary of China Sunergy
Co., Ltd. (a company listed in the National Association of
Securities Dealers Automated Quotation System of the U.S.
(Nasdaq: CSUN)), an Independent Third Party, and its
subsidiaries, associates and entities or companies controlled by
it or its subsidiaries or its associates

Wuxi Suntech Power Co., Ltd., a company incorporated under
the laws of the PRC in 2001 and a subsidiary of Suntech Power
Holdings Co., Ltd. (a company listed on the New York Stock
Exchange (NYSE: STP)) and an Independent Third Party

Taifook Securities Group Limited, a company listed on the
Stock Exchange, and its subsidiaries, associates and entities or
companies controlled by it or its subsidiaries or its associates

Shanghai Topsolar Green Energy Co., Ltd., a company
incorporated under the laws of the PRC in November 2002 and
an Independent Third Party



DEFINITIONS

“Track Record Period” the three years ended 31 December 2008 and the six months
ended 30 June 2009

“Underwriters” the Hong Kong Underwriters and the International
Underwriters
“Underwriting Agreements” the Hong Kong Underwriting Agreement and the International

Placing Agreement

“United States” or “U.S.” or “USA” the United States of America within the meaning of Regulation
S of the U.S. Securities Act

“U.S. dollar(s)” or “US$” United States dollars, the lawful currency of the United States

“U.S. Internal Revenue Code” the United States Internal Revenue Code, as amended in 1986

“U.S. Securities Act” the United States Securities Act of 1933, as amended from time
to time

“WFOE” wholly foreign-owned enterprise within the meaning

prescribed under PRC laws

“White Form eIPO” the application for Hong Kong Offer Shares to be registered in
the applicant’s own name by submitting applications online
through the designated website at www.eipo.com.hk

“White Form eIPO Service Provider” Computershare Hong Kong Investor Services Limited

“%” percent

Certain amounts and percentage figures included in this prospectus have been subject to rounding
adjustments. Accordingly, figures shown as totals in certain tables may not be an arithmetic aggregation of

the figures preceding them.

In this prospectus, unless otherwise stated, certain amounts denominated in Renminbi have been
translated into HK dollars or U.S. dollars at an exchange rate of RMB0.88 = HK$1.00 or RMB6.90 =
US$1.00, respectively, and certain amounts denominated in Euro have been translated into U.S. dollars at
an exchange rate of € 0.64 = US$1.00 for illustration purpose only. Such conversions shall not be construed
as representations that amounts in Renminbi were or could have been or could be converted into HK dollars

or U.S. dollars at such rates or any other exchange rates on such date or any other date.

If there is any inconsistency between the Chinese names of entities or enterprises established in the
PRC and their English translations, the Chinese names shall prevail. The English translation of company
names in Chinese or another language which are marked with “*” and the Chinese translation of company

names in English which are marked with “*” is for identification purpose only.

Unless otherwise specified, all relevant information in this prospectus assumes no exercise of the

Over-allotment Option.



GLOSSARY OF TECHNICAL TERMS

This glossary contains explanations of certain terms and definitions used in this prospectus in

connection with us and our business. The terms and their meanings may not correspond to standard industry

meaning or usage of those terms.

“BIPV”

“cropping saws”

“CZ”

“Gw”

“hot zone”

[Pt

“ingot”

“ingot pullers”

“kerf loss”

“kg”

“kilowatt hour”

“km”
“KW”

“module”

Building Integrated Photovoltaics

the equipment to cut ingots before they are squared and sliced
into wafers

Czochralski, a growth method of which an important
application is the growth of large cylindrical ingots of single
crystal silicon

gigawatt, which equals 10° Watt

a graphite thermal isolation structure into which a crucible is
placed to preserve heat during ingot pulling production

gram

cylindrical silicon brick, which is created when polysilicon is
melted, crystallised and pulled in a furnace, and to be sliced
into wafers

the equipment used for ingot production to pull molten
polysilicon from a crucible in a rotating upward motion in a
vacuum chamber

the amount of material loss during the cutting process, a
measure of a wafer manufacturer’s production efficiency,
which is calculated by dividing (a) the difference between the
weight of the raw materials used in the cutting process and the
weight of the wafers produced, by (b) the weight of the raw
materials used in the cutting process

kilogram

a unit of energy which refers to the specific amount of energy
provided in a 3,600-second time period

kilometre
Kilowatt, which equals 10> Watt

Interconnected solar cells encapsulated and protected in
transparent materials that protect against humidity, air and
mechanical damage, which are normally made with a glass
front and aluminum frame



GLOSSARY OF TECHNICAL TERMS

“monocrystalline silicon”

113

“MW”

“multicrystalline silicon”

“N_type”

“photovoltaic” or “PV”

“production yield”

“P_typew

“solar cell”

“squaring machine” or “squarer”

’

mm

“TW”

“wafer”

“Watt” or “Wp”

“wire saws”

pm

2

processed silicon where all the material consists of a single
crystal structure

millimetre
megawatt, which equals 10° Watt

processed silicon where the material consists of several small
(typically 1-20 mm) crystal grains

silicon’s conductivity type, either P or N

the field of technology and research related to the application
of solar cells for energy by converting solar energy (sunlight,
including ultra violet radiation) directly into electricity (solar
electricity)

a measure of a wafer manufacturer’s production efficiency,
which equals to the weight of wafers produced divided by the
weight of the raw materials used in the production of such
wafers

silicon’s conductivity type, either P or N

a device manufactured from silicon wafers which converts
light energy into electrical energy

the equipment used in the wafering process to cut cropped
ingots into blocks to be sliced into wafers

terawatt, which equals 10'? Watt

a thin disk made by slicing ingots and used to manufacture
solar cells

a unit of power equal to 1 joule per second

equipment with a matrix of wires to simultaneously cut a
square ingot into thin wafers

micrometre



GLOSSARY OF TECHNICAL TERMS

ASSUMPTIONS ABOUT CONVERSION EFFICIENCY, AND PRODUCTION CAPACITY AND
OUTPUT

We measure our wafer production capacity and output in MW, representing 1,000,000 Watts, a unit of
power-generating capacity. For the purposes of this prospectus, we have assumed an average solar power
conversion efficiency rate of 17% for cells using our monocrystalline solar wafers. The conversion efficiency
rate of a solar cell is the percentage of light energy from the sun that such cell or module converts into
electrical energy. This conversion efficiency rate is estimated based on feedback we received in 2009 from
our top 10 cell-manufacturing customers for the year ended 31 December 2008, which in aggregate accounted
for approximately 85% of our total revenue in 2008. There were no material differences in the conversion
efficiency rates as reported by our top 10 cell-manufacturing customers during the Track Record Period. The
reported conversion efficiency rate ranges from 17.0% to 18.0%. Based on this conversion efficiency rate,
we have assumed that each 125 mm by 125 mm solar wafer we produce generates approximately 2.53 Watts
of power and each 156 mm by 156 mm wafer we produce generates approximately 4.06 Watts of power. We
also measure our ingot production capacity and output in MW. Each kg of an ingot is assumed to yield a
number of solar wafers that our current manufacturing processes generally yield. We calculated our
production capacity, as at 31 December 2006, 2007 and 2008 and 30 June 2009 based on the wafer slicing
capacity of our equipment in operation as at such dates, on an annualised basis. We calculated our planned
production capacity of 200 MW by the end of November 2009 and 504 MW by the end of June 2010 based
on the wafer slicing capacity of our equipment planned to be in operation by 31 December 2009 and 31

December 2010, respectively, on an annualised basis.

The production capacity of our Group as a whole as referred to in this prospectus represents the lower
of the production capacity for ingots and the production capacity for wafers. We adopted this approach as an
ingot is an intermediate product in the production process of wafers, and when wafer production as a whole,
which includes both the ingot production process and the wafering process, is considered, the production

capacity for wafers, our Group’s primary product, is limited by the production capacity of either product.
REFERENCES TO MARKET PRICES OF POLYSILICON OR SOLAR WAFERS

In this prospectus, unless otherwise stated or required by the context, the phrase “market price” refers
to the market price of polysilicon or solar wafers as for the period or at the date reported in the industry
reports published by Solarbuzz or PHOTON Consulting for the period or at the dates in respect of which such
reference is made. Where such market price referred to in this prospectus is expressed in a currency other
than the originally reported currency, such market price was translated using the relevant exchange rate set
out in the section headed “Definitions” in this prospectus and is for illustrative purposes only. Statements or
charts marked with “™ in this prospectus that contain references to “average” spot price (of polysilicon or
wafers) imply that evidence of both higher and lower prices have been observed. Many factors, including but
not limited to volumes, location, delivery terms, payment terms, material quality and other factors can have
an effect on prices. Prices represented other than those represented as “average” represent a low or high

observed price in a given timeframe.
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FORWARD-LOOKING STATEMENTS

This prospectus contains forward-looking statements that are, by their nature, subject to significant

risks and uncertainties. These forward-looking statements include, without limitation, statements relating to:

° our business strategies and plan of operation;

° our capital expenditure plans;

° the amount and nature of, and potential for, future development of our business;

° our operations and business prospects;

° our dividend policy;

° projects under construction or planning;

° the regulatory environment of our industry in general; and

future development in our industry.

EEENT3 LLINNT3 EEINNTS

The words “anticipate”, “believe”, “could”, “expect”, “intend”, “may”, “plan”, “seek”, “will”, “would”
and similar expressions, as they relate to us or our industry, are intended to identify a number of these
forward-looking statements. These forward-looking statements reflecting our current views with respect to
future events are not a guarantee of future performance and are subject to certain risks, uncertainties and
assumptions, including the risk factors described in this prospectus. One or more of these risks or

uncertainties may materialise, or underlying assumptions may prove inaccurate.

Subject to the requirements of the Listing Rules, we do not intend to publicly update or otherwise revise
the forward-looking statements in this prospectus, whether as a result of new information, future events or
otherwise. As a result of these and other risks, uncertainties and assumptions, the forward-looking events and
circumstances discussed in this prospectus might not occur in the way we expect, or at all. Accordingly, you
should not place undue reliance on any forward-looking information. All forward-looking statements in this

prospectus are qualified by reference to this cautionary statement.
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RISK FACTORS

Potential investors should consider carefully all the information set out in this prospectus and,
in particular, should consider and evaluate the following risks associated with an investment in the
Offer Shares before making any investment decision in relation to us. Additional risks and
uncertainties not presently known to us or that we currently deem immaterial could also harm our
business, financial condition and operating results.

RISKS RELATING TO OUR BUSINESS

Prices for solar wafers may fluctuate, subject to future demand for solar products and competitive
factors.

In general, the price of solar wafers will depend on, among other factors, the global production capacity,
demand for solar products, and global demand conditions for solar modules and solar power systems. The
demand for solar products is influenced by macroeconomic factors, such as the supply and price of other
energy products, as well as government regulations and policies concerning the electric utility industry. The
global financial markets have recently experienced significant downturn and weakened market demand for
products that require significant initial capital expenditures for production, including solar products. Recent
economic recession in several key solar power markets has resulted in slower investments in new installation
of solar power projects and existing solar power projects were also delayed as a result of the unfavorable
credit environment. Furthermore, a decrease in the price of other energy products, such as oil, coal and
natural gas, has reduced market interest in alternative energy investment. These macroeconomic factors have
resulted in reduced demand for solar products, which had led to downward pressure on the prices of solar

wafers.

According to Solarbuzz, prices of solar wafers were in the range of US$2.20 to US$2.30 per Watt at
the high end during October 2008 and fell below US$2.00 per Watt in early 2009. According to the PHOTON
Consulting data service, Solar Updates (all data are rough estimates), the prices of solar wafers in the second
week of January 2009 were between US$1.60 and US$1.75 per Watt and further fell to between US$1.06 and
US$1.22 per Watt by the end of March 2009". Changing market conditions have resulted in our customers
bargaining for lower prices with us and we have, as a result, to reduce the selling prices of our solar products
since November 2008. The average unit price of our 125 mm by 125 mm solar wafer products decreased from
RMB17.3 per Watt for the six months ended 30 June 2008, to RMB6.8 per Watt for the six months ended 30
June 2009, representing a decrease of approximately 60.7%. The average unit price of our 156 mm by 156
mm solar wafer products decreased from RMB19.2 per Watt for the six months ended 30 June 2008, to
RMB6.5 per Watt for the six months ended 30 June 2009, representing a decrease of approximately 66.1%.
The average unit price of our solar ingot products decreased from RMB12.8 per Watt for the six months
ended 30 June 2008 to RMB6.1 per Watt for the six months ended 30 June 2009. On the supply side, however,
our raw material costs did not fall as dramatically as a result of changing market conditions as the fall in solar
wafer prices. As a result, our gross profit margin and gross profit have decreased for the six months ended
30 June 2009. In addition, the sudden and significant fall in the prices of solar wafers, together with the fall
in the market prices of our raw materials, also resulted in a decrease in the net realisable value of our
inventories and consequently a write-down of our inventories of RMB43.4 million for the year ended 31
December 2008. We cannot assure you that the above trend would not continue in the future, in which case

our results of operations and financial conditions will be adversely affected.
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In addition, we expect that there will be an industry-wide expansion to increase the overall solar wafer
production capacity over the next few years, which will increase solar wafer supply and create downward
pressures on pricing of such products, especially if polysilicon shortages experienced in the past do not
return. In addition, any aggressive expansion of production capacity by us and our competitors may result
in significant excess capacity in the solar wafer sector and, as a result, prices may further decline and have
a negative impact on our operating margins. The sensitivity analysis below details our sensitivity to a 10%
decrease in the selling prices of solar wafers for each of the three years ended 31 December 2008 and the
six months ended 30 June 2009.

Six months
Year ended 31 December ended 30 June
2006 2007 2008 2009
RMB’000 RMB’000 RMB’000 RMB’000
Decrease in profit before taxation for
the year/period. . . ............. 10,761 29,491 55,225 15,120

If we are unable to obtain sufficient high quality polysilicon in a timely manner and at commercially
reasonable prices, our business could be materially and adversely affected.

We currently manufacture monocrystalline solar wafers primarily using solar-grade virgin polysilicon,
and as a result, are more dependent on solar-grade virgin polysilicon supply for our manufacturing process
than some of our competitors who use a higher proportion of recyclable silicon. We must procure sufficient
quantities of virgin polysilicon on a timely basis and on commercially reasonable terms and fully utilise our
expanding production capacity to meet our production schedule. The need for timely delivery of polysilicon

on commercially reasonable terms will be exacerbated as we implement our expansion plans.

We procured our virgin polysilicon only from the spot market for the two years ended 31 December
2007. We started to procure our virgin polysilicon from our suppliers through both the spot market and
long-term supply contracts since the beginning of 2008. We had four polysilicon suppliers in 2006, eight in
2007, 22 in 2008 and 10 in the six months ended 30 June 2009. As at the Latest Practicable Date, the
aggregate annual minimum purchase commitments of our Group under all of our long-term supply contracts
are approximately 36,000 kg in 2008, 76,000 kg in 2009, 256,000 kg in 2010, 296,000 kg in 2011 and
366,160 kg for each of the years from 2012 to 2015. By reason of the recent global economic turmoil or
otherwise, should we fail to meet the minimum purchase commitments, our long-term suppliers have the right
to request payment from us for the purchase quantities as agreed under our long-term supply contracts and/or
forfeit our prepayments. Any disruption in the supply of polysilicon, including the failure of a major supplier
to supply an adequate amount of polysilicon that meets our quality, quantity and cost requirements in a timely
manner, would adversely affect our ability to maintain full production capacity utilisation, limit our ability
to meet our customers’ demand, increase the cost of sourcing polysilicon, materially and adversely affect our

financial condition and results of operations and have a negative impact on our reputation.
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Our cost of polysilicon, as a percentage of total cost of sales were 41.3%, 51.5%, 69.8% and 53.4% for
each of the three years ended 31 December 2008 and the six months ended 30 June 2009, respectively. Our
purchase of virgin polysilicon accounted for 44.4%, 51.9%, 67.8% and 75.9% of our total purchase of raw
materials and consumables for each of the three years ended 31 December 2008 and the six months ended
30 June 2009, respectively. The purchase from our top five suppliers, as the percentage of our total purchase
of raw materials and consumables, were 77.4%, 69.8%, 62.4% and 82.2% for each of the three years ended
31 December 2008 and the six months ended 30 June 2009. And the purchase from our largest suppliers
accounted for 26.4%, 34.0%, 22.0% and 69.7% of our total purchase of raw materials and consumables for
each of the three years ended 31 December 2008 and the six months ended 30 June 2009, respectively. We
have more than three years of relationship with our top five suppliers, except for one with whom we only
started our business relationship since the beginning of 2009, and more than nine years of relationship with
our largest supplier. Our unit procurement costs per kilogram for polysilicon for each of the three years ended
31 December 2008 and the six months ended 30 June 2009 were RMB414.9, RMB737.7, RMB1,474.2 and
RMB649 .4, respectively.

If our contractual counterparties breach their contractual commitments or if we are unable to procure
the balance of our requirements of polysilicon, we may not be able to achieve target utilisation of our
production capacity, which may have a material adverse effect on our results of operations and financial
condition. Please refer to the section headed “Risks Relating to Our Business—If we are unable to maintain

full utilisation of our production capacity, our operating margins may decline substantially” in the prospectus.

Due in part to the historical industry-wide shortage of polysilicon from 2006 to the third quarter of
2008, our procurement costs for polysilicon had increased during the same period. Due to the recent financial
crisis and the deteriorated worldwide economic conditions, market prices of polysilicon have fallen
significantly. According to Solarbuzz, the spot price of polysilicon has dropped from a peak of US$450 per
kg in the middle of 2008 to a low of US$150 per kg in the fourth quarter of 2008. According to the PHOTON
Consulting data service, Solar Updates (all data are rough estimates), the average market spot price of
polysilicon for the week ended 2 October 2009 was approximately US$75 per kg. The average of the prices
we expect to pay in the near term for polysilicon from the spot market and pursuant to our other supply
sources will likely be lower than the average prices we paid during the Track Record Period for polysilicon.
We however cannot assure you that our procurement costs for polysilicon will decrease or continue to
decrease in the near and longer terms.

As polysilicon procurement costs comprise a significant portion of our cost of sales, increases in the
price of polysilicon will have a negative impact on our results of operations and prospects. The sensitivity
analysis below details our sensitivity to a 10% increase in the procurement costs for polysilicon:

Six months
Year ended 31 December ended 30 June
2006 2007 2008 2009
RMB’000 RMB’000 RMB’000 RMB’000
Decrease in profit before taxation for
the year/period ............... 2,586 7,264 32,965 13,356
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Our long-term contract with Major International Supplier A requires us to purchase minimum quantities
of polysilicon at fixed prices, subject to adjustments in accordance with changes in an energy price index,
from 2008 through 2015. Our long-term contract with Major International Supplier B requires us to purchase
minimum quantities of polysilicon at fixed prices, subject to adjustments with reference to an agreed formula
taking into account Major International Supplier B’s average purchase prices of metallurgical silicon and
electricity, from 2009 through 2015. In the future, we may enter into additional long-term fixed-price supply
contracts when we are presented with appropriate opportunities. Therefore, if market prices for polysilicon
are below the applicable contract prices, our raw materials costs will be greater than those of our competitors
who are able to purchase polysilicon at market rates, which will make us less competitive. With respect to
our long-term supply contracts, the prices we paid for our purchases of polysilicon under our long-term
supply contract with Major International Supplier A were below the prevailing market spot prices for
polysilicon during this period and we did not purchase any polysilicon from Major International Supplier B
during the same period as we were re-negotiating the terms of the our long-term supply agreement with them
during the period. For the six months ended 30 June 2009, the Group’s purchases for polysilicon under the
abovementioned long term supply contracts only represented approximately 8.4% of the Group’s total
purchases for polysilicon for the same period. With reference to the recent decline in the market prices of
polysilicon, the contract price under our long-term supply contract with Major International Supplier A and
the average contract price under our long-term and short-term supply contracts with Major International
Supplier B were still lower than the average polysilicon spot price for the week ended 2 October 2009,
US$75/kg, according to the PHOTON Consulting data service, Solar Updates (all data are rough estimates)’.
If we cannot lower our contract prices with our suppliers and market prices continue to decrease, our profit
margin may be negatively affected we may became less competitive. Additionally, as we have not entered
into binding long-term wafer sales contracts, if demand for our solar wafers decreases from time to time, we
may not be able to utilise all of the polysilicon we are required to purchase pursuant to these agreements.

We experienced a general decline in our gross profit margins during the Track Record Period and
various factors that are not within our control could adversely affect our gross profit margins in the
future.

The principal raw material used in our production of monocrystalline solar wafers is solar-grade virgin
polysilicon and its prices had been rising at a higher rate than the prices for our solar products before the
recent economic downturn in the fourth quarter of 2008 and falling at a lower rate than the prices of our solar
products since the fourth quarter of 2008, which had caused our gross profit margins to decrease generally
over the Track Record Period. Our gross profit margins for the years ended 31 December 2006, 2007, 2008
and the six months ended 30 June 2009 were 49.6%, 45.5%, 30.4% and 10.1%, respectively. The recent
financial crisis and deteriorated worldwide economic conditions have resulted in our customers bargaining
for lower prices with us and we have, as a result, had to reduce the selling prices of our solar products since
November 2008. The average selling prices of our 125 mm by 125 mm solar wafers decreased from RMB16.6
per Watt for the year ended 31 December 2008, to RMB6.8 per Watt for the six months ended 30 June 2009,
representing a decrease of approximately 59.0%. The average selling prices of our 156 mm by 156 mm solar
wafer products decreased from RMB17.8 per Watt for the year ended 31 December 2008, to RMB6.5 per Watt
for the six months ended 30 June 2009, representing a decrease of approximately 63.5%. While the average
selling prices of our solar products have decreased in the six months ended 30 June 2009, our raw material
costs have decreased at a lower rate during the same period and such decrease did not immediately result in
a corresponding reduction in our cost of sales because, due to the historical lead time for the supply of
polysilicon, we had committed to purchase polysilicon at higher prices before the sudden fall in the prices
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of polysilicon in October 2008. In addition, our customers took advantage of their increased bargaining
power following the financial crisis by demanding thicker wafers, which would lower the breakage rate
during their manufacturing process but increased our production cost for additional raw materials used for
such wafers. As a result, our gross profit margin and gross profit for the six months ended 30 June 2009 have
decreased. We believe prices of polysilicon and wafers will continue to fluctuate in the near future.
Intensifying market competition could reduce our operating margins further due to price competition and loss
of market share. In addition, our profit margins will be substantially affected by any economic downturn and
reduction in government subsidies in major end-user markets for solar power technology such as Germany,
the U.S., Spain and Italy, where the revenues of the end customers of solar products are ultimately derived
from. If the financial crisis and deteriorated worldwide economic conditions continue, it could have a further
material adverse effect on our profit as demand for solar products could decline. We may experience a decline
in our overall gross profit margin and such decline will adversely impact our financial condition, results of
operation and prospects.

Our future success depends on our ability to increase our production capacity and to launch new
products to remain competitive. We may be unable to achieve our development plans, which would limit
our growth potential and impair our results of operations and financial condition.

The solar wafer industry is characterised by rapid expansion in capacity and rapid development in
manufacturing technology. Our future success depends on our ability to successfully execute our plans for
increasing production capacity primarily through the construction of additional manufacturing facilities and
the procurement of additional manufacturing equipment as well as our ability to launch new products timely
and at competitive cost. We expect our production capacity will reach 200 MW by the end of November 2009,
and we currently intend to further expand our capacity to 504 MW by the end of June 2010. In addition, we
have completed our development of 210 mm by 210 mm monocrystalline solar wafers in December 2008.
The construction of any additional facility or development of new products will be subject to various risks,
including risks of delays and cost overruns as a result of a number of factors, many of which may be out of
our control, such as delays in government approvals, problems with suppliers and contractors and adverse
weather conditions. We must also purchase, install and commission new manufacturing equipment, which is
also subject to significant risk, including risk of delays in delivery and installation. In addition, we may not
be successful in developing new products. If we are unable to execute our expansion plan or develop new
products at reasonable cost and in a timely manner or at all, we may not be able to achieve economies of scale
or offer new products that will allow us to further enhance our competitive position and achieve desired
operating and profit margins. We also cannot assure that we will be able to generate sufficient customer
demand for our expanded production capacities or our new products.

We will need capital to fund such expansion of our production capacity, including for the purchase of
equipment, as well as for our research and development activities, to enable us to remain competitive. The
capital expenditures currently budgeted for our capacity expansion to 200 MW by the end of November 2009,
and from 200 MW to 504 MW by the end of June 2010 are RMB260.0 million and RMB410.8 million,
respectively. We are currently incurring capital expenditures for our capacity expansion to 200 MW and will
continue to do so until the fourth quarter of 2010. We will incur capital expenditures for our capacity
expansion from 200 MW to 504 MW from the fourth quarter of 2009 to the second quarter of 2011,
respectively. We also intend to allocate approximately 5% of our net proceeds from the Global Offering for
our research and development efforts, including the procurement of equipment, consumables and payroll for
research and development projects. If we fail to generate sufficient operating cash flows and raise sufficient
funds to support such expansion and research and development activities, our business, results of operations
and future growth prospects could be adversely affected.
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We recorded net current liabilities position as at 31 August 2009.

As at 31 August 2009, we had net current liabilities of RMB18.1 million, which primarily resulted from
the decrease in our bank balances and cash for the purpose of property, plant and equipment required for our
production capacity expansion from 55 MW to 200 MW. We cannot assure you that we will not have net
current liabilities in the future. Our net current liabilities position exposes us to certain liquidity risks. Our
future liquidity, the payment of trade and other payables, and the repayment of outstanding debt obligations
as and when they become due will primarily depend on our ability to maintain adequate cash inflows from
operating activities and adequate external financing. Our operating cash flows could be adversely affected by
numerous factors, including increased market competition, decreased demand for our products and higher
raw material prices. Servicing our debt and other fixed payment obligations will further divert our cash flow
from our operations and planned capital expenditures. Furthermore, the interest cost of such obligations could
undermine our future profitability.

Cash flow from our operations will not be sufficient to fund our current business plans and we may not
be able to obtain external financing in a timely manner or on commercially acceptable terms.

We require a large amount of cash to fund our operations, in particular to make advance payments to
suppliers in connection with our purchase of raw materials and manufacturing equipment. In addition, to meet
the growing demand of our customers and increase our market share, we expect to significantly increase our
production capacity and output to 200 MW by the end of November 2009 and 504 MW by the end of June
2010. Future expansions, changes in market conditions or other developments, in particular, changes in
technology, may require us to raise additional capital. Our ability to obtain external financing in the future
is subject to a number of uncertainties, including our financial condition, the general market conditions of
our industry, and economic, political and other conditions in the PRC. Further, the recent credit crisis has had
and may continue to have a negative impact on our operations and growth prospects. Financial institutions
may become more conservative on granting bank loans and our costs of funding may increase, making access
to capital more difficult. Private investors may not subscribe to our Shares. Our liquidity position may worsen
if cash flows from operating activities deteriorate with the credit crisis. If we are unable to obtain necessary
capital in a timely manner or on commercially acceptable terms, our operations, results of operations and
growth prospects may be materially and adversely affected. In addition, we may seek to sell additional equity
or debt securities or obtain additional credit facilities if our resources are insufficient to satisfy our cash
requirements. The sale of additional equity securities could result in additional dilution to our Shareholders.
The incurrence of indebtedness would result in increased debt service obligations and could result in
operating and financing covenants that would restrict our operations. We also cannot assure you that
financing will be available in amounts or on terms acceptable to us, or at all.

Advance payment arrangements with most of our polysilicon suppliers and equipment suppliers expose
us to their credit risk.

We are required to make advance payments to our long-term suppliers of polysilicon. We have entered
into an eight-year supply contract with Major International Supplier A expiring on 31 December 2015,
pursuant to which we have committed to purchase a minimum amount of polysilicon and if such minimum
amount is not met, advances amounting to 20% to 26% of such minimum amount could be forfeited to Major
International Supplier A. We also entered into a seven-year supply contract with Major International
Supplier B expiring on 31 December 2015, pursuant to which we will purchase fixed quantity of virgin
polysilicon, which requires that we make advance payments that are generally not refundable, except in
limited circumstances, which include termination of the contract by mutual agreement, breach of contract by
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Major International Supplier B, bankruptcy or insolvency of Major International Supplier B and Major
International Supplier B’s inability to deliver products to us. As at 31 December 2006, 2007 and 2008 and
30 June 2009, our Group had outstanding advance payments to polysolicon suppliers of approximately
RMB45.3 million, RMB90.1 million, RMB218.3 million and RMB203.7 million, respectively. We may
continue to have similar arrangement after the expiry of such supply contracts. We also make advance
payments to equipment suppliers at the time we place our purchase orders and a substantial portion of the
purchase price is usually required to be paid before we take delivery of the equipment. As at 30 June 2009,
our advance payments to suppliers of equipment amounted to RMB54.7 million. As we make such advance
payments without receiving any collateral, in the event we do not receive the materials or equipment we
ordered and we must make a claim against the suppliers to recover our advance payments, our claims for such
advance payments would be unsecured claims, exposing us to the credit risk of the suppliers in the event of
their insolvency or bankruptcy. We may not be able to recover such advance payments and could thereby

suffer losses.

Our dependence on a limited number of key manufacturing equipment and spare parts suppliers could
prevent us from fulfilling our customer orders in a timely manner or implementing our expansion plan.

The production of monocrystalline solar wafers is complex and requires costly equipment that requires
lead times to manufacture and install. There is a limited number of equipment and spare parts manufacturers
worldwide with the technical and manufacturing expertise to produce the equipment and spare parts, such as
pullers, cropping saws, squarers, wire saws and wires, used in the production of our monocrystalline solar
wafers. During the Track Record Period, the equipment that are currently used were primarily purchased from
four suppliers, three of which are overseas equipment manufacturers, such as Ferrotec for ingot pullers,
Meyer Burger for cropping saws and wire saws and HCT Shaping for squarers, and we also source from 17
other suppliers for spare parts. While we will continue to source some of our equipment from these suppliers,
we also intend to start sourcing equipment from other suppliers who are more cost competitive and whose
quality standards we found acceptable. We have, for instance, purchased wire saws and squarers from Nissin,
a PRC-based manufacturer. Our inability to procure equipment or spare parts in a timely manner on
commercially reasonable terms would have a material adverse effect on our ability to meet our contractual
obligations, impact our expansion plans and is likely to have a material adverse effect on our business,

prospects, financial condition and results of operations.

We depend on a limited number of customers for a significant portion of our revenues, and we

anticipate such dependence to continue in the near future.

We rely on a limited number of customers for a significant portion of our revenues. For each of the three
years ended 31 December 2008 and the six months ended 30 June 2009, our top five customers accounted
for 69.5%, 84.4%, 66.1% and 62.8% of our revenues, respectively. Sales to Suntech, our largest customer for
2006, 2007 and 2008, accounted for 34.8%, 53.8%, 21.6% and 18.3% of total revenues for each of the three
years ended 31 December 2008 and the six months ended 30 June 2009, respectively. Other than the five-year
framework agreement we entered into with Suntech on 10 November 2006, we do not currently have any
long-term agreements with any of our major customers. Please refer to the section headed “Business — Sales

and Marketing — Monocrystalline solar wafers” in this prospectus. We anticipate that our dependence on a
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limited number of customers will continue in the foreseeable future. Consequently, any one of the following
events will likely to have material adverse impact on our revenue, financial condition and results of
operations:

° decrease or cancellation in purchase orders by some or all of our large customers, or any material
delays in the acceptance of our solar products, due to market or competitive factors or due to our
inability to provide such customers with quality products on a timely basis at competitive rates;

° loss of one or more of our significant customers and our failure to identify additional or
replacement customers; and

° failure of any of our significant customers to make timely payment for our solar products.

We began commercially manufacturing monocrystalline solar products in 2004 and you should evaluate
the prospects of our business in light of our limited operating history.

We were first founded in 1999 to engage in the business of manufacturing semiconductor wafers and
ingots. We commenced our solar products business in 2004, and since then we have expanded this business
rapidly and it has replaced our semiconductor business to become our principal source of revenues,
accounting for approximately 88.6%, 91.9%, 95.2% and 92.0% of our total revenues for each of the three
years ended 31 December 2008 and the six months ended 30 June 2009, respectively. While we expect that
the production of solar products will continue to be our primary business in the near future, given our limited
operating history in this business, our operating results over the Track Record Period may not provide a

meaningful basis for evaluating our business, financial performance and prospects.

Interruptions in the supply of electricity and other utilities to our manufacturing facilities may
adversely affect our production and results of operations.

We consume electricity supply in our manufacturing operations. As the PRC economy has grown at a
rapid pace in recent years, demand for electricity has continued to increase. There have been shortages of
electricity from time to time in the past, particularly in heavily populated or industrialised areas such as
Shanghai. We primarily source our electricity from a state-owned company, Shanghai Municipal Electric
Power Company, and there have been instances where the public electricity utility has imposed restricted
electrical usage periods of up to three days per year in accordance with the power supply rules of Shanghai
Municipal Electric Power Company in the area where our production facilities are located, during which
times we were unable to operate some or all of our equipment. The restricted electrical usage periods are
normally imposed in the summer, which is the peak season for electricity utilisation. We were able to manage
such risk as the restricted usage periods are generally negotiable for each individual company. The loss of
utilisation caused by these periods has affected our utilisation rates by approximately one percent and
consequently, there was no material impact on our operating margins. We have installed backup power
transformer substations at our site with an aggregate capacity of 500 KW. However, the capacity of our
backup transformer substation is only sufficient to enable us to keep our pullers from cooling down at a rapid
rate and being damaged. As we expand our production capacity, we must also have access to additional
sources of electricity to meet our expanded capacity. We have explored new areas for expansion where there

would be sufficient electricity for our operations, and on the other hand, we are continuously negotiating with
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our electricity supplier to minimise the instances of restricted electrical usage period each year. No assurance,
however, can be given that we will have sufficient electrical power and other utilities available for our future
production requirements and we cannot assure that our electricity supplier will give us priority when there
is electricity shortage.

Equipment failures may disrupt our business.

No assurance can be given that we will not experience equipment failure in the future and that we will
have sufficient spare parts which are in good working order on hand to prevent any material slowdown or
stoppage in our manufacturing process. Any disruption to any step of the manufacturing process would affect
our yields, business and results of operations.

Our inability to adequately address the financial, operational, infrastructure and human resources
challenges of managing a rapidly growing business may negatively impact on our ability to implement
our strategic initiatives.

We have experienced significant growth over the three years ended 31 December 2008 and expect our
business to continue to grow if we are successful in implementing our key strategic initiatives. The growth
of our business has required significant attention from our management and expenditure of other resources
and will likely continue to strain our finances, infrastructure and personnel as we implement our strategies.
In order to properly manage this planned growth, we must improve our operational and financial systems,
expand our network and system infrastructure, and enhance the effectiveness of our financial controls and
procedures. We also will need to continue to manage our customer relationships and manage our relationships
with equipment and raw materials suppliers. Our inability to manage this planned growth may prevent us
from achieving our desired growth and producing high quality products, which could negatively impact our
reputation and may result in us not being able to attract and retain customers. As a result, our business,
prospects, financial condition and results of operations may be materially and adversely affected.

Our continued success and expansion plans also depend, to a significant extent, on our ability to attract,
train and retain qualified technical personnel with expertise in the solar power industry. As part of our
expansion plans, we plan to hire approximately an additional 200 employees during the period from July
2009 to November 2009 and approximately another 495 employees from January to June 2010. Since July
2009, we have hired 147 new employees as at the Latest Practicable Date. Since our industry is characterised
by evolving technologies and high demand for skilled technical personnel, there can be no assurance that we
will be able to attract or retain qualified technical staff or other highly-skilled employees that we will need
to achieve our strategic objectives. As our business has grown rapidly in recent years, our ability to train and
integrate new employees into our operations may not meet the growing demands of our business. If we are
unable to attract and retain qualified personnel, our business may be materially and adversely affected.

We may not be able to monitor and deploy internal control measures with respect to our business
operations in an effective and timely manner because of our business expansion plans.

The development of our management and internal control measures has largely coincided with the
expansion of our businesses. As we implement our expansion plan, ensuring financial and operational control
by effective allocation of financial and management resources to our growing operations will become an
increasingly important task. We cannot assure you that we will be able to implement internal control
mechanisms that will promptly and adequately respond to our expanded operations and other integration
issues we may face especially as we operate in multiple geographic locations. To manage our geographical
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expansion, we have adopted a balance of decentralised and centralised controls. For instance, all of our
purchases and sales contracts require approval by the relevant department manager. If the purchases or sales
amounts exceed a certain level, the contracts would need the approval of our CEO. In addition, our quality
assurance team would ensure that the production processes and product quality at the new geographic
locations are consistent with our existing facilities. Any deficiency in internal controls or resource allocation
policies would impair our ability to accurately report our financial results and expose us to a certain degree
of risk including fraud. As a result, our failure to implement effective internal controls or instances of fraud
within our Group may cause loss of investor confidence, which could in turn negatively impact the trading

price of our Shares.

Our geographical expansion may adversely affect our results of operations and financial condition.

Our geographical expansion exposes us to uncertainty of new markets. We will incur additional costs
to establish our new facilities and purchase new equipment. There may be increased administrative,
marketing and promotion costs. We cannot assure you that our expansion into new markets will improve our
profit. Further potential geographical expansion of our business would require us to operate in new
geographical locations and to allocate some of our financial and management resources to these locations.

If we are unable to maintain full utilisation of our production capacity, our operating margins may
decline substantially.

Our ability to maintain profitability depends in part on our ability to maintain full utilisation of our
production capacity. We are currently in the process of expanding our production capacity but we do not
currently have binding orders for the solar products that we will be capable of producing on completion of
such expansion. If we are unable to obtain additional orders for our solar products, procure sufficient raw
materials, or if we experience any material equipment failure, then we will not be able to fully utilise of our
production capacity. As we incur fixed costs associated with our facilities and equipment whether they are
being utilised, operating at less than full utilisation results in expenses without corresponding revenue, which

reduces our operating margins.

We will need to invest significant financial and managerial resources in research and development to
keep pace with technology advances and compete effectively in the solar power industry maintain our
market position.

The production of monocrystalline solar wafers is characterised by evolving customer demands and
continuously evolving technologies. We must continue to invest in research and development to improve our
manufacturing process, including improving the quality of our solar products, increasing yields and reducing
breakage rates, to maintain our market position as a manufacturer of high quality monocrystalline solar
wafers in the PRC. Technologies developed or adopted by others may prove more effective than ours in
enabling them to produce, at a higher yield and lower cost, larger and thinner solar wafers with higher
efficiency than our solar products. If we fail to keep pace with evolving technologies, our manufacturing
process will not be as efficient as our competitors’ and the quality of our solar wafers may not meet our
customers’ demands, which will adversely affect our operating margins, reduce our competitiveness and
cause us to lose market share. The amount of our research and development expenses was insignificant during

the Track Record Period as research and development were mainly performed by our staff by utilising our
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existing fixed assets, and we therefore did not record research and development expenses as a separate item
until July 2008, when we started to recognise research and development expenses separately. Our research
and development expenses were approximately RMB1,079,000 and RMB 1,683,000 for the year ended 31
December 2008 and the six months ended 30 June 2009, respectively.

Our business depends substantially on the continuing efforts of our executive officers and key
employees.

Our future success depends substantially on the continued services of our executive officers and key
employees, especially Mr. Zhang, our CEO, Mr. Chau Kwok Keung, our CFO, Mr. Shi Cheng Qi, our CTO,
Mr. James J. Wang, our COO and Ms. Jane Wu, our President of Global Operation. If one or more of our
executive officers or key employees were unable or unwilling to continue to work for us, we might not be
able to replace them in a timely manner, or at all. Our business may be severely interrupted, our financial
condition and results of operations may be materially and adversely affected and we may incur additional
expenses to recruit, train and retain personnel. Mr. Shi Cheng Qi, our CTO, who is now assisted by a number
of production managers, has passed the legal age of retirement under applicable PRC laws and regulations,
therefore his employment contract with our Company may not be legally enforceable under PRC labour laws.
We are in the process of hiring a vice president of technology in case of an early termination of his
employment with us. If any of our executive officers or key employees joins a competitor or forms a
competing company, we may lose customers, suppliers, expertise and key professionals and staff members.
Each of our executive officers and key employees has entered into an employment agreement with us, as well
as a non-competition agreement. However, if any dispute arises between our executive officers and us, these
agreements may not be enforceable in the PRC, where a majority of these executive officers reside, in light
of the uncertainties of the PRC legal system.

If we fail to strictly adhere to vigorous manufacturing standards and are unable to manufacture high
quality monocrystalline solar wafers, our yields, reputation, business and prospects would be negatively
impacted.

We must continue to improve our manufacturing processes and produce high quality monocrystalline
solar wafers for our customers to remain competitive. The production of monocrystalline solar wafers is
technologically complex and requires strict adherence to manufacturing processes to limit contaminants and
to have high yield rates for our solar products with a limited amount of raw materials. As our customers are
allowed to return solar wafers which do not meet agreed product specifications, deviations from strict
manufacturing standards would decrease yields, negatively impact our reputation and result in a material
adverse effect on our business, results of operations and prospects. According to the records of our quality
assurance team, the rate of return of our solar products based on total revenue was less than 2% for each of
the years ended 31 December 2008 and the six months ended 30 June 2009.

We may not be able to compete effectively against manufacturers who may have greater resources and
more advanced technologies than we do.

The solar power market, including in particular the production and sale of solar wafers, is highly
competitive and constantly changing, and we expect competition to increase in the future. We believe the key
competitive factors in the solar wafer market include product quality, production technology and efficiency,
relationship with suppliers, cost competitiveness and price, and sales and marketing network. We expect to
face increased competition, which may result in price reductions, reduced profit margins or loss of market
share. Our main competitors include specialised solar wafer manufacturers, as well as solar wafer
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manufacturing divisions of large conglomerates. Some of our competitors have a longer operating history,
larger manufacturing capacity, stronger market position, greater resources, and better access to polysilicon
raw materials than we do. Some of our competitors also have more established distribution networks and a
larger customer base than we do. In addition, many of our competitors have well-established relationships
with our customers and have extensive knowledge of our target markets. Accordingly, they may be able to
devote greater resources to the research, development, promotion and sale of their products, or respond more
quickly to evolving industry standards and changes in market conditions, than we can.

The current key barriers to entry in the solar wafer industry are access to high purity polysilicon raw
materials, key manufacturing equipment, capital resources, manufacturing expertise and skilled personnel. If
these barriers disappear or become more easily surmountable, new competitors may successfully enter our
industry. In addition, as new and more efficient technologies develop to produce energy more efficiently on
a cost-effective basis, we expect to compete with other sources of renewable power as well as other solar
power generating methods, including thin film technology. If we fail to compete successfully, our business,
prospects, financial condition and results of operation would suffer and we may lose or be unable to maintain
or increase our market share.

Our principal manufacturing facilities are currently located in Nanhui Industrial Zone, Shanghai, PRC
and any damage to such facilities could cause severe disruption to our business.

All of our manufacturing facilities are currently located in Nanhui Industrial Zone which is located
approximately 50 km southeast from the city centre of Shanghai in the PRC, where we manufacture all of
our monocrystalline solar wafers, and store raw materials, work-in-progress and inventories. We also conduct
all of our research and development at such facilities. Our production, operations and business could be
adversely affected by the effects of fire, severe weather, flood or earthquake and similar events or labour
disputes. The occurrence of a natural disaster or prolonged adverse weather conditions in Nanhui Industrial
Zone may result in severe damage to our production facilities. In addition, we may incur substantial repair
and reconstruction expenses, which will materially affect our results of operations and financial condition.
In addition, our manufacturing processes require the proper, skilful and experienced operations of hazardous
equipment, such as pullers and wire saws. We may experience equipment failures or shutdowns or periods
of reduced production due to human error or due to unforeseen equipment malfunctions, accidents or
interruptions in power supply, any of which could adversely impact our production and operations.
Furthermore, such events could cause damages to others’ properties or cause personnel injury or death, which
could lead to us paying civil compensation, administrative penalties and lead to litigation or regulatory
enforcement proceedings. Any occurrence of these events could interrupt or limit our production capacity, or
affect our ability to meet customer demand and orders, which would have a negative impact on our
reputation, and have a material adverse effect on our financial condition and results of operations.

Our insurance coverage may not be sufficient to cover the risks related to our business operations.

We do not have any product liability insurance or business interruption insurance. Any business
disruption or natural disaster could result in substantial costs and a diversion of resources, which would have
an adverse effect on our business and results of operations.

As with other solar product manufacturers, we are exposed to risks associated with product liability
claims if the use of our solar products results in injury. We cannot predict whether product liability claims
will be brought against us in the future or the effect of any resulting negative publicity on our business. The
successful assertion of product liability claims against us could result in potentially significant monetary
damages and require us to make significant payments. Furthermore, widespread product failures may damage
our market reputation, reduce our market share and cause our sales to decline.



RISK FACTORS

We may be exposed to infringement or misappropriation claims by third parties.

Our success depends largely on our ability to use and develop our technology and expertise without
infringing the intellectual property rights of third parties. The validity and scope of claims relating to solar
power technology patents may involve complex scientific, legal and factual questions and analysis and,
therefore, may be highly uncertain. We may be subject to litigation involving claims of patent infringement
or violation of other intellectual property rights of third parties. The defence and prosecution of intellectual
property suits, patent opposition proceedings, and related legal and administrative proceedings can be both
costly and time-consuming and may significantly divert the efforts and resources of our technical and
management personnel. An adverse determination in any such litigation or proceedings to which we may
become a party could subject us to significant liability to third parties, require us to seek licences from third
parties, to pay ongoing royalties, or to redesign our solar products or subject us to injunctions prohibiting the
production and sale of our solar products or the use of our technologies. Protracted litigation could also result
in our customers or potential customers deferring or limiting their purchase or use of our solar products until
resolution of such litigation.

We may not be able to adequately protect our intellectual property, which could adversely affect
business operations.

We rely primarily on patent laws, proprietary technology and contractual restrictions to protect our
intellectual property. As at the Latest Practicable Date, we have registered five patents in the PRC and one
trademark in Hong Kong. Nevertheless, such registration may only provide limited protection for our
intellectual properties. In addition, contractual arrangements, such as the confidentiality and non-competition
agreements and terms between us and our research and development personnel, may also afford only limited
protection and the actions we may take to protect our proprietary technology and other intellectual property
may not be adequate. Our failure to protect our intellectual property and proprietary rights may undermine
our competitive position. Third parties may infringe or misappropriate our proprietary technologies or other
intellectual property and proprietary rights. Policing unauthorised use of proprietary technology can be
difficult and expensive. In particular, the legal regime governing intellectual property in the PRC is still
evolving and the level of protection afforded to intellectual property rights in the PRC may not be as effective
as those in other jurisdictions. Litigation relating to our intellectual property may result in substantial costs
and diversion of resources and management attention away from our business. Even if we have the legal
grounds for a lawsuit, we may need to resort to court proceedings to enforce our intellectual property rights.
If a lawsuit is brought, an adverse determination in any such litigation will impair our intellectual property
and proprietary rights and may harm our business, prospects and reputation.

Compliance with environmental regulations can be expensive, and any material non-compliance may
result in adverse publicity, potentially significant monetary damages and fines, and suspensions of our
operations.

As our manufacturing processes, including the processing of polysilicon raw materials, growing of
ingots and slicing of wafers, generate noise, waste water and gaseous and other industrial wastes, we are
required to comply with various applicable regulations regarding protection of the environment. We believe
that we are in material compliance with present environmental protection requirements. In May 2009,
Comtec Solar was fined by Shanghai Naihui Bureau of Environmental Protection for RMB40,000 for the
over-discharging of polluted water. We have settled the fine on 25 May 2009 and we have implemented
procedures designed to ensure compliance with the relevant laws and regulations when discharging polluted
water, including the training of production personnel. However, if more stringent regulations are adopted in
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the future or our business model changes requiring adherence to more strict standards or regulations, the cost
of compliance with these new regulations or standards could be substantial. If we fail to comply with present
or future environmental regulations, we may be required to pay substantial fines, suspend production or cease
operations. We use hazardous chemicals to handle the waste liquid produced by manufacturing activities. We
also generate hazardous waste, which we process through our internal waste treatment facilities and external
waste treatment facilities. Any failure by us to control the use of, or to adequately treat, hazardous substances
could subject us to potentially significant monetary damages and fines and suspensions of our business

operations.

Fluctuations in exchange rates could adversely affect our results of operations and our profitability.

Our PRC operating subsidiaries’ functional currency is Renminbi and we report our financial statements
in Renminbi. Our Group’s operations are mainly based in the PRC. During each of the three years ended 31
December 2008 and the six months ended 30 June 2009, we derived about 19.7%, 15.8%, 9.7% and 7.3%
respectively of our sales in U.S. dollars and nil, 0.7%, 3.7% and 6.2% of our sales in Euro for the years ended
31 December 2006, 2007 and 2008 and the six months ended 30 June 2009, respectively, while our costs of
sales, except raw material costs, and operating expenses have been denominated primarily in RMB. During
each of the three years ended 31 December 2008 and the six months ended 30 June 2009, about 65.2%,
18.4%, 22.5% and 1.6%, respectively of our total purchases of raw materials and consumables were
denominated in U.S. dollars and nil, 33.7%, 20.3% and 69.7% of our purchases of raw materials and
consumables were denominated in Euro for each of the three years ended 31 December 2008 and the six
months ended 30 June 2009, respectively. As at 30 June 2009, our Group’s foreign-currency denominated
bank balance and cash amounted to approximately RMB&3.7 million. Due to our strategy to diversify our
customer base, our sales to foreign countries, such as Germany and Thailand, as a percentage of our total
sales have increased and may continue to increase. Therefore, any significant fluctuation in the exchange rate
of the Renminbi against other currencies may adversely affect our financial condition and results of
operations. The change in value of the Renminbi against other currencies is affected by changes in the PRC’s
political and economic conditions, among other factors. The value of the Renminbi has steadily appreciated
since the PRC Government changed its policy of pegging the value of the Renminbi to the U.S. dollar in
2005. If the PRC Government decides to adopt an even more flexible currency policy in the future, the
Renminbi may further appreciate against other currencies. The appreciation of Renminbi against the U.S.
dollar and other currencies may have an adverse effect on our results of operations, in particular as our
revenues denominated in U.S. dollars and Euros increase.

The value of your investment in our Shares and our financial performance will be affected by the
foreign exchange rate between HK dollars and Renminbi. As the proceeds of the Global Offering will be
denominated in HK dollar, the appreciation of the Renminbi against the HK dollar would reduce the amount
of Renminbi that would be available for our use upon conversion of such proceeds to Renminbi. On the other
hand, if the Renminbi depreciates, the HK dollar equivalent dividends from our operating companies to us
which are denominated in Renminbi would decrease correspondingly. We incurred net foreign exchange gain
of RMBO0.05 million, RMB3.8 million and RMB2.1 million during 2006, 2007 and 2008, respectively and net
foreign exchange loss of RMB2.0 million during the six months ended 30 June 2009. We cannot predict the
impact of future exchange rate fluctuations on our financial condition and results of operations, and we may

incur net foreign exchange losses in the future.
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As at the Latest Practicable Date, we have not entered into any hedging transactions to reduce our
exposure to foreign currency exchange risk. While we may enter into hedging transactions in the future, the
availability and effectiveness of these transactions may be limited and we may not be able to successfully
hedge our exposure, or at all. In addition, our foreign currency exchange losses may be magnified by PRC

exchange control regulations that restrict our ability to convert Renminbi into foreign currencies.

We may be required to relocate the operations of our leased properties due to the lessors’ failure to

register the lease agreement.

Our Group has leased certain industrial buildings in Shanghai that are being used for our production
and office use. Our leased properties contributed to all of our production capacity for the year ended 31
December 2006 and the nine months ended 30 September 2007, and contributed to approximately 8.4 MW
on an annualised basis, which represents approximately 15.3% of our total production capacity for the three
months ended 31 December 2007, the year ended 31 December 2008 and the six months ended 30 June 2009.
The revenues and profits from our Group’s leased properties during the Track Record Period were generally
in proportion to their production capacity contribution. Our current leased properties located in Huinan Town,
Nanhui District have not been filed and registered by the respective lessor with the relevant PRC
Governmental authority, despite our Directors have made their best endeavours to request the landlord to
register the lease agreement. Our Directors confirm that, as at the Latest Practicable Date, the landlord has

not registered our lease agreement.

Accordingly, there is no assurance that our Group would be able to continue using the real property
described above if a third party were to assert a claim over such real property or the PRC authorities require
the lessor to stop leasing. If we are required to relocate our operations, our business may be interrupted and
production capacity of approximately 0.2 MW would be lost during the period of relocation, which may
adversely affect our financial condition.

An outbreak of avian influenza or HIN1 influenza A or a recurrence of SARS or any other similar
epidemic may, directly or indirectly, adversely affect our operating results and the market price of our
Shares

Our business could be adversely affected by the effects of avian influenza, HINI influenza A (also
known as swine influenza), SARS or other epidemic or outbreak of disease. China reported a number of cases
of SARS in 2004. Recently, certain countries have encountered incidents of avian influenza and HIN1
influenza A. If any of our employees are identified as a possible source of avian influenza, HIN1 influenza
A or any other epidemic or serious disease, we may be required to quarantine the employees that have been
suspected of becoming or confirmed to be infected, as well as others that have come into contact with those
employees. We may also be required to disinfect any affected production facilities, which could cause a
temporary suspension of operations at those sites. As a result, our business, financial condition and results
of operations could be adversely affected and the market price of our Shares may fall. Even if we are not
directly affected by the epidemic, an outbreak of avian influenza, HIN1 influenza A or recurrence of SARS
or another epidemic or serious disease, whether inside or outside China, could slow down, disrupt or restrict
the level of economic activity generally in the markets where we operate, which could also adversely affect

our business, financial condition and results of operations and the market price of our Shares may fall.
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RISKS RELATING TO THE RECENT GLOBAL FINANCIAL MARKET TURMOIL

The recent global financial market turmoil has adversely affected the market sentiment in the solar
power industry. According to Solarbuzz, prices of solar wafers were in the range of US$2.20 to US$2.30 per
Watt at the high end during October 2008 and fell below US$2.00 per Watt in early 2009. According to the
PHOTON Consulting, data service Solar Updates (all data are rough estimates), the prices of solar wafers
in the second week of January were between US$1.60 and US$1.75 per Watt and further fell to between
US$1.06 and US$1.22 per Watt by the end of March 2009". We have experienced a significant reduction in
the selling price of our solar products, and we cannot assure you that it will not continue in the future. The
price of solar wafers have started to stabilise since the second quarter of 2009. According to the PHOTON
Consulting data service, Solar Updates (all data are rough estimates), the average prices of solar wafers in
August 2009 were between US$0.91 and US$0.95 per Watt'.

Given the current macro-economic environment, it has become more difficult for businesses to obtain
credit from financial institutions. As at the Latest Practicable Date, there is no indication from the
Agricultural Bank of China that they may withdraw any of the banking facilities granted to our Group and
our standby short-term banking facilities remain available to us according to their original terms and interest
rates. However, there is no assurance that we may continue to maintain our banking facilities with the
Agricultural Bank of China and maintain our current liquidity position.

As a result of the disruptions in the financial markets and other macro-economic challenges currently
affecting the economy of the U.S. and other parts of the world, our customers and suppliers may experience
cash flow concerns. As a result, our customers may delay their payment to us and suppliers may increase their
prices, reduce their output or change terms of sales. Additionally, if the operating and financial performance
of our customers and/or suppliers deteriorates, or if they are unable to make scheduled payments or obtain
credit, our customers may not be able to pay, or may delay payment of, accounts receivable owed to us and
our suppliers may restrict credit or impose different payment terms. Any inability of our current or potential
customers to pay us or any demands by our suppliers for different payments may adversely affect our
earnings and cash flow.

In light of the volatile macro-economic climate, our Directors are closely monitoring the development
in the global market and constantly engaging in close communication with our customers and suppliers, and
are exploring the possibility of renegotiating the pricing terms with our suppliers and have negotiated with
our suppliers to reduce our procurement costs and as a result, we entered into the amendment contract with
respect to the long-term supply contract with Major International Supplier B. No assurance, however, can be
given that such specific measures can be sufficient and effective in mitigating any adverse impact of the
recent global financial market turmoil may have on our business, prospects, financial condition and results
of operation.

RISKS RELATING TO OUR INDUSTRY

A substantial reduction or elimination of government subsidies and economic incentives for solar power
applications may adversely affect our business and prospects.

The growth of substantially all of the target markets for solar power applications usually depends on
the availability and size of government subsidies and economic incentives, as the cost of solar power
substantially exceeds the cost of power furnished by the electric utility grid. As a result, countries such as
Australia, the PRC, Germany, Korea, Spain and the U.S. have offered or plan to offer substantial incentives
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in the form of feed-in tariffs direct subsidies for solar power system installations or rebates for electricity
produced from solar power and other incentives, to promote the use of solar power and to reduce dependence
on non-renewable power. Certain government subsidies and economic incentives have contributed to the
recent increased demand for solar products, which has increased per unit price for solar wafers. Therefore,
a substantial reduction or elimination of these government subsidies and economic incentives would likely
reduce the size of these markets, result in decreased demand for solar products and result in increased price
competition, which may adversely affect our results of operations.

Market demand for solar wafers will be subject to various factors, including competing sources of
power.

The solar power market, in particular, the production of power using polysilicon-based solar panels, is
in early stages of development compared to other sources of power, including sources such as coal, hydro
and nuclear energy. As a result, markets for solar power and the consequent demand for solar wafers may not
develop in line with current and expected trends. The demand for solar wafers will depend upon such factors
as the cost-effectiveness, performance, reliability and availability of other sources of power compared to
solar power-based energy. The solar wafer industry is expanding based on the expected growth of the solar
power market. If solar power technology is not viable for widespread adoption or sufficient demand for solar
products does not develop or develops to a lesser extent than anticipated, the solar wafer industry may be
materially and adversely affected.

Solar wafer sales have recently enjoyed high demand and high growth. Solar cell production capacity
has grown from 930 MW for 2003 to 11,706 MW for 2008, according to Solarbuzz 2009. However, a variety
of factors could cause a downturn in current market conditions, including:

° the cost effectiveness of solar power, especially when compared to other sources of power
generation;

° changes in market and social conditions which impact the viability and desirability of alternative
sources of energy, including conventional and non-solar power alternatives;

° the success of other solar power generating methods, including thin film technologies;

° the success of other renewable energy technologies such as fuel cells, wind power and micro
turbines;

° continued government support for solar power generation systems;

° prices of raw materials; and

° global economic and credit environment that affects the solar power industry in general.

The recent ease of imbalance of market supply and demand of polysilicon may not continue, and we
may not be able pass on increases in our raw material costs to our customers.

The primary raw material used in the production of monocrystalline solar wafers is polysilicon. In part
due to the fact that production of polysilicon had not kept pace with the rapid growth in the solar power
industry, solar wafer manufacturers had competed for supply of polysilicon from a limited number of
polysilicon suppliers. In addition, to meet increased demand for solar products, solar wafer manufacturers
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had announced plans for expansion of existing capacity and new players had announced plans for
construction of new capacity, which worked to increase the demand for polysilicon. However, the recent
financial crisis and deteriorated worldwide economic conditions have moderated the demand for polysilicon
and we believe the demand and supply imbalance has eased. According to Solarbuzz, the spot price of
polysilicon has dropped to a low of US$150 per kg in the fourth quarter of 2008. We however cannot assure
you that the demand and supply imbalance will not return in the future if the demand for polysilicon increases
in a short period of time, as the production of polysilicon requires significant capital investment, advanced
technical expertise and the supply of metallurgical silicon, as well as significant lead time.

According to Solarbuzz, spot prices for polysilicon had risen to US$250/kg-US$400/kg in 2007 from
US$100/kg-US$200/kg in 2006. Although the prices for polysilicon have decreased since the fourth quarter
of 2008, we cannot assure you that such decreasing trend will continue in the future. If we fail to pass on
any increases in our raw material costs to our customers, our business and results of operations may be
adversely affected.

Solar wafer products utilising crystalline-silicon-based technology may become obsolete; solar power
may not be adopted for wide commercial application.

Improvements in solar wafer technologies may render obsolete the products that are currently produced
and the manufacturing processes and related equipment that are currently employed in connection with solar
wafer production. In addition, technologies for the development of alternative and competing solar power
technologies, such as thin film technologies, that require significantly less polysilicon than monocrystalline
or multicrystalline solar cells and modules, or no silicon at all, are currently being developed. Technologies
developed or adopted by others may prove more advantageous than current crystalline-silicon-based
technologies, which may enable the production, at a higher yield and lower cost, of larger and thinner wafers
with higher efficiency than existing crystalline-silicon-based solar wafers, or produce superior methods of
producing solar power. In addition, as the development of solar power as an alternative source of power is
at an early stage of development, the viability of solar power for wide commercial application is not yet
proven. Various factors will affect whether solar power becomes a viable source of power, including, the
efficiency and price competitiveness of solar power when compared to conventional sources of power and
the continued support of solar power by governments.

RISKS RELATING TO THE PRC

Changes in the economic, political and social conditions in the PRC and policies adopted by the PRC
Government may adversely affect our business, growth strategies, financial condition and results of
operations.

During the Track Record Period, the majority of our revenues are derived from our operations in the
PRC. As a result, our business is significantly subject to economic, political and social developments of the
PRC. The economy of the PRC differs from the economies of most developed countries in many respects,
including government involvement, level of development, growth rate, control of foreign exchange, capital
reinvestment, allocation of resources, rate of inflation and trade balance position. In recent years, the PRC
Government has implemented measures emphasising market forces for economic reform. However, the PRC
Government continues to play a significant role in regulating industrial development, the allocation of
resources, production, pricing and management, and there can be no assurance that the PRC Government will
continue to pursue a policy of economic reform or that the direction of reform will continue to be
market-oriented.
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We may not in all cases be able to capitalise on the economic reform measures adopted by the PRC
Government. Changes in the economic, political and social conditions or the relevant policies of the PRC
Government, such as changes in laws and regulations (or the interpretation thereof) or restrictive financial
measures, could have adverse effects on the overall economic growth of the PRC and investment in the solar
power industry, which could subsequently hinder our current or future business, growth strategies, financial
condition and results of operations. In recent years, credit tightening measures have been adopted in the PRC
and increased the market interest rates. The annual interest rate on our bank loans had increased from 6.12%
in 2006 to an average of approximately 7.67% in 2008, which decreased to an average of approximately
5.54% for the six months ended 30 June 2009. We therefore had experienced an increase in the cost for our
Group to raise financing to fund our operations and expansion during the Track Record Period.

The PRC legal system is not fully developed so the legal protections available to you may not be as
comprehensive as those offered in other jurisdictions.

Our Company is a holding company established in the Cayman Islands, and we currently conduct our
business primarily through two entities, namely, Comtec Solar and Comtec Semi, both of which are
incorporated in the PRC. We also acquired Comtec Solar (Jiangxi) in 2008. These three entities were
established under the laws of the PRC and are generally subject to the laws and regulations applicable to
foreign investment in the PRC, including, laws applicable to wholly foreign-owned enterprises. Since 1979,
the PRC has been developing a comprehensive system of laws, rules and regulations, especially in respect
of economic issues, including, but not limited to, foreign investments, corporate governance, commerce,
taxation and trade. Nevertheless, compared to more developed legal systems in other countries, the PRC has
a much shorter history of modern legislation. The promulgation of new laws is frequent, which may bring
more protections and restrictions, but at the same time, increase the uncertainty of current laws. Also, the
enforcement of existing laws in the PRC may not be as systematic as in other countries.

Changes in the attitude of the PRC Government towards the development of the solar power industry
may adversely affect our current or future business, growth strategies, financial condition and results
of operations.

We currently conduct our business primarily through our entities incorporated in the PRC. The growth
and performance of our business is affected by the availability of support and financial incentives from the
PRC Government. The solar power industry in the PRC has accumulated excess production capacity
primarily due to the rapid growth in the number of solar power enterprises in the PRC in recent years. It is
generally expected that many solar power enterprises will be faced with difficulties in maintaining their
competitive position in the future. There are also uncertainties as the PRC Government recently indicated that
it will formulate new policies to restrain, limit or control the continued development of solar power
enterprises, particularly those in the polysilicon industry, which may lead to consolidation in the solar power
industry in the PRC. During the six months ended 30 June 2009, a majority of our polysilicon was sourced
from overseas suppliers. In the event that the PRC Government promulgates any further policy to restrict the
import of polysilicon to rectify the excess supply of domestic polysilicon, we may need to source more
polysilicon in the PRC polysilicon market and modify our procurement strategy, which we may not be able
to accomplish in a timely and cost effective manner, or at all. There is no assurance that our Group will
compete effectively under such regulatory restraints. Changes in the PRC Government attitude towards the
solar power industry may have adverse effects on the development and sustainability of solar wafers
producers in the PRC and hinder our current or future business, growth strategies, financial condition and
results of operations.
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Our primary source of funds in the form of dividends and other distributions from our operating
subsidiary in the PRC is subject to various legal restrictions and uncertainties which may limit our
ability to pay dividends or make other distributions to our Shareholders.

Our Company is a holding company established in the Cayman Islands, and we currently conduct our
business primarily through two entities, namely, Comtec Solar and Comtec Semi, both of which are
incorporated in the PRC. We have also acquired Comtec Solar (Jiangxi) in 2008, which is also established
in the PRC. As a result, future profits available for distribution to our Shareholders will be dependant on the
profits available for distribution from Comtec Solar, Comtec Solar (Jiangxi) and Comtec Semi. If these three
entities incur debts or losses, such indebtedness or loss may impair our ability to pay dividends on our Shares.
Under PRC laws and regulations, Comtec Solar, Comtec Solar (Jiangxi) and Comtec Semi are regarded as
wholly foreign-owned enterprises. PRC laws and regulations require dividends be paid only out of
distributable profits as determined in accordance with PRC accounting principles, which differ in many
aspects from generally accepted accounting principles in other jurisdictions. As a result, our primary internal
source of funds for dividend payments from Comtec Solar, Comtec Solar (Jiangxi) and Comtec Semi is
subject to restrictions and uncertainties. This may in turn affects the amount of our future distributions to our
Shareholders.

Expiration of, or changes to, current PRC tax incentives that our business enjoys could have a material
adverse effect on our results of operations.

Under previous PRC laws and regulations, a PRC domestic company was subject to a national
enterprise income tax rate of 30% on its taxable income and a local enterprise income tax at the rate of 3%
on its taxable income. The PRC Government has provided various incentives to foreign-invested enterprises
to encourage foreign investments. Such incentives include exemption and reduction of income tax and other
measures. Our two principal operating subsidiaries, Comtec Semi and Comtec Solar, are exempted from
enterprise income tax and local income tax for two years starting 2003 and 2006 respectively, and after such
period are entitled to a 50% reduction in enterprise income tax and local income tax for three years thereafter
until 2007 and 2010 respectively. Pursuant to 1% A\ [RALFE A ZEFT5BE)  (The Enterprise Income
Tax Law of the PRC) enacted on 16 March 2007 and ("% A R ILAIE > 2E T8 BUE B HEMG])  (The
Implementation Regulations of Enterprise Income Tax Law of the PRC) enacted on 6 December 2007
(collectively the “Income Tax Law”), which both took effect on 1 January 2008, foreign invested enterprises
that were incorporated before 16 March 2007, and then entitled to exemptions or reductions of the enterprise
income tax for a fixed term according to the then applicable tax laws, administrative regulations and the
relevant eligible documents, such as those enjoyed by Comtec Semi and Comtec Solar, would continue to
enjoy such treatment until the fixed terms expires, but not beyond 2012.

There is uncertainty regarding the application of various aspects of the PRC Income Tax Law which
could result in an increase in withholding taxes that would adversely affect our profitability and cash
flow.

Under the Income Tax Law, dividends from PRC enterprises to their foreign shareholders will be
subject to a withholding tax at a rate of 10%, unless the jurisdiction of incorporation of such foreign
shareholders has a tax treaty with the PRC that provides for a different withholding arrangement. On 21
August 2006, Hong Kong and the Mainland of China entered into [y b Fl 75 5 4 I 4 7 IR 16w [ 7 3 T 15 2k
o B E BRI B LI BL A 2 HE) (The Arrangement between the Mainland of China and the Hong Kong
Special Administrative Region for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion
with respect to Taxes on Income, “Tax Arrangement”), which provides that the withholding tax rate for the
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dividends between Hong Kong resident enterprises and PRC resident enterprises is: (a) 5% of dividends in
case that the enterprise of one side holds at least a 25% equity interest of the enterprise of the other side or
(b) 10% of dividends in other cases. According to the Notice of the State Administration of Taxation on Issues
Relating to The Administration of The Dividend Provision in Tax Treaties B ¥U1 TR 7 & B SR
B [ 78 FN ) (“Notice 817) promulgated on 20 February 2009, if a taxpayer seeks to enjoy the favorable
tax under such tax treaties on dividend from the PRC company, it must hold the equity interest of the PRC
company at the percentage required by the tax treaties at all times during 12 consecutive months prior to
obtaining the dividend. According to (IFJEREZBIEFFEE ML) (G1T) (Administrative
Measures for Non-resident Enterprises to Enjoy Treatments under Tax Treaties, the “Administrative
Measures”) which came into force on October 1, 2009, where a non-resident enterprise(as defined under the
PRC tax laws) that receives dividends from PRC resident enterprises needs to enjoy the favorable tax benefits
under the tax treaties, it shall submit an application for approval to the competent tax authority. Accordingly,
if the provisions of Notice 81 are satisfied and approvals under the Administrative Measures are obtained,
the payments of dividends by the PRC subsidiaries to the Hong Kong subsidiaries shall be subject to a PRC
withholding tax at the rate of 5% as stipulated in the Tax Arrangement. However, if the application for
enjoying the favourable withholding tax under the Tax Arrangement is not approved, we may not enjoy the
favorable withholding tax under the Tax Arrangement, what’s more, according to Notice 81, if the primary
purpose of our transactions or arrangements in relation to the reorganization of the PRC subsidiaries is
deemed by the competent authorities as made in order to enjoy favorable tax treatment, such favorable
withholding tax enjoyed by us may be adjusted by the competent authorities in the future. As we may receive
dividends from Comtec Semi, Comtec Solar (Jiangxi) and Comtec Solar through our Hong Kong subsidiaries,
we cannot assure you that the Hong Kong subsidiaries can enjoy the favourable withholding tax rate of 5%
as the reorganisation of the PRC subsidiaries may be deemed to have been made in order to enjoy favourable
tax treatment. This may reduce the amount of our future distribution of profits to our Shareholders.

Additionally, under the Income Tax Law, enterprises established in accordance with the law of foreign
countries (regions) whose “de facto management bodies” are located within the PRC are considered resident
enterprises and will normally be subject to enterprise income tax at the rate of 25% on its worldwide income.
The term “de facto management bodies” includes bodies which exercise overall management and control over
issues such as operations, personnel, finance and assets. Since the majority of our management team is
located within the PRC, we can provide no assurance that our overseas companies will not be considered as
resident enterprises under the Income Tax Law and be subject to the unified enterprise income tax at the rate
of 25% on both PRC-sourced and overseas-sourced income.

If Comtec Semi, Comtec Solar (Jiangxi) or Comtec Solar are subject to withholding taxes in respect of
their dividends or otherwise not entitled to the tax incentives that they currently enjoy, or our overseas
companies are deemed resident enterprises under the Income Tax Law, our Company’s profitability and cash
flow may be adversely affected.

New labour laws in the PRC may adversely affect our results of operations.

As at the Latest Practicable Date, Comtec Solar, Comtec Solar (Jiangxi) and Comtec Semi employed
399, 1 and 233 employees in the PRC, respectively. On 29 June 2007, the PRC Government promulgated a
new labour law, namely, ¢ # % A\ RILAIE %5 8) 5 [F]7%) the Labour Contract Law of the PRC (the “New
Labour Law”) which became effective on 1 January 2008. The New Labour Law imposes greater liabilities
on employers and adversely impacts the cost of an employer’s decision to reduce its workforce. Further, it
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requires certain terminations to be based upon seniority and not merit. In the event we decide to significantly
change or decrease our workforce in the PRC, the New Labour Law could adversely affect our ability to enact
such changes in a manner that is most advantageous to our circumstances or in a timely and cost effective

manner, which may adversely affect our results of operations, prospects and financial condition.

We may be adversely affected by the introduction of new environmental laws or regulations by the PRC
Government to control the polysilicon manufacturing.

Polysilicon is the key component for the production of certain solar wafer products. It had been recently
reported in the media that the polysilicon manufacturing process currently adopted by certain PRC
enterprises aggravates pollution, adds to global energy consumption and involves the use of hazardous
chemicals. Such media reports had drawn the attention of the PRC Government and there have been
suggestions of government intervention by way of regulatory changes to control the polysilicon
manufacturing industry in the PRC. As we mainly source our polysilicon from international suppliers, we do
not believe that changes in laws and regulations by the PRC Government will adversely impact our ability
to source polysilicon. However, to the extent that we choose to, or are forced to, source polysilicon from the
PRC and such suppliers are affected by such changes in laws or regulations, they may pass on their additional
compliance costs to us, which we may not be able to pass on to our customers. If we fail to pass on such
additional costs to our customers, our financial condition, results of operation and prospects may be adversely
affected.

The stringent environmental protection requirements under the New Water Pollution Law could affect
our business.

According to {H#E N RALFIE KI5 LBiiG %) (The Law of the PRC on Prevention and Control of
Water Pollution) (the “New Water Pollution Law”) amended on 28 Feb 2008 and effective on 1 June 2008
and other relevant laws and regulations promulgated by the PRC Government and the Shanghai Municipal,
any enterprise discharging waste water or pollutants into a water body is required to seek permits from the
relevant environmental protection authorities, and any discharging of waste water or pollutants without prior
permission is strictly prohibited. Under the New Water Pollution Law, a system of more stringent penalties

is imposed against enterprises which violate environmental protection laws or standards.

On 27 March 2007, the Environmental Protection Bureau of the Shanghai Municipal issued (Notice In
Respect of the Renewal and Issuance of Pollutant Discharge Permits) (the “Notice”) which provides that from
2007 onward, pollutant discharge permits will be issued in batches to enterprises within Shanghai. The Notice
also stated that the specific scope and timing of such issuances will be announced separately. The Notice,
however, indicated that if an enterprise has already completed a construction project and the environmental
protection facilities on such project have already been accepted as qualified but has not yet received a
pollutant discharge permit, such enterprise is not required to apply for a pollutant discharge licence until such

enterprise receives a notice from an environmental protection authority that it must obtain such permit.

We can give you no assurance that we will be able to obtain the pollutant discharge permit if required
to do so. If we are not able to obtain a pollutant discharge permit, we may become subject to fines and be
forced to cease operations. In May 2009, Comtec Solar was fined by Shanghai Naihui Bureau of

Environmental Protection for RMB40,000 for the over-discharging of polluted water.
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It may be difficult to enforce service of process upon our executive directors and directors who live in
the PRC or to enforce against us in the PRC any judgments obtained from non-PRC courts.

A substantial majority of our executive officers and directors are residents of the PRC. Therefore, it
may be difficult or impossible for you to effect service of process upon those persons in the PRC.

In addition, substantially all of our assets are located within the PRC. The PRC has not entered into any
treaties providing for the reciprocal recognition and enforcement of judgments of courts with the U.S., the
United Kingdom, Japan or most other western countries. Therefore, it may be difficult for you to enforce
against us in the PRC any judgments you may obtain from non-PRC courts.

Dividends payable by us to our foreign investors and gain on the sale of our Shares may become subject
to withholding taxes under the Income Tax Law.

Under the Income Tax Law, a PRC income tax at the rate of 10% is applicable to dividends payable to
enterprise investors that are non-resident enterprises to the extent such dividends have their sources within
the PRC. Similarly, any gain realised on the transfer of shares by such investors is also subject to a 10% PRC
income tax if such gain is regarded as income derived from sources within the PRC. If we are considered a
PRC resident enterprise by virtue of having our de facto management in the PRC, as described above, it is
unclear whether the dividends we pay with respect to our Shares, or the gain you may realise from the sale
of our Shares, would be treated as income derived from sources within the PRC and therefore become subject
to the Income Tax Law. If we are required under the Income Tax Law to withhold PRC enterprise income
tax on our dividends payable to our foreign Shareholders, or if you are required to pay PRC enterprise income
tax on the transfer of your Shares, the value of your investment in our Shares may be materially and adversely
affected.

If new SAFE regulations or interpretations are issued, our beneficial shareholder may be required to
register with the local SAFE branches in respect of the capital financing activities overseas.

On 21 October 2005, SAFE issued a public notice, €A A & B0 #8 35 SRR iR H B9 2 7 & KX
BRI G S FAT B AT AT) (The Notice of the SAFE on Issues Relating to Foreign Exchange
Control on Fund Raisings by Domestic Residents Through Offshore Special Purpose Vehicles and Round-trip
Investment (the “SAFE Notice”), which became effective on 1 November 2005. The SAFE Notice requires
PRC domestic residents who are either domestic resident legal entities or domestic resident individuals to
register with the local SAFE branches before setting up or controlling special purpose companies overseas.

As defined in the SAFE Notice, a domestic resident individual is a natural person who holds a resident
identity card, a passport or other lawful identity certificates of the PRC, or a natural person who has no legal
identity within the PRC but habitually resides inside the PRC due to reasons of economic interests. Our PRC
legal advisers, Commerce & Finance Law Offices, have advised us that there are uncertainties as to the
interpretation and implementation of such definition of “domestic resident individual”, since the
determination criteria implemented by different SAFE branches are different.

Though Mr. Zhang is a U.S. citizen, we cannot assure you that Mr. Zhang will not be considered as a

domestic resident by the SAFE branch or will be exempted from registration with the local SAFE branch in
respect of the financing activities overseas when new provisions or interpretations are announced by the

— 64 —



RISK FACTORS

SAFE. If Mr. Zhang is required to register with the local SAFE branch in respect of his financing activities
overseas in the future and such registration fails, such failure may subject Mr. Zhang and the PRC
subsidiaries to fines and legal sanctions, which may also adversely affect the business and financial

operations of our Group.

Failure to comply with PRC regulations in respect of the registration of our PRC citizen employees’
share options may subject such employees or us to fines and legal or administrative sanctions.

Pursuant to (ffl AN BEHEE AN HI) (the Implementation Rules of the Administration Measures
for Individual Foreign Exchange, the “Individual Foreign Exchange Rules”), issued on 5 January 2007
by SAFE and (HENMEAZEEEAM b 2w B TR G 810 52 I RE S 8 58 S HE A PR VERIRE)  (the
Operating Rules on the Foreign Exchange Administration of the Involvement of Domestic Individuals in the
Employee Stock Ownership Plans and Share Option Schemes of Overseas Listed Companies (the “Operating
Rules™)) issued on 28 March 2007 by SAFE, PRC citizens who are granted shares or share options by an
overseas listed company according to its employee share option scheme or employee stock ownership plan
are required, through the PRC subsidiary of such overseas listed company or other qualified PRC agents, to
obtain the approval from SAFE or its local branches and complete certain other procedures related to such

plans.

In order to comply with the requirements of the Individual Foreign Exchange Rules and the Operating
Rules, we will require our domestic employees to obtain approval from SAFE or its local branches when
joining the Share Option Scheme. Foreign exchange income from the sale of shares or dividends distributed
by the overseas listed company must be remitted into China. In addition, the overseas listed company or its
PRC subsidiary or other qualified PRC agent is required to appoint an asset manager or administrator and a
custodian bank, as well as open foreign currency accounts to handle transactions relating to the share option
or other share incentive plan. We and our PRC citizen employees who have been granted share options, will
be subject to these rules upon the listing of our Shares on the Stock Exchange. If we or our PRC option
holders fail to comply with these rules, we or our PRC option holders may be required to rectify such
non-compliance, and a maximum fine of RMB300,000 may be imposed, according to {&MEE A5 1)

(Foreign Exchange Administration Rules).
RISKS RELATING TO THE GLOBAL OFFERING

There has been no prior public market for our Shares and an active or liquid trading market for our
Shares may not develop.

Prior to this Global Offering, there has not been a public market for our Shares. Although application
has been made for listing of our Shares on the Stock Exchange, we cannot assure you that an active public
market for our Shares will develop or that the market price of our Shares will not decline below their initial
Offer Price. The Offer Price of the Shares will be determined through negotiations between us and the Joint
Global Coordinators and it may not be indicative of the market price of the Shares after this Global Offering
is complete. You may be unable to resell your Shares at or above the Offer Price, and as a result, may lose

all or part of the investment in such Shares.
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The trading price of our Shares may be volatile.

The price at which our Shares will trade after this Global Offering may fluctuate substantially as a result

of many factors some of which are beyond our control, including:

° actual or anticipated fluctuations in our results of operations;

o changes in securities analysts’ estimates, if any, of our financial performance;

° announcements by us or our competitors of new products, patent litigation, issuance of patents,

acquisitions, strategic partnerships, joint ventures or capital commitments;

° changes in the economic performance or market valuations of other solar power companies;

° technological breakthrough in the solar and other renewable power industries;

° reduction or elimination of government subsidies and economic incentives for the solar power

industry;

° fluctuations of exchange rates between the RMB and U.S. dollar or other foreign currencies; and

° general market conditions or other developments affecting us or our industry.

You should note that the stock prices of solar power companies have experienced wide fluctuations. In
addition, the Stock Exchange has from time to time experienced significant price and volume fluctuations
which are not related to the operating performance of the companies listed on the Stock Exchange. As a
result, investors in our Shares may experience volatility in the market price of the Shares and a decrease in

the value of the Shares, regardless of our operating performance or prospects.

The sale or availability for sale of substantial amounts of our Shares could adversely affect their market

price.

Additional sales of our Shares in the public market after the completion of this Global Offering, or the
perception that these sales could occur, could adversely affect the market price of our Shares. All Shares sold
in this Global Offering will be freely transferable. We and our controlling shareholders have agreed, subject
to certain exceptions, not to transfer or dispose of any of our Shares, in the form of Shares or otherwise, for
a period of 6 months after the Listing Date. After the expiration of the 6 months period, the Shares held by
these Shareholders may be sold, and we may sell additional Shares. To the extent Shares are sold into the
market, the market price of our Shares could decline. In addition, CMTF has agreed not to sell, make any
short sale of, loan, grant any option for the purchase of, or otherwise dispose of its shareholdings for a period
of 180 days from the Listing Date.
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Purchasers of our Shares in the Global Offering will experience immediate dilution in net tangible asset
value per Share and may experience further dilution if we issue additional Shares in the future.

The Offer Price of our Shares will be higher than the net tangible asset value per Share immediately
prior to the Global Offering. As a result, purchasers of our Offer Shares will experience immediate dilution
in our net tangible asset value of approximately HK$1.34 per Share, representing the difference between our
unaudited pro forma adjusted net tangible asset value per Share as of 30 June 2009 after giving effect to this
Global Offering (net of underwriting commissions and other expenses) and an assumed Offer Price of
HK$2.60 which is the midpoint of the indicative Offer Price range. If the Joint Bookrunners (on behalf of
the International Underwriters) exercise the Over-allotment Option or if we issue additional Shares in the
future, investors of our Shares may experience further dilution.

Issuance of Shares pursuant to the Pre-IPO Share Option Scheme and the Share Option Scheme will
result in dilution to your shareholding in our Company and may have a dilutive effect on our earnings
and net asset value per Share.

Issuance of Shares pursuant to the Pre-IPO Share Option Scheme and the Share Option Scheme and/or
pursuant to the exercise of the options to be granted under the Pre-IPO Share Option Scheme and the Share
Option Scheme will cause dilution to your shareholding in our Company and dilution to the earnings per
Share and net asset value per Share because of the increase in the number of Shares in issue after the issuance.
We have adopted the Pre-IPO Share Option Scheme pursuant to which we have conditionally granted to three
independent non-executive Directors options to subscribe for an aggregate of 574,020 Shares at the
subscription price per Share of HK$2.51 after the completion of the Capitalisation Issue and the Global
Offering, representing 81.0% of the top end of the indicative Offer Price range. Such options if exercised in
full will represent approximately 0.057% of the issued share capital of our Company immediately after
completion of the Capitalisation Issue and the Global Offering (assuming the Over-allotment Option and the
options granted under the Share Option Scheme are not exercised). Details of the Pre-IPO Share Option
Scheme and the options granted thereunder are set out in the section headed “Pre-IPO Share Option Scheme”
in Appendix VI to this prospectus. We have also conditionally adopted the Share Option Scheme under which
options may be granted after the completion of the Global Offering.

The Controlling Shareholders’ interests may not be aligned with our interests or the interests of other
Shareholders.

The Controlling Shareholders, Mr. Zhang and Fonty, will control the exercise of approximately 66.4%
voting rights of our Company immediately after the Global Offering and the Capitalisation Issue. Therefore,
the Controlling Shareholders will continue to be able to exercise controlling influence over our business
through their ability to direct us to take actions or omit from taking actions without the consent or approval
of other Shareholders. As such, Mr. Zhang has substantial influence over our business, including decisions
regarding mergers, consolidations and the sale of all or substantially all of our assets, election of Directors,
timing and amount of dividends, if any, and other significant corporate actions. In the case where the interests
of the Controlling Shareholders conflict with those of public Shareholders, or if the Controlling Shareholders
choose to cause us to pursue objectives that would conflict with the interest of public Shareholders, such
public Shareholders could be left in a disadvantageous position by such actions caused by the Controlling
Shareholders. The concentration of ownership may discourage, delay or prevent a change in control of our
Company, which could deprive our Shareholders of an opportunity to receive a premium for their Shares as
part of a sale of our Company and might reduce the price of our Shares.
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You should not rely on any information contained in press articles or other media regarding our Group
and the Global Offering

Prior to the publication of this prospectus, there has been certain press and media coverage (including
but not limited to Hong Kong Economic Journal, Apple Daily, Ming Pao Daily News and Hong Kong
Economic Times dated 30 September 2009 and Apple Daily, Hong Kong Daily News, Hong Kong Economic
Journal, Ming Pao Daily news, Sing Tao Daily, Ta Kung Pao, Wen Wei Po and South China Morning Post
dated 13 October 2009) regarding our Group and the Global Offering which included certain financial
information, profit forecasts and other information about our Group that does not appear in this prospectus.
In particular, certain information purported to be from our management regarding the Global Offering, our
expansion plans, operating performance and our products in Apple Daily, Hong Kong Daily News, Hong
Kong Economic Journal, Ming Pao Daily News, Sing Tao Daily, Ta Kung Pao, Wen Wei Po and South China
Morning Post dated 13 October 2009 were inaccurate and untrue. We have not authorised the disclosure of
any such information in the press or media and do not accept any responsibility for any such press or media
coverage or the accuracy or completeness of any such information. We make no representation as to the
appropriateness, accuracy, completeness or reliability of any such information or publication. Prospective
investors should not rely on any such information and should only rely on information included in this

prospectus in making any decision as to whether to purchase the Shares.



WAIVERS FROM STRICT COMPLIANCE WITH THE LISTING RULES

In preparation for the Listing, we have sought the following waivers from strict compliance with the
relevant provisions of the Listing Rules and the Companies Ordinance:

I. MANAGEMENT PRESENCE

Rule 8.12 of the Listing Rules requires that a new applicant applying for a primary listing on the Stock
Exchange must have a sufficient management presence in Hong Kong. This normally means that at least two
of its executive Directors must be ordinarily resident in Hong Kong. Since we carry on a significant part of
our business operations in the PRC and all of our manufacturing facilities are located in the PRC, our head
office and our senior management members are and will continue to be based in the PRC. Our Group does
not carry on any business in Hong Kong. At present, Mr. Chau Kwok Keung, our executive Director, CFO,
company secretary and authorised representative, is a holder of a Hong Kong permanent identity card and
will be ordinarily resident in Hong Kong upon Listing, but none of the other executive Directors are Hong
Kong residents or based in Hong Kong. We have applied to the Stock Exchange for a waiver from strict
compliance with the requirement under Rule 8.12.

We have received from the Stock Exchange a waiver from compliance with Rule 8.12 of the Listing
Rules subject to the following conditions:

(a) we appoint two authorised representatives pursuant to Rule 3.05 of the Listing Rules who will act
as our principal communication channel with the Stock Exchange and will ensure that they
comply with the Listing Rules at all times. The two authorised representatives appointed are Mr.
Chau Kwok Keung, who will continue to be an ordinary resident in Hong Kong, and Mr. Zhang,
an executive Director and Chairman of our Company. Each of the authorised representatives will
be available to meet with the Stock Exchange in Hong Kong within a reasonable period of time
upon request and will be readily contactable by telephone, facsimile or e-mail. Both authorised
representatives will provide his mobile phone numbers, residential phone numbers, fax numbers
and email addresses to the Stock Exchange. Each of the two authorised representatives has been
duly authorised to communicate on our behalf with the Stock Exchange;

(b) we appoint a compliance adviser pursuant to Rule 3A.19 of the Listing Rules who will also act
as our communication channel with the Stock Exchange for a period commencing on the Listing
Date and ending on the date on which we distribute the annual report for the first full financial
year after the Listing Date in accordance with Rule 13.46 of the Listing Rules;

(c) both the authorised representatives have means to contact all members of the Board (including the
independent non-executive Directors) promptly at all times as and when the Stock Exchange
wishes to contact the members of the Board for any matters. We will implement a policy whereby
(i) each Director (including the independent non-executive Directors) will provide his or her
mobile phone number, residential phone number, fax number and e-mail address to the authorised
representatives; (ii) each Director (including the independent non-executive Directors) will
provide valid phone numbers or means of communication to the authorised representatives when
he or she travels; and (iii) each Director (including the independent non-executive Directors) will
provide his or her mobile phone number, residential phone number, office phone number, fax
number and e-mail address to the Stock Exchange; and

(d) all Directors who are not ordinarily resident in Hong Kong have confirmed that they hold valid

travel documents to visit Hong Kong and will be able to meet with the Stock Exchange within a
reasonable period of time, when required.



INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus includes particulars given in compliance with the Companies Ordinance, the Securities
and Futures (Stock Market Listing) Rules and the Listing Rules for the purposes of giving information to the
public with regard to our Group. The Directors collectively and individually accept full responsibility for the
accuracy of the information contained in this prospectus and confirm, having made all reasonable enquiries,
that to the best of their knowledge and belief, there are no other facts the omission of which would make any
statement in this prospectus misleading.

UNDERWRITING

This prospectus is published solely in connection with the Hong Kong Public Offering, which forms
part of the Global Offering. For applicants under the Hong Kong Public Offering, this prospectus and the
related Application Forms contain the terms and conditions of the Hong Kong Public Offering.

The Listing is sponsored by the Sponsor. Pursuant to the Hong Kong Underwriting Agreement, the
Hong Kong Public Offering is fully underwritten by the Hong Kong Underwriters, subject to the agreement
on the Offer Price between the Joint Global Coordinators (on behalf of the Underwriters) and us on the Price
Determination Date. The International Placing Agreement relating to the International Placing is expected to
be entered into on or around 23 October 2009, subject to determination of the pricing of the Offer Shares.
If for any reason, the Offer Price is not agreed among our Company and the Joint Global Coordinators (on
behalf of the Underwriters) by 28 October 2009, the Global Offering (including the Hong Kong Public
Offering) will not proceed and will lapse. Further details about the Underwriters and the underwriting
arrangements are contained in the section headed “Underwriting” in this prospectus.

RESTRICTIONS ON THE OFFER SHARES

Each person acquiring the Hong Kong Offer Shares under the Hong Kong Public Offering will be
required to, or be deemed by his acquisition of Shares to, confirm that he is aware of the restrictions on offers
of the Offer Shares described in this prospectus.

No action has been taken to permit a public offering of the Offer Shares, other than in Hong Kong, or
the distribution of this prospectus in any jurisdiction other than Hong Kong. Accordingly, this prospectus may
not be used for the purpose of, and does not constitute, an offer or invitation in any jurisdiction or in any
circumstances in which such an offer or invitation is not authorised or to any person to whom it is unlawful
to make such an offer or invitation. The distribution of this prospectus and the offering and sales of the Offer
Shares in other jurisdictions are subject to restrictions and may not be made except as permitted under the
applicable securities laws of such jurisdictions pursuant to registration with or authorisation by the relevant
securities regulatory authorities or an exemption therefrom.

DETERMINATION OF THE OFFER PRICE

The Offer Price is expected to be fixed by agreement among the Joint Global Coordinators (on behalf
of the Underwriters) and our Company on the Price Determination Date. The Price Determination Date is
expected to be on or around 23 October 2009 and, in any event, not later than Wednesday, 28 October 2009.
If, for whatever reason, our Company and the Joint Global Coordinators are not able to agree on the Offer
Price, the Global Offering will not proceed and will lapse.



INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

Application has been made to the Listing Committee of the Stock Exchange for the listing of, and
permission to deal in, the Shares in issue and to be issued as mentioned in this prospectus (including Shares
to be issued pursuant to the Capitalisation Issue, Shares which may fall to be issued upon the exercise of the
Over-allotment Option and any options that may be granted under the Pre-IPO Share Option Scheme and the
Share Option Scheme).

Save as disclosed in this prospectus, no part of the share or loan capital of our Company is listed on
or dealt in on any other stock exchange and no such listing or permission to list is being or is proposed to
be sought in the near future.

Under section 44B(1) of the Companies Ordinance, any allotment made in respect of any application
will be invalid if the listing of, and permission to deal in, the Offer Shares on the Stock Exchange is refused
before the expiration of three weeks from the date of the closing of the application lists, or such longer period
(not exceeding six weeks) as may, within the said three weeks, be notified to our Company by the Stock
Exchange.

HONG KONG SHARE REGISTER AND STAMP DUTY

All Shares issued pursuant to applications made in the Hong Kong Public Offering and the International
Placing will be registered on our Company’s register of members to be maintained in Hong Kong by the Hong
Kong Share Registrar.

No stamp duty is payable by applicants in the Global Offering.

Dealings in the Shares registered in the register of our Company in Hong Kong will be subject to Hong
Kong stamp duty.

Unless determined otherwise by our Company, dividends payable in Hong Kong dollars in respect of
Shares will be paid to the shareholders listed on the Hong Kong register of our Company, by ordinary post,
at the shareholders’ risk, to the registered address of each shareholder of our Company, Company, or if joint
Shareholders, to the first-named therein in accordance with the Articles.

SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of listing of, and permission to deal in, the Shares on the Stock Exchange and
our Company’s compliance with the stock admission requirements of HKSCC, the Shares will be accepted
as eligible securities by HKSCC for deposit, clearance and settlement in CCASS with effect from the date
of commencement of dealings in the Shares on the Stock Exchange or any other date as HKSCC chooses.
Settlement of transactions between participants of the Stock Exchange is required to take place in CCASS
on the second Business Day after any trading day. All activities under CCASS are subject to the General
Rules of CCASS and CCASS Operational Procedures in effect from time to time. Investors should seek the
advice of their stockbroker or other professional adviser for details of the settlement arrangements as such
arrangements will affect their rights and interests. All necessary arrangements have been made for the Shares
to be admitted into CCASS.
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PROFESSIONAL TAX ADVICE RECOMMENDED

Applicants for the Offer Shares are recommended to consult their professional advisers if they are in
any doubt as to the taxation implications of holding and dealing in the Shares. It is emphasised that none of
our Group, the Underwriters, the Sponsor, the Joint Global Coordinators, any of their respective directors,
supervisors, agents or advisers or any other person involved in the Global Offering accepts responsibility for
any tax effects or liabilities of holders of Shares resulting from the subscription, purchase, holding or disposal

of Shares.

OVER-ALLOTMENT AND STABILISATION

In connection with the Global Offering, the Stabilisation Manager or any person acting for it may
over-allot or effect transactions with a view to supporting the market price of the Shares at a level higher than
that which might otherwise prevail for a limited period after the Listing Date. However, there is no obligation
on the Stabilisation Manager or any person acting for it to do this. Such stabilisation action, if taken, may
be discontinued at any time and is required to be brought to an end after a limited period. An announcement
will be made to the public within seven days after the end of the stabilising period as required under the
Securities and Futures (Price Stabilising) Rules.

In connection with the Global Offering, our Company intends to grant to the International Underwriters
the Over-allotment Option, which will be exercisable in full or in part by the Joint Bookrunners (on behalf
of the International Underwriters) starting from the Listing Date and is expected to expire on Saturday,
21 November 2009, being the 30th day after the last day for the lodging of applications under the Hong Kong
Public Offering. Pursuant to the Over-allotment Option, our Company may be required to allot and issue at
the Offer Price up to an aggregate of 37,500,000 additional Shares, representing approximately 15% of the
total number of Shares initially available under the Global Offering, in connection with over-allocations in
the International Placing, if any.

Further details with respect to stabilisation and the Over-allotment Option are set out in the section
headed “Structure of the Global Offering — Over-Allotment and Stabilisation”.

PROCEDURES FOR APPLICATION FOR SHARES

The procedures for applying for the Hong Kong Offer Shares are set out in the section headed “How
to Apply for Hong Kong Offer Shares” in this prospectus and on the relevant applications forms.

STRUCTURE OF THE GLOBAL OFFERING

Details of the structure of the Global Offering, including its conditions, are set out in the section headed
“Structure of the Global Offering” in this prospectus.
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INDUSTRY OVERVIEW

This section contains information and statistics relating to the industry in which we operate.
We have derived such information and data from publicly available government official sources and
Independent Third Party publications. These Independent Third Party publications are available to
the general public and their backgrounds are provided in the section headed “Definitions” of this
prospectus. We believe that the sources of the abovementioned information are appropriate sources
for such information and we have taken reasonable care in extracting and reproducing such
information. We have no reason to believe that such information is false or misleading or that any
fact has been omitted that would render such information false or misleading. The information has
not been independently verified by us, the Joint Global Coordinators, the Sole Sponsor, the
Underwriters or any of their respective affiliates or advisers involved in the Global Offering and no
representation is given as to its accuracy, correctness, completeness or fairness. The information and
statistics in this section may not be official sources may not be consistent with other information
compiled within or outside of the PRC.

Investors should also note that PHOTON Consulting and Solarbuzz, who prepared certain
researches that had been included in this prospectus, are not commissioned by us or our Connected
Persons and/or the Sponsor. Statements or charts marked with “™ in this prospectus that contain
references to ““average” spot price (of polysilicon or wafers) imply that evidence of both higher and
lower prices have been observed. Many factors, including but not limited to volumes, location,
delivery terms, payment terms, material quality and other factors can have an effect on prices.
Prices represented other than those represented as “average’ represent a low or high observed price
in a given timeframe.

SOLAR POWER INDUSTRY OVERVIEW
Global electricity generation

Global electricity generation is expected to increase from 18.0 trillion kilowatt hours in 2006 to 31.8
trillion kilowatt hours in 2030, according to the EIA. Although the recent economic downturn since mid 2008
has affected power demand, the recession will not be prolonged under EIA’s forecast. Additionally, the EIA
indicates that over 66% of the world’s electricity in 2006 was generated from fossil fuels such as coal, natural
gas and oil. Despite the significant fall in oil and other fuel prices in late 2008 to early 2009, the economic
recovery will provide support to global energy demand and price in the long run. Rising fuel prices, together
with supply constraints, some governments’ attempt to relieve dependence on foreign countries for fuel
feedstock and environmental concerns, could limit the potential of many conventional sources of electricity
to meet the rapidly growing demand of electricity.

Advantages of solar power

Amongst all renewable sources of power, solar power has emerged as one of the most rapidly growing
renewable sources of electricity and offers several advantages over other forms of electricity generation,
including:

° Abundance of resource. According to a study commissioned by the Department of Energy of the
U.S., on average, 120,000 TW of solar energy strikes the Earth each year, an amount that exceeds
current global annual electricity consumption. In other words, more energy from sunlight strikes
the Earth every hour (120,000 TWh) than is consumed on the planet in a year (16,379 TWh in
2000).
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Rising prices of power generated from conventional sources and desire for energy supply security.
Solar power electricity generation does not require fossil fuels, and therefore, enjoys advantages
over conventional sources of electricity that face input price volatility, supply constraints,
delivery risk and dependence on fossil fuel reserves. The prices of conventional sources of power,
including oil, gas and coal, have reached historical high levels in 2008. Solar power is a viable
and sustainable source of energy that can address the problem of input price volatility with
conventional/fossil fuel energy sources given the limited reserve of fossil fuel and escalating
electricity consumption in the long run. Furthermore, governments are trying to reduce their
dependence on foreign sources of power to strengthen security of energy supply. In 2006, net
import of energy accounted for over 60% of the primary energy supply in Germany, and over 80%
of the fuel used for power generation in Italy, Spain, Japan and Korea, was imported, according
to the IEA. The ratio was 31% in the U.S. (source: IEA key world energy statistics). Expanding
domestic production of power, particularly through renewable resources, is a key part of

governments’ energy security agenda.

Governments’ incentives for applying renewable sources of energy. Use of solar power has been
growing at a high rate in countries where incentives are offered by their governments to
encourage solar power use. Countries such as the PRC, Germany, Spain and the U.S. (source:
European Photovoltaic Association (“EPIA”), NDRC’s “n] i A RER - = W58 B #{ %) and the
PRC Ministry of Finance’s “[# i~ E[1 8% K5 HE 't 7 i 58 ME ) 7 i H FR 5 R AU 48 417, and the
American Recovery and Reinvestment Act of 2009) have offered or planned to offer substantial
incentives in the form of direct subsidies for solar power system installations or rebates for
electricity produced from solar power. Increasing government support for solar power use in
regions, such as California and southern Europe, which receive many hours of sunlight each year

and where solar power is more cost effective, is also driving demand for solar power.

Environmental advantages. Solar power is one of the most environmentally friendly and cleanest
sources of power, as it produces no gas or noise emissions and generates no waste. Governments
around the world are adopting initiatives aimed at addressing worldwide environmental concerns
and climate change risks associated with the use of fossil fuels. The United Nations’ Kyoto
Protocol and many national and regional regulations addressing greenhouse gas emissions also

provide momentum for the development of solar power industry.

Bringing electricity to remote rural areas. Photovoltaic systems can be set up in rural areas with
inconvenient access to power grids but rich in solar power, e.g. Gansu and Qinghai Provinces in

the western part of China. This could solve the problem of lack of power supply in those areas.
Matching peak time output with peak time demand. Peak power usage and high electricity costs

typically occur mid-day, which also generally corresponds to peak sunlight hours and solar power

electricity generation.
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Modularity and flexibility of installation. Solar power systems can generate electricity at any
landscape with exposure to sunlight. Additionally, solar power systems can produce electricity on
or off-grid, making them an effective alternative for remote or greenfield use. Solar power
systems can also be manufactured and deployed in various sizes and configurations to meet

specific users’ needs.

Reliability and durability. According to EPIA, the estimated lifetime of a photovoltaic module is
30 years. The modules can provide over 80% of the initial power after 25 years. Solar power
systems also generally do not require significant ongoing maintenance, making them one of the
most reliable forms of electricity generation. According to Solarbuzz, solar modules typically can

operate for more than 20 years without requiring major maintenance.

Challenges and limitations

According to the EIA, renewable power, comprising hydroelectric, solar, wind and geothermal,

represented approximately 19% of global net electricity generation in 2006. Solar power alone accounted for

less than 0.03% of global net electricity generation in 2006. Solar power must overcome several challenges

to become a more widely accepted form of power generation, including:

Attaining cost competitiveness with conventional energy sources. According to the PHOTON
Consulting report, Solar Annual 2007: Big Things in a Small Package, the solar power systems
are currently costlier than the conventional fossil fuel electricity systems. In order to incite
demand for solar power usage, manufacturers must reduce costs of solar power systems through
innovation and improvement of production methods and yields. When the cost of solar electricity
generation becomes comparable to that of traditional sources, high system reliability and low cost
of operation will be key factors driving customer demand. By then, with price parity achieved,

solar power can be cost-competitive without governmental incentives or subsidies.

Technological upgrade. The continuous improvement of cell technologies, including conversion
efficiencies and wafer thickness, is critical to the reduction of raw materials usage and lowering

the costs required to manufacture a solar power system with a given output.

Intermittent source of power. Solar power systems require sunlight to generate electricity and are
less effective in climates of low sunlight and extreme hot and cold temperatures. As a result, solar
power systems generally cannot be used as a sole source of electricity and must be combined with
a storage solution (such as a battery) or other source of electricity.

Growth in use of solar power

The solar power industry has experienced significant growth in the past few years. According to

Solarbuzz, total cumulative photovoltaic installed capacity reached 15.7GW in 2008, representing year-on-

year increase of 61%. Europe has the largest share of cumulative installed capacity and Germany, Spain, Italy

and the rest of Europe accounted for 38.1%, 21.0%, 2.4% and 4.7% of cumulative world PV capacity as at

end of 2008, respectively.
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Regional Breakdown of Cumulative World PV Capacity as at end 2008 (% MW)
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Source: Solarbuzz 2009

According to Solarbuzz, the annual global solar power market, as measured by the volume of solar
modules delivered to the installation sites for grid-connected installations or off-grid applications, grew from
345 MW in 2001 to 5,948 MW in 2008, representing a CAGR of 50%. Europe accounted for 82% of world
demand in 2008, with Spain and Germany ranked the first and second places respectively in the market
ranking. Market share of China in 2008 was still small at 0.6%.

Regional Breakdown of World PV Market in 2008 (% MW)
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Under Solarbuzz’s forecast, global annual capacity addition in 2013 will increase to 8,311 MW (under
Balanced Energy Scenario), 14,792 MW (Green World Scenario) or 21,036 MW (Production Led Scenario),
representing 39.7%, 148.7% or 253.7% growth from the 2008 level despite the decrease in PV demand in

certain regions like Spain*. This suggests huge growth potential of the solar power industry.

*  According to Spanish government’s policy, PV systems have to be completed and entered into the register of energy producers by 27
September 2008 in order to receive remuneration under the old feed-in tariff system instead of the new, lower feed-in tariff system
that follows. Moreover, a cap of 500 MW, 502 MW and 488 MW installation were set for 2009-2011 respectively, compared with 2,463
MW addition in 2008, suggesting fall in PV demand.
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China’s PV Market

China’s newly installed PV capacity has been on the rise in recent years, with growth rates at 25%,
130% and 52% in 2006, 2007 and 2008 respectively. According to Solarbuzz, China’s annual installation
reached 35 MW in 2008, bringing cumulative capacity to approximately 150 MW. In 2008, market share of
China still only accounted for a relatively small proportion of 0.6%.

China’s Annual PV installation addition
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Source: Solarbuzz 2009

According to Solarbuzz, a large portion of the newly installed systems in China are off-grid systems,
both for rural electrification and for industrial uses, contributing 34% and 33% of the additions in 2008,
respectively. Meanwhile, contribution of on-grid applications are increasing, being 33% of total market share
in 2008 compared with 13% in 2007. On the other hand, regions in the western part of China, including Tibet,
Qinghai and Xinjiang, accounted for the largest market share of the 2008 addition, led by strong off-grid
programs associated with the China Western Development Program. Some eastern provinces of the PRC
including Jiangsu and Zhejiang and in Beijing, on the other hand, started to grow in solar applications.

Newly installed capacity breakdown in 2008 by application
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Source: Solarbuzz 2009
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Solar power technologies

A solar power system generates electricity through its solar cells by capturing and converting sunlight

into electricity. Currently, there are three main categories of technologies used in solar cell and module

production: monocrystalline silicon, multicrystalline silicon and thin film. The table below briefly highlights

these technologies:

Solar Cell/Module Technology

Production Highlights

Key Attributes

Monocrystalline Silicon Solar
Cell/Module

Multicrystalline Silicon Solar
Cell/Module

Thin Film

Made from monocrystalline
wafers

Cut by wire saw from an ingot
produced using a single crystal
seed pulled from polysilicon
feedstock

Made
wafers

from multicrystalline

Cut from an ingot produced
through
crystallising silicon into blocks
through a casting process

re-melting and re-

Alternative technology using
little or no semiconductor

feedstock

deposited on glass, stainless
steel or plastic base material

Higher efficiency in converting
sunlight into electricity
compared to the other two

technologies below

15.3% average conversion
efficiency ratio of the modules
available on market in 2008

according to Solarbuzz

Typically the most expensive to
produce as the production
process is relatively slow and
energy intensive

with the production processes

compared

used for other silicon-based
solar materials

13.7%
efficiency ratio of the modules

average conversion
available on market in 2008
according to Solarbuzz

Typically less expensive to
produce

Lower cost but lower
conversion efficiency

5-10% conversion efficiency
ratio according to Solarbuzz

Light weight, flexible and no
exposure to crystalline silicon
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Module and cell efficiencies

Thin Film Crystalline wafer based
Cadmium
Amorphous telluride
Technology silicon (a-si) (CdTe) CI(G)S a-Si/m-Si Monocrystalline Multicrystalline
Cell Efficiency at STC* . 5-7% 8-11% 7-11% 8% 16-19% 14-15%
Module Efficiency. . . . . 13-15% 12-14%

Source: EPIA Solar Generation V. — 2008
*  Standard Testing Conditions: 25°C, light intensity of 1,000W/m2, air mass = 1.5

According to Solarbuzz, crystalline silicon-based technologies, comprising both monocrystalline
silicon and multicrystalline silicon technologies, are currently the dominant technologies used within the
industry. Approximately 87% of the solar cells were produced by using these technologies in 2008. From
2004 to 2008, monocrystalline cell production grew at a much higher rate than multicrystalline cell
production primarily due to rapid expansion of monocrystalline cell capacity in China, which was driven by
technological advancement in monocrystalline furnaces. In general, crystalline silicon-based technologies
have higher conversion efficiency than thin film technologies, while thin film has the advantage of lower
production costs and is gaining market share in recent years. The table below sets out a breakdown, by the

type of technology used in production, of the solar cells produced worldwide from 2004 to 2008.

World Solar Cell Production by Technology 2004-2008

2004 2005 2006 2007 2008 CAGR

% % %o % %
MW Total MW Total MW Total MW Total MW Total  (04-08)

Monocrystalline Silicon 391 34.1% 620 37.5% 913  41.4% 1,389  40.4% 2,828  413% 64.0%
Multicrystalline Silicon 692 60.3% 937  56.6% 1,110 50.4% 1,647  47.9% 3,133 45.7%  45.9%
Thin Film . . . . .. .. 64 5.6% 98 5.9% 181 8.2% 400  11.6% 893 13.0%  93.3%

Total . . . ... ..... 1,147 100.0% 1,655 100.0% 2,204 100.0% 3,436  100.0% 6,854 100.0%  56.3%

Source: Solarbuzz 2009.
Solar power system manufacturing value chain

The crystalline silicon-based solar power value chain comprises all steps in manufacturing a solar
power system, including the manufacture of polysilicon raw materials, silicon ingots, solar wafers, solar
cells, solar modules and ultimately solar power systems. The production of crystalline silicon-based wafer
begins with the processing of quartz sands to produce metallurgical-grade silicon. This material is further
purified to become virgin polysilicon feedstock, which can then be formed into either monocrystalline or
multicrystalline silicon ingots. After purification, the polysilicon feedstock is melted and crystallised in

crucibles to form monocrystalline or multicrystalline silicon ingots, depending on the production process

— 84 —
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used. The ingots are then cut into blocks from which wafers are sliced using sawing techniques. The wafers
are then washed and cleaned before packaging for delivery. Wafers are manufactured into solar cells through
a multiple-step manufacturing process that entails etching, doping, coating and applying electrical contacts.
Solar cells are then interconnected and packaged to form solar modules, which together with system
components such as batteries and inverters, are distributed to installers, systems integrators, service providers
or directly to end-users, for installation.

The following diagram illustrates the value chain for the production of solar products:

Y
&\
Systems and
Polysilicon Ingot Wafer Cell Module Applications
Solar grade Silicon is Ingots are Wafers are Cells are Solar panels
polysilicon melted in shaped into either etched soldered in a are
furnace in blocks and or polished soldering assembled
high sliced into through a furnace and and
temperature wafers doping then connected
and then using wire process packaged with other
crystallised saw cutters with a glass electrical
into ingots Anti- top cover to components
. form a solar to create a
reflection
L module solar power
coating 18
applied to generator
improve
efficiency

Global wafer raw material supply and demand

According to Solarbuzz, the raw material used to manufacture solar wafers, silicon feedstock, has
historically been in short supply worldwide since 2004. However, as a combined effect of the decrease in PV
demand in certain regions like Spain due to the economic downturn and new production capacities of
polysilicon started to deliver significant production volumes which ease the supply constraints, the tight
supply/demand balance started to ease during the third quarter of 2008, and turned to significant over-supply
by the fourth quarter of 2008. The table below outlines historical global polysilicon supply and demand from
2005 to 2008.
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Global polysilicon demand and supply 2005-2008

Tonnes
2005 2006 2007 2008
Solar Polysilicon Demand. . .. .................. 17,140 20,700 27,673 49,128
Recycled Polysilicon For Solar Applications . ....... 2,060 2,200 2,284 2,083
Net Solar Polysilicon Demand . ................. 15,080 18,500 25,389 47,045
Semiconductor Industry Polysilicon Demand ... .. ... 21,280 22,100 23,570 22,155
Total Demand ............................. 36,360 40,600 48,959 69,201
Polysilicon Production/Future Capability . .. ........ 29,905 35,250 48,285 71,730
(Shortage)/Excess . . . .. ...................... (6,455) (5,350) (674) 2,529

Source: Solarbuzz 2006-2009.

According to Solarbuzz’s polysilicon demand estimates, global polysilicon supply will exceed global

polysilicon demand at an increasing rate from the end of 2009 to 2013.

Tight market supply in previous years had led to significant increases in the spot market price of
polysilicon. Polysilicon sold at spot market price are those that have been produced but have not been
committed to customers through long-term contracts. According to Solarbuzz, spot prices had risen from the
price range of US$60-80/kg in 2005 to US$100-200/kg in 2006 to US$250-400/kg in 2007. In response to
the shortage in supply, manufacturers have sought to enter into long-term supply contracts with suppliers in
recent years in order to mitigate the adverse effects of price increases as prices of polysilicon under long-term

supply contracts are significantly lower than their spot market prices.

Meanwhile, the recent financial crisis, the fall in market demand and the threat of oversupply of
polysilicon have lead to tumble in spot market price. Spot market price of polysilicon ranged from
US$230/kg to US$375/kg for most of the first half of 2008, and peaked at US$400 to US$450/kg in the
middle of 2008, then dropped to around US$150/kg in the fourth quarter of 2008. By February 2009, spot
prices had further fallen to US$120 to US$140/kg. Due to such drop in market price, solar wafer/cell
producers renegotiated with polysilicon suppliers in order to obtain lower long-term contract prices.

SOLAR WAFER INDUSTRY OVERVIEW
Production capacity, pricing and margin

Global year-end wafer manufacturing capacity in 2008 was relatively tight compared to cell
manufacturing capacity. According to Solarbuzz, global wafer manufacturing capacity reached 10,736 MW
by the end of 2008 while cell manufacturing capacity reached 11,706 MW in the same year. Compared to
10,736 MW in 2008, year-end global wafer manufacturing capacity was 5,834 MW in 2007, representing a
84.0% growth rate.



INDUSTRY OVERVIEW

In 2008, total crystalline silicon cells production was 5,961 MW, representing a 96.3% growth from
2007. Under the three different scenarios set out by Solarbuzz, total crystalline silicon cell production will
reach 7,038 MW (under Balanced Energy Scenario), 13,040 MW (Green World Scenario) or 18,789 MW
(Production Led Scenario) in 2013, representing a 18.1%, 118.8% or 215.2% growth from 2008, respectively,
and 2008-2013 CAGR will reach 3.4%, 16.9% and 25.8%, respectively. The strong growth in crystalline
silicon cell production will drive up demand for crystalline silicon wafers.

Primarily driven by product quality and individual contract terms, wafer prices vary significantly.
According to Solarbuzz, term-contract wafer prices in 2008 ranged from € 1.25/W to € 1.50/W, or US$1.85
to US$2.25/W, for multicrystalline product and from € 1.40/W to € 1.65/W, or US$2.10 to US$2.45/W, for
monocrystalline product. Price was as low as US$1.70/W for established loyal customers, and for the top end,
new customers paid above US$2.50/W, with highest prices approaching US$3.50/W.

When market downturn started to appear in October 2008, large wafer suppliers still maintained prices
at US$2.20 to US$2.30/W, and long-term contract prices from established wafer manufacturers to Chinese
cell manufacturers negotiated during the third quarter of 2008, but for delivery in 2009, was still at the range
of US$2.10 to US$2.30/W. Meanwhile, in February 2009, wafer price already fell to US$1.60 to US$1.80/W.

In general, prices paid by European wafer purchasers to Chinese wafer manufacturers have been
slightly lower than the prices paid by their Chinese counterparts as many Chinese manufacturers seek to
diversify their geographic client base.

Tight wafer production capacity relative to solar cell contributed to the firm pricing structure.
Excluding polysilicon, operating margin in the wafer segment are the highest within the solar value chain.
According to a chart from PHOTON Consulting report, Solar Annual 2008: Four Peaks, Page 134 (all data
are rough estimates), in 2008, wafer manufacturers were expected to achieve 29% operating margin,
compared to 21%, 5% and 13% for cell manufacturers, module producers and installation providers,

respectively.

In addition, ingot slicing technology has gained higher significance in solar wafer manufacture. It has
become a focus of concern among manufacturers to reduce polysilicon cost and economise feedstock through
technology improvements and equipment and process adjustments.

Cost reduction drivers
Several improvements are underway to drive down the costs for wafer manufacturers:

° Larger Ingots. Ingot manufacturers are improving yields and reducing utility cost by increasing
ingot diameters.

o Thinner Wafers. Reductions in wafer thickness results in the use of less silicon per wafer for the
same surface area thus a less costly wafer without loss of the light collection area. According to
Solarbuzz, the average thickness of wafers has been reduced from 250 um in 2004 to 190 um in
2008, with silicon consumption reduced from 12g/Wp to 8.2g/Wp. According to our interpretation
of the analysis conducted by PHOTON Consulting in its report, Solar Annual 2008: Four Peaks,
Page 113, they expect that wafer thickness will be in a decreasing trend in the future, which will
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decrease average silicon costs of solar cells. However, thinner wafers are also more fragile. In
order to avoid significant yield losses from breakage, manufacturers require careful handling

throughout the manufacturing process from wafers all the way to modules.

Development of silicon usage and wafer thickness
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Source: Solarbuzz 2006-2009
° Locate manufacturing facilities in low cost areas. Relatively low cost areas such as the PRC offer

competitive cost advantages through lower wages, facility costs and government sponsored tax
easements. According to our interpretation of the analysis conducted by PHOTON Consulting in
its report, Solar Annual 2007: Big Things in a Small Package, Page 56 (all data are rough
estimates), PRC-based manufacturers enjoy 20% to 40% lower cost than manufacturers in

Europe.

Competitive Landscape

Five of the top 8 largest solar wafer manufacturers in the world are based in China. These manufacturers
are LDK Solar Co., Ltd. (“LDK”), ReneSola Ltd. (“ReneSola”), Glory Silicon Energy (Zhenjiang) Co., Ltd.
(“Glory”), Yingli Green Energy Holding Company Limited (“Yingli”) and Trina Solar (“Trina”). Both
pure-play and integrated business models are employed by these solar wafer manufacturers. According to
Solarbuzz, global wafer manufacturing capacity reached 10,736 MW by the end of 2008. As at 31 December
2008, our annualised production capacity represents approximately 0.5% of the annualised global wafer
manufacturing capacity. LDK was the largest solar wafer manufacturer in terms of production capacity for
the year ended 31 December 2008. According to LDK, its annual production capacity was approximately
1,460 MW as at 31 December 2008 and it sold 817.9 MW of wafers for the year ended 31 December 2008.
LDK primarily manufactures multicrystalline solar wafers. ReneSola and Glory focus on monocrystalline and
multicrystalline solar wafers. As integrated players, Yingli and Trina produce multicrystalline solar wafers for
internal use. With the exception of Glory, all PRC solar wafer manufacturers mentioned above are publicly
listed.
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The rest of the top 8 largest manufacturers are based in Europe and Japan. Located in Norway,

Renewable Energy Corporation ASA (“REC”) is an integrated player involved in the production of

solar-grade polysilicon, manufacture of multicrystalline and monocrystalline silicon wafers, and production

of solar cells and modules. Solarworld AG (“Solarworld”) of Germany manufactures products throughout the

photovoltaic value chain from polysilicon to solar power plants with production facilities in Germany and

U.S. Combining with other non solar-related offerings, TKX Corporation (“TKX”) is a Japanese-based

company that produces solar products.

Government Policy

To promote the development of solar energy, various governments in the world have issued policies in

different aspects, including development targets, subsidies, tax incentives and other supportive measures.

Below set forth the major solar power industry policies issued by PRC, U.S., Germany, Taiwan and Thailand.

A. PRC

Area

Description

Contribution to energy
consumption

Feed-in Tariff

Power generation

Subsidies

Provincial-level policy

Contribution of renewable energy in total energy consumption is targeted
to reach 10% by 2010, and 15% by 2020, compared with 7.5% in 2005.

Based on reasonable cost plus reasonable profits policy. Premium of
renewable energy on-grid tariff over traditional coal-fired plants will be
funded by additional charge included in the electricity selling tariff.

Grid companies are required to purchase electricity generated from
grid-connected renewable energy power generation systems, including
solar power.

° Subsidies of no more than RMB20/Wp would be granted to qualified
construction material-based and component based BIPV
demonstration projects, and no more than RMB15/Wp for rooftop-
based and wall-based projects.

° “Golden Sun Project”: Pilot program to subsidize developers of
on-grid PV systems with a maximum 50% of the project investment
cost, and independent PV power systems at rural areas will receive
70% at max. The policy will support projects of not less than 500
MW capacity in aggregate in the next 2-3 years.

° Jiangsu: 1) 2009-11 total installed capacity being 80 MW, 150 MW
and 170 MW respectively compared with 2.856 MW currently; 2)
lowering the solar on-grid tariff for 2009-2011, lowering production
cost of and improving competitiveness of local PV enterprise; 3)
supporting the growth of local large-scale peers and technological
development.

° Qinghai: 13 major projects to launch in 2009-2015, with total
revenue reaches RMB86.0 billion as at end 2015.
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Sources: Medium-to-Long-Term Development Plan of Renewable Energy (“ A F5/E GENF H R HI#EEHI#]”), Renewable Energy Law
(13N AL 7] FEAE BENR %), Tentative Measures for Pricing and Management of Pooling of Expenses for Renewable
Energy Electricity Generation (] P4 EV 45 & 1515 7125 M E PR TTHRZL), Application  guidelines for BIPV
Demonstration Project (K3 HEN: & #5EMEH 1 H B E HIFRIE R )), Notice concerning Implementation of Golden Sun
Demonstration Project (BB M5 K4 #_LFEHI#A1)), Opinion on Jiangsu Province Photovoltaic Electricity
Generation Progress ( (/TH#k & IR EFEEHEHER L)), 2009-2015 Qinghai Province Solar Power Industry Development and
Application Promotion Plan ( (& /8 & K[ HEE 555 e K A6 e EFHH#] (20094F-20154F)))), NDRC, PRC Ministry of

Finance

B. U.S.

Area

Description

Direct spending

Taxation

Bond and credit facilities

Provides US$16.8 billion in direct spending for renewable energy and
energy efficiency programs over the next ten years under the American
Recovery and Reinvestment Act of 2009.

Project investment:
o 30% federal solar investment tax credits (“ITC”) granted until 2016

° Businesses, utilities and individuals will be qualified to receive the
full amount of the ITC

Equipment manufacturing:

Provides US$2 billion worth of energy related manufacturing investment
credits at a 30% rate under the American Recovery and Reinvestment Act
of 2009. These credits apply to projects creating or retooling
manufacturing facilities to make components used to generate renewable
energy, storage systems for use in electric or hybrid-electric cars, power
grid components supporting addition of renewable sources, and equipment
for carbon capture and storage (“CCS”).

General:

Five Year Carry-Back Provision for Operating Losses of Small Businesses
under the American Recovery and Reinvestment Act of 2009

° US$2.4 billion limit of clean energy renewable bonds to finance
renewable energy projects

° Provides US$6 billion for a temporary loan guarantee program for
renewable energy power generation and transmission projects that
begin construction by 30 September 2011.

Source: U.S. Government, American Council on Renewable Energy, website of the Clean Renewable Energy Bonds
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C.  Germany

Area

Description

Target

Feed-in tariff (FIT)

Power generation

Credit facilities

Tax credits

Sources: Solarbuzz, EPIA

Annual growth target:

1,000-1,500 MW in 2009
1,100-1,700 MW in 2010
1,200-1,900 MW in 2011

Ranges from EURO0.3300-0.4301/kWh for rooftop projects and
EURO0.3194/kWh for ground-mounted installations for 2009, with
degression each year. FIT are granted for 20 years.

Power companies are required to purchase electricity generated from PV
systems connected to the grids. Costs of implementing the policy were
shared among all customers in Germany.

Loan financed programs offered by German Development Bank (KfW):

° “Solarstrom Erzeugen” (No. 140) for private investors: Up to 100%
investment of max EURS50,000 per installation

° “ERP-Umwelt- und Energiesparprogramm” for commercial
investors: 50% for SMEs, other companies up to 35% of maximum
EURS500,000 investment (in old federal states) or EUR1 million

investment (in new federal states)

° “KFW Umweltprogramm” for commercial investors: 75% of
investment of maximum EUR10 million per installation

Other German banks also offer soft loans for PV systems.
° Investment costs for commercial systems (including planning and
installation) can be depreciated over a 20 year period and other costs

can be considered as operation cost

° Commercial systems are VAT exempted

— 9] —
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D. Taiwan

Area Description

Target Set target of contribution of renewable energy in total energy consumption
at 10% by 2010
Installed solar capacity reaches 30 MW by 2010, 320 MW by 2015 and
4,500 MW by 2020

Subsidy “Program for Coping with Economic Slowdown and Bolstering the

Sources: Solarbuzz

E. Thailand

Area

Economy” in place, providing subsidies including NT$1 billion to
purchasers of solar systems (including residential customers and power
companies), and 13% tax credit for investments in energy conservation
equipment, 2-year accelerated depreciation and low interest rate loans.

Description

Target

Subsidy

Financial incentives

Sources: Solarbuzz

Share of renewable energy in primary energy supply to reach 8% by 2011.
Solar and wind energy will account for 1% of total shares, translating to
45 MW for solar (5% for new power facilities).

Feed-in-tariff scheme with tariff for renewable energy being maximum 4-5
times higher than that for conventional biomass power generation.

Eight-year tax incentives, soft-loans up to 50 million THB with interest
rates below 4%

— 92
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Recent Industry Development

The recent financial crisis and deteriorated worldwide economic conditions have adversely impacted
the solar power industry, and the market volatility has increased significantly. The practical cessation of the
Spanish market in the fourth quarter of 2008 and growth in product supply both added to the collapse in

prices through the whole PV value chain.

According to Solarbuzz, spot market price of polysilicon ranged from US$230/kg to US$375/kg for
most of the first half of 2008, and peaked at US$400 to US$450/kg in the middle of 2008, then dropped to
around US$150/kg in the fourth quarter of 2008. By February 2009, spot prices had further fallen to US$120
to US$140/kg. According to the PHOTON Consulting data service, Solar Updates (all data are rough
estimates), the average spot prices of polysilicon’ dropped from US$133/kg as at late February 2009 to about
US$75/kg as at late July 2009.

Polysilicon average spot price movement’

US$/kg
140.0 -
120.0 +
100.0 +
80.0 | ~ ~
60.0 +
40.0 +
20.0 +
00 L L L L L L L L L L L L L L L L
[ e AR AN AN AN AN AN AR A AR AR AR AN AN AR AN AR A AN AR AN AR AN AN AN AN A=A
[=lelolololololololcolololololololololololoho oo lelola ool
Sec2csccc2282388c8es38¢88888¢c88¢
AT IT T TV VWO OO OS> 00 000NN
cScSSgosossScsSsssssscossssescee
SO NO NN O T 0oV AN ARNOD OO I — > <F — 0 <F —
NO AN AN —~— N0~ AN —~— AN —~— A nNoO —AadO —

Source: PHOTON Consulting data service, Solar Updates (all data are rough estimates)
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For wafers, according to Solarbuzz, the price was US$2.20 to US$2.30/W in October 2008, and
long-term contract prices from established wafer manufacturers to Chinese cell manufacturers negotiated
during the third quarter of 2008, but for delivery in 2009, was still in the range of US$2.10 to US$2.30/W.
Meanwhile, in February 2009, wafer price already fell to US$1.60 to US$1.80/W. According to the PHOTON
Consulting data service, Solar Updates (all data are rough estimates), the average wafer spot price dropped
from US$1.45/W in late February 2009 to the lowest average price of US$0.85/W in June 2009". The average
wafer price then consolidated at this level and recently rebounded to US$0.95/W as at late July 2009.

Average wafer spot price movement*"
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Source:  PHOTON Consulting data service, Solar Updates (all data are rough estimates)
*  Wafer data points included prices of 156x156 monocrystalline silicon wafer, 156x156 multicrystalline silicon wafer, 125x125
monocrystalline silicon wafer and 125x125 multicrystalline silicon wafer prices, and majority of the data was 156x156

multicrystalline silicon wafer price.

According to Solarbuzz, the level of market activity and project pipeline are picking up again around
the world, stimulated by a mix of government policies and growing end customer demand. These factors will
help support the solar material prices.

INFORMATION RELATING TO SOLARBUZZ LLC AND PHOTON CONSULTING
Solarbuzz LLC

Solarbuzz LLC is a leading international solar energy research and consulting company. It provides
industry reports, commissioned studies and research and consultancy services in relation to the solar
photovoltaic market and industry.

PHOTON Consulting
PHOTON Consulting is a leading international provider of in-depth research, management and strategic
consulting services specific to the solar energy industry. PHOTON Consulting provides a range of services

including business strategy and planning services, market and demand forecasting services and policy
analysis services.
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This section sets out summaries of certain aspects of the PRC laws and regulations, which are relevant
to our Group’s operation and business.

POLICY ON PRODUCTION OF MONOCRYSTALLINE SOLAR ENERGY WAFERS AND
SEMICONDUCTORS

Overview

The production of monocrystalline silicon ingots and polished slices with diameter of 200 mm or above
is encouraged and the production of semiconductors is permitted, according to (HMpF{% & ¥E45E
H &k (2007)) (The Catalogue for the Guidance of Foreign Investment Industries (2007)) effective as of 1
December 2007. Additionally, pursuant to (FMRI&EE ZEFEE H #(2004)) (The Catalogue for the
Guidance of Foreign Investment Industries (2004)) effective as of 1 January 2005 and ineffective as of 1
December 2007, the production of semiconductors was included in the catalogue of encouraged foreign
investment industries.

According to 7 ZEHEHE TS E H $(2005)) (The Catalogue for the Adjustment of Industrial
Structures (2005)) effective as of 2 December 2005, production of 6 inch by 6 inch or above monocrystalline
silicon ingots and wafers is encouraged.

The NDRC issued =% flif 2 2% g+ — 1K1 #]) (The 11th Five-Year Plan for the Development of
High Technology Industries) on 28 April 2007, to encourage development of high-purity silicon materials
used on solar energy cells. The PRC Government is aiming to establish its independent research, development
and production system in new energy materials field.

The PRC Government encourages the development and utilisation of solar power through a series of
policies which will be beneficial to the advancement of the production of monocrystalline silicon wafers and
semiconductors, namely, {3 A\ R ILFE 0] FAEREUR %) (The Renewable Energy Law of PRC) effective
as of 1 January 2006, (P FA= BRI+ — T #L#]) (The 11th Five-Year Plan for the Development of
Renewable Energy) promulgated by NDRC on 3 March 2008 and "% A\ RILFEE L B8EURIL) (The
Energy Conservation Law of the PRC) effective as of 1 April 2008.

Governmental Incentives

(e N RALFI B n] FEA= BEJR L) (The Renewable Energy Law of the PRC) sets forth policies to
encourage the development and use of solar energy and other non-fossil energy, and sets out the national
policy to encourage and support the use of solar and other renewable energy and the use of on-grid power
generation. This law authorises the relevant pricing authorities to set favourable prices for the purchase of
electricity generated by solar and other renewable power generation systems. This law also sets out the
national policy to encourage the installation and use of solar energy water-heating systems, solar energy
heating and cooling systems, solar photovoltaic systems and other solar energy utilisation systems. It also
provides the general principles regarding financial incentives for the development of renewable energy
projects. The projects, as listed in the renewable energy industry development guidance catalogue, may
obtain preferential loans from financial institutions and can enjoy tax preferences. The State Council is
authorised to stipulate the specific tax preferential treatments. However, no rule has been issued by the State
Council pertaining to this matter.
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The NDRC promulgated several implementation directives of {H'#E A [ I:ANE ] FEfBURIE) (The
Renewable Energy Law of the PRC). These directives set out specific measures in setting prices for
electricity generated by solar and other renewal power generation systems and in sharing additional expenses
occurred. The directives further allocate the administrative and supervisory authorities among different
government agencies at the national and provincial levels and stipulate the responsibilities of electricity grid
companies and power generation companies with respect to the implementation of {H#E A R A ] v] 7§
A REVRIE) (The Renewable Energy Law of the PRC).

The Ministry of Housing and Urban-Rural Development of the PRC (formerly known as the Ministry
of Construction) also issued a directive in June 2005, which seeks to expand the use of solar energy in
residential and commercial buildings and encourages the increased application of solar energy in different
townships. In addition, the State Council promulgated a directive in July 2005 which sets out specific
measures to COnserve energy resources.

The above PRC policies encourage the development and the application of solar power, which will in
turn promote the growth of the wafer manufacturing industry and stimulate the demand for the solar wafers.
The Directors believe that these PRC policies generally keep encouraging our Group’s business and its future
growth prospect.

ENVIRONMENTAL PROTECTION

Pursuant to {H#HE A RILAEIRIGR5E7%) (The Environmental Protection Law of the PRC) (the
“Environmental Protection Law”) effective as of 26 December 1989, the State Administration for
Environmental Protection (the “SAEP”) shall establish national standards for environmental quality control.
The governments of provinces, autonomous regions and municipalities directly under the central government
of the PRC may establish their own local standards for environmental quality control for items not specified
in the national standards and shall report them to the SAEP for its record.

The Environmental Protection Law requires all enterprises and institutions that may cause
environmental pollution and other public hazards shall incorporate and implement environmental protection
policies into their plans and establish a responsibility system for environmental protection. These enterprises
and institutions shall adopt effective measures to prevent and control the pollution and damage to the
environment from waste gas, waste water, waste residues, dust, malodorous gases, radioactive substances,
noise, vibration and electromagnetic radiation generated in the course of production, construction or other
activities.

Installations for the prevention and control of pollution in a construction project shall be designed, built
and operated together with the principal part of the project. No permission shall be given for operating a
construction project, until its installations for the prevention and control of pollution are examined and
assessed as eligible by the competent department of environmental protection administration which examines
and approves the environmental impact statement.

New construction projects, expansion, reconstruction projects and other installations which directly or
indirectly discharge pollutants into the water body shall be subject to the State regulations on environmental
protection of construction projects according to {1 HE A R KI5 Y174 ) (The Law of the PRC on
Prevention and Control of Water Pollution) amended on 28 February 2008 and came into effect on 1 June
2008 and the <H1#E A RILANE K15 Qe (G5 B AN ) (The Implementation Rules of the Law of the PRC
on Prevention and Control of Water Pollution) effective as of 20 March 2000. Enterprises and institutions that
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discharge pollutants directly or indirectly into a water body shall report to and register with the local
environmental protection department at or above the county level their existing facilities for discharging and
treating water pollutants, and the categories, quantities and concentrations of water pollutants discharged
under their normal operation conditions, and also submit to the same department technical information
concerning prevention and control of water pollution. It is necessary to obtain the pollutant discharge permit
for directly or indirectly discharging pollutants into a water body.

Enterprises and institutions that discharge pollutants directly into a water body shall pay a pollutant
discharge fee counted on the basis of categories, quantities and concentrations of the water pollutants
discharged.

New construction projects, expansion, or reconstruction projects that discharge pollutants into the air
shall be subject to state regulations on environmental protection of construction projects according to {H3#E
N BRALFI K 58075 YL B iR 7% ) (The Law of the PRC on Prevention and Control of Atmospheric Pollution)
amended on 29 April 2000 and effective as of 1 September 2000. Enterprises and institutions that discharge
atmospheric pollutants shall report to the local administrative department of environmental protection of their
existing discharge and treatment facilities for pollutants and the categories, quantities and concentrations of
pollutants discharged under normal operation conditions and submit to the same department their technical
information concerning prevention and control of atmospheric pollution.

The PRC Government implements a system of collecting fees for discharging pollutants to the air on
the basis of the categories and quantities of the atmospheric pollutants discharged, and establishes reasonable
standards for collecting the fees hereinbefore according to the needs of strengthening prevention and control
of atmospheric pollution and the State’s economic and technological conditions.

According to (HE A RGP BR 55 Mg 75 YL BiiihiL ) (The Law of the PRC on Prevention and
Control of Environmental Pollution by Noise) effective as of 1 March 1997, new construction project,
expansion, or reconstruction project shall be subject to the state regulations on environmental protection of
construction projects. If noise pollutions are generated due to the use of fixed facilities during industrial
production, the industrial enterprise shall report to the competent local administrative department of
environmental protection at or above the county level about the categories and quantities of noise discharging
facilities, the noise level under normal operation conditions and the conditions of the facilities that prevent
and control noise pollution meanwhile the enterprise shall submit to the same department their technical
information concerning prevention and control of noise pollution.

Industrial enterprises which discharge noises shall take treatment measures and pay a fee for excess
discharge according to State regulations.

As of 1 April 2005, producers, distributors, importers and users of a product shall be responsible for
the prevention and control of the solid wastes it generates or discharges under e A R 0[] &5 #E 554
15 Y IR IG1L)  (The Law of the PRC on Prevention and Control of Environmental Pollution by Solid
Waste) amended on 29 December 2004.

In order for our expansion plan to comply with the environmental protection laws and regulations

mentioned above, our Group will build additional in-house waste treatment facilities which will be able to
accommodate with our increase in production capacity.
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LABOUR AND PRODUCTION SAFETY

As of 1 January 2008, labour contracts shall be concluded in writing if labour relationships are to be
or have been established between enterprises or institutions and the labourers under € # A & 0[] 25 &)
4 1Al#%) (The Labour Contract Law of the PRC) (the “Labour Contract Law”). Enterprises and institutions
are forbidden to force the labourers to work beyond the time limit and the employers shall pay labourers
overtime working compensation in accordance with national regulations. In addition, the labour wages shall
not be lower than local standards on minimum wages and shall be paid to the labourers timely. According
to (P NRILFIE S5 8)%) (The Labour Law of the PRC) effective as of 1 January 1995, enterprises and
institutions shall establish and perfect its system of work place safety and sanitation, strictly abide by State
rules and standards on work place safety and sanitation, educate labourers of work place safety and
sanitation. Work place safety and sanitation facilities shall comply with State-fixed standards. The enterprises
and institutions shall provide labourers with work place safety and sanitation conditions which are in
compliance with State stipulations and relevant articles of labour protection.

Effective as of 1 November 2002, enterprises and institutions shall be equipped with the measures for
safe production as provided in the Production Safety Law and other relevant laws, administrative regulations,
national standards and industrial standards under ¥ ARILAIE %24 FEL) (The PRC Production
Safety Law) (the “Production Safety Law”). Any entity that is not equipped with the measures for safe
production is not allowed to engage in production and business operation activities. Enterprises and
institutions shall offer education and training programs to the employees thereof regarding production safety.
The design, manufacture, installation, use, checking, maintenance, repair and disposal of safety equipment
shall be in conformity with the national standards or industrial standards. In addition, enterprises and
institutions shall provide personal protective equipments that reach the national standards or industrial
standards to the employees thereof, supervise and educate them to use these equipments according to the
prescribed rules.

According to { TR %1) (The Regulations on Occupational Injury Insurance) effective as of 1
January 2004, <Rk TAEFREFITIHE) (The Interim Measures concerning the Maternity Insurance
for Enterprise Employees) effective as of 1 January 1995, {ft&r{RFE AL 17 %]) (The Interim
Regulations concerning the Levy of Social Insurance) effective as of 22 January 1999, (k& {6 sl
P 17HEE) (The Interim Measures concerning the Administration of the Registration of Social Insurance)
effective as of 19 March 1999 and {f¥ 5 ARE S B HI) (The Regulations concerning the Administration
of Housing Fund) effective as of 3 April 1999 and amended on 24 March 2002, enterprises and institutions
in the PRC shall provide their employees with welfare schemes covering pension insurance, unemployment
insurance, maternity insurance, occupational injury insurance and medical insurance, as well as housing fund
and other welfare plans.

According to (1 #EANRILFEFEZEME#EYE)  (The Employment Promotion Law of the PRC)  (the
“Employment Promotion Law”) which became effective on 1 January 2008, the State seeks to create more
jobs by encouraging various types of enterprises to, inter alia, expand its existing businesses. In addition, the
PRC Government will establish an unemployment insurance system to secure the livelihoods of unemployed
persons and assist them in finding employment. The PRC Government at and above the county level shall
also establish a public employment service system and public employment service agencies to provide free
services to laborers such as announcing information on supply and demand of jobs, market wage levels,
vocational training and job recommendations.
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Please refer to the section headed “Risk Factors — Risks relating to the PRC — New labour laws in

the PRC may adversely affect our results of operations” in this prospectus.
PRODUCT QUALITY

According to (H#HE N RILFNE ZE 5B #7%) (The Product Quality Law of the PRC) (the “Product
Quality Law”) effective as of 1 September 1993 and amended on 8 July 2000, all the activities of production
and sale of any product within the territory of the PRC are subject to Product Quality Law, and producers
and sellers shall set up the system on internal quality management, and be responsible for product quality
requirements in accordance with this law. Any behaviours violating the Product Quality Law may cause
adverse consequences initiated by relative regulatory administrations. The regulatory administrations may
send a warning notice or rectification order, confiscate the proceeds from such behaviours, impose a fine,
order the enterprise to cease production and operation, require product recall and even revoke the enterprise’s
business licence. In more extreme cases where violation of the Criminal Law of the PRC occurred, criminal

proceedings may be initiated against the enterprise and its management.
INCOME TAX

According to (¥ NRILFIE A ZEF1GFLIE)  (The Enterprise Income Tax Law of the PRC)
enacted on 16 March 2007 and (1 3E A RILANE A 2T B BLL EMEMH])  (The Implementation
Regulations of Enterprise Income Tax Law of the of the PRC) enacted on 6 December 2007 (collectively the
“Income Tax Law”), which both took effect on 1 January 2008, the enterprise income tax for both domestic
and foreign-invested enterprises are unified at 25%. For those enterprises established before 16 March 2007
and entitled to preferential income tax treatments by the then tax related laws and administrative regulations,
the Income Tax Law provides for a five-year transitional period, during which the applicable enterprise

income tax rate shall be converted to the unified rate at 25% gradually.

According to BB B B i B it £ 3 i 1580 48 J 48 A BUR AV R1)  (The Notice of the State Council
on the Implementation of the Enterprise Income Tax Transitional Preferential Policy) issued on 26 December
2007 and took effect on 1 January 2008, enterprises that enjoy the “2-year exemption and 3-year half
payment”, “5-year exemption and 5-year half payment” of the enterprise income tax and other preferential
treatments in the form of periodic tax deductions and exemptions in the past may, after the Income Tax Law
took effect on 1 January 2008, continue to enjoy the relevant preferential treatments according to the
preferential measures and the period set out in the previous tax law, administrative regulations and relevant
documents until the expiration of the said period. However, the preferential time period applicable to an
enterprise shall start to run from 1 January 2008 if such enterprise has not enjoyed the preferential treatments
yet because of its failure to make profits before 1 January 2008. In addition, enterprises which were entitled
to a preferential income tax at the rate of 15% will gradually be levied on the unified 25% tax within five
years commencing on 1 January 2008. The transitional tax rates applied to the enterprises entitled to the 15%
preferential income tax rate are 18% for 2008, 20% for 2009, 22% for 2010, 24% for 2011 and 25% for 2012.
Enterprises which previously enjoyed the 24% preferential tax rate are imposed with the unified 25% tax rate
from 1 January 2008. Further, the tax preferential treatments applied to enterprises within the designated

great western development region in the PRC will continue to be applied.



REGULATORY FRAMEWORK

All of our PRC subsidiaries were incorporated prior to 16 March 2007 and entitled to preferential
income treatments, thus they can continue to enjoy these preferential tax treatments until the expiry of the
five-year transitional period. However, after such transitional period, our PRC subsidiaries may no longer be
subject to preferential tax rates enjoyed by foreign-invested enterprises and the tax rates applied to will be
increased to 25%, which could have an adverse effect on our profits.

INTELLECTUAL PROPERTY RIGHTS

According to {H#E A RILFNE ZF]%) (The Patent Law of the PRC) (the “Patent Law”) amended as
of 27 December 2008 and came into effect on 1 October 2009, the patent right for inventions will be protected
for 20 years and the patent right for utility models and designs shall be protected for 10 years, commencing
on their application dates, respectively. Any persons and entities using a patent without authorities from the
patent owner or conducting other activities which infringe upon patent rights will be held liable for
compensations to the patent owner, be imposed fines charged by relevant administrative authorities and even
face criminal punishments.

The period of validity of a registered trademark shall be ten years, to be counted from the date of
approval of the registration under (H#EARILFIFFIELL) (The Trademark Law of the PRC)
(the “Trademark Law”) amended as of 27 October 2001 and came into effect on 1 December 2001. The
administrative authority for industry and commerce has the power to investigate and handle any act of
infringement of the exclusive right to use a registered trademark according to law. Where the case is so
serious as to constitute a crime, it shall be transferred to the judicial authority for handling.

HIGH AND NEW TECHNOLOGY

According to CEBTH T 358 € B HHFE) (The Measures for the Administration of Designation of
High and New Technology Enterprises) (the “Measures”), effective as of 1 January 2008, the eight high and
new technology fields supported by the PRC Government include: (1) electronic information technology; (2)
biology and new medical technology; (3) aerospace and aeronautical technology; (4) new materials
technology; (5) high technology services; (6) new energy and energy conservation technology; (7) resources
and environmental technology; and (8) high and new technology used on traditional industries’
reconstructure.

The Measures was enacted to elaborate the high-tech enterprises recognition procedures stipulated
under the Income Tax Law. Under these laws and regulations, PRC-based enterprises that meet the
requirements stipulated in the Measures may apply to the applicable governmental authority for a “High and
New Technology Enterprises Certificate” which will be valid for three years from the date of issuance. A
PRC-based enterprise that has obtained such certificate and recognised as a high-tech enterprise may apply
with the applicable tax authority to obtain applicable tax exemptions and reductions. If our Group can obtain
such recognition, we will be qualified to apply to the applicable tax authority for a preferential tax treatment
to enjoy an enterprise income tax rate of 15%.

Our PRC subsidiaries can take advantage of such Measures to apply for “High and New Technology
Enterprise Certificates” and the relevant preferential tax treatments. In December 2008, Comtec Solar
obtained a “High and New Technology Enterprise Certificate” and can enjoy preferential PRC enterprise
income tax treatment at a rate of 15% from the year of 2011 onwards, upon the application with the relevant
tax bureau.
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PROPERTIES

The PRC Ministry of Land and Resources promulgated A5+ B $H R4 ) 78 120 A7 7 5 ) Mo folf L RE AL
7E) (The Regulations on the Grant of State-owned Construction Land Use Rights Through Competitive
Bidding, Auction and Listing-for-Sale) (the “Regulations on the Assignment of State-owned Construction
Land Use Rights”) on 28 September 2007, which became effective on 1 November 2007. The Regulations

stipulated the methods and procedures for the acquisition of State-owned land use rights.

According to (3 N RILFIE ML #]7%)  (The Urban and Rural Area Planning Law of the
PRC) (the “Planning Law”) promulgated by the Standing Committee of the National People’s Congress on
28 October 2007 and implemented on 1 January 2008, if the land use rights for a project are obtained through
grant, the relevant construction entity is required to obtain the Construction Land Planning Permit from the
relevant planning administration authority after signing the land grant contract. A construction entity is also
required to apply to the department of urban and rural planning for a Construction Works Planning Permit
before commencing construction, otherwise penalties will be imposed. Upon completion of each phase of a
project, a construction entity is required to submit all relevant information to the relevant state land and
resources bureau within six months after the inspection of the project had been completed, failure to do so
within the stipulated time will lead to penalties. Approval from the relevant urban and rural planning
authority must be obtained for temporary constructions. All temporary constructions must be demolished

before the expiry of the approved time limit, otherwise penalties will be imposed.
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OUR HISTORY

We trace our origins to 1999 when Mr. Zhang, our Chairman, CEO, executive director and founder,
established Comtec Semi on 21 December 1999 in Shanghai, the PRC, with an initial registered capital of
US$1 million sourced from his personal savings, to manufacture and sell semiconductor ingots and wafers.
Prior to the establishment of our semiconductor business, Mr. Zhang worked as a senior design engineer for
approximately four years at a U.S.-based company, Silicon Systems Inc. His duties and responsibilities at
Silicon Systems Inc. were to develop and design communication firmware used in silicon chips. Mr. Zhang
accumulated from such employment, general industry knowledge and experience in the use of silicon, a basic
raw material in the semiconductor production process, which served to set a solid foundation for our

semiconductor business.

When Mr. Zhang started our Group’s business, our Group purchased all necessary machinery and
equipment mainly through auctions from several semiconductor wafer manufacturers in South Carolina and
Ohio, the U.S.. At around the same time, our Group acquired the necessary production technology by hiring
experienced individuals from semiconductor manufacturers based in the PRC, including our Group’s CTO,
Mr. Shi Cheng Qi. We expanded our business into the production of monocrystalline solar ingots in 2004 and
the production of monocrystalline solar wafers in 2005 and since then, solar products have gradually replaced
our semiconductor business to become our principal source of revenues. The change in business focus was
mainly driven by the increasing demand for solar wafer products. The manufacture of solar wafers and
semiconductor wafers is similar in many respects, including the processing involved in growing ingots and
slicing wafers, technical expertise gained from the manufacture of semiconductor wafers is easily
transferable to the manufacture of solar wafers.

In order to facilitate our change in business focus, we established Comtec Solar as a sino-foreign equity
joint venture in the PRC on 5 July 2005 with a registered capital of US$5 million. At the time of its
incorporation, Comtec Solar was owned as to 27% by Comtec Semi and 73% by Mr. Zhang in the name of
Comtec Ltd, which is the trade name in the U.S. under which Mr. Zhang conducted business as a sole
proprietor. In 2006, the shareholding of Comtec Solar was restructured pursuant to which the entire registered
capital of Comtec Solar became wholly-owned by Mr. Zhang (under the trade name of Comtec Ltd).

The experienced individuals hired by our Group when our Group’s business first started helped us in
developing our initial customer and supplier bases, which have gradually broadened over the years under Mr.
Zhang’s leadership. Our CTO, Mr. Shi Cheng Qi, who has over 30 years of experience in semiconductor,
solar and materials engineering, was responsible for establishing our supplier base. Mr. Zhang was personally
responsible for establishing our customer base, who was also assisted by our sales manager, Mr. Wang Yong
Sen, who had the relevant experience in the industry. Our Group has not experienced any significant
difficulties in pursuing new business partners, whether they are suppliers or customers, given our ability to
produce high quality monocrystalline solar wafers and our good reputation in the industry since the
commencement of our business. We managed to achieve rapid expansion in our business during the Track
Record Period through the establishment of strong long-term relationships with major polysilicon suppliers
and manufacturers of solar cells which helped to support our production, accumulation of profits and
financial resources from sales and operations as well as private equity investments which helped fund

expansion projects, and dedication to recruiting industry expertise and training workers to build up our team.
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BUSINESS MILESTONES

The following table summarises various milestones in the development of our business:

Year

Event

1999

2004

2005

2006

2007

2008

2009

Comtec Semi was established as a wholly foreign-owned enterprise in the PRC in
December 1999 by Mr. Zhang to manufacture and sell semiconductor ingots and
wafers.

We started to manufacture monocrystalline solar ingots by leveraging our
experience from the semiconductor industry.

Comtec Solar was established as a sino-foreign equity joint venture in the PRC in
July 2005 by Comtec Semi and Mr. Zhang to produce monocrystalline solar ingots
and wafers.

We signed a five-year framework agreement with Suntech in November 2006 to
provide them with high efficiency monocrystalline solar wafers.

We signed an eight-year contract with Major International Supplier A in 2006 for
deliveries of polysilicon from 2008 through 2015 to secure long-term supply of
virgin polysilicon, the major raw materials for the production of our
monocrystalline solar wafers.

Mass production of larger 156 mm by 156 mm monocrystalline solar wafers
commenced in March 2007.

We started our mass production of sub-200 micron monocrystalline solar wafers in
March 2007.

We expanded our monocrystalline solar wafer annual production capacity to 55
MW by the end of 2007.

We started producing 170 micron monocrystalline solar wafer in January 2008.

We started a research and development project on developing 210 mm by 210 mm
monocrystalline solar wafers for large-scale commercial production.

We signed a seven-year supply contract with Major International Supplier B in
April 2008 pursuant to which we expect to receive virgin polysilicon supply
through 2015.

We completed our development project on larger 210 mm by 210 mm
monocrystalline solar wafers ready for large-scale commercial production in
December 2008.

We completed our research and development of the manufacture of square wafers
in April 2009.

— 103 —



HISTORY AND CORPORATE STRUCTURE

CORPORATE REORGANISATION

The chart below illustrates our corporate structure immediately prior to the Corporate Reorganisation:

Mr. Zhang
[
100%
Comtec Ltd :
100% 100%
Comtec Solar > Comtec Semi
(PRC) (PRC)

Note:

Comtec Ltd is the trade name in the U.S. under which Mr. Zhang had been carrying on business as a sole proprietor and
had been registered with the filing of a fictitious business name statement by Mr. Zhang with Alameda County
Clerk-Recorder’s Office in Alameda County, California, the U.S., on 5 January 2007 due to his change in place of
residence from where he conducted his sole proprietorship business. Pursuant to Section 17910 of the California Business
Professions Code, every person who regularly transacts business in the state of California, for profit under a trade name
is required to file a fictitious business name statement. Prior to its registration with Alameda County in California, Mr.
Zhang carried on business as a sole proprietorship in the U.S. under the trade name of Comtec Ltd in various counties
in California, including Santa Clara County and Nevada County. Mr. Zhang may not be in compliance with Section 17910
of the California Business & Professions Code as there was no effective registration of the fictitious business name
statement during the period from the expiry of the fictitious business name statement filed in Nevada County on 11
January 1999, to the time immediately before the filing of a fictitious business name statement in Alameda County on 5
January 2007. Our legal advisors as to U.S. law, Orrick, Herrington & Sutcliffe, advised that Mr. Zhang therefore may
not maintain any action upon or on account of any contract made, or transaction had, in the fictitious business name in
any court in California for such period in respect of which he did not file any fictitious business name statement. There
is however no general requirement under California law which requires a person to file a fictitious business name
statement in respect of a trade name in order to conduct business under such trade name.

As advised by our U.S. legal advisers, Orrick Herrington & Sutcliffe, Mr. Zhang had the power, authority and capacity
to conduct business in California during the Track Record Period, and that to their knowledge, no governmental licences,
certificates, approvals or permits were required under the applicable laws in the U.S. in connection with the valid
execution, delivery and performance of the business contracts by Mr. Zhang under the trade name of Comtec Ltd in

accordance with their terms.

Comtec Ltd may be registered as a trade name, or fictitious business name as referred to under California law, if the
following criteria and conditions are fulfilled: (i) a fictitious business name statement in respect of such name has been
properly completed and filed with the office of the county clerk for the relevant county in which the registrant desires to
register such trade name, and (ii) within 30 days after the filing, the registrant should also publish in a newspaper of
general circulation in the county where such statement has been filed a notice of such fictitious name filing. If such filing
is the first filing in respect of such trade name in such county, as with the filing of a fictitious business name statement
by Mr. Zhang in Alameda County on 5 January 2007, and the registrant is actually engaged in a trade or business utilising
the fictitious business name, the filing of a fictitious business name statement establishes a rebuttable presumption under
California law that the registrant has the exclusive right to use such trade name as a trade name in the county in which
such statement was filed. In July 2008, Mr. Zhang filed a “statement of abandonment of use of fictitious business name”
with Alameda County Clerk-Recorder’s Office in Alameda County, California, the U.S..

As confirmed by our PRC legal adviser, Commerce & Finance Law Offices, the registered capital of Comtec Solar and

Comtec Semi have been fully paid up within the required timeframe.
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In order to rationalise our organisational structure, we underwent the Corporate Reorganisation prior to

the Listing which involve the following steps:-
(a) Incorporation of new investment holding entities for our Group

Most Talent Limited (the former name of Comtec Solar (Cayman)) and New Genuine Limited (the
former name of Comtec Semi (Cayman)) were incorporated as exempted companies in the Cayman
Islands on 23 April 2007 for the purpose of investment holding by Mrs. Wenba Wu, a nominee
shareholder on behalf of Mr. Zhang. The nominee shareholding arrangement was used for these
companies for administrative convenience. Mrs. Wenba Wu is an agent of a corporate secretarial
company engaged by Mr. Zhang to manage his shareholdings and is independent of, and not connected
with, our Directors, chief executives or substantial Shareholders of our Company or any of our
subsidiaries or any of their respective associates. Star View (Hong Kong) Limited (the former name of
Comtec Solar (HK)) and Winkle (Hong Kong) Limited (the former name of Comtec Semi (HK)) were
incorporated in Hong Kong on 12 October 2007. On 6 November 2007, Comtec Solar (Cayman)
acquired the entire issued share capital of Comtec Solar (HK) from Bosco Nominees Limited at a
nominal consideration and Comtec Solar (HK) became wholly-owned by Comtec Solar (Cayman). On
the same date, Comtec Semi (Cayman) also acquired the entire issued share capital of Comtec Semi
(HK) from Bosco Nominees Limited at a nominal consideration and Comtec Semi (HK) became

wholly-owned by Comtec Semi (Cayman).

(b) Incorporation of investment vehicle of Mr. Zhang

To prepare for the Listing, Mr. Zhang incorporated an investment vehicle, Fonty, in the BVI to

hold his interests in our Company on 5 September 2007.

(c) Incorporation of our Company

Our Company was incorporated in the Cayman Islands as the holding company of our Group on
13 November 2007.

(d) Acquisition of Comtec Solar (Cayman) and Comtec Semi (Cayman) by our Company

On 13 November 2007, our Company acquired the entire issued share capital of each of Comtec
Solar (Cayman) and Comtec Semi (Cayman) held by Mrs. Wenba Wu, a nominee shareholder on behalf
of Mr. Zhang, for a nominal consideration.

(e) Transfer of the entire equity interest in Comtec Semi

Pursuant to an equity transfer agreement dated 21 November 2007, Comtec Semi (HK) acquired
the entire equity interest in Comtec Semi from Mr. Zhang for a consideration of US$4.04 million. The
said consideration was determined with reference to the paid-up registered capital of Comtec Semi and
was satisfied by the issuance of a promissory note in the amount of US$4.04 million on 31 December
2007 (“Semi Note”).
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(f) Transfer of the entire equity interest in Comtec Solar

Pursuant to an equity transfer agreement dated 21 November 2007, Comtec Solar (HK) acquired
the entire equity interest in Comtec Solar from Mr. Zhang for a consideration of US$18.5 million. The
said consideration was determined with reference to the paid-up registered capital of Comtec Solar and
was satisfied by the issuance of a promissory note in the amount of US$18.5 million on 31 December
2007 (“Solar Note™).

(g) Restructuring of our Company’s share capital
g

In preparation for the investment by CMTF, we restructured our share capital on 12 March 2008
by increasing our authorised share capital and subdividing the number of our issued shares. After such
restructuring, the authorised share capital of our Company was increased to HK$1,000,000 divided into
1,000,000,000 shares of HK$0.001 each. The one Share held by Fonty was subdivided into 10 Shares
with a par value of HK$0.001 each.

(h) Contribution of promissory notes

On 12 March 2008, Mr. Zhang assigned the Semi Note to Fonty as additional capital contribution.
The Semi Note was transferred by Fonty to our Company and in return, our Company issued 47,677,017
Shares to Fonty. The additional shares were issued to Fonty as part of the restructuring of our share
capital in preparation for the investment by CMTF and the number of shares were determined with
reference to the post-investment shareholding structure of our Company. Our Company then delivered
the Semi Note to Comtec Semi (Cayman) and thereafter, Comtec Semi (Cayman) delivered the Semi
Note to Comtec Semi (HK) as an intercompany capital contribution of US$4.04 million. Each of
Comtec Semi (Cayman) and Comtec Semi (HK) issued one new share to our Company and Comtec
Semi (Cayman), respectively, in return for such capital contribution.

On 12 March 2008, Mr. Zhang assigned the Solar Note to Fonty as additional capital contribution.
The Solar Note was transferred by Fonty to our Company and in return, our Company issued
218,322,973 Shares to Fonty. The number of shares was determined with reference to the restructuring
of our share capital in preparation for the investment by CMTF. Our Company then delivered the Solar
Note to Comtec Solar (Cayman) and thereafter, Comtec Solar (Cayman) delivered the Semi Note to
Comtec Solar (HK) as an intercompany capital contribution of US$18.5 million. Each of Comtec Solar
(Cayman) and Comtec Solar (HK) issued one new share to our Company and Comtec Solar (Cayman),
respectively, in return for such capital contribution.

(i) Investment by CMTF

On 12 March 2008, the authorised share capital of our Company was increased to HK$1,012,000
by the creation of 12,000,000 new Shares of HK$0.001 each and following the increase, the authorised
share capital of our Company was redesignated and reclassified into 1,000,000,000 ordinary shares of
HK$0.001 each and 12,000,000 preferred shares of HK$0.001 each. All of the preferred shares were
designated as Series A Shares.

Pursuant to a subscription agreement entered into between our Company and CMTF dated 18

March 2008, our Company allotted and issued 11,212,019 Series A Shares to CMTF credited as fully
paid.
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() Business previously carried on by Mr. Zhang under the trade name of Comtec Ltd

Prior to the Corporate Reorganisation, Mr. Zhang used Comtec Ltd as a trade name in the U.S.
to carry on business as a sole proprietor, which performed sourcing and trading activities for Comtec
Semi and Comtec Solar. The Relevant Business mainly had the following two types of business

arrangements with us during the Track Record Period:

1. Purchases of wafers manufactured with imported polysilicon feedstock from one of our

Shanghai Subsidiaries and the subsequent re-selling to the other Shanghai Subsidiary.

Our Group has been able to utilise the procurement function of the Relevant Business and adopted
the following mechanism to customs clearance in an effort to maintain a stable and predictable supply

of polysilicon to our Group:

(i) either one of our Shanghai Subsidiaries would import raw material polysilicon feedstock
and use it to manufacture cylindrical ingots and monocrystalline solar wafers and then sell
the cylindrical ingots and monocrystalline solar wafers so manufactured to the Relevant

Business; and

(i) Mr. Zhang, through the Relevant Business, would resell the cylindrical ingots and
monocrystalline solar wafers to our other Shanghai Subsidiary, which would then finally

sell these products to our PRC domestic customers.

The cylindrical ingots and monocrystalline solar wafers would be delivered from one of our
Shanghai Subsidiaries’ warehouse to F#E/MEEIRFIYIME R (Shanghai Waigaogiao Bonded
Logistics Zone) to carry out custom clearance procedures, and thereafter be redelivered to our other

Shanghai Subsidiary’s warehouse.

Under this arrangement, Mr. Zhang, through the Relevant Business, would generally settle all
payments directly with Comtec Solar or Comtec Semi and thereafter issue an invoice to the other
Shanghai Subsidiary.

According to H3E A [ ILAN B0 Vg BE BN T8 &) B ) B 8 2 (The PRC Customs Supervision
and Administration Processing Trade Goods Procedures, the “Procedures”), such arrangement
constitutes a processing trade with imported materials. Under the Procedures, processing trade with
imported materials refers to business activities of which an enterprise uses foreign exchange to import
the materials and parts for manufacturing and then exports the finished products. The processing trade
with imported materials is a common protective trade, under which the imported materials and parts
except otherwise provided by the PRC laws and regulations are regularly exempted from customs duties
at the time of import and subject to bonded supervision and administration (% 5:’). After the
finished processed products are exported, the competent Customs will carry out record verification and

cancellation in accordance with the verified actual quantity of the exported finished products.
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The above arrangement within our Group was to facilitate timely custom clearance. Since no
customs duty is levied at the time of import under processing trades with imported materials, the
relevant Customs will not assess the import price of the raw materials for the purpose of determining
the amount of customs duties payable. As a result, the customs processing time for the clearance is
generally shorter than what would have been required had the materials been imported as general
imports. In the absence of the above arrangement, if our Shanghai Subsidiaries were to import raw
polysilicon feedstock and sell the cylindrical ingots and monocrystalline solar wafers they
manufactured directly to our PRC domestic customers, the import of polysilicon would instead
constitute general imports. Pursuant to "3 A LA B 7% (The Customs Law of the PRC) and
rhrae A RN B i B AL Al (2005-2008) (The Customs Tariff Code of the PRC) , polysilicon imported
from the USA under general imports shall be subject to a customs duty at the rate of 4%. On the other
hand, as both the PRC and the U.S. are members of the World Trade Organization, cylindrical ingots
and monocrystalline solar wafers generally imported are exempted from customs duties.

When conducting such processing trade with imported materials with Comtec Ltd, the Shanghai
Subsidiaries truthfully declared the form of trade, port of import and export, price and place of origin
of the imported polysilicon and cylindrical ingots and monocrystalline solar wafers for export, as well
as other items required under the Procedures. According to H'#E A &A1 55 B i (The Customs Law
of the PRC) and the Procedures, the end customers and their locations are not required to be reported
to the Customs. Therefore, although Comtec Ltd resold the cylindrical ingots and monocrystalline solar
wafers to the other Shanghai Subsidiary (at a price different from what Comtec Ltd paid to acquire
them), such reselling arrangements are separate and independent from the processing trade with
imported materials and thus would not affect the legality of the processing trade with imported
materials conducted earlier.

2. Acting as the sourcing and trading arm of the Group.

The use of Comtec Ltd facilitates quick settlement of prepayments for raw materials and
equipment purchased by Comtec Solar and Comtec Semi from overseas.

The Relevant Business performed sourcing functions for our Group prior to the Corporate
Reorganisation by purchasing raw materials and equipment from overseas third party suppliers or
vendors, and re-selling them to our Shanghai Subsidiaries. Mr. Zhang, through the Relevant Business,
would generally settle all payments directly with the overseas third party suppliers or vendors, and
thereafter issue invoices to our Shanghai Subsidiaries.

The Relevant Business also served as our overseas sales arm by purchasing ingots or wafers from
our Shanghai Subsidiaries, and re-selling these products to overseas third party customers. Mr. Zhang,
through the Relevant Business, would generally settle all payments directly with our Shanghai
Subsidiaries, and the third party customers would generally settle with Comtec Ltd.

The transactions between the Relevant Business and our overseas third party customers and
suppliers which are denominated in currencies other than the RMB are not subject to compliance with
SAFE regulations and procedures, which would otherwise be applicable had our Shanghai Subsidiaries
transacted with these overseas customer and suppliers directly. The use of Comtec Ltd therefore
enabled our Group to settle payments with these overseas third party customers and suppliers more
quickly. As mentioned above, after the payments were settled, Comtec Ltd would re-sell the raw
materials and equipment to the Shanghai Subsidiaries, and then the Shanghai Subsidiaries would pay
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the purchase price directly to Comtec Ltd in accordance with the PRC laws and regulations related to
foreign exchange settlement, sale and payment. The Shanghai Subsidiaries had followed the requisite
foreign exchange payment procedures and never been punished by the competent foreign exchange

administrations during the Track Record Period.

The primary effect of the arrangements in connection to the Relevant Business on the financial
results of our Group was the exemption of a 4% customs duty on imported polysilicon.

In addition, Mr. Zhang’s equity interest in Comtec Solar was held under his trade name of Comtec
Ltd prior to our Corporate Reorganisation and the Relevant Business also sold semiconductor parts

sourced from third party suppliers or vendors to Comtec Electronics.

Pursuant to " #E A [ ILFNE B (The Customs Law of the PRC) and other PRC laws and
regulations related to customs administration, when conducting processing trades with imported
materials, the importers are not obliged to declare the end customers of the goods to the relevant
Customs. Additionally, bonded warehouses are legally considered as territories outside of China for
Customs clearance purpose. The Shanghai Subsidiaries were in compliance with the PRC customs
declaration procedures and had never been found of any misrepresentations which should be punished
by the competent Customs during the Track Record Period. Commerce & Finance Law Offices, the
PRC legal advisers to our Company, and King & Wood PRC Lawyers, the PRC legal advisers to the
Sponsor, both have confirmed that the declarations made by the Shanghai Subsidiaries to the Shanghai
Customs did not constitute misrepresentations since - ¥4/ = 1% fR B9 17 [# [# (Shanghai Waigaogiao
Bonded Logistics Zone) was inspected and accepted by the China Customs as a qualified bonded
logistics zone and hence, for customs clearance purpose, the bonded warehouses located within are
deemed to be territories outside of China.

Our Shanghai Subsidiaries have followed the requisite application procedures for customs
reporting and foreign exchange settlements and payments in respect of the above arrangements with the
Relevant Business, and our PRC legal advisers, Commerce & Finance Law Office, confirm that the two
business arrangements described above are in compliance with the relevant PRC laws and regulations,
including but not limited to the applicable taxation, customs-related and foreign exchange laws and
regulations.

Mr. Zhang carried on the Relevant Business physically in the U.S. but ceased to do so on 3 July
2008, and has filed a “statement of abandonment of use of fictitious business name” with the clerk of
Alameda County, California in the U.S.. Mr. Zhang therefore has since then ceased to carry on any
business activity, including any business related to solar wafer production or sale, which would directly
or indirectly compete with our Group’s business. Comtec Ltd, being only a trade name and not a
separate legal entity, does not form part of our Group either before or after the Corporate

Reorganisation.

Mr. Zhang has executed a deed of confirmation in respect of Comtec Ltd on 13 June 2008 to
confirm the valid existence of Comtec Ltd and the validity of all documents signed under the name of
Comtec Ltd. Mr. Zhang has confirmed that all contracts entered into by Comtec Ltd up to its cessation

of business had been duly performed. Mr. Zhang and our Group have never been subject to any
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proceedings brought by any governmental or regulatory authority in connection with the business
carried on by Mr. Zhang under the trade name of Comtec Ltd in any relevant jurisdiction. Mr. Zhang
has also confirmed that he has never been subject to any such proceedings, either in his own name or

the trade name of Comtec Ltd.

The revenue and profit (loss) generated by the Relevant Business during the year ended 31
December 2005 and the Track Record Period are summarised as follows:

Six months
Year ended 31 December ended 30 June
2005 2006 2007 2008 2009

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Revenue ................. 63,929 114,582 80,544 4,664 —
Profit (loss) before taxation . . .. 19,443 16,397 2,594 (1,629) —
Profit (loss) for the year/period . 10,655 7,380 (11,632) (6,430) —

We confirm that all the above business activities carried by Mr. Zhang under the name of Comtec
Ltd are related to the Group. The financial results of the Relevant Business during the Track Record
Period have been combined into the results of our Group with all intra-group profit or loss resulting
from the above arrangements fully eliminated on combination as set out in the accountants’ report for
the Track Record Period in Appendix I to this prospectus on the basis that such business and our Group
were under the common control of Mr. Zhang. Mr. Zhang confirmed that there were no remaining
assets, liabilities (except for the tax payable referred to below) or unperformed contracts in connection
with the business carried on by him under the trade name of Comtec Ltd at the time he ceased
conducting such business. There was, therefore, no transfer of assets, liabilities or contracts from Mr.
Zhang to our Group (except for our Group’s agreement to bear certain tax payable referred to below)
and as Comtec Ltd had no employees, there was also no transfer of employees to our Group. Hence,
while Comtec Solar (HK) now performs the business functions previously performed by the Relevant
Business, our Group has not assumed any of the liabilities (except for the tax payable referred to below)
incurred in connection with such business and to ensure that our Group is protected from any risk of
possible exposure in this respect, Mr. Zhang has undertaken to indemnify our Group in respect of any
claim against any of our Group members arising out of or in connection with such business. Our Group
has, however, agreed to bear the actual tax payable, together with interest and other payment
obligations relating to such liabilities, which were derived from the assessable income of the business
carried on by Mr. Zhang under the trade name of Comtec Ltd for the year ended 31 December 2005 and
during the Track Record Period up to an amount not exceeding RMB41,369,000 (the “Agreed Tax
Liabilities”) and has made provision for such payment in our accounts.

The Agreed Tax Liabilities represents (a) the cumulative tax payable in the amount of
RMB36,499,000 (the “Cumulative Tax Payable”), comprising RMB32,602,000 in U.S. federal tax
payable and RMB3,897,000 in California state tax payable, calculated at the prevailing tax rates in the
U.S. based on the U.S. Internal Revenue Code and the California Revenue and Taxation Code, in
respect of the income, profits or gains earned, accrued or received by Mr. Zhang in carrying on the
Relevant Business during the year ended 31 December 2005 and the Track Record Period under the
trade name of Comtec Ltd, up until the cessation of such business; and (b) the estimated interests and
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late payment charges in the amount of RMB4,870,000 (the “Interest and Late Payment Charges”),
calculated based on the unpaid U.S. federal tax and California state tax of the Relevant Business during
the year ended 31 December 2005 and the Track Record Period, which has been paid by Mr. Zhang as
at the Latest Practicable Date.

The Cumulative Tax Payable as mentioned above includes the tax payable of the Relevant
Business for 2005 and 2006, which were unsettled as at 31 December 2007 as such tax payable
represent the additional estimated tax liabilities that arose from assessable income derived from the
Relevant Business during those years, which were reported on the amended U.S. individual income tax
returns for 2005 and 2006 filed by Mr. Zhang on 30 September 2008. The additional amounts of tax
liabilities were approximately US$1.1 million and US$1.1 million, equivalent to approximately
RMB&.8 million and RMB&.8 million for the year ended 31 December 2005 and 2006, respectively. Our
Company confirms that the Internal Revenue Service of the U.S. Department of Treasury has not
disputed over Mr. Zhang’s original 2005 and 2006 tax returns.

The filing of these amended tax returns was primarily because Mr. Zhang understands that the
taxable income of the Relevant Business had been understated in the original calculation of his taxes
payable and the tax liabilities resulted from such understated portion of the taxable income of the
Relevant Business have not been taken into account for the years 2005 and 2006, which were prepared
in the absence of any professional tax advice when they were originally filed. These errors were
identified by Mr. Chau, our CFO, during the review of our Group’s accounts when he was hired by our
Company in late 2007. We have addressed the internal control weakness of our Group and the Relevant
Business in connection with the determination of the tax payable related to our business activities by
staffing our accounting and finance department with accounting professionals with appropriate
experience and using Comtec Solar (HK) to perform the functions previously performed by Comtec
Ltd, which means that since then the related financial reporting and tax filing processes are the direct
responsibilities of our accounting and finance department. Please refer to the paragraph headed
“Business — Internal Control — Financial control” for more information about our internal control
measures for the prevention of such errors.

The amended U.S. individual income tax returns for 2005 and 2006 had taken into account
adjustments made for the purpose of addressing the understatement of the accounting profits of the
Relevant Business and thereby to comply with IFRS. Mr. Zhang has filed such amended U.S. individual
income tax returns for 2005 and 2006 and his U.S. individual income tax returns for 2007 on 30
September 2008 and fully paid the respective amounts due under these tax returns on the same day. Mr.
Zhang has filed and fully paid all the amounts due under his U.S. individual income tax return for 2008
as at Latest Practicable Date.

The Interest and Late Payment Charges had been estimated and accounted for in our consolidated
financial statements in the year or period when they were incurred in accordance with the U.S. Internal
Revenue Code and the existing interpretations and practices in the U.S.. Further, such interest was
calculated at the applicable rate determined on a quarterly basis, being the sum of (i) the U.S. federal
short-term rate of the first month in each calendar quarter, plus (ii) 3%, on the unpaid amount of tax
liability from the last date prescribed for payment of the tax until the estimated date of payment in late
September; and the estimated late payment penalty was calculated at 0.5% of the unpaid amount due
until the estimated date of payment in late September. In December 2008, the Internal Revenue Service
of the U.S. Department of Treasury has confirmed their assessment the amount of interests and late
payment charges payable by Mr. Zhang in respect of the Cumulative Tax Payable, which does not
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exceed the amount of interest and late penalty charges estimated and accounted for in our consolidated
financial statements. Our Company confirms that the Internal Revenue Service of the U.S. Department
of Treasury has not disputed over Mr. Zhang’s amended U.S. individual income tax returns for 2005
and 2006 and his U.S. individual income tax returns for 2007. As at the Latest Practicable Date, the
Company confirms that Mr. Zhang has fully paid all interests and late payment charges in respect of
the Cumulative Tax Payable.

Comtec Ltd is not required to file any income tax return in the U.S. as it is a trade name. However,
Mr. Zhang is required to include the business activities carried under the trade name of Comtec Ltd in
his U.S. individual income tax returns. The profits derived from the Relevant Business during the year
ended 31 December 2005 and the Track Record Period fall within the definition of “gross income”
under section 61 of the U.S. Internal Revenue Code, and hence had been included in the computation
of Mr. Zhang’s individual taxable income. The taxable income of the Relevant Business for the year
ended 31 December 2007 and the six months ended 30 June 2008 also included an amount of accounts
payable due from Comtec Ltd to Comtec Solar, which is considered as deemed dividend income and
is subject to income tax in the U.S. under Section 956 of the U.S. Internal Revenue Code. During the
year ended 31 December 2005 and the Track Record Period, Mr. Zhang’s taxable income was subject
to U.S. federal income tax calculated in accordance with a progressive tax rate table sets out in the U.S.
Internal Revenue Code, with applicable tax rates of up to 35%. As the profits of the Relevant Business
were derived when Mr. Zhang was in California, Mr. Zhang’s taxable income was also subject to a
California state income tax calculated in accordance with a progressive tax rate table sets out in the
California Revenue and Taxation Code, with applicable tax rates of approximately 9%. In addition, Mr.
Zhang’s taxable income was also subject to a U.S. federal self-employment income tax and a California
mental health tax. Our Directors confirm that Mr. Zhang had complied with the relevant income tax
filing requirements in the U.S..

Other than the Agreed Tax Liabilities set forth above, which have been expressly borne by us, we
believe that we will not be exposed to any other liabilities arising from the succession by Comtec Solar
(HK) of those business functions previously carried out by Mr. Zhang under the trade name of Comtec
Ltd. In any event, to protect our Group against any possible exposure to liabilities in connection with
the business carried on by Mr. Zhang under the trade name of Comtec Ltd, falling outside the Agreed
Tax Liabilities set forth above, Mr. Zhang has executed a deed of indemnity, whereby he has granted
an indemnity in favour of our Group against any claims arising out of or in connection with the business
carried on by him under the trade name of Comtec Ltd. Our Group reimbursed Mr. Zhang for such tax
liabilities of approximately RMB36,499,000 in September 2008 when Mr. Zhang filed his amended
U.S. individual income tax returns for 2005 and 2006 and his individual income tax return for 2007 and
the remaining amount in October 2009 when he filed his individual income tax return for 2008. Please
refer to the paragraph headed “Other Information — Estate duty and tax indemnity” in Appendix VI to
this prospectus for further information.

(k) Transfer of the business functions of Comtec Ltd to Comtec Solar (HK)

As part of the reorganisation to rationalise our group structure and business operations prior to
the Listing, all of the business functions of Comtec Ltd have been taken over by Comtec Solar (HK)
after Mr. Zhang ceased to carry on the Relevant Business. The transfer of the business functions of
Comtec Ltd to Comtec Solar (HK) did not involve any payment of consideration or require us to comply
with any rule or regulation or to obtain any approval in any jurisdiction, and Comtec Solar (HK) has
since carried out such business functions in Hong Kong with the support of local employees. For these
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reasons and that the sales of wafers from the Shanghai Subsidiaries to Comtec Solar (HK) are, like the
sales of wafers from the Shanghai Subsidiaries to the Relevant Business, export sales, the arrangement
described above in relation to the expedition of customs clearance, the exemption of customs duty and
quick settlement with suppliers and customers is therefore not affected by the cessation of the business

operation of Comtec Ltd.
(1)  Acquisition of Comtec Solar (Jiangxi)

Pursuant to our plans to expand our production capacity in 2010, an equity transfer agreement
dated 9 May 2008 (the “Equity Transfer Agreement”) was entered into between Comtec Solar (HK) and
HK Truecolor Technological Industry Limited, an Independent Third Party, Comtec Solar (HK) agreed
to acquire from HK Truecolor Technological Industry Limited the entire equity interest in HK Truecolor
Technologyical Industry Limited (Nanchang) (¥ (F 2)FHEEH AR /A F]) (the former name of
Comtec Solar (Jiangxi)) for a cash consideration of RMB136,000, which was determined by arm’s
length negotiations taking into account the time and resources which would otherwise be required to
set up a similar entity serving the same purposes. To the best knowledge of the Company, Comtec Solar
(Jiangxi) was entitled under its then existing business licence, issued in its former name, to conduct the
business of manufacture, sale and repair of computer and other related products. To our Directors’ best
knowledge based on the representation by HK Truecolor Technological Industry Limited and its
shareholders, during the period from its establishment until prior to its acquisition by our Group,
Comtec Solar (Jiangxi) has only been engaged in the business of trading of an immaterial volume of
ink cartridges. Immediately prior to its acquisition by Comtec Solar (HK), Comtec Solar (Jiangxi) has
ceased to carry on such business activities which are no longer relevant to its principal activities after
the acquisition. According to the approval certificate issued by the People’s Government of Jiangxi
Province on 29 May 2008 and the business licence issued by Nanchang Administration of Industry and
Commerce on 2 June 2008, the business scope of Comtec Solar (Jiangxi) has been changed to
manufacture and develop solar power and semiconductor materials (subject to licence if so required by
the PRC laws and regulations). Our Directors confirm that the current operations as conducted by
Comtec Solar (Jiangxi) are not related to activities which would require specific permit, approval or
licence from the PRC Government. Our PRC legal advisers, Commerce & Finance Law Offices, advise
that (i) the acquisition of Comtec Solar (Jiangxi) has obtained all the approvals and licences required
under the PRC laws and regulations, (ii) Comtec Solar (Jiangxi) is legally authorised to operate within
the renewed business scope, and (iii) Comtec Solar (Jiangxi) does not have to apply for other permits,

approvals or licences for its current operation.

The assets of Comtec Solar (Jiangxi) at the closing of the acquisition composed of certain
equipment, which we determined that their fair value was nil because we were unable to utilise such
equipment in our solar wafer business and they represented no value to our Company. These assets were
therefore written off at closing of the acquisition. Further, all receivables of Comtec Solar (Jiangxi)
were determined to be uncollectible. All liabilities of Comtec Solar (Jiangxi) were fully borne by the
vender and thus there were no recorded liabilities on the financial statements of Comtec Solar (Jiangxi)
at the closing of the acquisition. The consideration for the acquisition was RMB 136,000, which mainly
represents the registered capital of Comtec Solar (Jiangxi). Acquiring Comtec Solar (Jiangxi) was also
advantageous to our Group as it has been duly and legally established, allowing us to expedite our
expansion in the Nanchang Economy and Technological Development Zone.
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Comtec Solar (Jiangxi) was acquired as a potential new business vehicle to implement our
production capacity expansion plan because it is established in Jiangxi province and thus is eligible to
operate in the Nanchang Economy and Technological Development Zone, which we believe would offer
us with well-equipped infrastructure and certain potential economic benefits in the form of favourable
operating cost due to the fact that a sea, land and air transportation network has been developed in the
area, and abundant power resources, water resources, telecommunication resources and human
resources with relatively lower costs can be provided. Acquiring Comtec Solar (Jiangxi) was also
advantageous to our Group as it has been duly and legally established, allowing us to expedite our
expansion in the Nanchang Economy and Technological Development Zone and secure the benefits. In
order to satisfy the terms of this equity transfer agreement, both parties must ensure that approvals for
the establishment of HK Truecolor Technologyical Industry Limited (Nanchang) have been obtained
from the relevant authorities and the transfer of ownership has been effected. We are also in the process
of exploring location other than Jiangxi province, such as Nanhui, Shanghai, to implement our
production capacity expansion plan. Unless our Group identified a more favourable alternative location
by the end of November 2009, we will implement our production capacity expansion to 504 MW in
Nanchang Economy and Technological Development Zone, Jiangxi, PRC and Comtec Solar (Jiangxi)
will commence its principal activity of the manufacturing of monocrystalline solar ingots and wafers.
Otherwise, we will implement our production capacity expansion plan in such more favourable
alternative location and Comtec Solar (Jiangxi) will be dissolved and any asset of Comtec Solar
(Jiangxi) will be liquidated with proceeds distributed to Comtec Solar (HK), its sole shareholder, in

accordance with PRC law.

The risk exposure for our acquisition of Comtec Solar (Jiangxi) is limited to its invested capital,
namely its registered capital at the time of the acquisition and our subsequent capital injections. HK
Truecolor Technological Industry Limited represented to us that that there were no known liabilities as
of the date of our acquisition. In addition, there were no recorded liabilities and contingent liabilities
on the financial statements of Comtec Solar (Jiangxi) at the time of our acquisition. In order to protect
our shareholder’s interest, we have obtained a deed of confirmation on 18 June 2008 from HK
Truecolor Technological Industry Limited, its sole shareholder and directors (the “Warrantors”), which
provides certain additional representations, warranties and indemnities in our favour against
undisclosed liabilities of Comtec Solar (Jiangxi). In addition, Mr. Zhang, our Controlling Shareholder,
has agreed to provide us with a personal guarantee and indemnity, under which Mr. Zhang would
irrevocably indemnify our Group on demand against all losses, liabilities, damages, costs and expenses
whatsoever arising out of any failure by the Warrantors in the due and punctual performance and

observance of their obligations under the Deed.

On 2 June 2008, the registered capital of Comtec Solar (Jiangxi) was increased from HK$500,000
to US$30 million. According to the capital verification report in respect of Comtec Solar (Jiangxi)
issued in July 2008, 20% of the increased registered capital was paid up and the due date of full
payment of the increased registered capital of Comtec Solar (Jiangxi) will be 1 June 2010. As confirmed
by our PRC legal advisers, Commerce and Finance Law Offices, the payment of the increased
registered capital is within the required timeframe under the PRC laws and regulations. For further
information on such acquisition, please refer to the section headed “Business — Production —

Manufacturing facilities — Planned expansion” in this prospectus.
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(m) Further investment by CMTF

On 30 March 2009, the authorised share capital of our Company was further increased to
HK$1,026,000 by the creation of 14,000,000 preferred shares of HK$0.001 each, all of which were
designated as Series A Shares. Pursuant to a supplemental subscription agreement entered into between
our Company and CMTF dated 30 March 2009, our Company allotted and issued an additional
13,587,494 Series A Shares to CMTF credited as fully paid by the capitalisation of HK$13,587.49

standing to the credit of the share premium account of our Company.

On 25 September 2009, the 24,799,513 Series A Shares held by CMTF were converted to

24,799,513 ordinary Shares of our Company on the basis of one Series A Share for one Share.
(n) Reclassification, redesignation and increase in authorized share capital of the Company

On 2 October 2009, the authorised share capital of the Company of HK$1,026,000 divided into
1,000,000,000 Shares of par value HK$0.001 each and 26,000,000 Series A Preferred Shares of
HK$0.001 par value each was reclassified and redesignated to 1,026,000,000 Shares of par value
HK$0.001 each. On the same date, the authorized share capital was further increased to HK$7,600,000
by the creation of an additional 6,574,000,000 Shares of par value HK$0.001 each.

(o) Capitalisation Issue

Conditional on our share premium account being credited as a result of the Global Offering, the
sum of HK$449,488.25 will be capitalised and apply in paying up in full at par 338,037,844,
59,829,706, 37,093,690, 5,799,081, 4,363,964, 4,363,964 Shares to Fonty, J.P. Morgan Trust Company
of Delaware as trustee for JZ GRAT, CMTF, Mr. Chau Kwok Keung, Ms. Jane Wu and Mr. James J.
Wang, respectively, and such Shares to be allotted and issued shall rank pari passu in all respects with

the then existing issued Shares of our Company.

For further details regarding the Corporate Reorganisation, please refer to the section “Statutory

and General Information — Corporate Reorganisation” in Appendix VI to this prospectus.

According to the requirements of the SAFE Notice, PRC domestic residents must register with
local branches of SAFE before establishing or controlling special purpose vehicles that are established
outside of the PRC for capital financing purpose. As confirmed by Mr. Zhang, he has no permanent
residence in the PRC, does not hold any domestic interest of enterprises established within the PRC,
since Comtec Solar, Comtec Semi and Comtec Electronics are incorporated as wholly foreign- owned
companies, and became a U.S. national before investing in the PRC, therefore, our PRC legal advisers,
Commerce & Finance Law Offices, advise that Mr. Zhang, who is the Controlling Shareholder of our
Company will not be regarded as a “Domestic Resident Natural Person” and accordingly the SAFE
Notice does not apply to the holding of interests by Mr. Zhang in our subsidiaries established outside
of the PRC.
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On 8 August 2006, six PRC ministries, including the Ministry of Commerce and the CSRC,
promulgated <BJAZME & 1 ST N4 ZERYHLE ) (The Provisions on the Acquisition of Domestic
Enterprises by Foreign Investors) (the “M&A Provisions”), which became effective on 8 September
2006. Article 40 of the M&A Provisions requires that an offshore special-purpose vehicle formed for
the purposes of an offshore listing and controlled directly or indirectly by PRC domestic companies or
individuals, shall obtain CSRC approval prior to the listing and trading of the securities of such offshore
special-purpose vehicle on an overseas stock exchange. The term “special-purpose vehicle” in the
M&A Provisions refers to an overseas company directly or indirectly controlled by PRC companies or
individuals for the purpose of overseas listing of the securities of the domestic company held by such
overseas company. Our PRC legal advisers, Commerce & Finance Law Offices, have advised us that
the M&A Provisions do not apply to the Listing because in our case, our Shareholders are not PRC
domestic companies or individuals and thus our Company will not fall under the definition of
special-purpose vehicle as defined under the M&A Provisions. Therefore, the Listing does not require
the approval of CSRC and any other PRC Governmental authorities under current PRC laws,

regulations and rules.

Our PRC legal advisers, Commerce & Finance Law Offices, have confirmed that we and our
Controlling Shareholders have obtained all approvals and permits required under PRC laws and
regulations in connection with each stage of the Corporate Reorganisation, and have complied with all
the relevant rules and regulations in respect of the Corporate Reorganisation and Listing.

CORPORATE STRUCTURE UPON LISTING

The following diagram sets out our corporate structure immediately after the Corporate Reorganisation,

the Global Offering (assuming the Over-allotment Option is not exercised) and the Capitalisation Issue:
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Notes:

Mr. Zhang will beneficially own approximately 66.4% of our Company’s total issued share capital, which he will indirectly hold
as to approximately 56.4% through an investment vehicle Fonty and as to approximately 10.0% through JZ GRAT. J.P. Morgan
Trust Company of Delaware, as trustee of JZ GRAT, own and control 10.0% of our Company’s total issued share capital and
entitles to vote at a general meeting of our Company. Mr. Zhang, our largest shareholder, is a U.S. citizen. He was brought up
and lived in the PRC. Mr. Zhang lived in the U.S. from 1985 to 1999. He has never been a full time government official, or a

full time employee of a state or government owned or operated entity.

Mr. Chau Kwok Keung has been granted a total of 3,877,058 restricted Shares pursuant to a written resolutions of the
Shareholders dated 2 June 2008 and 3 August 2009, and became a shareholder of our Company on 2 June 2008. For details of
the grant, please refer to the paragraph headed “Further information about the Directors — Restricted Share grant to Director”
in Appendix VI to this prospectus. Mr. Chau Kwok Keung will not be treated as a member of the public for the purpose of

satisfying the minimum public float requirement under the Listing Rules.

Mr. James J. Wang has been granted a total of 2,917,590 restricted Shares pursuant to a written resolutions of the Shareholders
dated 3 August 2009, and became a shareholder of our Company on 3 August 2009. For details of the grant, please refer to the
paragraph headed “Restricted Shares grant to Senior Management” in Appendix VI to this prospectus. Mr. James J. Wang will
not be treated as a member of the public for the purpose of satisfying the minimum public float requirement under the Listing

Rules.

Ms. Jane Wu has been granted a total of 2,917,590 restricted Shares pursuant to a written resolutions of the Shareholders dated
3 August 2009, and became a shareholder of our Company on 3 August 2009. For details of the grant, please refer to the paragraph
headed “Restricted Shares grant to Senior Management” in Appendix VI to this prospectus. Ms. Jane Wu will not be treated as
a member of the public for the purpose of satisfying the minimum public float requirement under the Listing Rules.

CMTF will be treated as a member of the public for the purpose of satisfying the minimum public float requirement under the
Listing Rules. For details regarding investment by CMTF, please refer to the section headed “Corporate Investor” in this
prospectus.

As at the Latest Practicable Date, Comtec Solar and Comtec Semi are the principal operating subsidiaries of our Group. The
principal business of Comtec Semi is the manufacturing and sales of semiconductor ingots and wafers. The principal business
of Comtec Solar is the production of monocrystalline solar ingots and wafers. Comtec Solar (Jiangxi) is in the process of

preparation and has not commenced production as at the Latest Practicable Date.
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OVERVIEW

We are a monocrystalline solar ingot and wafer manufacturer based in the PRC focusing on the design,
development, manufacturing and marketing of high quality monocrystalline solar wafers. Solar wafers are the
primary components of solar cells, which are devices capable of converting sunlight to electricity. The quality
of the solar wafer used to produce a solar cell will largely determine the conversion efficiency rate of that
solar cell. The quality of the solar cells used to produce a solar module will then determine the conversion
efficiency rate of that solar module. Data from our customers which was obtained in 2009 indicates that the
conversion efficiency rates of solar cells achieved in 2008 which were manufactured using our
monocrystalline solar wafers were in the range of 17% to 18%. We believe we were one of the first solar
wafer manufacturers in the PRC that are able to produce 156 mm by 156 mm monocrystalline solar wafers
in large scale as well as one of the first solar wafer manufacturers in the PRC that are able to manufacture
monocrystalline solar wafers with a thickness of approximately 170 microns in large scale, based on feedback
from our top 10 cell-manufacturing customers. While we market most of our solar wafers to leading
PRC-based solar cell manufacturers, we also market our solar products to customers in Germany, Taiwan,
Thailand, Singapore, Canada, USA and India.

Our focus on monocrystalline solar wafers allows us to concentrate on the design, development,
manufacturing and marketing of high quality monocrystalline solar wafers and not on other aspects of the
solar products value chain. We are therefore able to fully exploit our origin as a manufacturer of
semiconductor wafers and concentrate our resources on enhancing the quality of our solar products and
developing new and innovative solar wafers. Our research and development capabilities, together with our
semiconductor wafer manufacturing experience, have resulted in proprietary ingot growing and slicing
processes and improved energy use. As we believe that long-term success in the solar power industry will
depend largely on product quality and achieving superior manufacturing processes, we will dedicate
significant resources to research and development.

We believe that our focus on solar wafer production also has allowed us to develop strong relationships
with our customers (most of whom are manufacturers of solar cells) and polysilicon suppliers. That we pose
virtually no conflict of interest to their businesses, we believe, has encouraged them to work closely with us
to improve technology, and enhance our and their expertise in the respective sectors of the solar power

industry value chain through mutual feedback on a wide range of subjects.

We currently manufacture monocrystalline solar wafers primarily using solar-grade virgin polysilicon.
We currently procure our virgin polysilicon primarily from our overseas suppliers through long-term supply
contracts and the spot market. In addition, a portion of our virgin polysilicon is sourced from certain of our
customers who sell us polysilicon feedstock. In light of the fluctuation in polysilicon prices since the fourth
quarter of 2008, we generally minimise our polysilicon inventory and would only stock up to take advantage
of attractive offers for the purchase of polysilicon. Our strong relationships with various suppliers of high
quality polysilicon feedstock have allowed us to manage our raw materials procurement effectively. Based
on our actual and planned production capacity as well as our estimated shipment volume, we believe that our
inventory of polysilicon, together with expected deliveries from committed supply contracts, are estimated
to be sufficient for 88% of our estimated polysilicon requirements from the Latest Practicable Date until the

end of 2009 and approximately 13% of our estimated requirements for 2010.
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We have increased our production capacity steadily since 2004, when we first began producing solar
products. Our production capacity increased to 55 MW by the end of 2007 from 9 MW at the end of 2006,
on an annualised basis. We have acquired land adjacent to one of our existing Nanhui plants for the expansion
of our annual production capacity to 200 MW. The construction of the building for our production capacity
expansion to 200 MW was substantially completed in December 2008 and installation of production
equipment for the capacity expansion to 200 MW is expected to be completed by the end of November 2009.
We plan to further expand our production capacity to 504 MW by the end of June 2010. The ramp-up for our
production capacity expansion to 504 MW is expected to begin in March 2010. The increased capacity will
be allocated to the production of solar wafers and solar ingots. The projected amount of capital expenditure
to expand our annual production capacity to 200 MW and 504 MW are RMB260.0 million and RMB410.8
million, respectively. We will finance these expansions using our cash flows from operations, bank loans and
proceeds from the Global Offering. We believe that by increasing our production capacity, we will be able

to reduce unit production costs further and compete more effectively.

Our revenues for each of the three years ended 31 December 2008 and the six months ended 30 June
2009 were RMB135.4 million, RMB349.1 million, RMB762.1 million and RMB184.3 million, respectively.
Our net profit increased by 131.0%, from RMB63.8 million for 2006 to RMB147.4 million for the year ended
31 December 2007. Due to the deteriorated market conditions following the financial crisis in the fourth
quarter of 2008, our net profit decreased by 10.8%, from RMB147.4 million for the year ended 31 December
2007 to RMB131.5 million for the year ended 31 December 2008. Our net profit further decreased to RMB4.4
million for the six months ended 30 June 2009, compared to RMB128.4 million for the six months ended
30 June 2008.

Despite the impact of the global economic downturn on the solar power industry since the fourth quarter
of 2008, we believe that our operating environment is improving as our sales volume and revenue continue
to improve since the six months ended 30 June 2009. Our sales volume for the two months ended 31 August
2009 was 11.6 MW, representing an average monthly sales volume of 5.8 MW, which was approximately
34.9% higher than our average monthly sales volume of approximately 4.3 MW for the six months ended
30 June 2009. Based on our management accounts, which are not reviewed or audited by our reporting
accountants, our unaudited revenue for the two months ended 31 August 2009 was RMB69.0 million,
representing an average monthly unaudited revenue of RMB34.5 million, which was approximately 12.4%
higher than our average monthly revenue of approximately RMB30.7 million for the six months ended
30 June 2009. Similarly, our average monthly sales volume for the two months ended 31 August 2008 was
30.0% higher than our average monthly sales volume for the six months ended 30 June 2008. However, the
increase in average monthly sales volume for the two periods are attributed to different reasons. The increase
in our average monthly sales volume for the two months ended 31 August 2008 was attributable to the
decrease in our utilisation rate during the six months ended 30 June 2008, whereas, the increase in our
average monthly sales volume for the two months ended 31 August 2009 was attributable to an increase in
our sales volume. Please refer to the section headed “Financial Information” of this prospectus for more

details. However we cannot assure you that such increases represent a trend which will continue in the future.
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OUR STRENGTHS
We believe that our key competitive strengths are:

One of the leaders in product quality and production technologies among monocrystalline solar wafer
manufacturers in the PRC

We believe that enabling our customers to produce solar cells with high conversion efficiencies is a key
differentiator relative to our competitors. We work closely with our customers to develop our solar wafer
products which we believe are suited for high-end applications requiring high quality solar products. Our
ability to manufacture high quality monocrystalline solar wafers in terms of industry metrics, including
conversion efficiency, size and thickness of wafers, affords us many competitive advantages, including
market differentiation and higher barriers to entry.

We believe that our origins as a manufacturer of semiconductor wafers and ingots since 1999 provides
us with a strong technical background which we have been able to utilise to help us attain high quality
standards in the production of monocrystalline solar wafers within a relatively short amount of time. The
manufacture of solar wafers and semiconductor wafers is similar in many respects, including the processing
involved in growing ingots and slicing wafers, which are generally understood in the industry as being some
of the most critical aspects of both solar wafer and semiconductor wafer manufacturing. The production of
semiconductor wafers and ingots and solar wafers and ingots is highly compatible in terms of equipment and
machinery used. The main difference between the production of solar wafers and semiconductor wafers is
that since solar wafers must be in a square shape whilst semiconductor wafers are in a round shape, only the
production of solar wafers requires the use of a shaping machine. As the manufacture of semiconductor
wafers requires greater technical precision than the manufacture of solar wafers, technical expertise gained
from the manufacture of semiconductor wafers is easily transferable to the manufacture of solar wafers. Led
by Mr. Shi Cheng Qi, our CTO, who has over 30 years of semiconductor, solar and materials expertise, our
design and development capabilities and manufacturing process expertise allow us to produce products and
develop processes that enable us to manufacture solar wafers with some of the highest quality metrics in the
industry. In addition, our focus on monocrystalline solar wafers allows us to concentrate our resources on
enhancing the quality of our solar products and developing new and innovative solar wafers. For example:

° Data from our customers which was obtained in 2009 indicates that the conversion efficiency rate
of solar cells achieved in 2008 which were manufactured using our monocrystalline solar wafers
were in the range of 17% to 18%.

° We believe we are one of the first PRC-based manufacturers producing 156 mm by 156 mm
monocrystalline solar wafers in large scale. Since the effective area per wafer is larger for larger
wafers, more electricity can be generated per wafer for larger wafers than smaller wafers. As
wafers are priced in Watt, customers tend to purchase larger wafers at a higher price per wafer.

° We believe we are one of the first PRC-based solar wafer manufacturers producing
monocrystalline solar wafers with a thickness of approximately 170 microns in large scale.
Thinner wafers require less raw materials to produce and result in higher production yields.
However, the thickness of wafers generally has no direct implication to the end users of solar
products.
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° We have the technical capabilities and equipment that enable us to pull monocrystalline solar
ingots with a uniform crystal structure that are up to 2.0 metres long for producing 125 mm by
125 mm wafers and up to 1.6 metres long for producing 156 mm by 156 mm wafers.

° We believe we are currently one of the few solar wafer manufacturers in the PRC using a Meyer
Burger inner diameter cropping saw to cut ingots, which results in reduced kerf loss and higher
production yield.

° We currently manufacture N-type solar ingots. The production of N-type ingots is more
complicated than P-type ingots in that it is more difficult to control the resistivity range in N-type
ingots. Solar products manufactured from N-type ingots can generate energy more efficiently than
those manufactured from P-type ingots as the conversion efficiency rate of N-type ingots is higher
than that of P-type ingots. During the Track Record Period, we sold our N-type solar ingots
indirectly to a Japanese company through an intermediary. For each of the three years ended 31
December 2008 and the six months ended 30 June 2009, sales of our N-type solar ingots
amounted to RMB11.5 million, RMB6.3 million, RMB22.2 million and nil, respectively and
accounted for approximately 8.5%, 1.8%, 2.9% and nil of our total revenues during the relevant
period, respectively. We currently sell a small quantity of wafers made from N-type solar ingots
to a customer based in the PRC.

We seek to continually expand our technological advantages through research and development
activities and continued efforts to refine our production expertise. We have established a strategic
development relationship with Topsola to further expand our technical capabilities in designing, developing
and manufacturing solar wafers. On 29 February 2008, we entered into a technical support services
agreement with Topsola for a term of four years, commencing from 1 January 2007 and ending on 31
December 2010. The purpose of such technical support services agreement is to formalise the arrangement
of the parties to cooperate and improve the conversion efficiency rate of wafers used in solar cell production.
Topsola would provide us with feedback on product specifications and both parties have the obligation to
keep all technical information obtained during the term of cooperation strictly confidential. We have not
incurred and will not incur any specific development costs, and have not developed and will not develop any
intellectual property rights, in connection with this cooperation arrangement. We completed the development
of 210 mm by 210 mm monocrystalline solar wafer ready for large-scale commercial production in December
2008.

Cost-effective and efficient manufacturing model

We believe we are a cost-effective and efficient manufacturer of high quality monocrystalline solar
wafers. Drawing on our in-house research and development capabilities and semiconductor wafer production
expertise, we have been able to implement cost reduction measures and to develop proprietary processing
technologies. We believe we achieve high production yields due to our proprietary expertise in the ingot
pulling process, as well as the complete graphite thermal isolation structure called hot zone systems
developed by us based on our experience in the semiconductor industry. We have also implemented specially
designed harmonic-wave compensators to significantly reduce our power consumption during ingot
production.

Additionally, we have implemented measures to manage polysilicon consumption which help further

reduce costs and increase efficiency. For instance, we recycle polysilicon generated during the manufacturing
process and utilise wire ingot squaring and wafer slicing machines, which has resulted in higher yields and
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significant savings through reduction of polysilicon wastage and kerf loss. We also use semi-automated wafer
cleaning and sorting equipment, which improves sorting efficiency and reduces breakage, and employ
semi-automated process control equipment and remote surveillance monitors in our operations. Our cost
efficiency measures also include reducing the thickness of wafers and employing advanced semi-automated
equipment from international and reputable vendors. We believe that these measures help our Group to keep
our cost of sales low. Our Directors consider that these measures are effective and adequate as our weight
per wafer had been decreasing from 2006 to 2008, indicating that our consumption of polysilicon per Watt
has been reducing. On a sample basis, our weight per 125 mm by 125 mm wafer was approximately 8.2g,
7.5g, 6.2g and 6.5g for each of the three years ended 31 December 2008 and the six months ended 30 June
2009, respectively, and our weight per 156 mm by 156 mm wafer was approximately 11.5g, 10.3g and 10.3g
in 2007, 2008 and the first half of 2009, respectively. Our weight per 125mm by 125mm wafer increased in
the first half of 2009 because the market demand of our solar wafer products was temporarily affected as a
result of the financial crisis in the end of 2008 and our customers took advantage of the sudden change in
market conditions and demanded thicker wafers, which could lower the breakage during their manufacturing
process. Although we were not under any pre-existing contractual obligation to supply thicker wafers to our
customers, we agreed to do so in order to maintain good business relationships with them and to maintain
our competitive position in the market. The cost of polysilicon is a major component of our cost of sales.
Reducing the thickness of wafers will result in reducing the quantity of polysilicon required for production
of wafers, and hence reduce our total cost of sales. We believe that after the stabilization of the prices of solar
wafers and polysilicon as well as the market demand in the solar power industry in the long run, our
customers will be willing to accept thinner wafers as a way to further improve their cost effectiveness of the
manufacture of solar products. According to Solarbuzz, the average thickness of wafers has been reduced
from 250 um in 2004 to 190 um in 2008, with silicon consumption reduced from 12g/Wp to 8.2g/Wp.
Moreover, according to our interpretation of the analysis conducted by PHOTON Consulting in its report,
Solar Annual 2008: Four Peaks, Page 113, they expect that wafer thickness will be in a decreasing trend in
the future, which will decrease average polysilicon costs of solar cells.

All of our solar products are currently manufactured in two manufacturing facilities, which are located
in Nanhui District, which is approximately 50 km to the southeast of the city centre of Shanghai in the PRC.
One of the manufacturing facilities is located in the industrial zone of Nanhui. We utilise equipment from
well-known and reliable solar equipment vendors including Meyer Burger, HCT Shaping and Ferrotec, with
whom we began our business relationship since 2005, 2006 and 2006 respectively. While there are other
suppliers of similar equipment in China, the quality and prices of their product offering are in most cases not
comparable to those of these three suppliers. In addition, each of these three suppliers carries an outstanding
reputation in the industry with respect to their products and services, which is also an important factor we
consider when sourcing our equipment supplies other than price and quality. These equipment offer increased
automation and production efficiencies. For example, we are able to load our pullers with a larger polysilicon
charge, which allows us to enjoy greater manufacturing efficiency by decreasing the number of times that
pullers must be stopped to be charged with polysilicon. On the other hand, our technical expertise has enabled
us to achieve similar production yield in our squaring process by using squarers manufactured by suppliers
based in the PRC, compared to squarers manufactured by the overseas solar equipment vendors as mentioned
above. As such, we have sourced some squarers from certain local suppliers, which has allowed us to enjoy
lower equipment procurement costs. We continue to look for suitable equipment suppliers based in the PRC

to further reduce our equipment procurement costs.
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Strong relationships with suppliers and customers

We have established strong relationships with numerous suppliers of high quality virgin polysilicon
feedstock. We have an average of approximately four years of relationships with our major suppliers. We
have been able to rely on these relationships to provide us with a stable supply of polysilicon feedstock to
meet our current production requirements. We did not experience any material shortage of polysilicon during
the Track Record Period.

The strength of our relationships with long-term suppliers allows us to manage our raw materials
procurement effectively and to mitigate our exposure to the significant price volatility of polysilicon. We
have been able to negotiate a variety of long and short-term supply contracts as well as spot market
agreements at discounted prices with our suppliers. Some of our customers also supply us with polysilicon
feedstock. We have a strong relationship with Major International Supplier A of polysilicon, which has sold
us polysilicon both through long-term contracts and through the spot market. We have also entered into a
long-term virgin polysilicon supply contract with Major International Supplier B pursuant to which we expect
to receive virgin polysilicon supply from 2009 through 2015, and were able to renegotiate and conclude
certain amendments to the terms of this contract in response to the recent changes in market conditions. We
also entered into two short-term virgin polysilicon supply agreements with Major International Supplier B in
July 2009 (one of which was amended in August 2009), pursuant to which we have begun receiving virgin
polysilicon to meet a part of our virgin polysilicon requirements for 2009. In light of the fluctuation in
polysilicons prices since the fourth quarter of 2008, we generally minimise the level of our inventory of
polysilicon and would only stock up to take advantage of attractive offers for the purchase of polysilicon. As
at the Latest Practicable Date, based our actual and planned production capacity as well as our estimated
shipment volume, we have secured approximately 88% and 13% of our expected polysilicon requirements for
2009 and 2010, respectively.

We have also established a number of long-term relationships with key customers in the solar power
industry. Our existing customer base includes major international solar power companies such as Suntech,
Topsola, Jiangyin Jetion, JA Solar and Sunergy. For each of the three years ended 31 December 2008 and the
six months ended 30 June 2009, these customers contributed to approximately 44.3%, 71.7%, 47.7% and
26.3% of our Group’s total sales. We believe our strong customer base will provide us with the critical
support necessary for further expanding our business and ensure that we are well-positioned to capture future
growth opportunities in the solar power industry. We have an average of approximately two to three years
of relationships with our major customers. As part of our efforts to strengthen strategic partnerships with our
customers, we also provide key customers with solar ingot and wafer processing services as ancillary services
to them.

Experienced management team

Our management team led by Mr. Zhang, our founder, CEO and chairman, has a proven track record
in the monocrystalline solar wafer and semiconductor wafer industries. Our core senior management
members include Mr. Zhang, Mr. Shi Cheng Qi, our CTO, Mr. Chau Kwok Keung, our CFO, Mr. James J.
Wang, our COO, and Ms. Jane Wu, our President of Global Operation. Mr. Zhang has over ten years of
experience in the semiconductor and solar industries. Mr. Shi Cheng Qi has over 30 years of experience in
semiconductor, solar and materials engineering. Mr. Chau Kwok Keung is a fellow member of the Hong
Kong Institute of Certified Public Accountants and a Chartered Financial Analyst and has extensive
experience working with publicly listed companies. Mr. James J. Wang has over 10 years of experience
working in senior management positions at various companies, including solar cell and semiconductor
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manufacturers. Ms. Jane Wu, our President of Global Operation, has more than 15 years of experience in
business development in the semiconductor industry. Members of our management team have successfully
managed our rapid growth, including the rapid capacity expansion of our manufacturing operations from 9
MW in 2006 to 55 MW in 2007.

OUR STRATEGIES

Our objective is to maintain our market position as a leader in the design, development, manufacturing
and marketing of high quality monocrystalline solar wafers. We believe we will be well-positioned to achieve
this objective by implementing the following strategies:

Continued focus on manufacturing high quality monocrystalline solar wafers

One of our key strategies is to differentiate ourselves as one of the leading manufacturers of high
quality monocrystalline solar wafers in the PRC. We believe the segment of the solar wafer industry that is
focused on high quality will enjoy substantial growth and a higher degree of protection from new entrants
due to higher barriers to entry. We anticipate significant demand for 156 mm by 156 mm solar wafers in the
PRC market and therefore intend to focus on producing those products in the short-term, while continuing
to develop even larger wafers, such as 210 mm by 210 mm wafers which we have completed the development
phase in December 2008. We will rely on our strong research and development capabilities to continue to
develop high quality and larger wafers, which, we believe, will help enhance our reputation in product
innovation within the PRC market.

Expand our production capacity while maintaining a low cost production structure

In order to meet the anticipated growth in demand for our solar products, we plan to significantly
expand our production capacity from 55 MW to 200 MW by the end of November 2009 and to 504 MW by
the end of June 2010. We believe that it is important to keep pace with the general growth of the industry
to be able to increase our market share and remain competitive. We believe that increased production scale
will enable us to achieve greater economies of scale. For details on our capacity expansion plans, please refer
to the paragraph headed “Business — Our Products — Production — Manufacturing facilities”.

We will strive to maintain our low cost structure by purchasing some of our manufacturing equipment
from local suppliers in implementing our expansion plans. We have executed purchase agreements with
Nissin, a PRC-based equipment manufacturer for the purchase of four squarers. Sourcing equipment from
PRC-based equipment manufacturers, such as Nissin, provides us with the added benefit of having access to
replacement parts and technical support services at both lower costs and with shorter lead times. We will also
strive to increase the level of automation in our manufacturing process, which will reduce human error and
result in increased production efficiencies, and contribute to maintaining a low cost structure.

We also plan to maintain our cost efficiency measures, including reducing the thickness of wafers and
recycling the materials generated during the production process. Our Directors consider that these measures
are effective and adequate as our thickness per wafer has been decreasing, indicating that our consumption
of polysilicon per Watt has been reducing. The thickness of our 125 mm by 125 mm wafers ranged from
210 pm to 270 pm, 185 wm to 225 pm, 170 pm to 210 pwm and 180 pm to 220 wm for each of the three
years ended 31 December 2008 and the six months ended 30 June 2009 respectively. The thickness of our
156 mm by 156 mm wafers ranged from 185 pm to 225 wm, 180 wm to 220 uwm and 180 pm to 220 wm in
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2007, 2008 and the six months ended 30 June 2009, respectively. Despite our technical capabilities in
producing wafers thinner than those we produced during the six months ended 30 June 2009, thickness of our
wafers increased during this period because our customers took advantage of their increased bargaining

power in the deteriorated market conditions to demand thicker wafers.

Improve manufacturing efficiency through continuous process innovation

We plan to devote substantial resources to research and development in order to enhance our
manufacturing processes, reduce our production costs, and improve our product quality and performance. We
believe these efforts, combined with the industry experience of our management team, will enable us to

continue to improve production efficiencies and enhance product quality. We intend to focus on the following

priorities:
° improve production yields by researching new processes for slicing thinner solar wafers by using
thinner wires to reduce kerf loss;
° improve production yields of the manufacture of square wafers;

° improve ingot pulling technology by using semiconductor processes to manufacture higher

efficiency solar wafers;

° design an improved hot zone structure to further lower energy consumption during the ingot

pulling process;

° design new ingot-holding fixtures for loading longer ingots to increase production efficiencies by

reducing down-time between ingots;

° continue in-house customisation of manufacturing equipment to enhance their performance and

tailor them to our customers’ requirements; and

° continue to invest in our research and development team by hiring talented personnel.

Procure sufficient supplies of quality polysilicon at favourable prices

In order to ensure steady supplies of quality polysilicon on favourable pricing terms, we intend to
continue utilising a multi-strategy procurement approach that balances the pricing benefits offered by
long-term supply agreements with the flexibility offered by spot purchases, short-term supply agreements and
polysilicon purchases from our wafer customers. To ensure a successful implementation of this strategy, we
will develop strategic alliances with key suppliers, continue to maintain existing relationships and expand our
network of suppliers to include, among others, emerging PRC suppliers who are able to provide us with high
quality polysilicon. For information on our supply agreements with raw materials suppliers, please refer to

the paragraph headed “Business — Raw Materials and Consumables — Materials — Polysilicon”.
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Continue to grow our existing PRC customer base and develop new customer relationships both locally
and abroad

The PRC has historically been our key target market due to the location of many leading solar cell and
module manufacturers in the PRC. We plan to strengthen our existing customer relationships by continuing
to deliver high quality monocrystalline solar wafers at competitive prices and in a timely manner. We also
intend to expand our research and development collaborations with our customers to better understand and

meet their technical requirements.

We believe it is also important to diversify our customer base to minimise revenue concentration in
terms of the number of customers as well as the geographic focus of our sales. We have been able to gradually
increase the number of customers we serve, as well as the geographic markets we reach, over the Track
Record Period. Our solar products are currently sold to the PRC, Germany, Taiwan, Thailand, Singapore,
Canada, USA and India. To further our diversification strategy, we will also seek new relationships with
leading solar cell manufacturers, both locally and abroad. To assist in expanding our customer base, we will
attend solar power trade shows and conferences to showcase our solar products. Our sales and marketing
employees will make direct contact with potential customers to promote our expertise in wafer production
and we will also make use of verbal referrals from our polysilicon suppliers to develop new customer
relationships. In addition, we plan to further develop our customer base in USA in particular, through our
President of Global Operations, Ms. Jane Wu. For more details of our efforts to strengthen our sales and
marketing efforts in order to support our production capacity expansion plan, please refer to the paragraph
headed “Sales and Marketing — Marketing”.

OUR PRODUCTS

We primarily design, develop, manufacture and market high quality monocrystalline solar wafers, as
measured by key industry metrics of conversion efficiency, size and thickness of wafers. Solar wafers are the
primary components of solar cells, which are devices capable of converting sunlight to electricity. We have
focused on the production of solar products since 2004 and have accumulated extensive experience and
expertise in monocrystalline technologies. We principally manufacture monocrystalline solar wafers in the
125 mm by 125 mm and 156 mm by 156 mm sizes. We believe we are one of the first PRC-based solar wafer
manufacturers to produce 156 mm by 156 mm monocrystalline solar wafers in large scale, as well as one of
the first solar wafer manufacturers in the PRC that are able to manufacture solar wafers with a thickness of
approximately 170 microns in large scale. We completed the development of 210 mm by 210 mm

monocrystalline solar wafers ready for large scale commercial production in December 2008.

The conversion efficiency rate of a solar module is determined by the quality of the solar cells used to
produce that solar module. The conversion efficiency rate of a solar cell is largely determined by the quality
of the solar wafer used to produce that solar cell. Data from our customers which was obtained in 2009
indicates that the conversion efficiency rate of solar cells achieved in 2008 which were manufactured using
our monocrystalline solar wafers were in the range of 17% to 18%. A high conversion efficiency rate means
that a lower number of solar cells is required to produce the same amount of electric power than would be
required by solar cells made using less efficient solar wafers. This becomes increasingly important when
there is limited space available for installation of solar modules and solar power systems, such as on roof

tops.
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The thickness of a solar wafer is another important metric in solar wafer production, as thinner wafers
offer higher production yields. As polysilicon is a major cost of manufacturing solar wafers which are used
to make solar cells and modules for generating electricity, higher production yields and lower usage of raw
materials ultimately result in solar power being a more competitive source of electric power, which we

believe is a key in the continued success of the solar power industry.

We also manufacture and market monocrystalline solar ingots and semiconductor ingots and wafers on
a limited basis. In addition, a small portion of our revenues is derived from our wafer and ingot processing
business, when we primarily process ingots, provided by our customers, to produce solar wafers. Since 2009,
we have started to reduce our involvement in these business areas as we focus on our solar wafer

manufacturing business, and we expect to continue with such reduction.

Production

Manufacturing process

The production of monocrystalline solar wafers begins with polysilicon feedstock, which is placed in
crucibles to be melted and pulled by ingot pullers to produce cylindrical ingots. The ingots are squared and
then sliced into wafers using high precision sawing techniques. The wafers are then washed and cleaned
before packaging for delivery to customers. The total time between our receiving of an order and the delivery
of the finished goods is approximately 84 hours, including approximately 82 hours of manufacturing time.
We continuously strive to improve our production process in order to increase efficiencies and production
yields. We carry out quality control and maintenance programs to ensure that our equipment and spare parts
are in good working order. We believe that the increased economies of scale that we will achieve upon
completion of our expansion to 200 MW by the end of November 2009 and further to 504 MW by the end
of June 2010, combined with our proprietary technical expertise in the wafer manufacturing process, will

further enhance our competitive advantage in the solar wafer industry.
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The following flowchart shows the manufacturing process of our solar wafers:

Inspection

Ingot production

We place primarily solar-grade virgin polysilicon, and to a
lesser extent, recyclable silicon materials, into a quartz crucible
for melting in a furnace. The molten polysilicon forms a single
solid crystal in the shape of a cylinder as it cools and is pulled
from the crucible by a puller using a rotating upward motion in
a vacuum chamber, which takes approximately 50 hours. The
size of the ingot is determined by the size of the wafer that it
will be used to produce, with 125 mm by 125 mm wafers being
produced from ingots that are approximately 150 mm in
diameter and 156 mm by 156 mm wafers being produced from
ingots that are approximately 200 mm in diameter. Finished
ingots are tested for resistivity, lifetime and other
specifications before they are processed for wafering.

Wafer production

Each silicon ingot is cropped and squared using sophisticated
cropping saws and squarers before they are sliced into wafers.
The cropping, squaring and slicing processes take
approximately one hour, 14 hours and 14 hours, respectively.
We employ a grinding process to cut the corners of the ingots
in the cropping and squaring stage. We have been successful in
using 100 micron wires for slicing squared ingots into wafers
with a thickness of approximately 170 microns to optimise our
production yield. We are also capable of using 120 micron
wires for slicing squared ingots into wafers with a thickness of
approximately 180 microns, if requested by our customers.

Cleaning and inspection

Sliced wafers are cleaned and inspected by our quality
assurance team before being packaged and shipped to
customers. Cleaning, checking and packaging take
approximately three hours in total.
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Manufacturing facilities

Current facilities

We currently operate two manufacturing facilities in Nanhui District, which are located approximately
50 km to the southeast of the city centre of Shanghai in the PRC. One of the manufacturing facilities is
located in the industrial zone of Nanhui District. Our manufacturing facilities currently have an aggregate
gross floor area of approximately 17,492 square metres, with approximately 4,180 square metres of which
have been leased to us for a term of 20 years and will expire in 2023. We hold the land use right to the 12,564
square metres for a term of 50 years which will expire in 2056 and the 27,952 square metres for a term of

50 years which will expire in 2058.

As at the Latest Practicable Date, the equipment installed at our Nanhui facilities included the

following:

° 88 ingot pullers: 74 CZ ingot pullers for ingot production manufactured by Ferrotec, a
well-known supplier of CZ ingot pullers that is based in Japan, and 14 pullers manufactured by
various PRC and foreign manufacturers. Pullers are used to pull a single crystal ingot from a
crucible which contains molten polysilicon. The Ferrotec CZ ingot pullers we use are
semi-automated and require less manual control than most other pullers, which, we believe,
reduces the chances for human error in the manufacturing process and increases manufacturing
efficiencies and yields. We generally use our 14 non-Ferrotec pullers for the production of 125

mm by 125 mm wafers, as the manufacture of these types of wafers is less technically demanding.

° 4 cropping saws: Two inner diameter cropping saw and two band saws to cut the ingots. We
sourced our cropping saws from Meyer Burger, a leading supplier of high-precision machines for
cutting hard and brittle materials such as silicon, sapphire or other crystals into wafers, prisms and
other shapes. The use of an inner diameter cropping saw to cut ingots, as compared to certain

other methods, reduces kerf loss and has contributed to higher production yields.

o 8 squarers: One of the eight squarers is a wire squaring saw sourced from HCT Shaping, a
developer, manufacturer and marketer of industrial wire sawing machines (wire saws) principally
for the semiconductor and the photovoltaic wafer industries. Another four wire squaring saws
were manufactured by Nissin, a PRC manufactures. The other squarers are outer diameter saws,
two of which were assembled by our Group using various parts purchased by our Group and one
of which was manufactured by a PRC manufacturer. Squarers cut the cropped ingots into blocks

to be sliced into wafers.

° 16 wire saws: 16 wire saws sourced from Meyer Burger slice the ingot blocks into wafers. Wire

saws use a matrix of wires to simultaneously cut a square ingot into wafers.
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As at the Latest Practicable Date, the average age of our Group’s equipment and machinery is
approximately 1.6 years. We maintain our equipment and manufacturing facilities in accordance with our
internal maintenance policies in order to minimise the risk of equipment failure. We require our equipment
and facilities to meet stringent safety standards. Most of our equipment inspection and maintenance staff
graduated from technical schools, junior colleges or universities in related disciplines. Five of them have at
least eighteen years of industry experience and four of them have at least four years of related industry
experience. They perform periodic inspections and necessary repairs or part replacements on our equipment
and facilities to ensure their safety, efficiency and working order. We also inspect the main parts of our
machines, such as the air bearing of cropping machines and the pulling head of ingot pullers, on a monthly
basis, and other frequently moving parts on a bi-monthly basis. Further, we inspect some frequently used
mechanical parts of our machines, on a weekly basis. The heating and cooling section of the ingot pullers
must be checked after every run of ingot pulling (approximately 50 hours) since this section is exposed to
continuous temperature variation. We did not encounter any incident of material disruption in production due
to equipment failures, equipment malfunctions or inspection procedures during the Track Record Period.

Planned expansion

A key part of our business strategy is to increase our production capacity by expanding our existing
manufacturing facilities, which we believe will enable us to achieve greater economies of scale and increase
our market share. Although our production capacity utilisation rates have experienced decreases during the
Track Record Period, these decreases were primarily due to the ramp-up of newly installed capacity and
additional maintenance time and were unrelated to the demand for our solar products. Therefore we will
continue to expand our production capacity to capture the anticipated market opportunities of the solar
market.

Our current plan is to expand our annual production capacity from 55 MW to 200 MW by the end of
November 2009, and further expand our annual production capacity from 200 MW to 504 MW by the end
of June 2010. On a weighted average basis and taking into account our anticipated annual production capacity
expansion from 55 MW to 200 MW by the end of November 2009, our annual production capacity for the
year ending 31 December 2009 is 84.6 MW and as at 1 September 2009, our production capacity remaining
for the year ending 31 December 2009 was approximately 47.9 MW. Our annualised production capacity as
at the end of September 2009 was approximately 130 MW. Based on certain framework agreements between
us and some of our customers indicating the quantity of products they expect to purchase from us and
committed purchase orders, we expect that demand for our solar wafer products for the period from 1
September 2009 to 31 December 2009 will fully cover such remaining production capacity.

Our production capacity expansion plan from 55 MW to 200 MW, and to 504 MW is formulated to
capitalise on the anticipated growth in the solar power industry, and in particular, in the demand for solar
wafers and favourable government policies concerning the solar power industry. According to Solarbuzz,
although it forecasted a decrease in the demand of solar market in 2009, which, however, was anticipated to
be followed by an increase at a CAGR of approximately 29.3% during 2009 to 2013 and will reach
approximately 14,792 MW by 2013 (based on their moderate forecast scenario, referred to as the Green
World Scenario). In addition, according to Solarbuzz, China’s solar market will double its size in 2009 and
it is anticipated that the China’s solar market could soon become one of the world’s largest solar product
markets. Our Directors believe that such growth is attributable to the rapid investment growth in China’s
solar market and favourable government policies, such as the Renewable Energy Law of the PRC, the 11th
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Five-Year Plan for the Development of Renewable Energy and the announcement made in July 2009 by the
PRC Ministry of Finance and the PRC Ministry of Housing and Urban-Rural Development announced that
subsidies would be granted to certain types of solar projects. Please refer to the section headed “Industry

Overview” for more details.

Furthermore, according to Solarbuzz, global supply of polysilicon is no longer in shortage since the
fourth quarter of 2008 and the total polysilicon production exceeded demand by approximately 2,529 tonnes
in 2008 and contributed to the softening of polysilicon spot prices. Moreover, if all announced capacity
expansion plans of polysilicon are materialized, the number of polysilicon production plants will increase
from 57 at the end of 2008 to 186 by 2013, with total polysilicon capacity of 812,500 tonnes per annum.
Given the current market conditions for the solar power industry and based on our communication with our
major suppliers, we believe the additional raw materials and production equipment required for our
production capacity expansion will be readily available to us. While we intend to expand our production

beyond 504 MW in the future, we have no detailed plan for such expansion as at the Latest Practicable Date.

We have also strengthened our sales and marketing effort in order to support our production capacity
expansion plan, including the recent establishment of our U.S. operation to explore market opportunities in
the U.S. and to further diversify our customer base. We also plan to set up a liaison office in U.S. to
strengthen our market presence. Moreover, we plan to recruit 12 additional sales staff to be based in Shanghai
to further strengthen our sales and marketing capability. In order to attract new customers, we participated
in 4 industry trade shows during 2009 up to the Latest Practicable Date and sent our product samples to some
of our potential customers on various occasions. For further details of our sales and marketing activities
related to our production capacity expansion, please refer to the section headed “Business — Sales and

Marketing — Marketing” of this prospectus.

Moreover, we entered into certain framework agreements with some of our customers indicating the
quantity of products they expect to purchase from us should our production capacity expansion plan be
implemented successfully as contemplated. As at the Latest Practicable Date, according to these framework
agreements, our customers intended to purchase a minimum total of approximately 61.2 million pieces of
solar wafers per year (of various sizes) in aggregate. Such minimum intended purchase amount represents
approximately 154.8 MW to 248.5 MW of solar wafer products (depending on the sizes of the wafers to be
ordered), and represents approximately 77.4% to 124.2%, of our expanded annual production capacity of 200
MW. We will continuously and closely communicate with our suppliers and customers on an on-going basis

to ensure the successful execution of our production capacity expansion plan.
We expect to fund our capital requirements for these expansion projects with cash flows from

operations, bank loans and proceeds from the Global Offering. As at the Latest Practicable Date, the amount

of capital committed for these expansion plans was RMB1,448.1 million.
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Expansion from 55 MW to 200 MW

The total budget for the production capacity expansion to 200 MW is approximately RMB260.0
million, of which approximately RMB170.0 million for purchasing relevant production equipment, such as
pullers, cropping saws, squarers and wire saws, approximately RMB78.9 million for construction and
approximately RMB11.1 million for acquiring land use rights. We have already acquired a parcel of land
adjacent to one of our existing Nanhui plants and the construction of the manufacturing facility for such
production capacity expansion has been completed in December 2008. Due to the global economic downturn
since the fourth quarter of 2008 and its impact on the solar power industry, we had suspended our expansion
plans from January 2009 until June 2009. The installation of the manufacturing equipment for the production
capacity expansion to 200 MW are expected to be completed by the end of November 2009. As at 30 June
2009, out of such total budget of RMB260.0 million, RMB114.6 million has been paid and the remainder of
RMB145.4 million will be paid between the third quarter of 2009 to the end of 2010 and will be funded by
cash flows from our operations and bank loans.

Expansion from 200 MW to 504 MW

The total budget for the production capacity expansion to 504 MW is approximately RMB410.8
million, of which approximately RMB316.6 million for purchasing equipment, approximately RMB74.2
million for construction and approximately RMB20.0 million for acquiring land use rights, which are to be
spent during the period from the third quarter of 2009 to 2011. For the purpose of our production capacity
expansion to 504 MW, we will commence the construction of the relevant production facilities, which,
according to our experience from previous capacity expansions and as indicated by the constructor with
reference to the expected scale of our production facilities, is expected to take approximately four months,
by no later than December 2009. We will begin to source for equipment for such production capacity
expansion by no later than November 2009 and begin installation and testing of the equipment in March
2010. The installation, commissioning and start-up of the manufacturing equipment for the production
capacity expansion to 504 MW are expected to be completed by the end of June 2010. Further, as part of our
production capacity expansion plan, we will commence our hiring of no fewer than 490 additional employees
no later than January 2010. We will conduct training (including company orientation, safety training and job
related training) for our new employees for two to four months, depending on the positions and experience
of the new employees.

Approximately half of the total budget of RMB410.8 million is planned to be funded by the proceeds
from the Global Offering and the remaining half is planned to be funded by our cash flows from operations
and/or bank loans. As at the Latest Practicable Date, we have not entered into any contracts nor incurred any
amount with respect to our planned production capacity expansion 200 MW to 504 MW. We believe our
available cash resources and available credit facilities, together with the net proceeds from this Global

Offering, will be sufficient to meet our anticipated cash needs in 2009 and 2010.
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We have been exploring the suitability of implementing our production capacity expansion to 504 MW
in the Nanchang Economy and Technological Development Zone, Jiangxi, PRC given its accessible location
in central China, which we believe would offer us with well-equipped infrastructure and certain operation
cost benefits. We therefore acquired Comtec Solar (Jiangxi) in May 2008 for the purpose of this possible
expansion and entered into a non-binding framework agreement with the Nanchang Economy and
Technological Development Zone Management Committee (the “Committee”) in May 2008 pursuant to
which the Committee has agreed to assist in obtaining construction permits, as well as other regulatory
approvals from applicable governmental authorities, in the event Comtec Solar (Jiangxi) is successful in

acquiring a construction site there. The salient terms of this non-binding framework agreement are as follows.

° Rights and Obligations of our Group. Our Group will invest an aggregate of US$200.0 million
in the Nanchang Economy and Technological Development Zone for the establishment of an
entity engaged in the production of monocrystalline wafers which will operate for a period of not
less than 10 years, US$80 million of which shall be invested for the first phase of the project and
the remaining US$120 million for the second phase of the project. These amounts reflect the
initial estimated cost of the production facilities with the targeted production capacity at the time
when the parties entered into the agreement. However, our budget for such projects has been
subsequently reduced, as our estimated investment cost, such as prices for production equipment,
have decreased since the non-binding framework agreement was entered into in May 2008. The
first phase of the project will be completed within two years after the Group has executed the
relevant land use right transfer agreement and the second phase of the project will be completed
within two years after the completion of the first phase. We plan to finance such investment with
our cash flows from operations and/or bank loans and proceeds from the Global Offering. We
acquired Comtec Solar (Jiangxi) in May 2008 in fulfillment of such obligation, with the assistance
of the Committee with respect to the obtaining of the necessary regulatory approvals. We also
undertook to increase the registered capital of Comtec Solar (Jiangxi) to US$30.0 million within
two months of the acquisition and pay up 20% of the increased registered capital within two
months of such increase, both of which had been fulfilled. Our Group will be entitled to acquire
land in the Nanchang Economy and Technological Development Zone for the purpose of
establishing the production facilities to be operated by Comtec Solar (Jiangxi). As our investment
plan in Nanchang Economy and Technological Development Zone may span over a number of
years, the timing of such expansion is not yet certain and construction has not yet commenced.
As at the Latest Practicable Date, we have not identified a specific piece of land or executed any
land use right transfer agreement relevant to such expansion in Nanchang Economy and
Technological Development Zone, as we believe there is no shortage of land with the desired
infrastructure for our purpose based on the information provided to us by the Committee and the
informal discussion between our management and the Committee regarding our capacity
expansion plan in the Nanchang Economy and Technological Development Zone. As such, our
Directors believe that our Group is able to acquire a suitable land parcel within a short timeframe
and without adversely affecting the timing of expanding our production capacity to 504 MW
should we implement our production capacity expansion plan from 200 MW to 504 MW in
Nanchang Economy and Technological Development Zone. Our current capital expenditure

budget is generally in line with our expansion plan.
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° Rights and Obligations of the Committee. The Committee will facilitate our acquisition of a
foreign invested enterprise in the Nanchang Economy and Technological Development Zone and
assist our Group in obtaining the necessary approvals. We therefore acquired Comtec Solar
(Jiangxi) with the assistance of the Committee in May 2008. The Committee will grant the use
of approximately 500 mu (#A) of land to Comtec Solar (Jiangxi) for the construction and operation
of its production facilities (the “Production Site”). The Committee will ensure that the
infrastructure of the Production Site including electricity, water, drainage, communication and
roads are ready and available and that the Production Site is properly leveled before it is granted

to us.

° Performance Target. The Production Site will be constructed in two phases within four years after
the relevant land use rights grant contract is signed. Upon completion of the first phase of
construction, it is expected that Comtec Solar (Jiangxi) will have an annual production capacity
of at least 200 MW according to the terms of the framework agreement. If we implement our
production capacity expansion from 200 MW to 504 MW in Nanchang Economy and
Technological Development Zone, our expectation is that Comtec Solar (Jiangxi) will have an
annual production capacity of 304 MW by the end of such production capacity expansion. Upon
completion of both phases of construction, it is expected that Comtec Solar (Jiangxi) will have
an annual production capacity of 600 MW and will generate approximately RMB14.0 billion in

revenue and RMB400.0 million in value added tax per annum.

° Expiry and termination. This agreement does not stipulate an expiry date, nor contain a

termination clause.

Nanchang Economy and Technological Development Zone is one of the state-level development zones
in the PRC, the function of which is to encourage economic development and technology innovation. The
Committee is an Independent Third Party authorised by the competent provincial and municipal

governmental authorities under the relevant PRC laws and regulation to govern the development zone.

Other than the abovementioned plan to implement our production capacity expansion from 200 MW to
504 MW in Nanchang Economy and Technological Development Zone, Jiangxi, PRC, we are also currently
exploring the suitability of implementing such production capacity expansion plan in Nanhui, Shanghai,
PRC, as an alternative as we have been informed that the Pudong Municipal Government is in the process
of formulating certain new economic policies favouring businesses in the solar power industry. We plan to
evaluate the benefits of implementing our production capacity expansion plan in Nanhui, Shanghai when the
details of these policies are formally announced by the Pudong Municipal Government. We have also
informed and discussed with the local government in Nanhui, Shanghai, one of the potential locations for our
production capacity expansion to 504 MW, regarding our production capacity expansion plans and our
expected increase in demand for electricity upon completion of such expansion. The local government in
Nanhui, Shanghai indicated to us that they were ready to accommodate our anticipated electricity
requirement for our expanded production capacity. As at the Latest Practicable Date, we have not signed any
binding or non-binding agreement in relation to this potential production capacity expansion in Nanhui,

Shanghai.
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We will decide whether we will implement our production capacity expansion from 200 MW to 504
MW in Nanhui, Shanghai by the end of November 2009. If we decide not to implement such production
capacity expansion plan in Nanhui, Shanghai, we will then begin to implement our production capacity
expansion plan in Nanchang Economy and Technological Development Zone, Jiangxi, PRC and Comtec
Solar (Jiangxi) will commence its principal activity of the manufacturing of monocrystalline solar ingots and

wafers.

We have adopted a multi-faceted approach to manage our rapid capacity expansion. For example, we
have drawn on our strong technical expertise for the fast ramp-up of our production capacity. On the supply
front, we intend to maintain the strong relationship established with our long-term suppliers as part of our
plan to secure sufficient raw materials for our increased production capacity. On the customer front, we have
continued to strengthen our relationship with a diversifying group of customers which has enabled us to
obtain ideas from exchanges with them for the enhancement of our solar products. We also strive and will
continue to maintain sufficient financial liquidity to facilitate our rapid expansion and future planned
expansion. We will continue to employ these measures to manage our future capacity expansion. Based on
our operating results during the Track Record Period, we believe that, with the increase in our production
capacity, our production and sales volumes would increase, which would have a positive effect on our profit.
However, our operations and growth prospects may be negatively affected if the recent global economic
turmoil and credit crisis continue. Moreover, as our industry relies on government subsidies in the end-users
market for solar power applications, the purchasing power of our customers may be negatively affected if
government subsidies are reduced. For more details, please refer to the section headed “Risk Factors — Risks
relating to our industry — A substantial reduction or elimination of government subsidies and economic
incentives for solar power applications may adversely affect our business and prospects” in this prospectus.
As at the Latest Practicable Date, we have not yet procured orders to utilise the additional production

capacity we will have after our capacity expansion from 200 MW to 504 MW.

Production capacity and utilisation

The annualised production capacity of our manufacturing facility is limited by the production capacity
of the equipment required to manufacture wafers. Accordingly, our production capacity cannot exceed the
production capacity of any of the equipment necessary to manufacture wafers. Thus, if the production
capacity of any of the equipment in the wafer manufacturing process is less than any of the other equipment
in such process, we determine our annualised production capacity to be equal to the production capacity of
that equipment which has the lowest production capacity. The production capacity of equipment currently in
operation is calculated by reference to our historical data. The production capacity of equipment we intend
to use for our expansion is calculated by reference to data we gathered during test runs of such equipment,
if available, and such specifications of equipment after reference to our historical experience with similar
types of equipment. In addition, we make certain assumptions about conversion efficiency rates, the number
of wafers per kg of ingot that our current manufacturing processes generally yield, the ratio of our sales of
ingots to wafers, in each case, based on our historical data. As at 31 December 2008, our production capacity
was 55 MW, on an annualised basis. Based on the foregoing, we expect our production capacity, on an
annualised basis, will be 200 MW by the end of November 2009 and 504 MW by the end of June 2010.
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The following table sets forth our production capacity for the products set forth therein.

Expected Annualised

Annualised Production Capacity Production Capacity

as at 31 December as at 31 December
Product 2006 2007 2008 2009 2010
Wafers (MW) . .. ......... 9 55 55 200 504
Ingots MW). .. .......... 10 58 63 208 506

We calculate utilisation rate of our manufacturing facilities by dividing actual production for the
relevant period by the averaged production capacity during the same period. The averaged production
capacity for a given period is calculated by dividing the sum of the annualised production capacity as at the

end of each month during such period by the number of months in the period.

For details on the calculation of our production capacity, please refer to the section headed “Glossary
of Technical Terms — Assumptions about conversion efficiency, and production capacity and output” in this
prospectus. The following table sets forth our utilisation rate for the products set forth therein during the
Track Record Period.

Utilisation Rate (%)

for the
six months
for the year ended 31 December ended 30 June
Product 2006 2007 2008 2009
Wafers .. ..................... 67.3 91.2 75.1 79.4
INEOLS . « v e eee e e e 93.4 74.7 89.5 90.6

The utilisation rate for our wafer production was 67.3% for 2006 as the wafer production line was
installed in the second half of 2005 and some ramp up time was required in 2006, which reduced our
utilisation rate. The utilisation rate for our wafer production increased to 91.2% for 2007, which reflected our
increased focus on our wafer manufacturing business. The utilisation rate for our wafer production decreased
to 75.1% for 2008 mainly due to the ramp-up of newly installed capacity and additional maintenance time
in the first half of 2008. The utilisation rate for our wafer production increased to 79.4% for the six months
ended 30 June 2009 mainly due to the increase in customer demand for our solar products as they sought to

obtain stable supply of monocrystalline solar wafers.

The utilisation rate for our ingot production was 93.4% for 2006 and decreased to 74.7% for 2007 due
to the ramp-up of newly installed capacity for our production capacity expansion to 55 MW and additional
maintenance time during 2007. The utilisation rate for our ingot production increased to 89.5% for 2008 due
to the increase in the demand for our solar products, despite the ramp-up of newly installed capacity. The
utilisation rate for our ingot production further increased to 90.6% for the six months ended 30 June 2009

mainly driven by the increase in demand from our customers for our wafer products.
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Electricity shortages and suspension may interrupt our production process and adversely affect the
utilisation of our manufacturing facilities. As a contingency plan against electricity shortages and suspension,
we have installed backup power transformer substation at our site with an aggregate capacity of 500 KW. At
our current production capacity level, the capacity of our backup transformer substation is sufficient to enable
us to keep our pullers from cooling down at a rapid rate and being damaged. In order to meet the electricity
need for our expansion plan, we have explored new areas for expansion where there would be sufficient
electricity for our operations, such as Jiangxi and Shanghai, and on the other hand, we are continuously
negotiating with our electricity supplier to minimise the instances of restricted electrical usage period each
year.

RAW MATERIALS AND CONSUMABLES

The production of monocrystalline solar wafers requires a variety of raw materials and consumables,
including polysilicon (which may be in the form of solar-grade virgin polysilicon and/or recyclable silicon),
crucibles, graphite, slurry and other consumables. Our procurement policy requires us to source our raw
materials and consumables from suppliers who comply with our quality standard and are able to supply us
with raw materials and consumables on a timely basis. During the Track Record Period, we chose our
suppliers based on the price and quality of their product offerings, reliability of procurement and their
industry reputation. We also strive to maintain multiple suppliers for each raw material and consumable so
as to minimise disruptions to our operations in the event one supplier is unable to timely fulfill its delivery
obligations to us. We had a total of 17, 24, 50 and 53 suppliers for each of the three years ended 31 December
2008 and the six months ended 30 June 2009, respectively. We monitor each supplier’s performance on a
periodic basis and may replace underperforming suppliers, if necessary.

Materials

During the Track Record Period, the materials used in the production of our monocrystalline solar
wafers include:

° Virgin polysilicon. Virgin polysilicon is the principal raw material for the production of solar
wafers. Our purchase of virgin polysilicon accounted for 44.4%, 51.9%, 67.8% and 75.9% of our
total purchase of raw materials and consumables respectively for each of the three years ended
31 December 2008 and the six months ended 30 June 2009. Since the fourth quarter of 2008, when
polysilicon prices experienced a significant decrease, we generally minimise our polysilicon
inventory but stocked up polysilicon to take advantage of attractive offers for purchase of
polysilicon. The increase in our purchase of polysilicon as a percentage of our total purchase of
raw materials and consumables for the six months ended 30 June 2009 was due to our purchase
of polysilicon to take advantage of an attractive offer from Major International Supplier A. In the
long run, we expect such percentage to decrease as polysilicon prices are now much lower than
its historical levels. We source virgin polysilicon from various suppliers, including Major
International Supplier A and Major International Supplier B. Please see the section headed
“Materials — Polysilicon” for more details regarding our procurement of polysilicon;

° Recyclable silicon. We also use recyclable silicon from our own manufacturing process, as well
as from a variety of other sources, including semiconductor remelts from semiconductor wafer
manufacturing companies. Our purchases of recyclable silicon accounted for 11.3%, 5.6%, 5.3%
and 0.5% of our total purchase of raw materials and consumables, respectively, for each of the
three years ended 31 December 2008 and the six months ended 30 June 2009;
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° Crucibles. Crucibles are the container into which polysilicon raw materials are placed for melting
and pulling. We source crucibles from a leading domestic crucible manufacturer. Our purchase of
crucibles accounted for 6.3%, 2.6%, 3.4% and 3.8% of our total purchase of raw materials and
consumables, respectively, for each of the three years ended 31 December 2008 and the six
months ended 30 June 2009;

° Graphite. Graphite is the material used to create a hot zone into which the crucible is placed. We
source graphite from multiple sources based in the PRC and Japan. Our purchase of graphite
accounted for 5.4%, 8.1%, 2.7% and 1.0% of our purchase of raw materials and consumables,
respectively, for each of the three years ended 31 December 2008 and the six months ended 30
June 2009;

° Slurry. Slurry is a fluid comprised of silicon carbide and polyethylene glycol which is used in the
wire cutting process. We source our slurry from local PRC suppliers. Our purchase of slurry
accounted for 18.0%, 16.9%, 7.6% and 7.5% of our total purchase of raw materials and
consumables, respectively, for each of the three years ended 31 December 2008 and the six
months ended 30 June 2009; and

° Other consumables. Other consumables mainly include wires and other miscellaneous
consumables. Wires are used in the wire cutting process for slicing the ingots into wafers. Our
purchase of other consumables accounted for 14.5%, 14.9%, 13.3% and 11.4% of our total
purchase of raw materials and consumables respectively for each of the three years ended 31
December 2008 and the six months ended 30 June 2009.

Purchases from our five largest suppliers together accounted for approximately 77.4%, 69.8%, 62.4%
and 82.2% of raw materials and consumables purchased in each of the three years ended 31 December 2008
and the six months ended 30 June 2009, respectively. Our five largest suppliers, who are suppliers of
polysilicon and consumables, supplied polysilicon, wires and slurry to us. For each of the three years ended
31 December 2008 and the six months ended 30 June 2009, purchases from our largest supplier, who supplied
polysilicon to us, amounted to approximately RMB12.3 million, RMB42.9 million, RMB99.3 million and
RMB121.8 million, respectively, representing approximately 26.4%, 34.0%, 22.0% and 69.7% of our total
purchases of raw materials and consumables for the relevant periods. Our total purchase of polysilicon from
our largest polysilicon supplier as a percentage of our total purchase of raw materials and consumables
decreased from 2006 to 2008 due to our efforts to diversify our supplier base. Our total purchase of
polysilicon from our largest polysilicon supplier as a percentage of our total purchase of raw materials and
consumables increased for the six months ended 30 June 2009 as compared to the six months ended 30 June
2008 because we purchased a sizable quantity from our largest supplier to take advantage of an attractive
offer from them to reduce our average polysilicon procurement cost. Three of our five largest suppliers in
2008 were reputable major international polysilicon suppliers that sold us polysilicon feedstock. The other
two local PRC suppliers supplied us with wires, polysilicon and slurry. Although our business relationships
with our top five suppliers have been stable, as a contingency plan in case our top five suppliers terminate
their business relationships with us, we will source our raw materials and consumables from other existing
suppliers. In addition, other than the existing relationship with our suppliers, by making new contacts with
suppliers in the industry and attending industry exhibitions, we will continue to explore and identify new
suppliers with whom it might be rewarding to build for us a long-term relationship.
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None of our Directors or any person who owned 5% or more of the issued share capital of our Company
as at the Latest Practicable Date or any of their respective associates had any interest in any of our five largest
suppliers during the Track Record Period.

To the best of our Directors’ knowledge, none of our major suppliers is subject to any legal proceedings

that may have material impact on our operations and financial condition.

Polysilicon

The principal raw material we use in the production of our monocrystalline solar wafers is virgin
polysilicon. We also use recyclable silicon that we derive from our manufacturing process, as well as those
sourced from companies in the semiconductor industry. Until we began purchasing virgin polysilicon from
Major International Supplier A pursuant to our long-term supply agreement in 2008, substantially all of our
virgin polysilicon requirements were sourced through short-term contracts and spot purchases. We entered
into two short-term virgin polysilicon supply agreements with Major International Supplier B in July 2009
pursuant to which we have begun receiving virgin polysilicon since the second half of 2009. During the same
period, we continue to receive deliveries of virgin polysilicon from Major International Supplier B pursuant
to our long-term supply agreement with them. We also purchase recyclable silicon, to smaller extent, from

the spot market.

As at the Latest Practicable Date, our inventory of polysilicon, together with expected deliveries from
committed supply contracts were estimated, based on our actual and planned production capacity as well as
our estimated shipment volume, to be sufficient for 88% of our estimated remaining requirements of
polysilicon from the Latest Practicable Date until the end of 2009 and approximately 13% of our estimated
requirements of polysilicon for 2010. Published reports of new production capacity of polysilicon coming
online within the next few years suggest that current polysilicon supply levels will continue to improve in
the medium term. Since the industry-wide shortage of polysilicon has ended and is not expected to recur in
the near future, we have continued to limit our long-term commitments for polysilicon. As a result, we expect
a substantial amount of our total anticipated polysilicon needs for 2009 and 2010 will be purchased through
spot or short-term supply contracts. We believe that our procurement strategy of pursuing a strategic mix of
long-term and short-term supply sources for polysilicon will allow us to take advantage of lower market
prices for polysilicon when polysilicon prices decrease in the future. Our diversified procurement strategy
also involves purchases from multiple suppliers to minimise disruptions to our operation in the event one
supplier is unable to fulfill all of our order requirements on a timely basis, despite such supplier may offer
polysilicon at a more competitive unit price than that of other suppliers in the market. Our Directors believe
that our Group has the flexibility in sourcing polysilicon from various suppliers as well as the allocation of
such sourcing among these suppliers as the number of our polysilicon suppliers has increased substantially
recently. During the Track Record Period, the number of our polysilicon suppliers was 4, 8, 22 and 10 for
each of the three years ended 31 December 2008 and the six months ended 30 June 2009, respectively. We
can give no assurance, however, that our procurement strategy will be successful or that we will be able to
procure the necessary polysilicon that we will require on the spot market at commercially reasonable prices,
or at all. Moreover, the PRC Government has recently stated that the polysilicon industry in the PRC is
showing signs of redundant production capacity and not making sufficient progress in terms of efficiency and

quality to support the overall economic growth of the country. As such, the PRC Government has indicated
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that it will formulate new policies to control the further expansion of polysilicon manufacturing capacity in
the PRC to permit the necessary structural adjustments in the industry which the PRC Government considers
desirable, such as heightening environmental protection standards and increased energy consumption
efficiency in the production of polysilicon in the PRC, to occur. However, we believe that the
abovementioned intention of the PRC Government will not have an immediate, direct or material adverse
impact to our business operations as we have historically sourced over 90% of our polysilicon from overseas
suppliers, including Major International Supplier A, during the six months ended 30 June 2009. If the supply
of polysilicon in the PRC market continues to be less favourable to us in terms of price, quality and
availability compared with offers from our overseas suppliers, we plan to maintain such sourcing strategy in
the future. Nevertheless, in the event that the PRC Government promulgates additional policies to restrain
the import of polysilicon for whatever reason in the future or we choose to, or are forced to, procure
polysilicon from PRC sources, our ability to, and the price at which we will be able to, source sufficient
quality polysilicon from PRC suppliers will be affected by such new policies, which may potentially impact
our business operations, results of operations, financial condition and prospects. Please refer to the section
headed “Risk Factors — Risks Relating to Our Business” in this prospectus for details of the risk in relation
to our procurement of polysilicon mentioned above.

The recent financial crisis and deteriorated economic conditions have adversely impacted the solar
power industry sentiment and led to increased volatility of market prices of polysilicon. According to
Solarbuzz, the average spot price of virgin polysilicon has decreased from a peak of US$450 per kg in the
middle of 2008 to a low of US$150 per kg in the fourth quarter of 2008. According to the PHOTON
Consulting data service, Solar Updates (all data are rough estimates), the average polysilicon spot price for
the week ended 2 October 2009 was approximately US$75 per kg'.

Our average unit cost for polysilicon decreased in early 2009 and started to stabilise since June 2009.
Our average unit cost for polysilicon decreased by 60.0% from RMB1,188.7 per kg for January 2009 to
RMB475.3 per kg for May 2009. Since then, our average unit cost for polysilicon started to stabilise between
approximately RMB400 per kg to approximately RMBS580 per kg from June 2009 to August 2009 and slightly
increased by 2.5% to RMB487.1 per kg for August 2009 compared to May 2009.

For the two years ended 31 December 2007, we purchased polysilicon only from the spot market.
Except for the binding long-term contracts and short-term contracts which we entered into during 2008 and
2009, we did not have any other binding supply contracts. In addition, we also purchase polysilicon from our
customers during the Track Record Period.

Long-term supply contracts
We are currently a party to two long-term supply agreements:
L Long-term supply contract with Major International Supplier A

We have purchased polysilicon from this supplier, an Independent Third Party, since 2000, although
these purchases were pursuant to spot contracts. Our purchases of polysilicon from this supplier were made
at prices generally more favourable than our average purchase price from our other suppliers for polysilicon
of comparable quality. Our total purchases of polysilicon from this supplier, including spot purchases and
purchases under the long-term supply contract with them, accounted for approximately 28.6%, 59.1%, 27.8%
and 91.2% of our Group’s total polysilicon purchases by value for each of the three years ended 31 December
2008 and the six months ended 30 June 2009, respectively. We entered into an eight-year supply contract with
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this supplier in 2006 for the supply of polysilicon from 2008 to 2015 and received our first shipment of
polysilicon from this supplier in January 2008 in accordance with the terms of the supply contract. As a
general industry practice, long-term supply contracts for virgin polysilicon, such as this long-term supply
contract with Major International Supplier A, are typically entered into significantly in advance of the date
of the first shipment in order to accommodate the capacity planning of the supplier. The salient terms of the

eight-year supply contract with this supplier are set out below:

° Effective period. The contract took effect on 1 January 2007 and will expire on 31 December
2015.

° Rights and obligations. The supplier is required to supply, and we have committed to purchase,
a fixed quantity of virgin polysilicon in each calendar year beginning in 2008. Such quantities
were determined by arm’s length negotiation between the parties, taking into account our
requirements for raw materials and the international major supplier’s production capacity during
the relevant period. If we are unable to fulfill the minimum purchase commitment in any calendar
year, the amount of advance payment in respect of that particular calendar year will be forfeited
to the supplier. The long-term supply agreement with Major International Supplier A does not
expressly stipulate that our Group will be subject to any other liabilities should our Group fail to
meet the minimum purchase commitment. However, if our Group failed to meet the minimum
purchase commitment under the long-term supply contract, the Major International Supplier A
may terminate the contract and seek damages from us for breach of contract. Accordingly, there
is no assurance that our liability for breach of contract will be limited to the amount of advance
payment to be forfeited by the supplier pursuant to the terms of the long-term supply contract. On
the other hand, we also rely on our contractual rights under the long-term supply contract to

ensure that the supplier will honour its commitments under the contract.

° Advance payment. We are required to make two advance payments, the amounts of which were
determined after arm’s length negotiation between the parties based on the total purchase price
and generally represent a certain fixed percentage of the total purchase price for the minimum
quantity of purchases over the contract period. These two advance payments were made in 2006

and 2007, respectively, and we have not suffered any material loss of such advance payments.

° Pricing and settlement terms. The virgin polysilicon will be sold at various fixed prices. Such
prices are subject to adjustments by a certain fixed amount in accordance with changes in an
energy price index. Despite the decrease of market prices of polysilicon, the parties agreed not to
adjust the contracted prices to maintain our good commercial relationship. Further, the prices we
paid for our purchases of polysilicon under this long-term supply contract were below the
prevailing market spot prices for polysilicon during 2008 and the six months ended 30 June 2009
but higher than the market average for long-term contract prices for polysilicon for 2008 and
2009, according to Solarbuzz. We are invoiced for each delivery and each invoice amount is
reduced by the advance payments we made on a pro-rata basis. The credit period for our purchases

with this supplier is 30 days.
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° Goods return policy. We may return our purchases of the virgin polysilicon within 5 days of
receipt if the shipment does not conform to the quantity ordered or the agreed specifications.

° Security Interest. Pursuant to the long term supply contract with the Major International
Supplier A, our Group granted to Major International Supplier A a continuing security interest in
the virgin polysilicon supplied by Major International Supplier A and in the proceeds of sale or
insurance of such virgin polysilicon until the entire purchase of such virgin polysilicon and if
applicable, all late payments, interest and expenses necessary to enforce such security interest, are
paid. Major International Supplier A has the right to take all necessary measures to create, perfect,
preserve and enforce the security interest.

° Termination and renewal. The contract does not contain any renewal clause, and does not stipulate
the circumstance of when the advance payments made can be refunded. It terminates at the end
of the contractual period. Other than the forfeiture of any advance payments in accordance with
the terms of the contract, the contract does not stipulate any specific compensation or penalty for
early termination.

° Confidentiality. We are subject to confidentiality obligations under the contract and may not
publicly disclose details of the contract without the prior consent of Major International
Supplier A. For this reason, we are unable to disclose certain commercially sensitive information,
such as the amount and percentage of our total purchases from Major International Supplier A and
our annual minimum purchase commitment under the contract, in this prospectus.

None of our Group, our shareholders and our Directors and/or any of their respective associates have
any relationship, past or present, or have entered into any supplemental or side agreement(s) with this Major
International Supplier A, its shareholders and/or any of their respective associates.

II.  Long-term supply contract with Major International Supplier B

In April 2008, we entered into a seven-year supply contract, with Major International Supplier B, a
company primarily engaged in the manufacturing and distribution of polysilicon as well as various types of
chemicals and an Independent Third Party, for the supply of polysilicon from 2009 to 2015 and have received
our first shipment of polysilicon from this supplier in January 2009. Major International Supplier B is a
global supplier of chemical materials with operations in Asia, North America, South America and Europe. We
began our business relationship with Major International Supplier B in 2008 and our purchases of polysilicon
from Major International Supplier B accounted for approximately 9.0% of our Group’s total polysilicon
purchases during that year in terms of quantity. To the best knowledge of our Group, our business relationship
with Major International Supplier B has not been affected by the adverse development in the global economy
that began in the second half of 2008. Further, nothing in the course of our dealings with Major International
Supplier B nor its public announcements made so far has led us to believe that Major International
Supplier B would be unable to honour its obligations under its long-term supply contract with us.

The salient terms of the seven-year supply contract with Major International Supplier B (as amended
in July 2009) are set out below:

° Effective period. The contract took effect on 2 April 2008 and will expire on 31 December 2015.
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Rights and obligations. Major International Supplier B is required to supply, and we have
committed to purchase, fixed quantity of virgin polysilicon starting from 2009. Such quantities
were determined by arm’s length negotiation between the parties, taking into account our
requirements for the raw materials and Major International Supplier B’s production capacity
during the relevant period. Major International Supplier B has the sole and absolute discretion to
require us to increase or decrease our annual purchase quantity by a percentage of no greater than
3% by providing us with three months written notice. If we failed to accept deliveries for a certain
number of times in any calendar year, our payment obligations for our minimum purchase
commitment in that calendar year may be accelerated. We rely on our contractual rights under the
long-term supply contract to ensure that Major International Supplier B will honour its
commitments under the contract. The long-term supply agreement with Major International
Supplier B does not stipulate nor preclude other legal remedies should we fail to meet the
minimum purchase commitment.

Advance payment. We were required to make two advance payments in 2008. Further, we are
required to make one advance payment in 2009 and another one by 30 September 2010 in
accordance with an agreed schedule, which were determined after arm’s length negotiation
between the parties based on the total purchase price and generally represent a certain fixed
percentage of the total purchase price of our purchases of virgin polysilicon over the contract
period. The outstanding balance of advance payments are generally not refundable, except in
limited circumstances, which include termination of the contract by mutual agreement, breach of
contract by Major International Supplier B, bankruptcy or insolvency of Major International
Supplier B and Major International Supplier B’s inability to deliver products to us. We have made
the advance payments in accordance with the said schedule, and we have not suffered any material
loss with respect to such advance payments made.

Pricing and settlement terms. The virgin polysilicon are sold to us at various fixed prices. Such
prices are subject to adjustments with reference to an agreed formula taking into account of Major
International Supplier B’s average purchase prices of metallurgical silicon and electricity and
changes in the exchange rate of an Asian currency (the purchase price will only be adjusted
upward if such Asian currency appreciates against the U.S. dollar), and generally track the
production cost of Major International Supplier B. Despite the decrease of market prices of
polysilicon, no such adjustment to the contracted prices has been made since the commencement
of the contractual period as mutually agreed between us and Major International Supplier B.
Pursuant to an amendment agreement that we entered into with Major International Supplier B,
Major International Supplier B however agreed to lower the prices of virgin polysilicon sold to
us under the long-term supply contract. We and Major International Supplier B did not rely on the
originally agreed formula to lower the contracted prices, primarily due to the preference of both
parties to apply a meaningful approach to price adjustment to reflect changes in the prevailing
market conditions for polysilicon as a result of the global financial crisis. The originally agreed
formula, however, remains to be a binding term of the long-term supply contract. Based on our
communication with Major International Supplier B, we believe it is likely that any future
adjustment to the contract prices will be based on mutual negotiation between us and Major
International Supplier B. We are invoiced 14 days before each delivery and are expected to pay
within seven days before the date of delivery. Each invoice amount will be reduced by the
advance payments we made on a pro-rata basis.
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° Goods return policy. We may return our purchases of the virgin polysilicon within 45 days of
receipt if the shipment does not conform to the agreed specifications.

° Termination and renewal. Pursuant to the long-term supply contract, the contract may be
terminated (i) by mutual agreement; (ii) for breach of the terms and conditions therein; (iii) due
to bankruptcy or insolvency in either party; (iv) if, having exerted commercially reasonable
efforts, Major International Supplier B believes that it is unable to deliver the products; (v) by
Major International Supplier B at its sole discretion if our Group produces polysilicon or acquires
a producer of polysilicon; or (vi) if our Group undergoes a change of control. The contract does
not expressly stipulate any compensation or penalty specifically for early termination of the
contract by any party, except as mentioned above. Nonetheless, except when the contract is
terminated due to Major International Supplier B’s inability to deliver the products, the expiry or
termination of the contract does not relieve the parties of any obligations accruing prior to such
termination.

° Confidentiality. We are subject to confidentiality obligations under the contract and may not
publicly disclose details of the contract without the prior consent of Major International Supplier
B. For this reason, we are unable to disclose certain commercially sensitive information, such as
the amount and percentage of our total purchases from Major International Supplier B and our
annual minimum purchase commitment under the contract, in this prospectus.

We are advised by our Korean legal advisers, Lee International IP & Law Group (formerly known as
Wooil Law Group), that the seven-year supply contract with Major International Supplier B has been duly
executed and delivered by us and constitutes valid and legally binding obligations of our Company,
enforceable against our Company in accordance with its terms.

We have been able to fulfill the minimum purchase requirements under the long-term supply contract
with Major International Supplier A since the contract had become effective due to our rapid expansion
strategies and the increase in our sales orders. We experienced an increase in our sales volume of our solar
products from approximately 7.8 MW in 2006 to approximately 44.3 MW in 2008 and from approximately
18.2 MW for the six months ended 30 June 2008 to approximately 25.8 MW for the six months ended 30 June
2009. As at the Latest Practicable Date, the aggregate annual minimum purchase commitments of our Group
under all of our long-term supply contracts are approximately 36,000 kg in 2008, 76,000 kg in 2009, 256,000
kg in 2010, 296,000 kg in 2011 and 366,160 kg from 2012 to 2015. We have purchased approximately 24,000
kg polysilicon, amounted to RMB12.9 million in 2009 up to the Latest Practicable Date. Despite the recent
economic turmoil, our Directors believe that we will be able to meet the minimum purchase requirements in
the future, including the year ended 31 December 2009 based on our current production capacity because our
production volume has not been materially affected by the recent economic turmoil and our rapid expansion
plan. As at the Latest Practicable Date, the quantity of polysilicon yet to be purchased under our long-term
supply contracts for 2009 was less than one fourth of our estimated polysilicon requirement for the remaining
period of 2009 and the purchase of a vast majority of such quantity has been scheduled for 2009. Further,
our purchases of polysilicon for the year ended 31 December 2008 and the six months ended 30 June 2009
were approximately 223,608 kg and 205,681 kg, respectively, and we plan to expand our production capacity
from 55 MW at the end of 2008, to 200 MW by the end of November 2009 and 504 MW by the end of June
2010. Since our Group’s requirements for polysilicon will generally increase in proportion to our capacity
expansion, the aggregate minimum purchase commitments as mentioned above are expected to be lower than
our Group’s requirements for polysilicon in each year.
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The aggregate advance payments required to be made by our Group under all of our long-term supply
agreements are approximately RMB45.3 million in 2006, RMB44.7 million in 2007, RMB128.7 million in
2008, RMB13.6 million in 2009 and RMB18.6 million in 2010. No additional amount of advance payment
is required to be made by our Group under all of our existing long-term supply agreements beyond 2010. We
have made such required advance payments for the three years ended 31 December 2008, with our cash flow
from operations and bank loans and the required advance payments for the two years ending 2010 are yet to
be made as at the Latest Practicable Date.

We rely on our contractual rights pursuant to the above long-term supply agreements and have no other
specific mechanism to ensure that Major International Supplier A and Major International Supplier B will
honour their commitments under the long-term supply contracts, and to assist us in recovering any unutilised
advances, if necessary. Nonetheless, we believe that Major International Supplier A and Major International
Supplier B, both being listed companies, will honour their contractual obligations based on the history of our
dealings with them and their respective reputation in the industry.

Short-term supply contracts

We entered into two short-term virgin polysilicon supply contracts with Major International
Supplier B, a company primarily engaged in the manufacturing and distribution of polysilicon as well as
various types of chemicals and an Independent Third Party, on 7 July 2009 for the purchase of fixed quantities
of polysilicon from Major International Supplier B to be delivered during July 2009 to December 2009 and
during August 2009 to October 2009, at various fixed prices, which were determined by arm’s length
negotiation with reference to the prevailing market price for polysilicon.

The salient terms of these short-term supply contracts (one of which was amended in August 2009) with
Major International Supplier B, for the supply of polysilicon from July 2009 to December 2009 and from
August 2009 to October 2009, are set out below:

Effective period. The contract took effect on 7 July 2009 and 29 July 2009, and will expire on 31
December 2009 and 31 October 2009, respectively.

° Rights and obligations. Major International Supplier B is required to supply, and we have
committed to purchase, fixed quantities of virgin polysilicon in the period from 7 July 2009 to 31
December 2009. We also rely on our contractual rights under these short-term supply contracts to
ensure that Major International Supplier B will honour its commitments under the contracts on the
other hand. Either party can turn to arbitration institutions for remedies.

° Advance payment. We are required to pay for every delivery under these short-term supply
contracts in full at least seven days prior to the date of delivery.

° Pricing and settlement terms. The virgin polysilicon will be sold at various fixed prices which are
lower than the market prices of virgin polysilicon as at the date of these short-term supply
contracts. We entered into an amendment agreement to one of these short-term supply contracts
in August 2009, which lowered the contracted price for some of the virgin polysilicon that will
be delivered to us. The adjusted contract price was lower than the then prevailing market price
for polysilicon. Delivery will be made upon payment by us.
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° Goods return policy. We are responsible to inspect the goods upon delivery by Major International
Supplier B. If the quality of the goods delivered does not conform to the specifications under
these short-term supply contracts, we shall notify Major International Supplier B within thirty
days of the delivery of the goods and Major International Supplier B shall be responsible for the
defective goods.

° Termination and renewal. The contracts do not contain any renewal or termination clause.

The long-term and short-term contracts provide us with fixed quantities of polysilicon from a
committed source, which will ensure a stable supply of polysilicon for a portion of our current production
and future expansion plans. In terms of the contract prices of polysilicon, if the prevailing market prices of
polysilicon are above the applicable contract prices, these contracts will have a positive impact on our
profitability. However, if the prevailing market prices for polysilicon fall below the applicable contract

prices, these contracts will have a negative impact on our profitability.

Spot purchases

We have historically relied on spot purchases to satisfy all of our polysilicon requirements. A significant
portion of our spot purchases during the Track Record Period were from Major International Supplier A, who
is, and has been, an Independent Third Party. Historically, our spot purchases from this supplier have been
at prices lower than the then prevailing spot prices, in part due to our excellent long-standing relationship
with this supplier. In addition, we also made certain spot purchases from Major International Supplier B in
the second half of 2009, which have been at prices lower than the then prevailing spot prices. Our ability to
procure materials at a low cost allows us to achieve a desirable level of profit margins. However, we can give
no assurance that we will be able to continue to make spot purchases from this supplier at below-market
prices. Our purchases of polysilicon from Major International Supplier A, which included spot purchases and
purchases under the long-term supply contract with them, accounted for approximately 28.6%, 59.1%, 27.8%
and 91.2% of our total polysilicon purchases by value in 2006, 2007, 2008 and the six months ended 30 June
2009, respectively. The significant increase in the percentage of our total polysilicon purchases from this
supplier in the six months ended 30 June 2009 was due to our purchase of a sizeable quantity of polysilicon

from this supplier to take advantage of an attractive offer from them for the purchase of polysilicon.

Purchases from our customers

We have sourced a portion of our polysilicon requirement from our wafer and ingot customers, who,
according to our best knowledge, do not possess the necessary capabilities to produce solar wafers with
polysilicon. These wafer and ingot customers include Suntech, a PRC company engaged in the production
and sales of solar cells and modules, and a Japanese trading company, by taking advantage of their access
to polysilicon supply sources. Such purchases of polysilicon from our customers are not directly connected
with the sales of our solar products to such customers. The purchases of polysilicon from our customers and
the sale of our solar products to them are not “back-to-back” arrangements, which means the terms and
conditions of our purchases from and sales to such customers are made independent of and without reference
to each other. These purchases as well as the sales of our solar products to such customers, respectively, have

been made at prices determined by arm’s length negotiation, taking into account the prevailing market
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conditions and our business relationship with the respective party. For purchases of polysilicon from our
customers, we are generally required to settle the payment before delivery of the polysilicon. For sales to our
customers from whom we source polysilicon, we either offer credit periods of no longer than 30 days on a
case by case basis or request our customers to pay before delivery of our solar products. For each of the three
years ended 31 December 2008 and the six months ended 30 June 2009, polysilicon purchased from our wafer
and ingot customers amounted to approximately RMB6.2 million, RMB19.0 million, RMB177.6 million and
RMB3.8 million, representing 23.9%, 26.2%, 53.9% and 2.8% of our total polysilicon purchases for such
periods, respectively. Our purchase of polysilicon from our customers as a percentage of our total polysilicon
purchase increased for 2008 compared to 2007 because there was a shortage of polysilicon in the market
during the first three quarters of 2008 and some of our customers were willing to supply more polysilicon
to us in this period for our production. For each of the three years ended 31 December 2008 and the six
months ended 30 June 2009, our revenues derived from those customers, whom we also purchased
polysilicon from, amounted to approximately RMB11.5 million, RMB240.7 million, RMB378.2 million and
RMB5.3 million, representing 8.5%, 69.0%, 49.6% and 2.9% of our total revenue for such periods,
respectively. It was a common practice in the industry to purchase polysilicon from customers. Due to the
historical shortage of polysilicon, our customers often sourced their own polysilicon materials and sold them
to wafer manufacturers in the industry in order to obtain more supply of wafers from those wafer
manufacturers. We are not required to and we do not set aside polysilicon purchased from our customers for
production of wafers for any specific customers. Sourcing polysilicon from our customers was a way for us
to expand and diversify our supplier base. As polysilicon has not been in shortage since the end of 2008, we

do not expect that we will need to purchase polysilicon from our customers in the foreseeable future.

Recyclable silicon

We also source polysilicon by purchasing recyclable silicon from various sources, pursuant to spot
purchases, in the event that there is a temporary industrial shortage of polysilicon. For each of the three years
ended 31 December 2008 and the six months ended 30 June 2009, approximately 11.3%, 5.6%, 5.3% and
0.5%, respectively, of our polysilicon feedstock purchases was recyclable silicon. The decrease in our
purchase of recyclable silicon during the Track Record Period was mainly due to polysilicon no longer be
in shortage since the fourth quarter of 2008. We do not use any scrapped patterned wafers. The recyclable
silicon that we purchase from third parties are semiconductor remelts, which, compared to scrapped patterned
wafers, are of higher quality and less contaminated, and thus are relatively easy to be recycled and can
produce wafers of relatively high conversion efficiencies. The third party suppliers of semiconductor remelts
are Independent Third Parties which include a Japanese company and some of our PRC customers. We did
not enter into any formal contracts with these third party suppliers and our transactions with them were
mainly based on purchase orders or invoices which set out the price, quantity and delivery terms. The price
for the spot recyclable silicon is generally higher than virgin polysilicon purchased under our long-term
contracts. We are required to prepay for our purchases with the recyclable silicon suppliers before delivery.
We generally do not receive any warranties or other forms of guarantees for these products. In addition, we

recycle the polysilicon scrap generated from our manufacturing process.
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SALES AND MARKETING

Major customers

We had a total of 44, 38, 31 and 49 customers for each of the three years ended 31 December 2008 and
the six months ended 30 June 2009, respectively. Our five largest customers, most of which were based in
the PRC, together accounted for approximately 69.5%, 84.4%, 66.1% and 62.8% of our total revenues for
each of the three years ended 31 December 2008 and the six months ended 30 June 2009, respectively. Our
largest customer for the six months ended 30 June 2009, who is a photovoltaic cell manufacturer and an
Independent Third Party, accounted for approximately 26.8% of our total revenues during the six months
ended 30 June 2009. We began our business relationship with this customer in 2007. Suntech, our largest
customer for each of the three years ended 31 December 2008, accounted for approximately 34.8%, 53.8%,
21.6% and 18.3% of our total revenues for each of the three years ended 31 December 2008 and the six
months ended 30 June 2009, respectively. Our percentage of sales to Suntech decreased since 2008 due to
our efforts to diversify our customer base. Four of our five largest customers in 2008 were PRC-based
companies engaged in the business of manufacturing solar cells. The significant increase in sales to our top
five customers and single largest customer from 2006 to 2007 was due to a shift in the focus of our selling
efforts to build up long-term strategic relationships with these customers. Since 2008, our sales to our top five
customers and our single largest customer decreased, however, as a result of our effort to expand our
customer base and increase our sales to other existing customers as a contingency plan in case our top five
customers terminate their business relationships with us. Further, through our marketing activities such as
attending industry exhibitions, we will continue to explore and identify new customers with whom it might
be rewarding for us to build a long-term relationship.

We did not encounter any incident of decrease or cancellation in purchase orders or material delays in
the acceptance of our solar products during the Track Record Period. In order to control such risks, we have
adopted a periodic customer appraisal program to review the payment and credit history of each customer on

a monthly basis and to determine whether we should continue to transact with each customer.

None of our Directors or any person who owned 5% or more of the issued share capital of our Company
as at the Latest Practicable Date or any of their respective associates has any interest in any of our five largest
customers during the Track Record Period.

For each of the three years ended 31 December 2008 and the six months ended 30 June 2009, our sales
to Sunergy accounted for approximately 0.6%, nil, 11.0% and 2.9%, respectively, of our total revenue. The
increase in sales in 2008 was primarily due to our decision to strengthen our business relationship with
Sunergy, who is a leading manufacturer of solar cell products, based on our favourable evaluation of
Sunergy’s production technology and thus its business prospect according to our communication with
Sunergy. We understand that a class action was commenced in the U.S. District Court for the Southern
District of New York on behalf of a class consisting of all persons who purchased the common stock of
Sunergy pursuant and/or traceable to Sunergy’s initial public offering on or about 17 May 2007. The
plaintiffs in the said action are alleging that Sunergy made false and misleading statements in their

registration statement and prospectus in connection with their initial public offering in May 2007 and are
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seeking to pursue remedies under the U.S. Securities Act. As advised by our U.S. legal advisers, Orrick
Herrington & Sutcliffe, none of the companies in our Group is named as a defendant in this class action, and
given that Sunergy has not cancelled or reduced any of its orders with us and has settled all payments with
us without any material delay, we believe that such class action will not result in any material adverse impact
on our Group, both financially and operationally. There was no trade receivables from Sunergy as at
31 December 2006 and 2007. As at 31 December 2008 and 30 June 2009, the trade receivables from Sunergy
were RMB15.9 million and RMB2.7 million, respectively. The decrease in our trade receivables with
Sunergy is primarily due to the decrease in our sales to Sunergy, as a result of our decision to diversify our
customer base in order to further spread our exposure to credit risks. Such trade receivables from Sunergy
had been fully settled as at the Latest Practicable Date. However, we will continue to monitor the
development of such class action as part of our periodic customer appraisal program. To the best of our
Directors’ knowledge, none of our major customers is subject to any legal proceedings that may have material
impact on our operations and financial condition.

Monocrystalline solar wafers

We currently sell substantially all of our monocrystalline solar wafers to a number of the industry

leaders in solar cell production, including Suntech, Topsola, Jiangyin Jetion, JA Solar and Sunergy.

Historically, a large portion of our sales were to solar cell and module manufacturers located in the
PRC, which comprised 89.3%, 95.2%, 86.6% and 86.6% of total revenues for each of the three years ended
31 December 2008 and the six months ended 30 June 2009, respectively. Although we will continue to focus
on our PRC-based customers, as our capacity expansion from 55 MW to 200 MW will be completed by the
end of November 2009, we will endeavour to expand our customer base to include leading solar cell
manufacturers in other parts of the world in order to increase our worldwide market share and diversify our

customer base.

Long-term sales contract with Suntech

We currently have one five-year framework agreement with Suntech, an Independent Third Party. We
began to supply solar wafers pursuant to such agreement in 2007. Our business relationship with Suntech
began in 2006. Although the contracted quantity and price for 2007 were fixed, quantities and prices for
subsequent years are subject to further discussions and written agreement between us and Suntech. Suntech
had prepaid a portion of the purchase price for some of the solar wafers to be delivered by us pursuant to
this agreement. The amount of prepayment made pursuant to the long-term sales agreement was determined
by arm’s length negotiation and as a percentage of the agreed amount of sales in 2007. However, all of such
prepayment had either been applied towards payment of purchases of wafers or refunded as at the Latest
Practicable Date pursuant to a supplemental agreement between the parties to reflect the change in market
practice. Suntech is not required to make any prepayment under the framework agreement during the

remaining contractual period.

The salient terms of the five-year framework agreement with Suntech are set out below:

° Effective period. The contract took effect on 10 November 2006 and will expire on 31 December
2011.
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Rights and obligations. We are required to supply, and Suntech has committed to purchase, a fixed
quantity of solar wafers at a fixed price in 2007. The quantities and prices for the subsequent years
are subject to further agreement between us and Suntech on an order-by-order basis, but in any
event the amount purchased each year shall increase by not be less than 10% of the total quantity
purchased in the preceding year. If Suntech fails to settle the purchase price on time, it will be
liable to pay us a penalty of 5% per month on the outstanding balance. On the other hand, if we
fail to supply the agreed quantity of solar wafers on time, we will be liable to pay Suntech a
penalty of 5% per month on the price of the outstanding quantity of solar wafers. If the penalty
reaches a certain level, the non-defaulting party may also terminate the agreement. Further,
Suntech is also liable for any loss of expected gain or otherwise that can reasonably be foreseen
should it fail to meet its purchase commitment and our Group is also liable for any loss of
expected gain or otherwise that can reasonably be foreseen should we fail to meet the purchase
order by Suntech. For the two years ended 31 December 2008 and the six months ended 30 June
2009, we were unable to fulfill our annual sales commitment to Suntech, and therefore breached

our sales obligations under the contract.

Suntech is also required to supply an agreed quantity of polysilicon to our Group for the year
ended 31 December 2007 under the contract. This is an independent obligation and not
conditional upon their purchase of solar wafers from our Group. On the other hand, we are also
not obliged to source polysilicon from Suntech under the contract. For the year ended 31
December 2007, Suntech was unable to provide the agreed quantity of polysilicon to our Group
and therefore breached their supply obligation under the contract. Although it is not a
back-to-back arrangement under the contract and Suntech is not obligated to supply any quantity
of polysilicon to us under the agreement except for the year ended 31 December 2007, it was the
commercial understanding between our Group and Suntech at the time when the parties entered
into the agreement that we would not be able fulfill our sales commitment in any given year
unless Suntech supplies sufficient quantity of polysilicon to us for any given year. In view of such
prior understanding and the benefits to both parties to continue to strengthen their relationship in
the difficult economic climate during the global financial crisis, we and Suntech mutually agreed
to waive any and all claims and/or rights of action against each other arising out of or in
connection with any breach of the contract during the Track Record Period, including the
aforementioned breaches by Suntech and us. Nonetheless, as polysilicon is no longer in shortage,
we do not expect that we will need to purchase polysilicon from Suntech in the foreseeable future.
In addition, we expect that we will be able to fulfill our sales obligations under the five-year
framework agreement going forward given our planned production capacity expansion and the
fact that polysilicon is no longer in shortage. Any of our failure to meet our sales obligations in
the future will constitute a breach of contract by our Group and we will be liable to pay Suntech

the abovementioned penalty.

Pricing and settlement terms. The solar wafers were sold at a fixed price in 2007 and the prices
and settlement terms for the subsequent years are subject to further agreement by arm’s length
negotiation between Suntech and us on an order-by-order basis. In 2008, we agreed to sell solar
wafers to Suntech with a credit period of up to seven days. Suntech is not required to make further

prepayment each year over the contractual period.
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° Goods return policy. Suntech is responsible to inspect the goods within 7 days of delivery by us.
If Suntech is not satisfied with the quality of the goods delivered, Suntech shall notify us within
30 day of delivery of such dissatisfaction. Upon confirmation by us that the delivered goods do
not conform to the agreed specifications, we shall replace such defective goods within 7 days.
Whether the delivered goods conform to the agreed specifications is determined by a set of
standard tests agreed to by both parties. The long-term sales contract does not have other goods

return provision.

° Termination and renewal. The agreement will be automatically renewed for one year, unless either
party gives written notice to the other to terminate the agreement prior to 30 days before the
expiry of the relevant term of the agreement.

The framework agreement with Suntech provides us with a significant volume of sales for a period of
five years, which is in line with our plans for production capacity expansion. According to the annual report
published by Suntech for the year 2008, Suntech was the world’s third largest manufacturer of photovoltaic
cells as measured by production output, and its photovoltaic cell manufacturing capacity as of 31 December
2008 was 1,000 MW per annum. Our Directors believe that Suntech will be able to honour its purchase
commitment as our volume of sales to Suntech, which was approximately 11 MW for the year 2007,
represents a small portion of its current scale of operation. Our Directors also believe that we will be able
to meet our obligation to supply the minimum quantity of solar wafers to Suntech in accordance with the
terms of the long-term sales contract given the expected expansion in our production capacity to 504 MW
by the end of June 2010 and the fact that polysilicon is no longer in shortage, which would be sufficient to
fulfil our annual supply obligation during the term of the framework agreement. For the above reasons, our
Directors believe that neither party will default under the current market situation, and nothing in the course
of our dealings with Suntech nor its public announcements made so far has led our Directors to believe
otherwise. As our sales to Suntech, accounted for approximately 34.8%, 53.8%, 21.6% and 18.3% of our total
revenues for each of the three years ended 31 December 2008 and the six months ended 30 June 2009,
respectively, and our annual sales percentage to Suntech going forward is expected to be generally similar
to such sales percentage for the six months ended 30 June 2009, any decrease in purchase orders from
Suntech will likely have a material impact on our future growth and profitability if we are unable to source
replacement orders from other customers.

Short-term sales contracts

Our short-term contracts for sales of our solar wafers are generally for fixed quantities, at prevailing
market prices.

Monocrystalline Solar Ingots

Sales of monocrystalline solar ingots, as a percentage of total revenues, decreased substantially over the
Track Record Period and accounted for 9.1%, 7.4%, 22.7% and 10.0% of total revenues for each of the three
years ended 31 December 2008 and the six months ended 30 June 2009, respectively. We shifted our focus
beginning in 2006 from sales of ingots to sales of wafers by increasing our wafer slicing capacity to meet
customer demands and to be able to better control the quality of wafers manufactured using our ingots. We
do not have plans to expand this business in the foreseeable future. The increase in sales of solar ingots as
a percentage of total revenues in the year ended 31 December 2008 was mainly due to our expansion of
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capacity. In addition, some of our major customers increased their purchase of ingots from us during a period
of ingot shortage during 2008. Sales of ingots as a percentage of total sale for the six months end 30 June
2009 decreased because there was no longer such shortage and we continued to place greater emphasis on

the production of solar wafers.

Semiconductor products

We manufacture ingots and wafers for use in the semiconductor industry. Sales of semiconductor
products accounted for 7.3%, 7.8%, 4.2% and 4.9% of our total revenues for each of the three years ended
31 December 2008 and the six months ended 30 June 2009, respectively. We have no current plans to expand

this business.

Processing services

We provide wafer processing services for certain solar cell manufacturers in order to maintain good
relationship with these customers. Revenues from processing services are classified under “Other Income”
on our financial statements. Our processing services customers provide us with ingots for the production of
solar wafers, in accordance with their specifications, which are separate from our inventory of raw materials
and unrelated to our purchase of polysilicon from our customers. We have no current plans to expand this
business.

Pricing

The prices of our solar wafers are determined by various factors, including:

global supply and demand for solar wafers;

° prices of solar cells and modules;

° raw materials prices, including in particular market prices of polysilicon;

° terms of specific contract, for example, quantity and type of solar wafers involved; and

° historical relationship with and strategic value of a specific customer.

High quality monocrystalline solar wafers, in particular in the larger 156 mm by 156 mm size, generally
command a higher price than lower efficiency solar wafers in the smaller 125 mm by 125 mm size, although
the average selling price of our 156 mm by 156 mm solar wafers was lower than that of our 125 mm by 125
mm solar wafers for the six months ended 30 June 2009 due to deteriorated market conditions and 156 mm
by 156 mm solar wafers being less commonly used during the period. A high efficiency solar wafer can be
priced higher than a low efficiency solar wafer because the high efficiency solar wafer can be used to produce
a solar cell with high conversion efficiency rates and solar cells are priced based on the number of watts of
electricity they can generate. As a PRC-based manufacturer of solar wafers that can be used to produce solar
cells with conversion efficiency rates in the range of 17% to 18%, we believe we enjoy a competitive

advantage over some of our PRC-based competitors.
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We generally do not fix prices for longer than one year so that we may be positioned to take advantage
of any increase in solar wafer prices in the near term. Although prices of monocrystalline solar wafers have
enjoyed a generally increasing trend over the past few years, due in part to increasing polysilicon prices and
the general increase in demand for solar products, the recent financial crisis and the deteriorated worldwide
economic conditions have resulted in a significant fall in prices of monocrystalline solar wafers and we can
give no assurance that such trend will not continue in the future. Please refer to “Risk Factors — Risks
Relating to Our Business — Prices for solar wafers may fluctuate, subject to future demand for solar products

and competitive factors” for more information about the fluctuation of solar wafer prices.

In order to mitigate the adverse impact of weakening product prices on our Group’s results of
operations and financial condition in light of the global economic crisis, we have taken and plan to take
further measures to improve the quality of our solar products and to reduce our production costs. We also aim
to improve the conversion efficiency of our solar products, further improve the efficiency on materials
utilisation and better control our production costs.

We expect that there will be an industry-wide expansion to increase the overall solar wafer production
capacity over the next few years and we therefore may have limited power to pass on any increases in our
raw material costs, whether due to the increase in market prices for our raw materials, our customers

demanding thicker wafers or otherwise, to our customers.

Prior to the fourth quarter of 2008, prices of polysilicon have been rising at a higher rate than prices
for our solar products. The average unit price per kg of polysilicon procured by us increased by 77.8% from
2006 to 2007, 99.8% from 2007 to 2008. The average unit price of our solar wafers, in RMB per Watt,
increased by 6.1% from 2006 to 2007, and decreased by 2.3% from 2007 to 2008. We experienced a general
decrease in our gross profit margin during the Track Record Period, as the prices of polysilicon increased at
a higher rate than the prices of our solar products from 2006 to the third quarter of 2008 and as the prices
of our solar products fell at a faster rate than prices of polysilicon since the fourth quarter of 2008 when the
financial crisis and the global economic downturn started to significantly impact us. Due to the recent
financial crisis and the deteriorated worldwide economic conditions, our customers have bargained for lower
prices with us and we have had to reduce the selling prices of our solar products since November 2008. As
a result, the average unit selling price of our 125 mm by 125 mm solar wafer products decreased from
RMB16.6 per Watt for the year ended 31 December 2008, to RMB6.8 per Watt for the six months ended 30
June 2009, and the average unit selling price of our 156 mm by 156 mm solar wafer products decreased from
RMB17.8 per Watt for the year ended 31 December 2008, to RMB6.5 per Watt for the six months ended 30
June 2009.

Nonetheless, our average unit selling price decreased in early 2009 and have started to stabilise since
April 2009. The average unit selling price of our 125 mm by 125 mm solar wafers decreased by
approximately 41.9% from RMB23.6 per piece in January 2009 to RMB13.7 per piece in April 2009, but
remained stable at approximately RMB14.0 per piece from May to August 2009. Similarly, the average unit
selling price of our 156 mm by 156 mm solar wafers decreased by approximately 34.6% from RMB40.2 per
piece in January 2009 to RMB26.3 per piece in April 2009, but only decreased by approximately 15.2% to
RMB22.3 per piece in June 2009 compared to April 2009 and experienced a slight increase of 7.6% to
RMB24.0 in August 2009 compared to June 2009. The average unit selling price of our ingot products
decreased by 46.4% from RMB1,211.4 per kg in January 2009 to RMB649.3 per kg in April 2009, but only
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decreased by 2.1% to RMB635.8 per kg in June 2009 compared to April 2009. We increased the average unit
selling price of our ingot products by approximately 26.3% to RMB803.3 per kg in August 2009 compared
to June 2009 to bring down demand from customers for our ingots due to our strategy to focus on the sales

of wafers.

We generally cannot fully pass on our increased procurement costs of polysilicon to our customers
during the Track Record Period as the prevailing range of market prices of similar products sold in the market
are known by our customers and such market prices serve as benchmark prices our customers are willing to
pay. In addition, following the financial crisis, our customers had taken advantage of the their increased
bargaining power by demanding thicker wafers, which would minimise their breakage rates, but not agreeing
to bear the cost of the increased polysilicon required to manufacture thicker wafers. Further, they may use
other sources of renewable power as substitutes for our solar products to generate power. We believe our
pricing power of solar products is similar to our industry peers as the pricing of solar wafers is primarily
determined by product quality, supply and demand of solar wafers and the prevailing feedstock cost, and is
ultimately constrained by prices of alternative sources of renewable energy. If prices of our solar products
continue to decrease at a higher rate than the prices of polysilicon, or if in the future prices of polysilicon
increases at a higher rate than the prices of our solar products, it is likely that our gross profit margin will
further decrease.

We believe prices of polysilicon and wafers may still fluctuate in the near future due to the downward
pressure on prices of solar wafers, the recent financial crisis and deteriorated worldwide economic conditions
mentioned above. We will continue to adopt cost efficiency measures to maintain or improve our gross profit

margins.

We generally charge a fixed fee for our processing services, which is based on the type and quality of
raw material supplied to us by our customers and the number and type of solar wafers requested to be
manufactured. Prices for our processing services are fixed on a per wafer basis and depend on prior dealings
with the customer, specifications of the product to be produced, sales volume and prevailing market
conditions.

Prices for our semiconductor ingots are generally determined on a customer by customer basis, based
on factors such as prior dealings with the customer, specifications of the product to be produced, volume of

sale and prevailing market conditions.

Payment terms

From 2006 until the third quarter of 2008, we generally require full payment from our customers before
delivery. Since the fourth quarter of 2008 we generally offer credit periods of 30 days to our long-term and
reputable customers and require our other customers to pay in advance the full purchase price for our solar
products. For customers from whom we require payment in advance, there is no specific term which states
how many days prior to delivery such payment must be received by our Group. Normally, once the customer
has paid in full, our Group will arrange for delivery of the products. In addition, based on business
negotiations with our customers, we may accept bills with a term of three to six months as payment on a
case-by-case basis from customers who meet criteria such as strong credit standing, proven settlement record,

good business relationship with our Group and satisfactory business track record. We adopted and will
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continue to implement a customer appraisal program in which we review our customers’ payment records
each month as an internal control measure to monitor our trade receivables and assess each customer’s
credibility.

Marketing

We have historically focused our marketing efforts on PRC-based solar cell and module manufacturers.
However, as we seek to diversify our customer base to minimise geographic concentration, we will seek to
add leading international solar cell makers who are based outside of the PRC as our customers. To that end,
we will select a small group of potential customers who we believe will be leaders in the solar cell industry.
To assist in identifying this group of target customers and showcase our high quality solar products, we will
attend solar power trade shows and conferences. We will continue to develop our relationships with leading
solar cell manufacturers based in the PRC, including Suntech and Sunergy, and intend to expand our network
of international customers outside of the PRC. Our marketing department was able to effectively manage and
build up our customer base and in July 2009, we appointed Ms. Jane Wu as our President of Global Operation
to assist our Group to further develop our customer base in markets outside of the PRC, particularly in USA.
We selected USA as a market to develop our customer base as we believe USA is one of the major markets
for solar products and would provide us with a significant potential for growth in our sales. Our Directors
believe that the USA market for solar products is competitive based on industry forecast and management
knowledge and experience of the USA market. Nonetheless based on recently announced government
incentive programs in USA, such as the stimulus to the renewable energy sector under the American
Recovery and Reinvestment Act, we believe that the market for solar products in USA will continue to grow
significantly in the foreseeable future. Please refer to the paragraph headed “Government Policy — B. United
States” in the section headed “Industry Overview” in this prospectus for more information about the
government policies that promote the development of solar industry in the USA market. We also believe that
Ms. Jane Wu, who has more than 15 years experience in business development in the semiconductor industry,
will bring along her industry experience and knowledge to us and be able to help us grow our business in
USA in a meaningful way. Please refer to the section headed “Directors, Senior Management and Employees”
in this prospectus for the details of the qualifications and experience of Ms. Jane Wu. Our plan for our U.S.
operation includes establishing strategic alliances with international solar cell manufacturers, identifying
potential market opportunities, developing sales channels, establishing product branding for the Group and
participating in international conferences. In response to the deteriorated market conditions triggered by the
recent financial crisis since October 2008, we have increased our sales personnel and their compensation
package with a view to maximise our sales to mitigate the impact of the changes in the market conditions
on us. We also intensified our sales effort to our existing customers with relatively high production capacities
with an aim to increase our sales volume to them. We believe that our sales efforts have been successfully
enhanced as a result, as evidenced by the increase in our sales volume for the six months ended 30 June 2009
as compared to the same period last year in a market where demand had contracted significantly.

We have strengthened our sales and marketing effort in order to support our production capacity
expansion plan by:

1.  the recent establishment of our U.S. operation to explore market opportunities in the U.S. to
further diversify our customer base;

2. our plan to set up a liaison office in U.S. to strengthen our market presence; and

— 155 —



BUSINESS

3. our plan to recruit 12 additional sales staff to be based in Shanghai to further strengthen our sales
and marketing capability and to solicit more sales orders from our existing and potential

customers.

In order to attract new customers, we have carried out or planned to carry out the following sales and

market activities:

1. our participation in two industry trade shows in Germany and the U.S. in May 2009 and July

2009, respectively, to increase our exposure in the international market;

2. our participation in two industry trade shows in the PRC and Taiwan in May 2009 and October

2009, respectively, to increase our exposure in the Asia market; and

3. having sent our product samples to more than 10 potential customers during 2009 as at the Latest
Practicable Date in an effort to attract new customers by impressing such potential customers with

the quality of our solar products.

QUALITY ASSURANCE

Each stage of our manufacturing process is subject to a strict quality assurance system to ensure that
the monocrystalline solar wafers we manufacture are able to achieve some of the highest conversion
efficiency rates in the industry in the PRC. We believe we have been able to leverage our experience from
the semiconductor industry, which generally requires stricter quality assurance systems than the solar power
industry, to establish and maintain a strict quality assurance system. Our quality assurance team comprises
over 40 staff, of which ten of them have an average of ten years of related industry experience and graduated
from technical schools, junior colleges or universities in related disciplines. The quality assurance team is a
significant contributor to our ability to manufacture one of the highest efficiency solar wafers in the industry
in the PRC.

We routinely inspect polysilicon raw materials, in particular the recyclable raw materials we source
from third parties, as well as the crucibles, slurry and wires, for purity and other relevant characteristics. The
quality assurance team conducts systematic tests at each stage of the manufacturing process such as
pre-cutting tests, round-ingot tests, square-ingot tests and wafer tests to ensure conformity with internal
benchmarks, including resistivity and life time, and customer specification requirements. During the
pre-cutting tests, round-ingot tests, square-ingot tests and wafer tests, we test our solar products in terms of
their appearance, size and type. In particular, during the round-ingot tests, we also conduct sample tests on
oxygen and carbon content, and during the wafer tests, we also conduct sample tests on resistivity. In order
to test the different aspects of our solar products, we have adopted methodologies such as, testing the
appearance by conducting visual measurements and testing the size, type, resistivity and dislocation by
utilising measuring tapes, polarity pens, resistivity instruments and microscopes respectively. We conduct a
final inspection of our solar products prior to shipment to our customers. We have experienced a limited level
of quality-related product returns from our customers in the past. We will continue to work with our
customers to address all quality-related issues quickly and efficiently. The rate of return of our solar products
based on total revenue was less than 2% for each of the years ended 31 December 2008 and the six months
ended 30 June 2009.
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We have received numerous certificates and qualifications including the following:

Year of grant

Awards/recognition

Awarding body

Group company
being awarded

2005 and 2007 . .

2005, 2006, 2007
and 2008

Our solar power monocrystalline
silicon and monocrystalline silicon
wafers were certified as a new and
high technological achievement
transformation project in the
Shanghai municipality (b7 T = #r
Tty R AL T yNee !

ISO9001:2000 certificate of
registration for monocrystalline
silicon and silicon wafer
production, and polycrystalline
silicon processing™°'*® 2

Our solar power monocrystalline
silicon and monocrystalline silicon
wafers were certified as a new and
high technological achievement
transformation project in the
Shanghai municipality

(98 T R Rl R AL I 7
,f%w)NOte 3

ISO9001:2000 quality management
system certificate for the production
of silicon wafers for solar grade
battery™ot

Certificate for High and New
Technology Enterprise

(AT G S it N

Certificate for Foreign-Funded

. Enterprises with Advanced

Technology
(NP B ST HE RN A SRk ) Note ©

The Shanghai Municipal
Certification Centre for Projects
of Transformation of New and
High-Tech Achievements

(8 T Tl R AL TR
[VEE | /NC=Y)

China Certification Center, Inc.

The Shanghai Municipal
Certification Centre for Projects
of Transformation of New and
High-Tech Achievements

(b o8 Tl R R il R B LI

China Certification Center, Inc.

The Science and Technology
Commission of Shanghai
Municipality
(iR B )

The Shanghai Foreign
Investment Commission and The
Shanghai Foreign Economic
Relation & Trade Commission
(LiH AR E TIEZE g/
T B AN b % B )
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Group company

Year of grant Awards/recognition Awarding body being awarded
2008. ......... Certificate for High and New The Science and Technology Comtec Solar
Technology Enterprise Commission of Shanghai
(1 0 A S R s )Note 7 Municipality

(LR B ),
Shanghai State Tax Bureau
(b ZBiFS 5)), Shanghai
Local Tax Bureau

(b T3 5 BiFS 5)), Shanghai
Finance Bureau (I 17 B =)

Note:

The accreditation for high and new technological achievement transformation project of solar power monocrystalline silicon and
monocrystalline silicon wafers is granted on a long-term basis and is subject to review every six months. This accreditation is
granted to individuals or enterprises who are able to put their high and new technology achievements into practice in their
production process. With this certification, our Group can be entitled to the benefits under = 1 {if 3 =5 8 7 0l A SR 4L Y 25
FHE) (Provisions of the Shanghai Municipality on Promoting the Transformation of High and New Technology). The benefits
include subsidies from the government to develop the technological achievement, income tax deduction based on the level of
expenditures related to the technological development, exemption from transaction fee and land use right registration fee for
transactions related to the technological achievement transformation project, and financing guarantee by the Shanghai
Municipality. The Shanghai Municipal Certification Centre for Projects of Transformation of New and High-Tech Achievements
has the right to monitor the technological achievement transformation project and determine whether the project remains eligible
for such benefits.

The ISO 9001:2000 certificate of registration for monocrystalline silicon and silicon wafer production, and polycrystalline silicon
processing is valid from 12 December 2005 to 11 December 2008. The significance of this certificate is to certify that the quality
of management of Comtec Semi with regards to monocrystalline silicon and silicon wafer production, and polycrystalline silicon
processing is in line with the requirements of ISO 9001:2000. We shall apply for renewal of the certificate before 11 December
2008. China Certification Center, Inc. was the first certification institution in the PRC to be approved by China Accreditation
Committee for Environmental Management System Certification Bodies (CACEB) and one of the first in South East Asia to be
approved by United Kingdom Accreditation Service (UKAS). It is authorised to issue various certification such as ISO9001 and
1SO14001.

Please refer to Note 1. The certificate is renewed in 2007 and 2008.

The ISO 9001:2000 certificate for the production of silicon wafers for solar grade battery is valid from 20 December 2006 to
19 December 2009. The significance of this certificate is to certify that the quality of management of Comtec Solar with regards
to the production of silicon wafers for solar grade battery is in line with the requirements of ISO 9001:2000. We shall apply for
renewal of the certificate before 19 December 2009. China Certification Center, Inc. was the first certification institution in the
PRC to be approved by China Accreditation Committee for Environmental Management System Certification Bodies (CACEB)
and one of the first in South East Asia to be approved by United Kingdom Accreditation Service (UKAS). It is authorised to issue
various certification such as ISO9001 and ISO14001.

The certificate for High and New Technology Enterprise of 2005 is granted for a term of two year and that of 2007 is granted
for a term of one year. The enterprises satisfying certain requirements under ¢ b7 =87 H 0l 22658 € ##1%5)  Shanghai
Municipal Measures for Recognition of High and New Technology Enterprise issued in 2001 will be recognised as a high and
new technology enterprise.

The certificate for Foreign-Funded Enterprise with Advanced Technology is granted for a term of one year and shall be reviewed
annually based on the enterprise performance during the previous year. The certificate is granted to foreign invested enterprises
with high and new technology achievements. Foreign invested enterprises with this certificate are entitled to the benefits
under < [EH B B BB PR ECE A FERHIED  (Rules to Encourage Foreign Investment, issued by the State Council). The
benefits include tax reductions for exporting and technological enterprises and priority in financing. We will file the renewal
application in the due course. The Shanghai Foreign Investment Commission and the Shanghai Foreign Economic Relation &
Trade Commission both implement guidelines, policies, laws and regulations related to foreign trade and attracting foreign
investments. They also draft and enforce Shanghai’s development strategy and guide Shanghai’s foreign trade activities and

foreign exchange control.
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7. The certificate was issued on 31 December 2008 with an effective period of three years and subject to review upon expiry
pursuant to  CEHTH A 2ERE B HEHEL)  (Measures for Recognition of High and New Technology Enterprises) effective on
1 January 2008. High and new technology enterprises will be granted with a preferential enterprise income tax rate of 15% upon
application with the relevant tax bureau. In order to be recognized as a high and new technology enterprise, the enterprise shall
be engaged in one of the high and new technology fields supported by the PRC Government. The enterprise shall continuously
research, develop and transform its technological achievement to become its main intellectual property, as its basic development

operating activities.
RESEARCH AND DEVELOPMENT

Our research and development activities are focused on improving our manufacturing processes to
increase conversion efficiency rates and improve production yields and manufacturing efficiencies. As at the
Latest Practicable Date, our research and development team was comprised of Mr. Shi Cheng Qi, our CTO,
who has more than 30 years of experience in silicon and material engineering, and over 10 production
managers and assistant managers who have, on average, over 12 years of relevant industry experience and
graduated from technical schools, junior colleges or universities in related disciplines. Most members of our
research and development team worked at other departments of our Group and had technical responsibilities,
such as pulling ingots and cutting wires, prior to joining the research and development team. Mr. Hu Ru Quan
and Mr. Cheng Yu Wei, our senior management members, are members of our research and development team
and both of them have approximately 15 years of related industry experience. We hold monthly management
meetings to discuss and monitor the progress of research and development projects and costs. Our past
achievements include:

° leveraging our experience in the semiconductor industry to improve ingot pulling processes;
° designing a new hot zone structure to lower energy consumption during the ingot pulling process;
° developing slicing processes using thinner wires to reduce kerf loss and improve production yield;

° designing new ingot-holding fixtures to allow the loading of longer ingots to increase

manufacturing efficiencies;
° developing square wafers;

° developing a 24 square inch hot zone for pulling 210 mm by 210 mm ingots; and

developing 210 mm by 210 mm wafers ready for large-scale commercial production.

Our current research and development projects include:

° reducing thickness of wafer to 160 pwm by December 2009;

° increasing average conversion efficiency rates of solar cells manufactured using our solar wafers
to above 18% by the end of December 2010; and

o improving the manufacturing process of 210 mm by 210 mm wafers and square wafers.
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In addition, we have established a strategic development relationship with Topsola, a photovoltaic
modules and photovoltaic power generation system manufacturer, pursuant to a technical support services
agreement between our Group and Topsola dated 29 February 2008 to further expand our technical
capabilities in designing, developing and manufacturing solar wafers. Topsola is a solar cell manufacturer in
the PRC which is well known as a technology leader in the solar power industry in the PRC due to its strong
technical background supported by Shanghai Jiao Tong University, one of its indirect shareholders, and its
extensive research and development capabilities. Our agreement with Topsola is to formalise our relationship
for a term of four years commencing from 1 January 2007 and ending on 31 December 2010. The purpose
of the agreement is for the parties to cooperate and improve the conversion efficiency rate of the wafers used
in solar cell production. We provide product specifications to Topsola and Topsola would in turn provide us
with feedback on the specifications. There are no tangible rewards payable to Topsola. From our cooperation,
Topsola is able to research on wafers to improve their conversion rate and we are able to upgrade our solar
products. Both parties have the obligation to keep all technical information obtained during the term of
cooperation strictly confidential. We have not incurred and will not incur any specific development costs, and
have not developed and will not develop any intellectual property rights, in connection with this cooperation
arrangement. For example, we are currently developing a specialty wafer using high purity virgin polysilicon.

One illustration of our achievements in research and development is that we manufacture N-type
monocrystalline silicon ingots, which we indirectly supply to a Japanese company for their production of
high efficiency N-type solar cells. The production of N-type ingots is more complicated than P-type ingots

because it is more difficult to control the resistivity range in N-type ingots.

The amount of our research and development expenses was insignificant during the two years ended
31 December 2007 and the first half of 2008 as research and development activities were mainly performed
by our staff by utilising our existing fixed assets, and therefore, we did not record research and development
expenses as a separate item until July 2008. Since July 2008, we started to record our research and
development expenses as a separate item. For the year ended 31 December 2008 and the six months ended
30 June 2009, our research and development expenses were RMB1,079,000 and RMB1,683,000,
respectively.

INTELLECTUAL PROPERTY

We have developed various proprietary technologies relating to the production of solar wafers. As at
the Latest Practicable Date, we have received five patent certificates issued by the PRC patent authorities,
of which one was an invention patent and four were utility model patents. The invention patent relates to a
pulling method and the utility model patents relate primarily to cutting methods and a tool to hold
square-shaped tubes.

We rely on employment and non-competition agreements with our directors, officers and employees to
protect our intellectual property. These agreements prohibit our directors, officers and employees from
misappropriating our intellectual property, competing with us after termination of employment or claiming
ownership to inventions, designs and other technology developed during their employment with us. Although
these agreements are valid and enforceable, whether these agreements will provide the protection to our
Group as intended is subject to the risks related to the PRC legal environment. Our PRC legal advisers,
Commerce & Finance Law Office, confirm that these employment and non-competition agreements are valid
and enforceable under the applicable PRC laws and regulations. During the Track Record Period, we have
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not experienced any breach of the employment and non-competition agreements by our employees. Please
refer to the section headed “Risk Factors — The PRC legal system is not fully developed so the legal
protections available to you may not be as comprehensive as those offered in other jurisdictions” in this

prospectus for a more detailed discussion on such risks.

Comtec Solar filed a registered trademark application on 7 March 2008 which was accepted by the
Trademark Bureau of State Administration of Industry and Commence on 19 March 2008. However, we will
not enjoy any proprietary rights over such trademark until the registration is completed. As confirmed by our
PRC legal advisers, Commerce & Finance Law Offices, we have filed the trademark application according
to PRC laws and regulations and there is no legal impediment to our registration of the trademark if the
requirements under the relevant laws are satisfied. However, we will not be able to enjoy any proprietary
right over the trademark should such application for registration be unsuccessful. Please refer to the section
headed “Appendix VI — Intellectual Property Rights to the Group” to this prospectus for further details of
the Group’s intellectual properties.

As at the Latest Practicable Date, we have not experienced any infringement of our intellectual property

rights by third parties, nor have we infringed any intellectual property rights owned by third parties.
COMPETITION

The solar wafer industry is evolving and may become increasingly competitive, particularly if the
current worldwide shortage of polysilicon is addressed by increasing supply. We believe that the principal
competitive factors for our industry include:

° product quality;

° production technology and efficiency;

° relationship with suppliers;

o cost competitiveness and price; and

° sales and marketing network.

We believe our success depends in part on our ability to efficiently manufacture high quality
monocrystalline solar wafers at a competitive price, utilising advanced production technology. Additional
factors which drive competition in attracting customers include the quality and reliability of our solar wafers
and our ability to meet production schedules in a timely manner, which will, in part, depend on our ability
to procure polysilicon at commercially reasonable prices in a timely manner.

We believe our most direct competitors are monocrystalline solar wafer manufacturers based in the
PRC but we also compete, although to a lesser extent, with monocrystalline solar wafer manufacturers in

other countries. In addition, as global production of solar wafers increases, we expect the production of

multicrystalline solar wafers to become an increasing competitive factor.
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We expect increased competition resulting from existing competitors’ expanding capacity, as well as
new entrants. Although solar power demand and solar wafer demand are expected to increase in the near term,
no assurance can be given that increases in the global solar wafer production capacity will not outpace
demand. Increased competition could reduce our operating margins due to price competition and loss of
market share. Many of our competitors have vertically integrated business models that enable them to enjoy
a stable supply of raw materials or distribution channels for sales of their products. We also expect existing
and potential new competitors to pursue their business plans aggressively, which is likely to have a negative
impact on the prices we are able to charge for our solar products. Our inability to adequately address these
and other competitive pressures by successfully implementing our strategies will likely have a negative
impact on the prices we are able to charge for our solar products, as well as increase the costs and expenses
associated with our production process, which is likely to have a material adverse effect on our business,
prospects, financial condition and results of operations. Please refer to the section headed “Risk Factors —
Risks Relating to Our Business — We may not be able to compete effectively against manufacturers who may

have greater resources and more advanced technologies than we do”.

EMPLOYEES

We had 165, 387, 455 and 496 full-time employees as at 31 December 2006, 2007, 2008 and 30 June
20009, respectively. As at the Latest Practicable Date, we had 636 full-time employees, of which 15 employees
were in managerial positions, 490 employees held positions relating to production and other technical
disciplines, 61 employees were in positions relating to administration and support, 56 employees were in
positions relating to quality assurance, 7 employees were in positions relating to finance and accounting, and
7 employees were in positions relating to sales and marketing. As at the Latest Practicable Date, our research
and development team comprised our CTO, Mr. Shi Cheng Qi, and 10 managers or assistant managers in our

production team, who on average have over 12 years of relevant industry experience.

As part of our expansion plan, we plan to hire approximately 200 employees from July to November
2009 and approximately another 495 employees from January to June 2010. Since July 2009, we have hired

147 new employees as at the Latest Practicable Date.

Set forth below is our recruitment plan:

Approximate
Number of
Function Employees Required Qualifications

in 2009 in 2010
Managerial positions . ........... 1 — At least a junior college degree or above
depending on the position and five years
of working experience in the relevant

industry
Production and other technical 173 462  Secondary school education qualification
disciplines . ................ or above depending on position and two

years of relevant industry experience for
certain technical positions
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Approximate
Number of
Function Employees Required Qualifications

in 2009 in 2010

Administration and support staff ... 9 9 Tertiary or secondary school education or
above depending on the position and at
least two years of work experience

Finance and accounting . ......... 2 2 Tertiary or secondary school education or
above depending on the position and at
least two years of work experience

Sales and marketing staff . ... ... .. 5 12 Tertiary or secondary school education or
above depending on the position and at
least two years of work experience

Future senior position ........... 10 10 Electronics, machinery or materials
related junior college degree or above

In order to achieve our recruitment goals, we will approach employment agencies, set up online
recruitment advertisements and consider referrals from our staff or industry peers. We have budgeted a total
of approximately RMB260,000 for the purpose of recruitment and most of the funds will be used as payment

to employment agencies.

We generally estimate a training period of approximately three months for manufacturing related
personnel. Virgin polysilicon does not need to be cleaned or otherwise treated before it is placed into a
crucible. Scrap polysilicon and most other types of recyclable silicon however, must be cleaned and treated
by processes which are labour intensive before such materials may be used for manufacturing. As a result,
we require fewer employees, and our manufacturing process is significantly less labour intensive, than our

competitors who rely primarily on scrap polysilicon as their raw material.

According to (¥ AN RILAIE 45 #) 4 [R]7%) (The Labor Contract Law of the PRC) (the “New
Labour Law”) effective as of 1 January 2008, greater duties are imposed on employers which impacts the cost
of an employer’s decision to reduce its workforce. Further, it requires certain terminations to be based upon
seniority and not merit. If our Group decides to significantly change or decrease our workforce in the PRC,
the New Labour Law could adversely affect our ability to enact such changes in a manner that is most
advantageous to our circumstances or in a timely and cost effective manner, thus our results of operations
could be adversely affected. Our Group has updated our labour contracts according to the New Labour Law,
and there is no immediate impact on the operation and financial condition of our Group following the
implementation of the New Labour Law.

As required by PRC regulations, we participate in statutory retirement plans organised by the respective
PRC local governments. We currently contribute 22% of the statutory benchmark salary amounts to such
funds. Our contributions to the statutory retirement plans are charged to the consolidated profit and loss
account as and when incurred. We also provide our employees with medical insurance and unemployment
insurance as required by PRC laws and regulations. As confirmed by our Directors, our Group has complied
with the relevant national and local labour and social welfare laws and regulations, and the relevant

contributions have been made by our Group in accordance with these laws and regulations.
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Our Group participates in a mandatory provident fund scheme which was established under the
Mandatory Provident Fund Ordinance (Chapter 485 of the laws of Hong Kong) in December 2000 (the “MPF
Scheme”). The assets of the MPF Scheme are held separately from those of our Group and are invested in
funds under the control of independent trustees. We contribute 5% of our relevant payroll costs to the MPF

Scheme, which contribution is matched by the relevant employees of our Group.

We have not experienced difficulties in hiring or retaining employees in general. Our staff turnover
rates for each of the three years ended 31 December 2008 and the six months ended 30 June 2009 were 6.7%,
6.5%, 14.8% and 8.6%, respectively. We enter into employment agreements with all of our directors and

officers. We consider our relationship with our employees to be good.
ENVIRONMENTAL MATTERS

We generate chemical waste, waste water and other industrial waste during the production of our
monocrystalline solar wafers. We are subject to periodic inspections from the local environmental protection
bureau. PRC national and local environmental laws and regulations impose fees for the discharge of certain
waste materials, impose fines and other penalties for serious violations and provide that production of

offending companies may be temporarily suspended or permanently terminated in certain circumstances.

We have instituted various measures to comply with applicable laws and regulations, including
measures to monitor and control waste water and waste chemicals. We currently have in-house waste water
treatment facilities and external waste chemicals processing facilities. Our facility maintenance team
oversees our compliance with environmental and waste treatment laws and regulations. Since 2000, Mr. Shi
Cheng Qi, our executive Director and CTO and Ms. Wu Yao Fen, our manager for material preparation, have
been responsible for the formulation and implementation of specific measures taken by us to comply with
applicable environmental protection laws. Our research and development efforts to reduce the impact of our
production process on the environment are mainly focused on modifications of our existing equipment. One
of the sources of pollution in the solar power industry is the cleaning process which creates waste water. We
have therefore modified our cleaning tanks by installing a system to filter debris, which include silicon,
metal, diamond sand, and other dirt, to minimise the direct flow of waste water into the water treatment
facilities. The leftover debris will be sent to waste processing companies once they have accumulated to a
certain level. This effort has significantly reduced the amount of waste water dumped into the waste water
treatment facilities. Our existing facilities are examined and maintained periodically to ensure that they
function properly. Our Group outsources waste chemical treatment to an external waste chemical processing
facility. The amount of fee payable to the external waste chemical processing facility is approximately
RMB20,000 per month for waste chemical treatment services. In order to support our capacity expansion and
to ensure compliance with the applicable environmental protection laws, we plan to construct an additional
in-house waste treatment facility. We have substantially completed the construction of such in-house waste
water treatment facility in July 2009. The cost incurred for the construction of such facility is approximately
RMBI1.5 million, which is funded from our cash flow from operations.

In May 2009, Comtec Solar was fined by Shanghai Naihui Bureau of Environmental Protection for
RMB40,000 for the over-discharging of polluted water. We settled the fine on 25 May 2009 and we have
proper procedures in place for the discharging of polluted water to ensure compliance with the relevant laws
and regulations and have instructed our production personnel of these procedures in order to avoid
over-discharging of polluted water in the future.
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Save as disclosed above, during the Track Record Period and as at the Latest Practicable Date, we had
not encountered any non-compliance or any complaints from our customers or the public in respect of
environmental protection issues relating to the use of our solar products, or any incidents arising from our
production activities. The amount of hazardous chemicals used by our subsidiaries is insignificant and the
containers of such hazardous chemicals have passed the inspection of the relevant department of work safety
supervision and administration. Our cost of compliance with applicable environmental protection laws and
regulations was approximately RMB42,000, RMB562,000, RMB430,000 and RMB100,000 for each of the
three years ended 31 December 2008 and the six months ended 30 June 2009, respectively. We expect the
compliance costs for environmental protection of the Group will be approximately RMB500,000 in 2009.

We believe that there are no environmental protection laws and regulations which may adversely affect
our production in any material respect, and we are currently in compliance in all material aspects with all
applicable environmental laws and regulations. However, according to {13 A R ALFNE /KI5 G B iaik)
(The Law of the PRC on Prevention and Control of Water Pollution) (the “New Water Pollution Law”)
amended on 28 February 2008 and effective on 1 June 2008 and other relevant laws and regulations of the
PRC and the Shanghai Municipal, any enterprise discharging waste water or pollutants into waters is required
to seek approval from the relevant environmental protection authorities, and any discharging of waste water
or pollutants without prior approval is strictly prohibited. Under the New Water Pollution Law, a system of
more stringent penalties is imposed against enterprises which violate environmental protection laws or

standards.

On 27 March 2007, the Environmental Protection Bureau of Shanghai Municipal issued a Notice in
Respect Of the Renewal and Issuance of Pollutant Discharge Permits (B BE 15 7 o] & #88 i i A5 )
(the “Notice”) which provides that from 2007 onward, pollutant discharge permits will be issued in batches
to enterprises within Shanghai. The Notice also stated that the specific scope and timing of such issuances
will be announced separately. The Notice, however, indicated that if an enterprise has already completed a
construction project and the environmental protection facilities on such project have already been accepted
as qualified but has not yet received a pollutant discharge permit, such enterprise is not required to apply for
a pollutant discharge permit until such enterprise receives a notice from an environmental protection

authority that it must obtain such permit.

In 2009, we received confirmation letters issued by the local environmental bureau which confirmed
that save as disclosed above we have complied with all environmental protection laws and regulations in the
PRC. Our PRC legal advisers, Commerce & Finance Law Offices, have confirmed that (i) there will be no
legal impediment for our subsidiaries to obtain such pollutant discharge permits in the event that we are
required by the relevant authorities to obtain such licences in the future, and (ii) Comtec Solar, Comtec Semi
and Comtec Solar (Jiangxi) are not required to apply for special permits or licences in order to comply with
all environmental protection laws and regulations in the PRC, other than such pollutant discharge permits as

mentioned above, if required.
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LABOUR AND SAFETY MATTERS

We are subject to various labour and safety laws and regulations in the PRC including
(p#ENRILAE 25875 ) (The Labour Law of the PRC), (¥ ANRILHME A E) A 1L) (The Labour
Contract Law of the PRC), (## ANRILAE %24 FEL) (The PRC Production Safety Law),
(TG BMA) (The Regulations on Occupational Injury Insurance), <(FZERBRWEBI) (The
Unemployment Insurance Regulation), ({38 T4 & REEEIAT %) (The Interim Measures concerning
the Maternity Insurance for Enterprise Employees), (kh& R B &0 & M 17 H#5) (The Interim Measures
concerning the Management of the Registration of Social Insurance), {ft&rffFxE A 1T7HA41) (The
Interim Regulations concerning the Levy of Social Insurance), {ff/F ATk #HH]) (The Regulations
concerning the Administration of Housing Fund) and other related regulations, rules and provisions issued

by the relevant governmental authorities from time to time for our operations in the PRC.

According to the Labour Law of the PRC and the Labour Contract Law of the PRC, labour contracts
shall be concluded in writing if labour relationships are to be established between us and our employees. We
must provide wages to our employees which are no lower than prevailing local minimum wage standards. We
are required to establish a system for labour safety and sanitation, strictly abide by applicable rules and
standards and provide relevant education to our employees. We are also required to provide our employees
with safe and sanitary labour conditions that meet applicable rules and standards and carry out regular health

examinations of our employees engaged in hazardous occupations.

The PRC Production Safety Law requires us to maintain safe production conditions as provided in the
PRC Production Safety Law and other relevant laws, administrative regulations, national standards and
industrial standards. According to this law:

° we must be sufficiently equipped to ensure safe production in order to engage in production and

business operation activities;

° we are required to offer education and training programs to our employees regarding production

safety;

° the design, manufacture, installation, use, checking, maintenance, repair and disposal of our

safety equipment are required to conform with applicable national or industrial standards; and

° we are required to provide our employees with labour protection equipment that meet applicable
standards, to educate them to wear or use such equipment according to the prescribed rules and

to supervise them to ensure that they are using such equipment.

The Regulations on Occupational Injury Insurance ({TAGPRBEWEB)), the Interim Measures
concerning the Maternity Insurance for Enterprise Employees ({1 2£Mk T.A4E & AR Bl AT #F5)), the Interim
Measures concerning the Levy of Social Insurance ({FE & R 5 2 U 1716 41) ) and the Interim Measures
concerning the Administration of the Registration of Social Insurance (A& R B & 5L B 1T L) ), and
the Regulations concerning the Administration of Housing Fund ({f: /5 AWk & & FHA)) require us to
provide our employees in the PRC with welfare schemes covering pension insurance, unemployment

insurance, maternity insurance, occupational injury insurance, medical insurance as well as housing fund.
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Pursuant to € bV 7 Bk T4+ € £ B 2 e T 8122 ) (Provisions on the Levy of Social Insurance
for Town Residents of Shanghai) ¢ Fi# i 4MAE3E N B4R G RGBT 1T %) (Interim Measures of Shanghai
on Comprehensive Insurance for Non-residents of Shanghai), € ¥ i /NS4 & FR B 17 %) (Interim
Measures on Social Insurance for Small Town Residents of Shanghai) and € [ 7 {1 5 /A Bk 4 S5 T8
7E) (Provisions on Housing Funds Management of Shanghai), we have to contribute fees relating to pension
insurance, unemployment insurance, maternity insurance, occupational injury insurance, medical insurance
and housing funds for our employees who are registered permanent residents of Shanghai Municipal,
contribute comprehensive insurance fees for those employees who are not permanent residents of Shanghai
Municipal and contribute small town insurance fees for employees who are residents of Shanghai suburban
districts.

We make continuous efforts to provide a safe working environment for our employees. We implement
safety guidelines and operating procedures for our production processes and provide employees with
occupational safety education and training to enhance their awareness of safety issues. We provide and
require our employees to wear suitable protective devices to ensure their safety. We have formulated an
internal safety guidebook, which describes measures taken by our Group to ensure that we have complied
with the applicable laws and regulations in relation to social responsibility, and in particular, in respect of
health, safety and accidents matters. Our internal safety guidebook covers topics such as manufacturing
processes, staff training, hazardous goods management and occupational disease prevention. We are also
committed to conduct regular and irregular safety inspections, where our dedicated safety inspection team is
required to keep records of details of and to summarise the results of each inspection. Our annual cost of
compliance with labour and safety matters amounted to approximately RMB80,000, RMB200,000,
RMB300,000 and RMB150,000 for each of the three years ended 31 December 2008 and the six months
ended 30 June 2009 respectively, which represented only approximately 0.4%, 0.5%, 0.4% and 0.4% of our
Group’s total overhead expenses of the corresponding period. We expect that for the full year of 2009, our
cost of compliance with labour and safety matters will amount to approximately RMB400,000, which is
calculated based on historical compliance costs with various assumptions on direct and indirect labour costs,
as well as related material costs.

During the Track Record Period, we complied with all local rules on labour and safety in all material
respects, and strictly implemented internal safety guidelines and operating procedures. Since the
commencement of our business, none of our employees have been involved in any major accident in the
course of their employment and we have never been subject to disciplinary actions with respect to the labour

protection issues.
PROPERTIES
Owned properties
As at the Latest Practicable Date, we owned the following two parcels of land:
° The land located at Xuangiao Town, Nanhui District, Shanghai, with an aggregate site area of
12,564 square metres, on which a factory and a warehouse are situated, with a total construction

area of 13,312.26 square metres. We have obtained legal title to the land and buildings comprising

this property.
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° The land located at Xuanqiao Town, Nanhui District, Shanghai, with an aggregate site area of
27,952 square metres, on which a factory, a power station, a pump room, a security guardroom,
an exhibition hall and other ancillary facilities with a development scale of approximately 27,521

square metres is under construction. We have obtained legal title to the land comprising this

property.

Further details of our owned properties are disclosed in the property valuation report set out in

Appendix IV to this prospectus.
Leased properties

As at the Latest Practicable Date, Comtec Semi leased a factory, dining hall, security guard room and
office building located at Huinan County, Nanhui District, Shanghai with a total gross floor area of

approximately 4,180 square metres. The expiry date of the tenancy for these properties is 31 January 2023.

Details of these properties are disclosed in the property valuation report set out in Appendix IV to this

prospectus.

Our current leased properties located in Huinan County have not been filed and registered by the lessor
with the relevant PRC governmental authority, despite our Directors have made their best endeavours to
request the landlord of the properties to register our lease agreement together with us. Our Directors confirm
that the landlord is currently not in the process of registering our lease agreement together with us. Under
the relevant laws and regulations of the PRC, the lessor shall register the lease agreement together with the
lessee. Pursuant to the Interpretation of the Supreme People’s Court on Several Issues on the Application of
Laws for the Trial of Cases concerning Housing Lease Agreement Disputes ( 5 =5 A B2 B B i 25 2k 85
P R A R A1 4 A HL S R A A T R RE) ) effective as of September 1, 2009, where a lessor
enters into several valid leases with different lessees with respect to one house and the different lessees all
claim tenancy rights, the people’s court shall determine the lessee who may use the house in the following
order: (1) the one who has legally occupied the house; (2) the one who has completed the lease registration;
(3) the one who first enters into the lease agreement. On such basis, as we have already legally occupied the
leased properties referred to above, our rights to use these leased properties will not be subject to challenge
by third parties even though the relevant lease agreement has not been registered with the relevant PRC

governmental authority.

Our leased properties contributed to all of our production capacity for the year ended 31 December
2006 and the nine months ended 30 September 2007, and contributed to approximately 8.4 MW on an
annualised basis, which represents approximately 15.3% of our total production capacity for the three months
ended 31 December 2007, year ended 31 December 2008 and the six months ended 30 June 2009. The
revenues and profits contribution from our Group’s leased properties during the Track Record Period were
generally in proportion to their production capacity contribution. We have transferred the majority of our
operations to our owned property since October 2007. As at the Latest Practicable Date, we are not aware
that we are being sued by any parties on our rights to occupy the leased properties. In the event that our
occupancy of these properties during the lease term is challenged and we are required to evacuate from these

premises, we plan to relocate such operations and move our equipment in such leased properties to our owned
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property in Xuangiao County or to our new facilities adjacent to this property, and such relocation would be
completed within a week. The relocation is expected to incur loss of ingot production capacity of
approximately 0.2 MW during the period of relocation. The estimation of the loss of profits and relocation
costs would require various assumptions to be made in relation to expected utilisation rates and expected
profit margins, which would be based on historical figures and the actual figures may vary over time. Based
on the best estimation of our Directors and certain assumptions, the potential relocation would incur loss of
profits of approximately RMBO0.8 million. Furthermore, it would be difficult to predict whether the time of
relocation would fall in a production peak season, when the loss of profits would be greater than that
relocation during a production non-peak season. We do not expect that the costs and the loss of profits due
to such relocation have any material adverse effect on the overall financial conditions and operations of our
Group. Our Controlling Shareholders have agreed to indemnify us in respect of all losses and damages arising
from the defects in title for our leased properties. Going forward, we plan to carry out our expansion plans
only on our owned properties. Considering the foregoing, our Directors do not consider that our leased
properties are crucial to our business and operations. Furthermore, nothing has come to the attention of the
Sponsor that our leased properties are crucial to our business and operations.

Our PRC legal advisers, Commerce & Finance Law Offices, have confirmed that (i) our leased
properties located at Huinan County are legally owned by Shanghai Xiwote Industry Company
(B VEIREFE 20 7)), who had confirmed the validity of the lease agreement entered into between our
Group and the lessor, and (ii) the lease agreement is valid and given that the leased properties are legally
occupied by us, our rights to use these leased properties are in priority to any third parties who have also
entered into lease agreements with the same lessor, no matter whether these lease agreements are registered
or not.

Borrowed properties

As at the Latest Practicable Date, Comtec Solar (Jiangxi) borrowed two offices located at Nanchang
Economy and Technological Development Zone, Jiangxi, from B £ %% 3% 4% fi] B %% [ 47 75 /%) (the Investment
Promotion Bureau of Nanchang Economy and Technological Development Zone), covering a total gross floor
area of approximately 50 square metres, through a borrowing agreement dated 11 November 2008. No
consideration shall be paid for such borrowing. The borrowing agreement will expire on 31 May 2010 and
can be renewed upon two months prior written notice from Comtec Solar (Jiangxi). We entered into a
borrowing instead of a leasing arrangement for the two offices because we are not required to pay for such
borrowing, as opposed to leasing, and we did not require large office premises at Jiangxi as the expansion
in Jiangxi was in its initial stages.

Under the borrowing agreement, Comtec Solar (Jiangxi) shall pay the water and electricity expenses
incurred by itself and use the properties reasonably according to the agreed use, except as otherwise agreed
by the Investment Promotion Bureau of Nanchang Economic and Technological Development Zone. Comtec
Solar (Jiangxi) cannot lend or lease the properties to others, or change the structure of the properties, except
as otherwise agreed by the Investment Promotion Bureau of Nanchang Economic and Technological
Development Zone. We are required to return the properties to the Investment Promotion Bureau of
Nanchang Economic and Technological Development Zone when the borrowing agreement expires. We are
however unable to ascertain whether the Investment Promotion Bureau of Nanchang Economic and
Technological Development Zone is the legal owner of the properties as the land use right certificate and the
building ownership certificate of the properties have not been provided to us.
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Details of these properties are disclosed in the property valuation report set out in Appendix IV to this

prospectus.

Our PRC legal advisers, Commerce & Finance Law Offices, have advised that (i) our borrowing of two
offices located at Nanchang Economy and Technological Development Zone, Jiangxi, is legal and valid under
PRC law provided that those two offices are legally owned by the Investment Promotion Bureau of Nanchang
Economy and Technological Development Zone and the offices are not constructed on the allocated lands,
and (ii) as at the Latest Practicable Date, the Investment Promotion Bureau of Nanchang Economy and
Technological Development has not provided the relevant housing ownership certificate and if the Investment
Promotion Bureau of Nanchang Economy and Technological Development Zone is not the legal owner of
such properties or the two offices are constructed on the allocated lands, then the legality and validity of the
borrowing agreement are uncertain and may be challenged by the actual owner or the authority at a higher
level and Comtec Solar (Jiangxi) may be required to vacate the borrowed office. However, Commerce &
Finance Law Offices also confirmed that in such event (i) our Group would not be punished by the competent
governmental authority, and (ii) we are entitled to sue the Investment Promotion Bureau of Nanchang
Economic and Technological Development Zone to recover any losses or damages that we may suffer as a
result under PRC law. As confirmed by our Directors, should Comtec Solar (Jiangxi) be required to vacate
the borrowed properties, the impact on our Group’s operations would be minor and there would be no
obstacles for Comtec Solar (Jiangxi) to borrow or lease other properties for office use. Our Controlling
Shareholders, however, have agreed to indemnify our Group for any potential losses in the event that Comtec
Solar (Jiangxi) is required to vacate the borrowed properties. Our Directors are of the view that the borrowed
properties are not crucial to our Group’s operation. Nothing has come to the attention of the Sponsor that the

abovementioned borrowed properties are crucial to our business and operations.

INSURANCE

Our insurance coverage includes employee social insurance and property insurance. We have made
contributions in relation to the retirement of our employees in accordance with applicable laws and
regulations of the PRC, which require contribution by both our employees and us at a fixed percentage of

the salaries of our employees.

We are not required under PRC laws to maintain, and we did not and will not maintain, general product
liability insurance for any of our solar products during the Track Record Period and after the Listing
respectively. During the Track Record Period, we did not receive any material claim from any customer or
consumer relating to any alleged liability arising out of or relating to the use of our solar products. Our
Directors believe that our insurance coverage is in line with the general practice in the industry and is

adequate for our operations.
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INTERNAL CONTROL

In order to maintain the integrity of our Group’s business and financial operations and to safeguard
against business risks which may result from inadequate internal processes and systems, we have adopted and

have been implementing a series of internal controls, some of which are as follows:

° Board committees. Audit, remuneration and nomination committees had been set up. All of these
committees have at least two-thirds of its members being independent non-executive Directors,
who are able to draw on their experience with respect, to the compliance with applicable legal,
regulatory, accounting and financing requirements. Our audit committee will oversee our internal

control procedures and review our financial reporting processes.

° Code of conduct. An employee manual has been adopted to ensure that our staff are in compliance
with ethical standards and to maintain our Group’s best practices for staff integrity in protecting
the commercial interests of our Group. The employee manual sets forth the ethical standards and
code of conduct that our employees are required to follow, including areas such as the protection
of trade secrets and confidential information, conflict of interests, guidelines on work safety and
the appropriate means of communications among our employees and our Group. In addition, it
details our personnel management system, including our recruitment process and our policies and
procedures regarding training, salaries and benefits, and handling of employees’ complaints. Each
employee is required to understand the content of the employee manual and agree to comply with
the rules and guidelines set forth therein. We have adopted stringent internal policies for our
employees in relation to possible infringement of labour discipline. Warning letters would be
issued to employees who have violated our guidelines. For repeated violations or more serious
violations, our Group has the right to terminate its employment relationship with such employees.
During the Track Record Period, our Group has not terminated the employment of any employee
for repeated or more serious violations. The employees may be required to pay for any damages
that they have caused as a result of their violation of the guidelines. We will also regularly review
the employee manual and update it as appropriate from time to time to ensure that changes to our

Group’s human resources policies and procedures are properly communicated to our employees.

° Delegation of authority. Our senior management is comprised of heads of various business units,
which are in charge of the actual implementation of corporate strategies, business development
and the daily operation of business. Various business units provide support to our senior
management for the overall management and performance of our Group. Our CEO and CFO
approved and adopted a set of guidelines to delegate roles and responsibilities to each senior
manager, who in turn report directly to our CEO. These guidelines will also ensure that business
decisions are made and executed with proper approval.
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Centralised planning and approval process. The production plans of all the manufacturing
facilities of our Group are made and approved centrally by our senior management and the
managers of each production facility are responsible for the execution of these production plans.
We strive to utilise our resources and optimise operating efficiency by implementing a centralised
coordination of the capacities and production schedules of our manufacturing facilities. In
addition, our centralised approval process strengthens our control over the operations of our
manufacturing facilities and streamlines our production processes. Our CEO, Mr. Zhang, and our
CFO, Mr. Chau Kwok Keung, are responsible for supervising our approval process. The head of
our manufacturing department, Mr. Wu Cheng Xian, who is a member of the senior management
of our Group, also has the authority to approve production plans of our manufacturing facilities.

Human capital management. We have guidelines for our human resources department, which

include guidelines on employee recruitment and termination procedures.

Financial control. We have established a set of policies to govern various financial reporting
systems with appropriate segregation of duties, which includes accounting policies, inventory
stock-take policies, cash and treasury management policies and production costing policies. We
adopted and will continue to implement a customer appraisal program in which we review our
customers’ payment records each month as an internal control measure to monitor our trade
receivables and assess each customer’s credibility. In addition, our accounting and finance
department comprising professionals in the areas of accounting and finance, which is headed by
our CFO, will be responsible for preparing tax filings for our Group in the relevant jurisdictions
and engaging tax professionals as necessary to ensure compliance with the relevant tax laws and
regulations. Mr. James J. Wang, our COO, is responsible for the proper implementation of the
customer appraisal program.

Information security. In order to ensure the secure flow of information in our office network, we
will continue to enhance the security of our information systems by setting up a firewall and
renewing our anti-virus software, and perform on-going risk assessment on information security
related matters. Our CEO and CFO are responsible for supervising the on-going risk assessment

process.

Fixed assets policies. We have implemented a series of policies to monitor our fixed assets,
including policies and procedures relating to additions and disposals of fixed assets, stock-taking,
maintenance of fixed assets and determining whether a fixed asset is obsolete. In general,
additions of fixed assets need to be approved by our CEO and disposals of fixed assets need to
be approved by both our CEO and CFO. Newly acquired fixed assets and facilities must pass our
inspection procedures prior to operation. Our management determines the residual value, useful
lives and related depreciation charges for our property, plant and equipment. Obsolete fixed assets
must be inspected and approved prior to being written off. Prior to disposal or sale, the fixed
assets must be examined and the amounts for the assets must be settled to ensure the accuracy of
the residual values. Upon stock-taking, the estimated value and useful lives of the fixed assets
should be recorded on our book records. Our CFO is responsible for the implementation of our
stock-taking policies and procedures. Fixed assets count and fixed assets impairment analysis are
performed annually.
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Our Directors are of the view that the above internal control measures are adequate as they have
provided dedicated resources, direct communication channels and a control mechanism for our senior
management to monitor, detect and act on internal control issues in a timely and systematic manner. Our
Directors are also of the view that our internal control measure are effective, based on the financial results
of our Group, our record of regulatory and legal compliance, our relationships with our suppliers and
customers, and feedbacks from our senior management. No material costs are expected for the
implementation of such internal controls. We expect that all of the above internal control practices will be

in place before the Listing.

To prevent any future non-compliance with our internal control measures and to continuously enhance

the strength and effectiveness of our internal control system:

(i) we will continue to review and strengthen our internal control system measures and ensure that
they will continue to be adequate and effective in light of our business expansion, and provide a

stronger basis for detecting potential breaches in the future;

(il) we will also regularly review our legal compliance and identify potential areas where
improvement can be made to improve the risk awareness of our employees and their

understanding of internal control issues;

(iii) in order to continue to enhance our corporate governance and keep abreast of development and
changes in the applicable legal, regulatory, accounting and financing requirements, we have
engaged and will continue to engage external professionals from time to time, including our
compliance adviser, external legal counsel, auditors, internal control consultants and other
advisers as necessary, who will report directly to our Board on the status of compliance matters

of our Group and any specific compliance related issues; and

(iv) all our Directors had attended the training sessions conducted by our legal advisers on the
on-going obligations and duties of a director of a company whose shares are listed on the Stock
Exchange, and they will continue to ensure that they are kept current with developments in
applicable legal and regulatory requirements which are relevant to their responsibilities as

directors of a publicly listed company and attend on-going training sessions if necessary.

LEGAL COMPLIANCE AND PROCEEDINGS

As at the Latest Practicable Date, we were not engaged in any litigation, arbitration or claim of material
importance, and no litigation, arbitration or claim is known to our Directors to be pending or threatened by
or against us that would have a material adverse effect on our operation results or financial conditions if

judgment were to be rendered against us.
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The SAFE Notice requires PRC domestic residents who can either be domestic resident legal entities
or domestic resident individuals to register with the local SAFE branches before setting up or controlling
special purpose companies overseas. As defined in the SAFE Notice, a domestic resident individual is a
natural person who holds a resident identity card, a passport or other lawful identity certificate of the PRC,
or a natural person who has no legal identity within the PRC but habitually resides inside the PRC due to
economic interests. As confirmed by Mr. Zhang, he has no permanent residence within the PRC, does not
hold any domestic interest of enterprises established within the PRC, since Comtec Solar, Comtec Semi and
Comtec Electronics are incorporated as wholly foreign-owned companies, and became a U.S. national before
investing in the PRC. Therefore, our PRC legal advisers, Commerce & Finance Law Offices, advise that the
SAFE Notice does not apply to the holding of interests by Mr. Zhang in our subsidiaries established outside
of the PRC.

However, we cannot assure you that Mr. Zhang will not be considered as a domestic resident by the
SAFE branch or will be exempted from registration with the local SAFE branch in respect of the financing
activities overseas when new provisions or interpretations are announced by the SAFE. If Mr. Zhang is
required to register with the local SAFE branch in respect of the financing activities overseas in the future
and such registration fails, such failure will subject Mr. Zhang and the PRC subsidiaries to fines and legal

sanctions, which may also adversely affect the business and financial operations.

In 2005, Comtec Semi was required by Shanghai Bureau of Taxation to pay an additional RMB0.3
million of enterprise income tax due to certain omission in its initial tax filing for the period from 1 January
2005 to 31 March 2005, and a fine of approximately RMB600 was imposed on Comtec Semi for such tax
filing omission. During the Track Record Period, our Group has also been fined for under-payment of stamp
duty and value added tax, which resulted in payments and penalties of approximately RMB5,000 in
aggregate.

Our PRC legal advisers, Commerce & Finance Law Offices, have confirmed that we have complied
with the relevant laws and regulations in the PRC in all material aspects during the Track Record Period,
including laws and regulations relating to environmental protection, safety, labour and social security, and
have obtained all compulsive licences, approvals and permits from appropriate regulatory authorities for our
business operations in the PRC, except as otherwise disclosed in this section and the sections headed

“Business — Properties — Leased properties” and “Business — Environmental Matters” in this prospectus.

In order to ensure on-going compliance with relevant laws and regulations, our Group has established
and implemented internal control procedures to ensure that business decisions are made and executed with
proper approvals. For further details of our internal control procedures, please refer to the preceding
paragraph headed “Internal Controls”. We will also engage legal advisers and a compliance advisor to assist
us in our on-going compliance with all the relevant laws and regulations. We will, with the assistance of our
legal advisers, review our internal control procedures regularly and consult our legal advisers as appropriate

to ensure the continued effectiveness of such procedures.
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DIRECTORS

Our board of directors is responsible and has general powers for the management and conduct of our
business. The following table sets forth information regarding members of the board of directors of our

Company:
Name Age Position
John Zhang . .................. 46 Chairman, CEO and executive Director
Chau Kwok Keung ... ........... 33 CFO, company secretary and executive Director
Shi Cheng Qi . ................. 66 CTO and executive Director
He Xin ....... .. .. .. ... .. ... 39 Non-executive Director
Leung Ming Shu . ........... ... 33 Independent non-executive Director
Daniel DeWitt Martin . ........... 71 Independent non-executive Director
Kang Sun . ...... ... ... ... .. 54 Independent non-executive Director

Executive Directors

Mr. John Zhang, aged 46, was appointed as an executive Director of our Company on 13 November
2007 and he is the chairman of our Board and our CEO, responsible for the overall strategy and operation
of our Group. He spent approximately three years from 1996 to 1999 in preparation for the establishment of
our Group and founded our Group in December 1999 and principally devotes his time and resources to the
development and operation of our Group, particularly in the areas of production, business development and
general management. Mr. Zhang has accumulated over ten years of experience in the semiconductor and solar
industries from both his founding and development of our Group and his prior professional experience. Prior
to founding our Group, Mr. Zhang joined Silicon Systems Inc. which was a semiconductor technology
company in California, U.S., in 1992 as an engineer and was responsible for developing and designing
communication firmware used in silicon chips. Mr. Zhang graduated from & # K £ (Tsinghua University)
in July 1985 with a Bachelor’s degree in Electrical Engineering and from Utah State University with a
Master’s degree in Electrical Engineering in August 1988.

Mr. Chau Kwok Keung, aged 33, was appointed as our executive Director on 13 June 2008 and he is
our CFO and company secretary, responsible for corporate financial and general management. He joined us
in November 2007. Mr. Chau has extensive experience in finance and corporate management, which enables
him to competently carry out his corporate finance and general management responsibilities in our Group.
Prior to joining us, Mr. Chau served in various positions at China.com Inc., a company listed on the Stock
Exchange (Stock Code: 8006) from October 2005 to October 2007, including vice president of the finance
department, chief financial officer, company secretary and authorised representative. Prior to joining
China.com Inc., he was the deputy group financial controller of China South City Holdings Limited from
August 2003 to April 2005 and the financial controller of Shanghai Hawei New Material and Technology Co.,
Ltd. from June 2002 to August 2003. From January 2001 to June 2002 , Mr. Chau Kwok Keung was employed
by Andersen & Co. initially as an experienced staff accountant and then he was subsequently promoted to
be a senior consultant in the Global Corporate Finance Division of Andersen & Co. in March 2002. Mr. Chau
brings extensive financial and general management experience accumulated from the abovementioned prior
roles to us. Mr. Chau has been a fellow member of the Association of Chartered Certified Accountants since
June 2002, a member of Hong Kong Institute of Certified Public Accountants since July 2005 and a Chartered
Financial Analyst of CFA Institute since September 2003. Mr. Chau received a bachelor’s degree in Business
Administration from the Chinese University of Hong Kong in May 1998.
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Mr. Shi Cheng Qi, aged 66, was appointed as our executive Director on 13 June 2008 and he is our
CTO, responsible for production, technology and research and development. He joined us in June 2000 to set
up the first facility of Comtec Semi and worked as the assistant chief engineer, responsible for the setup of
operating standards and departmental policies, and the organisation, implementation and management of
technology development plans. From July 2002 to April 2005, he served as a consultant to Comtec Semi and
provided our Group with technical consultation and support on its manufacturing process. During this period,
he also assisted Mr. Zhang in coordinating and monitoring the activities of our Group’s technical team. Mr.
Shi re-joined our Group on a full-time basis in April 2005 and has since been responsible for overseeing the
technology department, and was formally appointed as our CTO in October 2007. He is in charge of the
production technology and equipment design of our Group. Mr. Shi has over 30 years of experience in
semiconductor, solar and materials engineering, which was accumulated from the multiple engineering and
management positions held by Mr. Shi in the production, technology and research and development
departments of I -3 E#E B KL iK (Shanghai Semiconductor Materials Factory) in the PRC from 1969 to
2000. He was accredited by |14 {44 & # /2 7] (Shanghai Non-Ferrous Metals Company) as a senior
engineer in March 1993 based on the review and evaluation of 1= 2 #F-# % & & (senior appraisal committee)
of Shanghai Non-Ferrous Metals Company taking into account Mr. Shi’s professional expertise, study
capabilities, management capabilities and his past professional experience.

Non-executive Director

Mr. He Xin, aged 39, was designated by CMTF and appointed as our non-executive Director on 1 April
2008. The terms of directorship of Mr. He are substantially the same as those of the other Directors. Mr. He
is currently an investment manager of the International Business Department at China Merchants Securities
Co. Ltd. and he was a senior manager of the Equities Sales & Trading Department at China Merchants
Securities Co. Ltd. from 2006 to 2008. Prior to 2006, Mr. He spent approximately seven years from 1997 at
Ming River Investments (Australia) Pty. Ltd. as the owners’ representative of Mercure Hotel Lawson City
West in Sydney. Mr. He has extensive experience in the area of venture capital and business development
from his roles mentioned above and therefore he can provide advice to our Group on compliance, corporate
governance, development and business strategies. Mr. He obtained a Bachelor’s Degree in Mechanic
Engineering from the Jtii3C# KE: (Beijing Jiao Tong University), formerly known as b 75 3% K £
(Northern Jiao Tong University), in July 1992, a Master’s Degree in International Business from Wollongong
University Australia in December 1999, and a Master’s of Business Administration from the University of
Technology, Sydney in May 2002. Please refer to the section headed “Corporate Investor — Principal terms
— Preferential rights” for further information.

Independent non-executive Directors

Mr. Leung Ming Shu, aged 33, was appointed as our independent non-executive Director on 13 June
2008. Mr. Leung is currently the CFO, qualified accountant and company secretary of China ITS (Holdings)
Co., Ltd. Mr. Leung is experienced in the areas of corporate finance and accounting from his various roles
detailed below. From November 2006 to January 2008, Mr. Leung served as the CFO of Beijing Lingtu
Spacecom Technology Co., Ltd, a subsidiary of Beijing Lingtu Software Co., Ltd, a PRC digital mapping and
navigation software company. From February 2006 to October 2006, Mr. Leung served as the CFO of Beijing
Xinwei Telecom Technology Co., Ltd, a related party of KJHE(EFHKMAABRAF (Datang Telecom
Technology Co., Ltd, a company listed on the Shanghai Stock Exchange) which is engaged in the
development of a telecommunications standard and the manufacturer of telecommunications equipment.
Prior to that, Mr. Leung spent approximately three years from February 2003 at CDC Corporation, a
NASDAQ-listed company, as a senior manager in the mergers and acquisitions department, and as the CFO
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of China.com Inc., a subsidiary of CDC Corporation and a company listed on the Stock Exchange. Mr. Leung
started his professional career at PricewaterhouseCoopers in Hong Kong in auditing in 1998, and
subsequently worked at the global corporate finance division of Arthur Andersen & Co. in Hong Kong, which
subsequently merged with PricewaterhouseCoopers, until December 2000. From July 2001 to February 2003,
he also worked as a business consultant in Market Catalyst International (Hong Kong) Limited, where he
advised companies on issues of strategy, organisation and operations. Mr. Leung obtained a First Class
Honours Bachelor’s degree in accountancy from the City University of Hong Kong in June 1998 and a
Master’s degree in accountancy from the Chinese University of Hong Kong in November 2001. He is a
Fellow of the Association of Chartered Certified Accountants since February 2007 and a Certified Public
Accountant of the Hong Kong Institute of Certified Public Accountants since March 2006.

Mr. Daniel DeWitt Martin, aged 71, was appointed as our independent non-executive Director on 31
July 2009. Mr. Martin is currently the executive vice president of Semiconductor Equipment & Materials
International since 1998. Mr. Martin is mainly responsible for the global standards development activity, and
leading Semiconductor Equipment & Materials International into the photovoltaic industry. From July 1984
to March 1996, he worked in Siltec Corporation (Mitsubishi Silicon America) as the vice president of
operations, mai