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Company Profile
NG

Solargiga Energy Holdings Limited (the “Company”, together with its
subsidiaries collectively the “Group”, Hong Kong stock code: 757, Taiwan
stock code: 9157.TT) is a leading manufacturer of monocrystalline silicon
solar ingots and wafers in the People’s Republic of China (the “PRC”).
The Group is also engaged in producing monocrystalline silicon solar cells
and modules in recent years. Its products are important components of
solar energy generation systems.

During the year, the Group was engaged in three main businesses:

(@ the manufacturing of, trading of and provision of processing services
for polysilicon and monocrystalline and multicrystalline silicon solar
ingots/wafers;

(b)  the manufacturing and trading of monocrystalline silicon solar cells;
and

(c) the manufacturing and trading of photovoltaic modules and
installation of photovoltaic systems.

Currently, our integrated business model includes monocrystalline silicon
solar ingot production with annual capacity of approximately 1.2GW,
solar wafer production with annual capacity of approximately 900MW, as
well as photovoltaic cells and modules production with annual capacity of
approximately 300MW and 150MW, respectively. In addition, the Group
operates polysilicon reclaiming and upgrading facilities in Shanghai and
Jinzhou.

Solargiga will move a step closer to become one of the world’s largest
monocrystalline silicon solar ingot and wafer manufacturers as well as
one of the key players in multicrystalline silicon solar product business. In
addition, in view of the higher internal rate of return, the Group is seeking
partnership to set up solar power plant, which will use the Group’s
photovoltaic modules.
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Financial Highlights

I mE

(For the year ended 31 December)

(BE+=A=1+—HILFE)

Five-Year Financial Summary A EHBREE
RMB’000 AREETT
2008 2009 2010 2011
—EEN\F —EENE —E-EF —E——F
(restated)
(#2=51)
Note
7
Turnover =E 3] 1,492,935 658,720 1,854,769 2,574,669 996,836
Gross profit/(loss) ER(FE8E) 225,510 (5,780) 413,243 253,848 (291,384)
Profit/(loss) from operations £ %58, (&518) 120,660 (98,824) 300,897 106,137 (503,720)
Profit/(loss) attributable to  #EZ R RFE(L
equity shareholders 8, (B51E) 83,379 (98,098) 214,121 54,291 (1,276,554)
Basic earnings/(loss) SREAXRBA,(EE)
per share (RMB cents) (AR#S) 5.12 (6.75) 11.85 2.43 (55.99)
Non-current assets FERBEE 759,550 921,054 1,502,677 3,401,078 2,464,627
Current assets RBEE 1,015,860 1,126,895 1,540,546 1,647,607 1,480,031
Current liabilities ViEI=Ri= 471,328 495,472 1,113,576 1,352,354 1,865,083
Non-current liabilities FRBEERE 40,568 145,197 283,932 1,423,435 1,028,345
Net assets EEFEE 1,263,514 1,407,280 1,645,715 2,272,896 1,051,230

As disclosed in note 2(b) to the Group’s consolidated financial statements
for the year ended 31 December 2012, the Group has changed the basis
of presentation of the revenue derived from certain transactions with a
customer who was also a supplier of the Group from a gross basis to
a net processing fee basis. Turnover for the year ended 31 December
2011 above has been restated to reflect this change. The change in
presentation does not have any impact on the Group’s turnover for the

years ended 31 December 2008, 2009 and 2010.
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Report of the Directors
EEgHREE

The Directors present the annual report together with the audited
consolidated financial statements for the year ended 31 December 2012.

Principal Activities

The Company acts as an investment holding company of the Group.
The principal activities of the Group are the trading of, manufacturing of
and provision of processing services for polysilicon and monocrystalline
and multicrystalline silicon solar ingots/wafers, and the producing of
and trading of photovoltaic cells and modules as well as the installation
of photovoltaic systems. The analysis of the principal activities and
geographical locations of the operations of the subsidiaries during the
financial year are set out in note 19 to the financial statements.

Major Customers and Suppliers

The Group’s top five customers are mainly silicon solar wafer, cell or
modules manufacturers or traders. In aggregate, the largest and five
largest customers did not exceed 13% (2011: 12%) and 57% (2011:
46%) of the Group’s total sales in 2012 respectively. The Group currently
procures raw materials from about 69 suppliers (2011: 51). In aggregate,
purchases from its largest and five largest suppliers did not exceed
16% (2011: 9%) and 46% (2011: 30%) of the Group’s total purchases
in 2012 respectively. Save for WWX, at no time during the year have the
Directors, their associates or any shareholder of the Company (which to
the knowledge of the Directors owns more than 5% of the Company’s
share capital) had any interest in these major suppliers and/or customers.

Financial Statements and Dividends

The loss of the Group for the year ended 31 December 2012 and the
state of the Company’s and the Group’s affairs as at that date are set
out in the financial statements on pages 67 to 168. The Directors do
not recommend the payment of a final dividend for the years ended 31
December 2012 and 2011.

Transfer to Reserves

Loss attributable to shareholders of the Company for the year
ended 31 December 2012 was RMB1,276,554,000 (2011: profit of
RMB54,291,000) had been transferred to reserves. Other movements in
reserves are set out in the consolidated statement of changes in equity on
page 72.

As at 31 December 2012, distributable reserves of the
Company amounted to approximately RMB951,342,000 (2011:
RMB1,336,804,000).
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Report of the Directors
EEEREE

Charitable Donations
Charitable donations made by the Group during the year amounted to
RMBG674,000 (2011: RMB683,000).

Bank Loans and Other Borrowings
Particulars of bank loans and other borrowings of the Group as at 31
December 2012 are set out in note 26 to the financial statements.

Property, Plant and Equipment
Details of acquisitions and other movements in property, plant and
equipment are set out in note 14 to the financial statements.

Share Capital
Details of the movements in share capital of the Company during the year
are set out in note 31 to the financial statements.

Five-year Financial Summary
A summary of the results and of the assets and liabilities of the Group for
the last five financial years is set out on page 5 of the annual report.

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

Executive Directors

Mr. TAN Wenhua, Chairman

Mr. HSU You Yuan, Chief Executive Officer
Ms. ZHANG Liming

Mr. TAN Xin

Non-executive Director
Mr. CHIAO Ping Hai

Independent Non-executive Directors
Mr. WONG Wing Kuen, Albert

Ms. FU Shuangye

Dr. LIN Wen

Mr. ZHANG Chun

In accordance with the provisions of the Company’s articles of association,
Mr. HSU You Yuan, Ms. ZHANG Liming, and Mr. ZHANG Chun will retire
by rotation at the forthcoming annual general meeting. Mr. HSU You Yuan
and Mr. ZHANG Chun, being eligible, have agreed to offer themselves
for re-election. Ms. ZHANG Liming has agreed not to offer herself for re-
election and will resign as an executive Director with effect from the close
of the forthcoming annual general meeting. The Board confirms that Ms.
Zhang Liming does not have any disagreements with the Board and there
is nothing to be brought to the attention of the Shareholders in relation to
her resignation.
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Directors’ Service Contracts

None of the Directors being proposed for re-election at the forthcoming
annual general meeting has a service agreement with the Company which
is not determinable by the Company within one year without payment of
compensation, other than statutory compensation.

Continuing Connected Transactions

The Group has entered into a number of agreements with parties which
are regarded as a connected person for the Company under the Listing
Rules. The Company confirms that it has complied with the disclosure
requirements in accordance with Chapter 14A of the Listing Rules in
respect of the Company’s continuing connected transactions, details of
which are set out below.

A. Continuing Connected Transactions Exempt from the
Independent Shareholders’ Approval Requirements
The following transactions constitute continuing connected
transactions for the Company under Rule 14A.34 of the Listing Rules
and would be exempt from the independent shareholders’ approval
requirement but are subject to the reporting and announcement
requirements set out in Rules 14A.45 to 14A.47 of the Listing Rules:

Provision of water and heat services by FEMZE L2 EIEH R
23 7] (Jinzhou Huarong Property Management Company Limited”)
(“Jinzhou Huarong”)

On 2 December 2009, Jinzhou Huarong entered into a framework
service agreement with the Company pursuant to which Jinzhou
Huarong agreed to provide water and heat (the “Services”) to the
Company and its subsidiaries designated by it from time to time.
The agreement commenced on 1 January 2010 and expired on 31
December 2012.

On 19 October 2012, the Company has entered into a new service
agreement (the “New Service Agreement”) with Jinzhou Huarong to
renew the pre-existing agreement as well as to determine the annual
cap for the transactions for the years ending 31 December 2015.
The term of the New Service Agreement commenced on 1 January
2018 and will expire on 31 December 2015.

The New Service Agreement was entered into in the ordinary and
usual course of business and on normal commercial terms. The
fees to be charged by Jinzhou Huarong in relation to the Services
were determined comparable to the prevailing market prices in local
markets in the PRC based on the actual consumption of the water
and heat supplied to the Group.
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Report of the Directors
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Continuing Connected Transactions (continued)

A.

40 Solargiga Energy Holdings Limited 5

Continuing Connected Transactions Exempt from the
Independent Shareholders’ Approval Requirements
(continued)

Provision of water and heat services by #EMZE4 Y% E1EE R
72y 7] (Jinzhou Huarong Property Management Company Limited”)
(“Jinzhou Huarong”) (continued)

For the year ended 31 December 2012, the aggregate fees paid by
the Group to Jinzhou Huarong in relation to the Services amounted
to approximately RMB1,741,000 (2011: RMB2,031,000).

Based on an estimate of the Group’s expected consumption of
water and heat for the three years ending 31 December 2015, it
is expected that the following annual cap amounts payable by the
Group under the renewed Service Agreement will not exceed:

(@ RMB2,361,000 for the year ending 31 December 2013;

(b) RMB2,479,000 for the year ending 31 December 2014; and

(c) RMB2,603,000 for the year ending 31 December 2015.

The above annual cap amounts are determined with reference to
(i) the expected increase in the Group’s production capacity for
the three years ending 31 December 2015; (i) the increase in the
expected consumption of water and heat in the production process
resulting therefrom; (i) the expected utilisation rate of the Group’s
production capacity for the three years ending 31 December 2015;
and (iv) the expected inflation rate in the PRC for 2013.

To the best of the Director’s knowledge, information and belief
having made all reasonable enquiry, as at the date of this report,
Jinzhou Huarong is owned as to 90% by /M 27 5L ) 48 & &R
(Jinzhou Huaxin Silicon Material Trading Department) (“Huaxin
Silicon”), a sole proprietorship established in the PRC and wholly-
owned by Mr. TAN Wenhua, an executive Director and the Chairman
of the Company and as to 10% by an independent third party.
Jinzhou Huarong is an associate of Mr. TAN Wenhua and hence a
connected person of the Company. Consequently, the transactions
under the New Service Agreement constitute continuing connected
transactions for the Company under Rule 14A.34 of the Listing
Rules and are exempt from the independent shareholders’ approval
requirement but are subject to the reporting and announcement
requirements set out in Rules 14A.45 to 14A.47 of the Listing Rules.
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Continuing Connected Transactions (continued)

A.

Continuing Connected Transactions Exempt from the
Independent Shareholders’ Approval Requirements
(continued)

Sale of wire slurry to Jinzhou Jixing New Materials Co., (“Jinzhou
Jixing”) and purchase of recycled abrasives and mineral oil from
Jinzhou Jixing

On 17 April 2009, the Company entered into a framework
agreement with Jinzhou Jixing (formerly known as Jinzhou Aoke
New Materials Co., Ltd.) (the “Jinzhou Jixing Agreement”) pursuant
to which (a) the Company agreed to sell, or procure its subsidiaries
to sell and Jinzhou Jixing agreed to purchase, or procure its
subsidiaries to purchase, wire slurry (the “Sale Transactions”); and
(b) Jinzhou Jixing agreed to sell, or procure its subsidiaries to sell,
and the Company agreed to purchase, or procure its subsidiaries
to purchase, recycled abrasives and mineral oil which serve as the
Group’s materials for the slicing of silicon solar ingots into silicon
solar wafers (the “Purchase Transactions”).

The Company has obtained the approval from its independent
shareholders on 12 June 2009. Upon approval, the Jinzhou Jixing
Agreement commenced on 17 April 2009 and has expired on 31
December 2011.

On 19 December 2011, the Company has entered into a new
framework agreement (the “New Jinzhou Jixing Agreement”) with
Jinzhou Jixing to renew the pre-existing agreement as well as to
determine the annual cap amounts for the transactions for the three
years ending 31 December 2014. The term of the New Jinzhou
Jixing Agreement has taken effect on 1 January 2012 and will expire
on 31 December 2014.
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Report of the Directors
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Continuing Connected Transactions (continued)

A.

Continuing Connected Transactions Exempt from the
Independent Shareholders’ Approval Requirements
(continued)

Sale of wire slurry to Jinzhou Jixing New Materials Co., (“Jinzhou
Jixing”) and purchase of recycled abrasives and mineral oil from
Jinzhou Jixing (continued)

The New Jinzhou Jixing Agreement was entered into in the ordinary
and usual course of business and on normal commercial terms.
The basis of determining the prices for the Sale Transactions or
the Purchase Transactions (as the case may be) is determined
with reference to the prevailing market price of wire slurry or the
Processed Materials (as the case may be). Other business terms
of the Sale Transactions or the Purchase Transactions (as the
case may be) will be determined on an individual order basis and
the terms of which are on normal commercial terms and no less
favourable to the Company than the terms available to or from
independent third parties (as the case may be). Payments for the
Sale Transactions or the Purchase Transactions (as the case may
be) will be determined based on normal commercial terms to be
agreed after arm’s length negotiation between the Group and
Jinzhou Jixing Group from time to time, including without limitation,
payment by cash on delivery, payment with a credit term ranging
from 30 to 90 days.

For the year ended 31 December 2012, the aggregate amount of
the sale price paid by Jinzhou Jixing to the Group in relation to the
sale of wire slurry amounted to approximately RMB7,906,000 (2011:
RMB22,725,000).

For the year ended 31 December 2012, the aggregate amount of
the purchase price paid by the Group to Jinzhou Jixing in relation
to the purchase of recycled abrasives and mineral oil amounted to
approximately RMB17,130,000 (2011: RMB11,889,000).

Based on the Directors’ estimate of the Sales Transaction for
the two years ending 31 December 2014, it is expected that the
following annual cap amounts receivable by the Group under the

Sales Transactions will not exceed:

(@ RMB42,500,000 for the year ending 31 December 2013; and

(b) RMB42,500,000 for the year ending 31 December 2014.
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Continuing Connected Transactions (continued)

A.

Continuing Connected Transactions Exempt from the
Independent Shareholders’ Approval Requirements
(continued)

Sale of wire slurry to Jinzhou Jixing New Materials Co., (“Jinzhou
Jixing”) and purchase of recycled abrasives and mineral oil from
Jinzhou Jixing (continued)

The proposed annual caps under the Sale Transactions are
determined with reference to, among other things, (i) the Group’s
silicon solar wafer production capacity as at 19 December 2011;
(i) the anticipated increase in Jinzhou Jixing’s demand for wire
slurry; and (iii) the average market price of wire slurry sold to an
independent third party and Jinzhou Jixing in 2011.

Based on the Directors’ estimate of the Purchase Transaction for
the two years ending 31 December 2014, it is expected that the
following annual cap amounts payable by the Group under the
Purchase Transactions will not exceed:

(@ RMB22,000,000 for the year ending 31 December 2013; and

(b) RMB22,000,000 for the year ending 31 December 2014.

The proposed annual caps under the Purchase Transactions are
determined with reference to, among other things, (i) the actual
quantity of abrasives and mineral oil used by the Group in 2010;
(ii) the Group’s silicon solar wafer production capacity as at 19
December 2011;
mineral oil, respectively, and hence the estimated quantity of
recycled abrasives and mineral oil to be produced by Jinzhou Jixing
from the processing of wire slurry to be supplied by the Group; and
(iv) the estimated price of recycled abrasives and mineral oil to be
purchased from Jinzhou Jixing which are determined by reference to
the market price of brand new abrasives and mineral oil purchased
from Independent Third Parties and the processing fee of wire slurry
charged by independent third parties.

(iii) the average recycled rate of abrasives and
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Report of the Directors
EEEREE

Continuing Connected Transactions (continued)

A.

Continuing Connected Transactions Exempt from the
Independent Shareholders’ Approval Requirements
(continued)

Sale of wire slurry to Jinzhou Jixing New Materials Co., (“Jinzhou
Jixing”) and purchase of recycled abrasives and mineral oil from
Jinzhou Jixing (continued)

To the best of the Director’s knowledge, information and belief
having made all reasonable enquiry, as at the date of this report,
Jinzhou Jixing is owned as to 35% by Jinzhou Yuexin (a PRC
company wholly owned by Mr. Tan Xin, a Director of the Company
and the son of Mr. Tan Wenhua) and as to 65% by Independent
Third Parties. For the purpose of the Sale Transactions and the
Purchase Transactions, the Directors considered that Jinzhou
Jixing should be treated as an associate of Mr. Tan Wenhua and
hence a connected person of the Company. Hence, the Directors
consider that the Sale Transactions and the Purchase Transactions
under the New Jinzhou Jixing Framework Agreement should
continue to be subject to the continuing connected transactions
requirements under Chapter 14A of the Listing Rules in order to
provide the Shareholders and potential investors with information
relating to the transactions contemplated under the New Jinzhou
Jixing Framework Agreement on a voluntary basis. Consequently,
the Sales Transactions and Purchase Transactions under the
New Jinzhou Jixing Agreement constitute continuing connected
transactions for the Company under Rule 14A.34 of the Listing
Rules and are exempt from the independent shareholders’ approval
requirement but are subject to the reporting and announcement
requirements set out in Rules 14A.45 to 14A.47 of the Listing Rules.

Provision of services for re-coating and re-grooving guide rollers
by ERINRZEF BRI FIERL F Jinzhou Jingxin Semi-conductor
Material Company Limited* (“Jinzhou Jingxin”)

On 2 November 2009, the Company entered into a framework
agreement with Jinzhou Jingxin (the “Jingxin Guide Rollers Service
Agreement”) pursuant to which the Company has agreed to
engage or procure its subsidiaries to engage Jinzhou Jingxin for
the provision of services for re-coating and re-grooving guide rollers
which is necessary for slicing of silicon solar ingots into silicon solar
wafers.

The Company has obtained the approval from its independent
shareholders in respect of the Jingxin Guide Rollers Service
Agreement on 31 December 2009. Upon approval, the Jingxin
Guide Rollers Service Agreement commenced on 2 November 2009
and has expired on 31 December 2011.
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Continuing Connected Transactions (continued)

A.

Continuing Connected Transactions Exempt from the
Independent Shareholders’ Approval Requirements
(continued)

Provision of services for re-coating and re-grooving guide rollers
by #EM R EFEEERRIER A F Jinzhou Jingxin Semi-conductor
Material Company Limited* (“Jinzhou Jingxin”) (continued)

On 19 December 2011, the Company has entered into a new
framework agreement (the “New Jingxin Guide Rollers Service
Agreement”) with Jinzhou Jingxing to renew the pre-existing
agreement as well as to determine the annual cap amounts for the
transactions for the years ending 31 December 2014. The term of
the New Jingxin Guide Rollers Service Agreement has taken effect
on 1 January 2012 and will expire on 31 December 2014.

The New Jingxin Guide Rollers Service Agreement was entered
into in the ordinary and usual course of business and on normal
commercial terms. The basis of determining the prices for
the transactions under the New Jingxin Guide Rollers Service
Agreement are determined with reference to the prevailing market
price for the provision of service for re-coating and re-grooving
guide rollers. The terms of the New Jingxin Guide Rollers Service
Agreement and the transaction contemplated thereunder will be
determined on an individual order basis and the terms of which are
on normal commercial terms and no less favourable to the Company
than the terms available from independent third parties. Payments
for the transactions under the New Jingxin Guide Rollers Service
Agreement will either be cash on delivery or on such credit terms as
may be agreed between the parties on normal commercial terms
and no less favourable to the Company than terms available from
independent third parties. It is agreed that Jinzhou Jingxin will grant
to the Group a credit period of 30 to 90 days.

For the year ended 31 December 2012, the aggregate amount
of the service fee paid by the Group to Jinzhou Jingxin under the
Jingxin Guide Rollers Service Agreement amounted to approximately
RMB884,000 (2011: RMB2,545,000).

Based on the Directors’ estimate of the transaction under the New
Jingxin Guide Rollers Service Agreement for the two years ending
31 December 2014, it is expected that the following annual cap

amounts payable by the Group will not exceed:

(@ RMB3,000,000 for the year ending 31 December 2013; and

(b) RMB3,000,000 for the year ending 31 December 2014.
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Report of the Directors
EEEREE

Continuing Connected Transactions (continued)

A.

Continuing Connected Transactions Exempt from the
Independent Shareholders’ Approval Requirements
(continued)

Provision of services for re-coating and re-grooving guide rollers by
Jinzhou Jingxin (continued)

The proposed annual caps under the New Jingxin Guide Rollers
Agreement are determined with reference to, among other things,
(i) the Group’s silicon solar wafer production capacity as at 19
December 2011; and (i) the projected service fee for re-coating and
re-grooving guide rollers in the next three financial years.

To the best of the Director’s knowledge, information and belief
having made all reasonable enquiry, as at the date of this report,
Jinzhou Jingxin is owned as to 40% by Ms. Chen Man, the
daughter-in-law of Mr. Tan Wenhua, an executive Director and
the Chairman of the Company, as to 10% by Ms. Chen Man’s
aunt and as to 50% by independent third parties. For the purpose
of the transactions under the New Jingxin Guide Rollers Service
Agreement, the Directors consider that Jinzhou Jingxin should
be treated as an associate of Mr. Tan Wenhua and hence a
connected person of the Company. Hence, the Directors consider
that the transactions under the New Jingxin Guide Rollers Service
Agreement should be subject to the continuing connected
transaction requirements under Chapter 14A of the Listing Rules
in order to provide the Shareholders and potential investors with
information relating to the transactions contemplated under the
New Jingxin Guide Rollers Service Agreement on a voluntary basis.
Consequently, the transactions under the New Jingxin Guide Rollers
Service Agreement constitute continuing connected transactions
for the Company under Rule 14A.34 of the Listing Rules and are
exempt from the independent shareholders’ approval requirement
but are subject to the reporting and announcement requirements
set out in Rules 14A.45 to 14A.47 of the Listing Rules.
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Continuing Connected Transactions (continued)

A.

Continuing Connected Transactions Exempt from the
Independent Shareholders’ Approval Requirements
(continued)

Provision of services for re-coating and re-grooving guide rollers by
Jinzhou Youlin Semi-Conductor Material Co., Ltd. (“Jinzhou Youlin”)
On 19 December 2011, the Company entered into a framework
agreement with Jinzhou Youlin (the “Youlin Guide Rollers Service
Agreement”) pursuant to which the Company has agreed to engage
or procure its subsidiaries to engage Jinzhou Youlin for the provision
of services for re-coating and re-grooving guide rollers which is
necessary for slicing of silicon solar ingots into silicon solar wafers.
The term of the Youlin Guide Rollers Service Agreement has taken
effect on 1 January 2012 and will expire on 31 December 2014.

The Youlin Guide Rollers Service Agreement was entered into in the
ordinary and usual course of business and on normal commercial
terms. The basis of determining the prices for the transactions
under the Youlin Guide Rollers Service Agreement are determined
with reference to the prevailing market price for the provision of
service for re-coating and re-grooving guide rollers. The terms of
the Youlin Guide Rollers Service Agreement and the transaction
contemplated thereunder will be determined on an individual order
basis and the terms of which are on normal commercial terms and
no less favourable to the Company than the terms available from
independent third parties. Payments for the transactions under
the Youlin Guide Rollers Service Agreement will either be cash on
delivery or on such credit terms as may be agreed between the
parties on normal commercial terms and no less favourable to the
Company than terms available from independent third parties. It is
agreed that Jinzhou Youlin will grant to the Group a credit period of
30 to 90 days.

For the year ended 31 December 2012, the aggregate amount
of the service fee paid by the Group to Jinzhou Youlin under the
Youlin Guide Rollers Service Agreement amounted to approximately
RMB2,699,000.

Based on the Directors’ estimate of the transaction under the
Youlin Guide Rollers Service Agreement for the two years ending
31 December 2014, it is expected that the following annual cap

amounts payable by the Group will not exceed:

(@ RMBS3,500,000 for the year ending 31 December 2013; and

(b) RMB3,500,000 for the year ending 31 December 2014.
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Report of the Directors
EEEREE

Continuing Connected Transactions (continued)

A.

Continuing Connected Transactions Exempt from the
Independent Shareholders’ Approval Requirements
(continued)

Provision of services for re-coating and re-grooving guide rollers
by Jinzhou Youlin Semi-Conductor Material Co., (“Jinzhou Youlin”)
(continued)

The proposed annual caps under the Youlin Guide Rollers
Agreement are determined with reference to, among other things,
(i) the Group’s silicon solar wafer production capacity as at 19
December 2011; and (i) the projected service fee for re-coating and
re-grooving guide rollers in the next three financial years.

To the best of the Director’s knowledge, information and belief
having made all reasonable enquiry, as at the date of this report,
Youlin Semi-conductor is owned as to 87% by Ms. Chen Man, the
daughter-in-law of Mr. Tan Wenhua, and as to 13% by independent
third parties. Jinzhou Youlin is therefore an associate of Mr.
Tan Wenhua and hence a connected person of the Company.
Accordingly, the transactions under the Youlin Guide Rollers Service
Agreement constitute continuing connected transactions for the
Company under Chapter 14A of the Listing Rules. Consequently,
the transactions under the Youlin Guide Rollers Service Agreement
constitute continuing connected transactions for the Company
under Rule 14A.34 of the Listing Rules and are exempt from the
independent shareholders’ approval requirement but are subject
to the reporting and announcement requirements set out in Rules
14A.45 to 14A.47 of the Listing Rules.

Non-exempt Continuing Connected Transactions

The following transactions constituted non-exempt continuing
connected transactions for the Company and are thus subject to
reporting, announcement and independent shareholders’ approval
requirements under Rules 14A.45 to 14A.48 of the Listing Rules:

Supply of graphite materials by $#MNEFEmMEFIRER 2 E
(Jinzhou Changhua Carbon Products Company Limited®) (“Jinzhou
Changhua”) and supply of quartz crucibles by $8MEEE F AR
ABPFRAF (Jinzhou Youxin Electronic Materials Co., Ltd.*) (“Jinzhou
Youxin”)
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Continuing Connected Transactions (continued)

B.

Non-exempt Continuing Connected Transactions
(continued)

On 2 December 2009, the Company entered into a framework
supply agreement with Jinzhou Changhua and Jinzhou Youxin
pursuant to which Jinzhou Changhua and Jinzhou Youxin agreed
to supply graphite materials and quartz crucibles respectively to
the Company or its subsidiaries as requested by them from time
to time. Such graphite materials and quartz crucibles serve as the
essential materials for the Group’s production of silicon ingots. The
supply agreement commenced on 1 January 2010 and expired
on 31 December 2012. Formal purchase agreements (by way of
purchase orders and confirmations) were entered into between the
Group, Jinzhou Changhua and Jinzhou Youxin (as the case may be)
with the detailed terms and conditions as specified in the relevant
purchase orders. The purchase arrangement under the supply
agreement has been conducted on normal commercial terms and
on terms no less favourable than those available from independent
third parties.

On 19 October 2012, the Company has entered into a new
supply agreement (the “New Materials Supply Agreement”) with
Jinzhou Changhua to renew the pre-existing agreement as well
as to determine the annual cap for the transactions for the three
years ending 31 December 2015. The Company has obtained the
approval from its independent shareholders in respect of the New
Materials Supply Agreement on 27 December 2012. Upon approval,
the term of the New Materials Supply Agreement commenced on 1
January 2013 and will expire on 31 December 2015.

The New Materials Supply Agreement was entered into in the
ordinary and usual course of business of the Group and on normal
commercial terms. The purchase price payable by the Group to
Jinzhou Changhua under the New Materials Supply Agreement is
estimated based on the expected purchase amount of the graphite
materials and is comparable to the prevailing market prices.

For the year ended 31 December 2012, the aggregate amount
of the purchase price paid by the Group to Jinzhou Changhua in
relation to the sale and purchase of graphite materials amounted to
approximately RMB34,213,000 (2011: RMB55,133,000).

For the year ended 31 December 2012, the aggregate amount
of the purchase price paid by the Group to Jinzhou Youxin for
the purchase of quartz crucibles amounted to approximately
RMB27,578,000 (2011: RMB110,886,000).
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Report of the Directors
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Continuing Connected Transactions (continued)

B.

50 Solargiga Energy Holdings Limited &

Non-exempt Continuing Connected Transactions
(continued)

Based on the Directors’ estimate of the purchase of graphite
materials for the three years ending 31 December 2015, it is
expected that the following annual cap amounts payable by the
Group for transactions under the New Materials Supply Agreement
will not exceed:

(@) RMB103,784,000 for the year ending 31 December 2013;

(b) RMB108,973,000 for the year ending 31 December 2014; and

(c) RMB114,421,000 for the year ending 31 December 2015;

The above annual cap amounts are determined with reference to (i)
the costs incurred by the Group for the purchase of the Materials
for the nine months ended 30 September 2012; (ii) the expected
increase in the Group’s production capacity for the three years
ending 31 December 2015; (iii) the expected increase in demand
for the Materials for the production requirements of the Group in
anticipation of the expected increase in demand for the Group’s
products; and (iv) the expected utilisation rate of the Group’s
production capacity for the three years ending 31 December 2015.

To the best of the Director’s knowledge, information and belief
having made all reasonable enquiry, as at the date of this report,
Jinzhou Changhua is owned as to 40% by Huaxin Silicon, which is
wholly owned by Mr. TAN Wenhua, and as to 60% by Prosperity
Lamps & Components Limited (“PLC”). PLC is owned as to 65%
by Mr. CHONG Kin Ngai’s wholly-owned companies and as to
35% by Independent Third Parties. Jinzhou Changhua is therefore
an associate of each of Mr. TAN Wenhua (an executive Director)
and Mr. CHONG Kin Ngai (a former non-executive Director who
resigned on 1 December 2011) and hence a connected person
of the Company. Furthermore, Mr. CHONG Kin Ngai would have
resigned as a non-executive Director for more than 12 months
after 1 December 2012 and would cease to be a connected
person of the Company under Rule 14A.11(2) of the Listing Rules.
Nevertheless, Jinzhou Changhua will remain an associate of
Mr. TAN Wenhua by reason of his 40% shareholding in Jinzhou
Changhua. Consequently, the transactions under the New Materials
Supply Agreement constitute non-exempt continuing connected
transactions for the Company under Rule 14A.35 of the Listing
Rules.
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