


CONTENTS

Page
DEFINITIONS . 1
LETTER FROM THE BOARD . . . ... e e e 7
LETTER FROM THE INDEPENDENT BOARD COMMITTEE ............... 18
LETTER FROM FIRST SHANGHAI .. ... . e 19
APPENDIX I — FINANCIAL INFORMATION OF THE GROUP ........ 28
APPENDIX 11 — GENERAL INFORMATION . ... ... .. .. . 90
NOTICE OF THE EGM ... . e e e e 106



DEFINITIONS

Unless the context otherwise requires, capitalised terms used in this circular shall

have the following meanings:

“Acquisition”

“Acquisition Agreement”

“acting in concert”

“Announcement”

“associate(s)”

“Board”
“BVI”

“Company”

“Completion”

“Completion Date”

“connected person”

“Conversion Price”

the entering into of an acquisition agreement dated 8
November 2010 for the acquisition of 100% issued
shares of Sino Light

the sale and purchase agreement dated 8 November
2010 and entered into among the Company, the
Vendors and the Warrantors in relation to the
Acquisition

has the meaning ascribed to it under the Takeovers
Code

the announcement of the Company dated 31 March
2011 in relation to the proposed conversions of the
Convertible Bonds and application for the Whitewash
Waiver

has the same meaning as ascribed to it under the
Listing Rules

the board of Directors
British Virgin Islands

Solargiga Energy Holdings Limited (DO OOOO0O
0 0 0) (stock code: 00757), a company incorporated
in the Cayman Islands with limited liability and the
Shares of which are listed on the main board of the
Stock Exchange

completion of the Acquisition in accordance with the
terms of the Acquisition Agreement

the date of Completion, being the third business day
following the fulfilment (or waiver thereof) of the
conditions precedent or such other date as the parties
to the Acquisition Agreement may agree in writing

has the meaning ascribed to it under the Listing Rules

HK$1.92 per Conversion Share



“Conversion Shares”

“Conversions”

“Convertible Bonds”

“Director(s)”

“EGM”

“Executive”

“Fifth Vendor”

“Fifth Warrantors”

“First Shanghai”

new Shares to be allotted and issued upon any
conversion of the Convertible Bonds

the conversions of the Convertible Bonds into the
Conversion Shares

convertible bonds in the aggregate principal amount
of HK$835,200,000 issued on Completion in
satisfaction in full of the consideration for the
Acquisition

the director(s) of the Company

the extraordinary general meeting of the Company to
be held to approve, among other things to approve the
Whitewash Waiver to be held on 21 June 2011

the Executive Director of the Corporate Finance
Division of the Securities and Futures Commission or
any of his delegates

Seaquest Ventures Inc., an investment holding
company incorporated in the BVI and is, as at the date
of the Announcement, beneficially and wholly owned
by Mr. Quintin Wu, an independent third party under
the Listing Rules but for the purpose of the Takeovers
Code is considered to be a party acting in concert with
the Fifth Vendor

Fifth Vendor together with Mr. Quintin Wu

First Shanghai Capital Limited, a licensed corporation
under the SFO to carry out type 6 (advising on
corporate finance) regulated activity, being the
independent financial adviser to the Independent



DEFINITIONS

“Fourth Vendor”

“Fourth Warrantors”
“Group”

“HK$”

“Hong Kong”

“HPT”

“Independent Board
Committee”

“Independent Shareholders

“Issue Date”

Prosperity Lamps & Components Limited, a Hong
Kong incorporated company which is, as at the date of
the Announcement, beneficially owned as to 65% by
companies wholly owned by Mr. Chong, and as to
30% and 5% respectively by Mr. Sam Wai Keung and
Mr. Chong Yu Ka, both being independent third
parties under the Listing Rules but for the purpose of
the Takeovers Code are considered to be parties acting
in concert with the Fourth Vendor. The principal
business of the Fourth Vendor is trading of lighting
equipment

Fourth Vendor together with Mr. Chong
the Company and its subsidiaries

Hong Kong dollar(s), the lawful currency of Hong
Kong

the Hong Kong Special Administrative Region of the
PRC

Jinzhou Huachang Photovoltaic Technology Co., Ltd
(ooooboDbboooon), awholly foreign owned
enterprise established in the PRC with limited
liability and wholly owned by You Xin as at the Latest
Practicable Date

an independent committee of the Board comprising
Mr. Wong Wing Kuen, Albert, Ms. Fu Shuangye, Dr.
Lin Wen and Mr. Zhang Chun, the independent
non-executive Directors, established for the purpose
of advising the Independent Shareholders on the
Whitewash Waiver

the Shareholders of the Company other than the
Vendors, Mr. Tan, their respective associates and
parties in concert with any of them and those who are
involved in or interested in the Acquisition, the
issuance of the Convertible Bonds, the Conversions
and/or the Whitewash Waiver

the issue date of the Convertible Bonds i.e. 26 January
2011



DEFINITIONS

“Latest Practicable Date”

“Listing Rules”

“Mr. Chiao”

“Mr. Chong”

“Mr. Tan”

“PEC”

“PRC”

“RMB”

“Second Vendor”

“Second Warrantors”

29 April 2011, being the latest practicable date prior to
the despatch of this circular for the purpose of
ascertaining certain information contained herein

the Rules Governing the Listing of Securities on the
Stock Exchange

Mr. Chiao Ping Hai

Mr. Chong Kin Ngai, a non-executive Director who is
interested in approximately 4.63% of the issued share
capital of the Company and holds, as trustee for
certain Directors, senior management and staff of the
Group, approximately 1.44% in aggregate of the
issued share capital of the Company

Mr. Tan Wenhua, an executive Director, the chairman,
a substantial Shareholder and a connected person
who is beneficially interested in approximately
26.33% of the issued share capital of the Company, as
at the Latest Practicable Date

Prosperity Electric Corporation, a company
incorporated in the BVI and wholly owned by Mr.
Chong

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

Renminbi, the lawful currency of the PRC

Wintek International Corp., an investment holding
company incorporated in Samoa and is, as at the date
of the Announcement, beneficially and wholly owned
by Ms. Hanako Hiramatsu, an independent third
party under the Listing Rules but for the purpose of
the Takeovers Code is considered to be a party acting
in concert with the Second Vendor

Second Vendor together with Ms. Hanako Hiramatsu



DEFINITIONS

“Seventh Vendor”

“Seventh Warrantors

“SFO”

“Shares”

“Sino Light”

“Sino Light Group”

“Sixth Vendor”

“Sixth Warrantors”
“Stock Exchange”
“Takeovers Code”

“Third Vendor”

Sunvision Capital Investment Limited, an investment
holding company incorporated in Samoa and is, as at
the date of the Announcement, beneficially and
wholly owned by Mr. Liang-Chieh Huang, an
independent third party under the Listing Rules but
for the purpose of the Takeovers Code is considered to
be a party acting in concert with the Seventh Vendor

Seventh Vendor together with Mr. Liang-Chieh
Huang

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

ordinary share(s) with a par value of HK$0.10 each in
the capital of the Company

Sino Light Investments Limited, a company
incorporated in the BVI with limited liability

Sino Light, You Xin and HPT

Lithium Energy Holdings Corporation, an investment
holding company incorporated in the BVI and is, as at
the date of the Announcement, beneficially and
wholly owned by Mr. Tam Wing Keung, an
independent third party under the Listing Rules but
for the purpose of the Takeovers Code is considered to
be a party acting in concert with the Sixth Vendor

Sixth Vendor together with Mr. Tam Wing Keung
The Stock Exchange of Hong Kong Limited
the Hong Kong Code on Takeovers and Mergers

Grand Sea Investments Limited, an investment
holding company incorporated in Samoa, the issued
share capital of which, as at the date of the
Announcement, is beneficially owned as to
approximately 37.5% by Mr. Chiao Stephen Sun-Hai
(the elder brother of Mr. Chiao Ping Hai who is a non-
executive Director of the Company) and as to
approximately 62.5% by Ms. Chu Ko Pin, an
independent third party under the Listing Rules but
for the purpose of the Takeovers Code is considered to
be a party acting in concert with the Third Vendor









them will, in the absence of the Whitewash Waiver, be obliged to make a mandatory
general offer for all the Shares not already owned or agreed to be acquired by them
pursuant to Rule 26 of the Takeovers Code as a result of the Conversions. An application
has been made to the Executive for the Whitewash Waiver pursuant to Note 1 on
Dispensations from Rule 26 of the Takeovers Code on the basis that, among other things,
the Whitewash Waiver is subject to the approval by the Independent Shareholders at the
EGM on a vote by way of poll whereby the Vendors, Mr. Tan, their respective associates
and parties acting in concert with any of them and those who are involved in or interested
in the Acquisition, issuance of the Convertible Bonds, the Conversions and the Whitewash
Waiver will abstain from voting.



LETTER FROM THE BOARD

Assuming no further Shares will be allotted and issued from the Latest Practicable
Date until the Conversions take place, when the Convertible Bonds are converted in full,
the Vendors will be issued an aggregate of 435,000,000 Conversion Shares, representing
approximately 24.07% of the issued share capital of the Company immediately before
completion of the Conversions and approximately 19.40% of the issued share capital of the
Company as enlarged by the issue of the Conversion Shares, respectively.

THE WHITEWASH WAIVER

As at the Latest Practicable Date, the total number of issued Shares is 1,807,170,425
Shares and the Vendors, Mr. Tan and parties acting in concert with any one of them hold an
aggregate of 638,465,091 Shares, representing approximately 35.33% of the existing total
issued share capital of the Company as at the Latest Practicable Date. Assuming no further
Shares will be allotted and issued by the Company prior to the Conversions, interests in
the issued share capital of the Company held by the Vendors, Mr. Tan and parties acting in
concert with any one of them will increase by more than 2% from an aggregate of
638,465,091 Shares, representing approximately 35.33% of the issued share capital of the
Company immediately before completion of the Conversions, to an aggregate of
1,073,465,091 Shares, representing approximately 47.88% of the issued share capital of the
Company as enlarged by the issue of Conversion Shares upon the completion of the
Conversions.

The following table sets out the shareholding structure of the Company
immediately before and after completion of the Conversions (assuming that there will be
no change in the issued share capital of the Company from the Latest Practicable Date
until completion of the Conversions save for the issue of the Conversion Shares):

Immediately before Immediately after
completion of the completion of
Conversions the Conversions
(Note 1) (Note 1)
No. of Shares % No. of Shares %
I. The Vendors, Mr. Tan and
parties acting in concert
with any one of them
Directors
Mr. Tan and his associates
(Notes 2 & 3) 478,145,999 26.46 617,934,277 27.56
Mr. Chong and his associates
(Notes 4,5 & 6) 104,436,165 5.78 137,943,652 6.16
Mr. Hsu You Yuan (Note 7) 12,440,927 0.69 12,440,927 0.55
Mr. Chiao Ping Hai 6,135,500 0.34 6,135,500 0.27
Ms. Zhang Liming (Note 8) 3,133,500 0.17 3,133,500 0.14

Mr. Zhang Chun - - - -
Ms. Fu Shuangye - - - -



Notes:

Dr. Lin Wen
Mr. Wong Wing Kuen, Albert

Vendors (other than the First
Vendor and the Fourth
Vendor)

Second Vendor

Third Vendor

Fifth Vendor

Sixth Vendor (Note 9)
Seventh Vendor

Sub-total

Other non-public
Shareholder

WWIC (Note 10)

Sub-total

Other public Shareholders

Other public Shareholders

Sub-total

Total

Immediately before
completion of the
Conversions

Immediately after
completion of
the Conversions

(Note 1) (Note 1)
No. of Shares % No. of Shares %
- - 67,624,534 3.02
6,047,000 0.33 66,969,711 2.99
27,996,000 1.55 49,751,674 2.22
130,000 0.01 96,697,813 4.31
- - 14,833,503 0.66
638,465,091 35.33 1,073,465,091 47.88
344,208,822 19.05 344,208,822 15.35
344,208,822 19.05 344,208,822 15.35
824,496,512 45.62 824,496,512 36.77
824,496,512 45.62 824,496,512 36.77
1,807,170,425 100.00 2,242,170,425 100.00

The figures assume that other than the Conversion Shares, no Shares are issued or purchased by
the Company and other than the Conversion Shares, no Shares are sold or purchased by the
Vendors and their concert parties, in each case after the Latest Practicable Date until completion

of the Conversions.

As at the Latest Practicable Date, an aggregate of 478,145,999 Shares are held by Mr. Tan, his
concert parties and his associates, of which, 475,761,999 Shares are held by Mr. Tan and 2,384,000
Shares are held by Mr. Tan’s relatives as mentioned in note 3 below. Upon completion of the
Conversions, an aggregate of 617,934,277 Shares will be held by Mr. Tan, his concert parties, and
his associates, of which, 475,761,999 Shares will be held by Mr. Tan, 2,384,000 Shares will be held



As at the Latest Practicable Date, six employees of the Group, namely Zhao Xiuzhen, Tan Wenge,
Wang Jing, Gao Yu, Tan Wenxiang and Wang Jinsheng, who are the relatives of Mr. Tan and are
considered parties acting in concert with Mr. Tan, are interested in an aggregate of 2,384,000
Shares, of which 1,788,000 Shares remain registered in the name of Mr. Chong as trustee who is
entrusted to exercise voting rights and hold the dividends and other distributions made in respect
of the relevant Shares in trust on their behalf.

As at the Latest Practicable Date, an aggregate of 104,436,165 Shares are held by Mr. Chong, his
concert parties and his associates, of which, 2,449,500 Shares are held by Mr. Chong, 64,140,040
Shares are held by PEC, 15,935,500 Shares are held by the Fourth Vendor, 19,261,125 Shares are
held by Mr. Chong as trustee, 1,100,000 Shares are held by Mr. Chong’s spouse and 1,550,000
Shares are held by Mr. Chong’s relatives and other associate(s). Upon completion of the
Conversions, an aggregate of 137,943,652 Shares will be held by Mr. Chong, his concert parties
and his associates, of which, 2,449,500 Shares will be held by Mr. Chong, 64,140,040 Shares will be
held by PEC, 49,442,987 Shares will be held by the Fourth Vendor, 19,261,125 Shares will be held
by Mr. Chong as trustee, 1,100,000 Shares are held by Mr. Chong’s spouse and 1,550,000 Shares
will be held by Mr. Chong’s relatives and other associate(s).

As at the Latest Practicable Date, the Fourth Vendor is held as to 20% by PEC, 45% by Leigh
Company Limited, as to 30% by Mr. Sam Wai Keung and as to 5% by Mr. Chong Yu Ka. Mr. Sam
Wai Keung and Mr. Chong Yu Ka are both independent third parties under the Listing Rules but



Takeovers Code as a result of the issue of the Conversion Shares. The Executive has
indicated that the Whitewash Waiver will be granted, subject to, among other things, the
approval of the Independent Shareholders taken by way of poll at the EGM. The Vendors,
Mr. Tan and parties acting in concert with any of them and those who are involved in or
interested in the Acquisition, the issuance of the Convertible Bonds, the Conversions and
/or the Whitewash Waiver will abstain from voting on the resolution approving the



(v) neither the Vendors, Mr. Tan nor any parties acting in concert with any of them
has received an irrevocable commitment or arrangements to vote in favour of
or against the resolutions in respect of the Whitewash Waiver; and

(vi) there are no relevant securities (as defined in the Takeovers Code) in the
Company which the Vendors, Mr. Tan or any parties acting in concert with any
of them has borrowed or lent.

CONDITIONS OF THE CONVERSION
The Conversions are subject to the following conditions:
(i)  the granting of the Whitewash Waiver by the Executive; and

(i) the approval by the Independent Shareholders of the relevant resolution
regarding the Whitewash Waiver by way of poll at the EGM.

The conditions above cannot be waived.

If any of the conditions of the Conversions is not fulfilled, the Conversions will not
take place and the conditional conversion letters from the Vendors will cease to have
effect.

Subject to the above conditions of the Conversions having been fulfilled, the
Conversion Shares will be allotted and issued pursuant to the specific mandate granted to
the Directors pursuant to an ordinary resolution passed by the Shareholders in the
extraordinary general meeting of the Company held on 26 January 2011. The Listing
Committee of the Stock Exchange has granted the approval in respect of the listing of, and



LETTER FROM THE BOARD

INFORMATION ON THE VENDORS

The First Vendor, namely, You Hua Investment Corporation, is an investment
holding company incorporated in the BVI and is beneficially and wholly owned by Mr.
Tan, an executive Director and a substantial Shareholder of the Company and a connected
person who is beneficially interested in approximately 26.33% of its issued share capital as
at the Latest Practicable Date.

The Second Vendor, namely, Wintek International Corp., is an investment holding
company incorporated in Samoa and is beneficially and wholly owned by Ms. Hanako
Hiramatsu, an independent third party under the Listing Rules but for the purpose of the
Takeovers Code is considered to be a party acting in concert with the Second Vendor.

The Third Vendor, namely, Grand Sea Investments Limited, is an investment
holding company incorporated in Samoa, the issued share capital of which is beneficially
owned as to approximately 37.5% by Mr. Chiao Stephen Sun-Hai (the elder brother of Mr.
Chiao Ping Hai who is a non-executive Director of the Company) and as to approximately
62.5% by Ms. Chu Ko Pin, an independent third party under the Listing Rules but for the
purpose of the Takeovers Code, both Mr. Chiao Stephen Sun-Hai and Ms. Chu Ko Pin are
considered to be a party acting in concert with the Third Vendor.

The Fourth Vendor, namely, Prosperity Lamps & Components Limited, is a Hong
Kong incorporated company beneficially owned as to 65% by companies wholly owned by
Mr. Chong (a non-executive Director who is interested in approximately 4.63% of the
issued share capital of the Company and holds, as trustee for certain Directors, senior
management and staff of the Group, approximately 1.44% in aggregate of the issued share
capital of the Company, as at the Latest Practicable Date), as to 30% by Mr. Sam Wai Keung
and as to 5% by Mr. Chong Yu Ka, both being independent third parties under the Listing
Rules but for the purpose of the Takeovers Code are considered to be parties acting in
concert with the Fourth Vendor. The principal business of the Fourth Vendor is trading of
lighting equipment.

The Fifth Vendor, namely, Seaquest Ventures Inc., is an investment holding company
incorporated in the BVI and is beneficially and wholly owned by Mr. Quintin Wu, an
independent third party under the Listing Rules but for the purpose of the Takeovers
Code is considered to be a party acting in concert with the Fifth Vendor.

The Sixth Vendor, namely, Lithium Energy Holdings Corporation, is an investment
holding company incorporated in the BVI and is beneficially and wholly owned by Mr.
Tam Wing Keung, an independent third party under the Listing Rules but for the purpose
of the Takeovers Code is considered to be a party acting in concert with the Sixth Vendor.

The Seventh Vendor, namely, Sunvision Capital Investment Limited, is an
investment holding company incorporated in Samoa and is beneficially and wholly
owned by Mr. Liang-Chieh Huang, an independent third party under the Listing Rules but
for the purpose of the Takeovers Code is considered to be a party acting in concert with the
Seventh Vendor.

14 -



INTENTION REGARDING THE COMPANY AND ITS EMPLOYEES

Mr. Tan is a substantial Shareholder and has been the Executive Director and the
chairman of the Company. He, together with the Vendors and the parties acting in concert
with him have a positive view on the business prospects of the Group and intends to
consolidate their beneficial shareholding in the Company through the Conversions. Mr.
Tan, together with the Vendors and the parties acting in concert with any of them intend to
continue with the existing businesses of the Group and does not intend to introduce any
major changes in the businesses of the Group. Mr. Tan, together with the Vendors and their
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The Vendors, Mr. Tan, their respective associates and parties acting in concert with
any one of them and those who are involved in or interested in the Acquisition, the
issuance of the Convertible Bonds, the Conversions and/or the Whitewash Wavier will
abstain from voting at the EGM in respect of the resolutions for approving the Whitewash
Waiver.

The Independent Board Committee comprising Mr. Wong Wing Kuen, Albert, Ms.
Fu Shuangye, Dr. Lin Wen and Mr. Zhang Chun, the independent non-executive Directors,
has been formed to advise the Independent Shareholders on the Whitewash Waiver. The
two non-executive Directors, namely, Mr. Chiao Ping Hai and Mr. Chong, have not been
appointed as members of the Independent Board Committee as (i) Mr. Chiao Stephen
Sun-Hai, who is beneficially interested in approximately 37.5% of the issued share capital
of the Third Vendor, is the elder brother of Mr. Chiao Ping Hai, Mr. Chiao Ping Hai is an
associate of Mr. Chiao Stephen Sun-Hai and is considered to have an interest in the
Conversions and the Whitewash Waiver; and (ii) Mr. Chong is, through his wholly owned
companies, interested in 65% of the issued share capital of the Fourth Vendor and is
therefore regarded as a party acting in concert with the Fourth Vendor.

As stated above, as Mr. Tan, Mr. Chiao Ping Hai and Mr. Chong have material
interests in the Whitewash Waiver and the transactions contemplated thereunder, they
have abstained from voting on the board resolutions approving the Whitewash Waiver the
transactions contemplated thereunder. Save as the aforesaid, no Director has any material
interest in the Conversions and the Whitewash Waiver and the transactions contemplated
thereunder and therefore none of the Director was required to abstain from voting on the
board resolutions approving the Whitewash Waiver.

Pursuant to Rule 13.39(4) of the Listing Rules, any vote of the Shareholders at a
general meeting of a listed issuer must be taken by poll. Therefore, all the resolutions
proposed at the EGM will be voted by poll.

RECOMMENDATION

The Independent Board Committee, having considered the Whitewash Waiver and
having taken into account the advice of First Shanghai on the Whitewash Waiver,
considers that the Whitewash Waiver is fair and reasonable so far as the Independent
Shareholders are concerned. Accordingly, the Independent Board Committee recommends
the Independent Shareholders to vote in favour of the relevant resolution in connection
with the Whitewash Waiver to be proposed at the EGM.

Your attention is also drawn to (i) the letter from the Independent Board Committee
to the Independent Shareholders as set out on page 18 of this circular; and (ii) the letter
from First Shanghai to the Independent Board Committee and the Independent
Shareholders as set out on pages 19 to 27 of this circular in relation to the Whitewash
Waiver.

~16 -
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ADDITIONAL INFORMATION

Your attention is also drawn to the information as set out in the appendices of this
circular and the notice of the EGM as set out on pages 28 to 107, which form part of this
circular.

Shareholders and potential investors should note that the Conversions are
subject to the Conversion Conditions and may not proceed unless the Independent
Shareholders approve the resolution regarding the Whitewash Waiver by way of poll
and the Whitewash Waiver is granted by the Executive. Shareholders and potential
investors are therefore reminded to exercise caution when dealings in the Shares and
any other securities of the Company.

By Order of the Board
Solargiga Energy Holdings Limited
Hsu You Yuan
Executive Director

17 -



LETTER FROM THE INDEPENDENT BOARD COMMITTEE

Solargiga Energy Holdings Limited
X RERERERAT

(incorporated in the Cayman Islands with limited liability)
(Stock code: 00757)

Date 5 May 2011
To the Independent Shareholders

Dear Sir or Madam,

PROPOSED CONVERSIONS OF CONVERTIBLE BONDS
AND APPLICATION FOR A WHITEWASH WAIVER

We have been appointed as members of the Independent Board Committee to advise
you in respect of the Whitewash Waiver, details of which are set out in the letter from the
Board in the circular (the “Circular”) of the Company dated 5 May 2011, of which this
letter forms part. Capitalised terms used in this letter shall have the same meanings as
defined in the Circular unless the context otherwise requires.

We wish to draw your attention to the letter of advice from First Shanghai as set out
on pages 19 to 27 of the Circular, which contains its advice and recommendation to us as to
whether or not the Whitewash Waiver is fair and reasonable so far as the Independent
Shareholders are concerned and in the interests of the Company and the Shareholders as a
whole, as well as the principal factors and reasons for its advice and recommendation.

Having considered, amongst other matters, the factors and reasons considered by,
and the opinion of, First Shanghai as stated in its aforementioned letter of advice, we are
of the opinion that the Whitewash Waiver is fair and reasonable so far as the Independent
Shareholders are concerned and in the interests of the Company and the Shareholders as a
whole. We therefore recommend the Independent Shareholders to vote in favour of the
relevant resolution to be proposed at the EGM to approve the Whitewash Waiver.

Yours faithfully,
The Independent Board Committee of
Solargiga Energy Holdings Limited

Wong Wing Kuen, Albert Fu Shuangye Lin Wen Zhang Chun

Independent Independent Independent Independent

non-executive non-executive non-executive non-executive
Directors Directors Directors Directors

- 18 -






LETTER FROM FIRST SHANGHAI

The Independent Board Committee, comprising all the independent non-executive
Directors, namely Mr. Wong Wing Kuen, Albert, Ms. Fu Shuangye, Dr. Lin Wen and Mr.
Zhang Chun, has been established to advise the Independent Shareholders in respect of
the application for the Whitewash Waiver. We, First Shanghai Capital Limited, have been
appointed to advise the Independent Board Committee and the Independent Shareholders
in this regard. Our appointment has been approved by the Independent Board Committee.

In putting forth our opinion and recommendation, we have relied on the accuracy of
the information and representations included in the Circular and provided to us by the
management of the Group, and have assumed that all such information and
representations made or referred to in the Circular and provided to us by the management
of the Group were true at the time they were made and continue to be true up to the Latest
Practicable Date and notifying the Shareholders of any material changes as soon as
practicable. We have also assumed that all statements of belief, opinion and intention
made in the Circular were reasonably made after due enquiry. We have no reason to doubt
the truth, accuracy and completeness of the information and representations provided to
us by the management of the Group and have been advised that no material facts have
been withheld or omitted from the information provided and referred to in the Circular.
We consider that we have reviewed sufficient information to reach an informed view and
to justify reliance on the accuracy of the information contained in the Circular and to
provide a reasonable basis for our advice. We have not, however, conducted any
independent verification of the information included in the Circular and provided to us
by the management of the Group nor have we conducted any form of investigation into
the business, affairs or future prospects of the Group.

PRINCIPAL FACTORS AND REASONS CONSIDERED

In arriving at our opinion on the application for the Whitewash Waiver, we have
taken into account the following principal factors and reasons:

1. Background of the Convertible Bonds and the Whitewash Waiver
Background of the Convertible Bonds

On 9 November 2010, the Company, the Vendors and the Warrantors entered
into the Acquisition Agreement, pursuant to which the Company conditionally
agreed to purchase and the Vendors conditionally agreed to sell 100% of the issued
shares in the capital of Sino Light for a total consideration of HK$835.2 million,
which would be satisfied in full by the issuance of the zero-coupon Convertible
Bonds upon completion of the Acquisition. On 26 January 2011, an ordinary
resolution was passed by the then Independent Shareholders in its extraordinary
general meeting approving, among other things, the Acquisition and the issuance of
the Convertible Bonds and the Conversion Shares. On the same day, the Acquisition
was completed and the Convertible Bonds were issued by the Company to the
Vendors as consideration for the Acquisition. Details of the terms of the Convertible
Bonds are disclosed in the circular of the Company dated 15 December 2010 (the
“2010 Circular™).

-20 -
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Background of the Whitewash Waiver

As disclosed in the announcement of the Company dated 31 March 2011, the
Company has received conditional conversion letters from the respective Vendors
relating to the Conversions, where the Vendors would exercise their respective
rights to fully convert their Convertible Bonds with aggregate principal of HK$835.2
million. As at the Latest Practicable Date, the Vendors, Mr. Tan, their respective
associates and parties acting in concert with any one of them hold an aggregate of
approximately 35.33% of the issued share capital of the Company. Assuming no
further Shares will be allotted and issued by the Company prior to the Conversions,
interests in the issued share capital of the Company held by the Vendors, Mr. Tan
and parties acting in concert with any one of them will increase by more than 2%
from approximately 35.33% (of the issued share capital of the Company
immediately before completion of the Conversions) to approximately 47.88% (of the
issued share capital of the Company as enlarged by the Conversions) upon the
completion of the Conversions. The Vendors, Mr. Tan, their respective associates
and parties acting in concert with any one of them will be obliged to make a
mandatory general offer for all the Shares not already owned or agreed to be
acquired by them pursuant to Rule 26 of the Takeovers Code unless the Whitewash
Waiver is granted by the Executive, which is subject to approval by the Independent
Shareholders by way of poll at the EGM.

2. Reasons of the application for the Whitewash Waiver

In analyzing the reasons of the application for the Whitewash Waiver, we have
considered the following principal factors:

(i) Benefits of the Acquisition and execution of granted rights

As disclosed in the 2010 Circular, the Acquisition provides a variety of
benefits to the business and financial position of the Group which include but not
limited to (i) the acceleration of the downstream business developments of the
Group in the photovoltaic industry; (ii) the provision of a reliable source of silicon
solar cells for its module business and improve operational efficiency; (iii) the
expected business synergy which will benefit the Group in the long run; and (iv) the
expected positive impacts on the asset and earnings of the Group. Moreover, as
advised by the management of the Group, for the benefits of the Group, the
consideration of the Acquisition was satisfied by issue of the Convertible Bonds
which would not pose pressure on the cash resources on the Group which could
otherwise be utilized for the general working capital requirements as well as for the
further development of the business of the Group. Further details of the Acquisition,
including its benefits to the Group, business and prospects of Sino Light and
financial impacts are disclosed in the 2010 Circular. In order to secure the deal and
realize the benefits of the Acquisition, the Company, the Vendors and the
Warrantors entered into the Acquisition Agreement on 9 November 2010, pursuant
to which the Company conditionally agreed to purchase and the Vendors
conditionally agreed to sell 100% of the issued shares in the capital of Sino Light for
a total consideration of HK$835.2 million, which would be satisfied in full by the
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issuance of the zero-coupon Convertible Bonds upon completion of the Acquisition.
The issuance of the Convertible Bonds and the allotment and issuance of the
Conversion Shares were approved by the then Independent Shareholders and the
Conversions represent solely the execution of conversion rights granted under the
Convertible Bonds which were issued to the Vendors for the purpose of settling the
aggregate consideration of HK$835.2 million relating to the Acquisition.

(i) Improvement in management commitment

Upon completion of the Conversions, the shareholding interests of the two
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However, based on information on financial effects of the Acquisition as disclosed
in the letter from the Board to the 2010 Circular and advices from the management of
the Group, we understand that the dilution effect would be mitigated after having
taken into account the expected positive financial effects of the Acquisition, such as
the business synergies and the consolidation of the positive earnings of Sino Light
into the Group.

Net asset value attributable to Shareholders (“NAV”)

According to the 2010 Annual Report, the Group recorded NAV of
approximately RMB1,607 million and had 1,807,170,425 Shares as at 31 December
2010. Hence, NAV on a per Share basis was approximately RMBO0.89 per Share as at
31 December 2010. We are advised that the existing Convertible Bonds are classified
as equity instrument in the balance sheet of the Group, hence the Conversions of the
Convertible Bonds to the Conversion Shares would not affect the NAV of the Group,
but would impose a dilution effect to NAV per Share. For illustrative purpose,
assuming the Conversions had already been taken place on 31 December 2010 and
without taking into account other financial effects of the Acquisition, the number of
Shares would increase by 435,000,000 Shares to 2,242,170,425 Shares and NAV per
Share would be diluted by approximately 19% to approximately RMBO0.72 per Share
as at 31 December 2010. However, based on information on financial effects of the
Acquisition as disclosed in the letter from the Board to the 2010 Circular and advices
from the management of the Group, we understand that the dilution effect would be
mitigated after having taken into account the expected positive financial effects of
the Acquisition, such as the consolidation of the positive NAV of Sino Light into the
Group.

Gearing ratio

The gearing ratio of the Group is defined as the ratio of total borrowings to
total share capital and reserves. According to the 2010 Annual Report, total
borrowings, being the sum of short-term bank loans, municipal government loan
and long-term bank loan, amounted to approximately RMB736 million, whereas
share capital and reserves amounted to approximately RMB1,607 million as at 31
December 2010. Hence, the gearing ratio of the Group was approximately 45.8% as
at 31 December 2010. We are advised by the management of the Group that the
completion of the Conversions would not affect the total borrowings or total share
capital and reserves, hence the gearing ratio of the Group would remain unchanged.

Working capital

According to the 2010 Annual Report, the Group had cash at bank and in hand
of approximately RMB460 million and net borrowings of approximately RMB202
million as at 31 December 2010. We are advised by the management of the Group
that the Conversions would not impose any change in the working capital of the
Group given that the Conversions do not involve any cash payment.
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As mentioned above, despite the dilution to earnings per Share and NAV per
Share (which were calculated for illustrative purposes only without taking into
account the expected positive financial impacts brought out by the Acquisition),
having taken into account the principal factors as detailed in the section headed
“Reasons of the application for the Whitewash Waiver” to this letter and the
Conversions would not have material adverse impacts on the consolidated
earnings, NAV, gearing and working capital of the Group, on balance, we consider
the financial effects of the Conversions are acceptable.

4, Dilution effects of the Conversions

Assuming there were no changes in the issued share capital of the Company
between the Latest Practicable Date and the completion date of the Conversions, the
following table sets out the shareholding distribution of the Company immediately before
completion of the Conversions and immediately after completion of the Conversions:

Immediately before Immediately after
completion of the completion of the
Conversions Conversions
(Note 1) (Note 1)
No. of Shares %  No. of Shares %
I. The Vendors, Mr. Tan and
parties acting in concert
with any one of them
Directors
Mr. Tan and his associates
(Notes 2 & 3) 478,145,999  26.46 617,934,277  27.56
Mr. Chong and his associates
(Notes 4,5 & 6) 104,436,165 5.78 137,943,652 6.16
Mr. Hsu You Yuan (Note 7) 12,440,927 0.69 12,440,927 0.55
Mr. Chiao Ping Hai 6,135,500 0.34 6,135,500 0.27
Ms. Zhang Liming (Note 8) 3,133,500 0.17 3,133,500 0.14

Mr. Zhang Chun - - - -
Ms. Fu Shuangye - - - -
Dr. Lin Wen - - - -




Notes:

Other non-public
Shareholder

WWIC (Note 10)

Sub-total

Other public Shareholders

Other public Shareholders

Sub-total

Total

Immediately before
completion of the
Conversions

Immediately after
completion of the
Conversions

(Note 1) (Note 1)
No. of Shares % No. of Shares %
344,208,822 19.05 344,208,822 15.35
344,208,822 19.05 344,208,822 15.35
824,496,512 45.62 824,496,512 36.77
824,496,512 45.62 824,496,512 36.77
1,807,170,425 100.00 2,242,170,425 100.00

The figures assume that other than the Conversion Shares, no Shares are issued or purchased by
the Company and other than the Conversion Shares, no Shares are sold or purchased by the
Vendors and their concert parties, in each case after the Latest Practicable Date until completion

of the Conversions.
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5. As at the Latest Practicable Date, the Fourth Vendor is held as to 20% by PEC, 45% by Leigh
Company Limited, as to 30% by Mr. Sam Wai Keung and as to 5% by Mr. Chong Yu Ka. Mr. Sam
Wai Keung and Mr. Chong Yu Ka are both independent third parties under the Listing Rules but
for the purpose of the Takeovers Code are considered to be parties acting in concert with the
Fourth Vendor. Both PEC and Leigh Company Limited are wholly owned by Mr. Chong.

6. Mr. Chong holds 26,058,625 Shares as trustee on behalf of certain directors, members of the senior
management and staff of the Group, of which 2,350,125 Shares and 2,659,375 Shares are held by
Mr. Chong in trust for Ms. Zhang Liming and Mr. Hsu You Yuan, both an executive Director,
respectively, and 1,788,000 Shares are held by Mr. Chong in trust for the six employees mentioned
in note 3 above.

7. Out of the 12,440,927 Shares, 2,659,375 Shares are registered in the name of Mr. Chong as trustee
who is entrusted to exercise voting rights and hold the dividends and other distributions made in
respect of the relevant Shares in trust on behalf of Hsu You Yuan.

8. Out of the 3,133,500 Shares, 2,350,125 Shares are registered in the name of Mr. Chong as trustee
who is entrusted to exercise voting rights and hold the dividends and other distributions made in
respect of the relevant Shares in trust on behalf of Zhang Liming.

9. 130,000 Shares are held by the wife of Mr. Tam Wing Keung. Mr. Tam Wing Keung is the beneficial
owner of the entire issued shares of the Sixth Vendor.

10. WWIC is a wholly owned subsidiary of WWX and a substantial Shareholder for the purpose of the
Listing Rules. WWX is a company incorporated in Taiwan with limited liability and whose shares
are listed on the Taiwan Gre Tai Securities Market.

We note that the aggregate interests of the Vendors, Mr. Tan and parties acting in
concert with any one of them in the shareholdings of the Company will increase from
approximately 35.33% to 47.88% upon completion of the Conversions. On the other hand,
interests of the Independent Shareholders in the shareholdings of the Company will be
diluted from approximately 45.62% to 36.77% upon completion of the Conversions.
Nonetheless, having considered in particular (i) the issuance of the Convertible Bonds
(which preserved the cash resources of the Group which could be used for further
business development and working capital) and the allotment and issuance of the
Conversion Shares were approved by the then Independent Shareholders and the
Conversions represent solely the execution of conversion rights granted under the
Convertible Bonds which were issued to the Vendors for the purpose of settling the
consideration of the Acquisition; (ii) the completion of the Conversions may further align
the interests of Mr. Tan and Mr. Chong with those of the Group and Mr. Tan and Mr. Chong
may be further committed to the management and development of the business of the
Group and hence the enhancement of the value of the Shares in the long run with their
relevant expertise; (iii) the completion of the Conversions would not impose any material
change in the consolidated earnings, NAV, gearing ratio and working capital of the Group
(despite the dilution on a per Share basis as explained above); and (iv) Mr. Tan, together
with the Vendors and the parties acting in concert with any of them intend to continue
with the existing businesses of the Group and does not intend to introduce any major
changes in the businesses of the Group as a result of the Conversions, on balance, we
consider the dilution of shareholding interests of the Independent Shareholders is
acceptable.
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RECOMMENDATION

Having taken into account the above principal factors, in particular:

()

(i)

the issuance of the Convertible Bonds (which preserved the cash resources of
the Group which could be used for further business development and
working capital) and the allotment and issuance of the Conversion Shares
were approved by the then Independent Shareholders and the Conversions
represent solely the execution of conversion rights granted under the
Convertible Bonds which were issued to the Vendors for the purpose of
settling the consideration of the Acquisition;

the completion of the Conversions may further align the interests of Mr. Tan



APPENDIX I FINANCIAL INFORMATION OF THE GROUP

1. AUDITED CONSOLIDATED FINANCIAL STATEMENTS OF THE GROUP

The Company is required to set out in this circular the information for the last three
financial years with respect to the profits and losses, financial record and position, set out
as a comparative table and the latest published audited balance sheet together with the
notes on the annual accounts for the last financial year for the Group. The auditor’s
reports in respect of the Group’s audited consolidated financial statements for each of the
three years ended 31 December 2008, 2009 and 2010 did not contain any qualifications.

Three-Year Financial Summary
For the year ended 31 December 2010

2008 2009 2010
RMB’000 RMB’000 RMB’000
Turnover 1,492,935 658,720 1,854,769
Cost of sales (1,047,190) (491,852) (1,441,526)
Write-down of inventories
(note 1) (220,235) (172,648) -
Gross profit/(loss) 225,510 (5,780) 413,243
Profit/(loss) from operations 120,660 (98,824) 300,897
Profit/(loss) before taxation 117,370 (114,766) 282,891
Income tax (expense)/credit (33,991) 16,624 (71,444)
Profit/(loss) for the year 83,379 (98,142) 211,447
Profit/(loss) attributable to
equity shareholders 83,379 (98,098) 214,121
Minority interests - (44) (2,674)
Basic earnings/(loss) per share
(RMB cents) 5.12 (5.75) 11.85
Dividend (note 3)
Cash dividend 88,258 10,584 -
Scrip dividend - 14,777 -
88,258 25,361 -
Non-current assets 759,550 921,054 1,502,677
Current assets 1,015,860 1,126,895 1,540,546
Current liabilities 471,328 495,472 1,113,576
Non-current liabilities 40,568 145,197 283,932
Net assets 1,263,514 1,407,280 1,645,715

Note:

(1) Exceptional items for the three years ended 31 December 2008, 2009 and 2010.

(2) There were no extraordinary for the three years ended 31 December 2008, 2009 and 2010.

3) Final dividends in respect of 2007 and 2008 at RMB0.052 (HK$0.058) per share and RMBO0.015
(HK$0.017) per share were paid during 2008 and 2009. No dividend was declared for 2009 and

paid during 2010. The board has recommended the payment of final dividend of RMB0.035
(HK$0.041) per share for 2010.
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Consolidated Income Statement
For the year ended 31 December 2010
(Expressed in Renminbi)

Turnover

Cost of sales

Gross profit/(loss)
Other revenue
Other net (loss)/income

Selling and distribution expenses
Administrative expenses

Profit/(loss) from operations

Finance costs

Profit/(loss) before taxation

Income tax (expense)/credit

Profit/(loss) for the year

Attributable to:
Equity shareholders of the Company
Non-controlling interests

Profit/(loss) for the year

Earnings/(loss) per share (RMB
cents)
— Basic and diluted

29—

2010 2009

Note RMB’000 RMB’000
3 1,854,769 658,720
(1,441,526) (664,500)

413,243 (5,780)

4 23,174 14,898
5 (2,274) 2,890
(9,669) (5,311)

(123,577) (105,521)

300,897 (98,824)

6(a) (18,006) (15,942)
6 282,891 (114,766)
7 (71,444) 16,624
211,447 (98,142)
8 214,121 (98,098)
(2,674) (44)
211,447 (98,142)

10

11.85 (5.75)




Consolidated Statement of Comprehensive Income
For the year ended 31 December 2010
(Expressed in Renminbi)
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Consolidated Statement of Financial Position

At 31 December 2010
(Expressed in Renminbi)

Non-current assets

Property, plant and equipment
Prepayments for acquisition of

property, plant and equipment

Lease prepayments
Prepayments for raw materials
Interest in an associate

Deferred tax assets

Current assets

Inventories

Trade and other receivables
Pledged deposits

Cash at bank and in hand

Current liabilities

Trade and other payables
Short-term bank loans
Current tax payable

Net current assets

Total assets less current liabilities

Note

14(a)

15
16
18

25(b)

19
20
21
22

23
24
25(a)

-31-

2010 2009
RMB’000 RMB’000
1,197,049 536,849

49,063 63,264
68,400 63,948
146,915 214,068
37,000 -

4,250 42,925

1,502,677 921,054
378,287 441,288
628,412 405,361

74,113 44,055
459,734 236,191

1,540,546 1,126,895
463,322 206,170
648,011 289,274

2,243 28
1,113,576 495,472

426,970 631,423
1,929,647 1,552,477
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Statement of Financial Position

At 31 December 2010
(Expressed in Renminbi)

Non-current assets
Property, plant and equipment
Investments in subsidiaries

Current assets
Trade and other receivables
Cash at bank and in hand

Current liabilities
Other payables and accrued
expenses

Net current assets

NET ASSETS

CAPITAL AND RESERVES
Share capital
Reserves

TOTAL EQUITY

Note

14(b)
17

22

23

30(b)
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2010 2009
RMB’000 RMB’000
35 57
147,456 163,005
147,491 163,062
803,567 839,077
1,045 3,527
804,612 842,604
23,993 25,482
780,619 817,122
928,110 980,184
162,458 162,458
765,652 817,726
928,110 980,184
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Consolidated Statement of Changes in Equity
For the year ended 31 December 2010
(Expressed in Renminbi)

Balance at 1 January 2009
Changes in equity for 2009:
Profit for the year
Other comprehensive income

Total comprehensive income

Dividends approved in respect
of the previous year

Shares issued in lieu of cash
dividends

Share issued under the listing
of Taiwan Depository
Receipts

Share issuing costs

Capital injection by minority
shareholders

Shares issued under share
option scheme

Equity settled share-based
transactions

Balance at 31 December 2009
and 1 January 2010

Changes in equity for 2010:
Profit for the year
Other comprehensive income

Total comprehensive income

Capital injection by minority
shareholders

Equity settled share-based
transactions

Appropriation

Balance at 31 December 2010

Note

30()

Attributable to equity shareholders of the Company

General Non-
Share Share  reserve  Capital Exchange Other  Retained controlling Total
capital  premium fund  reserve  reserve  reserve profits Total interests equity
RMB'000 RMB’000 RMB’000 RMB’000 RMB'000 RMB'000 RMB’000 RMB’000 RMB'000 RMB'000
152,189 740,854 88,810 34,482 (2569)  (66,710) 316,458 1,263,514 - 1263514
- - - - - - (98,098)  (98,098) (44)  (98,142)
- - - - (7,906) - - (7,906) - (7,906)
- - - - (7,906) - (98,098) (106,004) (44)  (106,048)
- (25361) - - - - - (25361) - (25361)
485 14,292 - - - - - 14,717 - 14,717
8,824 191766 - - - - - 200,590 - 200,590
- (3,780) - - - - - (3,780) - (3,780)
- - - - - - - - 19,605 19,605
960 17,917 - - - - - 18,937 - 18,937
- 4,680 - 16,462 - - 3,904 25,046 - 25,046
I B B B B B B D D —
162,458 940,428 88,810 50,944 (10475)  (66,710) 222,264 1,387,719 19,561 1,407,280
- - - - - - 1120 1412 (2,674) 211,447
- - - - 186 - - 186 - 186
- - - - 186 - 24121 214307 (2,674) 211,633
- - - - - - - - 22,050 22,050
- - - (10,116) - - 14,868 4,752 - 4,752
- - 28,745 - - - (28,745) - - -
162,458 940,428 117,555 40,828 (10,289)  (66,710) 422,508 1,606,778 38,937 1,645,715
I B B B B B D D D —
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Consolidated Cash Flow Statement
For the year ended 31 December 2010
(Expressed in Renminbi)

2010 2009
Note RMB’000 RMB’000
Operating activities
Profit/(loss) before taxation 282,891 (114,766)
Adjustments for:
Depreciation and amortisation 54,460 32,738
Loss on disposals of property,
plant and equipment - 901
Equity settled share-based
payment expenses 4,752 25,046
Write-down of inventories - 172,648
Impairment of trade debtors 449 4,752
Finance costs 18,006 15,942
Provision for warranty 870 -
Interest income from bank
deposits (2,786) (1,953)
Foreign exchange loss/(gain) 1,624 (1,555)
Operating profit before changes in
working capital 360,266 133,753
Decrease/(increase) in inventories 62,925 (219,281)
Increase in trade and other
receivables (260,773) (131,267)
Decrease/(increase) in prepayments
for raw materials 67,153 (2,908)
Increase/(decrease) in trade and
other payables 199,869 (72,700)
Increase in deferred income 105,604 36,968
Cash generated from/(used in)
operating activities 535,044 (255,435)
PRC income tax paid (13,676) (785)
PRC income tax refunded - 1,093
Net cash generated from/(used in)
operating activities 521,368 (255,127)
Investing activities
Payment for the acquisition of
property, plant and equipment (603,242) (96,133)
Capital injection to an associate (37,000) -
Payment of lease prepayments (5,876) (17,503)
Deposits with banks with original
maturity over three months (12,980) (57,020)
Proceeds from disposals of property,
plant and equipment 1,094 7
Interest received 2,786 1,953
Net cash used in investing activities (655,218) (168,696)
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2010 2009
Note RMB’000 RMB’000
Financing activities
Placement of pledged deposits (59,097) (44,055)
Repayments of pledged deposits 29,039 25,071
Dividends paid 9(b) - (10,584)
Proceeds from bank loans 984,573 447,154
Repayment of bank loans (610,836) (302,460)
Proceeds from shares issued under
share option scheme 30(f) - 18,937
Proceeds from the listing of Taiwan
Depository Receipts 30(e) - 200,590
Capital injection by minority
shareholders 22,050 19,605
Share issuing costs for the listing of
Taiwan Depositary Receipts 30(e) - (3,780)
Interest paid (21,932) (17,130)
Net cash generated from financing
activities 343,797 333,348
Net increase/(decrease) in cash and
cash equivalents 209,947 (90,475)
Cash and cash equivalents at the
beginning of the year 179,171 270,402
Effect of foreign exchange rate
changes 616 (756)
Cash and cash equivalents at the
end of the year 22 389,734 179,171
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Notes to the Financial Statements
(Expressed in Renminbi)

1 SIGNIFICANT ACCOUNTING POLICIES

(a)

(b)

(c)

Statement of compliance

These financial statements have been prepared in accordance with all applicable Hong
Kong Financial Reporting Standards (“HKFRSs”), which collective term includes all
applicable individual Hong Kong Financial Reporting Standards, Hong Kong Accounting
Standards (“HKASs”) and Interpretations issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”), accounting principles generally accepted in Hong Kong
and the disclosure requirements of the Hong Kong Companies Ordinance. These financial
statements also comply with the applicable disclosure provisions of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing
Rules”). A summary of the significant accounting policies adopted by the Group is set out
below.

The HKICPA has issued certain new and revised HKFRSs that are first effective or
available for early adoption for the current accounting period of the Group and the
Company. Note 2 provides information on any changes in accounting policies resulting
from initial application of these developments to the extent that they are relevant to the
Group for the current and prior accounting periods reflected in these financial statements.

Basis of preparation of the financial statements

The consolidated financial statements for the year ended 31 December 2010 comprise the
Company and its subsidiaries (together referred to as the “Group”) and the Group’s
interest in an associate.

The measurement basis used in the preparation of the financial statements is the historical
cost basis except as otherwise stated in the accounting policies set out below.

The preparation of financial statements in conformity with HKFRSs requires management
to make judgements, estimates and assumptions that affect the application of policies and
reported amounts of assets, liabilities, income and expenses. The estimates and associated
assumptions are based on historical experience and various other factors that are believed
to be reasonable under the circumstances, the results of which form the basis of making
the judgements about carrying values of assets and liabilities that are not readily apparent
from other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the
revision affects only that period, or in the period 