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Solargiga Energy Holdings Limited
陽光能源控股有限公司

(Incorporated in the Cayman Islands with limited liability)

(Stock Code: 757)

ANNOUNCEMENT OF INTERIM RESULTS
FOR THE SIX MONTHS ENDED 30 JUNE 2008

FINANCIAL HIGHLIGHTS

•	 Listed on 31 March 2008 on the Main Board of The Stock Exchange of Hong Kong Limited

•	 Revenue surged by 76.2% to RMB685.5 million

•	 Gross profit increased by 146.4% to RMB276.7 million

•	 Gross profit margin rose from 28.9% for the six months ended 30 June 2007 to 40.4% for the 
same period in 2008, being one of the highest among comparables

•	 Profit attributable to equity shareholders soared by 170.8% to RMB194.9 million

•	 Basic earnings per share rose by 150.0% to RMB12.5 cents

•	 The Board does not recommend the payment of interim dividend for the six months ended 30 
June 2008

Note:	 the above calculation of profit attributable to equity shareholders and basic earnings per share excluded one-off 
non-operating items: IPO expenses of RMB11.6 million incurred in 2008 and gain on acquisition of the Acquired 
Group of RMB74.8 million generated in 2007.

INTERIM RESULTS

The board of directors (the “Board”) of Solargiga Energy Holdings Limited (the “Company”) is pleased 
to announce the unaudited condensed consolidated interim financial results of the Company and its 
subsidiaries (collectively, the “Group”) for the six months ended 30 June 2008, together with the 
comparative figures for the corresponding period in 2007. The consolidated interim financial report for 
the six months ended 30 June 2008 is unaudited, but has been reviewed by KPMG, in accordance with 



– 



�� –

UNAUDITED CONSOLIDATED BALANCE SHEET
At 30 June 2008
(Expressed in Renminbi)

	 	 30 June		 31 December
	 	 2008		 2007
	 Note	 RMB’000		 RMB’000

Non-current assets

Property, plant and equipment	 9	 333,517		 175,379
Lease prepayments	 	 48,380		 48,486

48,486

333,517
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UNAUDITED CONSOLIDATED BALANCE SHEET (continued)
At 30 June 2008
(Expressed in Renminbi)

	 	 30 June		 31 December
	 	 2008		 2007
	 Note	 RMB’000		 RMB’000

Non-current liabilities

Municipal government loan	 	 2,947		 2,890
Deferred tax liabilities	 	 10,737		 –
Deferred income	 	 27,095		 26,747	 	 		

	 	 40,779		 29,637	 	 			 	 		

Net assets	 	 1,346,980		 632,717	 	 		

Capital and reserves

Paid-in/issued capital	 12	 152,189		 279
Reserves	 	 1,194,791		 632,438	 	 		

Total equity	 	 1,346,980		 632,717	 	 		
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UNAUDITED Condensed CONSOLIDATED CASH FLOW STATEMENT
(Expressed in Renminbi)

	 Six months ended 30 June
	 2008		 2007
	 RMB’000		 RMB’000

Cash (used in)/generated from operations	 (43,461	)	 152,070

Tax paid	 (36,196	)	 (2,812	)	 	 		

Net cash (used in)/generated from operating activities	 (79,657	)	 149,258

Net cash used in investing activities	 (121,240	)	 (197,780	)

Net cash generated from financing activities	 427,053		 155,505	 	 		

Net increase in cash and cash equivalents	 226,156		 106,983

Effect of exchange rate changes	 (154	)	 –

Cash and cash equivalents at 1 January	 348,978		 46,704	 	 		

Cash and cash equivalents at 30 June	 574,980		 153,687	 	 		
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NOTES TO THE UNAUDITED INTERIM FINANCIAL REPORT

1.	 General information and group reorganisation

(a)	 The Company

Solargiga Energy Holdings Limited (the “Company”) was incorporated in the Cayman Islands on 7 March 
2007 as an exempted company with limited liability under the Companies Law, Cap. 22 (Law 3 of 1961, as 
consolidated and revised) of the Cayman Islands. The address of its registered office is Cricket Square, Hutchins 
Drive, P.O. Box 2681, Grand Cayman, KYI-1111, Cayman Islands and its principal place of business is Room 
4001-06 Office Tower, Convention Plaza, Harbour Road, Wan Chai, Hong Kong. The Company was incorporated 
under the name of Solar Giga Holdings Ltd. By a resolution passed on 26 April 2007, the name of the Company 
was changed to Solargiga Energy Holdings Limited.

(b)	 Reorganisation

The Company and its subsidiaries are referred to as the “Group” in the interim financial report. The Group 
underwent a reorganisation (the “Reorganisation”) to rationalise the Group’s structure in preparation for the 
public listing of the Company’s shares on the Main Board of The Stock Exchange of Hong Kong Limited (“the 
Stock Exchange”). On 7 May 2007, the Company became the holding company of the subsidiaries. Details of the 
Reorganisation are set out in note 27 to the 2007 Annual Report. The shares of the Company were listed on the 
Stock Exchange on 31 March 2008.

2.	 Basis of preparation

Except for Solar Technology Investment (Cayman) Corp. (“STIC”) and its subsidiaries (hereinafter collectively referred 
to as the “Acquired Group”), which were acquired during the year ended 31 December 2007, other companies that took 
part in the Reorganisation and are included in the interim financial report were controlled by the same ultimate equity 
shareholder (referred to as “the controlling equity shareholder”) before and after the Reorganisation. The control is not 
transitory and, consequently, there was a continuation of the risks and benefits to the controlling equity shareholder 
and, therefore, the Reorganisation is considered to be a business combination of entities under common control and 
Accounting Guideline 5 “Merger Accounting for Common Control Combinations” issued by the Hong Kong Institute 
of Certified Public Accountants (“HKICPA”) has been applied. The interim financial report has been prepared using 
the merger basis of accounting as if the Group had always been in existence, except for the acquisition of the Acquired 
Group. The net assets of the combining companies are combined using the existing book values from the controlling 
equity shareholder’s perspective.

The consolidated income statement, consolidated statement of changes in equity and condensed consolidated cash 
flow statement of the Group include the results of operations of the Company and its subsidiaries for the period ended 
30 June 2007 and 2008 or since their respective dates of incorporation or since the date which control was obtained, 
whichever is a shorter period, as if the current group structure had been in existence throughout the two periods 
presented. The consolidated balance sheet of the Group as at 31 December 2007 and 30 June 2008 has been prepared to 
present the combined assets and liabilities of the Group as at those dates.

The Group acquired the Acquired Group on 26 June 2007. The purchase method of accounting has been used to account 
for this acquisition.
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3.	 Other reVenue

	 Six months ended 30 June
	 2008		 2007
	 RMB’000		 RMB’000

Gain on acquisition of subsidiaries	 –		 74,771
Government grants	 203		1 ,559
Interest income from bank deposits	 1,942		 947
Others	 1,367		1 40	 		

	 3,512		 77,417	 		

4.	 Other net loss

	 Six months ended 30 June
	 2008		 2007
	 RMB’000		 RMB’000

Net foreign exchange loss	 (5,379	)	 (2,066	)
Gain on disposals of property, plant and equipment	 34		 –
Others	 (340	)	 –	 		

	 (5,685	)	 (2,066	)	 		

5.	 Profit before taxation

Profit before taxation is arrived at after charging:

	 Six months ended 30 June
	 2008		 2007
	 RMB’000		 RMB’000

(a)	 Finance costs:

	 Interest on bank loans and other borrowings wholly repayable 
	   within five years	 4,239		 3,148
	 Interest on municipal government loan	 105		1 04	 		

	 Total interest expense on financial liabilities not at fair value 
	   through profit or loss	 4,344		 3,252	 		

	 Less: Interest expense capitalised into construction in progress	 (3,018	)	 –	 		

		  1,326		 3,252	 		
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	 Six months ended 30 June
	 2008		 2007
	 RMB’000		 RMB’000

(b)	 Other items:

	 Amortisation of lease prepayments	 564		 80
	 Depreciation	 8,474		 5,616	 		

6.	 Income tax

Income tax in the consolidated income statement represents:

	 Six months ended 30 June
	 2008		 2007
	 RMB’000		 RMB’000

Current tax – the PRC

Provision for the period	 29,697		 3,156
Under-provision in respect of prior periods	 –		 54	 		

	 29,697		 3,210
Deferred tax

Origination and reversal of temporary differences	 11,659		 59	 		

	 41,356		 3,269	 		

No provision for Hong Kong Profits Tax has been made as the Group did not have any assessable profits subject to 
Hong Kong Profits Tax during the current and prior periods.

Pursuant to the rules and regulations of the Cayman Islands and the British Virgin Islands, the Group is not subject to 
any income tax in the Cayman Islands and the British Virgin Islands.

Pursuant to the income tax rules and regulations of the People’s Republic of China (“PRC”), the subsidiaries in the PRC 
are eligible for a 100% relief from PRC Enterprise Income Tax for two years from the first year they record assessable 
profits and, thereafter, they are subject to PRC Enterprise Income Tax at 50% of the applicable income tax rate for the 
following three years.

The first year that Jinzhou Xinri Silicon Materials Co., Ltd. (“Xinri”) recorded assessable profits was 2001 and, 
therefore, Xinri was subject to a 50% tax exemption starting from 2003. As Xinri is engaged in an advanced technology 
business in the PRC, it has been granted an extension of the 50% tax exemption for a further three years. Accordingly, 
Xinri was subjected to a preferential tax rate of 13.5% for the year ended 31 December 2007.

The first year that Jinzhou Huachang Silicon Materials Co., Ltd. (“Huachang”) and Jinzhou Huari Silicon Materials Co., 
Ltd. (“Huari”) recorded assessable profits was 2003 and 2005, respectively. Accordingly, Huachang and Huari were 
subjected to a preferential tax rate of 13.5% for the year ended 31 December 2007.



– � –

The first year that Jinzhou Yangguang Energy Co., Ltd. (“Yangguang”) recorded assessable profits was 2006. It was 
fully exempted from PRC Enterprise Income Tax for the year ended 31 December 2007.

Jinzhou Youhua New Energy Co., Ltd. (“Youhua”) and Shanghai Jingji Electron Material Co., Ltd. (“Jingji”) were 
subjected to preferential tax rates of 13.5% and 27% respectively for the year ended 31 December 2007.

On 1 January 2008, the Corporate Income Tax Law of the PRC (“new tax law”) became effective. The corporate income 
tax rate has been adjusted to the standard rate of 25%. For Foreign Investment Enterprises (“FIE”s) which have not fully 
utilised their five-year tax holiday (i.e. two-year exemption and subsequent three-year 50% reduction of the applicable 
tax rate) will be allowed to continue to receive the benefits of the tax holiday during the five-year grandfathering 
period. For those FIEs which have not yet begun their five-year tax holiday period, the tax holiday period will be 
deemed to have commenced from the effective date of the new tax law.

Further under the new tax law, from 1 January 2008 onwards, non-resident enterprises without an establishment or place 
of business in the PRC or which have an establishment or place of business but the relevant income is not effectively 
connected with the establishment or a place of business in the PRC, are subject to withholding tax at the rate of 5% or 
10% on various types of passive income such as dividends derived from sources in the PRC. Distributions of pre-2008 
earnings are exempted from the above-mentioned withholding tax.

Based on this new tax law, the provision for PRC Enterprise Income Tax for the PRC subsidiaries of the Group for the 
six months ended 30 June 2008 has been calculated using the following rates:

Huachang	 25%
Huari	1 2.5%
Jingji	 25%
Jinzhou Rixin Silicon Material Co., Ltd.	 25%
Xinri	 25%
Yangguang	1 2.5%
Youhua	 25%

7.	 DiVidends

(a)	 Dividends attributable to the period

The directors do not recommend the payment of a dividend in respect of the six months ended 30 June 2008 (six 
months ended 30 June 2007: nil).

(b)	 Dividend attributable to the previous financial year, approved and paid during the period

	 Six months ended 30 June
	 2008		 2007
	 RMB’000		 RMB’000

Final dividend in respect of the previous financial year, approved and 
  paid during the period, of RMB5.2 cents (HK$5.8 cents) per share	 88,258		 –	 		

Final dividend in respect of the previous financial year, approved and 
  paid during the period by certain subsidiaries of the Company (note)	 –		11 3,658	 		

Note:	 Pursuant to a resolution passed at a meeting of the board of directors on 27 February 2007, dividends of 
RMB113,658,000 were declared by certain subsidiaries of the Company to their then shareholders.
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8.	 Earnings per share

(a)	 Basic earnings per share

The calculation of basic earnings per share is based on the profit attributable to the ordinary equity shareholders 
of the Company of RMB183,284,000 (six months ended 30 June 2007: RMB146,760,000) and the weighted 
average of 1,564,667,052 (six months ended 30 June 2007: 1,437,166,500) ordinary shares of the Company 
in issue during the period as calculated as set out in note 8(b). The weighted average number of shares for the 
current and prior period has been adjusted for the capitalisation issue as if the capitalisation issue had been in 
existence throughout 2007 and the six months ended 30 June 2008. For details on the capitalisation issue, please 
refer to note 12(ii).

(b)	 Weighted average number of ordinary shares

	 Number of ordinary shares
	 2008		 2007

Issued ordinary shares at 1 January (note 12)	 2,874,333		 2,874,333
Effect of capitalisation issue (note 12)	 1,434,292,167		1 ,434,292,167
Effect of share issued under the global offering (note 12)	 127,500,552		 –	 		

Weighted average number of ordinary shares	 1,564,667,052		1 ,437,166,500	 		

(c)	 Diluted earnings per share

There were no dilutive potential ordinary shares in issue during the six months ended 30 June 2007 and 2008.

9.	 PropertY, plant and eQuipment

During the six months ended 30 June 2008, the Group acquired items of plant and machinery with a cost of 
RMB167,006,000 (six months ended 30 June 2007: RMB18,980,000). Items of plant and machinery with a net book 
value of RMB394,000 were disposed of during the six months ended 30 June 2008 (six months ended 30 June 2007: 
nil).

10.	 Trade and other receiVables

	 At 30 June		 At 31 December
	 2008		 2007
	 RMB’000		 RMB’000

Trade receivables	 114,386		 77,118
Other receivables, prepayments and deposits	 241,446		1 09,233
Amount due from a related party	 –		 715	 		
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(a)	 The ageing analysis of trade receivables as of the balance sheet date is as follows:

	 At 30 June		 At 31 December
	 2008		 2007
	 RMB’000		 RMB’000

Within 1 month	 53,605		 41,861
1 – 3 months	 38,254		1 8,977
3 – 6 months	 15,861		1 3,753
6 – 12 months	 5,730		 826
1 – 2 years	 936		1 ,701	 		

	 114,386		 77,118	 		

The Group normally allows a credit period of 30-90 days to its customers.

(b)	 Included in trade receivables are aggregate amounts due from related parties of RMB45,833,000 (31 December 
2007: RMB32,991,000).

(c)	 Included in other receivables, prepayments and deposits are prepayments for the purchase of raw materials from 
related parties of RMB1,823,000 (31 December 2007: RMB351,000).

11.	 Trade and other paYables

	 At 30 June		 At 31 December
	 2008		 2007
	 RMB’000		 RMB’000

Trade payables	 39,780		 38,367
Other payables and accrued expenses	 67,674		1 05,701	 		

	 107,454		1 44,068	 		

All of the trade and other payables are expected to be settled within one year.

(a)	 The ageing analysis of trade payables as of the balance sheet date is as follows:

	 At 30 June		 At 31 December
	 2008		 2007
	 RMB’000		 RMB’000

Within 1 month	 27,429		 24,627
1 – 3 months	 7,273		 9,584
3 – 6 months	 1,267		1 ,858
6 – 12 months	 1,783		1 ,164
1 – 2 years	 2,028		1 ,134	 		

	 39,780		 38,367	 		

Included in trade payables are amounts due to related parties of RMB16,737,000 at 30 June 2008 (31 December 
2007: RMB26,762,000).
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12.	 Authorised and Issued Share Capital

	 2008	 2007
	 No. of shares		 ’000		 No. of shares		 ’000

Authorised:

Ordinary shares of HK$0.1 each (note 12(i))	 5,000,000,000		 HK$500,000		 3,800,000		 HK$380			  				

Equivalent to:			  RMB450,000				  RMB368			  				

Ordinary shares, issued and fully paid:

At 1 January/7 March	 2,874,333		 279		1		  –
Arising from the Reorganisation 
  (note 12(iv))	 –		 –		 999,999		 97
Acquisition of minority interests
  (note 12(iv))	 –		 –		 343,708		 33
Issue of new shares (note 12(iv))	 –		 –		1 ,530,625		1 49
Capitalisation issue (note 12(ii))	 1,434,292,167		 129,086		 –		 –
Shares issued under the global offering
  (note 12(iii))	 253,600,000		 22,824		 –		 –	 		 		 		

At 30 June 2008/31 December 2007	 1,690,766,500		 152,189		 2,874,333		 279	 		 		 		

(i)	 Pursuant to the ordinary resolutions passed on 12 January 2008, the authorised share capital of the Company 
was increased from HK$380,000 (equivalent to RMB368,000) to HK$5,000,000,000 (equivalent to 
RMB4,500,000,000) by the creation of 4,996,200,000 new ordinary shares of HK$0.1 (equivalent to RMB0.09) 
each.

(ii)	 Pursuant to the ordinary resolutions passed on 27 February 2008, the Directors alloted and issued a total of 
1,434,292,167 shares of HK$0.1 (equivalent to RMB0.09) each credited as fully paid at par to the shareholders 
whose names appeared on the register of members of the Company at the close of business on the date of 
the Prospectus dated 17 March 2008 in proportion to their shareholding at that date by capitalising a sum of 
HK$143,429,000 (equivalent to RMB129,086,000) standing to the credit of the share premium account of the 
Company.

	 The allotment and issue of shares of the Company mentioned above is referred to as “Capitalisation issue”.

(iii)	 On 31 March 2008, an aggregate of 253,600,000 ordinary shares of HK$0.1 (equivalent to RMB0.09) each were 
issued and offered for subscription at a price of HK$2.92 (equivalent to RMB2.63) per share upon the listing of 
the Company’s shares on the Stock Exchange. The Group raised approximately HK$682 million (equivalent to 
RMB613 million) net of related expenses from the share offer.

(iv)	 The details of these movements are set out in note 27 to the 2007 Annual Report.
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13.	 Capital commitments

Capital commitments that relate to purchase of property, plant and equipment outstanding as at balance sheet date not 
provided for in the unaudited interim financial report were as follows:

	 At 30 June		 At 31 December
	 2008		 2007
	 RMB’000		 RMB’000

Authorised and contracted for	 244,988		 83,668	 		

Authorised but not contracted for	 –		 8,570	 		

14.	 Non-adjusting 
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Strategic alliances to secure stable supply of raw materials

In face of the rapid growth of the PV industry and to further strengthen the PV value chain of the Group, 
the Group formed strategic alliances with three leading players in the PV related industry, namely, Wafer 
Works Corporation, Space Energy Corporation and Sumitomo Corporation, capitalizing on the shared 
management experiences and enhanced technology on solar energy.

Polysilicon, the Group’s major raw material, is in serious short supply due to insufficient output which 
leads to the escalating prices of the material. With the 96 newly purchased ingots pullers commencing 
commercial production in the second half of the year, production capacity of monocrystalline silicon 
ingots and wafers will significantly increase, so will the Group’s demand for polysilicon, which is in 
severe short supply around the globe. In order to secure sufficient supply of polysilicon for 2008 to cater 
for the current production capacity and further ensure stable supply for 2009 and even for the mid-to-
long term at favourable prices, the Group entered into the WWX Supplemental Supply Agreement and 
WWX Supplemental Sale Agreement on 4 June 2008 with Wafer Works Corporation to greatly increase 
the annual caps for the polysilicon supply and ingot as well as wafer sales from 2008 to 2010, lending 
further support to the Group’s sustainable development in future. In addition, the Group will seek to enter 
into long-term supply contracts with other polysilicon manufacturers in order to stabilise the sources of 
supply for some raw materials.

Enhance technology to implement effective cost control

For solar energy to become a full-fledged alternative energy, its production costs without government 
subsidies must be able to compete with those of traditional fossil fuel energy. Therefore, apart from 
expanding production capacity and pursuing lower costs by economy of scale, the Group believes 
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As the acquisition of Waferworks’ solar business unit, Solar Technology Investment (Cayman) Corp. 
and its subsidiaries (together, the “Acquired Group”), was completed on 26 June 2007, contribution from 
the Acquired Group for the post-acquisition period since that date was incorporated into the unaudited 
consolidated income statement of the Group for the six months ended 30 June 2008.

Turnover

For the six months ended 30 June 2008, the Group’s turnover increased to RMB685.5 million from 
RMB389.0 million for the corresponding period last year, representing a year-on-year growth of 76.2%. 
The increase was mainly due to the following reasons:

1.	 Since the completion of the acquisition of the Acquired Group on 26 June 2007, the designed 
annual ingot production capacity has increased by 36.0% from 759 tons to 1,032 tons.

2.	
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2.	 Increased revenue from processing and upgrading service fees, which rose by 15.8%, from 
RMB44.1 million for the corresponding period last year to RMB51.1 million. This was mainly 
attributable to the increases in volume and fee of processing wafers and scrap polysilicon on behalf 
of customers.

3.	 Increased revenue from trading upgraded polysilicon amounting to RMB59.3 million. The Acquired 
Group purchases scrap polysilicon and upgrades it. Those upgraded polysilicon, which is not 
suitable for the Group’s use in monocrystalline silicon ingot production, is then sold to third parties.

In terms of geographical contribution, the revenue was mainly generated from PRC, 73.6% of the Group’s 
consolidated revenue, as the Group has sold more products and provided more processing service to PRC 
quality customers, thereby capitalizing on RMB appreciation and minimising the impact as a result of the 
reduction of VAT export refund originating from overseas sales of ingots and wafers, starting from July 
2007. The remainder was mainly generated from sales to Taiwan (12.9%) and Japan (11.4%).

Cost of sales

For the six months ended 30 June 2008, cost of sales increased by 47.7% to RMB408.8 million from 
RMB276.7 million for the same period last year. The increase was due to the substantial increase in 
turnover and the increase in raw material price. As a percentage of total turnover, cost of sales decreased 
from approximately 71.1% to 59.6%.

The increase in raw material costs was mainly due to shortage of polysilicon, which led to an increase in 
the price of the silicon raw materials. Besides, the need for more intensive upgrading steps to be taken in 
using more reclaimed polysilicon in the ingot production process to ensure comparable product quality 
also involved extra costs. As a result polysilicon cost is the largest component of cost of sales, followed 
by costs of auxiliary materials such as crucibles and graphites.

Gross profit and gross profit margin

During the period under review, the gross profit of the Group for the six months ended 30 June 2008 
reached RMB276.7 million, an increase of 146.4% as compared to RMB112.3 million for the same period 
last year. This was because of the substantial increase in revenue as a result of the increased sales and 
processing service of solar ingots and wafers.

Gross profit margin surged from approximately 28.9% for the six months ended 30 June 2007 to 40.4% 
for the same period in 2008. This was mainly attributable to the following reasons:

1.	 Thanks to the current seller-dominated market and the Group’s well recognized product qualities, 
the Group succeeded in positioning its products in the premium end of the market with higher 
selling prices and recorded high sales volume.

2.	 Lowered polysilicon costs resulted from the integration with the Acquired Group. Prior to the 
acquisition taking place in June 2007, the Acquired Group purchased low cost scrap polysilicon 
from Waferworks and then sold ingots produced to the Group with mark-ups. Therefore the Group 
did not fully enjoy the benefit from such low cost supply. Synergy has been achieved after the 
acquisition of the Acquired Group. Therefore the Group managed to control the costs despite the 
current rocketing polysilicon prices.
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In addition the acquisition led to 36% increase in ingot production capacity, resulting in greater 
economies of scale to drive better cost advantages.

3.	 The Acquired Group had low grade scrap polysilicon stock at low costs. As this stock is not suitable 
for internal use, the Acquired Group sold a portion of this stock at prevailing high prices during the 
year, resulting in contributing a high gross profit margin.

4.	 Stringent cost control and improvement in production efficiency enhanced by R&D. In view of the 
severe polysilicon shortage, the Group has maintained its technical know-how advantage to reduce 
ingot and wafer manufacturing costs.

Other revenue
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Finance costs

The Group’s finance costs reduced from RMB3.3 million for the six months ended 30 June 2007 to 
RMB1.3 million for the six months ended 30 June 2008. Finance costs represented mainly interests on 
bank loans and municipal government loan. The reason for the decrease in finance costs was due to bank 
loan repayment after the IPO.

Income tax

Income tax increased by 11.6 times from RMB3.3 million for the six months ended 30 June 2007 to 
RMB41.3 million for the six months ended 30 June 2008, mainly due to the increases in profit before 
taxation and effective tax rate. Starting from 2008 the Group also needs to account for the deferred tax 
expenses arisen from the withholding tax on dividend to be distributed from earnings generated from 
2008. The tax amount is mainly calculated at 5% of PRC entities’ earnings during the review period.

Excluding the non-taxable gain on the acquisition of the Acquired Group of RMB74.8 million in 2007, 
the non-deductible listing expenses of RMB11.6 million and the deferred tax expenses of RMB10.7 
million incurred in 2008, the adjusted effective income tax rate increased from 3.3% for the six months 
ended 30 June 2007 to 13.0% for the same period in 2008. This was attributable to the change in tax 
concession enjoyed by the PRC entities, resulting in the increase in income tax rate ranging from zero to 
13.5% in the first half of 2007 as compared with that ranging from 12.5% to 25% in the first half of 2008.

Profit from operations, Profit attributable to equity shareholders
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Inventory turnover day

The inventories of the Group comprised mainly raw materials, namely polysilicon, crucibles and other 
auxillary materials. Owing to the expansion in production capacity as well as its good relationship with 
suppliers, the Group managed to increase its inventory of raw materials. However the severe polysilicon 
shortage in the solar industry caused the reduction in the inventory turnover day. The Group’s optimal 
inventory level should be around 3 months for polysilicon and 1 month for other auxiliary raw matierals.

Trade receivable days

In the first half of 2008, the sales to PRC customers increased greatly with immediate settlement upon 
goods delivery, therefore it led to the drop in trade receivable day as compared with higher proportion of 
overseas customers with longer credit periods in the first half of 2007.

Trade payable days

Given the limited worldwide polysilicon supply and increasing polysilicon usage of the Group, it needed 
to purchase raw material with higher proportion of advance payment to suppliers. As a result the trade 
payable days was reduced to 17 days.

Liquidity and financial resources

The Group’s principal sources of working capital have been the cash flow generated from operating 
activities, bank borrowings and IPO proceeds. As at 30 June 2008, the Group showed a current ratio of 7.7, 
being current assets over current liabilities, and a net cash position, both representing a healthy financial 
position for future development.

The Group was at a net cash position of RMB542.1 million as at 30 June 2008 with cash and cash 
equivalents of RMB575.0 million and outstanding borrowings of RMB32.9 million, comprising short-
term bank loans of RMB30 million and a long-term municipal government loan of RMB2.9 million 
without asset pledge. Therefore the net borrowings to equity ratio for the Group as at 30 June 2008, 
expressed as a percentage of net borrowings of RMB-542.1 million and shareholders’ equity of 
RMB1,347.0 million, was increased to -40.2% from -34.6% as at 31 December 2007. The negative sign 
represents net cash position for both periods.

The Group’s net cash outflow from operating activities for the reported period amounting to RMB79.7 
million was primarily resulted from the increase in raw material inventories and advance payment for 
purchase of raw material, in view of the business expansion and the severe polysilicon shortage.

The Group’s net cash outflow from investing activities for the reported period amounting to RMB121.2 
million was mainly capital expenditure for increasing production capacity.

The Group’s net cash outflow from financing activities for the reported period amounting to RMB427.1 
million mainly comprised net IPO proceeds of RMB613.4 million, net bank loan repayment of RMB97.0 
million and dividend payment of RMB88.3 million.

Contingent liabilities

At 30 June 2008, there were no material contingent liabilities.
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Foreign currency risk

Renminbi is the functional currency of the operations of the Group, and the Group is exposed to foreign 
currency risk primarily through sales and purchases that are denominated in foreign currencies other than 
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third quarter of 2009. By then, the number of monocrystalline silicon ingot pullers and wiresaws will 
increase to about 400 and 80 respectively in 2009. The annual capacity of ingots and wafers will increase 
to 4,000 tonnes and 150 million pieces respectively, with the solar energy conversion capability being 
increased to 400MW per year.

The increase in production capacities will be funded by the listing proceeds and internal resources. 
Besides, with the appreciation of Renminbi and the decrease in export tax rate, the Group will, upon the 
completion of the production capacity enhancement, accelerate the development of China’s market in 
future in order to further increase its local market share.

Enhance the ability of research and development to optimize operation effectiveness

Monocrystalline silicon ingot industry is characterized by its relatively high technology requirements and 
enhancing the R&D capacilities is one of the important strategies for the group to strengthen its market 
competitiveness. In order to reduce its overall operating costs, the Group will continuously enhance its 
technical know-how advantage in ingot crystallization and wafer slicing, ensure cost-effectiveness of the 
manufacturing process by introducing the latest technology widely used in the industry and explored the 
possibilities of reclaiming the waste silicon powder produced during the wafer manufacturing process 
for ingots production. Besides, the Group will also proactively increase product varieties, including the 
research and development in respect of larger and thinner wafers and the application of the advanced 
magnetic technology of semiconductor in solar crystal pulling in order to maintain its leading position in 
the market. The 12-inch monocrystalline ingot pullers will be delivered to the factory in the third quarter 
of 2008, and trial production will start with research and development commencing in the fourth quarter 
of this year. The 40 ingot pullers with added magnetic field will be delivered to the factory by the end 
of the third quarter of 2009, and the production will start as soon as installation and fine-tunning are 
completed. The Directors believe that by continuous research and development, the Group’s capacities of 
ingot crystallization, wafer slicing as well as reclaiming and upgrading of polysilicon will be enhanced. 
In addition, the Group will continue to cooperate with academic institutions. The research centre jointly 
established with Dalian University of Technology will be completed in the third quarter of 2009 and 
possesses world class technology. It will assist the Group in developing new products and technology and 
nurturing of the R&D technicians so as to optimize operating efficiency.

Stabilize the supply of raw materials by diversification of source

In view of the worldwide shortage of polysilicon raw material, the Group will actively look for new 
suppliers for raw materials. Apart from strategic investors the Group has entered into long-term supply 
agreements with a number of suppliers, thereby meeting a part of the production requirement as well 
as reducing the risks of unstable supply of raw materials and price fluctuation. The Group has already 
commenced applying a larger proportion of lower grade polysilicon in the production of silicon 
ingots and wafers and further studied the feasibility of using metallurgical silicon in the production of 
monocrystalline silicon ingots with the aim of diversifying the source of material supply.

CORPORATE GOVERNANCE AND OTHER INFORMATION

Corporate Governance

The Company reviews and enhances its corporate governance practices continuously and is committed 
to a high standard of corporate governance. During the six months ended 30 June 2008, the Company 
has complied with the code provisions of the Code on Corporate Governance Practices as set out in 
Appendix 14 of the Listing Rules. For details of the corporate governance of the Company, please refer 
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to the Corporate Governance Report as set out in the annual report of the Company for the year ended 31 
December 2007.

Model Code for Securities Transactions by Directors

The Company has adopted the Model Code for Securities Transactions as set out in Appendix 10 of the 
Listing Rules as the required standard governing share transactions by Directors. Having made specific 
enquiries of all the 5(e)-25(n)-25(d)-25(i)-25(x)-25( )]TJ
/Span<</ActualTep the Company conf(e)-25(n)-25(d)-2med that all of them have complied with the required 
standards set out in the Model Code regarding di5(d)-25(i)-25(x)-25( )]TJ
/Span<</ActualTe’ share transactions for the six months ended 30 
June 2008.

Purchase, Sale and Redemption of the Company’s Listed Securities

There was no purchase, sale or redemption by the Company or any of its subsidiaries, of the Company’s 
listed securities during the six months ended 30 June 2008.

Audit Committee

The Audit Committee of the Company comprising four independent non-executive di5(d)-25(i)-25(x)-25( )]TJ
/Span<</ActualTe and one non-
executive director has reviewed the accounting principles and practices adopted by the Group, and has 
5(d)-25(i)-2vi5(i)-2w5(i)-2d such ma(x)-25( )]Tten<</ActualTe a<</ActualTe inten<</Acna(x)-2lualTe control<</ActualTe a<</Acn(i)-2d fina(x)-2ncia(x)-2lualTe 5(d)-25(i)-2porting with the ma(x)-2na(x)-2gement of the Company, 
inc(x)-2lualTeuding the 5(d)-25(i)-2vi5(i)-2w of the inten<</Acim 5(d)-25(i)-2sults for the six months ended 30 June 2008.

PUBLICATION OF INTERIM RESULTS AND INTERIM REPORT

The in t e r im re su l t s  announcemen t  i s  pub l i shed on the  webs i t e s  o f  t he  S tock Exchange 
((i)-2www.hkex.com.hk) a<</Acn(i)-2d the Company ((i)-2http://www.solargiga.com). An inten<</Acim 5(d)-25(i)-2port for the six months 
ended 30 June 2008 containing a(x)-2lualTel the informa(x)-25( )]Tion 5(d)-25(i)-2quired by A(i)-2ppendix 16 to the Lis(x)-25( )]Ting Rules wilualTel be 




