























APPENDIX V UNAUDITED PRO FORMA FINANCIAL INFORMATION OF
THE ENLARGED GROUP

2. Pursuant to the memorandum of association of Konca Solar, the board has 7 directors, Konca
Enterprises, Wuxi Dexinag, Wuxi Derun can appoint 4, 1 and 1 out of the 7 directors, respectively.
A board resolution requires a two-thirds majority. Accordingly, upon the completion of the
Acquisitions, the Group can control Konca Solar through its 6 out of 7 directors on the board of
Konca Solar and therefore, the investment in Konca Solar is accounted for as a subsidiary of the
Group.

The adjustments represent:

(i) the recognition of all assets and liabilities of Konca Solar at 31 December 2009 at carrying
amounts prepared under IFRSs as follows:

RMB’000

Property, plant and equipment 648,615
Prepaid lease payments — non-current 15,890
Prepaid lease payments — current 345
Deferred tax assets 2,348
Inventories 142,001
Trade and other receivables 195,180
Bills receivables 25,720
Amount due from a shareholder 4,223
Amounts due from related companies 5,333
Pledged bank deposits 172,386
Bank balances and cash 85,327
Trade and other payables (93,826)
Bills payables (227,645)
Amounts due to a shareholder (29)
Amounts due to related companies (4,646)
Tax liabilities (7,651)
Borrowings — due within one year (485,192)
Net assets 478,379
I

(i) the elimination of the interests in associates amounted to approximately RMB359,694,000,

being held by Konca Enterprise, Wuxi Dexiang and Wuxi Derun amounted to
approximately RMB297,600,000, RMB37,266,000 and RMB24,828,000, respectively;

(iii)  the recognition of minority interest in respect of 24.81% equity interest in Konca Solar
amounted to approximately RMB118,685,000; and

(iv) the elimination of intercompany balances of RMB4,223,000 and RMB29,000 between
Konca Solar, Konca Enterprises and Konca Energy.
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THE ENLARGED GROUP

B.

REPORT ON UNAUDITED PRO FORMA FINANCIAL INFORMATION

The following is the text of a report, prepared for inclusion in this Circular, in respect of the

Group’s unaudited pro forma financial information, received from the reporting accountants,
Deloitte Touche Tohmatsu, Certified Public Accountants, Hong Kong.

Deloitte.
=)

ACCOUNTANTS’” REPORT ON UNAUDITED PRO FORMA FINANCIAL
INFORMATION

TO THE DIRECTORS OF GCL-POLY ENERGY HOLDINGS LIMITED

We report on the unaudited pro forma financial information of GCL-Poly
Energy Holdings Limited (the “Company”) and its subsidiaries (hereinafter
collectively referred to as the “Group”), which has been prepared by the directors of
the Company for illustrative purposes only, to provide information about how the
proposed acquisition of an aggregate 70.19% equity interest in Konca Solar Cell Co.,
Ltd. (FAEKRBG R AR A]) through the acquisitions of 91.97% of issued share
capital of Konca Enterprises Limited ({2 A H) and 100% of registered
capital in each of Wuxi Dexiang Asset Management Co., Ltd. (85 75+ & 7 & 2 A R
/A7) and Wuxi Derun Investment Co., Ltd. (8 {8 # & A BR 2 7]) by the Company
and its subsidiary, might have affected the financial information presented, for
inclusion in Appendix V of the circular dated 12 February 2010 (the “Circular”). The
basis of preparation of the unaudited pro forma financial information is set out on
pages V-1 to V-4 to the Circular.

Respective responsibilities of directors of the Company and reporting
accountants

It is the responsibility solely of the directors of the Company to prepare the
unaudited pro forma financial information in accordance with paragraph 29 of
Chapter 4 of the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”) and with reference to Accounting
Guideline 7 “Preparation of Pro Forma Financial Information for Inclusion in
Investment Circulars” issued by the Hong Kong Institute of Certified Public
Accountants.

It is our responsibility to form an opinion, as required by paragraph 29(7) of
Chapter 4 of the Listing Rules, on the unaudited pro forma financial information
and to report our opinion to you. We do not accept any responsibility for any reports
previously given by us on any financial information used in the compilation of the
unaudited pro forma financial information beyond that owed to those to whom
those reports were addressed by us at the dates of their issue.
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Basis of opinion

We conducted our engagement in accordance with Hong Kong Standard on
Investment Circular Reporting Engagements 300 “Accountants’ Reports on Pro
Forma Financial Information in Investment Circulars” issued by the Hong Kong
Institute of Certified Public Accountants. Our work consisted primarily of
comparing the unadjusted financial information with source documents,
considering the evidence supporting the adjustments and discussing the unaudited
pro forma financial information with the directors of the Company. This
engagement did not involve independent examination of any of the underlying

financial information.

We planned and performed our work so as to obtain the information and
explanations we considered necessary in order to provide us with sufficient
evidence to give reasonable assurance that the unaudited pro forma financial
information has been properly compiled by the directors of the Company on the
basis stated, that such basis is consistent with the accounting policies of the Group
and that the adjustments are appropriate for the purpose of the unaudited pro forma
financial information as disclosed pursuant to paragraph 29(1) of Chapter 4 of the
Listing Rules.

The unaudited pro forma financial information is for illustrative purpose
only, based on the judgements and assumptions of the directors of the Company,
and, because of its hypothetical nature, does not provide any assurance or
indication that any event will take place in future and may not be indicative of the
financial position of the Group as at 30 June 2009 or any future date.

Opinion
In our opinion:

(a) the unaudited pro forma financial information has been properly
compiled by the directors of the Company on the basis stated;

(b)  such basis is consistent with the accounting policies of the Group; and

(c) the adjustments are appropriate for the purposes of the unaudited pro
forma financial information as disclosed pursuant to paragraph 29(1) of
Chapter 4 of the Listing Rules.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong
12 February 2010
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The following is the text of the Financial Information of certain target companies received
from Deloitte Touche Tohmatsu, as reproduced from Appendix 1IA, Appendix IIB and Appendix
IIC of the circular of the Company dated 30 June 2009 in connection with very substantial
acquisitions, through which, the Company acquired 100% of the equity interest in Jiangsu
Zhongneng.

1. ACCOUNTANT’S REPORT ON GCL SOLAR ENERGY TECHNOLOGY
HOLDINGS INC. AND ITS SUBSIDIARIES

Deloitte.
=20

The Directors
GCL-Poly Energy Holdings Limited

30 June 2009

Dear Sirs,

We set out below our report on the financial information (the “Financial
Information”) regarding GCL Solar Energy Technology Holdings Inc. (formerly named as
GCL Silicon Technology Holdings Inc. and Asia Silicon Technology Holdings Inc. and
known as the “Company”) and its subsidiaries (hereinafter collectively referred to as the
“Group”) for the period from 13 November 2006 to 31 December 2006, the two years ended
31 December 2007 and 31 December 2008 (the “Relevant Periods”) for inclusion in the
circular issued by GCL-Poly Energy Holdings Limited, a company incorporated in the
Cayman Islands with its shares being listed on the main board of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”), dated 30 June 2009 in connection with the
proposed acquisition of 100% equity interest in the Company, pursuant to an agreement
dated 3 June 2009 (“Agreement”) entered into between GCL-Poly Energy Holdings
Limited and the various shareholders of the Company (the “Circular”).

The Company was incorporated in the Cayman Islands on 9 May 2007. Pursuant to a
group reorganisation, details of which are set out in note 2 to the Financial Information, all
the shareholders of GCL Solar Energy Technology Holdings Limited (formerly named as
GCL Silicon Technology Holdings Limited and Asia Silicon Technology Holdings Limited
and known as “GCL Solar HK”) exchanged their equity interest in GCL Solar HK for
shares in the Company in proportion of their interest in GCL Solar HK. As a result, GCL
Solar HK became a wholly owned subsidiary of the Company and the Company has
become the holding company of the Group since 21 August 2007. Accordingly, the
Financial Information of the Group has been prepared on the basis as if the Company had
always been the holding company of the Group using principles of merger accounting
since the date of incorporation of GCL Solar HK. The Company is an investment holding
company. No audited financial statements have been prepared for the Company since its
date of incorporation as it was incorporated in a country where there is no statutory audit
requirement.
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As at the date of this report, the Company has direct and indirect interests in the

following subsidiaries:

Date of

incorporation/
Name of the company establishment
GCL Solar HK 13 November 2006

IR R AR A 7 March 2006
Jiangsu Zhongneng Polysilicon
Technology Development Co.,
Ltd. (formerly named as Jiangsu
Zhongneng Photovoltaic
Development Co., Ltd. and
known as “JZPTD")* (note)

REARERIEEERAA Taixing 12 June 2008
Zhongneng Far East Polysilicon
Technology Development Co.,
Ltd.* (“TZPTD")

IRRHERER HHERIEATRAT 16 October 2008
Jiangsu GCL Polysilicon
Technology Development Co.,
Ltd.* ("JGCPTD")

Go Power Holdings Limited 28 November 2007
(“Go Power")
Sun Far East Limited 7 December 2007

(“Sun Far East”)

B D (B AR GCL 29 April 2009
Solar Power (Hong Kong)
Limited (“GCL Solar Power”)

Place of
incorporation/
establishment

Hong Kong

The People’s
Republic of
China (“PRC")

PRC

PRC

British Virgin
Islands

Hong Kong

Hong Kong

Issued and fully
paid share/
registered capital

HK$1

RMB1,620,000,000

US54,318,804

RMB500,000,000

US$1

HKS1

HK$75,950,000

Proportion of nominal
value of issued share
capital/ registered Interest
capital held by the  attributable
Company to the
Directly Indirectly ~Company
% % %
100 - 100
- o4 64
- 89.2 89.2
- 04 64
100 - 100
- 100 100
- o4 64

Note: JZPTD was acquired by GCL Solar HK on 13 December 2006.

Principal activity

Investment
holding

Manufacture and
sale of
polysilicon

Manufacture of
raw material of
polysilicon for
JZPTD

Inactive

Investment
holding

[nvestment
holding

Inactive

The financial year-end date of the Company and its subsidiaries is 31 December. The
statutory financial statements of JZPTD for the period from 7 March 2006 (date of
establishment) to 31 December 2006 and the years ended 31 December 2007 and 2008,
which were prepared in accordance with relevant accounting principles and regulations
applicable to enterprises established in PRC, were audited by & JH IE K &t fili 2 55 it 4 FR
/v A Xuzhou Zhengda Certified Public Accountants Company Limited*, a firm of certified
public accountants registered in the PRC. The statutory financial statements of GCL Solar
HK for the period from 13 November 2006 (date of incorporation) to 31 December 2007,
which were prepared in accordance with relevant accounting principles and regulations
applicable to companies established in Hong Kong, were audited by us. No audited

* The English name is for identification purpose only
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financial statements have been prepared for Go Power as it was incorporated in
jurisdictions where there is no statutory audit requirement. No audited financial
statements have been prepared for TZPTD, JGCPTD, Sun Far East and GCL Solar Power as
these entities have not yet appointed auditor.

For the purpose of this report, the directors of the Company have prepared the
consolidated financial statements of the Group for the Relevant Periods in accordance
with the accounting policies in compliance with International Financial Reporting
Standards (“IFRSs”) issued by the International Accounting Standards Board (“IASB”)
(the “IFRS Financial Statements”). We have, for the purpose of this report, performed
independent audit procedures on IFRS Financial Statements in accordance with Hong
Kong Standards on Auditing issued by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA”) and have examined the IFRS Financial Statements in
accordance with the Auditing Guideline 3.340 “Prospectuses and the Reporting
Accountant” as recommended by the HKICPA.

The Financial Information of the Group for the Relevant Periods set out in this
report has been prepared based on the IFRS Financial Statements for the purpose of
preparing our report for inclusion in the Circular without making any adjustments. The
preparation of the IFRS Financial Statements is the responsibility of the directors of the
Company, who approved their issue. The directors of GCL-Poly Energy Holdings Limited
are responsible for the contents of the Circular in which this report is included. It is our
responsibility to compile the Financial Information set out in this report from the IFRS
Financial Statements, to form an independent opinion on the Financial Information and to

report our opinion to you.

In our opinion, the Financial Information, together with the notes thereon gives, for
the purpose of this report, a true and fair view of the state of affairs of the Group as at 31
December 2006, 2007 and 2008 and of the consolidated results and consolidated cash flows
of the Group for the Relevant Periods.
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A. FINANCIAL INFORMATION

CONSOLIDATED INCOME STATEMENT

13 November

2006 to
31 December  Year ended 31 December
2006 2007 2008
NOTES RMB’000 RMB’000 RMB’000
Revenue - 301,766 3,521,444
Cost of sales - (81,234) (966,788)
Gross profit - 220,532 2,554,656
Other income 9 424 14,056 68,482
Administrative expenses (1,852) (120,629) (213,701)
Change in fair value of
convertible loan notes 29 - (25,054) (105,259)
Change in fair value of
convertible redeemable
preferred shares 31 - (79,738) 40,271
Change in fair value of embedded
derivative instruments 32 - - (9,912)
Gain on disposal of a subsidiary 40 - 4,335 -
Finance costs 10 (1,148) (37,804) (72,160)
(Loss) profit before tax (2,576) (24,302) 2,262,377
Income tax expense 11 - (24,353) (29,740)
(Loss) profit for the period/year 12 (2,576) (48,655) 2,232,637
Attributable to:
Equity holders of the Company (1,653) (89,579) 1,374,399
Minority interests (923) 40,924 858,238
(2,576) (48,655) 2,232,637

- VI-4 -



APPENDIX VI ADDITIONAL FINANCIAL INFORMATION OF THE GROUP

CONSOLIDATED BALANCE SHEET

Non-current assets

Property, plant and equipment

Prepaid lease payments

Goodwill

Intangible asset

Deposits for acquisition of
plant and equipment

Deposits for prepaid lease
payments

Deferred tax assets

Current assets

Inventories

Trade receivables

Deposits, prepayments and
other receivables

Prepaid lease payments

Amounts due from related
companies

Loans to related companies

Restricted bank balances

Bank balances and cash

Current liabilities
Trade payables
Other payables and accruals
Advances from customers
Other deferred income
Amount due to immediate
holding company
Amounts due to related companies
Loans from related companies
Tax liabilities
Bank borrowings
— due within one year
Other borrowings
Convertible loan notes

Net current (liabilities) assets

Total assets less current liabilities

NOTES

14
15
16
17

18

19
20

15
21
22

23
24

25

42

21
21
26

27
28
29
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At 31 December

2006 2007 2008
RMB’000 RMB'000 RMB’000
135,647 1,019,306 5,052,765
103,448 56,642 183,843
- - 4,282

- - 5,040
309,999 121,131 1,180,053
- 2,837 9,540

- 7,309 7,054
549,094 1,207,225 6,442,577
- 6,654 67,069

- 46,000 80,000

185 17,924 21,984
2,004 1,116 3,736
131,193 1,000 96,360
- - 200,000

- 100,251 276,678
39,345 291,020 1,745,768
172,727 463,965 2,491,595
- 11,680 48,857
13,210 110,090 569,479
- 21,259 232,073

- - 7,948

- - 103,409
128,000 8,006 7,069
195,000 100,000 -
- 31,662 28,360

- 160,000 996,000
48,842 - -
- - 498,328
385,052 442,697 2,491,523
(212,325) 21,268 72
336,769 1,228,493 6,442,649




APPENDIX VI

ADDITIONAL FINANCIAL INFORMATION OF THE GROUP

Non-current liabilities
Advances from customers
Deferred revenue
Other deferred income
Bank borrowings
- due after one year
Convertible loan notes
Convertible redeemable preferred
shares
Embedded derivative instruments

Total assets less total liabilities

Capital and reserves
Share capital
Reserves

Equity attributable to equity
holders of the Company
Minority interests

NOTES

30
42

27
29

31
32

33
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At 31 December

2006 2007 2008
RMB’000 RMB’000 RMB’000
- - 1,751,717

- - 33,954

- - 107,102
246,000 426,000 2,061,228
- 448,775 -

- 225,006 171,452

- - 9,912
246,000 1,099,781 4,135,365
90,769 128,712 2,307,284
- 75 75
13,982 (125,110) 1,200,206
13,982 (125,035) 1,200,281
76,787 253,747 1,107,003
90,769 128,712 2,307,284
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Attributable to equity holders of the Company

Statutory Accumulated

Share Capital Teserve (losses) Minority
capital reserve fund profits Total ~Interests Total
RMB000  RMB'000  RMB'000  RMB'000  RMB'000 ~ RMB'000  RMB'000
(Note)
At 13 November 2006 - - - - - - -
Loss and total recognised
expenses for the period - - - (1,653) (1,653) (923) (2,576)
Acquisition of subsidiaries
(note 39) - - - - - 62,110 62,110
Contributions from minority
shareholders - - - - - 15,600 15,600
Contribution from immediate
holding company - 15,635 - - 15,635 - 15,635
At 31 December 2006 and
1 January 2007 - 15,635 - (1,653) 13,982 76,787 90,769
Loss and total recognised expense
for the year - - - (89,579) (89,579) 40,924 (48,655)
Issue of shares 75 - - - 75 - 75
Contribution from immediate
holding company - 100,702 - - 100,702 - 100,702
Contribution from minority
shareholders - - - - - 135,600 135,600
Disposal of a subsidiary - - - - - 436 436
Transfer - - 8,609 (8,009) - - -
Ordinary shares redesignated as
Series A convertible redeemable
preferred shares (Noe 31) - - - (150,215)  (150,215) - (150,215)
At 31 December 2007 and
1 January 2008 75 116,337 8609 (250,056) (125035 253,747 128,712
Profit and total recognised income
for the year - - - 1374399 137439 858,238 2,232,637
Transfer - - 160,713 (160,713) - - -
Shares repurchased and cancelled - (49,083) - - (49,083) - (49,083)
Acquisition of additional interest
in a subsidiary (note 16) - - - - - (6,718) (6,718)
Contribution from a minority
shareholder - - - - - 9,000 9,000
Dividend paid to a minority
shareholder - - - - - (7,264) (7,264)
At 31 December 2008 75 67,254 169,322 963,630 1200281 1,107,003 2,307,284

Note: In accordance with the articles of association of the subsidiaries of the Company registered in the
People’s Republic of China (the “PRC”) and the relevant PRC laws and regulations, these
subsidiaries are required to transfer at least 10% of their profit after taxation, which is determined
in accordance with the PRC accounting rules and regulations, to a statutory reserve fund
(including the general reserve fund and enterprise expansion fund, where appropriate). Transfer
to this statutory reserve fund is subject to the approval of the respective board of directors, and is
discretionary when the balance of such fund has reached 50% of the registered capital of the
respective company. Statutory reserve fund can only be used to offset accumulated losses or to

increase capital.
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CONSOLIDATED CASH FLOW STATEMENT

OPERATING ACTIVITIES
(Loss) profit before tax
Adjustments for:
Finance costs
Bank interest income
Depreciation of property, plant and
equipment
Amortisation of prepaid lease payments
Amortisation of other deferred income
Loss on disposal of property, plan and
equipment
Gain on disposal of a subsidiary
Exchange gain related to convertible loan
notes
Exchange gain related to convertible
redeemable preferred shares
Change in fair value of convertible loan
notes
Change in fair value of convertible
redeemable preferred shares
Change in fair value of embedded
derivative instruments

Operating cash flows before movements in
working capital

Increase in inventories

Increase in trade receivables

Decrease (increase) in deposits,
prepayments and other receivables

Increase in amounts due from related
companies

Increase in trade payables

(Decrease) increase in other payables and
accruals

Increase in advances from customers

Decrease (increase) in amounts due to
related companies

Increase in deferred revenue

Cash (used in) generated from operations
Income taxes paid

NET CASH (USED IN) FROM
OPERATING ACTIVITIES
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13 November

2006 to

31 December Year ended 31 December
2006 2007 2008
RMB’000 RMB’000 RMB’000
(2,576) (24,302) 2,262,377
1,148 37,804 72,160
(424) (2,781) (17,311)
62 17,608 96,388

121 1,587 1,303
- - (4,170)

- - 7,687

- (4,335) -
- (15,607) (26,496)
- (4,947) (13,283)

- 25,054 105,259
- 79,738 (40,271)

- - 9,912
(1,669) 109,819 2,453,555
- (6,654) (60,415)
- (46,000) (34,000)
711 (18,350) (4,060)
- - (18,344)

- 11,680 37,177
(4,788) 57,120 24,579
- 21,259 1,962,531
- 18,506 (937)

- - 33,954
(5,746) 147,380 4,394,040
- - (32,787)
(5,746) 147,380 4,361,253
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13 November

2006 to
31 December  Year ended 31 December
2006 2007 2008
NOTES RMB’000 RMB’000 RMB’000
INVESTING ACTIVITIES
Advance to related companies (125,515) (1,000) (278,016)
Deposits paid for acquisition of
plant and equipment (39,777) (121,131) (1,180,053)
Purchase of property, plant and
equipment (11,529) (601,543) (3,595,093)
Acquisition of subsidiaries 39 191,401 (128,000) -
Interest received 424 2,781 17,311
Increase in restricted bank deposits - (100,251) (176,427)
Deposits paid for prepaid lease
payments - (2,837) (6,703)
Addition of prepaid lease
payments - (623) (135,369)
Proceeds from government
grants (included in other
deferred income) - - 119,220
Repayment from related companies - 131,193 1,000
Disposal of a subsidiary 40 - 91,647 -
Purchase of intangible asset - (2,540)
Proceeds on disposal of prepaid
lease payments - - 4,245
NET CASH FROM (USED IN)
INVESTING ACTIVITIES 15,004 (729,764) (5,232,425)
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13 November
2006 to
31 December  Year ended 31 December
2006 2007 2008
NOTES RMB’000 RMB’000 RMB’000
FINANCING ACTIVITIES
Interest paid (1,148) (18,778) (64,228)
Interest paid on convertible
loan notes - (12,082) (29,210)
Contribution from immediate
holding company 15,635 100,702 -
Contribution from minority
shareholders 15,600 135,600 9,000
Repayment to related companies - (95,000) (108,967)
Repayment of other borrowings - (48,842) -
Payment of issue costs on issuance
of convertible loan notes - (19,026) -
Proceeds on issue of convertible
loan notes - 451,410 -
New bank loans raised - 340,000 3,730,420
Proceeds from issue of shares - 75 -
Repayment of bank borrowings - - (1,220,420)
Payment for repurchase of shares - - (49,083)
Payment of issue costs on bank
borrowings - - (45,850)
Dividend paid to a minority
shareholder - - (7,264)
Advance from immediate holding
company - - 102,555
Advance from related companies - - 8,967
NET CASH FROM FINANCING
ACTIVITIES 30,087 834,059 2,325,920
NET INCREASE IN CASH AND
CASH EQUIVALENTS 39,345 251,675 1,454,748
CASH AND CASH EQUIVALENTS
AT BEGINNING OF
THE PERIOD/YEAR - 39,345 291,020
CASH AND CASH EQUIVALENTS
AT END OF THE PERIOD/YEAR,
represented by bank balances
and cash 39,345 291,020 1,745,768
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

1.

GENERAL

The Company is a private limited company incorporated in the Cayman Islands. The address of
the registered office is Scotia Centre, 4th Floor, P.O. Box 2804, George Town, Grand Cayman
KY1-1112, Cayman Islands, and the address of the principal place of business is Xuzhou City,
Jiangsu Province, The People’s Republic of China (the “PRC”). In the opinion of the directors, its
immediate holding company is Happy Genius Holdings Limited (“HG”), a company
incorporated in the British Virgin Islands. Its ultimate holding company is Boulina Investments
Limited, a company incorporated in the British Virgin Islands.

The Company is an investment holding company. The principal activities of the Group are
manufacture and sale of polysilicon and related products.

The financial statements are presented in Renminbi (“RMB”), which is the same as the functional

currency of the Company and its subsidiaries.
BASIS OF PREPARATION OF FINANCIAL STATEMENTS

GCL Solar HK was incorporated by HG on 13 November 2006 and subsequently on 13 December
2006, GCL Solar HK acquired 64% equity interest in JZPTD and its wholly owned subsidiary
Jiangsu Sunshine Jiangyuan Science and Technology Co., Ltd (“JSJST”) (note 39). GCL Solar HK
together with JZPTD and JSTST hereinafter referred to as “Entities Under Common Control”.
From December 2006 to April 2007, the sole shareholder of HG (“Sole Shareholder”) sold certain
equity interest of HG to various independent third parties and the proceeds amounted to
approximately RMB15,635,000 and RMB100,702,000 are contributed to the Group during 2006 and
2007, respectively. On 9 May 2007, the Company was incorporated by HG. Pursuant to a
restructuring agreement entered on 21 August 2007, all the owners of GCL Solar HK exchanged
their equity interest in GCL Solar HK for shares in the Company in proportion of their interest in
GCL Solar HK. As a result, GCL Solar HK became a wholly owned subsidiary of the Company.

The Entities Under Common Control were consolidated based on historical costs at which they
were recorded in their respective books. Accordingly, the consolidated income statements,
statements of changes in equity and cash flows statements include the results, changes in equity
and cash flows of the Entities Under Common Control as if the current group structure had been
in existence throughout the Relevant Periods, or since their respective dates of incorporation or
establishment where this is a shorter period, or up to the date of disposal. The consolidated
balance sheets of the Group as at 31 December 2006, 2007 and 2008 have been prepared to present
the assets and liabilities of the Entities Under Common Control as at the respective dates. The
Group has accounted for the Entities Under Common Control by using the principles of merger
accounting as if the current group structure had been in existence at those dates.

APPLICATION OF INTERNATIONAL FINANCIAL REPORTING STANDARDS (“IFRS”)

For the purpose of preparing and presenting the Financial Information for the Relevant Periods,
the Group adopted International Accounting Standards (“IASs”), IFRSs, amendments and
interpretations issued by International Accounting Standards Board (“IASB”) and the
International Financial Reporting Interpretations Committee (“IFRIC”) of the IASB that are
effective for the Group’s financial year beginning on 1 January 2008 consistently for the Relevant

Periods.
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At the date of this report, IASB has issued the following new and revised standards, amendments
and interpretations that have been issued but not yet effective.

IFRSs (Amendments)
IFRSs (Amendments)

TIAS 1 (Revised)

IAS 23 (Revised)

IAS 27 (Revised)

IAS 32 & 1 (Amendments)

IAS 39 (Amendment)
IFRS 1 & IAS 27 (Amendments)

IFRS 2 (Amendment)
IFRS 2 (Amendment)
IFRS 3 (Revised)

IFRS 7 (Amendment)

Improvements to IFRSs May 2008"

Improvements to IFRSs April 20092

Presentation of Financial Statements®

Borrowing Costs®

Consolidated and Separate Financial Statements*

Puttable Financial Instruments and Obligations Arising on
Liquidation®

Eligible hedged items®

Cost of an Investment in a Subsidiary, Jointly Controlled
Entity or Associate®

Vesting Conditions and Cancellations®

Group Cash-settled Shares-based Payment Transactions*

Business Combinations®

Improving Disclosures about Financial Instruments®

IFRS 8 Operating Segments®
IFRIC - Int 9 & TAS 39 Embedded Derivatives®
(Amendments)

IFRIC - Int 13
IFRIC - Int 15
IFRIC - Int 16
IFRIC - Int 17
IFRIC - Int 18

Customer Loyalty Programmes”

Agreements for the Construction of Real Estate®
Hedges of a Net Investment in a Foreign Operation®
Distribution of Non-cash Assets to Owners®
Transfers of Assets from Customers’

Effective for annual periods beginning on or after 1 January 2009 except the amendments
to IFRS 5, effective for annual periods beginning on or after 1 July 2009

Effective for annual periods beginning on or after 1 January 2009, 1 July 2009 and 1
January 2010, as appropriate

Effective for annual periods beginning on or after 1 January 2009

Effective for annual periods beginning on or after 1 January 2010

Effective for annual periods beginning on or after 1 July 2009

Effective for annual periods ending on or after 30 June 2009

Effective for annual periods beginning on or after 1 July 2008

Effective for annual periods beginning on or after 1 October 2008

Effective for transfers on or after 1 July 2009

O O® N U R W

The application of IFRS 3 (Revised) may affect the Group’s accounting for business combination
for which the acquisition date is on or after 1 January 2010. IAS 27 (Revised) will affect the
accounting treatment for changes in Group’s ownership interest in a subsidiary. The directors of
the Company is currently evaluating the impact, if any, of the other new and revised standards,
amendments or interpretations on the results and the financial position of the Group.

4. SIGNIFICANT ACCOUNTING POLICIES

The Financial Information has been prepared on the historical cost basis except for certain
financial instruments, which are measured at fair values, as explained in the accounting policies
set out below.

The Financial Information has been prepared in accordance the following accounting policies
which conform with IFRSs issued by the IASB. In addition, the Financial Information includes the
applicable disclosure required by the Rules Governing the Listing of Securities on the Stock
Exchange and by the Hong Kong Companies Ordinance.

Basis of consolidation
Financial Information incorporates the financial statements of the Company and entities
controlled by the Company (its subsidiaries). Control is achieved where the Company has the

power to govern the financial and operating policies of an entity so as to obtain benefits from its
activities.
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The results of subsidiaries acquired or disposed of during the period/year are included in the
consolidated income statement from the effective date of acquisition or up to the effective date of
disposal, as appropriate.

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

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

On acquisition of additional interest in a subsidiary, the excess of the cost of acquisition over the
carrying amount of assets and liabilities of the subsidiaries is recognised as goodwill.

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

Business combinations
Business combination involving entities under common control

The Financial Information incorporates the financial statements items of the combining entities or
businesses in which the common control combination occurs as if they had been combined from
the date when the combining entities or businesses first came under the control of the controlling

party.

The net assets of the combining entities or businesses are consolidated using the existing book
values from the controlling parties” perspective. No amount is recognised in respect of goodwill
or excess of acquirer’s interest in the net fair value of acquiree’s identifiable assets, liabilities and
contingent liabilities over cost at the time of common control combination, to the extent of the
continuation of the controlling party’s interest.

The consolidated income statement includes the results of each of the combining entities or
businesses from the earliest date presented or since the date when the combining entities or
businesses first came under the common control, where this is a shorter period, regardless of the
date of the common control combination.

Business combination other than entities under common control

The acquisition of businesses is accounted for using the purchase method. The cost of the
acquisition is measured at the aggregate of the fair values, at the date of exchange, of assets given,
liabilities incurred or assumed, and equity instruments issued by the Group in exchange for
control of the acquiree, plus any costs directly attributable to the business combination. The
acquiree’s identifiable assets, liabilities and contingent liabilities that meet the conditions for
recognition under IFRS 3 “Business Combinations” are recognised at their fair values at the
acquisition date.

Goodwill arising on acquisition is recognised as an asset and initially measured at cost, being the
excess of the cost of the business combination over the Group’s interest in the net fair value of the
identifiable assets, liabilities and contingent liabilities recognised. If, after reassessment, the
Group’s interest in the net fair value of the acquiree’s identifiable assets, liabilities and contingent
liabilities exceeds the cost of the business combination, the excess is recognised immediately in
profit or loss.

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

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

any accumulated impairment losses.

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

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

periods.

On subsequent disposal of the relevant cash-generating unit, the attributable amount of goodwill
capitalised is included in the determination of the amount of profit or loss on disposal.

Revenue recognition

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

Revenue from sale of goods is recognised when the goods are delivered and title has passed.

Interest income from a financial asset is accrued on a time basis, by reference to the principal
outstanding and at the effective interest rate applicable, which is the rate that exactly discounts
the estimated future cash receipts through the expected life of the financial asset to that asset’s net
carrying amount on initial recognition.

Dividend income from investments is recognised when the shareholders” rights to receive
payments have been established.

Deferred revenue

The Group entered into long-term supply contracts for supply of goods with pre-determined
volumes and prices. Under the contract terms, different pre-determined prices are billed to the
customers over the contracts periods. Revenue under long-term contracts is recognised in the
consolidated income statement based on the actual volumes sold and the weighted average prices
over the contractual periods. Revenue relating to the difference between pre-determined prices
and the weighted average prices is recognised as deferred revenue on the consolidated balance
sheets.

Property, plant and equipment
Property, plant and equipment including buildings held for use in the production or supply of

goods or services, or for administration purposes (other than construction in progress) are stated
at cost less subsequent accumulated depreciation and accumulated impairment losses.
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Depreciation is provided to write off the cost of items of property, plant and equipment other than
construction in progress over their estimated useful lives and after taking into account of their
estimated residual value, using the straight-line method, at the following rates per annum:

Buildings Over the shorter of lease terms or 5%
Plant and machinery 6%5%

Furniture, fixtures and equipment 20%

Motor vehicles 20%

Construction in progress includes property in the course of construction for production or for its
own use purposes. Construction in progress is carried at cost less any recognised impairment
loss. Construction in progress is classified to the appropriate category of property, plant and
equipment when completed and ready for intended use. Depreciation of these assets, on the same
basis as other property assets, commences when the assets are ready for their intended use.

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

Prepaid lease payments

Payments for obtaining land use rights are accounted for as prepaid lease payments and are
charged to the consolidated income statement on a straight-line basis over the lease terms.
Prepaid lease payments which are to be charged to the consolidated income statement in the next
twelve months or less are classified as current assets.

Leasing
The Group as lessee

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

Foreign currencies

The functional currency of the Company and its subsidiaries is RMB. The consolidated financial
statements are also presented in RMB.

In preparing the financial statements of each individual group entity, transactions in currencies
other than the functional currency of that entity (foreign currencies) are recorded in the respective
functional currency (i.e. the currency of the primary economic environment in which the entity
operates) at the rates of exchanges prevailing on the dates of the transactions. At each balance
sheet date, monetary items denominated in foreign currencies are re-translated at the rates
prevailing on the balance sheet date. Non-monetary items that are measured in terms of historical
cost in a foreign currency are not re-translated.

Exchange differences arising on the settlement of monetary items, and on the translation of
monetary items, are recognised in profit or loss in the period in which they arise.

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or production of qualifying
assets, are capitalised as part of the cost of those assets. Capitalisation of such borrowing costs
ceases when the assets are substantially ready for their intended use or sale. Investment income
earned on the temporary investment of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs eligible for capitalisation.
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All other borrowing costs are recognised in profit or loss in the period in which they are incurred.
Government grants

Government grants are recognised as income over the periods necessary to match them with the
related costs. Grants related to depreciable assets are presented as other deferred income and are
released to income over the useful lives of the assets.

Retirement benefit costs

Payments to state-managed retirement benefit schemes and the Mandatory Provident Fund
Scheme are charged as an expense when employees have rendered services entitling them to the
contributions.

Intangible assets

Intangible assets acquired separately and with finite useful lives are carried at costs less
accumulated amortisation and any accumulated impairment losses. Amortisation for intangible
assets with finite useful lives is provided on a straight-line basis over their estimated useful lives.

Gains or losses arising from derecognition of an intangible asset are measured at the difference
between the net disposal proceeds and the carrying amount of the asset and are recognised in the
consolidated income statement when the asset is derecognised.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost is calculated using the
weighted average method.

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

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

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

Deferred tax liabilities are recognised for taxable temporary differences arising on investments in
subsidiaries, except where the Group is able to control the reversal of the temporary difference
and it is probable that the temporary difference will not reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to
the extent that it is no longer probable that sufficient taxable profits will be available to allow all

or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the
liability is settled or the asset is realised. Deferred tax is charged or credited to profit or loss.
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Financial instruments

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

Financial assets

The Group’s financial assets are loans and receivables. All regular way purchases or sales of
financial assets are recognised and derecognised on a trade date basis. Regular way purchases or
sales are purchases or sales of financial assets that require delivery of assets within the time frame
established by regulation or convention in the marketplace.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial asset and
of allocating interest income over the relevant period. The effective interest rate is the rate that
exactly discounts estimated future cash receipts (including transaction costs and other premiums
or discounts) through the expected life of the financial asset, or, where appropriate, a shorter
period to the net carrying amount on initial recognition.

Interest income is recognised on an effective interest basis.
Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market. At each balance sheet date subsequent to initial
recognition, loans and receivables (including trade receivables, other receivables, amounts due
from related companies, loans to related companies, restricted bank balances and bank balances)
are carried at amortised cost using the effective interest method, less any identified impairment
losses (see accounting policy on impairment loss on financial assets below).

Impairment of financial assets

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

o significant financial difficulty of the issuer or counterparty; or
. default or delinquency in interest or principal payments; or
o it becoming probable that the borrower will enter bankruptcy or financial re-organisation.

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

The carrying amount of the financial asset is reduced by the impairment loss directly for all
financial assets with the exception of trade receivables, where the carrying amount is reduced
through the use of an allowance account. Changes in the carrying amount of the allowance
account are recognised in profit or loss. When a trade receivable is considered uncollectible, it is
written off against the allowance account. Subsequent recoveries of amounts previously written
off are credited to profit or loss.
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For financial assets measured at amortised cost, if, in a subsequent period, the amount of
impairment loss decreases and the decrease can be related objectively to an event occurring after
the impairment losses was recognised, the previously recognised impairment loss is reversed
through profit or loss to the extent that the carrying amount of the asset at the date the
impairment is reversed does not exceed what the amortised cost would have been had the
impairment not been recognised.

Financial liabilities and equity

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

An equity instrument is any contract that evidences a residual interest in the assets of the Group
after deducting all of its liabilities. The Group’s financial liabilities are generally classified into
financial liabilities at fair value through profit and loss (“FVTPL”) and other financial liabilities.

Effective interest method

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

Interest expense is recognised on an effective interest basis other than financial liability
designated at FVTPL, of which the interest expense is included in change in fair value of financial
liabilities designated at FVTPL.

Financial liabilities at fair value through profit or loss

Financial liabilities at FVTPL comprise convertible loan notes, convertible redeemable preferred
shares and embedded derivative instruments.

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

Other financial liabilities

Financial liabilities including trade payables, other payables, amount due to immediate holding
company, amounts due to related companies, loans from related companies, bank borrowings and
other borrowings are subsequently measured at amortised cost, using the effective interest
method.

Convertible loan notes

The convertible loan notes of the Company consist of both liability component, conversion option
and embedded derivatives (including early redemption option and strike adjustment derivative
(see note 29 for details) which are not closely related to the host liability contract. Conversion
options that will not be settled by the exchange of a fixed amount of cash or another financial
asset for a fixed number of the Company’s own equity instruments are considered as embedded
derivatives not closely related to the host contract (the liability component).

The Group has elected to designate its convertible loan notes with embedded derivatives as
financial liabilities at FVTPL on initial recognition as the convertible loan notes contain one or
more embedded derivatives. At each balance sheet date subsequent to initial recognition, the
convertible loan notes are measured at fair value, with changes in fair value recognised directly in
profit or loss in the period in which they arise. The change in fair value recognised in profit or loss
includes any interest paid for the convertible loan notes.

Transaction costs that are directly attributable to the issue of the convertible loan notes
designated as financial liabilities at FVTPL are recognised immediately in profit or loss.
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Convertible redeemable preferred shares

Convertible redeemable preferred shares that are redeemable and convertible to ordinary shares
at the option of the holder. The conversion option will be settled other than by the exchange of a
fixed amount of cash or another financial asset for a fixed number of the Company’s own equity
instruments are considered as embedded derivatives not closely related to the host contract.

The Group has elected to designate its convertible redeemable preferred shares with embedded
derivatives as financial liabilities at FVTPL on initial recognition as the convertible redeemable
preferred shares contain one or more embedded derivatives. At each balance sheet date
subsequent to initial recognition, the entire convertible loan notes are measured at fair value, with
changes in fair value recognised directly in profit or loss in the period in which they arise.

Embedded derivative instruments

Derivatives embedded in non-derivative host contracts are treated as separate derivatives when
their risks and characteristics are not closely related to those of the host contracts and the host
contracts are not measured at fair value with changes in fair value recognised in profit or loss.

Equity instrument

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

Repurchase of equity instruments

Repurchase of the Company’s own equity instruments is recognised and deducted directly in
equity. No gain or loss is recognised in the consolidated income statement on the purchase or
cancellation of the Company’s own equity instruments.

Derecognition

Financial assets are derecognised when the rights to receive cash flows from the assets expire or,
the financial assets are transferred and the Group has transferred substantially all the risks and
rewards of ownership of the financial assets. On derecognition of a financial asset, the difference
between the asset’s carrying amount and the sum of the consideration received and receivable is
recognised in profit or loss.

Financial liabilities are derecognised when the obligation specified in the relevant contract is
discharged, cancelled or expired. The difference between the carrying amount of the financial
liability derecognised and the consideration paid and payable is recognised in profit or loss.

Share-based payment transactions
Equity-settled share-based payment transactions
Share options granted to employees

The fair value of services received determined by reference to the fair value of share options
granted at the grant date is expensed on a straight-line basis over the vesting period, with a
corresponding increase in equity (share options reserve). At each balance sheet date, the Group
revises its estimates of the number of options that are expected to ultimately vest. The impact of
the revision of the estimates during the vesting period, if any, is recognised in profit or loss, with
a corresponding adjustment to share options reserve.

At the time when the share options are exercised, the amount previously recognised in share
options reserve will be transferred to share premium. When the share options are forfeited after
the vesting date or are still not exercised at the expiry date, the amount previously recognised in
share options reserve will be transferred to accumulated profits.
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Impairment losses on tangible and intangible assets other than goodwill (see the accounting
policy in respect of goodwill above)

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

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

5. KEY SOURCES OF ESTIMATION UNCERTAINTY

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

Useful lives and impairment of property, plant and equipment

The Group’s management determines the estimated useful lives and related depreciation charges
for its property, plant and equipment. This estimate is based on the historical experience of the
actual useful lives of property, plant and equipment of similar nature and functions. Management
will increase the depreciation charge where useful lives are expected to be shorter than expected,
or it will write-off or write-down obsolete or non-strategic assets that have been abandoned or
sold. As at 31 December 2006, 2007 and 2008, the carrying amounts of property, plant and
equipment are approximately RMB135,647,000, RMB1,019,306,000 and RMB5,052,765,000,
respectively.

Fair value of the convertible loan notes, convertible redeemable preferred shares and
embedded derivative instruments

For the convertible loan notes, convertible redeemable preferred shares and embedded derivative
instruments, no quoted prices in an active market exist. The fair values for the derivatives
embedded in convertible note, redeemable preferred shares and embedded derivative
instruments are established by using valuation techniques. These techniques include using recent
arm’s length market transactions, with reference to the current fair value of similar instruments,
discounted cash flow analysis and option pricing models. Valuation techniques are certified by
independent and recognised international business valuers before being implemented for
valuation and are calibrated to ensure that outputs reflect market conditions. Valuation models
established by the valuers make the maximum use of market inputs and rely as little as possible
on the Group’s specific data. However, it should be noted that some inputs, such as credit and
counterparty risk and risk correlations, require management estimates. Management estimates
and assumptions are reviewed periodically and are adjusted if necessary. Should any of the
estimates and assumptions changed, it may lead to a change in the fair values of the convertible
loan notes, convertible redeemable preferred shares and embedded derivative instruments. The
carrying amount of the convertible loan notes, convertible redeemable preferred shares and
embedded derivative instruments as at 31 December 2008 are approximately RMB498,328,000
(2007: RMB448,775,000), RMB171,452,000 (2007: RMB225,006,000) and RMB9,912,000 (2007: nil),
respectively.

6. CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in the Group will be able to continue as a
going concern while maximising the return to shareholders through the optimisation of the debt
and equity balance.

The capital structure of the Group consists of debt, which mainly includes amounts due to related
companies disclosed in note 21, bank borrowings, convertible loan notes and convertible
redeemable preferred shares disclosed in notes 27, 29 and 31, respectively, and equity comprising
issued share capital and reserves.
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The directors of the Group review the capital structure regularly. As par