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PROSPECTUS SUPPLEMENT
(To Prospectus Dated July 16, 2008)

8,000,000 American Depositary Shares

Solarfun

Solarfun Power Holdings Co., Ltd.

REPRESENTING 40,000,000 ORDINARY SHARES

We are offering 8,000,000 American Depositary Shase or ADSSs, by this prospectus supplement and the
accompanying prospectus dated July 16, 2008. EactDS represents five ordinary shares, par value US$1001
per ordinary share. The ADSs are evidenced by Ameran Depositary Receipts, or ADRs.

Our ADSs are listed on the Nasdaq Global Market undr the symbol “SOLF.” The last reported sale priceof our
ADSs on November 10, 2010 was US$10.13 per ADS.

Investing in the ADSs involves risks. See “Risk Faors” beginning on page S-10.

PRICE $9.00 PER ADS

Underwriting
Discounts an
Price to Public Commission: Proceeds to Compat
Per ADS $ 9.0C $ 0.3¢€ $ 8.64
Total $72,000,00 $2,880,00i $69,120,00

We have granted the underwriters the right to pasetup to 1,200,000 ADSs to cover over-allotments.

The Securities and Exchange Commission and stateises regulators have not approved or disappi@f¢hese
securities, or determined if this prospectus supplg or the accompanying prospectus is truthfaomnplete. Any
representation to the contrary is a criminal oféens

The underwriters expect to deliver the shares totmsers on November 16.

MORGAN STANLEY UBS INVESTMENT BANK
HSBC WELLS FARGO SECURITIES

November 10, 201
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ABOUT THIS PROSPECTUS SUPPLEMENT

This document contains two parts. The first pathis prospectus supplement, which describes tbeifsp
terms of the offering and other matters relatinggand our financial condition. The second pattiésattached base
prospectus, which gives more general informaticouaecurities we may offer from time to time, soofivhich
may not apply to the ADSs we are offering. Theiinfation in this prospectus supplement replacesragnsistent
information included in the accompanying prospec&enerally, when we refer to the prospectus, eeeferring
to both parts of this document combined. If infotimain the prospectus supplement differs fromiinfation in the
accompanying prospectus, you should rely on tharindtion in this prospectus supplement.

In this prospectus, unless otherwise indicatedhteas the context otherwise requires,

“ADRs" are to the American depositary receipts that exideyur ADSs
“ADS¢<” are to our American depositary shares, each oftwi@presents five ordinary shar

“China” or the “PRC” are to the People’s Rejubf China, excluding, for the purpose of thi®gpectus
only, Taiwan and the special administrative regiohlong Kong and Macai

“conversion efficiency” are to the ability photovoltaic, or PV, products to convert sunligitbielectricity,
and “conversion efficiency rates” are commonly usethe PV industry to measure the percentagegbf li
energy from the sun that is actually converted elétricity;

“cost per watt” and “price per watt” are tetmethod by which the cost and price of PV products
respectively, are commonly measured in the PV itmgud PV product is priced based on the number of
watts of electricity it can general

“GW" are to gigawatt, representing 1,000,000,000 wattsyit of powe-generating capacity or consumptis

“MW?” are to megawatt, representing 1,000,0041t&; a unit of power-generating capacity or corggion. In
this prospectus, it is assumed that, based onénate of 95%, 420,000 125mm x 125mm or 280,008n1rs

x 156mm silicon wafers are required to produce Rdpcts capable of generating 1 MW, that each 12%
125mm and 156mm x 156mm PV cell generates 2.4 watis3.7 watts of power, respectively, and thaheac
PV module contains 72 125mm x 125mm PV cells ot 58mm x 156mm PV cell:

“PV” are to photovoltaic. The photovoltaic effect isragess by which sunlight is converted into eledtric
“RMB” and“Renminb” are to the legal currency of Chir

“series A convertible preference shares” areur series A convertible preference shares, plalev
US$0.0001 per shar

“shares” or “ordinary shares” are to our oedinshares, par value US$0.0001 per share. Fauipose of
computing our outstanding ordinary shares and aaichor diluted earnings per share, the 9,019,@$A
we issued to facilitate the convertible bond offgrand the 30,672,689 ordinary shares issued tavhian

Solar are not considered outstandi

“W” are to watt, a unit of pow-generating capacity or consumption; i

“USY and“U.S. dollar” are to the legal currency of the United Sta

Unless otherwise stated, the translations of RMB U S. dollars have been made at the exchangaseget
forth on September 30, 2010 in the H.10 statistiellase of the Federal Reserve Board, which waB&R6805 to
US$1.00. We make no representation that the RMdbbtar amounts referred to in this prospectus supeht coul
have been or could be converted into dollars or REBthe case may be, at any particular rate at.at
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References in this prospectus to our annual maturfag capacity assume 24 hours of operation pgifala
350 days per year.

Unless the context indicates otherwise, “we,” “Usir company” and “our” refer to Solarfun Powerltings
Co., Ltd., its predecessor entities and its codatdid subsidiaries.

You should rely only on the information contained o incorporated by reference in this prospectus
supplement, the prospectus or any free writing prgsectus prepared by us. We and the underwriters havaot
authorized anyone else to provide you with differenor additional information. We are not making an dfer of
the ADSs in any jurisdiction where the offer is notpermitted. You should not assume that the informabn
contained or incorporated by reference in this propectus supplement or in the prospectus is accurass of
any date other than the date on the front of that dcument. Our business, financial condition, resultsf
operations and prospectus may have changed sinceatidate. Neither this prospectus supplement nor the
accompanying prospectus constitutes an offer, or ainvitation on our behalf or on behalf of the undewvriters
to subscribe for and purchase, any of the ADSs amiay not be used for or in connection with an offeor
solicitation by anyone, in any jurisdiction in which such an offer or solicitation is not authorized oto any
person to whom it is unlawful to make such an offeor solicitation.

S-iii
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STAT EMENTS

This prospectus supplement and the documents iocgel by reference contain statements of a forward
looking nature. These statements are made undésdfesharbor” provisions of the U.S. Private Sé®s
Litigation Reform Act of 1995.

In some cases, these forward-looking statementbeaaentified by words or phrases such as “aim,”
“anticipate,” “believe,” “continue,” “estimate,” %gect,” “intend,” “is/are likely to,” “may,” “plart, “potential,”
“will” or other similar expressions. We have baskese forward-looking statements largely on ourenir
expectations and projections about future everdsfiaancial trends that we believe may affect onarficial
condition, results of operations, business strategy/financial needs. These forward-looking statémmmclude,

among other things, statements relating to:

” o« ” o ” o«

e our expectations with respect to our ability t-negotiate the terms of our mi-year supply agreemen
* our expectations regarding the worldwide demanctfectricity and the market for solar ener

« our beliefs regarding the effects of enviromtaéregulation, lack of infrastructure reliabiliijd long-term
fossil fuel supply constraint

< our beliefs regarding the inability of traditial fossil fuel-based generation technologies ¢etthe demand
for electricity;

 our beliefs regarding the importance of environratiyfriendly power generatiot

* our expectations regarding governmental supporti®ideployment of solar energ
 our beliefs regarding the acceleration of adoptibeolar technologies

e our expectations with respect to advancementsiinemtnologies

« our beliefs regarding the competitiveness of olargaroducts

* our expectations regarding the scaling of our mactufing capacity

 our expectations with respect to revenue growth@ndtability;

e our expectations with respect to our abildysecure raw materials, especially silicon-relatederials, in the
future;

» competition from other manufacturers of PV prodwetd conventional energy supplie
« our future business development, results of operatand financial condition; ai
« future economic or capital market conditio

We would like to caution you not to place unduéarate on these statements and you should read these
statements in conjunction with the risk factorcitised in this prospectus supplement for a morepbete
discussion of the risks of an investment in our ARAd other risks outlined in our other filingsiwihe Securities
and Exchange Commission, or the SEC. The forwanklihy statements included in this prospectus suypgie or
incorporated by reference into this prospectus leuppnt are made only as of the date of this prdspestipplement
or the date of the incorporated document, and wead@ndertake any obligation to update the foralaodking
statements except as required under applicable law.

S-iv
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PROSPECTUS SUPPLEMENT SUMMARY

The following summary highlights selected informattontained elsewhere in this prospectus
supplement, the accompanying prospectus and iddbements incorporated by reference in this progmec
supplement and does not contain all the informagion will need in making your investment decishoou
should read carefully this entire prospectus suppst, including the “Risk Factors” section, the
accompanying prospectus and the documents incorpatay reference in this prospectus supplementhwhi
are described under “Where You Can Find More Infation About Us.”

Our Company

We are a leading manufacturer of silicon ingotsfens PV cells and PV modules in China. We
manufacture a variety of silicon ingots, wafers, €8s and PV modules using advanced manufacturing
process technologies that have helped us to rajpidigase our operational efficiency. We also ptewV
cell processing services and PV module procesgngces to third parties. We sell our high qualkty cells
and PV modules both directly to system integrasors through third party distributors. In the ninernths
ended September 30, 2010, we sold our producteeiod®) customers, mostly in Germany, Italy, Ausial
the United States, China, Portugal and the Czeglilie. We conduct our business in China through ou
operating subsidiary, Linyang China.

We currently have 900 MW of annual PV module prdiduccapacity and 500 MW of annual PV cell
production capacity. In addition, we have achieweprovements in process technology and producttgual
since we commenced our commercial production inddadwer 2005. Our monocrystalline and multicrystallin
PV cells achieved conversion efficiency rates mridinges of 17.0% to 17.8% and 15.5% to 16.3%,
respectively, in the nine months ended Septembe2@ID. In addition, we currently have 360 MW ohaal
ingot production capacity and 400 MW of annual veasving capacity. We plan to expand our PV module
production capacity from 900 MW to 1,500 MW, PVIgabduction capacity from 500 MW to 1,300 MW,
ingot production capacity from 360 MW to 800 MW anile sawing capacity from 400 MW to 800 MW by
the end of 2011. In an effort to further improve tachnological capability, we plan to adopt selecemitter
technology in the fourth quarter of 2010 and resasivation technology in 2011.

Our principal executive offices are located at 888ang Road, Qidong, Jiangsu Province, 226200,
People’s Republic of China. Our telephone numbéhmiataddress is (86-513) 8330-7688 and our faxbarm
is (86-513) 8311-0367. Our registered office in @ayman Islands is at the offices of Maples Corjgora
Services Limited, PO Box 309, Ugland House, Graagitan, KY1-1104, Cayman Islands.

Investor inquiries should be directed to us atatidress and telephone number of our principal giecu
offices set forth above. Our website is www.solaré@m.cn. The information contained on our webdites
not constitute a part of this prospectus supplenm@ut agent for service of process in the UniteteStis
CT Corporation System, located at 111 Eighth AvemNew York, New York 10011.

Our Industry

The PV industry has experienced continued robust/trin both established and emerging solar marke
in recent years. According to Solarbuzz, an inddpanhsolar energy research firm, the global PV miark
increased from 2.4 GW in 2007 to 7.3 GW in 200%ims of total annual PV installations, representn
compound annual growth rate of 74.4% from 20070@%2and is expected to increase to 20.9 GW in 2012.
According to Solarbuzz, manufacturers based in Astagaining market share due to their cost
competitiveness. Our annual module shipment hasased from 78 MW in 2007 to 313 MW in 2009,
representing a compound annual growth rate of 200t8m 2007 to 2009.

S-1
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THE OFFERING

The offering 8,000,000 ADSs
Offering price US$9.00 per ADS
The ADSs Each ADS represents five ordinary shquasyalue US$0.0001 per

ordinary share. The offered ADSs are evidenced imgrcan
Depositary Receipt:

ADSs outstanding immediately after 40,686,250 ADSs, assuming no exercise of the ol@reent option

this offering by the underwriters!

Ordinary shares outstanding 367,067,668 ordinary shares (including ordinaryretaepresented

immediately after this offering by ADSSs), assuming no exercise of the over-allotrogtion by the
underwriters?

Depositary The Bank of New York Mellon

Private placement to Hanwha Solar Contingent upmhvéithin seven days after the completion of this

offering, we plan to issue and sell to Hanwha SHialidings Co.,
Ltd., or Hanwha Solar, a certain number of addal@rdinary share
at the public offering price of this offering thaill allow Hanwha
Solar to maintain its level of equity ownershipor company at
49.99%, pursuant to Regulation S of the SecurAigsof 1933, as
amended, or the Securities Act. See “Recent Devadops —
Strategic Investment by Hanwha Sc”

Use of proceeds We intend to use the proceeds of this offeringctyital expenditure
and general working capital purpos

Risk factors See “Risk Factors” and other informatincluded in this prospectus
supplement and the accompanying prospectus facasiion of
factors you should carefully consider before dexjdb invest in our

ADSs.
Nasdaq Global Market Symbol for c Our ADSs are listed on the Nasdaq Global Markeeutite symbol
ADSs “SOLF”
Over-allotment option We have granted to the undégvs an option, exercisable not later

than 30 days after the date of this prospectusleommt, to purchase
up to 1,200,000 additional ADSs at the public dffgiprice less the
underwriting discounts and commissions set fortlthencover page
of this prospectus suppleme

1 Calculated using 32,686,250 ADSs outstanding &oeember 8, 2010. The number of ADSs that will
be outstanding immediately after this offering exids (i) the 9,019,611 ADSs which were issued ¢oitate
our convertible bond offering in January 2008 aijdi{e 319,232 ADSs which have been reserved by ou
company to allow for the participation in the AD&grame by our employees pursuant to our equitgritice
plans. Such ADSs have been classified as beingidged|from shareholders’ equity for accounting pegso

2 Calculated using 327,067,668 ordinary sharesydicl ordinary shares represented by ADSs)
outstanding as of November 8, 2010. The numberdihary shares that will be outstanding immediasdter
this offering excludes (i) the 9,019,611 ADSs whigdre issued to facilitate our convertible boncedffg in
January 2008; (ii) the 30,672,689 ordinary shasegdd to Hanwha Solar in connection with HanwharSol
purchase of 36,455,089 ordinary shares of our comm par value of US$0.0001 per ordinary share, i
September 2010; and (iii) the 319,232 ADSs whickeHzeen reserved by our company to allow for the
participation in the ADS program by our employeasspant to our equity incentive plans, from timditoe.
Such ADSs and ordinary shares have been classi$i®@ing excluded from shareholders’ equity for
accounting purposes

S-2
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RECENT DEVELOPMENTS

The following condensed consolidated balance dfetetas of December 31, 2009 has been derived frgm
our audited consolidated financial statements, whiave been audited by Ernst & Young Hua Ming, an
independent registered public accounting firm. fidilewing condensed consolidated statement of dfmera
data for the nine months ended September 30, 2802@10 and the condensed consolidated balance shee
data as of September 30, 2010 have been deriveddun unaudited condensed consolidated financial
statements included elsewhere in this prospeciysiament. We have prepared the unaudited condensed
consolidated financial statements on the same hasisir audited consolidated financial statememisa
accordance with United States generally accepteduating principles (“U.S. GAAP”). Results for thine
months ended September 30, 2010 may not be ingécatiour full year results for 2010 or for futyreriods.
See “Operating and Financial Review and Prospéaotitided in our annual report on Form 20-F for ykar
ended December 31, 2009 and filed with the SEC ay ®b, 2010 (as amended on June 29, 2010),
incorporated by reference into this prospectus lempent, for information regarding trends and otlaetors
that may influence our results of operations.

Nine Months Ended September 30,
2009 2010
(RMB) (RMB) (US$)
(In thousands, except share and per share data)

Condensed Consolidated Statement of Operation

Net revenue: 2,525,60! 5,414,28 809,25:
Cost of revenue (2,324,79) (4,276,59) (639,20:)
Gross profit 200,81( 1,137,69. 170,04
Operating expense
Selling expense (59,340 (112,919 (16,877
General and administrative expen (130,12) (135,83) (20,309
Research and development exper (19,187 (38,879 (5,81))
Total operating expens (208,64Y (287,62) (42,99)
Operating (loss) profi (7,835 850,06 127,05
Interest expense (118,244 (121,019 (18,089
Interest incom 3,70¢ 3,791 567
Exchange losse (9,120 (53,049 (7,929
Changes in fair value of derivative contra (5,809 40,02¢ 5,98:
Changes in fair value of conversion feature of @tible bonds (2,60¢) (223,969) (33,476
Other income 5,021 17,29( 2,58¢
Other expense (9,789 3,77)) (569
Government grant 5,661 26,22¢ 3,92(
(Loss) income before income tay (139,019 535,59¢ 80,05«
Income tax expenst (16,590 (149,059 (22,279
Net (loss) incomi (155,60 386,54: 57,77¢
Net (income) attributable to n-controlling interes (2449 — —
Net (loss) income attributable to Solarfun Powelditas Co.,

Ltd. shareholder (155,849 386,54 57,77¢

Net (loss) income attributable to Solarfun Powelditms Co.,
Ltd. shareholders per she

Basic (0.5¢) 1.32 0.2C
Diluted (0.5¢) 1.32 0.2C
Number of shares used in computation of net (Io&sime pel

share
Basic 269,395,29 291,904,40 291,904,40
Diluted 269,395,29 292,740,59 292,740,59

S-3
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As of

September 30

2010

As of
December 31
2009
(RMB)
Condensed Consolidated Balance Sheet
Assets
Cash and cash equivalel 645,72(
Restricted cas 60,53¢
Accounts receivabl— net 587,48
Inventories— net 783,97:
Advance to supplie— net 979,76:
Other current asse 180,31!
Deferred tax asse— net 63,11¢
Derivative contract 7,36(
Amount due from related parti 12,45¢
Fixed asset— net 1,586,28.
Intangible asset— net 208,56
Deferred tax asse— net 13,78¢
Long-term deferred expens 33,15¢
Goodwill 134,73!
Total asset 5,297,25!
Shor-term bank borrowing 404,76
Long-term bank borrowings, current porti 90,00(
Accounts payabl 441,76¢
Notes payabli 186,92:
Accrued expenses and other liabilit 191,89!
Customer deposit 59,68¢
Deferred tax liabilities —
Unrecognized tax bene 27,38t
Derivative contract 1,14¢
Amount due to related parti 16,76"
Long-term bank borrowing 380,00(
Deferred tax liabilitie: 26,56¢
Convertible bond 658,65:
Total Liabilities 2,485,55I
Redeemable ordinary shares (par value US$0.0001 per
share; 45,098,055 shares issued and outstandirfy as
December 31, 2009 and September 30, 2 55
Total shareholde’ equity 2,811,65:
Total liabilities, redeemable ordinary shares and
shareholde’ equity 5,297,25!

(RMB)
(In thousands)

1,296,73
63,85¢
1,289,93
689,56¢
1,246,33I
236,28t
75,73¢
1,91C

1,829,39!
206,85t
16,23¢
29,63¢
134,73!
7,117,21!
748,01(
202,50(
528,90:
142,50¢
356,86(
127,49¢
76€
27,38¢
70,60¢
13,763
200,00(
26,12¢
928,36¢
3,373,29!

55
3,743,86!

7,117,21!

(Uss)

193,81
9,54¢
192,80(
103,06¢
186,28
35,31¢
11,32(
28t

273,43:
30,91¢
2,421
4,43(
20,13¢
1,063,78!
111,80:
30,26
79,05:
21,30(
53,33¢
19,057
11%
4,09¢
10,55
2,05¢
29,89:
3,90t
138,75¢
504,19¢

8
559,57¢

1,063,78!
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The following table set forth a summary of our cletws for the periods indicated:

Nine Months Ended September 30,
2009 2010
(RMB) (RMB) (Uss)
(In thousands, except share
and per share data)

Net cash provided by operating activit 383,68: 218,04: 32,58¢
Net cash used in investing activiti (362,119 (363,24) (54,29
Net cash provided by financing activiti 360,71! 796,21! 119,00
Net increase in cash and cash equival 382,28! 651,01 97,30¢

Nine Months Ended September 30, 2010 Compared to i Months Ended September 30, 2009
Net Revenues

Our total net revenues increased to RMB5,414.3oni{US$809.3 million) in the nine months ended
September 30, 2010 from RMB2,525.6 million in tieenmonths ended September 30, 2009. Our net
revenues derived from our PV module business (eiafuPV module processing) increased to
RMB4,806.7 million (US$718.4 million) in the nineomths ended September 30, 2010 from
RMB2,222.5 million in the nine months ended Septen89, 2009, due primarily to the increase in odr P
module sales volume to 413.4MW in the nine montided September 30, 2010 from 134.5 MW in the nine
months ended September 30, 2009. The increase iP\bmodule sales volume was partially offset by a
decrease in the average selling price of our PVulesd(excluding PV module processing) by 29.6% to
RMB11.63 (US$1.74) per watt in the nine months enBleptember 30, 2010 from RMB16.52 per watt in the
nine months ended September 30, 2009 in accordgititéghe changes in market prices of PV productghé
nine months ended September 30, 2010, we deriv8388f our total net revenues from the sale of PV
modules, compared to 88.0% in the nine months eBaptember 30, 2009.

Cost of Revenues and Gross Profit

Our cost of revenues increased by 84.0% to RMB4@iffllion (US$639.2 million) in the nine months
ended September 30, 2010 from RMB2,324.8 milliotheanine months ended September 30, 2009. In
particular, the costs associated with PV modulepection increased by 81.3% to RMB3,781.4 million
(US$565.2 million) in the nine months ended Sep&nd®, 2010 from RMB2,085.2 million in the nine
months ended September 30, 2009, due primarilp in@ease in our expenditures on raw materials;twh
was caused by an increase in the sales volumerd?\dyproducts. Our write-down of inventories desehto
RMB99.2 (US$14.8 million) in the nine months en@aptember 30, 2010 from RMB242.2 million in the
nine months ended September 30, 2009 which ma#plsesented the unqualified silicon materials dowadg
and low-effeciency PV cells and PV modules.

As a result of the foregoing, our gross profit gased to RMB1,137.7 million (US$170.0 million) fret
nine months ended September 30, 2010 from RMB2&dl®n in the nine months ended September 30,
2009. Our gross profit margin increased to 21.0%hénine months ended September 30, 2010 from 810%
the nine months ended September 30, 2009, primazgitause we benefited from a decreases in theasts
of silicon, silicon wafers and other raw materiabjch more than offset the decrease in the avesaljeg
price of our PV products, and because we weretaldehieve higher operational efficiency and a &igh
utilization rate for our manufacturing facilities.

Operating Expenses and Operating (Loss) Profit

Our operating expenses increased by 37.9% to RMB28illion (US$43.0 million) in the nine months
ended September 30, 2010 from RMB208.6 milliorhie nine months ended September 30, 2009. Our
operating expenses as a percentage of our totadwetues decreased to 5.3% in the nine monthslende
September 30, 2010 from 8.3% in the nine monthe@&kptember 30, 2009.

Our selling expenses primarily consist of warrasugts, marketing and promotional expenses, andesla
commissions, share-based compensation chargeslitigiexpenses and benefits for our sales and rtiagke
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personnel. Our selling expenses increased by 9@3#B112.9 million (US$16.9 million) in the nine
months ended September 30, 2010 from RMB59.3 millicthe nine months ended September 30, 2009, dy
primarily to an increase in warranty costs of RMB2@illion (US$3.9 million), as a result of the rease in
our net revenues, and our additional marketing/éiets and hiring of sales personnel in order tpaexd our
customer base and geographic coverage. Sellinghegpeas a percentage of our total net revenuesaest

to 2.1% in the nine months ended September 30, #0402.3% in the nine months ended September 30,
20009.

Our general and administrative expenses primacihsist of salaries and benefits of our administeati
staff, depreciation charges of fixed assets useddministrative purposes, as well as administeadiffice
expenses, including, among others, consumableglitng expenses, insurance and share compensation
expenses for our administrative personnel. Our igdaed administrative expenses increased by 404% t
RMB135.8 million (US$20.3 million) in the nine mdrstended September 30, 2010 from RMB130.1 million
in the nine months ended September 30, 2009, dumaply to an increase in professional fees we irexd in
the nine months ended September 30, 2010. Genatadministrative expenses as a percentage obtlr t
net revenues decreased to 2.5% in the nine monttedeSeptember 30, 2010 from 5.2% in the nine nsonth
ended September 30, 2009.

Our research and development expenses primarilsistoof materials used for research and developme
purposes, salaries and benefits of our researcllevelopment staff, depreciation charges, and trave
expenses incurred by our research and developrteghbs otherwise in connection with our researnd a
development activities. Our research and developegenses increased to RMB38.9 million
(US$5.8 million) in the nine months ended Septen3@r2010 from RMB19.2 million in the nine months
ended September 30, 2009. The increase was prynh@dhuse we hired additional research and developm
staff to conduct additional research and developraetivities in the nine months ended Septembe2300.
Research and development expenses as a percehtageatal net revenues decreased to 0.7% inithe n
months ended September 30, 2010 from 0.8% in themionths ended September 30, 2009.

As a result of the foregoing, our operating prafits RMB850.1 million (US$127.1 million) in the nine
months ended September 30, 2010, compared to aatiogeloss of RMB7.8 million in the nine months
ended September 30, 2009. Our operating profit imamgreased to 15.7% in the nine months ended
September 30, 2010 from a negative margin of 0r8%eé nine months ended September 30, 2009.

Interest Expenses, Exchange Losses, Other Incomep@hses), Changes in Fair Value of Derivative
Contracts, Changes in Fair Value of Conversion Fea¢ of Convertible Bonds and Government Grants

We generated interest income of RMB3.8 million (0$$million) and at the same time incurred interes
expenses of RMB121.0 million (US$18.1 million) lretnine months ended September 30, 2010, compared
interest income of RMB3.7 million and interest enpes of RMB118.2 million in the nine months ended
September 30, 2009. The increase in interest ergemas due primarily to our increased bank borrgsiin

We incurred exchange losses of RMB53.0 million (@S%nillion) in the nine months ended
September 30, 2010, compared to exchange los$&glBf.1 million in the nine months ended Septemlier 3
2009, due primarily to the depreciation of the Eagainst the Renminbi.

Our other income increased to RMB17.3 million (US$aillion) in the nine months ended
September 30, 2010 from RMB5.0 million in the ninenths ended September 30, 2009, due primarilnto a
increase in sales of scrap materials as we expangtegperations. Our other expenses decreased to
RMB3.8 million (US$0.6 million) in the nine montlesided September 30, 2010 from RMB9.8 million in the
nine months ended September 30, 2009 primarilyuseca decrease in bank charges.

We recorded an increase of RMB40.0 million (US$8ibion) in changes in fair value of derivative
contracts to reflect the realized and unrealizeédya@ arising from the changes of fair value of fareign
currency derivative instruments in the nine morthded September 30, 2010.

We recorded a decrease of RMB224.0 million (US$83ilbon) in changes in fair value of conversion
feature of convertible bonds in the nine monthseeinBeptember 30, 2010 as a result of changes iARSr
price.
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Our government grants increased to RMB26.2 mil{ld8$3.9 million) in the nine months ended
September 30, 2010 from RMB5.7 million in the ninenths ended September 30, 2009, primarily because
we received unconditional government grants fromious government entities in the nine months ended
September 30, 2010.

Income Tax Expenses

Our income tax expenses increased to RMB149.1ani{[uS$22.3 million) in the nine months ended
September 30, 2010 from RMB16.6 million in the nmenths ended September 30, 2009, due primarily to
the increase in our taxable income. In additioandsu Linyang Solarfun Co., Ltd., our operatingssdiary in
China, is subject to an income tax rate of 15%isgfrom January 1, 2010, compared to 12.5% inyter
ended December 31, 2009.

Consolidated Net (Loss) Income

As a result of the cumulative effect of the abcaetdrs, we had consolidated net income of
RMB386.5 million (US$57.8 million) in the nine mdistended September 30, 2010, compared to a loss of
RMB155.6 million in the nine months ended Septen8ier2009. Our net profit margin increased to 7it%
the nine months ended September 30, 2010 from &imegnargin of 6.2% in the nine months ended
September 30, 2009.

Liquidity and Financial Resources

Our net cash provided by operating activities ws4BR18.0 million (US$32.6 million) in the nine
months ended September 30, 2010, which was defiiwedconsolidated net income of RMB386.5 million
(US$57.8 million), adjusted to reflect a net ingeaelating to non-cash items and a net decrekgaceto
changes in operating assets and liabilities. Thesadents relating to non-cash items were primarily
comprised of an increase in changes in fair vafumoversion feature of convertible bonds of
RMB224.0 million (US$33.5 million), depreciationdaamortization of RMB136.1 million (US$20.3 millipn
write-down of inventories of RMB99.2 million (US$B4million) and unrealized loss from derivative
contracts of RMB74.9 million (US$11.2 million). Theljustments relating to changes in operating asset
liabilities, which resulted in a net decrease of B314.3 million (US$121.7 million), were primarily
comprised of:

« an increase of RMB703.2 million (US$105.1 millian)accounts receivable, primarily as a result e
increase in our net revenues and because we gramtexistomers longer credit terms to enhance the
competitiveness of our PV produc

 an increase of RMB266.7 million (US$39.9 noill) in advance to suppliers primarily as a result o
increased prepayments to our suppliers for purchafssilicor-related materials

e anincrease of RMB116.7 million (US$17.4 noifl) in accrued expenses and other liabilities, ariy
due to an increase in income tax payables, asuét tdghe increase in our taxable income, and
warranty costs, as a result of the increase imetirevenues; ar

e an increase of RMB114.5 million (US$17.1 naifl) in other current assets, primarily because the
increase of tax recoverables in relation to theoeddax rebates

Our net cash used in investing activities was RMB36nillion (US$54.3 million) in the nine months
ended September 30, 2010, primarily consistingddBR55.0 million (US$53.1 million) of cash used fine
acquisition of fixed assets, primarily our manufaictg machinery and equipment.

Our net cash provided by financing activities wadB¥96.2 million (US$119.0 million) in the nine
months ended September 30, 2010. This was maimiguable to proceeds from short-term bank borrmsi
of RMB1,066.2 million (US$159.4 million) and proa=efrom our issuance of ordinary shares of
RMB510.3 million (US$76.3 million), partially off$éy our payments of short-term bank borrowings of
RMB723.0 million (US$108.1 million).
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As of September 30, 2010, we had outstanding gbori-bank borrowings of RMB748.0 million
(US$111.8 million), which bore an average interat of 4.48% per annum. These short-term bank
borrowings have terms of one month to one year.

As of September 30, 2010, we had outstanding leng-bank borrowings of RMB402.5 million
(US$60.2 million), of which the current portion aomted to RMB202.5 million (US$30.3 million), whiatill
be due from December 29, 2010 to September 29,, 20iiithe non-current portion amounted to
RMB200.0 million (US$29.9 million), which will bews from December 26, 2011 to September 13, 2012. Qu
long-term bank borrowings outstanding as of Septardb, 2010 bore an average interest rate of 5/d%
annum.

As of September 30, 2010, we had RMB1,155.8 mil(ild8$172.5 million) principal amount of 2018
convertible bonds outstanding. The holders of th#&82convertible bonds have the right to requiréous
repurchase all or a portion of their bonds on Janiig, 2015 at a repurchase price equal to 1008eof
principal amount of the notes to be repurchased; atcrued and unpaid interest, if any.

In addition, as of September 30, 2010, we had atmumto related parties of RMB13.8 million
(US$2.1 million), consisting of RMB9.3 million (U3$} million) due to Ya An Yongwang Silicon Co., Ltd
in which our largest shareholder Hanwha Solar hald9.99% equity interest, in relation to our pass of
polysilicon, and RMB4.4 million (US$0.7 million) duo SMIC Energy Technology (Shanghai), a wholly
owned subsidiary of SMIC, a company where David N\Kang, our independent director, serves as pnesidg
and chief executive officer, in relation to leasel @ervice payments.

As of September 30, 2010, we had cash and cashadeis in the amount of RMB1,296.7 million
(US$193.8 million). Our cash and cash equivaleritagrily consist of cash on hand, demand deposits a
liquid investments with original maturities of tlerenonths or less that are placed with banks argt oth
financial institutions.

Strategic Investment by Hanwha Solar

We entered into a share purchase agreement on A8g2810 with Hanwha Chemical Corporation, or
Hanwha Chemical, a leading global chemical comgeadquartered in Korea, under which Hanwha
Chemical agreed to purchase 36,455,089 ordinamgstieom us at a price of US$2.144 per ordinaryesha
which corresponds to a price of US$10.72 per AD&wha Chemical subsequently assigned and trandferr
its rights and obligations under the share purchgseement to Hanwha Solar Holdings Co., Ltd., ankha
Solar, a wholly owned subsidiary of Hanwha Cheméoal the sale and purchase of these ordinary sha®s
consummated on September 16, 2010. In additiorgntered into a share issuance and repurchase agreem
on September 16, 2010 with Hanwha Solar, underlwhie agreed to issue to Hanwha Solar a total of
45,080,019 ordinary shares at par value of US$Q Q@0 ordinary share, which shares shall remain
outstanding so long as and to the extent that 099611 ADSs we issued to facilitate our convéstiimnd
offering in January 2008 remain outstanding. Purst@the share issuance and repurchase agreemeent,
issued to Hanwha Solar 30,672,689 ordinary shareeptember 16, 2010 and an additional 14,407,330
ordinary shares are expected to be issued to HaBelaa at par value upon obtaining shareholderaabr
for this issuance. The total proceeds to us fraesdtransactions amounted to approximately US$T@®mi
At the same time, Hanwha Solar completed the aitiuis from Good Energies Il LP and Yonghua Solar
Power Investment Holding Ltd. of a total of 120,40 ordinary shares and 1,281,011 ADSs of our
company, representing all of the ordinary shares/DSs held by them. As a result of these transasti
Hanwha Solar owns a 49.99% equity interest in oungany, taking into account the previously agreed
issuance of an additional 14,407,330 ordinary sherédanwha Solar at par value.

1%

In connection with the share issuance to HanwharSale and Hanwha Solar entered into a shareholder
agreement on September 16, 2010 that providesftain rights for Hanwha Solar, including:

» Registration rights, se“Description of Share Capit— Registration Righ”;

« A preemptive right to acquire additional ordinahages of our compan
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« Aright to designate three directors, including director to serve on our nominating committee;

< Aright to veto major corporate actions, irdihg the amendment of our memorandum and artidles o
association, declaration of dividends and liquintat

Pursuant to the shareholder agreement, Hanwha &pleed not to commence an offer to acquire contrg
of a majority of our company during a one-year gestarting from September 16, 2010. Hanwha Salar h
also agreed to be subject to a lock-up arrangeresst.‘Description of Share Capital — Lock-Up.”

Changes in Board of Directors

In connection with the investment by Hanwha Sa#fiective September 16, 2010, Mr. Yonghua Lu and
Mr. John Breckenridge resigned as directors andidiy McCarthy and Professor Ronggiang Cui resigne
as independent directors of our company. On theesdate, three designees of Hanwha Solar, Mr. KirJoo
Hong, Mr. Dong Kwan Kim and Mr. Wook Jin Yoon, weappointed as directors of our company.
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RISK FACTORS

You should consider carefully the following factas well as the other information set forth irstprospectus
supplement, the accompanying prospectus and iddbements incorporated by reference in this progmec
supplement before making an investment decisioneS4d the following risks relate principally to thelustry in
which we operate and our business in general. Otis&s relate principally to the securities marketd ownership
of our ADSs. Any of the risk factors could siguifity and negatively affect our business, financ@idition or
operating results and the trading price of our AD%su could lose all or part of your investment.

Risks Related to Our Company and Our Industry

Demand for our PV products has been, and may con#rto be, adversely affected by volatile market and
industry trend.

Demand for our PV products has been affected byajleconomic conditions, capital markets fluctuasiand
credit disruptions. During the second half of 268! the first half of 2009, many of our key markétsluding
Germany, Spain and the United States, and othEm@dieconomies experienced a period of econonmitraction
or significantly slower economic growth. The glofiabncial crisis, weak consumer confidence andimizhed
consumer and business spending have contribut@ditmificant slowdown in the market demand for¥ducts
due to decreased energy requirements. In additiany of our customers and many end-users of oyprieducts
depend on debt financing to fund the initial captependiture required to purchase our PV produRtsing the
global credit crisis, many of our customers and yremd-users of our PV products experienced diffieslin
obtaining financing, and even if they were ablelitain financing, the cost of such financing hactéased such th
they changed their decision or changed the timfrtgeir decision to purchase our PV products. Tharebe no
assurance that our customers or end-users wilbleeta obtain financing on a timely basis or orsable terms,
which could have a negative impact on their denfandur products. Rising interest rates may mak#ffitcult for
end-users to finance the cost of PV systems andftire reduce the demand for our PV products aridéat to a
reduction in the average selling price of our Pudurcts. A protracted disruption in the ability efra@ustomers to
obtain financing could lead to a significant redioetin future orders for our PV products, whichtumn could have a
material adverse effect on our business, finargabition and results of operations.

The average selling price of our PV products mayntiaue to decrease.

Beginning in the fourth quarter of 2008, demandRdtproducts had decreased, but the supply of Bdymts
has increased significantly as many manufactureP3/gproducts worldwide, including our company, bangaged
in significant production capacity expansion inenettyears. As a result, this state of over supplyresulted in
reductions in the prevailing market prices of PWddarcts as manufacturers have reduced their avesdlifgg prices
in an attempt to obtain sales. The average sqflifng of our PV modules per watt decreased from RBIBO in
2007 to RMB26.77 in 2008 and to RMB15.27 in 2008e Bverage selling price of our PV modules (exclgdtV
module processing) in the nine months ended Seee&th 2010 was RMB11.63 (US$1.73) per watt. Oupnafit
margin decreased from a positive margin of 6.2%007 to a negative margin of 5.7% in 2008 andnegative
margin of 3.8% in 2009. Our net profit margin ire thine months ended September 30, 2010 was 7.18w@vdrage
selling prices of our PV products may decline farttwhich could cause our sales and/or our pradditgims to
decline and have a material adverse effect on osinbss, financial condition, results of operatiand prospects.

As silicon supply increases, the corresponding iease in the global supply of PV modules may advigraéfect
our ability to increase our maintain market share.

Silicon is an essential raw material used in thfelpction of solar cells and modules. Prior to mi&, there
was an industry-wide shortage of silicon. Increasdbke price of silicon have in the past increasadproduction
costs, and any significant price increase in therumay adversely impact our business and restitiperations.
Due to the historical scarcity of silicon, supphain management and financial strength were thébkeyers to
entry. In late 2008 and 2009, however, newly abégailicon capacity has resulted in an increasgaly of silicon,
which resulted in downward pressure on the pricglwfon. However, we cannot assure you that theepof
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silicon will continue to decline or remain at itsreent levels, especially if the global solar powearket regains its
growth momentum. As the shortage of silicon easesistry barriers to entry become less significard the PV
market may become more competitive. If we fail bopete successfully, our business may suffer anthayelose
or be unable to gain market share and our finaoiatlition and results of operations may be mdtgréend
adversely affected. Such price reductions coule lsmegative impact on our revenues and net incante,
materially and adversely affect our business andlt® of operations.

The reduction or elimination of government subsidi@and economic incentives for on-grid solar energy
applications could have a material adverse effentaur business and prospects.

We believe that the near-term growth of the mafieton-grid” applications, where solar energy &ed to
supplement a customer’s electricity purchased fitwerelectric utility, depends in large part on évailability and
size of government subsidies and economic incesitike a portion of our sales is in the on-grid nedrkhe
reduction or elimination of government subsidied anonomic incentives may hinder the growth of thaket or
result in increased price competition, which codédrease demand for our products and reduce oemnueyv

The cost of solar energy currently exceeds theafgsdwer furnished by the electric utility grid many
countries. As a result, federal, state and locabgumental bodies in many countries, most notaldyn@&ny, Spain,
Italy, the United States, Australia, Korea, Fraand the Czech Republic, have provided subsidiesaodomic
incentives in the form of rebates, tax credits atieer incentives to end users, distributors, sysieegrators and
manufacturers of PV products to promote the usslar energy in on-grid applications and to rediegendency
on other forms of energy. Certain of these govemtraeonomic incentives are set to be reduced arydomaeduce
further, or eliminated. For instance, in 2009, @erman government reduced solar feed-in tariff@%y In July
2010, the government of Germany reduced feed-ifisdéor rooftop installations, ground-mounted ialtions on
commercial land and ground-mounted installationsamverted land by 13%, 12% and 8%, respectivedgiining
in October 2010, each category of feed-in tariff & reduced by a further 3%. Installations on@gtural land are
ineligible for incentives. In 2007, 2008, 2009 dhd nine months ended September 30, 2010, Gerntzoyated
for 49.9%, 53.3%, 70.6% and 65.3% of our net reesntespectively. In addition, political changes iparticular
country could result in significant reductions timgnations of subsidies or economic incentiveedgiic utility
companies that have significant political lobbyjmmvers may also seek changes in the relevant ddigislin their
markets that may adversely affect the developmediicammercial acceptance of solar energy. The tiexfuor
elimination of government subsidies and econontemives for on-grid solar energy applications eesly those
in our target markets, could cause demand for cadlyrts and our net revenues to decline, and havaterial
adverse effect on our business, financial conditiesults of operations and prospects.

Our ability to adjust our raw material costs may bmited as a result of our entering into multi-yeaupply
agreements with many of our silicon and silicon veafsuppliers, and it may be difficult for us to neend in a
timely manner to rapidly changing market conditionghich could materially and adversely affect ounst of
revenues and profitability.

Prior to mid-2008, there was an industry-wide stgetof silicon-related materials including silicsiticon
wafers and PV cells, which resulted in significertreases in the prices of these raw materialsetoire an
adequate and timely supply of silicon-related makeduring the earlier periods of supply shortage entered into
a number of multi-year supply agreements. The pricehese agreements were generally pre-determtimedome
of these agreements provided for adjustments inespent years to reflect changes in market comditio through
mutual agreement. Since the fourth quarter of 28@8market prices for silicon-related materialgehbeen
decreasing significantly. Spot market prices dtsii-related materials have fallen below the prizeshave
contracted for with our long-term suppliers andtoared to decline in 2009. The rapid declines i phices of
silicon-related materials coupled with decreasedeimand for PV products have hampered our abdifyass on to
our customers the cost of our raw materials whiehewprocured at higher prices during the earlieiopgs of supply
shortage. Our write-down of inventories increagedifRMB0.8 million in 2007 to RMB413.8 million in0®8, then
decreased to RMB282.6 million in 2009. Our inveptarite-downs amounted to RMB99.2 million
(US$14.8 million) in the nine months ended Septan30e 2010.
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Due to the significant decrease in prices of silicelated materials, we re-negotiated most of aigtiag multi-
year supply agreements. Currently, the pricing $eofithese mul-year agreements are generally subject to review
either periodically or upon significant changepiites on the spot market. While we have obtaieedced prices
and other concessions from our suppliers, we caasgire you that we will be able to obtain redyméces from all
of our suppliers in the future. If the prices dicgin-related materials continue to decrease irfuhge and we are
unable to re-negotiate the prices of our existindtinyear supply agreements, we may not be ab&sljost our
materials costs, and our cost of revenues coutddterially and adversely affected. In addition, phiees of our
other raw materials are also subject to markee®teyond our control. If the prices of these n@emncrease in
the future, our cost of revenues could be matgraiid adversely affected.

Furthermore, other PV module manufacturers mayblteta purchase silicon-related materials on thw sp
market at lower prices than those we have contidotewith our suppliers. We expect our commitments
connection with our multi-year supply agreement$ eagntinue to be significant. In the event we anable to
re-negotiate or fulfill our obligations under owpply agreements, we may be subject to significam@ntory
build-up and may be required to make further inggntvrite-downs and provision for these commitmemniich
could have a material adverse effect on our busjrf#mncial condition, results of operations anospects. If the
prices we pay for silicon-related materials araiigantly higher than the prices paid by our comitpes, our
competitive cost advantage of producing modulesdcdecrease. Our inability to reduce a key manufang cost tc
the same degree as our competitors could adveaffelst our ability to price our products compe#tiiy and our
profit margins.

We may be subject to legal, administrative or otlpeoceedings in connection with the multi-year supp
agreements we entered into previously and such peatings can be both costly and time consuming araym
significantly divert the efforts and resources ofiomanagement personnel.

During the course of renegotiation of some of théthyear supply agreements we entered into preshiouve
may be subject to legal, administrative or oth@cpedings if mutual agreement cannot be reacheeebatus and
our suppliers. For example, on June 8, 2009, JidrgK Solar Hi-Tech Co., Ltd., or LDK, one of ouugpliers of
silicon wafers, submitted an arbitration requesh®aShanghai Arbitration Commission, alleging tivathad failed
to perform under the terms of a long-term supphkeament of contract value of approximately RMB8G0iom,
seeking to enforce our performance and claimingrfonetary relief. We are in arbitration with resptecthe allege
breaches and expect the arbitration to be conclbglétle end of 2010. There is no assurance thatilwbe able to
successfully defend or resolve such legal or adstrtive proceedings in the near future or atSalch legal and
administrative proceedings can be both costly &nd tonsuming and may significantly divert the efand
resources of our management personnel. If thearyisadverse judgments, our financial conditionulitesof
operations and liquidity could be materially andersely affected.

Prepayments we have provided to our silicon anitsih wafer suppliers expose us to the credit risfsuch
suppliers and may increase our costs and expensgich could in turn have a material adverse effemt our
liquidity.

Most of our multi-year supply agreements that wiersd into during the earlier periods of supplyruge
required us to make prepayments of a portion ofdta contract price to our suppliers without tigaey collateral
for such prepayments. As of December 31, 2007, 22089 and September 30, 2010, we had advanced
RMB640.1 million, RMB1,145.6 million, RMB979.8 mitin and RMB1,246.3 million (US$186.3 million),
respectively, to our suppliers. In 2008, 2009 drertine months ended September 30, 2010, we retargeovisiol
of RMB42.0 million, RMB234.7 million and RMBO.1 nfitn (US$0.01 million), respectively, for doubtful
collection of advances to suppliers due to nonguaréince by some of our suppliers, which resultetién
prepayments we made to these suppliers being c&edas unrecoverable. Our claims for such paysere
unsecured claims, which expose us to the credi 0§ our suppliers in the event of their insolwec bankruptcy.
Our claims against the defaulting suppliers woaldkrbelow those of secured creditors, which wouldesimine ou
chances of obtaining the return of our prepayméhnssich suppliers fail to fulfill their deliveryldigations under th
contracts, our financial condition, results of aguEmns and liquidity could be materially and adedysaffected.
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Evaluating our business and prospects may be diffidoecause of our limited operating history, andiiopast
results may not be indicative of our future perfoance.

There is limited historical information availableaut our company upon which you can base your atialu of
our business and prospects. We began operatighiggnst 2004 and shipped our first PV modules andiat PV
cells in February 2005 and November 2005, respagtivith the rapid growth of the PV industry priorthe fourtl
quarter of 2008, our business has grown and evavedapid rate. As a result, our historical opegaresults may
not provide a meaningful basis for evaluating cusibess, financial performance and prospects anthayenot be
able to achieve a similar growth rate in futureiqés, particularly in light of the significant ecamic volatility in
recent months in our target markets. Therefore,sfmuld consider our business and prospects indigthne risks,
expenses and challenges that we will face as a @oynwith a relatively short operating history icampetitive
industry seeking to develop and manufacture newlymts in a rapidly growing market, and you showtinely on
our past results or our historic rate of growttaasndication of our future performance.

Our future success substantially depends on ourliépito manage our production effectively and tochgce our
manufacturing costs. Our ability to achieve suchae is subject to a number of risks and uncertaidi

Our future success depends on our ability to maonag@roduction and facilities effectively and &xluce our
manufacturing costs. Our efforts to reduce our rfesturing costs include lowering our silicon anditiary
material costs, improving manufacturing producgivaihd processes, and improving product qualitwdfare unable
to achieve these goals, we may be unable to dexmeascosts per watt, to maintain our competitigsifon or to
improve our profitability. Our ability to achievech goals is subject to significant risks and utaeties, including:

 our ability to re-negotiate our existing mu-year supply agreemen

« our ability to maintain our quality level and keggqce with changes in technolog

« our ability to adjust inventory levels to respondapidly changing market dematr

« delays in obtaining or denial of required appro®iselevant government authorities; ¢
« diversion of significant management attention atiebpresources to other matte

If we are unable to establish or successfully mak@ovements to our manufacturing facilities oréduce our
manufacturing costs, or if we encounter any ofribles described above, we may be unable to impoovéusiness
as planned.

We depend on a limited number of customers for glhpercentage of our revenue and the loss of, or a
significant reduction in orders from, any of thesmistomers, if not immediately replaced, would sifigantly
reduce our revenue and decrease our profitability.

We currently sell a substantial portion of our PAdducts to a limited number of customers. Our fargest
customers accounted for an aggregate of 43.0%%53%3.7% and 56.9% of our net revenues in 20073 22009
and the nine months ended September 30, 2010 ctasgg. Our largest customer in 2007, 2008, 2008 the nine
months ended September 30, 2010 accounted for 128%29, 40.6% and 37.3% of our net revenues of the
respective period. Most of our large customerdarated in Europe, particularly in Germany, Itdhgrtugal and th
Czech Republic. The loss of sales to any one afetleeistomers would have a significant negative anpa our
business. Sales to our customers are mostly maakgi non-exclusive arrangements. Due to our degresedon a
limited number of customers, any one of the follogvevents may cause material fluctuations or deslin our
revenue and have a material adverse effect onmamdial condition and results of operations:

* reduction, delay or cancellation of orders from onenore of our significant custome
« selection by one or more of our significant digitiir customers of our competit’ products;

* loss of one or more of our significant custosnend our failure to identify additional or repacent
customers
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¢ any adverse change in the bilateral or mudtik trade relationships between China and Europeantries,
particularly Germany; an

« failure of any of our significant customers to maieely payment for our product

We expect our operating results to continue to déms sales to a relatively small number of custenfar a
high percentage of our revenue for the foresedahblee, as well as the ability of these customersetl PV product
that incorporate our PV products.

We enter into framework agreements with many ofaustomers that set forth our customers’ purchasésg
and the general conditions under which our salesabe made. However, such framework agreemeatsrdy
binding to the extent a purchase order for a sjpeaifiount of our products is issued. In additicertain key sales
terms of the framework agreements may be adjusted fime to time. In addition, we have in the pzest to re-
negotiate some of our framework agreements dueetdisagreements with our customers relating tovdihémes,
delivery schedules and pricing terms containedichsagreements. However, it may not always be irbest
interests to re-negotiate our framework agreemmmdsdisagreements on terms may escalate into falis@lites
that could cause us to experience order canceiato harm our reputation.

Furthermore, our customer relationships have beeeldped over a short period of time. We cannatdr&ain
that these customers will generate significant meeefor us in the future or if these customer reteships will
continue to develop. If our relationships with @msers do not continue to develop, we may not be tbéxpand
our customer base or maintain or increase our mestoand revenue.

Our dependence on a limited humber of suppliers osubstantial majority of silicon-related matergimay
prevent us from delivering our products in a timetyanner to our customers in the required quantitjeshich
could result in order cancellations, decreased reue and loss of market share.

In 2007, 2008, 2009 and the nine months ended Béyete30, 2010, our five largest suppliers supplieithe
aggregate 59.0%, 42.0%, 51.6% and 56.5%, respBgtofeour total silicon and silicon wafer purchas# we fail
to develop or maintain our relationships with theseur other suppliers and we are unable to oliteee materials
from alternative sources in a timely manner or ommercially reasonable terms, we may be unableatoufacture
our products, in a timely manner or at a reasonatg, or at all, and as a result, we may not e tabdeliver our
products to our customers in the required quastifie competitive prices and on acceptable terndelbfery.
Problems of this kind could cause us to experi@mder cancellations, increased manufacturing cdsiseased
revenue and loss of market share. In addition, sainoeir suppliers have a limited operating histang limited
financial resources, and the contracts we entertedwith these suppliers do not clearly provideddequate
remedies to us in the event any of these supp$ierst able to, or otherwise does not, deliveg timely manner or
at all, any materials it is contractually obligatedieliver. Some of our major silicon wafer supgifailed to fully
perform on their silicon wafer supply commitmerdsis where there was an industry-wide shortagdiodis and
silicon wafers. As a result, we did not receivecdithe contractually agreed quantities of silizeafers from these
suppliers. We cannot assure you that we will npiegience similar or additional shortfalls of siliceelated
materials from our suppliers in the future or tathe event of such shortfalls, we will be alddihd other silicon
suppliers to satisfy our production needs. Anyufision in the supply of silicon wafers to us mayadely affect
our business, financial condition and results arafions.

Our failure to obtain sufficient quantities of sition-related materials in a timely manner could digyt our
operations, prevent us from operating at full capgcor limit our ability to expand as planned, whicwould
reduce, and limit the growth of, our manufacturingutput and revenue.

We depend on the timely delivery by our supplidrsikicon-related materials in sufficient volumémtil mid-
2008, there was an industry-wide shortage of silicglated materials. While we do not believe a lsimindustry-
wide shortage of silicon-related materials willaecur in the short term because of current maneditions and th
expansion of silicon and silicon wafer manufactgrimpacity in recent years, we cannot assure \atunthrket
conditions will not again rapidly change or we waillvays obtain sufficient quantities of siliconatdd materials in
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a timely manner. We may experience actual shortafysiicon-related materials or late or failedidety for the
following reasons:

« the terms of our silicon and silicon wafer contsagith, or purchase orders to, our suppliers magltazed o
cancelled as a result of our ongoin-negotiations with ther

« there are a limited number of silicon andcsili wafer suppliers, and many of our competitoss alurchase
silicon-related materials from these suppliers exay have longer and stronger relationship withehes
suppliers than we dt

« some of our silicon and silicon wafer supgido not manufacture silicon themselves, but imspeaichase
their requirements from other vendors. It is pdssibat these suppliers will not be able to obtaifficient
silicon or silicon wafers to satisfy their contnaak obligations to us; ar

« our purchase of silicon-related materialauisject to the business risk of our suppliers, aneare of which
may go out of business for any one of a numbeea$ons beyond our control in the current economic
environment

If we fail to obtain delivery of silicon-related tegials in amounts and according to time schedhlaswe
expect, we may be forced to reduce production, vhiitl adversely affect our revenues. Our failuweobtain the
required amounts of silicon-related materials aretand at commercially reasonable prices couldtantially limit
our ability to meet our contractual obligationgdtdiver PV products to our customers. Any failuyeus to meet
such obligations could have a material adverseeffe our reputation, retention of customers, miaskare,
business and results of operations and may suligetct claims from our customers and other disputes.

We currently have a significant amount of debt otaading. Our substantial indebtedness may limit oiuture
financing capabilities and could adversely affeatrobusiness, financial condition and results of ofions.

The principal amount of our total bank borrowinggstanding was RMB874.8 million and RMB1,150.5 o
(US$172.0 million) as of December 31, 2009 and &aper 30, 2010, respectively, of which RMB404.8iol anc
RMB748.0 million (US$111.8 million), respectivelwas short-term bank borrowings. In addition, we had
US$172.5 million principal amount of convertiblertats, with fair value of RMB658.7 million and
RMB928.4 million (US$138.8 million), outstanding asDecember 31, 2009 and September 30, 2010, cteply.
Our debt could have a significant impact on ouufetoperations and cash flow, including:

« making it more difficult for us to fulfill papent and other obligations under our outstandirig, decluding
repayment of our long- and short-term credit ftie#i should we be unable to obtain extensionsrgrsaich
facilities before they mature, as well as our ddtiigns under our convertible bon

« triggering an event of default if we fail toraply with any of our payment or other obligatiamtained in
our debt agreements, which could result in cro$audis causing all or a substantial portion of dabt to
become immediately due and payal

* reducing the availability of cash flow to fumarking capital, capital expenditures, acquisii@md other
general corporate purposes, and adversely affectingbility to obtain additional financing for ge
purposes

« potentially increasing the cost of any additioriaahcing; anc

e putting pressure on our ADS price due to comeef our inability to repay our debt and makihgore
difficult for us to conduct equity financings inetltapital markets

Our ability to meet our payment and other obligasionder our outstanding debt depends on ouryatulit
generate cash flow in the future or to refinanaghsilebt. We may not be able to generate sufficgash flow from
operations to enable us to meet our obligationguodr outstanding debt and to fund other liquidieeds. If we ai
not able to generate sufficient cash flow to meehsbligations, we may need to refinance or resiire our debt,
to sell our assets, to reduce or delay our caipit@stments, or to seek additional equity or defarfcing. We
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cannot assure you that future financing will beilabde in amounts or on terms acceptable to we, &l. In addition
the incurrence of additional indebtedness wouldltés increased interest rate risk and debt sereigligations, and
could result in operating and financing covenahé tould further restrict our operations and lioit ability to
obtain the financing required to fund future capitgpenditures and working capital. As a result, ahility to plan
for, or react effectively to, changing market cdiwtis may be adversely and materially affected.

We require a significant amount of cash to fund ooperations as well as meet future capital requirents. If
we cannot obtain additional capital when we needatr growth prospects and future profitability maye
materially and adversely affected.

We typically require a significant amount of castiund our operations. We also require cash geyammeet
future capital requirements, which are difficultian in the rapidly changing PV industry. The pijpal amount of
our total bank borrowings outstanding was RMB8#ifion and RMB1,150.5 million (US$172.0 millionkaf
December 31, 2009 and September 30, 2010, reselyctiVe cannot assure you that future financing bl
available on satisfactory terms, or at all. Outibio obtain external financing in the futuresigsbject to a variety of
uncertainties, including:

« our future financial condition, results of operascand cash flow:
« general market conditions for financing activitgsmanufacturers of PV and related products;
» economic, political and other conditions in the P& elsewhere in the worl

If we are unable to obtain necessary financingtimaly manner or on commercially acceptable teronst all,
our growth prospects and future profitability magctease materially.

We face risks associated with the marketing, distion and sale of our PV products internationallgnd if we
are unable to effectively manage these risks, oyp@nsion may be materially and adversely affected.

A substantial majority of our revenue has been geed by sales to customers outside of China. Térketing.
distribution and sale of our PV products overseg®se us to a number of risks, including:

« fluctuations in currency exchange rates ofuiih®. dollar, Euro and other foreign currenciesragfehe
Renminbi;

« difficulty in engaging and retaining distrilous and agents who are knowledgeable about, anflination
effectively in, overseas marke

« increased costs associated with maintaining manggethd sales activities in various countr

« difficulty and costs relating to compliancethviifferent commercial and legal requirementshia t
jurisdictions in which we offer our produc

« inability to obtain, maintain or enforce intelleatiproperty rights; an

« trade barriers, such as export requiremeatifs, taxes and other restrictions and expenshkih could
increase the prices of our products and make gclampetitive in some countrie

If we are unable to effectively manage these riskis,ability to conduct or expand our business atinwould
be impaired, which may in turn have a material aslveffect on our business, financial conditiosyhes of
operations and prospects.

Changes in international trade policies and intertianal barriers to trade may adversely affect oubility to
export our products worldwide.

As our manufacturing facility and some of our castos are located in China, we and our customershaay
affected by any claims of unfair trade practicest tire brought against the PRC government thrdugimtposition
of tariffs, non-tariff barriers to trade or otheade remedies. On September 9, 2010, the United Bterkers filed a
petition with the United States Trade Represergativ USTR, alleging the PRC government has engageudifair
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trade policies and practices with respect to cerdaimestic industries, including the solar powelustry.
Subsequently, USTR initiated an investigation urfsiection 301 of the 1974 Trade Act, which is ongas of the
date of this prospectus. Although we believe wé mat be directly affected by the results of thigastigation, there
can be no assurance that any government or intenaatrade body will not institute adverse traadiqgies or
remedies against exports from China in the futArgs significant changes in international trade piel, practices
trade remedies, especially those instituted intarget markets or markets where our major customrerfocated,
could increase the price of our products comparexit competitors or decrease our customers’ derfaaralir
products, which may adversely affect our businesspects and results of operations.

If we are unable to compete in the highly compet&@iPV market, our revenue and profits may decreasd we
may lose market share.

The PV market is very competitive. We face compmtifrom a number of PV manufacturers, including
domestic, foreign and multinational corporationse Wélieve that the principal competitive factorshia markets for
our products are:

« manufacturing capacit

» power efficiency

 product offerings and quality of produc

* price;

« strength of supply chain and distribution netwt
+ aftel-sales services; ar

< brand name recognitio

Many of our current and potential competitors hlwveyer operating histories, access to larger custdrases
and resources and significantly greater econonfissale than we do. In particular, many of our cetitprs are
developing and manufacturing solar energy prodoated on new technologies that may ultimately ltasts
similar to, or lower than, our projected costsatidition, our competitors may be able to respondengaickly to
changing customer demands or devote more resouar¢es development, promotion and sales of theidpcts tha
we can. Furthermore, competitors with more diverdiproduct offerings may be better positioned iihstand a
decline in the demand for PV products. Some ofcaunpetitors have also become vertically integratéth
businesses ranging from upstream silicon wafer fi@&twring to solar power system integration. péssible that
new competitors or alliances among existing conqaticould emerge and rapidly acquire significaatkat share,
which would harm our business. For instance, ségeraiconductor manufacturers have already annabiinesr
intention to commence production of PV cells andrRdtules. If we fail to compete successfully, ousihess
would suffer and we may lose or be unable to gainket share and our financial condition and resafltsperations
would be materially and adversely affected.

In addition, the PV market in general competes witier sources of renewable energy as well as coiovel
power generation. If prices for conventional anteotrenewable energy resources decline, or if thesmurces enijc
greater policy support than solar power, the PVketaand our business and prospects could be mijtennl
adversely affected.

Our profitability depends on our ability to resportd rapid market changes in the PV industry, incling) by
developing new technologies and offering additioqabducts and services.

The PV industry is characterized by rapid changedhe diversity and complexity of technologies,quats and
services. In particular, the ongoing evolutionaxftinological standards requires products with imgddeatures,
such as more efficient and higher power outputiammtoved aesthetics. As a result, we expect thavileneed to
develop, or obtain access to, advances in techiesl@y a continuous basis in order for us to redporcompetitive
market conditions and customer demands. In additidnances in technologies typically lead to

S-17




Table of Contents

declining average selling prices for products usittgr technologies or make our current produdts ®mpetitive
or obsolete. As a result, the profitability of agiyen product, and our overall profitability, magalease over time.

In addition, we will need to invest significant éincial resources in research and development totamaiour
competitiveness and keep pace with technologicaracks in the PV industry. However, commercial ptarece by
customers of new products we offer may not occtine@rate or level expected, and we may not betable
successfully adapt existing products to effectivaeigd economically meet customer demands, thus impahe
return from our investments. We may also be requireder the applicable accounting standards togréze a
charge for the impairment of assets to the extanegisting products become uncompetitive or olisplar if any
new products fail to achieve commercial acceptaAog.such charge may have a material adverse effeour
financial condition and results of operations.

Moreover, in response to the rapidly evolving ctinds in the PV industry, we started to expandhusiness
downstream to provide system integration productsservices in 2010. This expansion requires Sigant
investment and management attention from us, anarevékely to face intense competition from comparthat
have extensive experience and well-establishechbssés and customer bases in the system integsatitor. We
cannot assure you that we will succeed in expandimgusiness downstream. If we are not able toghguality
products and services to market in a timely and-efiective manner and successfully market and Be#i¢ product
and services, our ability to continue penetrathmg PV market, as well as our results of operatantsprofitability,
will be materially and adversely affected.

Our future success also depends on our ability taka strategic acquisitions and investments and stablish
and maintain strategic alliances, and failure to dm could have a material adverse effect on our ketr
penetration, revenue growth and profitability. Indalition, such strategic acquisitions, alliances ami/estments
themselves entail significant risks that could metdly and adversely affect our business.

We are pursuing expansion into PV system integna@rvices through our subsidiary, Shanghai Linyaoigr
Technology Co., Ltd., or Shanghai Linyang, and vay mpursue upstream silicon feedstock sourcing trou
strategic partnerships and investments in the édutite may also establish strategic alliances \hitid pparties in the
PV industry to develop new technologies and to egpzur marketing channels. These types of trarmactiould
require that our management develop expertisevnareas, make significant investments in reseamnch a
development, manage new business relationshipattiadt new types of customers. They may also requi
significant attention from our management, whichlddave a material adverse effect on our abitityneanage our
business. We may also experience difficulties iratgg acquisitions and investments into our exgtiusiness and
operations and retaining key technical and manalgeeirsonnel of acquired companies.

Strategic acquisitions, investments and alliancdls third parties may be expensive to implement eould
subject us to a number of risks, including risksoagated with sharing proprietary information aaslsl of control of
operations that are material to our business. Wieasaume unknown liabilities or other unanticipaggdnts or
circumstances through acquisitions and investméfdseover, strategic acquisitions, investments atidnces
subject us to the risk of non-performance by a tenparty, which may in turn lead to monetary logbeas
materially and adversely affect our business. Assalt, we may not be able to successfully maké strategic
acquisitions and investments or to establish grataliances with third parties that will provelie effective or
beneficial for our business. Any difficulty we faitethis regard could have a material adverse effe@ur market
penetration, results of operations and profitailit

Problems with product quality or product performaacould result in a decrease in customers and rayen
unexpected expenses and loss of market share. laitaah, product liability claims against us couldesult in
adverse publicity and potentially significant moraey damages.

Our PV products are typically sold with a two teefiyear unlimited warranty for technical defects, a
10-year limited warranty against declines of gretitan 10%, and a 20 to 25-year limited warrantiagt declines
of greater than 20%, in their initial power genienatcapacity. Since our products have been in oiserfly a
relatively short period, our assumptions regardiegdurability and reliability of our products magt be accurate.
We
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consider various factors when determining the ilil@d of product defects, including an evaluatibour quality
controls, technical analysis, industry informat@mncomparable companies and our own experiencef As
December 31, 2007, 2008, 2009 and September 30, 20t accrued warranty costs for the two to fiearng
warranty against technical defects totaled RMB2iillon, RMB48.6 million, RMB73.5 million and
RMB121.8 million (US$18.2 million), respectively.né increase in the defect rate of our products ditrease
the amount of our warranty costs and we may no¢ laalequate warranty provision to cover such wayreosts,
which would have a negative impact on our resultgperations.

In addition, we purchase silicon-related matergald other components that we use in our produais third
parties. Unlike PV modules, which are subject tdate uniform international standards, silicon-tethmaterials
generally do not have uniform international staddaand it is often difficult to determine whetlpeoduct defects
are caused by defects in silicon, silicon waferetber components of our products or caused by o#asons. Even
assuming that our product defects are caused legidah raw materials, we may not be able to recouewarranty
costs from our suppliers because the agreemengnteead into with our suppliers typically contamar only
limited warranties. The possibility of future praddailures could cause us to incur substantiakesp to provide
refunds or resolve disputes with regard to warrataims through litigation, arbitration or other ams, or damage
our market reputation and cause our sales to declin

As with other PV product manufacturers, we are egpao risks associated with product liability aiaiif the
use of the PV products we sell results in injusatth or damage to property. We cannot predict vengttoduct
liability claims will be brought against us in theure or the effect of any resulting negative ity on our
business. See ““We have limited insurance coverage and may in@agee resulting from product liability claims
business interruptions.”

If PV technology is not suitable for widespread aatmn, or sufficient demand for PV products doestrdevelof
or takes longer to develop than we anticipated, safes may not continue to increase or may evenidecand
our revenue and profitability would be reduced.

The PV market is at a relatively early stage ofalegment and the extent to which PV products vélMadely
adopted is uncertain. Furthermore, market datharPl industry are not as readily available asdho®ther more
established industries, where trends can be askexse reliably from data gathered over a longeiogeof time. If
PV technology, in particular the type of PV teclogyl that we have adopted, proves unsuitable foesygdead
adoption or if demand for PV products fails to depesufficiently, we may not be able to grow ousimess or
generate sufficient revenue to sustain our prdfitgbln addition, demand for PV products in oargeted markets,
including China, may not develop or may develop tesser extent than we anticipated. Many factayg affect the
viability of widespread adoption of PV technologydademand for PV products, including:

« cos-effectiveness of PV products compared to conveatiand other nc-solar energy sources and produ

« performance and reliability of PV products gared to conventional and other non-solar energyces and
products;

« availability of government subsidies and irtoers to support the development of the PV industrgther
energy resource industrie

« success of other alternative energy generatiomt#ogies, such as fuel cells, wind power and bi@y

« fluctuations in economic and market condititimet affect the viability of conventional and nsolar
alternative energy sources, such as increasesoga$es in the prices of oil and other fossil fu

 capital expenditures by end users of PV prigjwehich tend to decrease when the overall ecorglaws
down; anc

« deregulation of the electric power industry andliheader energy industr
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One of our existing shareholders has substantiaflirence over our company and its interests may het
aligned with the interests of our other shareholder

Hanwha Solar owns 49.99% of our outstanding shapéal, taking into account the previously agresdiance
of an additional 14,407,330 ordinary shares to Hem®olar at par value. Pursuant to a shareholdeeagent
between Hanwha Solar and our company dated Septeip2010, Hanwha Solar has the right to desigtiaiee
directors to our board and veto major corporatmast Hanwha Solar has substantial influence ouebasiness,
including decisions regarding mergers, consolidetiand the sale of all or substantially all of assets, election of
directors and other significant corporate actidrigs concentration of ownership may discourageaylel prevent a
change in control of our company, which could depour shareholders of an opportunity to receipeeanium for
its shares as part of a sale of our company anttmégluce the price of our ADSs. In addition, withthe consent
of Hanwha Solar, we could be prevented from engeinito transactions that could be beneficial toHenwha Solar
may cause us to take actions that are opposechky sthareholders as its interests may differ friooseé of other
shareholders.

Existing regulations and policies governing the eteicity utility industry, as well as changes togelations and
policies affecting PV products, may adversely atffdemand for our products and materially reduce our
revenue and profits.

The electric utility industry is subject to extersregulation, and the market for PV products &vilg
influenced by these regulations as well as thecigsipromulgated by electric utilities. These ragjohs and policie
often affect electricity pricing and technical irdennection of end-user power generation. As theketdor solar
and other alternative energy sources continue abveythese regulations and policies are being fimatland may
continue to be modified. Customer purchases diner investment in research and developmergagr and
other alternative energy sources may be signifigaftected by these regulations and policies, Witould
significantly reduce demand for our products andenialy reduce our revenue and profits.

Moreover, we expect that our PV products and tinsiallation will be subject to oversight and regjidn in
accordance with national and local ordinancesirglab building codes, safety, environmental protet utility
interconnection and metering and related mattevaiious countries. We also have to comply withrdguirements
of individual localities and design equipment tongly with varying standards applicable in the jdigsions where
we conduct business. Any new government regulatonsility policies pertaining to our PV productsay result in
significant additional expenses to us, our distdbsiand end users and, as a result, could casigaificant
reduction in demand for our PV products, as welhaserially and adversely affect our financial cibind and
results of operations.

The lack or inaccessibility of subsidies or finamgj for off-grid solar energy applications could caa our sales
to decline.

Our products are used for “off-grid” solar energyplications in developed and developing countridsre
solar energy is provided to end users independeant electricity transmission grid. In some cowsgrigovernment
agencies and the private sector have, from tintiente, provided subsidies or financing on prefeterths for rural
electrification programs. We believe that the afality of financing could have a significant effemn the level of
sales of off-grid solar energy applications, paifticly in developing countries where users mayhaste sufficient
resources or credit to otherwise acquire PV systémegisting subsidies or financing programs féfegrid solar
energy applications are eliminated or if financhegomes inaccessible, the growth of the marketffegrid solar
energy applications may be materially and advera#gcted, which may cause our sales to decline.

Our failure to protect our intellectual property ghts may undermine our competitive position, antigation to
protect our intellectual property rights may be dlys

We rely primarily on patents, trademarks, tradeetsccopyrights and other contractual restrictimngrotect
our intellectual property. Nevertheless, theserdffinly limited protection and the actions we té&k@rotect our
intellectual property rights may not be adequatedrticular, implementation of PRC intellectuabjperty-related
laws has historically been lacking, primarily besawf ambiguities in the PRC laws and difficulties
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enforcement. Accordingly, intellectual propertyhig and confidentiality protections in China may be as
effective as in the United States or other coustilicing unauthorized use of our proprietarjhteogies can be
difficult and expensive. In addition, litigation gnhe necessary to enforce our intellectual propegtyts, protect ot
trade secrets or determine the validity and scépleeoproprietary rights of others. We also caragsure you that
the outcome of any such litigation would be in tawor. An adverse determination in any such lifigawill impair
our intellectual property rights and may harm ousibess, prospects and reputation. Furthermoresaty litigatior
may be costly and may divert management attenti@ydrom our business as well as require us to mc@eher
resources. We have no insurance coverage agdigatitn costs and would have to bear all costsragifrom such
litigation to the extent we are unable to recoemt from other parties. The occurrence of any effthiegoing
could have a material adverse effect on our busjrigmncial condition and results of operations.

We may be exposed to infringement or misappropdattclaims by third parties, particularly in jurisditions
outside China which, if determined adversely agdins, could disrupt our business and subject us to
significant liability to third parties, as well akave a material adverse effect on our financial atition and
results of operations.

Our success depends, in large part, on our akbilityse and develop our technologies and know-hawout
infringing the intellectual property rights of ttiparties. As we continue to market and sell oodpcts
internationally, and as litigation becomes more gmn in the PRC, we face a higher risk of beingsihigiect of
claims for intellectual property infringement, aslixas having indemnification relating to othertpes’ proprietary
rights held to be invalid. Our current or potentiampetitors, many of which have substantial resesiand have
made substantial investments in competing techiedognay have or may obtain patents that will pnéviémit or
interfere with our ability to make, use or sell @quoducts in the European Union, the PRC or otbhantries. The
validity and scope of claims relating to PV teclogyl patents involve complex, scientific, legal dactual questior
and analysis and, therefore, may be highly uncertaiaddition, the defense of intellectual prope&taims,
including patent infringement suits, and relateghleand administrative proceedings can be botHycast time
consuming, and may significantly divert the effatsl resources of our technical and managemeranpezk
Furthermore, an adverse determination in any stigation or proceeding to which we may become rypeould
cause us to:

e pay damage award

» seek licenses from third partie
e pay ongoing royalties

* redesign our products;

* be restricted by injunction

each of which could effectively prevent us fromguing some or all of our business and result incoistomers or
potential customers deferring or limiting their poiase or use of our products, which could havetanahadverse
effect on our financial condition and results otrgtions.

We may not be able to obtain sufficient patent mrction on the technologies embodied in the PV prottuwe
currently manufacture and sell, which could redu@air competitiveness and increase our expenses.

Although we rely primarily on trade secret laws aodtractual restrictions to protect the technaedn the P\
cells and PV modules we currently manufacture afidaur success and ability to compete in therkitmay also
depend to a significant degree on obtaining paiestection for our proprietary technologies. AdNufvember 8,
2010, we had 17 issued patents and 14 pendingtpgiphications in the PRC. We do not have, and mateappliec
for, any patents for our proprietary technologiatsime the PRC. As the protections afforded bypatents are
effective only in the PRC, our competitors and ott@mpanies may independently develop substantajlyvalent
technologies or otherwise gain access to our petgw technologies, and obtain patents for sudimigogies in
other jurisdictions, including the countries in winiwe sell our products. Moreover, our patent appilbns in the
PRC may not result in issued patents, and evémeyf tlo result in issued patents, the
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patents may not have claims of the scope we seelddition, any issued patents may be challengedlidated or
declared unenforceable. As a result, our presahfugnre patents may provide only limited protectfor our
technologies, and may not be sufficient to proidmpetitive advantages to us.

We depend on our key personnel, and our businesg growth may be severely disrupted if we lose their
services or fail to recruit new qualified personnel

Our future success depends substantially on thiénced services of some of our directors and keycatives.
If we lose the services of one or more of our quirckrectors and executive officers, we may noabke to replace
them readily, if at all, with suitable or qualifiedndidates, and may incur additional expensesdwit and retain
new directors and officers, particularly those vétkignificant mix of both international and Chibased PV
industry experience similar to our current direstand officers, which could severely disrupt ousibass and
growth. In addition, if any of our directors or exives joins a competitor or forms a competing pany, we may
lose some of our customers. Each of these direatad®xecutive officers has entered into an empéotragreeme
with us, which contains confidentiality and nooampetition provisions. However, if any disputeis@abetween the:
directors or executive officers and us, it is rege, in light of uncertainties associated with BReC legal system,
the extent to which any of these agreements caeilehtiorced in China, where all of these directoid executive
officers reside and hold some of their assets."SeRisks Related to Doing Business in ChinalJrcertainties wit
respect to the PRC legal system could have a rhgaiverse effect on usfurthermore, as we expect to continu
expand our operations and develop new productsyilveeed to continue attracting and retaining eigreced
management and key research and development petsonn

Competition for personnel in the PV industry in @is intense, and the availability of suitable godlified
candidates is limited. In particular, we competattoact and retain qualified research and devetsyimersonnel
with other PV technology companies, universitied eesearch institutions. Competition for thesevitlials could
cause us to offer higher compensation and othezfliein order to attract and retain them, whichlddhave a
material adverse effect on our financial conditoml results of operations. We may also be unataétiact or retai
the personnel necessary to achieve our businesstivais, and any failure in this regard could selyedlisrupt our
business and growth.

Any failure to achieve and maintain effective inteal control could have a material adverse effect oar
business, results of operations and the market praf our ADSs.

The SEC, as required by Section 404 of the Sarb@mésy Act of 2002, or the Sarbanes-Oxley Act, addp
rules requiring most public companies to includeanagement report on such company'’s internal cooer
financial reporting in its annual report, which t@ins management’s assessment of the effectiveridise
company'’s internal control over financial reportihg addition, when a company meets the SEC’sraitan
independent registered public accounting firm mepbrt on the effectiveness of the comparigternal control ove
financial reporting.

Our management and independent registered puldauating firm have concluded that our internal coint
over financial reporting as of December 31, 2008 wifective. However, we cannot assure you th#terfuture ou
management or our independent registered publimuating firm will not identify material weaknessasring the
Section 404 of the Sarbanes-Oxley Act audit prooegsr other reasons. In addition, because ofrtherent
limitations of internal control over financial reping, including the possibility of collusion or proper manageme
override of controls, material misstatements duertor or fraud may not be prevented or detected timely basis.
As a result, if we fail to maintain effective inted control over financial reporting or should wedmable to prevent
or detect material misstatements due to erroraudion a timely basis, investors could lose configdn the
reliability of our financial statements, which it could harm our business, results of operatimsnegatively
impact the market price of our ADSs, and harm eputation. Furthermore, we have incurred and ergeict
continue to incur considerable costs and to uggfgignt management time and other resources effant to
comply with Section 404 and other requirementhief$arbanes-Oxley Act.
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We have limited insurance coverage and may incusdes resulting from business interruptions or prax
liability claims.

We are subject to risk of explosion and fires, ighlly flammable gases, such as silane and nitrggsnare
generated in our manufacturing processes. Whilaave not experienced to date any explosion or tfee risks
associated with these gases cannot be compleislinated. In addition, a natural disaster suchH@sdfs or
earthquakes, or other unanticipated catastropl@ntsyincluding power interruption, telecommunicas failures,
equipment failures, explosions, fires, break-iasidrist attacks or acts or wars, could signifiadisrupt our ability
to manufacture our products and to operate ounkssi If any of our production facilities or maé¢equipment
were to experience any significant damage or donative might be unable to meet our production targed our
business could suffer. Although we have obtainesirtass interruption insurance, it may not be ablity cover
losses caused by the business interruption bedaseess interruption insurance available in Cloiffiers limited
coverage compared to that offered in many othentrims.

We are also exposed to risks associated with ptdiddodity claims in the event that the use of € products
we sell results in injury, death or damage to prgp®ue to limited historical experience, we arable to predict
whether product liability claims will be broughtaigst us in the future or the effect of any resgltadverse
publicity on our business. Moreover, we only hawgted product liability insurance and may not haekequate
resources to satisfy a judgment in the event afcaessful claim against us. The successful aseesfiproduct
liability claims against us could result in poteafiti significant monetary damages and require usaée significant
payments, which could materially and adverselyaféair business, financial condition and resultepdrations.

Any environmental claims or failure to comply witany present or future environmental regulations may
require us to spend additional funds and may magdiy and adversely affect our financial conditionna results
of operations.

We are subject to a variety of laws and regulatieteging to the use, storage, discharge and didpds
chemical by-products of, and water used in, ourufeaturing operations and research and developagtivities,
including toxic, volatile and otherwise hazardohsmicals and wastes. We are in all material respeatompliance
with current PRC environmental regulations to caridwr business as it is presently conducted. Algfnove have
not suffered material environmental claims in tastpfailure to comply with any present or futuegulations could
result in the assessment of damages or imposififinas against us, suspension of production agssation of our
operations. New regulations could also requireowactjuire costly equipment or to incur other sigaifit expenses.
Any failure by us to control the use of, or to adaigly restrict the discharge of, hazardous substaoould subject
us to potentially significant monetary damages famek or suspension of our business, as well asimamcial
condition and results of operations.

The use of certain hazardous substances, suchdsnevarious products is also coming under irgirggy
stringent governmental regulation. Increased enwirental regulation in this area could adverselyadotphe
manufacture and sale of solar modules that coieaithand could require us to make unanticipatedt@mwental
expenditures. For example, the European Union Bue002/96/EC on Waste Electrical and Electronic
Equipment, or the WEEE Directive, requires manufears of certain electrical and electronic equiptitere
financially responsible for the collection, recyd)i treatment and disposal of specified produasga on the
market in the European Union. In addition, Europgaion Directive 2002/95/EC on the Restriction o use of
Hazardous Substances in electrical and electrapipment, or the RoHS Directive, restricts the ofeertain
hazardous substances, including lead, in spegifieducts. Other jurisdictions are considering ashgpsimilar
legislation. Currently, we are not required undher WEEE or RoHS Directives to collect, recycle spdse any of
our products. However, the Directives allow forufiet amendments subjecting additional productsediinectives’
requirements. If, in the future, our PV productsdraee subject to such requirements, we may be edjtorapply
for an exemption. If we were unable to obtain aanegtion, we would be required to redesign our PMIpcts in
order to continue to offer them for sale within teropean Union, which would be impractical. Faltm comply
with the Directives could result in fines and p¢ieal inability to sell our PV products in the Epean Union,
competitive disadvantages and loss of net salesf ahich could have a material adverse effecbonbusiness,
financial condition and results of operations.
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Our business benefits from certain PRC governmemientives. Expiration of, or changes to, these intiges
could have a material adverse effect on our reswfoperations.

On March 16, 2007, the PRC government promulgadted.&w of the People’s Republic of China on the
Enterprise Income Tax, or the EIT, which took effeic January 1, 2008. Under the EIT, domesticaliped
enterprises and foreign-invested enterprises, I6s,Fre subject to a uniform tax rate of 25%. WithikeEIT
equalizes the tax rates for FIEs and domesticaliyenl enterprises, preferential tax treatment caesrto be grantt
to companies in certain encouraged sectors, aitiesralassified as “high and new technology erisgs” are
entitled to a 15% enterprise income tax rate, wéretlomestically owned enterprises or FIEs. The &$b provides
a five-year transition period starting from itsesffive date for those enterprises which were estedd before the
promulgation date of the EIT and which were enlitie a preferential lower tax rate or tax holidayler the then
effective tax laws or regulations. The tax ratswéh enterprises will transition to the uniform tate within a five-
year transition period and the tax holiday, whiels been enjoyed by such enterprises before thetigffadate of th
EIT, may continue to be enjoyed until the end efioliday. Linyang China, our wholly owned opergtsubsidiary
in China, was approved to be qualified as a “higth aew technology enterprise” on October 21, 200& “high
and new technology enterprise” status will be védida period of three years from the date of isseaof the
certificate and is subject to an annual self-revieacess whereby a form is submitted to relevanatahority for
approval to use a benefitial income tax rate. éféhare significant changes in the business opestmanufacturin
technologies or other criteria that cause the pritex to no longer meet the criteria as a “high aex technology
enterprise,” such status will be terminated from ylar of such change. If Linyang China fails taliy as a “high
and new technology enterprise” in future periods,income tax expenses would increase, which cohale a
material and adverse effect on our net income asdlts of operations.

In accordance with the former PRC Income Tax LamHuoterprises with Foreign Investment and Foreign
Enterprises, or the FIE Tax Law, the EIT and tHateel implementing rules, Linyang China was exemhfitem
enterprise income tax in 2005 and 2006, was takadeduced rate of 12% in 2007, 12.5% in 200818% in
2009, and is taxed at a reduced rate of 15% in .2Bxdn 2005 until the end of 2007, Linyang China\aéso
exempted from the 3% local income tax.

Any reduction or elimination of the preferentiak taeatments currently enjoyed by us may signifitan
increase our income tax expenses and materiallyceedur net income, which could have a materiabesty effect
on our financial condition and results of operagion

Under the EIT, we may be classified as a “Resid&mtterprise” of the PRC. Such classification woultkely
result in negative tax consequences to us and caelsult in negative tax consequences to our
non-PRC shareholders and ADS holders.

Under the EIT, enterprises established under thie &£ non-PRC jurisdictions but whosae' facto manageme
body” is located in the PRC are considered “rediéaterprises” for PRC tax purposes and are sutypettie EIT.
According to the Implementation Regulations for Eig& of the PRC issued by the State Council on Ddasy 6,
2007, de facto management body is defined as ablettment that exerts substantial and comprehensiv
management and control over the business operattaf§ accounting, assets and other aspectedrterprise.
Since substantially all of our management is culydrased in the PRC, and may remain in the PRiien
foreseeable future, it is likely that we will begeeded as a “resident enterprise” on a strict appbin of the EIT and
its Implementation Regulations. As of DecemberZ)9 and September 30, 2010, we recorded unre@stax
benefits of approximately RMB27.4 million and RMB2hillion (US$4.1 million), respectively, becausssed on
our judgment, we may be deemed as a PRC tax regidesuant to the EIT. If Solarfun Power Holdings.Q.td., o
Solarfun, our holding company, or any of its nondPgubsidiaries is treated as a “resident entefpigsd’RC tax
purposes, Solarfun or such subsidiary will be sttiiie PRC income tax on worldwide income at a umnifdéax rate
of 25%, which would have a material adverse eff@cour financial condition and results of operagion

In addition, although the EIT provides that dividéncome payments between qualified “resident enitses”
are exempted from the 10% withholding tax, it il sot free of doubt whether we will be considetedoe a
qualified “resident enterprise” under the EIT. I&&re considered a “non-resident enterprise,” divit$ paid to us
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by our subsidiaries in the PRC (through our holdingnpany structure), if any, may be subject tolidh
withholding tax. If we are deemed by the PRC tatharities as a “resident enterprise” and declaveddnds, under
the existing implementation rules of the EIT, desdis paid by us to our shareholders and ADS hqldéiigh are
“non-resident enterprises” and do not have an Bskabent or place of business in the PRC, or whiate such an
establishment or place of business but the relemantme is not effectively connected with the elishiment or
place of business, might be subject to PRC withhgltax at 10% or a lower treaty rate.

Similarly, any gain realized on the transfer of AD& shares by non-PRC investors, which are “nsideat
enterprises,” is also subject to PRC withholdingpime tax at 10% or a lower treaty rate if such gmnegarded as
income derived from sources within the PRC.

According to the Law of the People’s Republic ofr@zhon the Individual Income Tax, or the IIT, aseanded,
PRC income tax at the rate of 20% is applicabldit@ends payable to individual investors if suéhidends are
regarded as income derived from sources withirPRE. Similarly, any gain realized on the transfeADSs or
ordinary shares by individual investors is alsojscito PRC tax at 20% if such gain is regardethesme derived
from sources within the PRC. If we are deemed ByRRC tax authorities as a “resident enterprige dividends
we pay to our individual investors with respecoto ordinary shares or ADSs, or the gain the irtiligl investors
may realize from the transfer of our ordinary seareADSs, might be treated as income derived fsoorces
within the PRC and be subject to PRC tax at 20%lowver treaty rate.

Fluctuations in exchange rates could adversely aff@ur business as well as result in foreign cur@n
exchange losses.

Our financial statements are expressed in, andumational currency is Renminbi. The change in eadfithe
Renminbi against the U.S. dollar, Euro and othererncies is affected by, among other things, cheimg€hina’s
political and economic conditions. On July 21, 20% PRC government changed its decade-old pofipegging
the value of the Renminbi to the U.S. dollar. Unither new policy, the Renminbi is permitted to fluettie within a
narrow and managed band against a basket of céotaign currencies. This change in policy has lteduin a more
than 17.5% appreciation of the Renminbi againstit& dollar. The PRC government may decide to dogven
more flexible currency policy in the future, whicbuld result in a further and more significant ampation of the
Renminbi against the U.S. dollar. An appreciatibthe Renminbi relative to other foreign currenaiesild decreas
the per unit revenue generated from our internatisales. If we increased our pricing to compenfatthe reduce
purchasing power of foreign currencies, we may elese the market competitiveness, on a price lsisir
products. This could result in a decrease in otarirational sales and materially and adverselycatfar business.

A substantial portion of our sales is denominated iS. dollars and Euros, while a substantial partf our
costs and expenses is denominated in Renminbi.rAsudt, the revaluation of the Renminbi in Julf)2Mhas
increased, and further revaluations could furtheraase, our costs. The value of, and any dividpaglable on, our
ADSs in foreign currency terms will also be affett€onversely, if we decide to convert our Renmintm
U.S. dollars for the purpose of making paymentsifeidends on our ordinary shares or ADSs or fbieobusiness
purposes, an appreciation of the U.S. dollar ag#esRenminbi would have a negative effect onutfe. dollar
amount available to us.

Fluctuations in exchange rates, particularly amthiegu.S. dollar, Renminbi and Euro, also affectgnass and
net profit margins and could result in fluctuationdoreign exchange and operating gains and lo¥¥esncurred
net foreign currency losses of RMB25.6 million, RBE2 million, RMB23.8 million and RMB53.0 million
(US$7.9 million) in 2007, 2008, 2009 and the ninenths ended September 30, 2010, respectively.riicpkar, a
substantial portion of our net revenues is curyesiéinominated in Euros. Since December 2009, the kas
fluctuated significantly. A depreciation of the Bunay also have a negative impact on the sellirggiof our
products in Renminbi terms. We cannot predict thpdct of future exchange rate fluctuations on marfcial
condition and results of operations, and we mayrimet foreign currency losses in the future.

While we started to enter into economic hedgingda&tions in 2008 to minimize the impact of shertrt
foreign currency fluctuations on our revenues #ratdenominated in a currency other than Renmiinéi,
effectiveness of these transactions may be lindtetiwe may not be able to successfully hedge allioExposure.
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Our estimates of future revenues that are denoednatforeign currencies may not be accurate, wbalid result
in foreign exchange losses. Any default by the tearties to these transactions could also adyeaffect our
financial condition and results of operations. didi&ion, our foreign currency exchange losses neynagnified by
PRC exchange control regulations that restrictadnility to convert Renminbi into foreign currencies

Risks Related to Doing Business in China

Adverse changes in political and economic policadthe PRC government could have a material advesffect
on the overall economic growth of China, which caelteduce the demand for our products and materiadiyd
adversely affect our competitive position.

Substantially all of our operations are conducte@hina and some of our sales are made in China.
Accordingly, our business, financial condition,ukts of operations and prospects are affectedf&ggnily by
economic, political and legal developments in Chirtee PRC economy differs from the economies oftmos
developed countries in many respects, including:

» the amount of government involveme

the level of developmen

the growth rate
« the control of foreign exchange; a

the allocation of resource

While the PRC economy has grown significantly sitieelate 1970s, the growth has been uneven, both
geographically and among various sectors of the@oty. The PRC government has implemented vario@sures
to encourage economic growth and guide the allocadf resources. Some of these measures benetivérall PR(
economy, but may also have a negative effect oRarsexample, our financial condition and resuftsperations
may be adversely affected by government controf oapital investments or changes in tax regulattbasare
applicable to us.

The PRC economy has been transitioning from a pld@tonomy to a more market-oriented economy.
Although the PRC government has in recent yearseim@nted measures emphasizing the utilization oketa
forces for economic reform, the reduction of statmership of productive assets and the establishofesound
corporate governance in business enterprises,saagulal portion of the productive assets in Chignstill owned by
the PRC government. The continued control of tlassets and other aspects of the national econorthel®RC
government could materially and adversely affectiusiness. The PRC government also exercisedisagnti
control over economic growth in China through thecation of resources, controlling payment of igrecurrency-
denominated obligations, setting monetary policg providing preferential treatment to particuladustries or
companies. Efforts by the PRC government to slawpiice of growth of the PRC economy could resulieicrease
capital expenditure by solar energy users, whidin could reduce demand for our products.

Any adverse change in the economic conditions eegonent policies in China could have a materiakask
effect on the overall economic growth and the |@fgkenewable energy investments and expenditar€hina,
which in turn could lead to a reduction in demaoddur products and consequently have a matenedrad effect
on our business and prospects. In particular, B@ Bovernment has, in recent years, promulgatedindaws and
regulations and initiated certain government-spoeg@rograms to encourage the utilization of nesnfoof
energy, including solar energy. We cannot assuuetlyat the implementation of these laws, regulatiand
government programs will be beneficial to us. Intipalar, any adverse change in the PRC governmguticies
towards the PV industry may have a material adveifeet on our operations as well as on our plarexpand our
business into downstream system integration sesvice

Uncertainties with respect to the PRC legal systeonld have a material adverse effect on us.

We conduct substantially all of our business thtoagr operating subsidiary in the PRC, Linyang @hin
Chinese wholly foreign-owned enterprise. Linyandgr@ahs generally subject to laws and regulatiordiagble to
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foreign investment in China and, in particular, $aapplicable to wholly foreign-owned enterpriseise PRC legal
system is based on written statutes, and priort@®gisions may be cited for reference but havédithprecedential
value. Since 1979, PRC legislation and regulatieng significantly enhanced the protections affdrbevarious
forms of foreign investments in China. Howevergsithese laws and regulations are relatively nedviae PRC
legal system continues to rapidly evolve, the jmtetations of many laws, regulations and rulesnatealways
uniform and enforcement of these laws, regulatams rules involve uncertainties, which may limgaé protection
available to us. In addition, any litigation in @himay be protracted and result in substantiab@sd diversion of
resources and management attention.

Limitations on the ability of our operating subsidry to pay dividends or other distributions to usuwid have a
material adverse effect on our ability to conduairdusiness.

We are a holding company and conduct substanadlilyf our business through our operating subsjdiar
Linyang China, which is a limited liability compamgtablished in China. The payment of dividendsyties
organized in, if any, China is subject to limitaso In particular, regulations in the PRC currepigymit payment of
dividends only out of accumulated profits as deteem in accordance with PRC accounting standards an
regulations. Linyang China is also required toasétle at least 10% of its annual after-tax praigdd on PRC
accounting standards each year to its generaMesentil the accumulative amount of such resergashes 50% ¢
its registered capital. These reserves are notlishble as cash dividends. In addition, Linyaran@ is required to
allocate a portion of its after-tax profit to ite welfare and bonus fund at the discretion ehivard of directors.
Moreover, if Linyang China incurs debt on its oweghhblf in the future, the instruments governingdbbt may
restrict its ability to pay dividends or make otlléstributions to us.

Restrictions on currency exchange may limit our &by to receive and use our revenue effectively.

A portion of our revenue and a substantial portbour expenses are denominated in Renminbi. THeridi
is currently convertible under the “current accguwhich includes dividends, trade and serviceteddoreign
exchange transactions, but not under the “capitadant,” which includes foreign direct investmentdoans.
Currently, Linyang China may purchase foreign aucres for settlement of current account transastiorcluding
payments of dividends to us, without the appro¥dhe State Administration of Foreign ExchangeSaE.
However, the relevant PRC government authoritieg lingit or eliminate our ability to purchase foraigurrencies
in the future. Since a significant amount of ouufe revenue will be denominated in Renminbi, axigtang and
future restrictions on currency exchange may lmnit ability to utilize revenue generated in Renmiolfund our
business activities outside China that are denamihia foreign currencies.

Foreign exchange transactions by Linyang China utidecapital account continue to be subject toif@ant
foreign exchange controls and require the approfval need to register with PRC governmental auitiest
including SAFE. In particular, if Linyang China lvows foreign currency loans from us or other fondignders,
these loans must be registered with SAFE, and ffingsce Linyang China by means of additional cpit
contributions, these capital contributions musapproved by certain government authorities, inclgdhe National
Development and Reform Commission, or the NDRCMirgstry of Commerce or their respective local
counterparts. These limitations could affect thiéitgtof Linyang China to obtain foreign exchandedugh debt or
equity financing.

PRC regulations relating to the establishment ofgtfore special purpose companies by PRC residerdg m
subject our PRC resident shareholders to personalbility and limit our ability to acquire PRC compades or to
inject capital into our PRC subsidiary, limit our RC subsidiary’s ability to distribute profits to usr otherwise
materially and adversely affect us.

SAFE issued a public notice in October 2005, orSAEE notice, requiring PRC residents, includinghdegal
persons and natural persons, to register with ehgpetent local SAFE branch before establishingootrolling any
company outside of China, referred to as an “offstspecial purpose company,” for the purpose ofiigicgy any
assets of or equity interest in PRC companies aisthg fund from overseas. In addition, any PR@ed that is
the shareholder of an offshore special purpose eaoms required to amend its SAFE registration it local
SAFE branch, with respect to that offshore spgmiabose company in connection with any increase
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or decrease of capital, transfer of shares, mediésjon, equity investment or creation of anys#ty interest over
any assets located in China. If any PRC shareholda@ny offshore special purpose company fails &kethe
required SAFE registration and amendment, the RBSidiaries of that offshore special purpose compaay be
prohibited from distributing their profits and pesds from any reduction in capital, share transfdiquidation to
the offshore special purpose company. Moreovduriaio comply with the SAFE registration and anmaedt
requirements described above could result in lighinder PRC laws for evasion of applicable foneggxchange
restrictions. Our current beneficial owners whoRRC residents have registered with the local SBfach as
required under the SAFE notice. The failure of é¢hlesneficial owners to amend their SAFE registregtiom a timely
manner pursuant to the SAFE notice or the faildifeitore beneficial owners of our company who aRCPresident
to comply with the registration procedures setifantthe SAFE notice may subject such beneficiahens to fines
and legal sanctions and may also result in a otistnion our PRC subsidiary’s ability to distribyteofits to us or
otherwise materially and adversely affect our bessn In addition, the NDRC promulgated a rule ino®er 2004,
or the NDRC Rule, which requires NDRC approvalsdegerseas investment projects made by PRC enfitfes.
NDRC Rule also provides that approval proceduresverseas investment projects of PRC individuaigl e
implemented with reference to this rule. Howevieré exist extensive uncertainties in terms ofrpriation of the
NDRC Rule with respect to its application to a PiR@ividual's overseas investment, and in practice, we are not
aware of any precedents that a PRC individual’'sseas investment has been approved by the NDRBatienged
by the NDRC based on the absence of NDRC approwalcurrent beneficial owners who are PRC indivisutd
not apply for NDRC approval for investment in use \dannot predict how and to what extent this viféet our
business operations or future strategy. For exarttpéefailure of our shareholders who are PRC iddi&ls to
comply with the NDRC Rule may subject these perswrmur PRC subsidiary to certain liabilities un@&C laws,
which could adversely affect our business.

New labor laws in the PRC may adversely affect oesults of operations.

On June 29, 2007, the PRC government promulgatetahor Contract Law of the PRC, or the New Labor
Contract Law, which became effective on Janua8008. The New Labor Contract Law imposes greaaillties
on employers and significantly impacts the cosatroeEmployer’s decision to reduce its workforce tivern, it
requires certain terminations to be based uporosgnand not merit. In the event we decide to gBigantly change
or decrease our workforce, the New Labor Contraet tould adversely affect our ability to enact saohnges in a
manner that is most advantageous to our busindesadiimely and cost effective manner, thus matigrand
adversely affecting our financial condition andules of operations.

We face risks related to health epidemics and otbatbreaks.

Adverse public health epidemics or pandemics cdiddipt business and the economics of the PRC et 0
countries where we do business. From December 2002ne 2003, China and other countries experieaned
outbreak of a highly contagious form of atypicakpmonia now known as severe acute respiratory symelror
SARS. Some Asian countries, including China, entenanl incidents of the H5N1 strain of bird flu,axian flu in
2007 and early 2008. From April 2009, there hawenbamutbreaks of swine flu, caused by H1N1 virugdrtain
regions of the world, including China. Any futuretbreak of SARS, avian flu, swine flu or other danadverse
public developments may, among other things, sicamitly disrupt our business, including limitingrability to
travel or ship our products within or outside Chamal forcing us to temporary close our manufactufatilities.
Furthermore, an outbreak may severely restrictebel of economic activity in affected areas, whichy in turn
materially and adversely affect our financial caiodi and results of operations. We have not adoatsdwritten
preventive measures or contingency plans to coarafuture outbreak of swine flu, avian flu, SARSaay other
epidemic.

Risks Related to Our ADSs

The market price of our ADSs may be volatile.

The market price of our ADSs experienced, and noayicue to experience, significant volatility. Rbe periot
from December 20, 2006 to November 8, 2010, thsirgpprice of our ADSs on the Nasdaq Global MaHeet
ranged from a low of US$2.30 per ADS to a high &837.64 per ADS.
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Numerous factors, including many over which we haeeontrol, may have a significant impact on therket
price of our ADSs, including, among other things:

« announcements of technological or competitive dgwelents
* regulatory developments in our target markets &ffgas, our customers or our competitc
« announcements regarding patent litigation or teedace of patents to us or our competit

« announcements of studies and reports rel&titige conversion efficiencies of our productstarse of our
competitors

« actual or anticipated fluctuations in our quartenberating results

« changes in financial estimates or other materiairoents by securities analysts relating to us, oorpetitor:
or our industry in genera

« announcements by other companies in our imgluskating to their operations, strategic initats, financial
condition or financial performance or to our indysh general

» announcements of acquisitions or consolidationslinrg industry competitors or industry supplie
« changes in the economic performance or market tiahsof other PV technology compani

« addition or departure of our executive officers &pgl research personnel; a

- sales or perceived sales of additional ordinaryeshar ADSs

In addition, the stock market in recent years hggegenced extreme price and trading volume flutbua that
often have been unrelated or disproportionateamtierating performance of individual companiessehbroad
market fluctuations may adversely affect the pateur ADSs, regardless of our operating perforneanc

Future issuances of ordinary shares, ADSs or equigfated securities may depress the trading pri¢@or
ADSs.

Any issuance of equity securities after this ofigrcould dilute the interests of our existing shatders and
could substantially decrease the trading priceunfADSs. We may issue equity securities in therifor a number
of reasons, including to finance our operations laumginess strategy (including in connection withuasitions,
strategic collaborations or other transactionspdjust our ratio of debt to equity and to satisfy obligations upon
the exercise of outstanding warrants or optionf®ioother reasons.

Sales of a substantial number of ADSs or othertgqelated securities in the public market coulgrdss the
market price of our ADSs, and impair our abilityrégse capital through the sale of additional agsécurities. We
cannot predict the effect that future sales of ADEs or other equity-related securities would hamnehe market
price of our ADSs. In addition, the price of our 8®could be affected by possible sales of our ADSsvestors
who view the convertible notes as a more attragtieans of obtaining equity participation in our gamy and by
hedging or arbitrage trading activity that we expgealevelop involving our convertible notes.

Our articles of association contain anti-takeoverqvisions that could have a material adverse effeatthe
rights of holders of our ordinary shares and ADSs.

Our articles of association limit the ability ohetrs to acquire control of our company or caus® engage in
change-of-control transactions. These provisiondccbave the effect of depriving our shareholdérar
opportunity to sell their shares at a premium garerailing market prices by discouraging third feerfrom seekin
to obtain control of our company in a tender offesimilar transaction. For example, our boardicéators has the
authority, without further action by our sharehokjeo issue preferred shares in one or more saniéso fix their
designations, powers, preferences, privilegesreladive participating, optional or special rightsd the
qualifications, limitations or restrictions, incling dividend rights, conversion rights, voting righterms of
redemption and liquidation preferences, any oofalthich may be greater than the rights associaiddour
ordinary shares, in the form of ADS or otherwisef@rred shares could be issued quickly with tecatsulated to
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delay or prevent a change in control of our compamyake removal of management more difficult.uf board of
directors decides to issue preferred shares, tbe pf our ADSs may fall and the voting and otlights of the
holders of our ordinary shares and ADSs may be nia#ljeand adversely affected.

Holders of ADSs have fewer rights than shareholdarsd must act through the depositary to exercisesh
rights.

Holders of ADSs do not have the same rights ofshiareholders and may only exercise the voting siglith
respect to the underlying ordinary shares in aamed with the provisions of the deposit agreeniénder our
amended and restated articles of association, thienomm notice period required to convene a genaegting is
14 days. When a general meeting is convened, ADd&omay not receive sufficient notice of a shaleérs’
meeting to permit such holders to withdraw thedtioary shares to allow them to cast their vote wétspect to any
specific matter. If requested in writing by us, thepositary will mail a notice of such a meetingA@S holders. In
addition, the depositary and its agents may nattbe to send voting instructions to ADS holdersamry out ADS
holders’ voting instructions in a timely manner. Wil make all reasonable efforts to cause the dipry to extend
voting rights to ADS holders in a timely mannert pou may not receive the voting materials in timensure that
you can instruct the depositary to vote the ADSas iimely manner. Furthermore, the depositary gmddgents wil
not be responsible for any failure to carry out argfructions to vote, for the manner in which anye is cast or for
the effect of any such vote. As a result, you matylbre able to exercise your right to vote and yay tack recourse
if the ADSs are not voted as you requested. Intanfdiin your capacity as an ADS holder, you witibe able to
call a shareholder meeting.

You may be subject to limitations on transfers afuy ADSs.

Your ADSs are transferable on the books of the di¢égiy. However, the depositary may close its ti@nsook:
at any time or from time to time when it deems akest in connection with the performance of itsiglsitIn
addition, the depositary may refuse to delivendfar or register transfers of ADSs generally whenbooks or the
books of the depositary are closed, or at any iime or the depositary deem it advisable to dbscause of any
requirement of law or of any government or governtakbody, or under any provision of the deposieagent, or
for any other reason.

Your right to participate in any future rights offiengs may be limited, which may cause dilution towr
holdings and you may not receive cash dividend i$ impractical to make them available to you.

We may from time to time distribute rights to ohaseholders, including rights to acquire our sémsi
However, shareholders and ADS holders in the Urfiitiadies will not be able to exercise these righteas we
register the rights and the securities to whichritjlets relate under the Securities Act, or an etémn from the
registration requirements is available. Also, uritierdeposit agreement, the depositary will noterddhts
available to ADS holders unless the distributio®S holders of both the rights and any relatedistes are
either registered under the Securities Act, or gatechfrom registration under the Securities Act. & under no
obligation to file a registration statement witlspect to any such rights or securities or to enalevcause such a
registration statement to be declared effectiverddeer, we may not be able to establish an exemtion
registration under the Securities Act. Accordingtythe event we conduct any rights offering in finire, the
depositary may not make such rights available tdére of ADSs or may dispose of such rights andarhk net
proceeds available to such holders. As a resul§ ADlders may be unable to participate in our siglfterings and
may experience dilution in their holdings.

In addition, the depositary of our ADSs has agtegohy to ADS holders the cash dividends or other
distributions it or the custodian receives on aulirary shares or other deposited securities diducting its fees
and expenses. ADS holders will receive these Higions in proportion to the number of ordinaryreisaheir ADS
represent. However, the depositary may, at itséligmn, decide that it is inequitable or impradtimamake a
distribution available to any holders of ADSs. Aseault, the depositary may decide not to makedisigibution and
ADS holders will not receive such distribution.
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We are a Cayman Islands company and, because jadlisiecedent regarding the rights of shareholdes
more limited under Cayman Islands law than that uedU.S. law, ADS holders may have less protection f
their shareholder rights than such holders would dar U.S. law.

Our corporate affairs are governed by our amenddde@stated memorandum and articles of associdtien,
Cayman Islands Companies Law and the common laheo€ayman Islands. The rights of shareholderake t
action against the directors, actions by minotfitgreholders and the fiduciary responsibilities wf directors to us
under Cayman Islands law are to a large extentrgedeby the common law of the Cayman Islands. Tmencon
law of the Cayman Islands is derived in part fraameparatively limited judicial precedent in the Camrislands as
well as that from English common law, which hasspasive, but not binding, authority on a courtie@ €Cayman
Islands. The rights of our shareholders and thecfaty responsibilities of our directors under Cayntslands law
are not as clearly established as they would bernstdtutes or judicial precedent in some jurisoiis in the United
States. In particular, the Cayman Islands hassadegeloped body of securities laws than the Uriiades. In
addition, some U.S. states, such as Delaware, have fully developed and judicially interpreted besdof
corporate law than the Cayman Islands. In addi@ayman Islands companies may not have standiimifiete a
shareholder derivative action in a federal couthefUnited States.

In addition, most of our directors and officers nationals and residents of countries other than th
United States. Substantially all of our assetsaedbstantial portion of the assets of these psramnlocated
outside the United States.

The Cayman Islands courts are also unlikely:

* to recognize or enforce against us judgmeht®uorts of the United States based on certain icability
provisions of U.S. securities laws; a

 to impose liabilities against us, in origimations brought in the Cayman Islands, based dainagivil
liability provisions of U.S. securities laws thakeagenal in nature

There is no statutory recognition in the Caymaaridk of judgments obtained in the United Statéisopadih the
courts of the Cayman Islands will generally recagrand enforce a non-penal judgment of a foreigmtcaf
competent jurisdiction without retrial on the merit

As a result of all of the above, public sharehaddaay have more difficulty in protecting their irdsts in the
face of actions taken by management, members dfdhed of directors or controlling shareholdersittieey would
as shareholders of a U.S. public company.

You may have difficulty enforcing judgments obtaid@gainst us.

We are a Cayman Islands company and substantlatly aur assets are located outside of the UnBtates.
Substantially all of our current operations arediaried in the PRC. In addition, most of our direstand officers
are nationals and residents of countries other thamnited States. A substantial portion of theessof these
persons are located outside the United States.résudt, it may be difficult for you to effect sée of process
within the United States upon these persons. It atsy be difficult for you to enforce in U.S. caijitdgments
obtained in U.S. courts based on the civil liabiptovisions of the U.S. federal securities lawaiagt us and our
officers and directors, most of whom are not resislén the United States and the substantial ntgjofiwhose
assets are located outside of the United Statesddition, there is uncertainty as to whether therts of the
Cayman Islands or the PRC would recognize or eafudgments of U.S. courts against us or such psrso
predicated upon the civil liability provisions dfet securities laws of the United States or ang stataddition, it is
uncertain whether such Cayman Islands or PRC caurtdd be competent to hear original actions brouglthe
Cayman Islands or the PRC against us or such pemedicated upon the securities laws of the Uritades or ar
state. See “Enforceability of Civil Liabilities” ithe accompanying prospectus.
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USE OF PROCEEDS

We intend to use the proceeds of this offeringclpital expenditures and general working capitappses.
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PRICE RANGE OF OUR AMERICAN DEPOSITARY SHARES

For the period from December 20, 2006 to NovemiBe2010, the closing price of our ADSs on the Ngsda
Global Market ranged from US$2.30 to US$37.64 pBpGSA

Set forth below, for the applicable periods indéchtare the high and low closing prices per ADS.

High Low
uss$ US$
2006 (from December 20 12.1¢4 9.9¢
2007
Quarterly Highs and Lows
First Quarter 200 16.4¢ 10.2¢
Second Quarter 20( 17.6¢ 8.2¢
Third Quarter 200° 14.6¢ 9.1(C
Fourth Quarter 200 35.9¢ 10.2¢
2008
Quarterly Highs and Lows
First Quarter 200 37.6¢ 8.97
Second Quarter 20( 26.5( 12.31
Third Quarter 200i 19.9¢ 10.2(
Fourth Quarter 200 11.57 2.6¢
2009
Quarterly Highs and Lows
First Quarter 200 6.1z 2.3C
Second Quarter 20( 8.4¢ 3.71
Third Quarter 200! 7.9¢ 4.7¢
Fourth Quarter 200 7.94 4.6(
2010
Monthly Highs and Lows
May 2010 9.0C 6.0C
June 201( 8.3C 6.77
July 2010 10.2¢ 7.1¢
August 201( 11.3¢ 9.7¢
September 201 13.1¢  10.9:
October 201( 12.61  10.0¢
November (through November 10, 20: 11.4% 9.97

On November 10, 2010, the last reported closing gate of our ADSs on the Nasdaq Global Market was
US$10.13 per ADS.

S-33




Table of Contents

DIVIDEND POLICY

We made a one-time cash dividend payment in theeggte amount of RMB7.2 million to holders of the
series A convertible preference shares on DeceBhe2006. Except for the foregoing, we have neeetated or
paid any cash dividends, nor do we have any prgdentto pay any cash dividends on our share dapithe
foreseeable future. We currently intend to retaostmif not all, of our available funds and anyufigt earnings to
operate and expand our business.

Our board of directors has complete discretion aethver to pay dividends, subject to the approvalusf
shareholders. Even if our board of directors dextdepay dividends, the form, frequency and amauthdepend
upon our future operations and earnings, capitplirements and surplus, general financial conditiamtractual
restrictions and other factors that the board efadors may deem relevant. If we pay any dividemaswill pay our
ADS holders to the same extent as holders of alinary shares, subject to the terms of the depgséement,
including the fees and expenses payable thereuBder:Description of American Depositary Sharesthia
accompanying prospectus. Cash dividends on ounanyglishares, if any, will be paid in U.S. dollars.

We rely on dividends paid by Linyang China for eash needs, including the funds necessary to pégedids
to our shareholders. The payment of dividends Imy&ing China is subject to limitations. See “Risktbes —Risks
Related to Doing Business in China — Limitationstloa ability of our operating subsidiary to payidends or
other distributions to us could have a materialeas® effect on our ability to conduct our busiriess.
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CAPITALIZATION

You should read this table in conjunction with consolidated financial statements and the relatéeisn
included in our Annual Report on Form 20-F for ytear ended December 31, 2009 (as amended), ouditeu
condensed consolidated financial statements asdfa the nine months ended September 30, 2010ded
elsewhere in this prospectus supplement, and owdatsed consolidated financial information as af fam the
three months ended March 31, 2010, June 30, 20d @eptember 30, 2010 contained in our current teor
Form 6-K submitted to the SEC on May 28, 2010, Ai@) 2010 and November 9, 2010, respectively, whre
incorporated by reference herein.

The following table sets forth our capitalizationaf September 30, 2010:

* on an actual basis; ai

« on an adjusted basis giving effect to ourasse and sale of 8,000,000 ADSs assuming no eravtifie
ovel-allotment option by the underwriters, after decwgttommissions and estimated offering exper

As of September 30, 201
Actual Actual(1) As Adjusted As Adjusted(1)
(RMB) (US$) (RMB) (US$)
(In thousands)

Shareholder equity

Ordinary shares, US$0.0001 par value, 500,000,bafks
authorized; 326,970,568 shares issued and
outstanding; and 366,970,568 shares issued and

outstanding on an as adjusted bi 252 38 27¢ 42
Additional paic-in capital 2,877,47 430,07¢ 3,333,10: 498,18:
Statutory reserv 151,54.  22,65( 151,54: 22,65(
Retained earning 714,62¢ 106,81. 714,62¢ 106,81
Total shareholde’ equity 3,743,86! 559,57¢ 4,199,55 627,68t
Total capitalizatior 3,743,86! 559,57¢ 4,199,55 627,68¢

(1) The translations of RMB into U.S. dollars are basedhe exchange rate on September 30, 2010 &mthein
the H.10 statistical release of the Federal RedBoazd, which was RMB6.6905 to US$1.

(2) The number of shares issued and outstanding &l stéthin “Shareholders’ equity” excludes the faliag:
(i) the 45,098,055 ordinary shares represented®99%611 ADSs which were issued to facilitate cumeertible
bond offering; (ii) the 30,672,689 ordinary shasssied to Hanwha Solar in connection with HanwhiarSo
purchase of 36,455,089 ordinary shares of our comnpaSeptember 2010; and (i) the 1,693,260 cadin
shares represented by 338,652 ADSs which haverasernved by our company to allow for the partidgratn
the ADS program by our employees pursuant to ouitgincentive plans, from time to time. Such ADSsl
ordinary shares have been classified as being @adlfrom shareholde’ equity for accounting purpose

As of the date of this prospectus supplement, thassbeen no material change to our capitalizatoset forth
above.
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DESCRIPTION OF SHARE CAPITAL

We are a Cayman Islands exempted company withdaiability and our affairs are governed by our
memorandum and articles of association, as amesmu@destated from time to time, and the Companés (2010
Revision) of the Cayman Islands, which is refetieeds the Companies Law below.

As of September 30, 2010, our authorized shardalagunsisted of 500,000,000 ordinary shares, witiar
value of US$0.0001 each.

The following are summaries of material provisi@fi®ur amended and restated memorandum and artitles
association and the Companies Law insofar as #lajerto the material terms of our ordinary shares.

Description of Ordinary Shares
General

All of our outstanding ordinary shares are fullydpand non-assessable. Certificates representegrdinary
shares are issued in registered form. Our sharetsolho are non-residents of the Cayman Islandsfraely hold
and vote their ordinary shares.

Dividends

The holders of our ordinary shares are entitlesutth dividends as may be declared by our boardtedtdrs
subject to the Companies Law. Under our amendedestdted memorandum and articles of associatibn, a
dividends unclaimed for one year after having béeriared may be invested or otherwise made usg ofibboard
of directors for our exclusive benefit until claithend we will not be deemed a trustee in respestich dividend ¢
be required to account for any money earned themlbdividends unclaimed for six years after hayineen
declared may be forfeited by our board of directord thereon will revert to us.

Voting Rights

The holder of each ordinary share is entitled te wote for each ordinary share held by such haldeall
matters upon which the ordinary shares are entitiadte. Voting at any meeting of shareholdetsyishow of
hands unless a poll is demanded. A poll may be ddethby the chairman of such meeting or any othareholder
or shareholders present in person or by proxy afdirfg at least 10% in par value of the sharesgji right to
attend and vote at the meeting.

A quorum required for a meeting of shareholderssisis of at least one shareholder present or by if a
corporation or other non-natural person, by ity dulthorized representative holding not less thastthird of the
outstanding voting shares in our company. Sharensldneetings may be convened by our board of Wirson its
own initiative or upon a request to the directoysbhareholders holding in the aggregate 10% or mbeair voting
share capital. Advance notice of at least 20 (lotihnmore than 60) days is required for the convewingur annual
general shareholders’ meeting and any other geskaatholders’ meeting calling for the passing mdslution
requiring two-thirds of shareholder votes, and adeanotice of at least 14 (but not more than 6% darequired
for the convening of other general shareholder mgget

An ordinary resolution to be passed by the shadgslrequires the affirmative vote of a simple mgjof the
votes attaching to the ordinary shares cast imamgémeeting, while a special resolution requihesaffirmative
vote of no less than two-thirds of the votes cétsiching to the ordinary shares. A special resotutvill be required
for important matters such as a change of namea&ing changes to our amended and restated memaonasai
articles of association.

Transfer of Ordinary Shares

Subject to the restrictions of our amended anditedtmemorandum and articles of association, dgaple,
any of our shareholders may transfer all or anlyi®br her ordinary shares by an instrument ofsfiemin the usual
or common form or any other form approved by owardoof directors.
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Our board of directors may, in its absolute disoretdecline to register any transfer of any ordjrehare
which is not fully paid up or on which we have enli Our board of directors may also decline tostegiany transfe
of any ordinary share unless:

« the instrument of transfer is lodged with ascompanied by the certificate for the ordinaryreb@o which it
relates and such other evidence as our board eftdits may reasonably require to show the riglthef
transferor to make the transf

« the instrument of transfer is in respect of onlg @fass of ordinary share
« the instrument of transfer is properly stampededfuired;

« in the case of a transfer to joint holders, tlumber of joint holders to whom the ordinary sharto be
transferred does not exceed fc

« the ordinary shares transferred are free of amyitidavor of us
« any fee related to the transfer has been paid;tand
« the transfer to be registered is not to an infara person suffering from mental disorc

If our directors refuse to register a transfer thlgll, within two months after the date on whiel instrument
of transfer was lodged, send to each of the tramsénd the transferee notice of such refusal.

The registration of transfers may be suspendedtandegister closed at such times and for suclogeras our
board of directors may from time to time determim®yvided, however, that the registration of transfshall not be
suspended nor the register closed for more thadess in any year.

Liquidation

On a return of capital on winding up or otherwigghér than on conversion, redemption or purchasednary
shares), assets available for distribution amondtiiders of ordinary shares shall be distributedreg the holders
of the ordinary shares orpao ratabasis. If our assets available for distribution iasifficient to repay all of the
paid-up capital, the assets will be distributedhsd the losses are borne by our shareholders piropately.

Calls on Ordinary Shares and Forfeiture of Ordinarhares

Our board of directors may from time to time mak#scupon shareholders for any amounts unpaid ein th
ordinary shares in a notice served to such shatetwoht least 14 days prior to the specified tiffgagment. The
ordinary shares that have been called upon andimamaaid are subject to forfeiture.

Redemption of Ordinary Shares

Subject to the provisions of the Companies Law @thér applicable law, we may issue shares on téraisare
subject to redemption, at our option or at theaptf the holders, on such terms and in such maamaray be
determined by special resolution.

Variations of Rights of Shares

If at any time, our share capital is divided intfiedent classes of shares, all or any of the seijhts attached
to any class of shares may, subject to the pravssad the Companies Law, be varied either withcihresent in
writing of the holders of three-fourths of the isduishares of that class or by a special resolpi@ssed at a general
meeting of the holders of the shares of that cllss.rights conferred upon the holders of the shafeany class
issued with preferred or other rights shall noteas otherwise expressly provided by the termssfe of the shares
of that class, be deemed to be varied by the oreati issue of further shares rankimayi passuwith such existing
class of shares. The rights of holders of ordirsdngres shall not be deemed to be varied by théiamear issue of
shares with preferred or other rights which maytiected by the directors as provided in the atidf association
without any vote or consent of the holders of cadynshares.
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General Meetings of Shareholde

The directors may, and shall on the requisitiosh@reholders holding at least 10% in par valudeftapital of
our company carrying voting rights at general nregsj proceed to convene a general meeting of sharlelsolders.
If the directors do not within 21 days from the dsip of the requisition duly proceed to convenesaagal meeting,
which will be held within a further period of 21yda the requisitioning shareholders, or any of thehding more
than 50% of the total voting rights of all of tregjuisitioning shareholders, may themselves conaegeneral
meeting. Any such general meeting must be convairitdih three months after the expiration of suchday period

Inspection of Books and Records

Holders of our ordinary shares will have no genggdit under Cayman Islands law to inspect or obtaipies
of our list of shareholders or our corporate resokbwever, we will provide our shareholders witimaal audited
financial statements. See “Where You Can Find Adid#l Information About Us.”

Changes in Capital
We may from time to time by ordinary resolution:

* increase the share capital by such sum, to beativiltto shares of such classes and amounts, assthi@tior
shall prescribe

 consolidate and divide all or any of our share tedynito shares of a larger amount than our exgssimares

« sub-divide our existing shares, or any of thetoa shares of a smaller amount provided thahésubdivision
the proportion between the amount paid and the amdwany, unpaid on each reduced share shalée t
same as it was in case of the share from whichetheced share is derived,;

e cancel any shares which, at the date of tlssipg of the resolution, have not been taken aeajto be taken
by any person and diminish the amount of our shapétal by the amount of the shares so cance

We may by special resolution reduce our share &laguitd any capital redemption reserve in any manner
authorized by law.

Exempted Company

We are an exempted company with limited liabilider the Companies Law. The Companies Law
distinguishes between ordinary resident compamdsaempted companies. Any company that is regidter the
Cayman Islands but conducts business mainly outdittee Cayman Islands may apply to be registeseaha
exempted company. The requirements for an exengaeghany are essentially the same as for an ordo@mpany
except for the exemptions and privileges listeadel

« an exempted company does not have to filenana return of its shareholders with the Registfar
Companies

* an exempted compa’s register of members is not open to inspec
< an exempted company does not have to hold an agenalal meeting
< an exempted company may issue no par value, nétgbta bearer share

« an exempted company may obtain an undertadgagnst the imposition of any future taxation (such
undertakings are usually given for 20 years infitst instance)

* an exempted company may register by way oficoation in another jurisdiction and be deregistein the
Cayman Islands

« an exempted company may register as a limited idarabmpany; an

< an exempted company may register as a segregatiéaolipacompany.

S-38




Table of Contents

“Limited liability” means that the liability of edcshareholder is limited to the amount unpaid ley th
shareholder on the shares of the company. We &jeciuo reporting and other informational requiests of the
Exchange Act, as applicable to foreign privateéssuWe intend to comply with the Nasdaq Rulesen bf
following home country practice. The Nasdag Ruézpiire that every company listed on the Nasdag &oldnnual
general meeting of shareholders. In addition, oversded and restated articles of association allosetdrs or
shareholders to call special shareholder meetinggupnt to the procedures set forth in the articles

Differences in Corporate Law

The Companies Law is modeled after that of Endashbut does not follow many recent English lavgtary
enactments. In addition, the Companies Law diffens laws applicable to United States corporatiang their
shareholders. Set forth below is a summary of idpaificant differences between the provisions & @ompanies
Law applicable to us and the laws applicable tomames incorporated in the State of Delaware aei th
shareholders.

Mergers and Similar Arrangements

The Companies Law permits mergers and consolidatietween Cayman Islands companies and between
Cayman Islands companies and non-Cayman Islandparias. For these purposes, (a) “mergegans the mergi
of two or more constituent companies and the vggifrtheir undertaking, property and liabilitiesdne of such
companies as the surviving company and (b) a “dafet@dn” means the combination of two or more ddnsnt
companies into a consolidated company and thengesfithe undertaking, property and liabilitiessoth
companies to the consolidated company. In ordeffext such a merger or consolidation, the directfreach
constituent company must approve a written plamefger or consolidation (a “Plan”), which must then
authorized by either (a) a special resolution efghareholders of each constituent company vobigether as one
class if the shares to be issued to each sharetinlttee consolidated or surviving company will bahe same rigk
and economic value as the shares held in the rleeastituent company or (b) a shareholder remwidf each
constituent company passed by a majority in numiygresenting 75% in value of the shareholders gdtigether
as one class. The Plan must be filed with the Regisf Companies together with a declaration abécsolvency ¢
the consolidated or surviving company, a list & #ssets and liabilities of each constituent comaaud an
undertaking that a copy of the certificate of mergeconsolidation will be given to the members anetlitors of
each constituent company and published in the Caystands Gazette. Dissenting shareholders haveghieto be
paid the fair value of their shares (which, if agreed between the parties, will be determinedchbyCtayman Islan
court) if they follow the required procedures, gdbjto certain exceptions. Court approval is nquired for a
merger or consolidation which is effected in coraptie with these statutory procedures.

In addition, there are statutory provisions thatlfiate the reconstruction and amalgamation of ganies,
provided that the arrangement is approved by anityajo number of each class of shareholders arditors with
whom the arrangement is to be made, and who mustdition represent three-fourths in value of esath class of
shareholders or creditors, as the case may beatharesent and voting either in person or by yaixa meeting, or
meetings, convened for that purpose. The convenfitige meetings and subsequently the arrangemestt lmeu
sanctioned by the Grand Court of the Cayman Islatisle a dissenting shareholder has the righkfwess to the
court the view that the transaction ought not t@pproved, the court can be expected to approvarthagement if
it determines that:

the statutory provisions as to the due majorityevtdve been me

the shareholders have been fairly representecgahd#eting in questiol

the arrangement is such that a businessman woagomably approve; ar

« the arrangement is not one that would mor@gng be sanctioned under some other provisiohef t
Companies Law

When a takeover offer is made and accepted by rofe90% of the shares within four months, theadf
may, within a two-month period, require the holdefrshe remaining shares to transfer such shard¢kseoterms of
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the offer. An objection can be made to the GrandrCaf the Cayman Islands but this is unlikely teseed unless
there is evidence of fraud, bad faith or collusion.

If the arrangement and reconstruction is thus amatpthe dissenting shareholder would have nosight
comparable to appraisal rights, which would othsendrdinarily be available to dissenting sharelrsldé Delawar:
corporations, providing rights to receive paymentash for the judicially determined value of thares.

Shareholders’ Suits

The Cayman Islands courts can be expected to fdipglish case law precedents. The common law piesi
(namely the rule in Foss v. Harbottle and the etioap thereto) which permit a minority shareholttecommence
class action against or derivative actions in thee of the Company to challenge (a) an act whiciitia vires the
Company or illegal, (b) an act which constitutdsaad against the minority where the wrongdoerslaeenselves in
control of the Company, and (c) an action whichumegs a resolution with a qualified (or special)jonity which ha:
not been obtained) have been applied and followettid courts in the Cayman Islands.

Indemnification of Directors and Executive Officerand Limitation of Liability

Cayman Islands law does not limit the extent toclhtd company’s articles of association may profide
indemnification of officers and directors, exceptlie extent any such provision may be held byCGgman Islands
courts to be contrary to public policy, such apravide indemnification against civil fraud or tbensequences of
committing a crime. Our amended and restated memdara and articles of association permit indemntifiicaof
officers and directors for losses, damages, cagt®apenses incurred in their capacities as sulgssisuch losses
or damages arise from willful or gross negligeraraynlawful conduct of such directors or officeFbis standard of
conduct is generally the same as permitted un@éebthaware General Corporation Law for a Delawarparation.
In addition, we intend to enter into indemnificatiagreements with our directors and senior exeeutificers that
will provide such persons with additional indemeéfiion beyond that provided in our amended andtest
memorandum and articles of association.

Insofar as indemnification for liabilities arisimmder the Securities Act may be permitted to oteaors,
officers or persons controlling us under the foreg@rovisions, we have been informed that, ingdpmion of the
SEC, such indemnification is against public polisyexpressed in the Securities Act and is therefoeaforceable
as a matter of United States law.

Anti-Takeover Provisions in the Amended and Restildemorandum and Articles of Association

Some provisions of our amended and restated memhamaand articles of association may discourageyda
prevent a change in control of our company or mamant that shareholders may consider favorablejdimg
provisions that authorize our board of directorstue preference shares in one or more serieatabsignate the
price, rights, preferences, privileges and restnst of such preference shares without any funtbés or action by
our shareholders.

However, under Cayman Islands law, our directorg ordy exercise the rights and powers granted éath
under our amended and restated memorandum anésuifcassociation, as amended and restated froentt time
for what they believe in good faith to be in thethaterests of our company.

Directors’ Fiduciary Duties

Under Delaware corporate law, a director of a Dal@xcorporation has a fiduciary duty to the corponsand
its shareholders. This duty has two componentsdtite of care and the duty of loyalty. The dutycafe requires
that a director act in good faith, with the carattan ordinarily prudent person would exercise usduilar
circumstances. Under this duty, a director mugirimfhimself of, and disclose to shareholders, alflemal
information reasonably available regarding a sigaift transaction. The duty of loyalty requirestthairector act i
a manner he or she reasonably believes to be inetbisinterests of the corporation. He or she mostse his or he
corporate position for personal gain or advantagé duty prohibits selflealing by a director and mandates tha
best interest of the corporation and its sharehsltike precedence over any interest possessed by a
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director, officer or controlling shareholder and sbared by the shareholders generally. In gengectihns of a
director are presumed to have been made on anriefbbasis, in good faith and in the honest bdhiaf the action
taken was in the best interests of the corporatitmwever, this presumption may be rebutted by ewddeof a
breach of one of the fiduciary duties. Should segldence be presented concerning a transactiordingetor, a
director must prove the procedural fairness oftthrsaction, and that the transaction was of fawe to the
corporation.

As a matter of Cayman Islands law, a director @agman Islands company is in the position of adidry
with respect to the company and therefore it issiared that he owes the following duties to th@gany —a duty
to actbona fidein the best interests of the company, a duty nataée a profit based on his or her position as
director (unless the company permits him to doasw) a duty not to put himself in a position whére interests of
the company conflict with his or her personal ieggror his or her duty to a third party. A direadbia Cayman
Islands company owes to the company a duty to @htskill and care. It was previously consideredtth director
need not exhibit in the performance of his or hered a greater degree of skill than may reasonadkyxpected
from a person of his or her knowledge and expedeHowever, English and Commonwealth courts haveeho
towards an objective standard with regard to tlygired skill and care and these authorities amdyliko be followec
in the Cayman Islands.

Shareholder Action by Written Consent

Under the Delaware General Corporation Law, a aafmn may eliminate the right of shareholdersdblegy
written consent by amendment to its certificaténabrporation. Cayman Islands law and our amendeldrestated
articles of association provide that shareholdeag approve corporate matters by way of a unaninaiiten
resolution signed by or on behalf of each sharedroMho would have been entitled to vote on suchenat a
general meeting without a meeting being held.

Shareholder Proposals

Under the Delaware General Corporation Law, a $twder has the right to put any proposal beforeatieual
meeting of shareholders, provided it complies wlith notice provisions in the governing documentspAcial
meeting may be called by the board of directorargr other person authorized to do so in the gorgrdocuments,
but shareholders may be precluded from callingispewetings.

Cayman Islands law and our amended and restatettamf association allow our shareholders holdingles:
than 10% of the paid-up voting share capital ofdbeapany to requisition a shareholders’ meetingadgxempted
Cayman Islands company, we are not obliged by teeatl shareholders’ annual general meetings. Hewewur
amended and restated articles of association eeqgito call such meetings if required by the CamesalLaw, othe
applicable law, rules or regulations or the Nasdates.

Cumulative Voting

Under the Delaware General Corporation Law, cuniudatoting for elections of directors is not permdt
unless the corporation’s certificate of incorparatspecifically provides for it. Cumulative votipgtentially
facilitates the representation of minority shareleos on a board of directors since it permits tireonty shareholde
to cast all the votes to which the shareholdentiiled on a single director, which increases tharsholder’s voting
power with respect to electing such director. Asmpted under Cayman Islands law, our amended est@ted
articles of association do not provide for cumuiatvoting. As a result, our shareholders are rfor@éd any less
protections or rights on this issue than sharehlsldea Delaware corporation.

Removal of Directors

Under the Delaware General Corporation Law, a thireaf a corporation with a classified board may be
removed only for cause with the approval of a mgjaf the outstanding shares entitled to votegaslthe
certificate of incorporation provides otherwise.dénour amended and restated articles of assatjati@ctors ma
be removed by ordinary resolution of the sharefhslde all directors (other than the one who is reed) passing a
resolution or signing a notice effecting the remafasuch a director from his office.
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Transactions with Interested Shareholde

The Delaware General Corporation Law contains @nlegs combination statute applicable to Delaware
corporations whereby, unless the corporation hasipally elected not to be governed by such s$taly
amendment to its certificate of incorporationsiprohibited from engaging in certain business doations with an
“interested shareholder” for three years followihg date that such person becomes an interesteshskder. An
interested shareholder generally is a person oo@pgvho or which owns or owned 15% or more ofttrget’s
outstanding voting stock within the past three ge@his has the effect of limiting the ability opatential acquirer
to make a two-tiered bid for the target in whichshlareholders would not be treated equally. Thtutt does not
apply if, among other things, prior to the datendrich such shareholder becomes an interested sildezhthe
board of directors approves either the businessgmtion or the transaction which resulted in teespn becoming
an interested shareholder. This encourages anwytpitacquirer of a Delaware corporation to negetthe terms of
any acquisition transaction with the target’s baafrdirectors.

Cayman Islands law has no comparable statute.rAsut, we cannot avail ourselves of the typesrofgetions
afforded by the Delaware business combination t'gakliowever, although Cayman Islands law doesemtlate
transactions between a company and its signifishateholders, it does provide that such transactiwust be
entered intdona fidein the best interests of the company and not vhi¢hetffect of constituting a fraud on the
minority shareholders.

Dissolution; Winding Up

Under the Delaware General Corporation Law, urtlesoard of directors approves the proposal teotire,
dissolution must be approved by shareholders hgltid0% of the total voting power of the corporati@mly if the
dissolution is initiated by the board of directaray it be approved by a simple majority of the cogpion’s
outstanding shares. Delaware law allows a Delawangoration to include in its certificate of incoration a
supermajority voting requirement in connection wdtesolutions initiated by the board. Under the @anies Law
of the Cayman Islands and our amended and resdgields of association, our company may be digshlv
liquidated or wound up by the passing of a speeisblution.

Variation of Rights of Shares

Under the Delaware General Corporation Law, a aafan may vary the rights of a class of shares wie
approval of a majority of the outstanding sharesuzh class, unless the certificate of incorporapimvides
otherwise. Under Cayman Islands law and our ameadddestated articles of association, if our skaystal is
divided into more than one class of shares, we vaay the rights attached to any class only withdbesent in
writing of the holders of 75% of the issued sharethat class or with the sanction of a speciabigon passed at a
general meeting of the holders of the shares afdlaas.

Amendment of Governing Documents

Under the Delaware General Corporation Law, a aafmn’s governing documents may be amended wéh th
approval of a majority of the outstanding shardgled to vote, unless the certificate of incorgara provides
otherwise. As permitted by Cayman Islands law,auended and restated memorandum and articlesafiassn
may only be amended by the passing of a specialutém.

Rights of Non-Resident or Foreign Shareholders

There are no limitations imposed by our amendedrasidited memorandum and articles of associatidheon
rights of non-resident or foreign shareholdersdld lor exercise voting rights on our shares. Initimid there are no
provisions in our amended and restated memoranadahnaudicles of association governing the ownersipshold
above which shareholder ownership must be disclosed
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Directors Power to Issue Share

Subject to applicable law, our board of directarsinpowered to issue or allot shares or grant mptad
warrants with or without preferred, deferred, dfiedi or other special rights or restrictions. Howenif any issue of
shares (including any issue of ordinary shareswgrshares with preferred, deferred, qualified tyreotspecial rights
or restrictions) is proposed and such shares peabtusbe issued are at least 20% by par valueegbdin value of all
then issued shares, then the prior approval byhardiresolution of the holders of the ordinary slsarvoting
together as one class, will be required. Theseigioms could have the effect of discouraging tipiadties from
seeking to obtain control of our company in a teradter or similar transaction.

Ordinary Shares

In June 2006, as part of our corporate restrugjusire issued a total of 100,350,000 ordinary shdresse
ordinary shares were issued to Yonghua Solar Pbwestment Holding Ltd., WHF Investment Co., Ltd.,
YongGuan Solar Power Investment Holding Ltd., Y@angblar Power Investment Holding Ltd., Yonglianda®o
Power Investment Holding Ltd., Yonggiang Solar Poimeestment Holding Ltd., YongXing Solar Power
Investment Holding Ltd. and Forever-brightness streents Limited.

In June and August 2006, we issued in a privategpfeent an aggregate of 79,644,754 series A cobieerti
preference shares to Citigroup Venture Capitakidgonal Growth Partnership, L.P., Citigroup VeaetCapital
International Co-Investment, L.P., Hony CapitdlLlP., LC Fund Ill L.P., Good Energies Investmeldergey)
Limited and two individual investors at an averagechase price of approximately US$0.67 per sharadgregate
proceeds, before deduction of transaction expen$&sS$53 million. All of these 79,644,754 series@nvertible
preference shares were converted to ordinary slbdis company upon the completion of our inipablic
offering.

We completed our initial public offering of 60,0000 ordinary shares, in the form of ADSs, at US$Q2er
ADS on December 26, 2006, after our ordinary shanesAmerican Depositary Receipts were registenstbuthe
Securities Act.

On January 29, 2008, we closed an offering of Ug%L.iillion 3.50% convertible senior notes due 2618
qualified institutional buyers pursuant to Rule Ad4hder the Securities Act and received net proseéd
US$167.9 million. Holders may convert the notes imtir ADSs. Concurrently with this note offeringe wlosed an
offering of 9,019,611 ADSs, representing 45,098,0&b8nary shares, to facilitate the note offeriiég did not
receive any proceeds, other than the par valueeoRDSs, from such offering of ADSs.

From July 17, 2008 to August 12, 2008, we issuatisamd 5,421,093 ADSs in “at-the-market” offeringih
an aggregate sale price of US$73.9 million, of Wwhi@ received net proceeds of US$71.8 million.

From September 17, 2009 to November 18, 2009, suedsand sold 3,888,399 ADSs in
“at-the-market” offerings with an aggregate salegof US$23.1 million, of which we received nebpeeds of
US$21.8 million.

In September 2010, we issued in a private placemreaggregate of 36,455,089 ordinary shares to Hanw
Solar at a purchase price of US$2.144 per sharafaggregate sale price of US$78.2 million. Coreuly with
the closing of this offering, we issued 30,672,688inary shares to Hanwha Solar at par value obtt@ary share
and an additional 14,407,330 ordinary shares grectgd to be issued to Hanwha Solar at par valoa aptaining
shareholder approval for this issuance.

Registration Rights

Pursuant to the registration rights agreement daied 27, 2006, we granted to the holders of alinary
shares which were converted from our series A cdifde preference shares certain registration sigivhich
primarily include:

« Demand Registration: Upon request of any of the non-individual holdefreur ordinary shares which were
converted from our series A convertible preferesttares, we shall effect registration with respeché
registrable securities held by such holders orrma father tharForm F-3 (or any comparable form for
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registration for an offering in a jurisdictionhetr than the United States), provided we shall belybligated
to effect three such registratiol

« Piggyback Registration: The holders of our ordinary shares which werevedaed from our series A
convertible preference shares and their permitetsterees are entitled to “piggyback” registratigits,
whereby they may require us to register all or pat of the registrable securities that they holtha time
when we register any of our ordinary shares. Abwth holders have waived their piggyback registnat
rights in this offering

« Registrations olForm F-3. We have granted the holders of our ordinary shatd@ch were converted from
our series A convertible preference shares and pleemitted transferees of the registrable seesritie right
to an unlimited number of registrations under Fé&#8 (or any comparable form for a registration in a
jurisdiction other than the United States) to thieet we are eligible to use such form to offens#ies.

Pursuant to a shareholder agreement between Ha®athnand our company dated September 16, 2010, we
granted to Hanwha Solar certain registration rigitsich primarily include:

« Demand Registration: Upon the request of Hanwha Solar, we shall effegistration with respect to the
registrable securities held on a form other tham6-3 (or any comparable form for a registrationdn
offering in a jurisdiction other than the Unitecht&ts), provided we shall only be obligated to dfferee sucl
registrations

« Demand Registrations cForm F-3. We have granted Hanwha Solar the right to registder Form F-3 (or
any comparable form for a registration in a jurgsidin other than the United States) to the extentve
eligible to use such form to offer securiti

« Piggyback Registration. Hanwha Solar is entitled to “piggybaci€gistration rights, whereby it may reqt
us to register all or any part of the registratdeusities that it holds at the time when we regiatey of our
ordinary shares

Lock-Up

Pursuant to a shareholder agreement between Ha®alanand our company dated September 16, 2018, for
period of one year, Hanwha Solar agreed not to agsdign, transfer, distribute or otherwise dispafser convey
legal or beneficial interest in, or create, incuassume any lien with respect to, whether volyntarinvoluntary,
our ordinary shares, unless otherwise approvedibynadependent directors, subject to certain exoegt In
addition, after the expiration of this one-yeariper Hanwha Solar agreed not to sell, assign, teandistribute or
otherwise dispose of, or convey legal or beneficitdrest in, or create, incur or assume any ligh respect to,
whether voluntary or involuntary, our ordinary stmexceeding 25% of the total number of our orgishares
issued and outstanding in any 12-month period estildp certain exceptions.
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EXCHANGE RATE INFORMATION

The following table sets forth information regamglitne rates in Renminbi per U.S. dollar for theiquis

indicated.
Renminbi per U.S. Dollar Rate(1)
Period End Average(2' Low High

2005 8.070: 8.182¢ 8.070: 8.276¢
2006 7.804: 7.957¢ 7.804. 8.070:
2007 7.294¢ 7.580¢ 7.294¢ 7.8127
2008 6.822¢ 6.919:¢ 6.780( 7.294¢
2009 6.825¢ 6.829¢ 6.817¢ 6.847(
2010

May 6.830¢ 6.827F 6.824:! 6.831(
June 6.781¢ 6.818¢ 6.781f 6.832:
July 6.773¢ 6.776: 6.770¢ 6.780
August 6.806¢ 6.787: 6.767C  6.806¢
Septembe 6.690¢ 6.739¢ 6.686¢ 6.810:
October 6.670¢ 6.667¢ 6.639° 6.691:
November (through November 5, 20: 6.662: 6.675¢ 6.662:  6.690¢

(1) For periods prior to January 1, 2009, the exchaatgs reflect the noon buying rates as reportettidyederal
Reserve Bank of New York. For periods after Jandai3009, the exchange rates reflect the excheaatge as
set forth in the H.10 statistical release of thddfal Reserve Boar

(2) Annual averages are calculated from month-end.ritensthly averages are calculated using the avevhtee
daily rates during the relevant peri

This prospectus contains translations of certairBRivhounts into U.S. dollar amounts at specifiedgat/nles
otherwise stated, the translations of RMB into Wi&lars have been made at the exchange rate &stbedn
September 30, 2010 in the H.10 statistical releasiee Federal Reserve Board, which was RMB6.68033%1.00.
We make no representation that the RMB or U.Sadalinounts referred to in this prospectus coule teen or
could be converted into U.S. dollars or RMB, asdhse may be, at any particular rate or at all."Resk Factors —
Risks Related to Our Company and Our Industry —ettlations in exchange rates could adversely affect
business as well as result in foreign currency arge losses” and “Risk Factors Risks Related to Doing Busing
in China — Restrictions on currency exchange mat lour ability to receive and use our revenuectiiely” for
discussions of the effects of fluctuating excharages and currency control on the value of our ACLBs
November 5, 2010, the exchange rate as set fottieil.10 statistical release of the Federal ResBoard wa:
RMB6.6622 to US$1.00.
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SHARES ELIGIBLE FOR FUTURE SALE

All of the ADSs sold in this offering and the ordity shares they represent will be freely transieraip person
other than our “affiliates” without restriction the United States or further registration under3keurities Act.
Sales of substantial amounts of our ADSs in thdipuiarket could adversely affect prevailing margates of our
ADSs.

The ordinary shares held by existing shareholdees o, and those ordinary shares converted fram o
series A convertible preference shares upon thelgion of, our initial public offering are “resttied securities,as
that term is defined in Rule 144 under the Se@agifict. These restricted securities may be soldaérunited States
only if they are registered or if they qualify fam exemption from registration under Rule 144 deR®1 under the
Securities Act. These rules are described below.

Rule 144

In general, under Rule 144, a person (or persomms&khares are aggregated) who is not deemed edlean
an affiliate of ours at any time during the threentins preceding a sale, and who has beneficiallyeowestricted
securities within the meaning of Rule 144 for atskesix months (including any period of consecutivership of
preceding non-affiliated holders) would be entitedsell those shares, subject only to the avditploif current
public information about us. A non-affiliated pemsoho has beneficially owned restricted securitigkin the
meaning of Rule 144 for at least one year wouldiiéled to sell those shares without regard topttoerisions of
Rule 144.

In general, under Rule 144, our affiliates or passselling shares on behalf of our affiliates artitled to sell
upon expiration of the lock-up agreements descridime, a number of shares that does not exceegtaéhter of:

« 1% of the number of ordinary shares then outstapdimthe form of ADSs or otherwise;

« the average weekly trading volume of the ADGwesenting our ordinary shares on the NasdagaGlob
Market during the four calendar weeks precedinditimg of a notice on Form 144 with respect to ssale.

Sales under Rule 144 by our affiliates or persefiing shares on behalf of our affiliates are asbject to
certain manner of sale provisions and notice reguémts and to the availability of current publifoimation about
us.

Rule 701

Beginning 90 days after the date of this prospegessons other than affiliates who purchased arglishares
under a written compensatory plan or contract nmeagtitled to sell such shares in reliance on RQle Rule 701
permits affiliates to sell their Rule 701 sharedemRule 144 without complying with the holding jper
requirements of Rule 144. Rule 701 further provithas non-affiliates may sell these shares in mekeon Rule 144,
subject only to its manner-of-sale requirementswelger, the Rule 701 shares would remain subject to
lock-up arrangements and would only become eliditMesale when the lock-up period expires.
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TAXATION

The following summary of the material Cayman IsaiRRC and United States federal tax consequericas o
investment in our ADSs or ordinary shares is bagash laws and relevant interpretations thereoffieet as of the
date of this prospectus supplement, all of whighsambject to change. This summary does not delalalipossible
tax consequences relating to an investment in @8%\or ordinary shares, such as the tax conseqseamuger U.S.
state, local and other tax laws. To the extent thatdiscussion relates to matters of Cayman Iddasd law, it
represents the opinion of Maples and Calder, ouyiBan Islands counsel. To the extent the discusslates to
PRC tax law, it represents the opinion of Grandagal Group (Shanghai). To the extent that thewdision relate:
to matters of U.S. federal income tax law, it reyemgts the opinion of Shearman & Sterling LLP, quecsal
U.S. counsel.

Cayman Islands Taxation

The Cayman Islands currently levies no taxes oivididals or corporations based upon profits, incpgans
or appreciation and there is no taxation in theimrgadf inheritance tax or estate duty. No Cayméamis stamp duty
will be payable unless an instrument is executetiriought to, or produced before a court of ther@ay Islands.
The Cayman Islands is not party to any doublereaties that are applicable to any payments madeltg our
company. There are no exchange control regulatiogsrrrency restrictions in the Cayman Islands.

PRC Taxation

Under the EIT, which took effect as of Januaryd0&, enterprises established under the laws offiRG-
jurisdictions but whos“de facto management body” is located in the PRCcansidered “resident enterprises” for
PRC tax purposes. The EIT does not define the tdenfiacto management.” However, the Implementation
Regulations for the Enterprise Income Tax Law ef #RC issued by the State Council on December(g, &6finec
de facto management body as an establishmentxeasesubstantial and comprehensive managemerdanicbl
over the business operations, staff, accountirggtasnd other aspects of the enterprise. Sinctasuially all of
our management is currently based in the PRC, andremain in the PRC in the foreseeable futuris,likely that
we will be regarded as a “resident enterprize’a strict application of the EIT and its Implertaion Regulations. |
Solarfun or any of its non-PRC subsidiaries istedas a “resident enterprise” for PRC tax purpaSekarfun or
such subsidiary will be subject to PRC income taxvorldwide income at a uniform tax rate of 25%glaging the
dividend income received from our PRC subsidianbgch should have been subject to PRC income taady.

Moreover, the EIT provides that an income tax odt&0% is normally applicable to dividends payatol@on-
PRC investors who are “non-resident enterprisesthé extent such dividends are derived from s@mgthin the
PRC. We are a Cayman Islands holding company dbstautially all of our income is expected to beidt from
dividends we receive from our operating subsidgatieated in the PRC (through our holding companycsure).
Thus, dividends paid to us by our subsidiarieshim@ may be subject to the 10% income tax if wecaresidered a
“non-resident enterprise” under the EIT.

If we are deemed by the PRC tax authorities agsident enterprise” and declare dividends, undeeiisting
implementation rules of the EIT, dividends paidusyto our shareholders or ADS holders, which aon*mesident
enterprises” and do not have an establishmentawepf business in the PRC, or which have an ésiahént or
place of business in the PRC but the relevant ircisnmot effectively connected with that establishtror place of
business, might be subject to PRC withholding tak086 or a lower treaty rate.

Similarly, any gain realized on the transfer of AD@ shares by non-PRC investors who are “non-eesid
enterprises,” is also subject to 10% PRC withhagditome tax if such gain is regarded as incomivei@from
sources within the PRC. If we are considered adezg enterprise,” it is unclear whether the divide we pay with
respect to our ordinary shares or ADSs, or the gainmay realize from the transfer of our ordinsimares or ADSs,
would be treated as income derived from sourcesimvihe PRC and subject to PRC tax.

According to the EIT, PRC income tax at the rat@@¥ is applicable to dividends payable to indiadu
investors if such dividends are regarded as incdemnized from sources within the PRC. Any gain sdion the
transfer of ADSs or shares by individual invesieralso subject to PRC tax at 20% if such gairgarded as
income derived from sources within the PRC. If we @eemed by the PRC tax authorities as a “resilgetprise,”
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the dividends we pay to our individual investorsharespect to our ordinary shares or ADSs, or #ie the
individual investors may realize from the transfépur ordinary shares or ADSs, might be treateshesme derive
from sources within the PRC and be subject to PGt 20% or a lower treaty rate. Under the curdentble
taxation treaty between the PRC and the UnitedeStéor beneficial owners of shares who are tailess in the
United States who qualify for the benefits of tresaty, and whose ownership of the shares is nibattible to an
establishment or place of business in the PRCapipticable treaty rate on dividends is 10% (theeéy Rate”).

U.S. Federal Income Taxation

The following discussion describes the material. fe8eral income tax consequences to U.S. Holdi=fingd
below) under present law of an investment in theS8Dr ordinary shares. This summary applies onigvestors
that hold the ADSs or ordinary shares as capit#tas This discussion is based on the tax lawlseobnited States
as in effect on the date of this prospectus supghtrmnd on U.S. Treasury regulations in effech@ame cases,
proposed, as of the date of this prospectus sugplgras well as judicial and administrative intetptions thereof
available on or before such date. All of the foliegaauthorities are subject to change, which chaogid apply
retroactively and could affect the tax consequedessribed below.

The following discussion does not deal with thedarsequences to any particular investor or togmesrén
special tax situations such as:

« certain financial institutions

 insurance companie

 broker dealers

* U.S. expatriates

« traders that elect imark-to-market;

 tax-exempt entities

 persons liable for alternative minimum ti

» persons whose functional currency is not the UoBad

» persons holding an ADS or ordinary share asgia straddle, hedging, conversion or integrated
transaction; o

» persons that actually or constructively own 10%nare of our voting stocl

PROSPECTIVE PURCHASERS ARE URGED TO CONSULT THEIR TAX ADVISORS ABOUT THE
APPLICATION OF THE U.S. FEDERAL TAX RULES TO THEIR PARTICULAR CIRCUMSTANCES AS
WELL AS THE STATE, LOCAL AND FOREIGN TAX CONSEQUENC ES TO THEM OF THE
PURCHASE, OWNERSHIP AND DISPOSITION OF ADSs OR ORDINARY SHARES.

The discussion below of the U.S. federal incomectaxsequences to “U.S. Holders” will apply if yae a
beneficial owner of ADSs or ordinary shares and sy for U.S. federal income tax purposes:

« an individual who is a citizen or resident of theitdd States

< a corporation (or other entity taxable as ipomation for U.S. federal income tax purposespaizged under
the laws of the United States, any state in theddrstates or the District of Columb

« an estate whose income is subject to U.S. fedecahie taxation regardless of its source

e atrust that (1) is subject to the primaryewjsion of a court within the United States ané onmore
U.S. persons have the authority to control all tit&l decisions of the trust or (2) was in exiseon
August 20, 1996, was treated as a U.S. person thdéy.S. Internal Revenue Code of 1986, as amermted
the previous day and has a valid election in effecter applicable U.S. Treasury regulations tabatéd as
U.S. person
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If you are a partner in a partnership or othertgmtixable as a partnership for U.S. federal inctemepurposes
that holds ADSs or ordinary shares, your tax treatngenerally will depend on your status and thivities of the
partnership. If you are a partnership or a paiitmerpartnership holding ADSs or ordinary shares, should
consult your own tax advisors.

The U.S. Treasury has expressed concerns thagpéstivhom depositary shares are released befaressare
delivered to the depositary (“pre-releas@h)jntermediaries in the chain of ownership betweeners and the isstL
of the security underlying the depositary shareg bheataking actions that are inconsistent withalaéming of
foreign tax credits by owners of depositary shaBegh actions would also be inconsistent with tharing of the
reduced rate of tax, described below, applicabiivimends received by certain neofporate owners. Accordingl
the analysis of the creditability of any foreigmea and the availability of the reduced tax ratedfeidends received
by certain U.S. Holders of ADSs, each describedwgtould be affected by actions taken by partiestiom the
ADSs are released.

The discussion below assumes that the represematantained in the deposit agreement are tru¢hatdhe
obligations in the deposit agreement and any rélatgeement will be complied with in accordancenwliieir terms
If you hold ADSs, you should be treated as the éotd the underlying ordinary shares representethbge ADSs
for U.S. federal income tax purposes. Exchangesdihary shares for ADSs and ADSs for ordinary ebar
generally will not be subject to U.S. federal ineotax.

Taxation of Dividends and Other Distributions on¢hADSs or Ordinary Shares

Subject to the passive foreign investment compalgsrdiscussed below, the gross amount of anyitalison
(including constructive dividends) to you with respto the ADSs or ordinary shares generally véliicluded in
your gross income as dividend income on the dasefal or constructive receipt by the depositeryhe case ¢
ADSs, or by you, in the case of ordinary sharespbly to the extent that the distribution is paidt of our current
or accumulated earnings and profits (as determimelgr U.S. federal income tax principles). Thedtvids will not
be eligible for the dividends-received deductidowaéd to corporations in respect of dividends reegifrom
U.S. corporations.

With respect to certain non-corporate U.S. Holdeduding individual U.S. Holders, for taxable yea
beginning before January 1, 2011, dividends magtitoiee “qualified dividend income” and be taxedts lower
applicable capital gains rate, provided that (£) ADSs or ordinary shares are readily tradableroestablished
securities market in the United States, (2) wenattea passive foreign investment company (as disclibelow) for
either our taxable year in which the dividend waglpr the preceding taxable year, and (3) ceftalding period
requirements are met. Under U.S. Internal Revemuei& authority, ordinary shares, or ADSs représgrsuch
shares, are considered for the purpose of clagsb@le to be readily tradable on an establishedriges market il
the United States if they are listed on the Nasalipal Market, as our ADSs are. You should congoltr tax
advisors regarding the availability of the loweterfor dividends paid with respect to our ADSs ativary shares.

Dividends will constitute foreign source income BiS. foreign tax credit limitation purposes. léttividends
are qualified dividend income (as discussed abdkie)amount of the dividend taken into accounfpfamposes of
calculating the U.S. foreign tax credit limitatiaill in general be limited to the gross amounttué tividend,
multiplied by the reduced rate divided by the higfhrate of tax normally applicable to dividendseTimitation on
foreign taxes eligible for credit is calculated aegiely with respect to specific classes of incofwe.this purpose,
dividends distributed by us with respect to the A ordinary shares will generally constitute ‘§ias category
income” but could, in the case of certain U.S. Ho#] constitute “general category income.”

Subject to certain conditions and limitations, PRihholding taxes on dividends at a rate not exoeethe
Treaty Rate may be treated as foreign taxes ediddyl credit against your U.S. federal income ta8. Holders
should consult their own tax advisors regardingcifeglitability of any PRC tax, in their particuleircumstances.

To the extent that the amount of the distributisoeds our current and accumulated earnings affitispio
will be treated first as a tax-free return of y¢ax basis in your ADSs or ordinary shares, anthéoeixtent the
amount of the distribution exceeds your tax bdkisgxcess will be taxed as capital gain. We dantend to
calculate our earnings and profits under U.S. faéldacome tax principles. Therefore, you shouldestithat any
distribution we make will generally be treated afvadend.
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Taxation of Disposition of ADSs or Ordinary Shart

Subject to the passive foreign investment compalgsrdiscussed below, you will recognize taxable ga
loss on any sale, exchange or other taxable disposif an ADS or ordinary share equal to the défece between
the amount realized for the ADS or ordinary sham your tax basis in the ADS or ordinary share. gai or loss
generally will be capital gain or loss. If you a@on-corporate U.S. Holder, including an individues. Holder,
who has held the ADS or ordinary share for more thrae year, you will be eligible for reduced tatesa The
deductibility of capital losses is subject to liatibns. Any such gain or loss that you recognidégenerally be
treated as U.S. source income or loss for foreagrctedit limitation purposes.

If PRC withholding tax were to apply to a sale, lexgge or other taxable disposition of an ADS ofrang
share, as described above under “— PRC Taxatiaugenerally would only be able to claim a foreigr credit
for the amount withheld to the extent that you hswEicient foreign source income. In the event PRC tax is
withheld from a sale, exchange or other taxablpatigion of an ADS or ordinary share, a U.S. Holihat is
eligible for the benefits of the income tax trebgtween the United States and the PRC may be@bledt to treat
the gain from such a disposition as foreign sofwcéoreign tax credit limitation purposes. If PR&X is withheld,
you should consult your own tax advisor regardingneligibility for the benefits of the income tieaty betweel
the United States and the PRC and the creditaloiligny PRC tax in your particular circumstances.

Passive Foreign Investment Company

We do not expect to be a passive foreign investrmemipany, or PFIC, for U.S. federal income tax psgs fo
our current taxable year ending December 31, 2010 the foreseeable future. Our actual PFIC stiaiughe
current taxable year ending December 31, 2010 apdudure taxable year depends on the compositi@un
income and assets for the applicable taxable yehcannot be determined until the close of theiaable taxable
year. Accordingly, there is no guarantee that wieneit be a PFIC for the current taxable year or fature taxable
year. Anon-U.S. corporation is considered to be a PFIGafgrtaxable year if either:

« at least 75% of its gross income is passive incam

 at least 50% of the value of its assets (baseain average of the quarterly values of the sasheatng a
taxable year) is attributable to assets that preduare held for the production of passive incc

We will be treated as owning our proportionate shadrthe assets and our receiving proportionateestfethe
income of any other corporation in which we ownmedily or indirectly, more than 25% (by value) bétstock.

We must make a separate determination each yeamvdsether we are a PFIC. As a result, our PFI€istaay
change. If we are a PFIC for any year during wlyich hold ADSs or ordinary shares, unless you make a
“mark-to-market” election as discussed below, weegally will continue to be treated as a PFIC fbsacceeding
years during which you hold ADSs or ordinary sha

If we are a PFIC for any taxable year during whioln hold ADSs or ordinary shares, you will be sabje
special tax rules with respect to any “excessibistion” that you receive and any gain you reafizen a sale or
other disposition (including a pledge) of the ADB®rdinary shares, unless you make a “mark-to-gtéaedection
as discussed below. Distributions you receivetexable year that are greater than 125% of theageeannual
distributions you received during the shorter @ three preceding taxable years or your holdingpgdor the ADS:
or ordinary shares will be treated as an excesshiison. Under these special tax rules:

« the excess distribution or gain will be allzhratably over your holding period for the ADSdinary
shares

« the amount allocated to the current taxable,y&nd any taxable year prior to the first taxatdar in which
we became a PFIC, will be treated as ordinary irescand

« the amount allocated to each other year wilsbbject to the highest tax rate in effect fot ttear and the
interest charge generally applicable to underpaysnefitax will be imposed on the resulting taxihtitable
to each such yes
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The tax liability for amounts allocated to year®pto the year of disposition or “excess distribat cannot be
offset by any net operating losses for such yeard,gains (but not losses) realized on the saleeoADSs or
ordinary shares cannot be treated as capital, ifyen hold the ADSs or ordinary shares as capitalets.

Alternatively, a U.S. Holder of “marketable stods defined below) in a PFIC may make a
mark-to-market election for such stock of a PFI@Iext out of the tax treatment under the excestsilolition
regime. If you make a mark-to-marladection for the ADSs or ordinary shares, you witlude in income each ye
an amount equal to the excess, if any, of thenfigirket value of the ADSs or ordinary shares ab®fttose of your
taxable year over your adjusted basis in such A®sdinary shares. You are allowed a deductioniHerexcess,
any, of the adjusted basis of the ADSs or ordirséuigres over their fair market value as of the ctdgbe taxable
year. However, deductions are allowable only toektent of any nemark-to-market gains on the ADSs or ordinary
shares included in your income for prior taxablarge Amounts included in your income under a
mark-to-market election, as well as gain on theadale or other disposition of the ADSs or ordirshares, are
treated as ordinary income. Ordinary loss treatrabsat applies to the deductible portion of any ntarknarket loss
on the ADSs or ordinary shares, as well as to asy tealized on the actual sale or dispositiom®fADSs or
ordinary shares, to the extent that the amounudf $oss does not exceed the net mark-to-markasgaeviously
included for such ADSs or ordinary shares. Youiidasthe ADSs or ordinary shares will be adjudtedeflect any
such income or loss amounts. The U.S. federal irctax rules that apply to distributions by corpinag that are
not PFICs would apply to distributions by us.

The mark-to-market election is available only fardrketable stock,” which is stock that is reguldargded in
other than de minimis quantities on at least 15ahying each calendar quarter on a qualified engbaincluding
the Nasdaq, or other market, as defined in apgkddts. Treasury regulations. The ADSs are listedhe Nasdaq,
and we expect that they will continue to be redylaaded on the Nasdag. Consequently, if you drelder of
ADSs, the mark-to-market election should be avélad you were we to be or become a PFIC.

If you hold ADSs or ordinary shares in any yeawinich we are a PFIC, you will be required to file
U.S. Internal Revenue Service Form 8621 regardistyiloutions received on the ADSs or ordinary shassy gain
realized on the disposition of the ADSs or ordinsimares and any “reportable election” with respethe ADSs or
ordinary shares in accordance with the instructtorsuch form. In addition, each U.S. shareholder BFIC is
required to file such annual information as is #jest by the U.S. Treasury Department. You showdsult your
own tax advisor concerning the reporting requiretsiémat would apply if we were to be a PFIC for sawable
year.

In addition, if we are a PFIC, we do not intengbtepare or provide you with the information necessa make
a “qualified electing fund” election.

Information Reporting and Backup Withholding and @er Reporting Requirements

Dividend payments with respect to ADSs or ordingtmgres and proceeds from the sale, exchange anptide
of ADSs or ordinary shares may be subject to infdrom reporting to the U.S. Internal Revenue Seraicd
possible U.S. backup withholding. Backup withhotgdimill not apply, however, if you are a corporatimna
U.S. Holder who furnishes a correct taxpayer ideatiion number and makes any other required éeatibn or if
you are otherwise exempt from backup withholdifiggou are a U.S. Holder who is required to estabdisempt
status, you generally must provide such certifigattn U.S. Internal Revenue Service Form W-9. H@ders
should consult their tax advisors regarding thdiegion of the U.S. information reporting and bapkwithholding
rules.

Backup withholding is not an additional tax. Amagimtithheld as backup withholding may be creditealist
your U.S. federal income tax liability, and you natain a refund of any excess amounts withhelcutite backu
withholding rules by filing the appropriate claiwrfrefund with the U.S. Internal Revenue Servicg famnishing
any required information in a timely manner.

In addition, for taxable years beginning after Mei®, 2010, certain U.S. Holders who are individubht holc
certain foreign financial assets (which may incltitee ADSs or ordinary shares) are required to tapformation
relating to such assets, subject to certain exzeptiY ou should consult your own tax advisor remeydhe effect, if
any, of these rules on your ownership and dispsitif the ADSs or ordinary shares.
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UNDERWRITING

Subject to the terms and conditions of the und¢ingriagreement, the underwriters named below, tirdheir
representatives, namely, Morgan Stanley & Co. frggonal plc and UBS Securities LLC, have severaflyeed to
purchase from us the following respective numbekdSs:

Underwriters Number of ADSs
Morgan Stanley & Co. International 4,400,001
UBS Securities LLC 2,800,001
HSBC Securities (USA) Inc 400,00(
Wells Fargo Securities, LL! 400,00(

Total 8,000,00!

The underwriting agreement provides that the olibga of the several underwriters to purchase AbD&ged
hereby are subject to certain conditions precededtthat the underwriters will purchase all of #12Ss offered by
this prospectus supplement and the accompanyirgpeotus, other than those covered by the ovematiot option
described below, if any of these ADSs are purchased

We have been advised by the managers for the unitensithat the underwriters propose to offer tH2SA to
the public at the public offering price set forththe cover of this prospectus supplement and atedeat a price
that represents a concession not in excess of @8&@er ADS under the public offering price. Aftee initial
public offering, representatives of the underwsteray change the offering price and other sellenms.

We have granted to the underwriters an option,asale not later than 30 days after the dateisftospectt
supplement, to purchase up to 1,200,000 additidbeds at the public offering price less the undetingi discounts
and commissions set forth on the cover page ofptispectus supplement. The underwriters may esethis
option only to cover over-allotments made in corioecwith the sale of the ADSs offered by this estus
supplement and the accompanying prospectus. Texteat that the underwriters exercise this opteath of the
underwriters will become obligated, subject to dtiads, to purchase approximately the same pergenéthese
additional ADSs as the number of ADSs to be puretidy it in the above table bears to the total nremalh ADSs
offered by this prospectus supplement and the apgaaging prospectus. We are required, pursuangtopition, to
sell these additional ADSs to the underwritershiéxtent the option is exercised. If any additigxaSs are
purchased, the underwriters will offer the addiibADSs on the same terms as those on which thesAD&being
offered.

The underwriting discounts and commissions per AbSequal to the public offering price per ADS ldss
amount paid by the underwriters to us per ADS. Oin@erwriting discounts and commissions are 4% efpilblic
offering price. We have agreed to pay the undeengithe following discounts and commissions, assgreither no
exercise or full exercise by the underwriters @f timderwriters’ over-allotment option:

Total Fees
With Full
Without Exercise of Exercise of
Over-Allotment Over-Allotment
Fee per ADS Option Option
US$ US$ Us$
Discounts and commissions 0.3€ 2,880,00! 3,312,001

We have agreed to indemnify the underwriters agamse specified types of liabilities, includinghilities
under the Securities Act, and to contribute to pamgts the underwriters may be required to makespeet of any ¢
these liabilities.

We have agreed that, without the prior written em®f the managers on behalf of the underwrifersa
period of 90 days after the date of this prospestysplement, subject to the exceptions specifiéalpave will not:

« offer, pledge, sell, contract to sell, sely aption or contract to purchase, purchase anyogi contract to
sell, grant any option, right or warrant to purahdend, or otherwise transfer or dispose of, diyesr
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indirectly, any ordinary shares or ADSs or angusities convertible into or exercisable or excheatge for
ordinary shares or ADS

 enter into any swap or other arrangementtthasfers to another, in whole or in part, anyhef €conomic
consequences of ownership of the ordinary sharé®&s; or

« any ordinary shares or ADSs or any securdas/ertible into or exercisable or exchangeableofdinary
shares or ADS:

whether any such transaction described abovelie &ettled by delivery of ADSs, ordinary sharesuarh other
securities, in cash or otherwise. The foregointric®ns will not apply to (1) the ordinary shamsADSs to be
sold pursuant to this prospectus supplement; @)stsuance by us of ordinary shares or ADSs uppexbrcise of
an option or warrant or the conversion of a segunittstanding on the date hereof of which the undtars have
been advised in writing, or (3) the establishmdra trading plan pursuant to Rule 10b5-1 undeigkehange Act
for the transfer of ordinary shares or ADSs. Ndtgtanding the foregoing, if (i) during the lastdays of the
lock-up period we issue an earnings release orriabtews or a material event relating to us occorgii) prior to
the expiration of the 90-day lock-up period, we @mmce that we will release earnings results duitieg

16-day period beginning on the last day of the 8@1dck-up period, the lock-up will continue to &ppntil the
expiration of the 18-day period beginning on treu@nce of the earnings release or the occurrenibe ofiaterial
news or material event.

In addition, each of our executive officers, dimstand Hanwha Solar, have agreed that, withoypiioe
written consent of the managers on behalf of treenariters, they will not, during the period endi@@ days after
the date of this prospectus supplement:

« offer, pledge, sell, contract to sell, selyaption or contract to purchase, purchase anyopir contract to
sell, grant any option, right or warrant to purahdend, or otherwise transfer or dispose of, diyesr
indirectly, any ordinary shares or ADSs benefigiaivned (as such term is used in the Exchangebict)
them or any other securities so owned convertitile dr exercisable or exchangeable for ordinaryeshar
ADSs; or

¢ enter into any swap or other arrangementtthasfers to another, in whole or in part, anyhaf €conomic
consequences of ownership of the ordinary sharaP&s;

whether any such transaction described abovelis &ettled by delivery of ordinary shares, ADSsuwh other
securities, in cash or otherwise. The foregointri®ns will not apply to (1) transactions retedito shares of
ordinary shares or ADSs or other securities acquit@pen market transactions after the compleatiothis offering
(2) transfers of any ordinary shares or ADSs orsaourity convertible into ordinary shares as aafate gift;

(3) distributions of any ordinary shares, ADSs my aecurity convertible into ordinary shares or AD& limited
partners or stockholders of the undersigned; pexlitiat in the case of any transfer or distribuparsuant to (2) or
(3), each donee or distributee shall sign and delivMock-up letter substantially in the form oftletter; or (4) the
establishment of a trading plan pursuant to RukgsllQunder the Exchange Act for the transfer ofimdy shares or
ADSs, provided that such plan does not providdgHertransfer of ordinary shares or ADSs duringréstricted
period and no public announcement or filing untier Exchange Act regarding the establishment of plar shall
be required of or voluntarily made by or on belwdl§uch officer, director, shareholder or us. Ntistianding the
foregoing, if (i) during the last 17 days of the @&y lock-up period we issue an earnings releaseaberial news or
a material event relating to us occurs, or (iipptd the expiration of the 90-day lock-up peria@ announce that
we will release earnings results during the 164ukeyod beginning on the last day of the 90-day {opkperiod, the
lock-up will continue to apply until the expiratiarf the 18-day period beginning on the issuandb®®arnings
release or the occurrence of the material newsabemal event.

In connection with the offering, the underwriteraympurchase and sell ADSs in the open market. These
transactions may include short sales, purchasesvier positions created by short sales and staiglizansactions.

Short sales involve the sale by the underwriters gfeater number of ADSs than they are requirgulitohase
in the offering. Covered short sales are sales rnrada amount not greater than the underwritepsion to purchas
additional ADSs from us in the offering. The undeters may close out any covered short position by
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either exercising their option to purchase add#lo®DSs or purchasing ADSs in the open market.dteanining
the source of ADSs to close out the covered shamitipn, the underwriters will consider, among ottiengs, the
price of ADSs available for purchase in the opemketaas compared to the price at which they magimse ADSs
through the over-allotment option.

Naked short sales are any sales in excess of #reatletment option. The underwriters must closeamny
naked short position by purchasing ADSs in the aparket. A naked short position is more likely odveated if
underwriters are concerned that there may be dowhprassure on the price of the ADSs in the operketgrior
to the completion of this offering.

Stabilizing transactions consist of various bidsdopurchases of our ADSs made by the underwritetise
open market prior to the completion of this offerin

The underwriters may impose a penalty bid. Thisioggvhen a particular underwriter repays to thewoth
underwriters a portion of the underwriting discotateived by it because the managers for the unidersvhave
repurchased ADSs sold by or for the account of thderwriter in stabilizing or short covering transons.

Purchases to cover a short position and stabilizargsactions may have the effect of preventingawring a
decline in the market price of our ADSs. Additidgathese purchases, along with the impositiorhefgenalty bid,
may stabilize, maintain or otherwise affect the keaiprice of our ADSs. As a result, the price of ADSs may be
higher than the price that might otherwise exighimopen market. These transactions may be effectehe Nasd:
Global Market, in the over-the-counter market, threowise.

A prospectus in electronic format is being maddlabke on Internet web sites maintained by one oreof the
underwriters of this offering and may be made adé on web sites maintained by other underwritetler than
the prospectus in electronic format, the informatm any underwriter’'s web site and any informatontained in
any other web site maintained by an underwriteoispart of this prospectus supplement or accompgny
prospectus or the registration statement of whighgrospectus supplement and accompanying praspfarins a
part.

Our ADSs are listed on Nasdaq Global Market unkdersymbol “SOLF.”

Some of the underwriters or their affiliates havevided investment banking or commercial bankinyises tc
us in the past and may do so in the future. Thegive customary fees and commissions for thesécestv

Morgan Stanley & Co. International plc’'s addresg3Cabot Square, Canary Wharf, London E14 4QAtddni
Kingdom and UBS Securities LLC’s address is 29%PParenue, New York, New York 10171-0026.

Selling Restrictions

No action may be taken in any jurisdiction otherrthhe United States that would permit a publiefiy of the
ADSs. This prospectus supplement and the accompagupyospectus do not constitute an offer of, omaitation by
or on behalf of, us or the underwriters, to suliwcfor or purchase any of the ADSs in any jurisdicto any person
to whom it is unlawful to make such an offer origitdtion in that jurisdiction. The distribution ttiis prospectus
supplement and the accompanying prospectus arafftréng of the ADSs in certain jurisdictions mag testricted
by law, and we and the underwriters require persmoswhose possession this prospectus supplemertha
accompanying prospectus come to observe suchctests.

Australia

This prospectus supplement and the accompanyirgpecotus is not a disclosure document under Chéaprexf
the Corporations Act 2001 (Cth), or the Austral@arporations Act, has not been lodged with the ralisin
Securities and Investments Commission and doegurpbrt to include the information required of adidsure
document under Chapter 6D of the Australian Corgmma Act. Accordingly, (i) the offer of the ADSsder this
prospectus supplement and the accompanying prespisobnly made to persons to whom it is lawfubtier the
ADSs without disclosure under Chapter 6D of thetAalisin Corporations Act under one or more exemmgtiset ou
in section 708 of the Australian Corporations Aii},this prospectus supplement and the accompagngiaspectus
is made available in Australia only to those pessas set forth in clause (i) above, and (iii) tferee
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must be sent a notice stating in substance thatbgpting this offer, the offeree represents thaofferee is such a
person as set forth in clause (i) above, and, argesmitted under the Australian Corporations Agtees not to sell
or offer for sale within Australia any of the ADSsId to the offeree within 12 months after its &fen to the offeree
under this prospectus supplement and the accomupapybspectus.

Cayman Islands

Neither this prospectus supplement nor the accoyipguprospectus constitutes an invitation or oftethe
public in the Cayman Islands of the ADSs, whethewhy of sale or subscription. The underwritersehaut offere:
or sold, and will not offer or sell, directly ordimectly, any shares in the Cayman Islands.

European Economic Area

In relation to each Member State of the Europeam&mic Area which has implemented the Prospectus
Directive (each, a “Relevant Member Statafi) offer to the public of any ADSs which are thbjsat of this offerin
may not be made in that Relevant Member State ¢xlapan offer to the public in the Relevant Mem®tate of
any ADSs may be made at any time under the follgvexemptions under the Prospectus Directive, ¥ theve
been implemented in that Relevant Member State:

(a) to legal entities which are authorized or ratpd to operate in the financial markets or, if aathorize:
or regulated, whose corporate purpose is soleiyuest in securities;

(b) to any legal entity which has two or more of §h average of at least 250 employees duringatéte |
financial year; (2) a total balance sheet of mbentEUR43,000,000 and (3) an annual net turnoveraré
than EUR50,000,000, as shown in its last annuabosolidated accounts;

(c) by the underwriters to fewer than 100 naturdegal persons (other than qualified investordefined
in the Prospectus Directive) subject to obtainimg prior consent of the underwriters for any suiéérpor

(d) in any other circumstances falling within Al&#(2) of the Prospectus Directive.

For the purposes of this provision, the expresaiotioffer to the public” in relation to any ADSs amy
Relevant Member State means the communicationyiiaam and by any means of sufficient informatiantbe
terms of the offer and any ADSs to be offered stwanable an investor to decide to purchase th8#Rs the sar
may be varied in that Member State by any measupéementing the Prospectus Directive in that Mengtate an
the expression “Prospectus Directivaegans Directive 2003/71/EC and includes any releivaplementing measu
in each Relevant Member State.

Hong Kong

(a) The ADSs may not be offered or sold in Hong ¢dmy means of any document, other than (i) to
“professional investors” as defined in the Secesitind Futures Ordinance (Cap. 571) of Hong Koxgaan rules
made under that Ordinance; or (ii) in other circtanses which do not result in the document beifgraspectus”
as defined in the Companies Ordinance (Cap. 3Boofy Kong or which do not constitute an offer te lublic
within the meaning of that Ordinance; and

(b) No advertisement, invitation or document relgtio the ADSs may be issued, whether in Hong Kamng
elsewhere, which is directed at or the contentshoth are likely to be accessed or read by, thdipobHong Kong
(except if permitted to do so under the securiigss of Hong Kong) other than with respect to tH2S%s which are
or are intended to be disposed of only to persomside Hong Kong or only to “professional investaas defined it
the Securities and Futures Ordinance (Cap. 57#Hpofy Kong and any rules made under that Ordinance.

Kingdom of Saudi Arabia

This prospectus supplement and the accompanyirgpectus may not be distributed in Saudi Arabiaarty
national of Saudi Arabia except in strict compliawgth part 5 exempt offers Article 17 of the Ofeaf Securities
Regulations enacted under the laws of Saudi Arabia.
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Peopl¢ s Republic of Chine

This prospectus supplement and the accompanyirgpectus have not been and will not be circulated or
distributed in the PRC, and ADSs may not be offenesiold, and will not be offered or sold to anysom for
re-offering or resale, directly or indirectly, toyaresident of the PRC except pursuant to appkckws and
regulations of the PRC.

Singapore

This prospectus supplement and the accompanyirgpeotus have not been registered as a prospedtuthei
Monetary Authority of Singapore. Accordingly, thisospectus supplement and the accompanying praspactl
any other document or material in connection whth offer or sale, or invitation for subscriptionpaurchase, of the
ADSs may not be circulated or distributed, nor riteey ADSs be offered or sold, or be made the subjeah
invitation for subscription or purchase, whetheedily or indirectly, to persons in Singapore ottiemn (i) to an
institutional investor under Section 274 of the 8dies and Futures Act, Chapter 289 of Singaptire (SFA”),

(ii) to a relevant person, or any person pursuai@tection 275(1A), and in accordance with the dionl, specified
in Section 275 of the SFA or (iii) otherwise punstito, and in accordance with the conditions of; atiner
applicable provision of the SFA.

Where the ADSs are subscribed or purchased undtio8&75 by a relevant person which is:

(a) a corporation (which is not an accredited itmgghe sole business of which is to hold investteend
the entire share capital of which is owned by onmore individuals, each of whom is an accrediteastor; o

(b) a trust (where the trustee is not an accrediiteelstor) whose sole purpose is to hold investsiantl
each beneficiary is an accredited investor,

shares, debentures and units of shares and debgwofuthat corporation or the beneficiaries’ rigdutsl interest in
that trust shall not be transferable for six moratfter that corporation or that trust has acquibedADSs under
Section 275 except:

(1) to an institutional investor or to a relevaetgon, or to any person pursuant to an offer thatade on
terms that such rights or interest are acquiredansideration of not less than $200,000 (orgtsvalent in a
foreign currency) for each transaction, whethehsamount is to be paid for in cash or by excharfgecuritie:
or other assets;

(2) where no consideration is given for the transie

(3) by operation of law.

State of Kuwait

Unless all of the approvals and licenses whictraemeired pursuant to Law No. 31/1990 are obtainech fthe
Kuwait Ministry of Commerce and Industry, no ADSayrbe marketed, offered for sale or sold in Kuwittyer
directly or indirectly.

Switzerland

This prospectus supplement and the accompanyirgpectus does not constitute a prospectus within the
meaning of Article 652a or 1156 of the Swiss Cofi®bligations (Schweizerisches Obligationenreciyd none of
this offering and the ADSs has been or will be appd by any Swiss regulatory authority.

United Arab Emirates

This prospectus supplement and the accompanyirgpectus are not intended to constitute an offés, @a
delivery of shares or other securities under thslaf the United Arab Emirates, or the UAE. The Afave not
been and will not be registered under Federal Law4\of 2000 Concerning the Emirates Securities and
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Commaodities Authority and the Emirates Security @mnmodity Exchange, or with the UAE Central Bathie
Dubai Financial Market, the Abu Dhabi Securitiesrk or with any other UAE exchange.

The offering, the ADSs and interests therein haatedbeen approved or licensed by the UAE CentrakBan
any other relevant licensing authorities in the JARd do not constitute a public offer of secusiiiethe UAE in
accordance with the Commercial Companies Law, Rédeaw No. 8 of 1984 (as amended) or otherwise.

In relation to its use in the UAE, this prospedupplement and the accompanying prospectus acéystri
private and confidential and is being distributectimited number of investors and must not bevioled to any
person other than the original recipient, and matybe reproduced or used for any other purposeirfiheests in th
ADSs may not be offered or sold directly or indthe¢o the public in the UAE.

United Kingdom

The ADSs may not be offered or sold other thanetsgns whose ordinary activities involve them iguagng,
holding, managing or disposing of investments gascipal or agent) for the purposes of their busgas or who it i
reasonable to expect will acquire, hold, managgispose of investments (as principal or agentjtierpurposes of
their businesses where the issue of the ADSs wathiehwise constitute a contravention of Sectiomfithe
Financial Services and Markets Act 2000, or FSMAtHe issuer. In addition, no person may commuaicatcause
to be communicated any invitation or inducemergrigage in investment activity (within the meanifigection 21
of the FSMA) received by it in connection with tissue or sale of the ADSs other than in circumstanc which
Section 21(1) of the FSMA does not apply to thedss
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LEGAL MATTERS

We are being represented by Shearman & SterlingwitfPrespect to legal matters of United Stategfal
securities and New York State law. Certain legaftena in connection with the offering of the ADSBlWwe passed
upon for the underwriters by Davis Polk & WardwldllP. The validity of the ordinary shares represdrig ADSs

offered in this offering will be passed upon forhysMaples and Calder. Legal matters as to PRGaldvbe passed
upon by Grandall Legal Group (Shanghai).
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EXPERTS

Our consolidated financial statements appearirguimannual report on Form 20-F for the year ended
December 31, 2009 and the effectiveness of oumat&ontrol over financial reporting as of Decem®g, 2009
have been audited by Ernst & Young Hua Ming, indejeat registered public accounting firm, as sehfor their
reports thereon, included therein, and incorporhtadin by reference. Such consolidated finantééments and
our management’s assessment of the effectivenesteafal control over financial reporting as ofd@enber 31,
2009 are incorporated herein by reference in reéiarpon such reports given on the authority of dinohas expert
in accounting and auditing.

The offices of Ernst & Young Hua Ming are located@th floor, Shanghai World Financial Center, 100
Century Avenue, Pudong New Area, Shanghai, China.
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WHERE YOU CAN FIND MORE INFORMATION ABOUT US

We have filed a registration statement with the SiCorm F-3 under the Securities Act relatinge ADSs
and underlying ordinary shares to be sold in thisrmg. This prospectus supplement, which contga part of
that registration statement, does not containfahi® information contained in the registrationtstaent. You shoul
read the registration statement, its exhibits agdules and documents incorporated by refereniteiregistratiol
statement for further information with respect 8 aur ordinary shares and our ADSs.

We are currently subject to periodic reporting attter information requirements of the Securitiestange
Act of 1934, as amended, or the Exchange Act, pbcaible to foreign private issuers. Accordinglye are required
to file or furnish reports, including annual reooin Form 20-F, reports on Form 646d other information with tt
SEC. As a foreign private issuer, we are exempph fiiwe rules of the Exchange Act prescribing theifihing and
content of proxy statements and our officers, dimescand principal shareholders will be exempt ftbereporting
and “short-swing” profit recovery provisions of te&change Act.

All information filed with the SEC can be inspectead copied at the public reference facilitieshef 6EC, at
100 F Street, N.E., Washington D.C. 20549. Youreguest copies of these documents upon payment of a
duplicating fee, by writing to the SEC. Please tladl SEC at 1-800-SEC-0330 for further informationthe public
reference rooms. We file reports with the SEC ebmitally. The reports that we have filed with BEC
electronically are available to you over the In&trat the SEC’s website at http://www.sec.gov. OHEC filings,
including this prospectus supplement, and othermétion may also be inspected at the offices ®Nhasdaq
Global Market, Reports Section, 1735 K Street, NWéshington, D.C. 20006.

We furnish to The Bank of New York Mellon, as thepdsitary for the ADSs, annual reports, which idelu
annual audited consolidated financial statemerpgred in accordance with U.S. GAAP. The deposhasyagree
that, at our request, it will promptly mail thesports to all registered holders of ADSs. We alsaigh to the
depositary all notices of shareholders’ meetingsa@ther reports and communications that are maderghiy
available to our shareholders. The depositary, uporwritten request, will arrange for the mailioigthese
documents to record holders of ADSs.

The SEC allows us to “incorporate by referencedinfation into this prospectus supplement. This ra¢hat
we can disclose important information to you byerahg you to another document that we have filgghsately wit
the SEC. The information incorporated by referesadnsidered to be part of this prospectus supghénand
certain later information that we file with the SE@| automatically update and supersede this imfation. We
incorporate by reference the following documents:

e our annual report on Form 20-F for the fisgedr ended December 31, 2009, filed with the SE®an 25,
2010, as amended on June 29, 2(

 our current report oForm €K, submitted to the SEC on May 28, 20.

 our current report oForm €K/A, submitted to the SEC on July 1, 20

 our current reports cForm €K, submitted to the SEC on July 20, 20

 our current report oForm €K, submitted to the SEC on July 22, 20

 our current report oForm €K, submitted to the SEC on July 27, 20

« our current reports aForm €K, submitted to the SEC on August 3, 20

 our current report oForm €K, submitted to the SEC on August 9, 20

 our current report oForm €K, submitted to the SEC on August 17, 20

« our current reports cForm €K, submitted to the SEC on October 12, 2C
 our current reports aForm €K, submitted to the SEC on November 9, 2010;

« any future information contained in filings Borm 6-K made with the SEC under the Exchangeafter the
date of this prospectus supplement and prior taehmination of the offering as described in 1
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prospectus supplement, that is identified in swe$ as being incorporated into this prospectuplsument.

We will provide, without charge, to each persomwuding any beneficial owner, to whom this prospect
supplement is delivered, upon written or oral resfu@ copy of any document incorporated by refexenio this
prospectus supplement but not delivered with thisjpectus supplement. You may also obtain thasgdil
electronically at the SEC’s website at http://wwae.gov.
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SOLARFUN POWER HOLDINGS CO., LTD.
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SOLARFUN POWER HOLDINGS CO., LTD.

INTERIM CONDENSED CONSOLIDATED BALANCE SHEETS

ASSETS:

Current assets:

Cash and cash equivalel

Restricted cas

Accounts receivabl— net

Inventories— net

Advance to supplier— net

Other current asse

Deferred tax asse— net

Derivative contract

Amount due from related parti

Total current asse
Non-current assets:
Fixed asset— net
Intangible asset— net
Deferred tax asse— net
Long-term deferred expens
Goodwill

Total nor-current asset
Total assets

Note

11

LIABILITIES AND SHAREHOLDERS ' EQUITY

Current liabilities:
Shor-term bank borrowing
Long-term bank borrowings, current porti
Accounts payabl
Notes payabli
Accrued expenses and other liabilit
Customer deposi
Deferred tax liabilities
Unrecognized tax bene
Derivative contract
Amount due to related parti

Total current liabilities
Non-current liabilities:
Long-term bank borrowing
Deferred tax liabilities
Convertible bond

Total nor-current liabilities
Total liabilities
Commitments and contingencie:
Redeemable ordinary share(par value US$0.0001 per share;
45,098,055 shares issued and outstanding at Dec&hb2009 and
September 30, 2010 (unaudite
Shareholders equity
Ordinary shares (par value US$0.0001 per sharep80M00, and
500,000,000 shares authorized; 290,708,739 shadces a
328,663,828 shares issued and outstanding at Dece3th2009, and
September 30, 2010 (unaudited), respectiv

Additional paic-in capital

Statutory reserve

Retained earninc
Total shareholde’ equity
Total liabilities, redeemable ordinary shares and Isareholder¢’

equity

10

13

As of As of
December 31 September 30

2009 2010 2010
(RMB’000) (RMB’000) (US¥000)
(Unaudited)  (Unaudited)
645,72( 1,296,73 193,81
60,53¢ 63,85¢ 9,54t
587,48t 1,289,93: 192,80(
783,97 689,56¢ 103,06¢
979,76: 1,246,33I 186,28
180,31! 236,28! 35,31¢
63,11¢ 75,73¢ 11,32(
7,36( 1,91( 28t
12,45¢ — —
3,320,73! 4,900,35! 732,43!
1,586,28: 1,829,39! 273,43:
208,56 206,85t 30,91¢
13,78¢ 16,23¢ 2,427
33,15¢ 29,63¢ 4,43(
134,73! 134,73! 20,13¢
1,976,52i 2,216,86. 331,34!
5,297,25: 7,117,21! 1,063,78!
404,76« 748,01( 111,80:
90,00( 202,50( 30,26
441,76¢ 528,90: 79,05
186,92: 142,50¢ 21,30(
191,89! 356,86( 53,33¢
59,68t 127,49¢ 19,057
— 76€ 11¢&
27,38t 27,38t 4,09:
1,14¢ 70,60¢ 10,55:
16,76¢ 13,767 2,05¢
1,420,33. 2,218,80: 331,63t
380,00( 200,00( 29,89
26,56¢ 26,12¢ 3,90t
658,65: 928,36 138,75¢
1,065,21! 1,154,49. 172,55
2,485,55! 3,373,29! 504,19:
55 55 8
221 252 38
2,331,79 2,877,44 430,07¢
69,56+ 151,54: 22,65(
410,06! 714,62¢ 106,81
2,811,65. 3,743,86! 559,57¢
5,297,25: 7,117,21! 1,063,78!

The accompanying notes are an integral part ofittaidited interim condensed consolidated finarstakbments
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SOLARFUN POWER HOLDINGS CO., LTD.
UNAUDITED INTERIM CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

For the Nine Months Ended September 30,

Note 2009 2010 2010
(RMB’000) (RMB’000) (US$'000)
(Unaudited) (Unaudited) (Unaudited)

Net revenues 2,525,60! 5,414,28! 809,25
Cost of revenues (2,324,79) (4,276,59) (639,204
Gross profit 200,81( 1,137,69 170,04¢
Operating expenses:

Selling expense (59,340 (112,919 (16,877

General and administrative expen (130,12) (135,837 (20,309

Research and development expet (19,187 (38,879 (5,81))
Total operating expens (208,64 (287,62) (42,99)
Operating (loss) profit (7,83%) 850,06° 127,05
Interest expens (118,24 (121,019 (18,089
Interest incom 3,704 3,791 567
Exchange losse (9,120 (53,049 (7,929
Changes in fair value of derivative contrs 11 (5,809) 40,02¢ 5,98:
Changes in fair value of conversion feature of estible bond: 8 (2,609 (223,969 (33,47¢)
Other income 5,021 17,29( 2,58¢
Other expense (9,789 (3,777 (564)
Government grant 9 5,661 26,22¢ 3,92(
(Loss) income before income taxes (139,01 535,59¢ 80,05
Income tax expenst (16,590 (149,059 (22,279
Consolidated net (loss) incom (155,60/) 386,54 57,77
Net income attributable to n-controlling interes (244) —
Net (loss) income attributable to Solarfun Power Higlings

Co., Ltd. shareholders (155,849 386,54 57,77¢
Net (loss) income attributable to Solarfun Power Hialings

Co., Ltd. shareholders per share:
Basic 15 (0.5¢) 1.3z 0.2C
Diluted 15 (0.5¢) 1.32 0.2C
Number of shares used in computation of net (losg§)come

per share:
Basic 15 269,395,29 291,904,40 291,904,40
Diluted 15 269,395,29 292,740,59 292,740,59

The accompanying notes are an integral part ofittaidited interim condensed consolidated finarstakements
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SOLARFUN POWER HOLDINGS CO., LTD.

UNAUDITED INTERIM CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

For the Nine Months Ended September 3(

Note 2009 2010 2010
(RMB’000)  (RMB’'000) (US$'000)
(Unaudited)  (Unaudited) (Unaudited)
Cash flows from operating activities:
Consolidated net (loss) incor (155,604 386,54: 57,77t
Adjustments to reconcile net (loss) income to r@eshcprovided by operating activitie
Unrealized loss from derivative contra 11 75,36: 74,90% 11,19¢
Changes in fair value of conversion feature of estible bonds 2,60¢ 223,96¢ 33,47¢
Loss from disposal of fixed asst 622 81¢ 122
Amortization of convertible bonds discot 36,85¢ 45,74¢ 6,83¢
Depreciation and amortizatic 110,10: 136,09¢ 20,34:
Amortization of lon-term deferred expen: 5,10( 5,37¢ 804
Stock compensation expen: 7 34,16: 25,220 3,771
Write-down of inventorie: 242,23 99,22: 14,83(
Provision for doubtful collection of accounts raable — 1,00¢ 15C
Reversal of doubtful debt for accounts receivi (18,09)) 279) (42)
Provision for doubtful collection of supplier advas 4 234,56 117 17
Deferred tax benef 10,10¢ (14,74%) (2,209
Warranty provisior 15,12¢ 48,30¢ 7,22(
Unrecognized tax bene’ 1,08: — —
Changes in operating assets and liabilit
Restricted cas (3,15%) 3,261 487
Accounts receivabl (387,69¢) (703,177 (105,10()
Inventories (318,94() (4,81€) (720)
Advance to supplier 83,17: (266,69:) (39,867)
Prepaid expens¢ 67,71 58,55¢ 8,75z
Other current asse 130,99 (114,52¢) (17,119
Amount due from related parti (42,579 12,45¢ 1,86:
Accounts payabl 218,09: 19,20¢ 2,87(
Accrued expenses and other liabilit 22,837 116,63¢ 17,43¢
Amount due to related parti 7,161 (2,99¢) (449)
Customer deposil 11,85: 67,818 10,13¢
Net cash provided by operating activit 383,68. 218,04. 32,58¢
Cash flows from investing activities:
Acquisition of fixed asset (232,48() (354,98 (53,05¢)
Acquisition of intangible asse (419 (1,67¢) (251)
Acquisition of a subsidiar (88,96¢) — —
Increase in restricted ca (40,24%) (6,580 (983)
Net cash used in investing activiti (362,11) (363,24 (54,297)
Cash flows from financing activities:
Proceeds from Share Issuance and Repurchase Agreeitte Hanwha Solar Holdings Co., Lt 14 — 21 3
Proceeds from issuance of ordinary shi 12,1« 78,601 510,33( 76,271
Proceeds from exercise of stock opti 1,08( 10,11¢ 1,517
Proceeds from sh«-term borrowings 1,835,57: 1,066,22. 159,36
Payment of shc-term borrowings (1,920,67) (722,979 (108,06()
Proceeds from lor-term borrowings 300,00( — —
Payment of lon-term borrowings (22,500 (67,500 (10,089
Utilization of notes payabl 88,62: — —
Net cash provided by financing activiti 360,71! 796,21t 119,00°
Net increase in cash and cash equivalen 382,28! 651,01« 97,30«
Cash and cash equivalents at the beginning of ¢ 410,90: 645,72( 96,51:
Cash and cash equivalents at the end of p 793,18t 1,296,73: 193,81°
Supplemental disclosure of cash flow informati
Interest paic 134,87¢ 78,23t 11,69:¢
Income tax pait 8,181 81,53t 12,183
Realized gain from derivate contra 69,56( 114,93¢ 17,17¢
Supplemental schedule of r-cash activities
Acquisition of fixed assets included in accountggide, accrued expenses and other liabil 20,71¢ 23,517 3,51¢
Conversion of convertible bonds into ordinary shi 17¢ — —
Transfer of unamortized debt issuance costs tayegpdn conversion of convertible bonds into ordyr
shares 5) — —

The accompanying notes are an integral part ofittaidited interim condensed consolidated finarstakments

F-4




Table of Contents

SOLARFUN POWER HOLDINGS CO., LTD.

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CHAN GES IN
SHAREHOLDERS' EQUITY

Solarfun Power Holdings Co., Ltd.

Retained
Number of Additional Earnings Non- Total
Ordinary ~ Ordinary Paid-in Statutory (Accumulated Controlling Shareholder¢
Note __Shares Shares Capital Reserves Losses) Interest Equity
(RMB’000; (RMB’000; (RMB'000; (RMB'000) (RMB’'000) (RMB’000)

Balance as of December 31, 2( 269,060,20 214 2,138,62 47,63¢ (67,599 4,18: 2,123,06!
Adjustment to retained earnings upon adoptio

ASC 81t-40 — — — — 644,81: — 644,81:
Balance as of January 1, 2C 269,060,20 214 2,138,62 47,63¢ 577,21¢ 4,18: 2,767,87
Exercise of stock options and vesting of restrictetk

units 7 803,86! — 1,08C — — — 1,08C
Settlement of stock options exercised with shaedd by

depository banl (803,867 — — — — — —
Conversion of convertible bonds into ordinary ski 6,53¢ — 17t — — — 17¢
Shares issued to depository b 2,200,001 1 @) — — — —
Shar+-based compensatic 7 — — 34,16: — — — 34,16:
Net loss for the perio — — — — (155,84 244 (155,609
Appropriation of statutory reserv — — — 9,52¢ (9,525) — —
Net proceeds from issuance of common sh 12 9,776,55! 6 78,60 — — — 78,607
Balance as of September 30, 2( 281,043,29 221 2,252,64 57,16¢ 411,84! 4,427 2,726,29
Exercise of stock options and vesting of restrictetk

units 7 89,89° — 21 — — — 21
Settlement of stock option exercised with sharéd by

depository banl (89,89) — — — — — —
Net proceeds from issuance of common s/ 12 9,665,44 6 70,38 — — — 70,381
Shar+-based compensatic 7 — — 8,50¢ — — — 8,50¢
Purchase of subsidiary shares from-controlling interes — — 24k — — (1,099 (849)
Appropriation of retained earnings to I-controlling

interest — — — — — (3,400 (3,400
Net income (loss) for the peric — — — — 10,62: 67 10,68t¢
Appropriation of statutory reserv — — — 12,40: (12,407) — —
Balance as of December 31, 2( 290,708,73 227 2,331,79 69,56« 410,06} — 2,811,65:
Exercise of stock options and vesting of restrictettk

units 7 1,421,00 — 10,11¢ — — — 10,11¢
Settlement of stock options exercised with shaedd by

depository banl (1,421,001) — — — — — —
Shares issued to depository b 1,500,001 1 (1) — — — —
Net proceeds from issuance of common sh 14 36,455,08 24 510,30t — — — 510,33(
Shar-based compensatic 7 — — 25,227 — — — 25,227
Net income for the perio — — — — 386,54: — 386,54:
Appropriation of statutory reserv — — — 81,97% (81,977 — —
Balance as of September 30, 2( 328,663,82 25z 2,877,444 151,54: 714,62¢ — 3,743,86!
Balance as of September 30, 2010, in 000 38 430,07¢ 22,65( 106,81: — 559,57¢

The accompanying notes are an integral part ofitizeidited interim condensed consolidated finarst&ements
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SOLARFUN POWER HOLDINGS CO., LTD.

NOTES TO THE UNAUDITED INTERIM CONDENSED CONSOLIDAT ED
FINANCIAL STATEMENTS
AS OF DECEMBER 31, 2009 AND SEPTEMBER 30, 2010
AND FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2009 AND 2010

1. ORGANIZATION AND BASIS OF PREPARATION

The accompanying unaudited interim condensed cifadet! financial statements of Solarfun Power Huaidi
Co., Ltd. (the “Company”) and subsidiaries (colieely the “Group”) were prepared on a basis sulikthyn
consistent with the Company’s audited consolidéiteahcial statements for the year ended Decembe2(319.
These unaudited interim condensed consolidateddinbstatements have been prepared in accordaitite w
U.S. generally accepted accounting principles (®&SAP”) for interim financial information and conseently do
not include all disclosures normally required by GBAP for annual financial statements. These fignc
statements and the notes thereto should be reamhjonction with the Company’s audited consoliddtedncial
statements for the year ended December 31, 20@Belapinion of management, these unaudited intecndensed
consolidated financial statements reflect all atijigmts, consisting only of normal and recurringuatipents,
necessary to present fairly the Group’s consoliiéitencial position at September 30, 2010, itssotidated results
of operations, cash flows and changes in sharetgldguity for the nine-month periods ended Sepem30, 2009
and 2010. Interim period results are not necegsadicative of results for a full-year period. Timformation
pertaining to the condensed consolidated balaneet gts of December 31, 2009 was derived from alidite
consolidated financial statements as of that date.

In May 2010, the Group established Jiangsu Liny@aolgr Electric Power Engineering Co., Ltd. (“Lingan
Engineering”). The registered capital of LinyanggEreering is RMB50,000,000, all of which had beentdbuted
by the Group on May 25, 2010. The principal acyiwt Linyang Engineering is to design and instalbs projects i
China.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation

The unaudited interim condensed consolidated fighstatements include the financial statementhef
Company and its subsidiaries. All significant int®mpany transactions and balances between the &ogngnd its
subsidiaries are eliminated upon consolidation.

Convenience Translation

Amounts in US$ are presented for the conveniendkeofeader and are calculated at the noon buitegof
US$1.00 to RMB6.6905 on September 30, 2010 in ihed® New York for cable transfers of Renminbiaestified
for customs purposes by the Federal Reserve BaNlewfYork. No representation is made that the Rabimi
amounts could have been, or could be, converteddnited States dollars at such rate.

3. INVENTORIES

As of As of
December 31 September 30
2009 2010 2010

(RMB’000) (RMB’ 000) (US$'000)
(Unaudited) (Unaudited)

Raw materials 277,55: 468,52t 70,02¢
Work-in-progress 129,50( 40,43¢ 6,04
Finished good 376,92( 180,60« 26,99

783,97: 689,56t 103,06t
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SOLARFUN POWER HOLDINGS CO., LTD.

NOTES TO THE UNAUDITED INTERIM CONDENSED CONSOLIDAT ED
FINANCIAL STATEMENTS — (Continued)

As of December 31, 2009 and September 30, 2010mmaterials of approximately RMB15,131,000 and
RMB18,854,000 (US$2,818,026), respectively, of@reup were held in custody by other parties folcpssing. A:
of December 31, 2009 and September 30, 2010, tie-down of inventories amounted to approximately
RMB282,574,000 and RMB117,002,000 (US$17,487,7&kpectively.

4. ADVANCE TO SUPPLIERS

Advance to suppliers represents interest-free dapbsits paid to suppliers for future purchaseswf
materials. These deposits are required in ordsed¢ore supply of silicon due to limited availaliliThe risk of loss
arising from non-performance by or bankruptcy & sluppliers is assessed prior to making the despasit credit
quality of the suppliers is continually assesséthdre is deterioration in the credit-worthine$she suppliers, the
Group will seek to recover the advances from thppbBers and provide for losses on advances whietakin to
receivables in cost of revenue because of the muppinability to return the advances. A chargedost of revenue
will be recorded in the period in which a loss é&etmined to be probable and the amount can benehly
estimated. The Group has recorded a charge totostenue amounting to approximately RMB234,56Q,a0d
RMB117,000 (US$17,487) for nine months ended SeipéerB0, 2009 and 2010, respectively, to reflecpitodable
loss arising from the suppliers’ failure to perfoamder the contracts.

5. BANK BORROWINGS

As of As of
December 31 September 30,
2009 2010 2010

(RMB’000) (RMB'000) (US$000)
(Unaudited) (Unaudited)

Total bank borrowing 874,76 1,150,511 171,96.
Comprised
Shor-term 404,76« 748,01( 111,80:
Long-term, current portiol 90,00( 202,50( 30,26
Long-term, not-current portior 380,00( 200,00( 29,89

874,76« 1,150,511 171,96:

The short-term bank borrowings outstanding as afdbéber 31, 2009 and September 30, 2010 bore aagever
interest rate of 4.9915% and 4.4762% per annumpentively, and were denominated in Renminbi. These
borrowings were obtained from financial institutsosnd had terms of one month to one year. As oéDéer 31,
2009 and September 30, 2010, unused short-termlbanKacilities amounted to approximately RMB8Z®®O0
and RMB831,990,000 (US$124,353,935), respectively.

The long-term bank borrowings outstanding as ofdbawer 31, 2009 and September 30, 2010 bore average
interest rates of 5.5973% and 5.5140% per annwspegively, and were denominated in Renminbi. These
borrowings were obtained from financial institutsoand represented the maximum amount of the facillie
current portion and non-current portion of loiegm borrowings as of September 30, 2010 will be idunstallment
from December 29, 2010 to September 29, 2011, awémMber 26, 2011 to September 13, 2012, respactivel
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SOLARFUN POWER HOLDINGS CO., LTD.

NOTES TO THE UNAUDITED INTERIM CONDENSED CONSOLIDAT ED
FINANCIAL STATEMENTS — (Continued)

As of September 30, 2010, the maturities of theag-term bank borrowings were as follows:

As of September 30
2010 2010
(RMB’000) (US$000)
(Unaudited) (Unaudited)

Within 1 year 202,50( 30,26
Between 1 and 2 yea 200,00( 29,89:
402,50( 60,16(

6. INCOME TAXES

As of December 31, 2009 and September 30, 201@thep has recognized approximately RMB27,385,000
and RMB27,385,000 (US$4,093,117) as an accrualrioecognized tax benefits, which has been cladsifiea
current liability. The final outcome of the tax @mtainty is dependent upon various matters inclytx
examinations, interpretation of tax laws or expimatf status of limitation. However, due to thecartainties
associated with the status of examinations, inolydne protocols of finalizing audits by the relevtax authorities,
there is a high degree of uncertainty regardinguh&e cash outflows associated with these taxetiamties.

The Group has total income tax expense of RMB16E¥Dand RMB149,055,000 (US$22,278,604) for the
nine months ended September 30, 2009 and 201@ataésgly. The Group’s effective tax rates are (1284 28%
for the nine months ended September 30, 2009 ahd, 28spectively. The increase in the effectivertd® is mainl
due to the significant profit derived by the GroaIPRC subsidiaries and a smaller change in thatiaiu
allowances as a percentage of profit-before-tainduhe nine months ended September 30, 2010.

Total income tax expense for the nine months elgdember 30, 2010 included a deferred tax bewfefit
RMB14,745,000 (US$2,203,871) (2009: RMB14,939,008 a current tax expense of RMB163,800,000
(US$24,482,475) (2009: RMB31,529,000). The Groupticoes to conduct most of its business througmagor
PRC subsidiaries whose applicable income tax e#45% and 25%. A full valuation allowance is relea for
deferred tax assets of those entities within tloeigithat continue to be in cumulative loss posgidrhe Group’s
current tax expense for the nine months ended B8éete30, 2010 included an amount of RMB nil (20RMB nil)
relating to the provision for unrecognized tax Hegae

7. SHARE OPTION PLANS

For the nine months ended September 30, 2010, 538 6ptions were granted to the employees of tioel®s
under the share incentive plan adopted by the Coypnpa August 22, 2007 (the “2007 Incentive PlatJider the
2007 Incentive Plan, the Company may issue up {f6980685 ordinary shares plus an annual increag&oadf the
outstanding ordinary shares on the first day offib@l year, or such lesser amount of shares @srdmed by the
Board of Directors. The 2007 Incentive Plan wilpe® on August 21, 2017. As of September 30, 20p€ipns to
purchase 15,614,235 ordinary shares were granttdwstanding with an average exercise price of lUBSper
share.
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The following table summarized the Company’s slogution activity under the existing plans:

Number of Number of
Options Options
2009 2010

(Unaudited) (Unaudited)
Outstanding, January 11,384,80 15,984,91
Grantec 3,936,001 1,387,501
Exercisec (172,62()  (1,196,00I)
Forfeited (2,738,61) (562,18()
Outstanding, September 12,409,56 15,614,23
Vested and expected to be vested at Septemt 12,409,56 15,614,23
Exercisable at September 4,630,89! 6,240,00!

The Company calculated the estimated fair valughafe options on the grant date using the binolaiti¢e
model for the nine months ended September 30, 2862010 with the following respective assumptions:

Granted in the Nine Months
Ended September 30

2009 2010
Risk-free interest rat 1.46%- 3.69% 2.47%- 3.31%
Withdraw rate 0%- 10% 10%
Expected dividend yiel 0% 0%
Expected volatility 80% 80%
Suk-optimalearly exercise factc 4 times 4 times
Fair value of options at grant date per st From US$0.38 to US$1.( From US$0.98 to US$1.€

The 2007 Incentive Plan also permits the grantastiRcted Stock Units (“RSU”) to employees, dirgstand
consultants of the Group. The fair value of RSbdsed on the quoted market price of the Compangisary
shares at the respective grant dates.

The following table summarized the Company’s RStivag under existing plans:
Number of Number of

RSUs 200¢ RSUs 201(
(Unaudited) (Unaudited)

Unvested, January 137,49t 46,25(
Granted 45,00( 45,00(
Vested (126,249 (51,250
Forfeited — —
Unvested, September : 56,24¢ 40,00(
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Total compensation expense relating to share opol RSUs recognized for the nine months ended
September 30, 2009 and 2010 is as follows:

For the Nine Months Ended September 3(
2009 2010 2010
(RMB’ 000) (RMB’ 000) (US$'000)
(Unaudited) (Unaudited) (Unaudited)

Cost of revenu 4,28 5,90t 88:
Selling expense 1,62¢ 3,121 46€
General and administrative expen 27,32( 15,03: 2,247
Research and development exper 934 1,16¢ 17t

34,16: 25,22] 3,771

8. CONVERTIBLE BONDS

The Convertible Senior Notes (“Notes”) were iniialecorded at the principal amount of RMB1,211,389
(US$177,468,303). Direct debt issuance costs of BOMB59,198 (US$5,927,306) are deferred and amdrtzer
the life of the Notes using the effective intem@stthod. For the nine months ended September 39, & 2010,
the interest expense for the Notes was approxim&#IB72,402,000 and RMB88,081,000 (US$13,165,084),
respectively.

The adoption of ASC 815-40 (“ASC 815-4Q"Derivatives and Hedging: Contracts in Entity’s O®quity,”
on January 1, 2009 revised the Company’s accouftingpe conversion option of the Notes. The Conypan
evaluated the conversion option of the Notes uptmption of ASC 815-40 and determined that the cmsioa
option qualified for derivative accounting becattse conversion option, if freestanding, is not ¢deed to be
indexed to the Company’s own stock.

Accordingly, the conversion option was bifurcateahi the Notes upon adoption of ASC 815-40 as avdtvie
liability at an initial fair value of RMB962,993,00US$141,079,000). Changes in fair value of thevecsion
options are recognized in the condensed consotidaégéements of operations. For the nine monthednd
September 30, 2009 and 2010, the Company recorliess af RMB2,608,000 and a loss of RMB223,968,000
(US$33,475,525) resulting from the change in falue of the conversion option. ASC 815-40 requihes
Company to recognize the cumulative effect of th@nge in accounting principle as an adjustmertiécpening
balance of retained earnings. An adjustment of REB812,000 (US$94,465,492), which represents theutative
gains on re-measurement that would have been rezmifi the guidance in ASC 815-40 had been apgtea the
Notes issuance date on January 29, 2008, was extordJanuary 1, 2009 to retained earnings. Agpfegnber 3C
2010, the conversion option, which has been condbivith the Notes on the condensed consolidatedchbalaheet,
was recorded at a fair value of RMB533,157,000 (££5$88,663).

9. GOVERNMENT GRANTS

During the nine months ended September 30, 2002ahd, the Group received approximately RMB5,66Q
and RMB26,229,000 (US$3,920,335), respectivelgamernment subsidies which were approved by thevaeit
PRC government authorities. These subsidies wesved because the Group qualifies as a “high &olgy”
enterprise in Lianyungang City of Jiangsu Proviimcthe PRC and it met certain criteria such asdases in the
amount of capital investment, net assets, numbemgfloyees, sales and tax payments. The goverrsubaidies
are not subject to adjustment and do not have estyictions as to the use of funds. Accordinglg, fill amount of
the subsidies has been recorded as “governmertsfjranen received.
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10. COMMITMENTS AND CONTINGENCIES
Acquisition of machineries

As of September 30, 2010, the Group had commitnerdapproximately RMB88,666,000 (US$13,252,522)
related to the acquisition of machineries. The cament for acquisition of machineries is expected¢ settled
within the next twelve months.

Operating lease commitments

The Group has entered into leasing arrangemertsnglo office premises and other facilities thi
classified as operating leases. Future minimuneleagments for non-cancelable operating leasef as o
September 30, 2010 are as follows:

As of September 30, 201
(RMB’000) (US$000)
(Unaudited) (Unaudited)

October 1, 2010 to December 31, 2( 2,40: 35¢
Year 2011 6,88¢ 1,02¢
Year 2012 1,567 234
Year 2013 33z 50
Year 2014 — —
Year 2015 and thereaft — —
Total 11,18" 1,67z

The terms of the leases do not contain rent esgalat contingent rents.

Purchase of raw materials

The commitments related to framework contractsui@lpase of raw materials as of September 30, 2 8s

follows:
As of September 30, 2010
(RMB’000) (US$'000)
(Unaudited) (Unaudited)
October 1, 2010 to December 31, 2( 2,392,71. 357,62¢
Year 2011 717,61 107,25¢
Year 2012 774,15¢ 115,71(
Year 2013 803,12¢ 120,04(
Year 2014 629,75! 94,127
Year 2015 and thereaft 1,372,78 205,18!
Total 6,690,15! 999,94¢

The above listing of amounts and timing of purclsas® based on management’s best estimate usstqgxi
terms in the framework contracts. To the extentiéms of the contracts are revised through negmtiar
agreement between the Group and its suppliergrttount or timing of purchases could change.

11. DERIVATIVE CONTRACTS

The Group is exposed to certain risks relatedstbuisiness operations. The primary risk that treuf@seeks to
manage by using derivative instruments is foreighange rate risk. The Group does not use dergsfior
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speculative trading purposes and is not a pargnyoleveraged derivatives. The Group recognizedeaiVative
instruments as either assets or liabilities at\falue in the condensed consolidated balance stesstsNote 16). Tk
Group'’s derivatives are not designated and do nalify as hedges and are adjusted to fair valusutjin current
earnings.

The following table reflects the location in thendensed consolidated statements of operationshanahtount
of loss recognized in income for the derivativetcacts not designated as hedging instruments énite months
ended September 30, 2009 and 2010:

Nine Months Ended September 3C

Statement of Operations Locatiol 2009 2010
(RMB’000) (RMB’000) (US$'000)
(Unaudited) (Unaudited) (Unaudited)
Foreign exchange derivative contracts
(not designated as hedging Changes in fair value of
instruments derivative contract (5,809 40,02¢ 5,98:

The following table reflects the fair values of igatives included in the consolidated balance shagtof
December 31, 2009 and September 30, 2010:

Fair Value As of

December 31, September 30,
Balance Sheet Locatio 2009 2010
(RMB’000) (RMB’000) (US$000)

(Unaudited) (Unaudited)

Derivative asset:
Current assets:
Foreign exchange derivative contracts (notDerivative
designated as hedging instrumel contracts 7,36( 1,91( 28t
Derivative liabilities:
Current liabilities:
Foreign exchange derivative contracts (notDerivative
designated as hedging instrumel contracts 1,14¢ 70,60¢ 10,55

12. ISSUANCE OF ORDINARY SHARES FROM ADDITIONAL E QUITY OFFERING

In the three-month-periods ended September 30 &edrber 31, 2009, the Company issued 1,955,310 ADSs
and 1,933,089 ADSs, representing 9,776,550 ancb 3186, respectively, of the Company’s ordinary skaat the
par value per share of US$0.0001. Total proceexnts these equity offerings were US$12,528,830 (apprately
RMB86 million) and US$10,573,088 (approximately RKBmillion), respectively, for the nine months edde
September 30 and the three months ended Decemp20@4. Net proceeds were approximately US$11,912,2
(approximately RMB79 million) and US$10,308,413epximately RMB70 million), respectively, for théne
months ended September 30, 2010 and the three sentled December 31, 2009, after deduction oferlat
issuance costs.

13. REDEEMABLE ORDINARY SHARES

On January 29, 2008 and concurrently with the cdible bond issuance (see Note 8), the Companygisand
sold 9,019,611 ADSSs, representing 45,098,055 oCii@pany’s ordinary shares at the par value peedifa
US$0.0001.

The Company is entitled to repurchase any or a@hefADSs at par value on any business day afeeertire
principal amount of the Notes cease to be outstan@uch rights will expire one month after the umigy of the
Notes. In addition, the holders of the ADSs hasitpet to request the Company to repurchase thesf@$ar valu
at any time by giving prior notice. Since the hodkave the ability to require the repurchase efABSs which is
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outside the control of the Company, the ordinaigrel underlying the ADSs have been classified azamine
equity. All distributions received by the ADS hotdeare to be paid back to the Company.

The adoption of ASU No. 2009-15Accounting for Own-Share Lending Arrangements mn@&mplation of
Convertible Debt Issuance or Other Financing” (“A3009-15") on January 1, 2010 revised the Company’s
accounting for the redeemable ordinary shares.Cdrepany evaluated the redeemable ordinary sharesigently
with Notes upon adoption of ASU 2009-15 and deteadithat the redeemable ordinary shares issueigddbr
own-share lending arrangement because the purfigssuance of share is to facilitate the abilityttoé holders to
hedge the conversion option in the Company’s cdiblerdebt and the Company is entitled to repureteasy or all
of the ADSs at par value on any business day #feeentire principal amount of the Notes ceasestouistanding.

Accordingly, the share-lending arrangement uporptdo of ASU 2009-15 is measured at fair value, and
recognized as an issuance cost with an offseteermable ordinary shares. ASU 2009-15 require€tmapany to
recognize the cumulative effect of the change ooaating principle as an adjustment to the opebaignce of
retained earnings. An adjustment of US$3,076 (RMBQQ), which represents the fair value that wowddehbeen
recognized if the guidance in ASU 2009-15 had tmaplied from the issuance date on January 29, 2088,
recorded on January 1, 2010 to issuance cost witiffaet to redeemable ordinary shares. As of Déeegr81, 2009
and September 30, 2010, the redeemable ordinargshaere recorded at a fair value of RMB22,000 and
RMB22,000 (US$3,288), respectively.

14. SHARE ISSUANCE AND REPURCHASE AGREEMENT

On August 3, 2010, a major shareholder of the Compp@ood Energies Investments (Jersey) Limited 6o
Energies”) entered into a Share Purchase AgreeftientGE Sales Agreement”) with Hanwha Chemical
Corporation (“Hanwha Chemical”), a Korean Compgmyrsuant to which Good Energies agreed to sell its
81,772,950 ordinary shares and 1,281,011 ADSs toMHa. Concurrently with the execution of the GEeSal
Agreement, Hanwha entered into (i) a Share PurcAgseement with the Company (the “Issuer Sales Agrent”),
pursuant to which the Company agreed to sell tonhan36,455,089 ordinary shares and (ii) a Sharehise
Agreement with Yonghua Solar Power Investment Hgjditd. (“Yonghua”), pursuant to which Yonghua aggdo
sell to Hanwha 38,634,750 ordinary shares (the ‘9fwra Sales Agreement”). Hanwha Chemical subsequentl
assigned and transferred to Hanwha Solar Holdirggsl@d. (or Hanwha Solar), a wholly owned subgigliaf
Hanwha Chemical, its rights and obligations untlerlssuer Sales Agreement, the GE Sales Agreemdriha
Yonghua Sales Agreement. In connection with thesaation, Hanwha Solar requested the Companyue iss
45,080,019 new ordinary shares at par value of UIBBA per share in a Share Issuance and Repurdasement
(“Share Issuance and Repurchase Agreement”).

Pursuant to the GE Sales Agreement and the Yonghles Agreement, Hanwha Solar paid cash considerati
of approximately US$202 million and US$90 millian®ood Energies and Yonghua, respectively. Conotiyre
pursuant to the Issuer Sales Agreement, the Compaejved net proceeds of approximately US$76 omilfor the
issuance of 36,455,089 ordinary shares. On Septeh@@010, the respective parties to the GE Saigeement,
the Issuer Sales Agreement and the Yonghua Salesfgnt consummated the purchase and sale ofdhranr
shares and ADSs contemplated thereby. As a r&sotid Energies and Yonghua cease to own any ordétames
or ADSs of the Company as of September 16, 2010.
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The changes in the shareholder structure of thegaagnupon execution of the above arrangement are as

follows:
Before the Arrangement After the Arrangement

Number of Share: % Number of Share: %
Yonghua 38,634,75 11.59% — —
Good Energie 81,772,95 24.3% — —
Morgan Stanley & Co. International PLC (see Notg 45,098,05 13.4"% 45,098,05 10.82%
Yonggiang Solar Power Investment Holding L 250,87 0.07% 250,87 0.0€%
WHF Investment Co., Ltd 6,271,870 1.81% 6,271,87" 1.51%
Yongguan Solar Power Investment Holding L 501,75( 0.1%% 501,75( 0.12%
Bank of New York* 162,713,71 48.5%% 156,308,66 37.5(%
Hanwha Sola — — 208,347,86 49.9%%
Total 335,243,97 10C%  416,779,08 10C%

* Shares held by Bank of New York mainly consistldres held in trust for individual public shareteskland
shares issued as depository, which will be usestite stock option awards upon their exercise. émgynary
shares not used in the settlement of stock opticards will be returned to the Compal

The Company recorded the shares issued in the &sar@nce and Repurchase Agreement with Hanwha Sola
as a liability in accordance ASC 480-10, “Accougtfor Certain Financial Instruments with Charastics of both
Liabilities and Equity,” as there is an uncondiibnbligation that requires the Company to reddeenshares by
transferring assets at a determinable date atahegbue per share of US$0.0001. As of Septembe2@ID, the
Company has issued 30,672,689 ordinary sharesrwhtaSolar by recording a liability of approximatel
RMB20,554 (US$3,072) in other current liabiliti@sdonnection with the Share Issuance and Repurchase

Agreement.
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15. INCOME (LOSS) PER SHARE
Basic and diluted net income (loss) per sharedcheperiod presented are calculated as follows:

For the Nine Months Ended September 3(

2009 2010
RMB RMB us$
(Unaudited) (Unaudited) (Unaudited)
(In thousands, except per share amounts)

Numerator:
Income (loss) attributable to ordinary shareholderbasic and

diluted (155,849 386,54 57,77¢
Denominator:
Number of shares outstanding, oper 268,745,29 289,087,58 289,087,58
Weightec-average number of shares issued during the p 267,30° 2,025,28 2,025,28
Conversion of convertible bon 3,99¢ — —
New ordinary shares issued in connection with eégeraf options

and vesting of RSU 378,69 791,53¢ 791,53¢
Weightec-average number of shares outstan— basic 269,395,29 291,904,40 291,904,40
Stock options and RSUs granted in connection vhighstock

option plan — 836,18: 836,18:
Weightec-average number of share outstanc— diluted 269,395,229 292,740,59 292,740,59
Basic net income (loss) per shi (RMBO0.5§) RMB1.32 US$ 0.2C
Diluted net income (loss) per sh: (RMBO.5¢) RMB1.3z2 US$ 0.2C

During the nine months ended September 30, 2002@hd, the Company issued 2,200,000 and 1,500,000
ordinary shares, respectively, to its share depgsiiank which will be used to settle stock optiarards upon their
exercise. No consideration was received by the Gowyjor these issuances of ordinary shares. Thelseany
shares are legally issued and outstanding, buteated as escrowed shares for accounting purpostsherefore,
have been excluded from the computation of netrireloss) per share.

For the nine months ended September 30, 2009 otiemtial dilutive effect in relation to the stocgtimns and
unvested RSUs was excluded as it had an antidi@tifect. For the nine months ended Septembe2@ and
2010, the potential dilutive effect in relationttee convertible bonds was excluded as it had arddative effect.
The redeemable shares have been excluded in beitharal diluted net income (loss) per share asdheyot
entitled to the earnings of the Company.

16. FAIR VALUE MEASUREMENTS

The Company applies ASC topic 820, “Fair Value Meaments and Disclosures” (“ASC 8207"). ASC 820
defines fair value, establishes a framework for sneag fair value and expands disclosures abouvédue
measurements. ASC 820 requires disclosures todwded on fair value measurements.

ASC 820 establishes a thréer fair value hierarchy, which prioritizes theirs used in measuring fair value
follows:

Level 1 — Observable inputs that reflect quoted priceadjusted) for identical assets or liabilities in
active markets.
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Level 2 — Include other inputs that are directly or inditg observable in the marketplace.

Level 3 — Unobservable inputs which are supported byelittl no market activity.

ASC 820 describes three main approaches to meggherfair value of assets and liabilities: (1) kedr
approach; (2) income approach; and (3) cost apprdde market approach uses prices and other rgleva
information generated from market transactions lving identical or comparable assets or liabiliti€se income
approach uses valuation techniques to convertdwtorounts to a single present value amount. Theunement is
based on the value indicated by current market@agiens about those future amounts. The cost appris based
on the amount that would currently be requiredefglace an asset.

Assets and liabilities measured at fair value oacarrring basis as of December 31, 2009 and Sejgtedth

2010 are summarized below:

As of December 31, 200

Cash and cash equivalel

— Time deposit:

Foreign currency derivative

— Financial assel

— Financial liabilities

Conversion option of convertible bon

As of September 30, 201

Cash and cash equivalel

—Time deposi

Foreign currency derivative

— Financial assel

— Financial liabilities

Conversion option of convertible bon

Fair Value Measurement Using:

Significant
Quoted Prices in Other Significant
Active Markets for Observable Unobservable
Identical Assets Inputs Inputs Total Fair
(Level 1) (Level 2) (Level 3) Value
(RMB’000) (RMB’000) (RMB’000) (RMB’000;
645,72( — — 645,72(
— 7,36( — 7,36(
— 1,14¢ — 1,14¢
— — 309,18 309,18
Fair Value Measurement Using:
Quoted Prices ir Significant
Active Markets Other Significant
for Identical Observable Unobservable
Assets Inputs Inputs
(Level 1) (Level 2) (Level 3) Total Fair Value

(RMB’000) (RMB’000) (RMB’000) (RMB’000) (US¢000)
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
1,296,73. — — 1,296,73. 193,81°
— 1,91( — 1,91( 28¢
— 70,60¢ — 70,60¢ 10,55:
- - 533,15 533,15 79,68¢
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The following is a reconciliation for the liabil#s measured at fair value on a recurring basigusgnificant
unobservable inputs (Level 3) for the nine montideel September 30, 2010 and the three months ended
December 31, 2009:

Conversion Option of
Convertible Bonds

(RMB’000)
Balance as of January 1, 2C 235,31
Conversion of convertible bon 9)
The amount of total loss for the peri— Realized or unrealized lo 2,60¢
Transfers in and/or out of Level —
Balance as of September 30, 2( 237,91(
The amount of total loss for the peri— Realized or unrealized lo 71,27¢
Transfers in and/or out of Level —
Balance as of December 31, 2009 and January 1, 309,18t
The amount of total loss for the peri— Realized or unrealized lo 223,96¢
Transfers in and/or out of Level —
Balance as of September 30, 2( 533,15

The amount of realized or unrealized loss is inetlioth the condensed consolidated statements otipes in
“Changes in fair value of conversion feature ofvamntible bonds.”

17. SEGMENT REPORTING

The Group operates in a single business segmeithughthe development, manufacturing, and sale of
photovoltaic-related products. The following tablenmarizes the Group’s net revenues by geograpbiom based
on the location of the customers:

For the Nine Months Ended September 3(
2009 2010 2010
(RMB’000) (RMB’000) (US$'000)
(Unaudited) (Unaudited) (Unaudited)

Germany 1,731,61¢ 3,656,991 546,59
Portugal 232,13 146,94¢ 21,96«
Czech 107,52 124,65¢ 18,63:
Australia 101,45! 256,68 38,36¢
Korea 116,13 5,94: 88¢
The PRC 115,64 319,21¢ 47,71
Spain 50,85¢ 80,47: 12,02¢
France 35,05¢ 69,38« 10,37:
Italy 4,65¢ 358,12 53,52¢
United State: 17,38¢ 247,35t 36,97
Others 13,13( 148,50: 22,19¢

2,525,600 5,414,28! 809,25.

All the long-lived assets of the Group are locatethe PRC.
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Details of the customers accounting for 10% or nur®tal net revenues are as follows:

For the Nine Months Ended September 3(
2009 2010 2010
(RMB’000) (RMB’000) (US$'000)
(Unaudited) (Unaudited) (Unaudited)
SCHUCO 1,190,40: 2,021,75: 302,18:
Q-cell 273,97. * *
1,464,37. 2,021,75. 302,18

* Less than 109
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US$175,000,000
American Depositary Shares
Preferred Shares
Debt Securities

Warrants

Through this prospectus, we may periodically offer:
(1) our American depositary shares, or ADSs, withich ADS representing five ordinary shares;
(2) our preferred shares;
(3) our debt securities; and
(4) our warrants,
up to an aggregate amount of US$175,000,000.

The prices and other terms of the securities that will offer will be determined at the time of thedffering and
will be described in a prospectus supplement.

Our ADSs are listed on the Nasdaqg Global Market @ndhe symbol “SOLF.”

These securities may be offered directly or througiderwriters, agents or dealers. The names of any
underwriters, agents or dealers will be includedanprospectus supplement.

Investing in the securities involves risks. S'Risk Factors” beginning on page 4.

The Securities and Exchange Commission and stateises regulators have not approved or disappibeé these
securities, or determined if this prospectus ishful or complete. Any representation to the cortia a criminal
offense.

The date of this prospectus is July 16, 2(
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ABOUT THIS PROSPECTUS

You should read this prospectus and any prospsciuslement together with the additional information
described under the heading “Where You Can FindeMigiormation About Us” and “Incorporation of Docents
by Reference.”

In this prospectus, unless otherwise indicatechéeas the context otherwise requires,

» “ADR¢" are to the American depositary receipts that evideur ADSs
« “ADS¢” are to our American depositary shares, each oftwit@presents five ordinary shar

e “China” or the “PRC" are to the People’s Refubf China, excluding, for the purpose of thi@gpectus
only, Taiwan and the special administrative regiohslong Kong and Macai

e “conversion efficiency” are to the ability photovoltaic, or PV, products to convert sunligitbielectricity,
and “conversion efficiency rates” are commonly ugethe PV industry to measure the percentagegbt li
energy from the sun that is actually converted eigztricity;

e “cost per watt” and “price per watt” are tetmethod by which the cost and price of PV products
respectively, are commonly measured in the PV itmgud PV product is priced based on the number of
watts of electricity it can general

« “GW" are to gigawatt, representing 1,000,000,000 watts)it of powe-generating capacity or consumptis

* “MW” are to megawatt, representing 1,000,0C{ita; a unit of power-generating capacity or consion. In
this prospectus, it is assumed that, based onlé gt of 95%, 420,000 125mm x 125mm or 280,008n1rs
x 156mm silicon wafers are required to produce Pdpcts capable of generating 1 MW, that each 12%
125mm and 156mm x 156mm PV cell generates 2.4 watis3.7 watts of power, respectively, and thaheac
PV module contains 72 PV cel

« “PV” are to photovoltaic. The photovoltaic effect isragess by which sunlight is converted into eledtrjc
« “RMB” and“Renminb” are to the legal currency of Chir

e “series A convertible preference shares” areur series A convertible preference shares, alaev
US$0.0001 per shar

 “share” or “ordinary share” are to our ordinary shares, par value US$0.0005peme; an
e “US$” and“U.S. dollar” are to the legal currency of the United Sta

References in this prospectus to our annual maturfag capacity assume 24 hours of operation pgrfata
350 days per year.

Unless the context indicates otherwise, “we,” “Usir company” and “our” refer to Solarfun, its dexessor
entities and its consolidated subsidiaries.

This prospectus is part of a registration statertfattwe filed with the Securities and Exchange @dssion, o
the SEC, utilizing a “shelf” registration procekkder this shelf registration process, we maytsellADSs,
preferred shares, debt securities and warrantsideddn this prospectus in one or more offeringss prospectus
provides you with a general description of the siées we may offer. Each time we or any sellingwséyholder
sells securities pursuant to the registration stat, we will provide a prospectus supplementwikicontain
specific information about the terms of that offigri The prospectus supplement may also add, updateange
information contained or incorporated by refereimcthis prospectus.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STAT EMENTS

This prospectus and the documents incorporateéfeyence contain statements of a forward-lookirtgnea
These statements are made under the “safe hgstmrisions of the U.S. Private Securities LitigatiReform Act o
1995.

In some cases, these forward-looking statementbeaaentified by words or phrases such as “aim,”
“anticipate,” “believe,” “continue,” “estimate,” %gect,” “intend,” “is/are likely to,” “may,” “plart, “potential,”
“will” or other similar expressions. We have baskese forward-looking statements largely on ourenir
expectations and projections about future everdsfiaancial trends that we believe may affect onarficial
condition, results of operations, business strategy/financial needs. These forward-looking statémmmclude,

among other things, statements relating to:

” o« LIS ” o ” w

e our expectations regarding the worldwide demanctfectricity and the market for solar ener

e our beliefs regarding the effects of enviromtaéregulation, lack of infrastructure reliabilijd long-term
fossil fuel supply constraint

< our beliefs regarding the inability of traditial fossil fuel-based generation technologies ¢etthe demand
for electricity;

 our beliefs regarding the importance of environraliynfriendly power generatiot

e our expectations regarding governmental supporthi®ideployment of solar energ
 our beliefs regarding the acceleration of adoptibsolar technologies

e our expectations with respect to advancementsiinemtnologies

 our beliefs regarding the competitiveness of olargoroducts

e our expectations regarding the scaling of our mactufing capacity

e our expectations with respect to increaseémae growth and our ability to achieve profitaliliesulting
from increases in our production volum

e our expectations with respect to our ability touseaaw materials, especially silicon wafers, ia fiture;
« our future business development, results of opmratand financial condition; ai
» competition from other manufacturers of PV prodwetd conventional energy supplie

We would like to caution you not to place unduéarate on these statements and you should read these
statements in conjunction with the risk factorsttised in the documents incorporated by referenge a
accompanying prospectus supplement for a more @mglscussion of the risks of an investment insmaurities
and other risks outlined in our other filings witie SEC. The forwartboking statements included in this prospe
or incorporated by reference into this prospectasy@ade only as of the date of this prospectubedate of the
incorporated document, and we do not undertakenhhgation to update the forward-looking statementsept as
required under applicable law.
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OUR COMPANY

We are an established manufacturer of ingots, Mg aad PV modules in China. We manufacture anid sel
ingots, PV cells and PV modules using advanced fagturing process technologies that have helped tepidly
increase our operational efficiency. All of our B\ddules are currently produced using PV cells mastufed at ot
own facilities. We sell our products both diredibysystem integrators and through third party iistors. In 2007,
we sold our products to over 30 customers, mostigérmany and Spain, as well as several other Earop
countries. We also provided PV cell processingisesvin 2006 and PV module processing service@7 2We
conduct our business in China through our operatifgsidiary, Linyang China. In addition, we havéeesd into thi
silicon ingot production business through our asitjoin of a 52% equity interest in Yangguang Sdlechnology
Co., Ltd., or Yangguang Solar, an ingot plant tahmenced operations in October 2007. In June 208&ntered
into an agreement to acquire the remaining 48%tgdterest in Yangguang Solar.

We currently operate four monocrystalline PV cetiquction lines and four multicrystalline PV cetbpluction
lines, each with up to 30 MW of annual manufactyidapacity. As part of our vertical integration augbply
sourcing strategy, we recently acquired YangguasigrSwhich we believe could produce 50 to 60 MWgfots in
2008. We currently have 40 monocrystalline ingaduorction furnaces, with up to 37.5 MW of annual ofacturing
capacity. In order to meet the fagbwing market demand for solar products, we ptasignificantly expand our P
cell manufacturing capacity over the next seveealry. We expect that the aggregate annual mantifagctapacity
of our PV cell production lines that are completedinder construction will reach 360 MW by the efiduly 2008.
In addition, we have achieved improvements in pgetcechnology and product quality since we comneioce
commercial production in November 2005. Our monstaljine PV cells achieved conversion efficienciesan the
range of 16.1% to 16.6% in 2007 and we are now @abeocess wafers as thin as 200 microns.

Our net revenue increased from RMB166.2 millio20@95 to RMB630.9 million in 2006 and to
RMB2,395.1 million (US$328.3 million) in 2007. Ooet income increased from RMB14.4 million in 2005 t
RMB105.9 million in 2006 and to RMB148.0 million 8$20.3 million) in 2007.

We commenced operations through Linyang China igusti2004. Linyang China was a 68%-owned
subsidiary of Linyang Electronics, at the timetsfestablishment on August 27, 2004. Linyang Eteits is one of
the leading electricity-measuring instrument maotufeers in China. In anticipation of our initiallgic offering, we
incorporated Solarfun Power Holdings Co., Ltd.Sofarfun, in the Cayman Islands on May 12, 2006uadisting
vehicle. To enable us to raise equity capital fiouestors outside of China, we established a hgldompany
structure by incorporating Linyang Solar Power tweent Holding Ltd., or Linyang BVI, in the Britidlirgin
Islands on May 17, 2006. Linyang BVI is wholly ovehiey Solarfun. Linyang BVI purchased all of the iggu
interests in Linyang China on June 2, 2006. In M&@06, April 2006 and April 2007, we establishiedte
majority-owned or wholly owned subsidiaries in Ghishanghai Linyang Solar Technology Co., Ltd Sbanghai
Linyang, Sichuan Leshan Jiayang New Energy Co., bidSichuan Jiayang, and Jiangsu Linyang Solarfun
Engineering Research and Development Center Ca.,, fiormerly Nantong Linyang Solarfun EngineeringsRarct
and Development Center Co., Ltd., or Linyang Rede&enter, respectively, to expand our businessriatv
markets and sectors. In August 2007, we acquiE2Painterest in Yangguang Solar. In September 20@7,
established a wholly owned subsidiary, Solarfun &ou.S.A. Inc., or Solarfun U.S.A., as part of plan to enter
the United States market. On November 30, 200%drig BVI transferred all of the equity interestd.inyang
China to Solarfun Power Hong Kong Limited, for ansileration of US$199.0 million. In February 200&,
established a wholly owned subsidiary, Solarfun &oleutschland GmbH., or Solarfun Deutschland, énn@any
to sell solar products in the European markets avéecurrently in the process of liquidating Sichuayang, one of
our subsidiaries which historically has had limitggerations. In June 2008, we entered into an aggeeto acquire
the remaining 48% equity interest in Yangguang Sola

We made capital expenditures of RMB37.5 million, BM0.0 million and RMB538.5 million
(US$73.8 million) in 2005, 2006 and 2007, respetiivin the past, our capital expenditures werelysemarily in
the purchase of a manufacturing facility and addail manufacturing equipment for the productioefcells and
modules. We plan to fund the balance of our 20@&akkexpenditures substantially with proceeds fiaum
convertible note offering in January 2008, addiidmorrowings from third parties and cash from agiens.
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Our principal executive offices are located at 666/ang Road, Qidong, Jiangsu Province, 226200p&n
Republic of China. Our telephone number at thisesklis (86-513) 8330-7688 and our fax number is
(86-513) 8311-0367. Our registered office in thg@an Islands is at the offices of Maples CorpoBsevices
Limited, PO Box 309, Ugland House, Grand Cayman1K¥ 04, Cayman Islands.

Investor inquiries should be directed to us atatiéress and telephone number of our principal éxecaffices
set forth above. Our websitevisvw.solarfun.com.crihe information contained on our website does not
constitute a part of this prospectusOur agent for service of process in the UnitedeStéeg CT Corporation
System, located at 111 Eighth Avenue, New York, Nexk 10011.
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THE SECURITIES WE MAY OFFER

We may use this prospectus to offer our:

* ADSs, each representing five ordinary sha
 preferred share:
* debt securities; ar

e warrants

A prospectus supplement will describe the spetifies, amounts, prices, and detailed terms of atlyese
offered securities and may describe certain rigkadidition to those set forth below associated waittinvestment in
the securities. Terms used in the prospectus soygpliewill have the meanings described in this peosgs, unless
otherwise specified.
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RISK FACTORS

You should consider carefully the following factas well as the other information set forth irstprospectus,
before making an investment decision. You shosld @nsider carefully the risks set forth underliading “Risk
Factors” in any prospectus supplement before investinthésecurities offered thereby. Some of the follgwisks
relate principally to the industry in which we opéx and our business in general. Other risks refatacipally to
the securities market and ownership of our ADSsfgured shares, debt securities and warrants. Artp@risk
factors could significantly and negatively affeat business, financial condition or operating raswind the tradin
price of our ADSs, preferred shares, debt secritied warrants. You could lose all or part of yauwrestment

Risks Related to Our Company and Our Industry

Evaluating our business and prospects may be diffibecause of our limited operating history, andiiopast
results may not be indicative of our future perfoance.

There is limited historical information availableaut our company upon which you can base your atialu of
our business and prospects. We began operatighiggnst 2004 and shipped our first PV modules andiat PV
cells in February 2005 and November 2005, respalgti©ur business has grown and evolved at a rapédsince
we started our operations. As a result, our histboperating results may not provide a meaninigésis for
evaluating our business, financial performance@odpects and we may not be able to achieve assigribwth rate
in future periods. In particular, our future succesll require us to continue to increase the maaotufring capacity
of our facilities significantly beyond their curterapacities. Moreover, our business model, teadgyand ability tc
achieve satisfactory manufacturing yields at higlwumes are unproven. Therefore, you should censdr
business and prospects in light of the risks, ezgemand challenges that we will face as a compdthyawelatively
short operating history in a competitive industeglsing to develop and manufacture new productgapily
growing market, and you should not rely on our pastlts or our historic rate of growth as an iatlan of our
future performance.

Our future success substantially depends on ourliépito further expand both our manufacturing capéy and
output, which is subject to significant risks anchaertainties. If we fail to achieve this further gansion, we
may be unable to grow our business and revenueucedour costs per watt, maintain our competitivesgimn
or improve our profitability.

Our future success depends on our ability to sicaritly increase both our manufacturing capacity autput.
We plan to expand our business to address growdkrimand for our products, as well as to capture mevket
opportunities. Our ability to establish addition@nufacturing capacity and increase output is stiligesignificant
risks and uncertainties, including:

« the need for additional funding to purchaseé prepay for raw materials or to build manufactgracilities,
which we may be unable to obtain on reasonablest@mat all;

 delays and cost overruns as a result of a numbfactdgrs, many of which may be beyond our consoth a
increases in raw materials prices and problems &gtlipment vendor:

« the inability to obtain or delays in obtaining ré&gd approvals by relevant government authori
« diversion of significant management attention atietoresources; ar
« failure to execute our expansion plan effectiv

In order to manage the potential growth of our afiens, we will be required to continue to imprawe
operational and financial systems, procedures anttals, increase manufacturing capacity and ougnd expand,
train and manage our growing employee base. Funitrer, our management will be required to maintaith expan:
our relationships with our customers, suppliers atieér third parties. We cannot assure you thatawent and
planned operations, personnel, systems and intpraoeédures and controls will be adequate to sumporfuture
growth.
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If we encounter any of the risks described aboveye otherwise unable to establish or successtylgrate
additional manufacturing capacity or to increasaufi@acturing output, we may be unable to grow oisgitess and
revenue, reduce our costs per watt, maintain ompeditiveness or improve our profitability, and dwsiness,
financial condition, results of operations and pexgs will be adversely affected.

We recently acquired an early stage ingot plant. Vilay not be successful in operating this new plamid
expenditures required to ramp up its capacity masas) our capital resources. Furthermore, any shéatl in
supply of polysilicon to that plant may have a ma#t adverse effect on our results of operationsdaour future
business prospects.

We have entered into the silicon ingot productiosibess through our acquisition of a 52% equitgrigst in
Yangguang Solar, an ingot plant that commencedatipeis in October 2007. On June 23, 2008, we ahiete an
agreement to acquire the remaining 48% equity éstan Yangguang Solar from Nantong Linyang Electri
Investment Co., Ltd., or Nantong Linyang (as to }8%angsu Qitian Group Co., Ltd. or, Qitian Grdap to 20%),
and Jiangsu Guangyi Technology Co., Ltd., or Jiar@gsangyi (as to 10%) for an aggregate consideratio
approximately RMB355 million (US$48.7 million). Updghe completion of this latest acquisition, Yanaggg Solar
will become our 100% owned subsidiary. Our expamgito the ingot business aims to secure our adoesteady
supplies of ingots at reasonable prices, and veméhto integrate such upstream business into aueasingly
vertical business model. However, we have no migerience in operating an ingot plant. The teatgppfor the
manufacture of ingots is complex, requires cogflyigment and continuous modifications in ordemtpiiove yields
and product performance. Increases in lead timegdiivering ingot-making equipment could also geda
otherwise hamper the development of our ingot lssinWe will also need to make substantial capitpénditure
in installing Yangguang Solar’s production lineslaamping up its capacity in 2008, which may pstrain on our
capital resources.

Moreover, Yangguang Solar relies on Jiangsu Zhomg®/ Technology Development Co., Ltd., or
Zhongneng, which is also an early stage compartyhtgin the past experienced delays in rampinigsup
operations, to supply a significant portion offtsysilicon requirements. Under an agreement damee 22, 2008,
Zhongneng will supply us with polysilicon sufficieto produce 1.2GW of solar modules in aggrega& eight
years. However, prior to entering into the recemipdy agreement, Zhongneng had previously failedietorer a
significant amount of agreed quantity of polysilicm us. In addition, we believe there currentlgignificant excess
demand in the global market for polysilicon andygdicon suppliers may be unable to meet anticighate
requirements based on their current productionagpd he ability of Zhongneng to meet the polysikn
requirements of Yangguang Solar could be materaily adversely impacted by many factors, includipgrational
and financial difficulties at Zhongneng. In parteny any merger, acquisition or consolidation testi®n involving
Zhongneng and any of our competitors could havadmerse impact on our relationship with Zhongnemd) @ur
ability to secure adequate supplies of polysilitmmour operations. Moreover, if Zhongneng doesfaptvhatever
reason supply polysilicon to Yangguang Solar idisight quantities at commercially reasonable @jcéangguang
Solar may be unable to source polysilicon from othid parties and therefore may fail to meepitsduction
targets for 2008 and 2009, which would consequédraie a material and adverse effect on our restitiperations
for those periods and our future business prospects

We depend on a limited number of customers for glhpercentage of our revenue and the loss of, or a
significant reduction in orders from, any of thesmistomers, if not immediately replaced, would sifigantly
reduce our revenue and decrease our profitability.

We currently sell a substantial portion of our Pgdhcts to a limited number of customers. Our fargest
customers accounted for an aggregate of 78.8%%8&mt 43.0% of our net revenue in 2005, 2006 afd 20
respectively. Most of our large customers are ketat Europe, particularly Germany, Italy and Spaime loss of
sales to any one of these customers would hawgnéisant negative impact on our business. Salesitacustomers
are mostly made through non-exclusive arrangemButs.to our dependence on a limited number of costs, any
one of the following events may cause materialtélations or declines in our revenue and have armabgglverse
effect on our financial condition and results oégtions:

« reduction, delay or cancellation of orders from onenore of our significant custome
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« selection by one or more of our significant digitidr customers of our competit’ products;

« loss of one or more of our significant custosrend our failure to identify additional or remacent
customers

e any adverse change in the bilateral or miéita trade relationships between China and Europeantries,
particularly Germany; an

« failure of any of our significant customers to maikeely payment for our product

We expect our operating results to continue to dems sales to a relatively small number of custsnfar a
high percentage of our revenue for the foresedablee, as well as the ability of these customersail PV product
that incorporate our PV products.

With certain significant customers, we enter imammiework agreements that set forth our customenrghase
goals and the general conditions under which oessare to be made. However, such framework agnetsnaee
only binding to the extent a purchase order fgpecsgic amount of our products is issued. In additicertain sales
terms of the framework agreements may be adjusted fime to time. For example, we entered intcaat@work
agreement with Social Capital S.L. under whichgiteed to purchase 84 MW of PV modules in total f2007 to
2008. However, since we could not reach an agreewiémSocial Capital S.L. on actual sales ternwi& Capital
S.L. has not made any purchase order of our PV fasdund it is unlikely that it will purchase our PYodules in
the foreseeable future. In addition, we have ingh&t had disagreements with our customers relgtitige volumes
delivery schedules and pricing terms containedighgramework contracts that have required usriegetiate thes
contracts. However, renegotiation of our framewashtracts may not always be in our best interasds a
disagreements on terms could escalate into forieplites that could cause us to experience ordeetiations or
harm our reputation.

Furthermore, our customer relationships have begeldped over a short period of time and are gdlgena
preliminary stages. We cannot be certain that toastomers will generate significant revenue foinuthe future or
if these customer relationships will continue teelep. If our relationships with customers do nottinue to
develop, we may not be able to expand our cust@&s or maintain or increase our customers anchueve
Moreover, our business, financial condition, resoftoperations and prospects are affected by ctitiopein the
market for the end products manufactured by outoousrs, and any decline in their business coulerizdly harm
our revenue and profitability.

We are currently experiencing an industry-wide shage of silicon wafers. The prices that we pay &ilicon
wafers have increased in the past and we expeatgwimay continue to increase in the future, whickayn
materially and adversely affect our revenue grovehd decrease our gross profit margins and profitkyi

Silicon wafers are an essential raw material inproduction of PV products. Silicon is created éfining
quartz or sand, and is melted and grown into chystaingots or other forms which are then slicetbiwafers. We
depend on our suppliers for timely delivery ofcl wafers in sufficient quantities and satisfagiguality, and any
disruption in supply or inability to obtain silicamafers at an acceptable cost, or at all, will mally and adversely
affect our business and operations.

There is currently an industry-wide shortage a€sit and silicon wafers, which has resulted in sigant price
increases. Based on our experience, the averagesmi silicon and silicon wafers may continuenréase.
Moreover, we expect the shortages of silicon alicbsi wafers to continue as the PV industry corgsto grow an
as additional manufacturing capacity is addedc&iliwafers are also used in the semiconductor indgenerally
and any increase in demand from that sector wiktexbate the current shortage. The productiorliobsiand
silicon wafers is capital intensive and adding nfaoturing capacity requires significant lead tindéhile we are
aware that several new facilities for the manufetf silicon and silicon wafers are under congtomcaround the
world, we do not believe that the supply shortagkbe remedied in the near term. We expect thatdbémand for
silicon and silicon wafers will continue to outgtsupply for the foreseeable future.

We have attempted to ease our supply shortageeepgying for silicon and silicon wafers and estthihg
strategic relationships with selected suppliersweler, we cannot assure you that we will be ablebtain supplies
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from them or any other suppliers in sufficient qtités or at acceptable prices. In particular, sisome of our
suppliers do not themselves manufacture silicorirmiéad purchase their requirements from othedoem it is
possible that these suppliers will not be ablettain sufficient silicon to satisfy their contraatwbligations to us.
In addition, we, like other companies in the PVustly, compete with companies in the semiconduntiustry for
silicon wafers, and companies in that sector tyjyidave greater purchasing power and market imfbeethan
companies in the PV industry. We acquire silicoriersaafrom our suppliers primarily through shortresupply
arrangements for periods ranging from several nwottthwo years. This subjects us to the risk thatsoippliers
may cease supplying silicon wafers to us for amgoe, including due to uncertainties in their ficiahviability and
having committed more volume to customers than tagydeliver. These suppliers could also chooséontmbnor
such contracts and we generally have limited ressuto seek any form of compensation. Historically,have re-
negotiated our contracts with some of our majopsiaps due to price increases in silicon and silieafers. We
cannot assure you that this would not happen dgdhre future. If either of these circumstancesuwoscour supply
of critical raw materials at reasonable costs amdbasic ability to conduct our business could dessely restricted.
Moreover, since some of our supply contracts mguire prepayment of a substantial portion of thetiaet price,
we may not be able to recover such prepaymentsvanslould suffer losses should such suppliers ¢afutfill their
delivery obligations under the contracts. Furtheemave have not fixed the price for a significaattpn of the
silicon wafers supply for 2008 with some of our gligrs. As a result, the price we will need to pagy need to be
adjusted or renegotiated to reflect the prevailimayket price around the time of delivery, which nh@yhigher than
we expect. Increases in the prices of silicon aliwba wafers have in the past increased our pridocosts and
may materially and adversely impact our cost oéreie, gross margins and profitability.

There are a limited number of silicon and silicoafev suppliers, and many of our competitors alsaipase
silicon and silicon wafers from these suppliersadidlition, there has been an ongoing trend innttlestry towards
vertical integration whereby PV cell and PV modulanufacturers expand into silicon and silicon wafer
manufacturing and silicon and silicon wafer mantifegrs expand into PV cell and PV module manufaagurTo
the extent that such vertical integration involwesrgers or acquisitions of existing silicon orcgilh wafer
manufacturers, this trend may result in a reduatittine silicon and silicon wafer supply that isdly available in
the market to companies such as our company, whashcause additional shortages or increase pricing.
Additionally, PV cell and PV module manufacturdratthave integrated silicon or silicon wafer maoctifeng may
have a competitive advantage over us by virtueasfriy access to their internal silicon or silicoafer supply at
lower cost at a time of market shortages for thoaterials. Since we have only been purchasingosiland silicon
wafers in bulk for approximately three years, ommgpetitors may have longer and stronger relatigsshith these
suppliers than we do. As we intend to significairtisrease our manufacturing output, an inadequbtteagion of
silicon wafers would have a material adverse eff@cbur expansion plans. Moreover, the inabilitpldain silicon
and silicon wafers at commercially reasonable grimeat all would harm our ability to meet existingd future
customer demand for our products, and could casise make fewer shipments, lose customers and nsinkee
and generate lower than anticipated revenue, thienetberially and adversely affecting our businéiss\ncial
condition, results of operations and prospects.

Our dependence on a limited number of suppliers fosubstantial majority of silicon and silicon wafe could
prevent us from delivering our products in a timetyanner to our customers in the required quantitjeshich
could result in order cancellations, decreased reve and loss of market share.

In 2005, 2006 and 2007, our five largest suppkersplied in the aggregate 71.3%, 50.9% and 59.0%,
respectively, of our total silicon and silicon wafeirchases. If we fail to develop or maintain mlationships with
these or our other suppliers, we may be unableatoufiacture our products, our products may onlyvadable at a
higher cost or after a long delay, or we could @sented from delivering our products to our custsrin the
required quantities, at competitive prices and areptable terms of delivery. Problems of this kindld cause us
experience order cancellations, decreased reveriibss of market share. In general, the failura sfipplier to
supply materials and components that meet ourtgugliantity and cost requirements in a timely neardue to
lack of supplies or other reasons could impairathility to manufacture our products or could ins@aur costs,
particularly if we are unable to obtain these materand components from alternative sources imaly manner or
on commercially reasonable terms. Allegations Haa@&n made and may be made in the future regardinguality
of our suppliers’ inventories. In addition, someoof suppliers have a limited operating history kmited
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financial resources, and the contracts we entetedwith these suppliers do not clearly provideddequate
remedies to us in the event any of these supp8erst able to, or otherwise does not, deliveg tirmely manner or
at all, any materials it is contractually obligateddeliver. In particular, due to a shortage of raaterials for the
production of silicon wafers, increased market dednfar silicon wafers, a failure by some silicorppliers to
achieve expected production volumes and otherfscsome of our major silicon wafer suppliers fite fully
perform in the past on their silicon wafer suppbymenitments to us, and we consequently did not vecali of the
contractually agreed quantities of silicon wafeosf these suppliers. We cannot assure you thatilvaot
experience similar or additional shortfalls ofiln or silicon wafers from our suppliers in theufgt or that, in the
event of such shortfalls, we will be able to firttier silicon suppliers to satisfy our productioreds. Any disruptio
in the supply of silicon wafers to us may adversdfect our business, financial condition and ressaf operations.

Our ability to adjust our materials costs may benlied as a result of entering into prepaid, fixediqe
arrangements with our suppliers, and it thereforeapbe difficult for us to respond appropriately entimely
manner to market conditions, which could materialand adversely affect our revenue and profitability

We have in the past secured, and plan to contmsedure, our supply of silicon and silicon waflrsugh
prepaid supply arrangements with overseas and danseppliers. In the past, we entered into sugplytracts with
some of our suppliers, under which these suppdigreed to provide us with specified quantitiesildden wafers
and we have made prepayments to these suppliaczardance with the supply contracts. As of Decerlhe200%
2006 and 2007, we had advanced RMB61.3 million, RBEB2 million and RMB640.1 million (US$87.8 millipto
our suppliers, respectively. The prices of the uppntracts we entered into with some of our sigoplare fixed. If
the prices of silicon or silicon wafers were to @ese in the future and we are locked into prepixield-price
arrangements, we may not be able to adjust ourrraksteosts, and our cost of revenue would be ralfeand
adversely affected. In addition, if demand for BM products decreases, we may incur costs assoeidtie
carrying excess materials, which may have a matdizerse effect on our operating expenses. Textent we are
not able to pass these increased costs and exgermascustomers, our revenue and profitabilityyrha materially
reduced.

We require a significant amount of cash to fund ooperations as well as meet future capital requirents. If
we cannot obtain additional capital when we needatir growth prospects and future profitability maye
materially and adversely affected.

We typically require a significant amount of casHund our operations, especially prepayments ppkers to
secure our silicon wafer requirements. We alsoirequash generally to meet future capital requineisievhich are
difficult to plan in the rapidly changing PV induagtIn particular, we will need capital to fund tegpansion of our
facilities as well as research and developmentidies in order to remain competitive. Furthermowe, acquired a
52% equity interest in Yangguang Solar, a newlgldithed silicon ingot plant, in August 2007 andsegquently
entered into a share transfer agreement to actiigreemaining 48% stake in June 2008. We will neadake
substantial capital expenditures in equipment psek of Yangguang Solar to ramp up its productagacity in
2008. In addition, under the supply agreement datee 22, 2008 between Zhongneng and us, we argeedo
make a non-refundable prepayment of RMB357.4 mniltc Zhongneng. Any future acquisitions, expansions
market changes or other developments will cauge tequire additional funds. Our ability to obtaixternal
financing in the future is subject to a varietyuoicertainties, including:

« our future financial condition, results of operascand cash flow:
» general market conditions for financing activitigsmanufacturers of PV and related products;
e economic, political and other conditions in the P& elsewhere

We cannot assure you that financing will be avédlaim satisfactory terms, or at all. In particukss,of
December 31, 2007, RMB940.0 million (US$128.9 milli of our outstanding borrowings were guarantged b
Jiangsu Linyang Electronics Co., Ltd., or Linyarigd&onics, a company controlled by Mr. Yonghua aur
chairman. We do not have control over Linyang Eteats and Mr. Lu has recently reduced his holdihgur
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shares by a significant amount. See “— Two of oustang shareholders have substantial influence oue
company and their interests may not be aligned thighinterests of our other shareholders.” Mr. lap aesigned as
our chief executive officer as of February 25, 2008r any reason Linyang Electronics ceasesuargntee our
existing borrowings, it may be difficult for us édtain necessary financing in a timely manner ocammercially
acceptable terms and our growth prospects andefpifitability may decrease materially.

We face risks associated with the marketing, distiion and sale of our PV products internationallgnd if we
are unable to effectively manage these risks, tieeyld impair our ability to expand our business ajad.

In 2005, 2006 and 2007, a substantial majorityusfrevenue was generated by sales to customelis®uwats
China. The marketing, distribution and sale of BMrproducts overseas expose us to a number of irskading:

« fluctuations in currency exchange rates ofih®. dollar, Euro and other foreign currenciesragfehe
Renminbi;

« difficulty in engaging and retaining distrilous and agents who are knowledgeable about, anflination
effectively in, overseas marke

« increased costs associated with maintaining mangethd sales activities in various countr

« difficulty and costs relating to compliancethwviifferent commercial and legal requirementshia t
jurisdictions in which we offer our produc

« inability to obtain, maintain or enforce intelleatiproperty rights; an

« trade barriers, such as export requiremeatifs, taxes and other restrictions and expenskih could
increase the prices of our products and make scla®petitive in some countrie

If we are unable to effectively manage these riskis,ability to conduct or expand our business atinwould
be impaired, which may in turn have a material aslveffect on our business, financial conditiosuhes of
operations and prospects.

If we are unable to compete in the highly competéiPV market, our revenue and profits may decrease.

The PV market is very competitive. We face competifrom a number of sources, including domesticeiign
and multinational corporations. We believe thatghacipal competitive factors in the markets for products are:

¢ manufacturing capacit

e power efficiency

e range and quality of product

e price;

« strength of supply chain and distribution netwt
« aftel-sales inquiry; an

* brand image

Many of our current and potential competitors hiwveer operating histories, greater name recogniticcess
to larger customer bases and resources and saymifjagreater economies of scale, and financi&ssand
marketing, manufacturing, distribution, technicatiather resources than we do. In particular, ntdrour
competitors are developing and manufacturing sssi@rgy products based on new technologies thatuftiayately
have costs similar to, or lower than, our projectests. In addition, our competitors may have gevmelationships
or have or may enter into exclusive relationshijth wey suppliers, distributors or system integrato whom we
sell our products. As a result, they may be ablespond more quickly to changing customer demandgvote
greater resources to the development, promotiorsates of their products than we can. Furthermore,
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competitors with more diversified product offeringsy be better positioned to withstand a declindaéndemand
for PV products. Some of our competitors have bmome vertically integrated, with businesses rapfiom
upstream silicon wafer manufacturing to solar posyetem integration, and we may also face competftom
semiconductor manufacturers, several of which ledneady announced their intention to commence prtaiu of
PV cells and PV modules. It is possible that nemgetitors or alliances among existing competitansld emerge
and rapidly acquire significant market share, whichuld harm our business. If we fail to competecsssfully, our
business would suffer and we may lose or be urtalij@in market share and our financial conditiod esults of
operations would be materially and adversely aéféct

In the immediate future, we believe that the cortipetarena will increasingly center around seogigilicon
supply and forming strategic relationships to se@upply of key components and technologies. Mdmuo
competitors have greater access to silicon supphaee upstream silicon wafer manufacturing cagasl We
believe that as the supply of silicon stabilizesraime, competition will become increasingly basgdn marketing
and sales activities. Since we have conducteddaradvertising in the past, the greater sales an#leting
resources, experience and name recognition of bmer competitors may make it difficult for uscompete if an
when this transition occurs.

In addition, the PV market in general competes witier sources of renewable energy as well as coiovel
power generation. If prices for conventional anteotrenewable energy resources decline, or if thesmurces enijc
greater policy support than solar power, the PVkeiaand our business and prospects could suffer.

Our profitability depends on our ability to resportd rapid market changes in the PV industry, inclungj by
developing new technologies and offering additioqabducts and services.

The PV industry is characterized by rapid increaséise diversity and complexity of technologiesygucts
and services. In particular, the ongoing evolutibtechnological standards requires products withroved
features, such as more efficient and higher powgyud and improved aesthetics. As a result, we expat we will
need to constantly offer more sophisticated praglantl services in order to respond to competitidestry
conditions and customer demands. If we fail to tgyeor obtain access to, advances in technologie§we are
not able to offer more sophisticated products amdises, we may become less competitive and lexdgaile. In
addition, advances in technologies typically leadéclining average selling prices for productsigsilder
technologies. As a result, if we are not able thuoe the costs associated with our products, thi#adoility of any
given product, and our overall profitability, magalease over time. Furthermore, technologies dpediby our
competitors may provide more advantages than ourthé& commercialization of PV products, and togktent we
are not able to refine our technologies and deve&p PV products, our existing products may become
uncompetitive and obsolete.

In addition, we will need to invest significant éincial resources in research and development totanaiour
competitiveness and keep pace with technologicarcks in the PV industry. However, commercial ptarece by
customers of new products we offer may not occtin@trate or level expected, and we may not betable
successfully adapt existing products to effectivaeigd economically meet customer demands, thus impahe
return from our investments. We may also be requireder the applicable accounting standards togréze a
charge for the impairment of assets to the extanegisting products become uncompetitive or olisplar if any
new products fail to achieve commercial acceptaAog.such charge may have a material adverse effeour
financial condition and results of operations.

Moreover, in response to the rapidly evolving ctinds in the PV industry, we plan to expand ourilbess
downstream to provide system integration produatssrvices. This expansion requires significanéstiment and
management attention from us, and we are likefate intense competition from companies that hatensive
experience and well-established businesses andneesbases in the system integration sector. Weotassure
you that we will succeed in expanding our busirtgsgnstream. If we are not able to bring qualitydarcts anc
services to market in a timely and ce$fective manner and successfully market and ke#i¢ products and servic
our ability to continue penetrating the PV markstwell as our results of operations and profitghiwill be
materially and adversely affected.
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Our future success depends in part on our abilitymake strategic acquisitions and investments aon
establish and maintain strategic alliances, andlfaie to do so could have a material adverse effectour
market penetration, revenue growth and profitabylitin addition, such strategic acquisitions, alli@es and
investments themselves entail significant risks tlcauld materially and adversely affect our busiges

We entered into the silicon ingot production busgrough our acquisition of a 52% equity intenest
Yangguang Solar, an ingot plant that commencedatipas in October 2007 and subsequently enterecaiishare
transfer agreement to acquire the remaining 48%esteJune 2008. In addition, we have purchasedaamih the
process of installing six wire saws which can bedu® slice ingots into wafers. We plan to purchese install an
additional 54 wire saws, the completion of whicli wnicrease the annual aggregate manufacturingoigpaf wires
saws to 300 MW. We expect this new facility to loenpleted by March 2009. We are also pursuing exparisto
downstream system integration services througtsobsidiary, Shanghai Linyang, and we are consideyursuing
upstream silicon feedstock sourcing through stiategrtnerships and investments. We intend to noetto
establish and maintain strategic alliances wittdtparties in the PV industry, particularly withicdn suppliers.
These types of transactions could require thatmamagement develop expertise in new areas, marmagbusiness
relationships and attract new types of customedsnaaly require significant attention from our marragat, and the
diversion of our management’s attention could heveaterial adverse effect on our ability to managebusiness.
We may also experience difficulties integratingusiions and investments into our existing bussnaasd
operations. Furthermore, we may not be able toemsfally make such strategic acquisitions and itnwests or to
establish strategic alliances with third parties thill prove to be effective or beneficial for dowsiness. Any
difficulty we face in this regard could have a matleadverse effect on our market penetration,results of
operations and our profitability.

Strategic acquisitions, investments and alliancés third parties could subject us to a numberisKs,
including risks associated with sharing proprietafgrmation and loss of control of operations theg material to
our business. Moreover, strategic acquisitionssstments and alliances may be expensive to impleamehsubject
us to the risk of non-performance by a counterpavhich may in turn lead to monetary losses thaenelly and
adversely affect our business. In addition, chamgg®vernment policies, both domestically andrimégionally, tha
are not favorable to the development of the PV stigy may also have a material adverse effect erstitcess of
our strategic acquisitions, investments and alkanc

Problems with product quality or product performaacould result in a decrease in customers and rayen
unexpected expenses and loss of market share. laitazh, product liability claims against us couldesult in
adverse publicity and potentially significant morsey damages.

Our PV modules are typically sold with a two toefiyears limited warranty for technical defects, a
10-year limited warranty against declines gredtant10%, and a 20 to 25-year limited warranty agjaaclines of
greater than 20%, in their initial power generatapacity. As a result, we bear the risk of extensgiarranty claim
for an extended period after we have sold our prtsdand recognized revenue. Since our products lheee in use
for only a relatively short period, our assumptioegarding the durability and reliability of ourgglucts may not be
accurate. We consider various factors when deteéngpithe likelihood of product defects, including evaluation of
our quality controls, technical analysis, industrfiprmation on comparable companies and our owrggpce. As
of December 31, 2005, 2006 and 2007, our accruethnig costs totaled RMB1.5 million, RMB7.6 milliand
RMB21.0 million (US$2.9 million), respectively.

In addition, as we purchase the silicon and silisafiers and other components that we use in owtyats fron
third parties, we have limited control over the lgyaf these raw materials and components. Unitkémodules,
which are subject to certain uniform internatiosi@ndards, silicon and silicon wafers generallyxdbhave uniform
international standards, and it is often difficoltdetermine whether product defects are a re$tifiteosilicon or
silicon wafers or other components or reasons hEumntore, the silicon and silicon wafers and ottoengonents the
we purchase from third-party suppliers are typicatild to us with no or only limited warranties.eTpossibility of
future product failures could cause us to incuistatfitial expense to provide refunds or resolveudéespwith regard
to warranty claims through litigation, arbitrationother means. Product failures and related advaublicity may
also damage our market reputation and cause s &abecline.
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As with other PV product manufacturers, we are egpao risks associated with product liability alaiif the
use of the PV products we sell results in injusatth or damage to property. We cannot predictigitithe whether
product liability claims will be brought against unsthe future or the effect of any resulting négapublicity on our
business. In addition, we have not made provisionpotential product liability claims and we magtrave
adequate resources to satisfy a judgment if a sefideclaim is brought against us. Moreover, thecessful
assertion of product liability claims against usiidoresult in potentially significant monetary dagea and require t
to make significant payments and incur substategdl expenses. Even if a product liability clasmbt
successfully pursued to judgment by a claimantmag still incur substantial legal expenses defegpdigainst such
a claim.

If PV technology is not suitable for widespread aatmn, or sufficient demand for PV products doestradevelor
or takes longer to develop than we anticipated, safes may not continue to increase or may evenidecand
our revenue and profitability would be reduced.

The PV market is at a relatively early stage ofadiegment and the extent to which PV products valMadely
adopted is uncertain. Furthermore, market dathgrPlV industry are not as readily available asdho®ther more
established industries, where trends can be askexse reliably from data gathered over a longeiogeof time. If
PV technology, in particular the type of PV teclogyl that we have adopted, proves unsuitable foesygdcead
adoption or if demand for PV products fails to depesufficiently, we may not be able to grow ousiness or
generate sufficient revenue to sustain our prafitgbln addition, demand for PV products in oargeted markets,
including China, may not develop or may develop tesser extent than we anticipated. Many factayg affect the
viability of widespread adoption of PV technologydademand for PV products, including:

 cos-effectiveness of PV products compared to conveatiand other nc-solar energy sources and produ

« performance and reliability of PV products gared to conventional and other non-solar energyces and
products;

« availability of government subsidies and inoers to support the development of the PV industrgther
energy resource industrie

 success of other alternative energy generatiomt#opies, such as fuel cells, wind power and bi@y

« fluctuations in economic and market condititimet affect the viability of conventional and nsolar
alternative energy sources, such as increasesogases in the prices of oil and other fossil fu

 capital expenditures by end users of PV prigjwehich tend to decrease when the overall ecorslaws
down; anc

 deregulation of the electric power industry andiih@ader energy industr

Existing regulations and policies governing the eteicity utility industry, as well as changes todke
regulations and policies, may adversely affect derddor our products and materially reduce our revea and
profits.

The electric utility industry is subject to extersregulation, and the market for PV products gawvily
influenced by these regulations as well as thecigdipromulgated by electric utilities. These ragjohs and policie
often affect electricity pricing and technical irdennection of end-user power generation. As theketdor solar
and other alternative energy sources continue dtveythese regulations and policies are being fismdand may
continue to be modified. Customer purchases ditner investment in research and developmergagr and
other alternative energy sources may be signifigaftected by these regulations and policies, Witould
significantly reduce demand for our products andenialy reduce our revenue and profits.

Moreover, we expect that our PV products and tinsiallation will be subject to oversight and regjidn in
accordance with national and local ordinancesirgldab building codes, safety, environmental prttet utility
interconnection and metering and related mattevsiiious countries. We also have to comply withrétuirements
of individual localities and design equipment tongly with varying standards applicable in the jdigsions

12
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where we conduct business. Any new government adigak or utility policies pertaining to our PV plcts may
result in significant additional expenses to us, distributors and end users and, as a resultdamase a significal
reduction in demand for our PV products, as wethaserially and adversely affect our financial cibiod and
results of operations.

The reduction or elimination of government subsidiand economic incentives for on-grid solar energy
applications could have a materially adverse effeatour business and prospects.

We believe that the near-term growth of the mafieton-grid” applications, where solar energy &ed to
supplement a customer’s electricity purchased filearelectric utility, depends in large part on dvailability and
size of government subsidies and economic incestiée a portion of our sales is in the on-grid rearkhe
reduction or elimination of government subsidied anonomic incentives may hinder the growth of thaket or
result in increased price competition, which codédrease demand for our products and reduce oemnuey

The cost of solar energy currently substantiallyezds the cost of power furnished by the electiiityugrid in
many locations. As a result, federal, state andllgovernmental bodies in many countries, mosthipt@ermany,
Italy, Spain and the United States, have providdxbislies and economic incentives in the form oateb, tax
credits and other incentives to end users, didiisysystem integrators and manufacturers of RPdymts to
promote the use of solar energy in on-grid appbicatand to reduce dependency on other forms afjgn€ertain
of these government economic incentives are da¢ teduced and may be reduced further, or eliminane
particular, political changes in a particular coyrttould result in significant reductions or elirations of subsidies
or economic incentives. Electric utility companikat have significant political lobbying powers mago seek
changes in the relevant legislation in their magkbat may adversely affect the development ancheential
acceptance of solar energy. The reduction or eéititon of government subsidies and economic incestfer on-
grid solar energy applications, especially thoseuntarget markets, could cause demand for outymts and our
revenue to decline, and have a material adversetedh our business, financial condition, resuftsperations and
prospects.

The lack or inaccessibility of financing for off-gd solar energy applications could cause our saleslecline.

Our products are used for “off-grid” solar energypkications in developed and developing countridsre
solar energy is provided to end users independeart electricity transmission grid. In some cougrigovernment
agencies and the private sector have, from tinien®, provided subsidies or financing on prefettiexths for rural
electrification programs. We believe that the aafaility of financing could have a significant effem the level of
sales of off-grid solar energy applications, paitcly in developing countries where users mayhase sufficient
resources or credit to otherwise acquire PV systéresisting financing programs for off-grid solanergy
applications are eliminated or if financing becormexcessible, the growth of the market for offdgsolar energy
applications may be materially and adversely afféctvhich could cause our sales to decline. Intaxtgirising
interest rates could render existing financingserexpensive, as well as serve as an obstacle fenfpa financings
that would otherwise spur the growth of the PV istdy

Our failure to protect our intellectual property ghts may undermine our competitive position, antigation to
protect our intellectual property rights may be dlys

We rely primarily on patents, trademarks, tradeetsccopyrights and other contractual restrictimngrotect
our intellectual property. Nevertheless, theserdftily limited protection and the actions we té&k@rotect our
intellectual property rights may not be adequatepdrticular, third parties may infringe or misagpmriate our
proprietary technologies or other intellectual gdyp rights, which could have a material adver$ecgfon our
business, financial condition and results of openat Policing unauthorized use of our proprietaghnologies can
be difficult and expensive. In addition, litigatiomay be necessary to enforce our intellectual ptpphts, protect
our trade secrets or determine the validity angbeaif the proprietary rights of others. We alsonzdrassure you
that the outcome of any such litigation would beuim favor. Furthermore, any such litigation maycbstly and
may divert management attention as well as expenadther resources away from our business. An aaver
determination in any such litigation will impair ointellectual property rights and may harm ouribess, prospects
and reputation.

13
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In addition, we have no insurance coverage agéfiggtion costs and would have to bear all cosisirag from suct
litigation to the extent we are unable to recoemt from other parties. The occurrence of any efftlegoing
could have a material adverse effect on our busjrigmncial condition and results of operations.

Implementation of PRC intellectual property-relateds has historically been lacking, primarily besa of
ambiguities in the PRC laws and difficulties in @mmement. Accordingly, intellectual property riglaisd
confidentiality protections in China may not beeffective as in the United States or other coustrie

We may be exposed to infringement or misappropdattclaims by third parties, particularly in jurisditions
outside China which, if determined adversely agédins, could disrupt our business and subject us to
significant liability to third parties, as well akave a material adverse effect on our financial atition and
results of operations.

Our success depends, in large part, on our akbilityse and develop our technologies and know-hawout
infringing the intellectual property rights of tHiparties. As we continue to market and sell oodpcts
internationally, and as litigation becomes more gmn in the PRC, we face a higher risk of beingsihigiect of
claims for intellectual property infringement, aslixas having indemnification relating to othertpes’ proprietary
rights held to be invalid. Our current or potentiampetitors, many of which have substantial resesiand have
made substantial investments in competing techimdogay have or may obtain patents that will pnévemit or
interfere with our ability to make, use or sell gquoducts in the European Union, the PRC or otbhantries. The
validity and scope of claims relating to PV teclogyl patents involve complex, scientific, legal dactual questior
and analysis and, therefore, may be highly unaertaiaddition, the defense of intellectual propetaims,
including patent infringement suits, and relateghleand administrative proceedings can be botHycast time
consuming, and may significantly divert the effatsl resources of our technical and managemerapezk
Furthermore, an adverse determination in any stigation or proceeding to which we may become rypeould
cause us to:

* pay damage award

» seek licenses from third partie
e pay ongoing royalties

* redesign our products;

« be restricted by injunction

each of which could effectively prevent us fromguing some or all of our business and result incoistomers or
potential customers deferring or limiting their piase or use of our products, which could havetenahadverse
effect on our financial condition and results oérgtions.

We may not be able to obtain sufficient patent gotion on the technologies embodied in the PV prothuwe
currently manufacture and sell, which could redu@air competitiveness and increase our expenses.

Although we rely primarily on trade secret laws @odtractual restrictions to protect the technaegdn the P\
cells we currently manufacture and sell, our suxegsl ability to compete in the future may alsoethebto a
significant degree on obtaining patent protectimndur proprietary technologies. As of June 2, 20@8 had three
issued patents and six pending patent applicaliotiee PRC. We do not have, and have not appliedafty patents
for our proprietary technologies outside the PRE ti#e protections afforded by our patents are gfieonly in the
PRC, our competitors and other companies may inukpely develop substantially equivalent technadegir
otherwise gain access to our proprietary technekgind obtain patents for such technologies ierqgtiisdictions,
including the countries in which we sell our protdudvioreover, our patent applications in the PR mat result ir
issued patents, and even if they do result in @agents, the patents may not have claims ofdbpeswe seek. In
addition, any issued patents may be challengedidated or declared unenforceable. As a resuitpoesent and
future patents may provide only limited protectfonour technologies, and may not be sufficienprtovide
competitive advantages to us.
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We depend on our key personnel, and our businesd growth may be severely disrupted if we lose tl
services.

Our future success depends substantially on thiénced services of some of our directors and keycatives.
In particular, we are highly dependent upon oueatiors and officers, including Mr. Yonghua Lu, chzn of our
board of directors, Mr. Henricus Johannes Petruskelas, our chief executive officer, Mr. Hanfei Waogr
director and chief operating officer, and Mr. Yugiwang, our chief engineer. In 2007, Mr. Fei Yusigaed as
director of technology and Mr. Kevin C. Wei, ourrfeer chief financial officer, also left us as himgoyment
contract expired in October 2007. If we lose thwises of one or more of our current directors arecutive
officers, we may not be able to replace them rgadiht all, with suitable or qualified candidatesxd may incur
additional expenses to recruit and retain new threcand officers, particularly those with a siggaht mix of both
international and China-based PV industry expegesimilar to our current directors and officers,jebhcould
severely disrupt our business and growth. In aalditif any of our directors or executives joinsoanpetitor or
forms a competing company, we may lose some otostomers. Each of these directors and executfieeof has
entered into an employment agreement with us, wticttains confidentiality and non-competition pgions.
However, if any disputes arise between these direcr executive officers and us, it is not cléatight of
uncertainties associated with the PRC legal systieenextent to which any of these agreements doeileinforced in
China, where all of these directors and executffieass reside and hold some of their assets. Sedisks Related
to Doing Business in China — Uncertainties withpesd to the PRC legal system could have a matadigtrse
effect on us.” Furthermore, as we expect to comtilmuexpand our operations and develop new prodwetsvill
need to continue attracting and retaining expegdimanagement and key research and developmenhpets

Competition for personnel in the PV industry in @his intense, and the availability of suitable gndlified
candidates is limited. In particular, we competattoact and retain qualified research and deveésyirpersonnel
with other PV technology companies, universitied sesearch institutions. Competition for thesevitlials could
cause us to offer higher compensation and othezfliein order to attract and retain them, whichlddhave a
material adverse effect on our financial condit@a results of operations. We may also be unakdétttact or retai
the personnel necessary to achieve our businesstvgis, and any failure in this regard could selyedisrupt our
business and growth.

Our recent changes in chief executive officer andief financial officer and resignation of our pringal
accounting officer may have an adverse effect oe thverall operations of our company and the funeting of
our financial controls and reporting.

We recently appointed Mr. Henricus Johannes Pétaskens as our new chief executive officer. Hisiten
commenced on February 25, 2008 and Mr. Yonghuaekigned as our chief executive officer as of theesdate.
Although Mr. Lu continues to serve as our chairraad remains actively involved in our business fowisn
various areas of strategic importance in our comptie transition period for our chief executivéiadr may not be
smooth and there may be an adverse effect on @ralboperations.

In addition, we appointed Ms. Amy Jing Liu to be ahief financial officer in October 2007, replagin
Mr. Kevin C. Wei, whose employment contract expioedOctober 31, 2007. Ms. Ru Cai, our former ppati
accounting officer, also resigned in 2007. Althotigére was an overlap of almost two weeks betwleemrnd of
Mr. Wei's tenure at our company and Ms. Liu’s appmient and we have hired additional financial @ffscduring
the past few months, there may be an adverse @ifettte functioning of our financial controls amgborting as a
result of this change in management.

Any failure to achieve and maintain effective inteal controls could have a material adverse effeataur
business, results of operations and the market praf our ADSs.

The SEC, as required by Section 404 of the Sarb@nésy Act of 2002, or the Sarbanes-Oxley Act, addp
rules requiring every public company to include @anagement report on such company’s internal cantreér
financial reporting in its annual report, which tains management’s assessment of the effectiverfi¢iss

15




Table of Contents

company’s internal controls over financial repagtiin addition, an independent registered publaaating firm
must attest to and report on the effectivenesh@tompany’s internal controls over financial re:jmoy.

Our management and independent registered puldauating firm have concluded that our internal colstas
of December 31, 2007 were effective. However, wenoaassure you that in the future our managenreniio
independent registered public accounting firm wilt identify material weakness during the Sectio4 df the
Sarbanes-Oxley Act audit process or for other nessin addition, because of the inherent limitagiohinternal
control over financial reporting, including the gislity of collusion or improper management oveeriof controls,
material misstatements due to error or fraud mayagrevented or detected on a timely basis. Asalt, if we fail
to maintain effective internal controls over fin@algeporting or should we be unable to preverdetect material
misstatements due to error or fraud on a timelyshasvestors could lose confidence in the religbdf our
financial statements, which in turn could harm business, results of operations and negatively e market
price of our ADSs, and harm our reputation. Furtime, we have incurred and expected to continurctar
considerable costs and to use significant managetines and other resources in an effort to compihw
Section 404 and other requirements of the Sarb@mé=y Act.

We have limited insurance coverage and we are scbje the risk of damage due to fires or explosidrecause
some materials we use in our manufacturing processee highly flammable.

We are subject to risk of explosion and fires, ighlly flammable gases, such as silane and nitrogsnare
generated in our manufacturing processes. Whileave not experienced to date any explosion or the risks
associated with these gases cannot be complebalinated. In addition, as the insurance industrZina is still in
an early stage of development, business intermptisurance available in China offers limited cagg compared
to that offered in many other countries. Although lrave obtained business interruption insurangebasiness
disruption or natural disaster could result in sabsal costs and diversion of resources.

We are also exposed to risks associated with ptdidddity claims in the event that the use of € products
we sell results in injury. Due to limited histori@xperience, we are unable to predict whetherycbliability
claims will be brought against us in the futureter effect of any resulting adverse publicity om business.
Moreover, we only have limited product liabilitysimrance and may not have adequate resourcesdfy sati
judgment in the event of a successful claim agaissihe successful assertion of product liabdigims against u
could result in potentially significant monetarynizges and require us to make significant paymaiish could
materially and adversely affect our business, fi@rcondition and results of operations.

Any environmental claims or failure to comply withany present or future environmental regulations may
require us to spend additional funds and may magdif and adversely affect our financial conditionna results
of operations.

We are subject to a variety of laws and regulatieteging to the use, storage, discharge and didpds
chemical by-products of, and water used in, ourufeaturing operations and research and developagtivities,
including toxic, volatile and otherwise hazardobhsmicals and wastes. We are in compliance witheotirr
environmental regulations to conduct our businsssia presently conducted. Although we have ndfesed
material environmental claims in the past, theufailto comply with any present or future regulagieould result in
the assessment of damages or imposition of finemsigus, suspension of production or a cessafionro
operations. New regulations could also requireouscjuire costly equipment or to incur other siigaifit expenses.
Any failure by us to control the use of, or to adaigly restrict the discharge of, hazardous substaoould subject
us to potentially significant monetary damages fames or suspension of our business, as well asimamcial
condition and results of operations.

The use of certain hazardous substances, suchdsnevarious products is also coming under irgirggdy
stringent governmental regulation. Increased enwirental regulation in this area could adverselyaaotphe
manufacture and sale of solar modules that cotgaithand could require us to make unanticipatedt@mwental
expenditures. For example, the European Union Bue002/96/EC on Waste Electrical and Electronic
Equipment, or the WEEE Directive, requires manufears of certain electrical and electronic equiptiterbe
financially responsible for the collection, recy)i treatment and disposal of specified producisead on the
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market in the European Union. In addition, Europgaion Directive 2002/95/EC on the Restriction o use of
Hazardous Substances in electrical and electrepippment, or the RoHS Directive, restricts the ofeertain
hazardous substances, including lead, in spegifieducts. Other jurisdictions are considering ashgpsimilar
legislation. Currently, we are not required undher WEEE or RoHS Directives to collect, recycle ispdse any of
our products. However, the Directives allow foruit amendments subjecting additional productseditinectives’
requirements. If, in the future, our solar modldesome subject to such requirements, we may béreeigio apply
for an exemption. If we were unable to obtain aanegtion, we would be required to redesign our soladules in
order to continue to offer them for sale within feropean Union, which would be impractical. Faltm comply
with the Directives could result in the impositiohfines and penalties, the inability to sell oafes modules in the
European Union, competitive disadvantages anddbest sales, all of which could have a materialeaise effect o
our business, financial condition and results adrafions.

Our business benefits from certain PRC governmemténtives. Expiration of, or changes to, these intiges
could have a material adverse effect on our reswfoperations.

In accordance with the former PRC Income Tax LamHoterprises with Foreign Investment and Foreign
Enterprises, or the FIE Tax Law and the relatedemgnting rules, Jiangsu Linyang Solarfun Co., Léd.Linyang
China, our whollyewned operating subsidiary in China, was exemptem £nterprise income tax in 2005 and 2!
was taxed at a reduced rate of 12% in 2007, anddAmtaxed at the reduced rate of 12% in 20082809. From
2005 until the end of 2009, Linyang China wouldaie exempted from the 3% local income tax. Funtioee,
Linyang China would be entitled to a two-year inetax exemption for 2006 and 2007 and a reducethtexof
12% for the following three years on income gerextdtom additional investment in the productionamfy of
Linyang China resulting from our contribution taayang China of the funds we received through theasces of
our series A convertible preference shares in dmadeAugust 2006.

On March 16, 2007, the PRC government promulgated af the People’s Republic of China on Enterprise
Income Tax, or EIT Law, which became effective dagul, 2008. Under EIT Law, domestically owned gurises
and foreign-invested enterprises, or FIE, are stiltigea uniform tax rate of 25%. While the EIT Lagualizes the
tax rates for FIE and domestically owned enterpgripeeferential tax treatment (e.g. tax rate of 18fuld continue
to be given to companies in certain encouragesreand to entities classified as high-technolagyganies,
whether domestically owned enterprises or FIE. EfeLaw also provides a five-year transition pergidrting
from its effective date for those enterprises whigre established before the promulgation datee& T Law and
which were entitled to a preferential lower taerat tax holiday under the then effective tax lawsegulations.
The tax rate of such enterprises will transitioth® uniform tax rate within a five-year transitipariod and the tax
holiday, which has been enjoyed by such enterplisésre the effective date of the EIT Law, may cam to be
enjoyed until the end of the holiday. Linyang Chisg@reparing to file its application to be quadias a high-
technology company which is pending governmentptayal.

Under the EIT Law, we may be classified as a “Re=itl Enterprise” of the PRC. Such classification wial
likely result in negative tax consequences to uslaould result in negative tax consequences to aon-PRC
enterprise shareholders and ADS holders.

Under the EIT Law, which took effect as of Janukr2008, enterprises established under the lawmsmPRC
jurisdictions but whos“de facto management body” is located in the PRCcansidered “resident enterprises” for
PRC tax purposes and are subject to the EIT LawoAling to the Implementation Regulations for th€ Eaw of
the PRC issued by the State Council on Deceml2d@®/, de facto management body is defined as ablisstment
that exerts substantial and comprehensive manademedrcontrol over the business operations, satfpunting,
assets and other aspects of the enterprise.

We are a Cayman Islands holding company and suizbamll of our income are derived from dividends
receive from our operating subsidiaries locatethénPRC. If we are treated as a “resident enter’pfig PRC tax
purposes, we will be subject to PRC income taxwnworldwide income at a uniform tax rate of 25%¢ ahe
dividends distributed from our PRC subsidiariestio Hong Kong company and BVI company and ultimatelour
Cayman Islands company, could be exempt from Chidasdend withholding tax.
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In addition, although the EIT Law provides thatidand income between qualified “resident entergiise
exempted from the 10% withholding tax on dividepd&l to non-PRC enterprise shareholders, it isrsitl free of
doubt whether we will be considered to be a quaifresident enterprise” under the EIT Law. If we aonsidered
a “non-resident enterprise,” dividends paid to y®br subsidiaries in the PRC (through our holdinghpany
structure) may be subject to the 10% withholding ta

If we are deemed by the PRC tax authorities agsident enterprise,” under the existing impleméonatules
of the EIT Law and other applicable tax rulessitinclear whether the interests or dividends wewidyrespect to
our notes, ordinary shares or ADSs, would be tokaseincome derived from sources within the PRClandubject
to PRC tax.

Fluctuations in exchange rates could adversely aff@ur business as well as result in foreign curi@n
exchange losses.

Our financial statements are expressed in, anduoational currency is Renminbi. The change in eadfithe
Renminbi against the U.S. dollar, Euro and otherencies is affected by, among other things, chamg€hina’s
political and economic conditions. On July 21, 20 PRC government changed its decade-old pofipegging
the value of the Renminbi to the U.S. dollar. Unither new policy, the Renminbi is permitted to fluettie within a
narrow and managed band against a basket of céotaign currencies. This change in policy has ltegun a more
than 17.4% appreciation of the Renminbi againstit& dollar. The PRC government may decide to dogven
more flexible currency policy in the future, whicbuld result in a further and more significant ampation of the
Renminbi against the U.S. dollar. An appreciatibthe Renminbi relative to other foreign currenaiesild decreas
the per unit revenue generated from our internatisales. If we increased our pricing to compenkatthe reduce
purchasing power of foreign currencies, we may elese the market competitiveness, on a price lsisir
products. This could result in a decrease in otarirational sales and materially and adverselycatfar business.

A substantial portion of our sales is denominated iS. dollars and Euros, while a substantial partf our
costs and expenses is denominated in Renminbi.rAsudt, the revaluation of the Renminbi in Julyp2Mhas
increased, and further revaluations could furtheréase, our costs. In addition, as we rely egtwaldividends pai
to us by Linyang China, our operating subsidiarthe PRC, any significant revaluation of the Rerbhinay have
material adverse effect on our financial conditiod results of operations. The value of, and anigléinds payable
on, our ADSs in foreign currency terms will alsodiected. Conversely, if we decide to convertRenminbi into
U.S. dollars for the purpose of making paymentgifeidends on our ordinary shares or ADSs or fhieobusiness
purposes, an appreciation of the U.S. dollar agém@sRenminbi would have a negative effect onutfe. dollar
amount available to us.

Fluctuations in exchange rates, particularly amthvegU.S. dollar, Renminbi and Euro, also affectgnass and
net profit margins and could result in fluctuationgoreign exchange and operating gains and lo&esncurred
net foreign currency losses of RMB1.8 million, RMB4nillion and RMB25.6 million (US$3.5 million) i2005,
2006 and 2007, respectively. We cannot predicirtipact of future exchange rate fluctuations onfmancial
condition and results of operations, and we mayrimet foreign currency losses in the future.

Very limited hedging transactions are availabléhim PRC to reduce our exposure to exchange rateiitions.
To date, we have not entered into any hedging aaimss in an effort to reduce our exposure toifgreurrency
exchange risk. While we may enter into hedginggaations in the future, the availability and effeshess of these
transactions may be limited and we may not be @b$eiccessfully hedge our exposure at all. In @idibur foreig!
currency exchange losses may be magnified by PREagéxge control regulations that restrict our aptlit convert
Renminbi into foreign currencies.

Two of our existing shareholders have substantiafluence over our company and their interests magt e
aligned with the interests of our other shareholder

As of June 2, 2008, Mr. Yonghua Lu, chairman of lbo@ard of directors, and Good Energies Il LP owned
15.95% and 36.39%, respectively, of our outstandhmaye capital. In December 2007, Mr. Yonghua hagferred
38,634,750 ordinary shares beneficially owned Iy tt Good Energies Il LP acting by its general partGood
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Energies General Partner Jersey Limited. Mr. Lu@ndd Energies Il LP have substantial influencer ou
business, including decisions regarding mergerssaaations and the sale of all or substantidllpfour assets,
election of directors and other significant corgeractions. This concentration of ownership magalisage, delay
or prevent a change in control of our company, Witiculd deprive our shareholders of an opportunitseceive a
premium for their shares as part of a sale of oungany and might reduce the price of our ADSs. &laedions ma
be taken even if they are opposed by our otheesltders.

If we grant employee share options and other shéig@sed compensation in the future, our net incomeiltbbe
adversely affected.

We adopted a share option plan for our employe&irember 2006, pursuant to which we may issuenpti
to purchase up to 10,799,685 ordinary shares. Asckmber 31, 2007, options to purchase 8,105,E{lQary
shares had been granted under this plan. In A@&Gst, we adopted our 2007 equity incentive plare 2007 equit
incentive plan permits the grant of incentive stopkions, non-statutory stock options, restrictexdls, stock
appreciation rights, restricted stock units, parfance units, performance shares, and other eqastgdoawards to
employees, directors and consultants of our compangler the 2007 equity incentive plan, we mayessp to
10,799,685 ordinary shares plus an annual increfa®% of the outstanding ordinary shares on tret fiay of the
fiscal year, or such lesser amount of shares @&srdated by the board of directors. As a resulhefe option grants
and potential future grants under these plansxypea to incur significant share compensation espsrin future
periods. The amount of these expenses will be bais¢he fair value of the share-based awards. Ve is
determined based on an independent third partyatialu We have adopted Statement of Financial Actiog
Standard No. 123(R) (revised 2004) for the accaogrttieatment of our share incentive plan. As altese will
have to account for compensation costs for allesbations, including share options granted to awctbrs and
employees, using a fair-value based method andyném® expenses in our consolidated statement ofriedn
accordance with the relevant rules under U.S. GA#itch may have a material adverse effect on ouprafit.
Moreover, the additional expenses associated \Waheshased compensation may reduce the attractsefiesuch
incentive plan to us. However, our share incenpha® and other similar types of incentive plansiamgortant in
order to attract and retain key personnel. We caassure you that employee share options or ottegeshased
compensation we may grant in the future, wouldhzote a material adverse effect on our profitability

Risks Related to Doing Business in China

Adverse changes in political and economic policadthe PRC government could have a material advesffect
on the overall economic growth of China, which calteduce the demand for our products and materiaiyd
adversely affect our competitive position.

Substantially all of our operations are conducte@lina and some of our sales are made in China.
Accordingly, our business, financial condition,uks of operations and prospects are affected fagnily by
economic, political and legal developments in Chiftee PRC economy differs from the economies oftmos
developed countries in many respects, including:

» the amount of government involveme

the level of developmen
the growth rate

« the control of foreign exchange; a

the allocation of resource

While the PRC economy has grown significantly awer past 25 years, the growth has been uneven, both
geographically and among various sectors of the@oy. The PRC government has implemented varioasures
to encourage economic growth and guide the allocadf resources. Some of these measures benetivérall PR(
economy, but may also have a negative effect oRarsexample, our financial condition and resuftegerations
may be adversely affected by government controf ogpital investments or changes in tax regulattbasare
applicable to us.
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The PRC economy has been transitioning from a pld@tonomy to a more market-oriented economy.
Although the PRC government has in recent yearseim@nted measures emphasizing the utilization oketa
forces for economic reform, the reduction of statmership of productive assets and the establishofesound
corporate governance in business enterprises,staguial portion of the productive assets in Clignstill owned by
the PRC government. The continued control of tlessets and other aspects of the national econorthel®RC
government could materially and adversely affectlusiness. The PRC government also exercisedisaymti
control over economic growth in China through thecation of resources, controlling payment of fgrecurrency-
denominated obligations, setting monetary policg providing preferential treatment to particuladustries or
companies. Efforts by the PRC government to slaptice of growth of the PRC economy could resulieicrease
capital expenditure by solar energy users, whiduiin could reduce demand for our products.

Any adverse change in the economic conditions segunent policies in China could have a materiakeask
effect on the overall economic growth and the l®fgenewable energy investments and expenditar€hina,
which in turn could lead to a reduction in demaoddur products and consequently have a materiadrad effect
on our business and prospects. In particular, B@ Bovernment has, in recent years, promulgatadindaws and
regulations and initiated certain government-spogg@rograms to encourage the utilization of nesmnfoof
energy, including solar energy. We cannot assuvetlyat the implementation of these laws, regulatiand
government programs will be beneficial to us. Irtipalar, any adverse change in the PRC governragaticies
towards the PV industry may have a material adveifeet on our operations as well as on our plarexpand our
business into downstream system integration sesvice

Uncertainties with respect to the PRC legal systeonld have a material adverse effect on us.

We conduct substantially all of our business thioagr operating subsidiary in the PRC, Linyang @hen
Chinese wholly foreign-owned enterprise. Linyandrahs generally subject to laws and regulationdiagble to
foreign investment in China and, in particular, $aapplicable to wholly foreign-owned enterpriselse PRC legal
system is based on written statutes, and priort@®gisions may be cited for reference but havédithprecedential
value. Since 1979, PRC legislation and regulatieng significantly enhanced the protections affdrabevarious
forms of foreign investments in China. Howevergsithese laws and regulations are relatively neshtlam PRC
legal system continues to rapidly evolve, the jmtetations of many laws, regulations and ruleshatealways
uniform and enforcement of these laws, regulatams rules involve uncertainties, which may limgaé protection
available to us. In addition, any litigation in @himay be protracted and result in substantiab@sd diversion of
resources and management attention.

We rely principally on dividends and other distribans on equity paid by our operating subsidiaryftind cash
and financing requirements, and limitations on treility of our operating subsidiary to pay dividesdr other
distributions to us could have a material adverdéset on our ability to conduct our business and ioability to
make payments due under the notes.

We are a holding company and conduct substanadlilyf our business through our operating subsydiar
Linyang China, which is a limited liability compamegtablished in China. We rely on dividends paid_imyang
China for our cash needs, including the funds re=gg<o pay dividends and other cash distributtorsur
shareholders, to service any debt we may incut@pdy our operating expenses. The payment of eindd by
entities organized in China is subject to limitagoln particular, regulations in the PRC currepiymit payment of
dividends only out of accumulated profits as deteed in accordance with PRC accounting standards an
regulations. Linyang China is also required toasgédle at least 10% of its after-tax profit basedP®T accounting
standards each year to its general reserves hatdd¢cumulative amount of such reserves reache05#%bo
registered capital. These reserves are not disatibelas cash dividends. In addition, Linyang Clénequired to
allocate a portion of its after-tax profit to ite welfare and bonus fund at the discretion thibard of directors.
Moreover, if Linyang China incurs debt on its owehhblf in the future, the instruments governingdbbt may
restrict its ability to pay dividends or make otlléstributions to us.
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Restrictions on currency exchange may limit our &by to receive and use our revenue effective

A portion of our revenue and a substantial portbour expenses are denominated in Renminbi. THeriRdi
is currently convertible under the “current accguwhich includes dividends, trade and servicetaddoreign
exchange transactions, but not under the “capitadant,” which includes foreign direct investmenddoans.
Currently, Linyang China may purchase foreign cueres for settlement of current account transastiorcluding
payments of dividends to us, without the approvdhe State Administration of Foreign ExchangeSaE.
However, the relevant PRC government authoritieg Iin@t or eliminate our ability to purchase foraigurrencies
in the future. Since a significant amount of ouufe revenue will be denominated in Renminbi, axigteng and
future restrictions on currency exchange may lwnit ability to utilize revenue generated in Renmiolfund our
business activities outside China that are dendmhia foreign currencies.

Foreign exchange transactions by Linyang China utigecapital account continue to be subject toi@ant
foreign exchange controls and require the approfval need to register with PRC governmental alitiesy
including SAFE. In particular, if Linyang China lvows foreign currency loans from us or other fondignders,
these loans must be registered with SAFE, and ffingsce Linyang China by means of additional cpit
contributions, these capital contributions musapproved by certain government authorities, ineclgdhe National
Development and Reform Commission, or the NDRCMir@stry of Commerce or their respective local
counterparts. These limitations could affect thiéitgtof Linyang China to obtain foreign exchandedugh debt or
equity financing.

Recent PRC regulations relating to the establishmehoffshore special purpose companies by PRCaests
may subject our PRC resident shareholders to peaddiability and limit our ability to acquire PRC eampanies
or to inject capital into our PRC subsidiary, limdur PRC subsidiary’s ability to distribute profit® us, or
otherwise materially and adversely affect us.

SAFE issued a public notice in October 2005, orSAEE notice, requiring PRC residents, includinghdegal
persons and natural persons, to register with dngpetent local SAFE branch before establishingootrolling any
company outside of China, referred to as an “offstspecial purpose company,” for the purpose ofiiaicyy any
assets of or equity interest in PRC companies aisthg fund from overseas. In addition, any PR@m¥ that is
the shareholder of an offshore special purpose aoms required to amend its SAFE registration it local
SAFE branch, with respect to that offshore spgmi@pose company in connection with any increasgeorease of
capital, transfer of shares, merger, division, ggumvestment or creation of any security inte@gr any assets
located in China. If any PRC shareholder of angludfe special purpose company fails to make tha@ned) SAFE
registration and amendment, the PRC subsidiariisabfoffshore special purpose company may be piteki from
distributing their profits and the proceeds frony aaduction in capital, share transfer or liquidatto the offshore
special purpose company. Moreover, failure to cgmpth the SAFE registration and amendment requéinets
described above could result in liability under PRR@®s for evasion of applicable foreign exchang#rietions. Our
current beneficial owners who are PRC residente hegistered with the local SAFE branch as requirader the
SAFE notice. The failure of these beneficial owrteramend their SAFE registrations in a timely merpursuant
to the SAFE notice or the failure of future beniefiowners of our company who are PRC resident®itoply with
the registration procedures set forth in the SABECce may subject such beneficial owners to fines lagal
sanctions and may also result in a restriction @wnRRC subsidiary’s ability to distribute profitsuis or otherwise
materially and adversely affect our business. lditaah, the NDRC promulgated a rule in October 208¥the
NDRC Rule, which requires NDRC approvals for ovassmvestment projects made by PRC entities. ThRG
Rule also provides that approval procedures forsmas investment projects of PRC individuals dhell
implemented with reference to this rule. Howevieré exist extensive uncertainties in terms ofrpriation of the
NDRC Rule with respect to its application to a PiR@ividual's overseas investment, and in practice, we are not
aware of any precedents that a PRC individual'sseas investment has been approved by the NDRGatlenged
by the NDRC based on the absence of NDRC approwalcurrent beneficial owners who are PRC indivisukd
not apply for NDRC approval for investment in use \dannot predict how and to what extent this wiféet our
business operations or future strategy. For exantipdefailure of our shareholders who are PRC iiddi&ls to
comply with the NDRC Rule may subject these perswraur PRC subsidiary to certain liabilities un@&C laws,
which could adversely affect our business.
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We face risks related to health epidemics and othatbreaks.

Adverse public health epidemics or pandemics cdiddupt business and the economics of the PRC ted 0
countries where we do business. From December 2002ne 2003, China and other countries experieaned
outbreak of a highly contagious form of atypicakpmonia now known as severe acute respiratory symelror
SARS. On July 5, 2003, the World Health Organizatieclared that the SARS outbreak had been coutaine
However, a number of isolated new cases of SAR® websequently reported, most recently in centh@&in
April 2004. During May and June of 2003, many basbses in China were closed by the PRC governmemeten
transmission of SARS. Moreover, some Asian cousitiifecluding China, have recently encountered eais of the
H5N1 strain of bird flu, or avian flu. We are unalib predict the effect, if any, that avian flu nfewe on our
business. In particular, any future outbreak of SARvian flu or other similar adverse public depeients may,
among other things, significantly disrupt our besis, including limiting our ability to travel oriplour products
within or outside China and forcing us to temporense our manufacturing facilities. Furthermone oaitbreak me
severely restrict the level of economic activityaiifiected areas, which may in turn materially addeasely affect
our financial condition and results of operationg have not adopted any written preventive measures
contingency plans to combat any future outbreakvedn flu, SARS or any other epidemic.
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USE OF PROCEEDS

Unless we specify otherwise in any prospectus supgeht, we will use the net proceeds from the sale o
securities offered by us pursuant to this prosgeftiucapital expenditures, repayment of indebtegneorking
capital, to make acquisitions and for general caf@purposes.
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RATIO OF EARNINGS TO FIXED CHARGES

The following table sets forth our ratio of earrsrtg fixed charges on a historical basis for th@opkeindicated.
The ratio of earnings to fixed charges is compigdividing earnings by fixed charges. For thisgmse, earnings
consist of pre-tax income from continuing operagibefore adjustment for minority interests, plued charges.
Fixed charges consist of interest expenses, whettpanses or capitalized.

Year Ended December 31
2004 2005 2006 2007

— 11737 1277 5.6

Ratios of earnings to fixed charc
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CAPITALIZATION

A prospectus supplement will include informationaur consolidated capitalization.
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DESCRIPTION OF SHARE CAPITAL

We are a Cayman Islands exempted company withddiability and our affairs are governed by our
memorandum and articles of association, as amemu@destated from time to time, and the Companas (2007
Revision) of the Cayman Islands, which is refetieeds the Companies Law below.

As of June 30, 2008, our authorized share capitasisted of 500,000,000 ordinary shares, with avphre of
US$0.0001 each. As of June 30, 2008, there wer@®341744 ordinary shares issued and outstanding.

The following are summaries of material provisiofi®ur amended and restated memorandum and arbitles
association and the Companies Law insofar as #lajerto the material terms of our ordinary shares.

Description of Ordinary Shares
General

All of our outstanding ordinary shares are fullydpand non-assessable. Certificates representengrdinary
shares are issued in registered form. Our sharetsolho are non-residents of the Cayman Islandsfraely hold
and vote their ordinary shares.

Dividends

The holders of our ordinary shares are entitlesutth dividends as may be declared by our boardtedtdrs
subject to the Companies Law. Under our amendedestdted memorandum and articles of associatibn, a
dividends unclaimed for one year after having béeriared may be invested or otherwise made usg ofibboard
of directors for our exclusive benefit until claihend we will not be deemed a trustee in respestich dividend ¢
be required to account for any money earned thebdividends unclaimed for six years after hayineen
declared may be forfeited by our board of directord thereon will revert to us.

Voting Rights

The holder of each ordinary share is entitled te wote for each ordinary share held by such haldeall
matters upon which the ordinary shares are entitiadte. Voting at any meeting of shareholdetsyishow of
hands unless a poll is demanded. A poll may be ddethby the chairman of such meeting or any othareholder
or shareholders present in person or by proxy afdirg at least 10% in par value of the sharesngji right to
attend and vote at the meeting.

A quorum required for a meeting of shareholderssisis of at least one shareholder present or by if a
corporation or other non-natural person, by ity @ulthorized representative holding not less thastthird of the
outstanding voting shares in our company. Sharensldneetings may be convened by our board of @irson its
own initiative or upon a request to the directoyshareholders holding in the aggregate 10% or mmbeair voting
share capital. Advance notice of at least 20 (lotihnmore than 60) days is required for the convewingur annual
general shareholders’ meeting and any other geskaaéholders’ meeting calling for the passing mdslution
requiring two-thirds of shareholder votes, and adeanotice of at least 14 (but not more than 6% darequired
for the convening of other general shareholder mgget

An ordinary resolution to be passed by the shadaslrequires the affirmative vote of a simple mgjof the
votes attaching to the ordinary shares cast imamgémeeting, while a special resolution requihesaffirmative
vote of no less than two-thirds of the votes cétsiching to the ordinary shares. A special resotutvill be required
for important matters such as a change of namea&ing changes to our amended and restated memaonasaid
articles of association.

Transfer of Ordinary Shares

Subject to the restrictions of our amended anditedtmemorandum and articles of association, dgaple,
any of our shareholders may transfer all or anlyi®br her ordinary shares by an instrument ofsieamin the usual
or common form or any other form approved by owardoof directors.
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Our board of directors may, in its absolute disorgtdecline to register any transfer of any ordjrehare
which is not fully paid up or on which we have enli Our board of directors may also decline tostegiany transfe
of any ordinary share unless:

« the instrument of transfer is lodged with ascompanied by the certificate for the ordinaryreb@o which it
relates and such other evidence as our board edtdits may reasonably require to show the riglthef
transferor to make the transf

« the instrument of transfer is in respect of onlg @fass of ordinary share
« the instrument of transfer is properly stampededfuired;

« in the case of a transfer to joint holders, tlumber of joint holders to whom the ordinary sharto be
transferred does not exceed fc

« the ordinary shares transferred are free of amyitidavor of us
« any fee related to the transfer has been paid;tand
« the transfer to be registered is not to an infara person suffering from mental disorc

If our directors refuse to register a transfer thkgll, within two months after the date on whicl instrument
of transfer was lodged, send to each of the tramsénd the transferee notice of such refusal.

The registration of transfers may be suspendedtancegister closed at such times and for suclogelas our
board of directors may from time to time determim®yvided, however, that the registration of trensfshall not be
suspended nor the register closed for more thadess in any year.

Liquidation

On a return of capital on winding up or otherwigghér than on conversion, redemption or purchasednary
shares), assets available for distribution amordtiiders of ordinary shares shall be distributedreg the holders
of the ordinary shares orpao ratabasis. If our assets available for distribution iasaifficient to repay all of the
paid-up capital, the assets will be distributedhsd the losses are borne by our shareholders piropately.

Calls on Ordinary Shares and Forfeiture of Ordinar$hares

Our board of directors may from time to time mak#scupon shareholders for any amounts unpaid ein th
ordinary shares in a notice served to such shatet®oht least 14 days prior to the specified tiffgagment. The
ordinary shares that have been called upon andimeimaaid are subject to forfeiture.

Redemption of Ordinary Shares

Subject to the provisions of the Companies Law @thér applicable law, we may issue shares on téraisare
subject to redemption, at our option or at theaptf the holders, on such terms and in such maamaray be
determined by special resolution.

Variations of Rights of Shares

If at any time, our share capital is divided intfiedent classes of shares, all or any of the speijhts attached
to any class of shares may, subject to the pravssad the Companies Law, be varied either withcihresent in
writing of the holders of three-fourths of the isdushares of that class or by a special resolpiéssed at a general
meeting of the holders of the shares of that cliss.rights conferred upon the holders of the shafeany class
issued with preferred or other rights shall noteas otherwise expressly provided by the termssfe of the shares
of that class, be deemed to be varied by the oreati issue of further shares rankimayi passuwith such existing
class of shares. The rights of holders of ordirsfngres shall not be deemed to be varied by théiamear issue of
shares with preferred or other rights which maytiected by the directors as provided in the stiadf association
without any vote or consent of the holders of cadynshares.
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General Meetings of Shareholde

The directors may, and shall on the requisitiosl@reholders holding at least 10% in par valudeftapital of
our company carrying voting rights at general nregsj proceed to convene a general meeting of sharlelsolders.
If the directors do not within 21 days from the dsip of the requisition duly proceed to convenesaagal meeting,
which will be held within a further period of 21yda the requisitioning shareholders, or any of thehding more
than 50% of the total voting rights of all of treguisitioning shareholders, may themselves conaegeneral
meeting. Any such general meeting must be convairitdih three months after the expiration of suchday period

Inspection of Books and Records

Holders of our ordinary shares will have no genggidit under Cayman Islands law to inspect or obtaipies
of our list of shareholders or our corporate resokbwever, we will provide our shareholders witimaal audited
financial statements. See “Where You Can Find Adid#l Information About Us.”

Changes in Capital
We may from time to time by ordinary resolution:

* increase the share capital by such sum, to beativiitto shares of such classes and amounts, assthi@tior
shall prescribe

» consolidate and divide all or any of our share tedymto shares of a larger amount than our exgssimares

« convert all or any of our paid up shares sttuck and reconvert that stock into paid up shafesy
denomination

e sub-divide our existing shares, or any of theto shares of a smaller amount provided thahénstubdivision
the proportion between the amount paid and the amdwany, unpaid on each reduced share shalée t
same as it was in case of the share from whichetheced share is derived,;

» cancel any shares which, at the date of tissipg of the resolution, have not been taken arexjto be taken
by any person and diminish the amount of our sbapétal by the amount of the shares so cance

We may by special resolution reduce our share &laguitd any capital redemption reserve in any manner
authorized by law.

Exempted Company

We are an exempted company with limited liabilinder the Companies Law. The Companies Law
distinguishes between ordinary resident compamidsaempted companies. Any company that is regidtier the
Cayman Islands but conducts business mainly outsitlee Cayman Islands may apply to be registeseaha
exempted company. The requirements for an exengaeghany are essentially the same as for an ordo@mpany
except for the exemptions and privileges listedel

¢ an exempted company does not have to filenana return of its shareholders with the Registfar
Companies

e an exempted compa’s register of members is not open to inspeci
< an exempted company does not have to hold an agenalal meeting
e an exempted company may issue no par value, nétgba bearer share

e an exempted company may obtain an undertagainst the imposition of any future taxation (such
undertakings are usually given for 20 years infitis instance)

¢ an exempted company may register by way oficoation in another jurisdiction and be deregistein the
Cayman Islands
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e an exempted company may register as a limited idarabmpany; an
e an exempted company may register as a segregatiéolipacompany.

“Limited liability” means that the liability of edcshareholder is limited to the amount unpaid ey th
shareholder on the shares of the company. We &jectuo reporting and other informational requiests of the
Exchange Act, as applicable to foreign privateéssuWe intend to comply with the Nasdaq Rulesen bf
following home country practice. The Nasdaqg Ruézgiire that every company listed on the Nasdag &oldnnual
general meeting of shareholders. In addition, overaded and restated articles of association allosetdrs or
shareholders to call special shareholder meetingsupnt to the procedures set forth in the articles

Differences in Corporate Law

The Companies Law is modeled after that of Endashbut does not follow many recent English lawtgtary
enactments. In addition, the Companies Law diffiems laws applicable to United States corporatiang their
shareholders. Set forth below is a summary of itpafecant differences between the provisions & @ompanies
Law applicable to us and the laws applicable tomames incorporated in the State of Delaware aei th
shareholders.

Mergers and Similar Arrangements

Cayman Islands law does not provide for mergethasexpression is understood under the Delaware@é
Corporation law. However, there are statutory psiovis that facilitate the reconstruction and anrakg#on of
companies, provided that the arrangement is apdrbye majority in number of each class of shamds and
creditors with whom the arrangement is to be madd,who must in addition represent three-fourthgine of
each such class of shareholders or creditors easatte may be, that are present and voting eftlarson or by
proxy at a meeting, or meetings, convened for pogbose. The convening of the meetings and subaedyuke
arrangement must be sanctioned by the Grand CbtireCayman Islands. While a dissenting sharelndids the
right to express to the court the view that thegeation ought not to be approved, the court caexpected to
approve the arrangement if it determines that:

« the statutory provisions as to the due majorityevtdve been me
« the shareholders have been fairly representecah#éeting in questiol
« the arrangement is such that a businessman woagdmably approve; ar

¢ the arrangement is not one that would mor@gnyg be sanctioned under some other provisiohef t
Companies Law

When a take over offer is made and accepted byemolof 90% of the shares within four months, tHerof
may, within a two-month period, require the holdefrshe remaining shares to transfer such sharg¢kseoterms of
the offer. An objection can be made to the GrandrCaf the Cayman Islands but this is unlikely teseed unless
there is evidence of fraud, bad faith or collusion.

If the arrangement and reconstruction is thus amatpthe dissenting shareholder would have nosight
comparable to appraisal rights, which would othsendrdinarily be available to dissenting sharehrsldé Delawar:
corporations, providing rights to receive paymentash for the judicially determined value of thares.

Shareholders’ Suits

We are not aware of any reported class action vatese action having been brought in a Caymaarids
court. In principle, we will normally be the propaaintiff and as a general rule a derivative attieay not be
brought by a minority shareholder. However, base&wnglish authorities, which would in all likelihdde of
persuasive authority in the Cayman Islands, thexerceptions to the foregoing principle, includimigen:

e a company acts or proposes to act illegallultra vires;
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« the act complained of, although mitra vires,could only be effected duly if authorized by mdnart a
simple majority vote that has not been obtained,;

« those who control the company are perpetrati“fraud on the minority”

Indemnification of Directors and Executive Officerand Limitation of Liability

Cayman Islands law does not limit the extent toclhtda company’s articles of association may profade
indemnification of officers and directors, exceptlie extent any such provision may be held byGhgman Islands
courts to be contrary to public policy, such apriovide indemnification against civil fraud or tbensequences of
committing a crime. Our amended and restated mamdara and articles of association permit indemnifisaof
officers and directors for losses, damages, cogteapenses incurred in their capacities as sulgssisuch losses
or damages arise from dishonesty, fraud or detdiduch directors or officers. This standard ofduet is generally
the same as permitted under the Delaware Generpbgation Law for a Delaware corporation. In additiwe
intend to enter into indemnification agreementhwitir directors and senior executive officers thiltprovide suct
persons with additional indemnification beyond thiatvided in our amended and restated memoranddnardicles
of association.

Insofar as indemnification for liabilities arisimmder the Securities Act may be permitted to oteaors,
officers or persons controlling us under the foieg@rovisions, we have been informed that, ingpmion of the
SEC, such indemnification is against public polisyexpressed in the Securities Act and is therefoeaforceable
as a matter of United States law.

Anti-Takeover Provisions in the Amended and Resthldemorandum and Articles of Association

Some provisions of our amended and restated memhamaand articles of association may discourageydai
prevent a change in control of our company or mamant that shareholders may consider favorablejdimy
provisions that authorize our board of directorisfwue preference shares in one or more serieatesignate the
price, rights, preferences, privileges and restmst of such preference shares without any funtbé or action by
our shareholders.

However, under Cayman Islands law, our directorg ordy exercise the rights and powers granted eath
under our amended and restated memorandum an@ésudgfcassociation, as amended and restated froentt time
for what they believe in good faith to be in thethaterests of our company.

Directors’ Fiduciary Duties

Under Delaware corporate law, a director of a Del@xcorporation has a fiduciary duty to the corporaand
its shareholders. This duty has two componentsdtity of care and the duty of loyalty. The dutycafe requires
that a director act in good faith, with the carattan ordinarily prudent person would exercise usdailar
circumstances. Under this duty, a director musirimfhimself of, and disclose to shareholders, allenial
information reasonably available regarding a sigaift transaction. The duty of loyalty requirestthalirector act i
a manner he or she reasonably believes to be ipetbieinterests of the corporation. He or she mostse his or he
corporate position for personal gain or advantagés duty prohibits selflealing by a director and mandates tha
best interest of the corporation and its sharelsltike precedence over any interest possessedibsctor, officer
or controlling shareholder and not shared by tleeediolders generally. In general, actions of actireare presume
to have been made on an informed basis, in gotid daid in the honest belief that the action takes im the best
interests of the corporation. However, this prestionpmay be rebutted by evidence of a breach ofadrikee
fiduciary duties. Should such evidence be presectederning a transaction by a director, a directost prove the
procedural fairness of the transaction, and thatrdnsaction was of fair value to the corporation.

As a matter of Cayman Islands law, a director @agman Islands company is in the position of adidty
with respect to the company and therefore it isswared that he owes the following duties to th@gany —a duty
to actbona fidein the best interests of the company, a duty nata&e a profit based on his or her position as
director (unless the company permits him to doasw) a duty not to put himself in a position whére interests of
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the company conflict with his or her personal iagtror his or her duty to a third party. A direatdia Cayman
Islands company owes to the company a duty to @htskill and care. It was previously consideredtth director
need not exhibit in the performance of his or hefed a greater degree of skill than may reasonadkyxpected
from a person of his or her knowledge and expedeHowever, English and Commonwealth courts haveeho
towards an objective standard with regard to tigeired skill and care and these authorities aedyliko be followec
in the Cayman Islands.

Shareholder Action by Written Consent

Under the Delaware General Corporation Law, a aafgmn may eliminate the right of shareholdersdblegy
written consent by amendment to its certificatéhobrporation. Cayman Islands law and our amended-estated
articles of association provide that shareholdeag approve corporate matters by way of a unaninaiiten
resolution signed by or on behalf of each sharedrolho would have been entitled to vote on suchenat a
general meeting without a meeting being held.

Shareholder Proposals

Under the Delaware General Corporation Law, a $twdder has the right to put any proposal beforeatieual
meeting of shareholders, provided it complies wfith notice provisions in the governing documentspAcial
meeting may be called by the board of directorargr other person authorized to do so in the gorgrdocuments,
but shareholders may be precluded from callingispewetings.

Cayman Islands law and our amended and restatetkamf association allow our shareholders holdingles:
than 10% of the paid-up voting share capital ofabmpany to requisition a shareholders’ meetingadgxempted
Cayman Islands company, we are not obliged by taeatl shareholders’ annual general meetings. Hewewur
amended and restated articles of association eeqgito call such meetings if required by the CamesalLaw, othe
applicable law, rules or regulations or the Nasdatgs.

Cumulative Voting

Under the Delaware General Corporation Law, cuniudatoting for elections of directors is not pernmit
unless the corporation’s certificate of incorparatspecifically provides for it. Cumulative votipgtentially
facilitates the representation of minority shareleos on a board of directors since it permits tireonity shareholde
to cast all the votes to which the shareholdentiled on a single director, which increases tharsholder’s voting
power with respect to electing such director. Asmpted under Cayman Islands law, our amended esi@ted
articles of association do not provide for cumuiatvoting. As a result, our shareholders are rfor@éd any less
protections or rights on this issue than sharehisldea Delaware corporation.

Removal of Directors

Under the Delaware General Corporation Law, a thireaf a corporation with a classified board may be
removed only for cause with the approval of a mgjaf the outstanding shares entitled to votegaslthe
certificate of incorporation provides otherwise.dénour amended and restated articles of assatjati@ctors ma
be removed by ordinary resolution or the unanimetigen consent of all the shareholders.

Transactions with Interested Shareholders

The Delaware General Corporation Law contains @nlegs combination statute applicable to Delaware
corporations whereby, unless the corporation hasipally elected not to be governed by such s$taly
amendment to its certificate of incorporationsiprohibited from engaging in certain business doations with an
“interested shareholder” for three years followihg date that such person becomes an interesteshskder. An
interested shareholder generally is a person oo@pgvho or which owns or owned 15% or more ofttrget’s
outstanding voting stock within the past three ge@his has the effect of limiting the ability opatential acquirer
to make a two-tiered bid for the target in whichsalareholders would not be treated equally. Thtitt does not
apply if, among other things, prior to the datendrich such shareholder becomes an interested sildezhthe
board of directors approves either the businessgmtion or the transaction which resulted in teespn
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becoming an interested shareholder. This encouragepotential acquirer of a Delaware corporatmnégotiate
the terms of any acquisition transaction with #rgét’'s board of directors.

Cayman Islands law has no comparable statute.rAsut, we cannot avail ourselves of the typesrofgetions
afforded by the Delaware business combination tgakldiowever, although Cayman Islands law doesemilate
transactions between a company and its signifishateholders, it does provide that such transectiwust be
entered intdona fidein the best interests of the company and not vhi¢hetffect of constituting a fraud on the
minority shareholders.

Dissolution; Winding Up

Under the Delaware General Corporation Law, urlesdoard of directors approves the proposal teotiie,
dissolution must be approved by shareholders hgltif0% of the total voting power of the corporati@mly if the
dissolution is initiated by the board of directaray it be approved by a simple majority of the cogpion’s
outstanding shares. Delaware law allows a Delawamngoration to include in its certificate of incoration a
supermajority voting requirement in connection wdtesolutions initiated by the board. Under the @anies Law
of the Cayman Islands and our amended and restdields of association, our company may be digshlv
liquidated or wound up by the vote of holders obithirds of our shares voting at a meeting or thenimous
written resolution of all shareholders.

Variation of Rights of Shares

Under the Delaware General Corporation Law, a aafmn may vary the rights of a class of shares wie
approval of a majority of the outstanding sharesuzh class, unless the certificate of incorporapimvides
otherwise. Under Cayman Islands law and our ameadddestated articles of association, if our skaystal is
divided into more than one class of shares, we vaay the rights attached to any class only withdbesent in
writing of the holders of 75% of the issued sharethat class or with the sanction of a speciabigon passed at a
general meeting of the holders of the shares afdlaas.

Amendment of Governing Documents

Under the Delaware General Corporation Law, a a@afmn’s governing documents may be amended wéh th
approval of a majority of the outstanding shardgled to vote, unless the certificate of incorgaa provides
otherwise. As permitted by Cayman Islands law,auended and restated memorandum and articlesafiassn
may only be amended by special resolution or tleimous written resolution of all shareholders.

Rights of Non-Resident or Foreign Shareholders

There are no limitations imposed by our amendedrasiéted memorandum and articles of associatidhen
rights of non-resident or foreign shareholdersdlu lor exercise voting rights on our shares. Initiatd there are no
provisions in our amended and restated memorandgnaricles of association governing the ownerghmipshold
above which shareholder ownership must be disclosed

Directors’ Power to Issue Shares

Subject to applicable law, our board of directasrelinpowered to issue or allot shares or grant np@md
warrants with or without preferred, deferred, diirdi or other special rights or restrictions. Howeguf any issue of
shares (including any issue of ordinary shareswgrsaares with preferred, deferred, qualified dveotspecial rights
or restrictions) is proposed and such shares peabtusbe issued are at least 20% by par valueegbdin value of all
then issued shares, then the prior approval byardiresolution of the holders of the ordinary sisawoting
together as one class, will be required. Theseigias could have the effect of discouraging tipiadties from
seeking to obtain control of our company in a terafger or similar transaction.

Ordinary Shares

In June 2006, as part of our corporate restruajyse issued a total of 100,350,000 ordinary shdresse
ordinary shares were issued to Yonghua Solar Pbwestment Holding Ltd., WHF Investment Co., Ltd.,
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YongGuan Solar Power Investment Holding Ltd., Y@angblar Power Investment Holding Ltd., Yonglianda®o
Power Investment Holding Ltd., Yonggiang Solar Poimgestment Holding Ltd., YongXing Solar Power
Investment Holding Ltd. and Forever-brightness kireents Limited.

In June and August 2006, we issued in a privatesphent an aggregate of 79,644,754 series A cobieerti
preference shares to Citigroup Venture Capitakiv@gonal Growth Partnership, L.P., Citigroup VaetCapital
International Co-Investment, L.P., Hony CapitadlLlP., LC Fund Ill L.P., Good Energies Investmedergey)
Limited and two individual investors at an averagechase price of approximately US$0.67 per sharadgregate
proceeds, before deduction of transaction expen$é&tS$53 million. All of these 79,644,754 seriesdnvertible
preference shares were converted to ordinary slodis company upon the completion of our inipablic
offering.

We completed our initial public offering of 60,0000 ordinary shares, in the form of ADSs, at USSQ%er
ADS on December 26, 2006, after our ordinary shanesAmerican Depositary Receipts were registenetuthe
Securities Act.

On January 29, 2008, we closed an offering of Ug®Limillion 3.50% convertible senior notes due 2618
qualified institutional buyers pursuant to Rule Ad4hder the Securities Act and received net pros@éd
US$167.9 million. Holders may convert the notes imtir ADSs. Concurrently with this note offeringe wlosed an
offering of 9,019,611 ADSSs, representing 45,098,06&5nary shares, to facilitate the note offeriiée did not
receive any proceeds, other than the par valueeoRDSs, from such offering of ADSs.

Registration Rights

Pursuant to the registration rights agreement daied 27, 2006, we granted to the holders of alinary
shares which were converted from our series A cdifde preference shares certain registration sigivhich
primarily include:

« Demand Registration: Upon request of any of the non-individual holdefreur ordinary shares which were
converted from our series A convertible preferesitares, we shall effect registration with respeché
registrable securities held by such holders orrma father than Form F-3 (or any comparable formafor
registration for an offering in a jurisdiction othtban the United States), provided we shall oyobligated
to effect three such registratiol

¢ Piggyback Registration: The holders of our ordinary shares which wereveded from our series A
convertible preference shares and their permitetsterees are entitled to “piggyback” registratigits,
whereby they may require us to register all or pat of the registrable securities that they holdha time
when we register any of our ordinary shares. ABwth holders have waived their piggyback registnat
rights in this offering

¢ Registrations olForm F-3. We have granted the holders of our ordinary shatd@ch were converted from
our series A convertible preference shares and pleemitted transferees of the registrable seesrifie right
to an unlimited number of registrations under F&#8 (or any comparable form for a registration in a
jurisdiction other than the United States) to thieet we are eligible to use such form to offens#ies.

Post-Initial Public Offering Lock-Up

Pursuant to the registration rights agreement, eatfe shareholders other than the holders oéséki
convertible preference shares has agreed, foriadpet 12 months after completion of our initialljhie offering, no
to sell, exchange, assign, pledge, charge, graetuarity interest, make a hypothecation, gift treotencumbrance,
or enter into any contract or any voting trust tiveo agreement or arrangement with respect tarémsfier of voting
rights or any other legal or beneficial interesairy ordinary shares, create any other claim orenaaly other
transfer or disposition, whether voluntary or inudtary, affecting the right, title, interest or pession in, to or of
such ordinary shares, unless otherwise approveleogon-individual holders of series A convertipteference
shares in writing. This lock-up period expired oed@mber 20, 2007. In addition, pursuant to the-lgelagreement
dated June 20, 2006, Mr. Yonghua Lu, our chairnmehchief executive officer, and Mr. Hanfei Wangr chief
operating officer, have agreed with us not to $edhsfer or dispose of any ADSs,
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ordinary shares or similar securities for a lockpepiod of three years after completion of this ioitial public
offering. Any amendment to the lock-up agreemeqtires unanimous written consent of all the indinat$ who
were parties to the lock-up agreement. In 2007|dble-up periods of Mr. Yonghua Lu and Mr. Hanfea§ were
reduced to one year and two years, respectivelierne first amendment to the lock-up agreemesita Aesult,
Mr. Lu is no longer subject to any lock-up restdos pursuant to the agreement dated June 20, PlaGever,
pursuant to the second shareholders agreemengeéritéo in connection with the share purchase bgd¥nergies
on December 4, 2007, Yonghua Solar Power InvestiHeliling Ltd. may not, subject to certain limitexteptions,
transfer any of our shares beneficially owned uiing the onerear period immediately following the date of s
agreement, or transfer more than 50% of the numibeur shares it held on December 27, 2007 dutiegsecond
one-year period following the date of such agrednm@n December 4, 2007, all the individuals whoevearties to
the lock-up agreement further agreed that the lgzlkgreement should not apply to any share transiele by a
shareholder to Good Energies Investments (Jersavijdd or its affiliates.
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DESCRIPTION OF AMERICAN DEPOSITARY SHARES

American Depositary Shares

The Bank of New York, as depositary, will regisééd deliver ADSs. Each ADS represents five ordirsdugre:
(or aright to receive five ordinary shares) defmubkivith the Hong Kong office of the Hongkong arth8ghai
Banking Corp., as custodian for the depositary hE28DS also represents any other securities, casther property
which may be held by the depositary. The deposgargrporate trust office at which the ADSs are adstered is
located at 101 Barclay Street, New York, New YoBR86. The Bank of New York’s principal executivéicd is
located at One Wall Street, New York, New York 1628

You may hold ADSs either (A) directly (i) by haviag American depositary receipt, which is a cexife
evidencing a specific number of ADSs, registeregaar name, or (ii) by holding ADSs in the Directdistration
System, or (B) indirectly through your broker ohet financial institution. If you hold ADSs diregtlyou are an
ADS holder. This description assumes you hold y&D8s directly. If you hold the ADSs indirectly, yooust rely
on the procedures of your broker or other finanicisitution to assert the rights of ADR holdersci#bed in this
section. You should consult with your broker orfigial institution to find out what those proceduage.

The Direct Registration System is a system adnarest by DTC pursuant to which the depositary mayster
the ownership of uncertificated American depositrgres, which ownership shall be evidenced bygri
statements issued by the depositary to the ADSehslentitled thereto.

As an ADS holder, we will not treat you as one of shareholders and you will not have shareholidéts.
Cayman Islands law governs shareholder rights.dEpesitary will be the holder of the shares undleglyour
ADSs. As a holder of ADSs, you will have ADS holdigihts. A deposit agreement among us, the depypsitad
you, as an ADS holder, and the beneficial ownes$s set out ADS holder rights as well as thetsagnd
obligations of the depositary. New York law govetins deposit agreement and the ADSs.

The following is a summary of the material provissoof the deposit agreement. For more completenrdton
you should read the entire deposit agreement antbtm of American depositary receipt. Directiomshmw to
obtain copies of those documents are provided utvlaere You Can Find Additional Information.”

Dividends and Other Distributions
How Will You Receive Dividends and Other Distribatis on the Shares?

The depositary has agreed to pay to you the cagthedids or other distributions it or the custodiaceives on
shares or other deposited securities, after detyds fees and expenses. You will receive thestiblitions in
proportion to the number of shares your ADSs repres

e Cash. The depositary will convert any cash dividendtirer cash distribution we pay on the shares into
U.S. dollars, if it can do so on a reasonable basiscan transfer the U.S. dollars to the UnitedeSt If that
is not possible or if any government approval isdezl and cannot be obtained, the deposit agreaews
the depositary to distribute the foreign currenniydo those ADR holders to whom it is possibleltoso. It
will hold the foreign currency it cannot convert fbe account of the ADS holders who have not lsd. It
will not invest the foreign currency and it will e liable for any interes

Before making a distribution, any withholding taxesother governmental charges that must be pdlidev
deducted. See “Taxation.” The depositary will dimtte only whole U.S. dollars and cents and willnd
fractional cents to the nearest whole céfréxchange rates fluctuate during a time whendbpositary
cannot convert the foreign currency, you may lasaesor all of the value of the distribution.

e Shares. The depositary may distribute additional ADSsespnting any shares we distribute as a dividend
or free distribution. The depositary will only distute whole ADSs. It will sell shares which woukshuire it
to deliver a fractional ADS and distribute the peiceeds in the same way as it does with cashelf t
depositary does not distribute additional ADSs,dhtstanding ADSs will also represent the new sh:
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¢ Rights to Purchase Additional Share If we offer holders of our securities any rigtdssubscribe for
additional shares or any other rights, the depgsiteay make these rights available to you. If tepakitary
decides it is not legal and practical to make tgkts available but that it is practical to sek ttights, the
depositary will use reasonable efforts to sellrights and distribute the proceeds in the sameasaydoes
with cash. The depositary will allow rights thag¢ aot distributed or sold to lapde.that case, you will
receive no value for ther

If the depositary makes rights available to yowilt exercise the rights and purchase the shamegoar
behalf. The depositary will then deposit the shares deliver ADSs to you. It will only exerciselntg if you
pay it the exercise price and any other chargesighés require you to pay.

U.S. securities laws may restrict transfers anaelation of the ADSs represented by shares puethapon
exercise of rights. For example, you may not be &btrade these ADSs freely in the United Stdtethis
case, the depositary may deliver restricted demgsgthares that have the same terms as the ADRS kb
in this section except for changes needed to uh#itessary restrictions in place.

e Other Distributions. The depositary will send to you anything elsedigtribute on deposited securities by
any means it thinks is legal, fair and practicit tannot make the distribution in that way, thepositary he
a choice. It may decide to sell what we distribuaed distribute the net proceeds, in the same watydmes
with cash. Or, it may decide to hold what we dizited, in which case ADSs will also represent tieln
distributed property. However, the depositary ismequired to distribute any securities (other tA@ts) to
you unless it receives satisfactory evidence frarthat it is legal to make that distributic

The depositary is not responsible if it decides thia unlawful or impractical to make a distribart available ti
any ADS holders. We have no obligation to regigt®Ss, shares, rights or other securities undeG#dwurities Act.
We also have no obligation to take any other adtigmermit the distribution of ADSs, shares, rightanything els
to ADS holdersThis means thatou may not receive the distributions we make on oareshor any value for them
if it is illegal or impractical for us to make theavailable to you.

Deposit, Withdrawal and Cancellation
How Are ADSs Issued?

The depositary will deliver ADSs if you or your txer deposits shares or evidence of rights to recgiares
with the custodian. Upon payment of its fees arqitases and of any taxes or charges, such as staegpdr stock
transfer taxes or fees, the depositary will regigte appropriate number of ADSs in the names pouest and will
deliver the ADSs to or upon the order of the peropersons entitled thereto.

How Do ADS Holders Cancel an American Depositaryesa?

You may turn in your ADSs at the depositary’s cagbe trust office. Upon payment of its fees andemges
and of any taxes or charges, such as stamp taxssabrtransfer taxes or fees, the depositarydeiliver the shares
and any other deposited securities underlying tb&#\to you or a person you designate at the officbe
custodian. Or, at your request, risk and expehgedépositary will deliver the deposited securitieigs corporate
trust office, if feasible.

How Do ADS Holders Interchange Between Certificat&dSs and Uncertificated ADSs?

You may surrender your ADR to the depositary far plurpose of exchanging your ADR for uncertificated
ADSs. The depositary will cancel that ADR and wiind you a statement confirming that you are theecowf
uncertificated ADSs. Alternatively, upon receiptthg depositary of a proper instruction from a koldf
uncertificated ADSs requesting the exchange of tificated ADSs for certificated ADSs, the depositwill
execute and deliver to you an ADR evidencing theB&s.
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Voting Rights
How Do You Vote?

You may instruct the depositary to vote the depdsstecurities, but only if we ask the depositargsh for you
instructions Otherwise, you won't be able to exercise your rightote unless you withdraw the shares. However,
you may not know about the meeting enough in agvemwithdraw the share

If we ask for your instructions, the depositarylwibtify you of the upcoming vote and arrange tovee our
voting materials to you. The materials will (1) delse the matters to be voted on and (2) explaim hyou may
instruct the depositary to vote the shares or albeosited securities underlying your ADSs as yioectl For
instructions to be valid, the depositary must ree¢hem on or before the date specified. The depgawill try, as
far as practical, subject to the laws of the Caymhséands and of the Memorandum and Articles of Agg@n, to
vote or to have its agents vote the shares or oygosited securities as you instruct. The depgsitdl only vote ol
attempt to vote as you instruct.

We cannot assure you that you will receive thengpthaterials in time to ensure that you can instifue
depositary to vote your shares. In addition, theod@ary and its agents are not responsible ftinépio carry out
voting instructions or for the manner of carrying @oting instructionsThis means that you may not be able to
exercise your right to vote and there may be ngtlyiou can do if your shares are not voted as yoguested.

In order to give you a reasonable opportunity &irinct the depositary as to the exercise of vdtiglgts relating
to deposited securities, if we request the depwysitaact, we will try to give the depositary natiof any such
meeting and details concerning the matters to Iedvapon sufficiently in advance of the meetingedat

Fees and Expenses

Persons Depositing or Withdrawing Shares Must Pa' For:

» US$5.00 (or less) per 100 ADSs (or portion @ ADSs) « Issuance of ADSs, including issuances resulting
from a distribution of shares or rights or other

property

e Cancellation of ADSs for the purpose of
withdrawal, including if the deposit agreement

terminates
» US$0.02 (or less) per AD e Any cash distribution to yo
» A fee equivalent to the fee that would be pégdb  Distribution of securities distributed to hotdef
securities distributed to you had been sharestadhares deposited securities which are distributed by the
had been deposited for issuance of Al depositary to ADS holdel
* US$0.02 (or less) per ADS per calendar y e Depositary service
» Registration or transfer fees e Transfer and registration of shares on our

shareregister to or from the name of the depositary
or its agent when you deposit or withdraw shi

» Expenses of the depositary » Cable, telex and facsimile transmissions (when
expressly provided in the deposit agreement)

e Converting foreign currency to U.S. doll:
e Taxes and other governmental charges the deppsir e As necessary
the custodian have to pay on any ADS or share Wyidgrar
ADS, for example, stock transfer taxes, stamp duty
withholding taxes
» Any charges incurred by the depositary or dgisrdas for * As necessary
servicing the deposited securit
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The Bank of New York, as depositary, has agreaditoburse us for expenses we incur that are retated
establishment and maintenance of the ADR prograaiyding investor relations expenses and Nasdalicafipn
and listing fees. There are limits on the amourgxgfenses for which the depositary will reimbursehut the
amount of reimbursement available to us is notedlo the amount of fees the depositary collgcis finvestors.

The depositary collects its fees for issuance amgellation of ADSs directly from investors depiogjtshares
or surrendering ADSs for the purpose of withdraardirom intermediaries acting for them. The depogitcollects
fees for making distributions to investors by dethg-those fees from the amounts distributed osddling a portiol
of distributable property to pay the fees. The d#poy may collect its annual fee for depositamviees by
deduction from cash distributions or by directlilib§ investors or by charging the book-entry syst@ccounts of
participants acting for them. The depositary mayegally refuse to provide fee-attracting servicesl its fees for
those services are paid.

Payment of Taxes

You will be responsible for any taxes or other goneental charges payable on your ADSs or on thesitul
securities represented by any of your ADSs. Thesiggry may refuse to register any transfer of yaDSs or
allow you to withdraw the deposited securities espnted by your ADSs until such taxes or othergdsare paid.
It may apply payments owed to you or sell depossetiirities represented by your American deposgthayes to
pay any taxes owed and you will remain liable foy deficiency. If the depositary sells depositecusiies, it will,
if appropriate, reduce the number of ADSs to reflee sale and pay to you any proceeds, or sepdu@ny
property, remaining after it has paid the taxes.

Reclassifications, Recapitalizations and Mergers

If we: Then:

¢ Change the nominal or par value of our shares e The cash, shares or other securities receiyalde
depositary will become deposited securities. Eabi®
* Reclassify, split up or consolidate any of the d#fjgdl  will automatically represent its equal share ofrtlegv

securities deposited securities

 Distribute securities on the shares that ate no e The depositary may, and will if we ask it to,

distributed to you distribute some or all of the cash, shares or other
securities it received. It may also deliver new AD$

« Recapitalize, reorganize, merge, liquidatd,alkbr ask you to surrender your outstanding ADSs in

substantially all of our assets, or take any sinaltzion exchange for new ADSs identifying the new deposited
securities.

Amendment and Termination
How May the Deposit Agreement Be Amended?

We may agree with the depositary to amend the depgeement and the ADSs without your consenafor
reason. If an amendment adds or increases fedmoyeas, except for taxes and other governmentagjebar
expenses of the depositary for registration fesssimile costs, delivery charges or similar iteargyrejudices a
substantial right of ADS holders, it will not beceraffective for outstanding ADSs until 30 days laftee depositary
notifies ADS holders of the amendme#t.the time an amendment becomes effective, yotoasdered, by
continuing to hold your ADS, to agree to the amesinand to be bound by the ADRs and the deposéeagent as
amended.

How May the Deposit Agreement Be Terminated?

The depositary will terminate the deposit agreenag¢iour direction by mailing a notice of terminatit the
ADS holders then outstanding at least 60 days poitine date fixed in such notice for such termoratThe
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depositary may also terminate the deposit agreelmemntailing a notice of termination to us and thie\holders
then outstanding if at any time 30 days shall haygred after the depositary shall have delivecedur company a
written notice of its election to resign and a ®830r depositary shall not have been appointececebted its
appointment.

After termination, the depositary and its agent$ da the following under the deposit agreementrmthing
else: collect distributions on the deposited séiesti sell rights and other property, and delilerss and other
deposited securities upon cancellation of ADSsrReonths after termination, the depositary may eyl
remaining deposited securities by public or privake. After that, the depositary will hold the ragrit received on
the sale, as well as any other cash it is holdimpu the deposit agreement for tire rata benefit of the ADS
holders that have not surrendered their ADSs. lItnet invest the money and has no liability foterest. The
depositary’s only obligations will be to account tbe money and other cash. After termination auy obligations
will be to indemnify the depositary and to pay feesl expenses of the depositary that we agreeayto p

Limitations on Obligations and Liability

Limits on Our Obligations and the Obligations of ¢hDepositary; Limits on Liability to Holders of ADS

The deposit agreement expressly limits our oblayegiand the obligations of the depositary. It &tsits our
liability and the liability of the depositary. Wead the depositary:

< are only obligated to take the actions spealfy set forth in the deposit agreement withogligence or bad
faith;

 are not liable if either of us is preventeddetayed by law or circumstances beyond our coffrtooh
performing our obligations under the deposit agreean

 are not liable if either of us exercises discrepenmitted under the deposit agreem

» have no obligation to become involved in adaivor other proceeding related to the ADSs ordiygosit
agreement on your behalf or on behalf of any opiagty;

« may rely upon any documents we believe in gadti to be genuine and to have been signed @epted by
the proper party

In the deposit agreement, we and the depositageagrindemnify each other under certain circunt&an

Requirements for Depositary Actions

Before the depositary will deliver or register artsfer of an ADS, make a distribution on an ADSpenmit
withdrawal of shares, the depositary may require:

* payment of stock transfer or other taxes bepgovernmental charges and transfer or regisirédgies
charged by third parties for the transfer of angreb or other deposited securiti

« satisfactory proof of the identity and genuiess of any signature or other information it deems
necessary; an

e compliance with regulations it may establisbm time to time, consistent with the deposit agnent,
including presentation of transfer docume

The depositary may refuse to deliver ADSs or regisansfers of ADSs generally when the transfekismf
the depositary or our transfer books are closeat any time if the depositary or we think it adbikato do so.
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Your Right to Receive the Shares Underlying Your AIRs
You have the right to cancel your ADSs and withdtherunderlying shares at any time except:

« When temporary delays arise because: (i) @positary has closed its transfer books or we lebbge=d our
transfer books; (ii) the transfer of shares is kémtto permit voting at a shareholders’ meetingjiprwe are
paying a dividend on our shart

¢ When you or other ADS holders seeking to wiltidshares owe money to pay fees, taxes and similar
charges

e When it is necessary to prohibit withdrawal®rder to comply with any laws or governmentaluagons
that apply to ADSs or to the withdrawal of sharesther deposited securitie

This right of withdrawal may not be limited by aather provision of the deposit agreement.

Pre-Release of ADSs

The deposit agreement permits the depositary iwateADSs before deposit of the underlying shaféss is
called a pre-release of the American depositaryeshd he depositary may also deliver shares upocetlation of
pre-released ADSs (even if the ADSs are cancekéaore the pre-release transaction has been claggdAopre-
release is closed out as soon as the underlyimrgshage delivered to the depositary. The depositery receive
ADSs instead of shares to close out a pre-rel@dsedepositary may pre-release ADSs only undefalie@ving
conditions: (1) before or at the time of the priease, the person to whom the peéease is being made represen
the depositary in writing that it or its customevres the shares or ADSs to be deposited; (2) thegbease is fully
collateralized with cash or other collateral the tlepositary considers appropriate; and (3) thesiary must be
able to close out the pre-release on not moreftliadusiness days’ notice. In addition, the defawgiwill limit the
number of ADSs that may be outstanding at any &sa result of preslease, although the depositary may disre
the limit from time to time, if it thinks it is apppriate to do so.

Direct Registration System

In the deposit agreement, all parties to the dépaseement have acknowledged that the Direct Ragn
System and Profile Modification System will appbyuncertificated ADSs upon acceptance thereof t& DRthe
DTC. The Direct Registration System is the systemiaistered by DTC pursuant to which the depositaay
register the ownership of uncertificated Americapasitary shares, which ownership shall be eviditbgeperiodic
statements issued by the depositary to the ADSeheleintitled thereto. The Profile Modification Symstis a
required feature of the Direct Registration Systelnich allows a DTC participant, claiming to actloehalf of an
ADS holder, to direct the depositary to registémamsfer of those ADSs to DTC or its nominee andetiver those
ADSs to the DTC account of that DTC participantheitt receipt by the depositary of prior authorizatirom the
ADS holder to register such transfer.

In connection with and in accordance with the agesments and procedures relating to the Direct Reagjisn
System/Profile Modification System, the partieshte deposit agreement understand that the deposittnot
verify, determine or otherwise ascertain that tHeCOparticipant which is claiming to be acting orhb of an ADS
holder in requesting registration of transfer aetivéry described in the paragraph above has thmbauthority to
act on behalf of the ADS holder (notwithstanding asquirements under the Uniform Commercial Codim asfect
in the State of New York). In the deposit agreemtra parties agree that the depositary’s reliamcand
compliance with instructions received by the defaogithrough the Direct Registration System Prdflledification
System and in accordance with the deposit agreersiegit not constitute negligence or bad faithtenpart of the
depositary.
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DESCRIPTION OF PREFERRED SHARES

Under the terms of our amended and restated atlassociation, our board of directors has aitthavithout
any further vote or action by our shareholdersssae Preferred Shares (as such term is definAditle 4 of our
amended and restated articles of associationkimthount up to 20% by par value of all then isslettes. Our
board of directors is authorized to provide for igmiance of preferred shares in one or more seribglesignation
as may be stated in the resolution or resolutioogiging for the issue of such preferred shareghAttime that any
series of our preferred shares are authorizedpoard of directors will fix the dividend rights, yanonversion right:
any voting rights, redemption provisions, liquidatipreferences and any other rights, preferencedigges and
restrictions of that series, as well as the nunalbehares constituting that series and their degign. Our board of
directors could, without shareholder approval, eaussto issue preferred shares which have votomyearsion and
other rights that could adversely affect the hadd#rour ordinary shares or make it more diffi¢aleffect a change
in control; provided that, where any issue of shaseroposed and such shares proposed to be iasziedual to or
exceed 20% by par value of all then issued sh#regrior approvals by ordinary resolution of tlwdders of the
ordinary shares, voting together as one class| Istakquired. Our preferred shares could be usédute the share
ownership of persons seeking to obtain controlso&nd thereby hinder a possible takeover attemothwHi our
shareholders were offered a premium over the maedee of their shares, might be viewed as beimgfeial to
our shareholders. The material terms of any sefipseferred shares that we offer through a prasigesupplement
will be described in that prospectus supplement.
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DESCRIPTION OF DEBT SECURITIES

This prospectus describes certain general termpwvisions of our debt securities. When we oftesell a
particular series of debt securities, we will désethe specific terms of the series in a supplénwethis prospectu
We will also indicate in the supplement whetherdkaeral terms and provisions described in thisgeotus apply
to a particular series of debt securities.

Unless otherwise specified in a supplement toghispectus, the debt securities will be our diressecured
obligations and will rank equally with all of outher unsecured and unsubordinated indebtedness.

The debt securities will be issued under an indentVe have summarized select portions of the ituglen
below. Capitalized terms used in the summary andlefined herein have the meanings specified inrttienture.
General

The terms of each series of debt securities wik$tablished by or pursuant to a resolution oftmard of
directors and set forth or determined in the mapnevided in a resolution of our board of directénsan officers’
certificate or by a supplemental indenture. Theigalar terms of each series of debt securitiesheldescribed in a
prospectus supplement relating to such seriesu@itay any pricing supplement or term sheet).

We can issue an unlimited amount of debt securnitieter the indenture that may be in one or moreseiith
the same or various maturities, at par, at a premar at a discount. We will set forth in a progpscsupplement
(including any pricing supplement or term sheegtieg to any series of debt securities being effethe aggregate
principal amount and the following terms of the dedcurities, if applicable:

« the title of the debt securitie

« the price or prices (expressed as a percewfatpe principal amount) at which we will sell tbebt
securities

« any limit on the aggregate principal amount ofdleét securities
« the date or dates on which we will pay the princgrathe debt securitie

« the rate or rates (which may be fixed or Vagaper annum or the method used to determineatieeor rates
(including any commodity, commodity index, stockckange index or financial index) at which the debt
securities will bear interest, the date or datemfwhich interest will accrue, the date or datesvbich
interest will commence and be payable and any aegatord date for the interest payable on anyeste
payment date

« the place or places where principal of, premium iatetest on the debt securities will be paya
« the terms and conditions upon which we may redéendébt securitie

¢ any obligation we have to redeem or purchhsealebt securities pursuant to any sinking funanaogous
provisions or at the option of a holder of debtsges;

« the dates on which and the price or pricastath we will repurchase debt securities at theocopof the
holders of debt securities and other detailed ternusprovisions of these repurchase obligati

« the denominations in which the debt securitidsbe issued, if other than denominations of0RD, and any
integral multiple thereof

« whether the debt securities will be issued in tivenfof certificated debt securities or global dedaturities

« the portion of principal amount of the dehtig@ties payable upon declaration of acceleratith® maturity
date, if other than the principal amou

« the currency of denomination of the debt securi

« the designation of the currency, currenciesusrency units in which payment of principal ofemium and
interest on the debt securities will be me
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« if payments of principal of, premium or intst®n the debt securities will be made in one orentoirrencies
or currency units other than that or those in whighdebt securities are denominated, the mannehiich
the exchange rate with respect to these paymefitsenietermined

¢ the manner in which the amounts of payment of [padcof, premium or interest on the debt securitidsbe
determined, if these amounts may be determine@feyance to an index based on a currency or cuegnc
other than that in which the debt securities areodenated or designated to be payable or by reterema
commodity, commodity index, stock exchange indefir@ncial index;

e any provisions relating to any security providedtfee debt securitie:

¢ any addition to or change in the Events ofddéfdescribed in this prospectus or in the indentuith respect
to the debt securities and any change in the a@atile provisions described in this prospectusidhe
indenture with respect to the debt securi

¢ any addition to or change in the covenantstilesd in this prospectus or in the indenture witbpect to the
debt securities

< any other terms of the debt securities, wiiety supplement, modify or delete any provisionhef indenture
as it applies to that series; &

¢ any depositaries, interest rate calculatioenég) exchange rate calculation agents or othettsigeéth respect
to the debt securitie

In addition, the indenture does not limit our dlitio issue convertible or subordinated debt s&esriAny
conversion or subordination provisions of a patticseries of debt securities will be set forthihia resolution of ot
board of directors, the officers’ certificate oetsupplemental indenture related to that serieebf securities and
will be described in the relevant prospectus suppl.

We may issue debt securities that provide for aowuamless than their stated principal amount tdibeand
payable upon declaration of acceleration of theiturity pursuant to the terms of the indenture.Wileprovide you
with information on the federal income tax consatiems and other special considerations applicabday of these
debt securities in the applicable prospectus supgié.

Covenants

We will set forth in the applicable prospectus dapgent any restrictive covenants applicable toiasye of
debt securities.

Consolidation, Merger and Sale of Assets

We may not consolidate with or merge with or irdpbconvey, transfer or lease all or substantidllpfaour
properties and assets to, any person (a “succpesson”) unless:

» we are the surviving corporation or the succeseosgn (if other than Solarfun Power Holdings Cad, Lis ¢
corporation organized and validly existing undex ldws of any U.S. domestic jurisdiction and exglyes
assumes our obligations on the debt securitiesiaddr the indenture

* immediately after giving effect to the transaec, no Event of Default, and no event which, iaftetice or
lapse of time, or both, would become an Event dabDi, shall have occurred and be continuing urtider
indenture; an

e certain other conditions are m

Notwithstanding the above, any subsidiary of Salafower Holdings Co., Ltd., may consolidate witlgrge
into or transfer all or part of its properties tol&fun Power Holdings Co., Ltd.
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Events of Default
“Event of Default” means with respect to any sedédebt securities, any of the following:

« default in the payment of any interest upoy debt security of that series when it becomesaheepayable,
and continuance of that default for a period ofla@s (unless the entire amount of the paymentpssied
by us with the trustee or with a paying agent piaothe expiration of th30-day period);

« default in the payment of principal of or premiumany debt security of that series when due andlgey

 default in the performance or breach of ameptovenant or warranty by us in the indenturegpthan a
covenant or warranty that has been included inritienture solely for the benefit of a series oftdedzurities
other than that series), which default continuesuued for a period of 60 days after we receivetemiinotice
from the trustee or we and the trustee receivaemitotice from the holders of not less than 25%rincipal
amount of the outstanding debt securities of thees as provided in the indentu

« certain events of bankruptcy, insolvency or reoizgion; anc

» any other Event of Default provided with resip® debt securities of that series that is dbesckin the
applicable prospectus supplement accompanyingtbispectus

The indenture requires us, within 120 days afterethd of our fiscal year, to furnish to the trusiestatement ¢
to compliance with the indenture. The indenturevjates that the trustee may withhold notice to tbklérs of debt
securities of any series of any default or EverDefault (except in payment on any debt securiifabat series)
with respect to debt securities of that seriesiif good faith determines that withholding notisen the interest of
the holders of those debt securities.

Modification and Waiver

We may modify and amend the indenture with the entef the holders of at least a majority in pradi
amount of the outstanding debt securities of eades affected by the modifications or amendments.

Defeasance of Debt Securities and Certain CovenaritsCertain Circumstances

Legal Defeasance.The indenture provides that, unless otherwisgigeal by the terms of the applicable series
of debt securities, we may be discharged from awyadl obligations in respect of the debt secwsitiéany series
(except for certain obligations to register thesfar or exchange of debt securities of such seoagplace stolen,
lost or mutilated debt securities of such seriad, ta maintain paying agencies and certain pronsielating to the
treatment of funds held by paying agents). We éllso discharged upon the deposit with the trustesoney
and/or U.S. government obligations or, in the a#s#ebt securities denominated in a single curratbgr than
U.S. dollars, foreign government obligations, thiatpugh the payment of interest and principaldocdance with
their terms, will provide money in an amount suéfit to pay and discharge each installment of alcpremium
and interest on and any mandatory sinking fund atmin respect of the debt securities of thaeseasn the stated
maturity of those payments in accordance with énes of the indenture and those debt securities.

This discharge may occur only if, among other teinge have delivered to the trustee an opinioroahsel
stating that we have received from, or there has Ipeiblished by, the U.S. Internal Revenue Serviading or,
since the date of execution of the indenture, thasebeen a change in the applicable U.S. federafrie tax law, in
either case to the effect that, and based themgzin@pinion shall confirm that, the holders of tiebt securities of
that series will not recognize income, gain or lfssJ.S. federal income tax purposes as a restitteodeposit,
defeasance and discharge and will be subject tofeld8ral income tax on the same amounts and isghe mann
and at the same times as would have been thefahgedeposit, defeasance and discharge had notredc

Defeasance of Certain Covenant3he indenture provides that, unless otherwisgigea by the terms of the
applicable series of debt securities, upon compéanith certain conditions:

* we may omit to comply with certain covenardgsferth in the indenture, as well as any additimmaenants
which may be set forth in the applicable prospestysplement; an
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e any omission to comply with those covenantswat constitute a default or an Event of Defawilth respect
to the debt securities of that seri“covenant defeasar”).

The conditions include:

< depositing with the trustee money and/or |g&ernment obligations or, in the case of debtisges
denominated in a single currency other than U.8aido foreign government obligations, that, throulge
payment of interest and principal in accordancé wieir terms, will provide money in an amount &uént
to pay and discharge each installment of prinagdabremium and interest on and any mandatory smki
fund payments in respect of the debt securitighaifseries on the stated maturity of those paysniant
accordance with the terms of the indenture andetldebt securities; ar

« delivering to the trustee an opinion of counsehe effect that the holders of the debt seimsriof that series
will not recognize income, gain or loss for U.Sddeal income tax purposes as a result of the deaodi
related covenant defeasance and will be subjddt$ofederal income tax on the same amounts atiein
same manner and at the same times as would handgheeease if the deposit and related covenant
defeasance had not occurr

Governing Law

The indenture and the debt securities will be gosédiby, and construed in accordance with, thenatdaws of
the State of New York.
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DESCRIPTION OF WARRANTS

We may issue (either separately or together witlero$ecurities) warrants to purchase ordinary share
represented by ADSs. The warrants will be issuatbuwarrant agreements (each a ‘Warrant Agreemenbg
entered into between us and a bank or trust comamyarrant agent (the ‘Warrant Agent’). The fahWarrant
Agreement has been filed as an exhibit to the negisn statement. The following summary of cerfaiavisions of
the Warrant Agreement does not purport to be cotmpled is subject to, and qualified in its entifeyyreference to
the Warrant Agreement, including the definitionsceftain terms.

GENERAL
Reference is made to the prospectus supplemetiidderms of the warrants, including:
(1) The title and aggregate number of such warrants

(2) The number of ordinary shares that may be @sett upon exercise of such ordinary shares; the, i the
manner of determining the price, at which suchehanay be purchased upon such exercise; if othardash, the
property and manner in which the exercise price bmpaid; and any minimum number of such warrdrdsdre
exercisable at any one time.

(3) The time or times at which, or period or pesi@a which, such warrants may be exercised anéxpaation
date of such warrants.

(4) The terms of any our right to redeem such wdsra

(5) The terms of any our right to accelerate thereige of such warrants upon the occurrence odicegvents.
(6) Whether such warrants will be sold with anyestiecurities.

(7) The date, if any, on and after which such was@and such securities will be separately traabfer

(8) Any other terms of such warrants.

Certificates representing warrants (the ‘Warranti@ieates’) will be exchangeable for new Warrant Certific:
of different denominations. No service charge Wélmade for any permitted transfer or exchange afrivit
Certificates, but we may require payment of anydiagther governmental charge payable in connedtierewith.
Warrants may be exercised at the corporate tréiseadf the Warrant Agent or any other office iratied in the
prospectus supplement.
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ENFORCEABILITY OF CIVIL LIABILITIES

We are incorporated in the Cayman Islands to takarmtage of certain benefits associated with bai@gyma
Islands exempted company, such as:

« political and economic stability

« an effective judicial systen

« afavorable tax syster

« the absence of exchange control or currency résts; anc
« the availability of professional and support seegi

However, certain disadvantages accompany incoriparat the Cayman Islands. These disadvantagesdacl

¢ the Cayman Islands has a less developed bioshcarities laws as compared to the United Statels
provides significantly less protection to invest@sd

« Cayman Islands companies may not have standingetbefore the federal courts of the United St

Our constituent documents do not contain provisteqsiiring that disputes, including those arisimgler the
securities laws of the United States, between wsofficers, directors and shareholders, be atieitta

Substantially all of our current operations aredwaried in China, and substantially all of our esseé located
in China. A majority of our directors and officexge nationals or residents of jurisdictions othantthe
United States, and a substantial portion of th&sets are located outside the United States. Asudtyit may be
difficult for a shareholder to effect service obpess within the United States upon such persaris,enforce
against us or them judgments obtained in UniteteSteourts, including judgments predicated uporcitiéliability
provisions of the securities laws of the Unitedt&tar any state in the United States.

We have appointed CT Corporation System, 111 Eiglvdnue, New York, NY 10011, as our agent to regeiv
service of process with respect to any action bnbagainst us in the United States District Coarttfie Southern
District of New York under the federal securitiasvk of the United States or of any state in theddnStates or any
action brought against us in the Supreme Couti®State of New York in the County of New York untlee
securities laws of the State of New York.

Maples and Calder, our counsel as to Cayman Islamgdsand Grandall Legal Group (Shanghai), our selins
to PRC law, have advised us, respectively, thaketieeuncertainty as to whether the courts of thgn@an Islands
and the PRC, respectively, would:

e recognize or enforce judgments of United Stateurts obtained against us or our directors ficeys
predicated upon the civil liability provisions dfet securities laws of the United States or ang stathe
United States; c

< entertain original actions brought in eactpessive jurisdiction against us or our director®fficers
predicated upon the securities laws of the UnitadeS or any state in the United Sta

Maples and Calder has further advised us thatad éind conclusive judgment in the federal or statets of
the United States under which a sum of money islplay other than a sum payable in respect of tdixes,
penalties or similar charges, may be subject toreefment proceedings as a debt in the courts d#yenan Islanc
under the common law doctrine of obligation.

Grandall Legal Group (Shanghai), has advised ubduthat the recognition and enforcement of fareig
judgments are provided for under the PRC Civil Bdchres Law. PRC courts may recognize and enforeggft
judgments in accordance with the requirements@PRC Civil Procedures Law based either on treatéseen th
PRC and the country where the judgment is made eeciprocity between jurisdictions.
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TAXATION

Cayman Islands Taxation

The applicable prospectus supplement will desdtibenaterial Cayman Islands tax consequences of the
acquisition, ownership and disposition of any siias offered thereunder.

PRC Taxation

The applicable prospectus supplement will desdtibematerial PRC tax consequences of the acquisitio
ownership and disposition of any securities offdteeteunder by non-PRC investors.

U.S. Federal Income Taxation

The applicable prospectus supplement will desdtibematerial U.S. federal income tax consequentdso
acquisition, ownership and disposition of any sii@s offered thereunder by an initial investor wa@ United
States person (within the meaning of the U.S. ha@keRevenue Code of 1986, as amended).
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PLAN OF DISTRIBUTION

We may sell or distribute the securities includethis prospectus through underwriters, throughtsgeo
dealers, in private transactions, at market prizesailing at the time of sale, at prices relatethe prevailing
market prices, or at negotiated prices.

In addition, we may sell some or all of the sedesitncluded in this prospectus through:

* a block trade in which a broker-dealer mayles portion of the block, as principal, in orderfacilitate the
transaction

* purchases by a brol-dealer, as principal, and resale by the br-dealer for its account; «

« ordinary brokerage transactions and transactiomghioh a broker solicits purchase

In addition, we may enter into option or other tyé transactions that require us to deliver séegrto a
broker-dealer, who will then resell or transfer sleeurities under this prospectus.

We may enter into hedging transactions with resfgeoturr securities. For example, we may:

 enter into transactions involving short sales afaulinary shares by brol-dealers
« sell shares of ordinary shares short themselveslalinver the shares to close out short positi

 enter into option or other types of transaddithat require us to deliver shares of ordinagyeshto a broker-
dealer, who will then resell or transfer the shaneder this prospectus;

 loan or pledge shares of ordinary sharestimker-dealer, who may sell the loaned sharesidhe event of
default, sell the pledged shar

We may enter into derivative transactions withdhparties, or sell securities not covered by thisspectus to
third parties in privately negotiated transactidhthe applicable prospectus supplement indicatespnnection
with those derivatives, the third parties may setiurities covered by this prospectus and the egipé prospectus
supplement, including in short sale transactioinso| the third party may use securities pledged$wgr borrowed
from us or others to settle those sales or to aos@ny related open borrowings of stock, and os®y/securities
received from us in settlement of those derivatieesose out any related open borrowings of stdtle third party
in such sale transactions will be an underwritet, #mnot identified in this prospectus, will beeittified in the
applicable prospectus supplement (or a post-effeetimendment). In addition, we may otherwise loapledge
securities to a financial institution or other thparty that in turn may sell the securities shisihg this prospectus.
Such financial institution or other third party m@agnsfer its economic short position to invesioreur securities or
in connection with a concurrent offering of othecurities.

Any broker-dealers or other persons acting on etalf that participate with us in the distributiointhe shares
may be deemed to be underwriters and any commissameived or profit realized by them on the resélie
shares may be deemed to be underwriting discomate@mmissions under the Securities Act of 193&mesnded,
or the Securities Act.

At the time that any particular offering of secia@stis made, to the extent required by the Seesréict, a
prospectus supplement will be distributed, settorth the terms of the offering, including the aggmte number of
securities being offered, the purchase price oftwurities, the initial offering price of the satias, the names of
any underwriters, dealers or agents, any discoaatamissions and other items constituting compémnsdtom us
and any discounts, commissions or concessions @tlaw reallowed or paid to dealers.

Underwriters and agents in any distribution contiedeal hereby, including but not limited to at-thewket
equity offerings, may from time to time include Man Stanley Co. Incorporated. Underwriters or ageatild
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make sales in privately negotiated transactiongaaraahy other method permitted by law, includingesaleemed to
be an at-the-market offering as defined in Rule griBnulgated under the Securities Act, which inekidales made
directly on or through Nasdag, the existing tradimayket for our ordinary shares, or sales made tbrough a
market maker other than on an exchange.

We will bear costs relating to all of the secustl#ing registered under this Registration Statémen
Pursuant to a requirement by the Financial Induggulatory Authority, or FINRA, the maximum comsitn
or discount to be received by any FINRA membemndependent broker/dealer may not be greater tiudnt percen

(8%) of the gross proceeds received by us for éfeaf any securities being registered pursuaBB6 Rule 415
under the Securities Act.
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LEGAL MATTERS

We are being represented by Shearman & Sterlingwitfrespect to legal matters of United Stategfed
securities and New York State law. Certain legattena in connection with an offering pursuant tis ffrospectus
will be passed upon for the underwriters by a lam hamed in the applicable prospectus supplenddr.validity
of any shares which may be issued pursuant toeibwrisies offered through this prospectus and tedther legal
matters as to Cayman Islands law will be passed @gous by Maples and Calder. Legal matters &R€ law will
be passed upon for us by Grandall Legal Group (§teihand for the underwriters by a law firm nanmethe
applicable prospectus supplement. Shearman & &geltliP may rely upon Maples and Calder with respect
matters governed by Cayman Islands law and Grahdghl Group (Shanghai) with respect to mattersegoed by
PRC law.

EXPERTS

Our consolidated financial statements appearirguimannual report on Form 20-F for the year ended
December 31, 2007 and the effectiveness of oumateontrol over financial reporting as of Decem®g, 2007
have been audited by Ernst & Young Hua Ming, indejeat registered public accounting firm, as sehfor their
reports thereon, included therein, and incorporhtéin by reference. Such consolidated finant@&éments and
our management’s assessment of the effectivenasteafal control over financial reporting as ofd@enber 31,
2007 are incorporated herein by reference in reéarpon such reports given on the authority of dinohas expert
in accounting and auditing.

The offices of Ernst & Young Hua Ming are locate®a/F, The Center, 989 Chang Le Road, Shangh&i2(
People’s Republic of China.
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WHERE YOU CAN FIND MORE INFORMATION ABOUT US

We will furnish to you, through the depositary, Hslg language versions of any reports, noticesathdr
communications that we generally transmit to had#rour ordinary shares.

We are subject to the reporting requirements oSeurities Exchange Act of 1934, as amended,iand,
accordance with this Act, we file annual reportd ather information with the SEC. You may read aogy any of
this information in the SEC’s Public Reference Rodf0 F Street, NE Washington, DC 20549. You map al
obtain copies of this information by mail from tRablic Reference Section of the SEC, 100 F Street,

NE Washington, DC 20549, at prescribed rates. Yasuabtain information on the operation of the s Public
Reference Room in Washington, D.C. by calling tB€&t 1-800-SEC-0330.

The SEC also maintains an Internet web site thatiaias reports, proxy statements and other infaomatbout
issuers, like us, that file electronically with t8&C. The address of that site is http://www.sac.go
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INCORPORATION OF DOCUMENTS BY REFERENCE

The SEC allows us to “incorporate by reference’ittiermation we file with them. This means that @an
disclose important information to you by referriygu to those documents. Each document incorpotatedferenc
is current only as of the date of such documertd,tha incorporation by reference of such documshadl not creat
any implication that there has been no changeiiraffairs since the date thereof or that the infation contained
therein is current as of any time subsequent tdats. The information incorporated by referenceoissidered to be
a part of this prospectus and should be read wilsame care. When we update the information ctedan
documents that have been incorporated by refefnoeaking future filings with the SEC, the infornmat
incorporated by reference in this prospectus isiclamed to be automatically updated and supersédedher
words, in the case of a conflict or inconsistenegneen information contained in this prospectusiafarmation
incorporated by reference into this prospectus,stmuld rely on the information contained in thewunent that we
filed later.

We incorporate by reference the documents listémlbe

e our annual report on Form 20-F for the fisgadr ended December 31, 2007, filed on June 27 a0a
amended on June 30, 20!

e our current reports on Forn-K, submitted to the SEC on July 14, 20
e our current report oForm €K, submitted to the SEC on June 30, 2008;

» with respect to each offering of securitiesl@nthis prospectus, all reports on Form 20-F arydreport on
Form 6-K that so indicates it is being incorporabgdeference, in each case, that we file withSE€ on or
after the date on which the registration statereefitst filed with the SEC and until the termiratior
completion of that offering under this prospec

Our annual report on Form 20-F for the fiscal yeraded December 31, 2007 filed on June 27, 2008 and
amended on June 30, 2008, contains a descriptionrdfusiness and audited consolidated financdstents with
a report by our independent auditors. These firsustatements are prepared in accordance with USFGA

Copies of all documents incorporated by referendlis prospectus, other than exhibits to thoseichants
unless such exhibits are specially incorporateceligrence in this prospectus, will be provided@taost to each
person, including any beneficial owner, who recei@ecopy of this prospectus on the written or mrgqliest of that
person made to:

Solarfun Power Holdings Co., Ltd.
666 Linyang Road
Qidong, Jiangsu Province 226200, People’s Repuwbblichina
Tel: (86-513) 8330-7688

You should rely only on the information that weadngorate by reference or provide in this prospedivis have
not authorized anyone to provide you with differgnfibrmation. We are not making any offer of theseurities in
any jurisdiction where the offer is not permitt&ehu should not assume that the information in phisspectus is
accurate as of any date other than the date dinaihieof those documents.
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