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INTRODUCTION

Unless otherwise indicated, references in this ahraport to:

“ADRs" are to the American depositary receipts that evidehe ADSs
“ADS¢<" are to our American depositary shares, each oftwtdpresents five ordinary shar

“China” or the “PRC” are to the People’s Repalf China, excluding, for the purpose of this aalreport only, Taiwan and the
special administrative regions of Hong Kong and dMa

“conversion efficiency” are to the ability ohptovoltaic, or PV, products to convert sunlighbielectricity, and “conversion
efficiency rates” are commonly used in the PV induto measure the percentage of light energy filoensun that is actually
converted into electricity

“cost per watt” and “price per watt” are to tmethod by which the cost and price of PV produetspectively, are commonly
measured in the PV industry. A PV product is pribaded on the number of watts of electricity it ganerate

“GW" are to gigawatt, representing 1,000,000,000 watts)it ofpowergeneratinccapacity or consumptiol

“MW” refers to megawatt, representing 1,000,0@4ts, a unit of powegenerating capacity or consumption. In this annejabrt, it
is assumed that, based on a yield rate of 97%0020125 mm x 125 mm or 233,645 156 mm x 156 mraailiwvafers are required
to produce PV products capable of generating 1 Miat each 125 mm x 125 mm and 156 mm x 156 mm M\geeerates 2.4 W
and 4.28 W of power, respectively, and that eachni®dule contains 72 125 mm x 125 mm PV cells, b5 x 156 mm PV
cells or 72 156 mm x 156 mm PV cel

“PV" are to photovoltaic. The photovoltaic effect isragess by which sunlight is converted into eleittric
“RMB” and“Renminb” are to the legal currency of Chir
“series A convertible preference sh” are to our series A convertible preference shaasyalue US$0.0001 per sha

“shares” or “ordinary shares” are to our ordjnshares, par value US$0.0001 per share. Forutpppe of computing and reporting
our outstanding ordinary shares and our basiclotedi earnings per share we do not consider owtstgn(i) the remaining
4,014,075 ADSs we issued to facilitate the conbkrtbond offering in January 2008; (ii) the remaP0,062,348 ordinary shares
we issued to Hanwha Solar in connection with Han®blkar's purchase of 36,455,089 ordinary shares of oupeomin Septemb:
2010; and (iii) the ADSs which have been reserwedlr company to allow for the participation in thBS program by our
employees pursuant to our equity incentive plaosftime to time

“SolarOne Qidor” are to Hanwha SolarOne (Qidong) Co., Ltd., our Wholvned operating subsidiary in Chir
“W” are to watt, a unit cpowelr-generatinccapacity or consumption; ai

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

References in this annual report on Form 20-Bur annual manufacturing capacity assume 24shofuoperation per day for 350 days

year.

Unless the context indicates otherwise, “we,” “Usir company”, “Hanwha SolarOne” and “ougfer to Hanwha SolarOne Co., Ltd.,
predecessor entities and its consolidated subgdiar
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We completed the initial public offering of 12,0000 ADSs, each representing five ordinary shareBerember 26, 2006. On
December 20, 2006, we listed the ADSs on the Na&daloal Market, which are traded under the symist$OL.”

On January 29, 2008, we closed an offering of Ug%Liillion 3.50% convertible senior notes due 2a#8018 convertible bonds, to
qualified institutional buyers pursuant to Rule Ad4hder the Securities Act of 1933, as amendeth®Securities Act, and received net
proceeds of US$167.9 million. Concurrently withsthbnvertible bond offering, we closed an offerafi@®,019,611 ADSs, representing
45,098,055 ordinary shares, to facilitate the caiisle bond offering. We did not receive any pratgeother than the par value of the ADSs,
from such offering of ADSs. A portion of these AD&sre subsequently repurchased as described below.

From July 17, 2008 to August 12, 2008, we issuebsaid 5,421,093 ADSs with an aggregate sale pifit¢S$73.9 million.
From September 17, 2009 to November 18, 2009, sueéand sold 3,888,399 ADSs with an aggregatepsiake of US$23.1 million.

In September 2010, we issued and sold to Hanwtar Slalldings Co., Ltd., or Hanwha Solar, 36,455,068%inary shares for an aggreg
sale price of US$78.2 million. Concurrently wittetblosing of this offering, we issued 30,672,68dirary shares to Hanwha Solar at par valu
of the ordinary shares and subsequently an additiph407,330 ordinary shares at par value, whicties were to remain outstanding so long
as and to the extent that the 9,019,611 ADSs wedsto facilitate our convertible bond offeringJanuary 2008 remain outstanding. A portion
of these ordinary shares were subsequently repsedhas described below. At the same time, Hanwla 8ompleted the acquisitions from
Good Energies Il LP and Yonghua Solar Power Investrilolding Ltd., the company owned by Mr. Yonghug our former chairman, of a
total of 120,407,700 ordinary shares and 1,281AD$s of our company, representing all of the ordirghares and ADSs held by them.
Hanwha Solar, a company that engages in solar éssiis a wholly owned subsidiary of Hanwha Cheh@caporation, a leading chemical
producer publicly traded on the Korea Exchange whprscipal activities are the production of chédkali, or CA, polyethylene, or PE, and
polyvinyl-chloride, or PVC, products.

In November 2010, we issued and sold 9,200,000 Alifsan aggregate sale price of US$82.8 millianotder for Hanwha Solar to
maintain after this offering the same level of Hai& ownership in our company before this offgyinve also issued and sold to Hanwha Sola
45,981,604 ordinary shares for an aggregate sele pf US$82.8 million.

In October 2011, we repurchased and cancelled 3869ADSs and the ordinary shares representeddiyADSs, which were issued
pursuant to a share issuance and repurchase agregated January 23, 2008 to facilitate our conbvierbond offering in January 2008, from
Morgan Stanley & Co. International PLC. We alsourgpased and cancelled 25,017,671 ordinary shatesh were issued pursuant to a shart
issuance and repurchase agreement dated Septe®2&10, from Hanwha Solar. These ADSs and ordishayes were repurchased at par
value of US$0.0005 per ADS and US$0.0001 per orgishare, respectively.

In 2012, we repurchased our 2018 convertible bamdstotal principal amount of US$71.9 million.

From November 15, 2013 to January 29, 2014, westssind sold 6,716,966 ADSs with an aggregate sale pf US$21.5 million.
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PART |

ITEM 1 IDENTITY OF DIRECTORS, SENIOR MANAGEMENT ANDADVISORS

Not applicable.

ITEM 2 OFFER STATISTICS AND EXPECTED TIMETABLE

Not applicable.

ITEM 3 KEY INFORMATION
A. Selected Financial Data

The following selected consolidated financial datecept for “Other Operating Data,” have been dastifrom our audited consolidated
financial statements, which have been audited mgtE: Young Hua Ming LLP, an independent registgpadlic accounting firm. The report
of Ernst & Young Hua Ming LLP on our consolidatedaicial statements as of December 31, 2012 an8@ 20d for the years ended
December 31, 2011, 2012 and 2013 is included elsexih this annual report on Form 20-F. The codstdid statement of comprehensive
income data for the years ended December 31, 20D2@10 and the consolidated balance sheet datalecember 31, 2009, 2010 and 2011
have been derived from our audited consolidateghfifal statements, which are not included in thisual report on Form 20-F. The selected
consolidated financial information for those pesa@hd as of those dates are qualified by referentteose financial statements and the relatec
notes, and should be read in conjunction with tlaeieh with “Item 5. Operating and Financial Revievd &rospects.” Our consolidated
financial statements are prepared and presentactiordance with United States generally accepteouating principles, or U.S. GAAP. Our
historical results do not necessarily indicate r@sults expected for any future periods.

Consolidated Statement of Comprehensiv
Income Data
Net revenue
Third parties
Related partie
Total net revenue
Cost of revenue
Gross profit (loss
Operating expenst
Selling expense
General and administrative expen
Provision for doubtful accounts receivable and
other receivable
Research and development exper
Impairment of goodwil
Total operating expens
Operating profit (loss
Interest expens
Interest incom:

Year Ended December 31

2009 2010 2011 2012 2013
(RMB) (RMB) (RMB) (RMB) (RMB) (US$)
(In thousands, except share and per share dat
3,443,81. 7,072,78! 5,832,62! 2,639,45: 2,782,77. 459,68:
336,48! 475,75¢ 583,85 1,038,92 1,942,92 320,94
3,780,29: 7,548,54! 6,416,48! 3,678,38I 4,725,69: 780,62¢
(3,309,96)  (5,869,50)  (6,633,54)  (4,003,88)  (4,390,71) (725,29}
470,32 1,679,04 (217,05) (325,50 334,97: 55,33«
(137,42) (269,207 (279,78)) (348,56¢) (325,42)  (53,75¢)
(177,26¢) (172,11) (340,40} (278,03)) (295,48)  (48,81))
(3,729 27¢ (56,232 (137,679 (28,567 (4,71%)
(32,025 (53,500 (68,217) (90,82() (92,250 (15,240
— — (134,73Y) — — —

(350,43Y) (494,54 (879,379 (855,09Y) (741,72  (122,52Y)
119,89: 1,184,50.  (1,096,43)  (1,180,60) (406,749  (67,19))
(157,90) (161,67) (171,059 (299,511 (323,82() (53,49))
5,00z 6,141 11,76: 15,84: 21,21: 3,50¢
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Exchange gains (losse
Changes in fair value of derivative contrg

Changes in fair value of conversion feature o

convertible bond

Loss on extinguishment of de

Other income

Other expense

Income (loss) before income tax

Income tax benefit/(expense

Net income (loss

Net (income) loss attributable
nor-controllinginterest

Net income (loss) attributable to shareholc

Net income (loss) attributable to shareholc
per share Hanwha SolarOne Co., |

—Basic

—Diluted

Number of shares used in computation of
income (loss) per sha

—Basic

—Diluted

Net income (loss) per AD

—Basic

—Diluted

Number of ADS used in computation of |
income (loss) per AD:

—Basic

—Diluted

Other Financial Data
Gross margin

Operating margil
Net margin

Year Ended December 31

2009 2010 2011 2012 2013
(RMB) (RMB) (RMB) (RMB) (RMB) (US$)
(In thousands, except share and per share dat
(23,819 (89,279 (3,96Y) 8,87¢ 43,68 7,217
9,594 77,53 (70,779 5,32¢ 63,73¢ 10,52¢
(73,88) 31,62: 264,38: (5,697) (6,105) (1,00€)
— — — (82,719 — —
11,96¢ 12,39¢ 5,14¢ 9,26¢ 7,80¢ 1,28¢
(11,83Y (5,907 (14,102 (18,397 (16,194 (2,675
(120,98) 1,055,341  (1,075,04)  (1,547,60) (616,429 (101,82
(23,929 (297,98) 144,94! (15,255 (257,66¢) (42,56%)
(144,919 757,35 (930,109  (1,562,85) (874,09 (144,389
(311) — — — — —
(145,22 757,35 (930,109  (1,562,85) (874,09() (144,389
(0.59) 2.47 (2.21) (3.70 (2.06) (0.39
(0.59) 2.3€ (2.21) (3.70 (2.06) (0.39)
274,067,76  311,263,30 420,325,70 422,167,50 423,675,42 423,675,42
274,067,76 357,272,60 420,325,70 422,167,50 423,675,42 423,675,42
(2.65) 12.17 (11.0%) (18.5)) (10.37) (1.70)
(2.65) 11.8: (11.0%) (18.5)) (10.37) (1.70
54,813,55 62,252,66 84,065,14 84,433,50 84,735,08 84,735,08
54,813,55 71,454,52 84,065,14 84,433,50 84,735,08 84,735,08
Year Ended December 31
2009 2010 2011 2012 2013
12.4% 22.2% (3.9% (8.9% 7.1%
3.2% 15.7% (17.9% (32.1)% (8.6%
(3.9% 10.(% (14.5% (42.5% (18.5%

2
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Net cash (used in) provided by operating activi

Other Operating Data

Year Ended December 31

Amount of PV modules shipped (including PV modulegessing)

Average selling price of PV modules (excluding
module processing

Consolidated Balance Sheet Dat
Cash and cash equivalel
Restricted cas

Accounts receivab—net

Notes receivabl

Inventorie—net

Advance to supplie—net

Other current asse

Deferred tax asse—net

Derivative contract

Amount due from related part—net
Long-termprepayment:

Amount due from relatepartie—nor-currentportion
Fixed asse—net

Land use right—net
Long-termdeferred expenst
Goodwill

Total asset

Shor-termbank borrowing:
Long-termbank borrowings, current portic
Accounts payabl

Notes payabli

Accrued expenses and other liabilit
Customer deposit

Deferred tax liabilitie:

2009 2010 2011 2012 2013
(RMB) (RMB) (RMB) (RMB) (RMB) (US$)
(In thousands)
688,89! 266,76( 255,49 (1,052,21) 386,71¢ 63,88
Year Ended December 31
2009 2010 2011 2012 2013
(MW) (MW) (MW) (MW) (MW)
313.¢ 797.¢ 844.¢ 829.¢ 1,280.:
Year Ended December 31
2009 2010 2011 2012 2013
(RMB/W) (RMB/W) (RMB/W) (RMB/W) (RMB/W) (US$/W)
15.25 11.5¢ 8.87 4.47 4.1C 0.6¢
As of December 31
2009 2010 2011 2012 2013
(RMB) (RMB) (RMB) (RMB) (RMB) (US$)
(In thousands)
645,72( 1,630,77 1,976,55! 676,47t 1,249,48 206,40(
60,53¢ 100,49( 281,62t 150,46: 163,94 27,08:
587,48t 1,282,80 537,54( 956,96 744,73¢ 123,02:
— 10,00( 60,20¢ 2,681 10,78( 1,781
783,97 790,77 684,04 838,72 752,29 124,27(
540,14! 764,06: 475,64! 166,83t 182,12¢ 30,08¢
180,31! 255,43. 528,57 356,78« 301,56: 49,81
76,90: 108,37( 281,08: 257,60: 2,94¢ 487
7,36( 7,48¢ 29,09: — 26,63: 4,39¢
12,45¢ 27,81¢ 241,45: 420,61( 530,73: 87,66¢
439,61 394,28 204,57( 184,06! 132,01 21,80
— 15,00( — — — —
1,586,28. 2,084,02 4,715,96:. 4,779,87. 4,482,65! 740,48:
208,56. 205,76 334,98 335,04 272,44 45,00¢
33,15¢ 27,27: 49,70: 25,20( 9,59¢ 1,58t
134,73! 134,73! — — — —
5,297,25: 7,839,101 10,401,04 9,151,33: 8,861,94. 1,463,88
404,76 318,91¢ 1,764,25 1,162,37. 1,105,57! 182,62¢
120,00( 215,00( 242,60 467,20« 234,12 38,67
441,76¢ 478,12¢ 1,024,94 1,061,72. 695,53 114,89¢
186,92: 181,26! 462,60: 314,51 494,46 81,67¢
191,89! 404,82t 375,23t 400,53 388,74 64,21¢
59,68t 33,53¢ 84,87: 36,31« 47,76 7,89(
26,56¢ 25,97° 25,38 24,79¢ 24,20¢ 3,99¢
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As of December 31

2009 2010 2011 2012 2013
(RMB) (RMB) (RMB) (RMB) (RMB) (US$)
(In thousands)

Unrecognized tax bene 27,38t 143,47: 143,47: 143,47: 143,47: 23,70(
Derivative contract 1,14¢ 8,041 30,67( 17,31 6,51 1,07¢
Amount due to related parti 16,76" 13,18 42,34: 72,04¢ 255,03: 42,12¢
Long-termbank borrowing: 350,00t 135,00( 1,352,37. 2,285,101 2,446,07! 404,06:
Long-termnotes — — — — 609,69( 100,71
Long-termpayable — — 50,00( 50,00( 50,00( 8,25¢
Convertible bond 658,65. 687,43! 498,64t 368,59( 470,35 77,69
Total liabilities 2,485,55! 2,644,779 6,097,40. 6,403,99 6,971,54' 1,151,611
Redeemable ordinary shai 55 55 24 24 24 4
Total shareholde’ equity 2,811,65: 5,194,25: 4,303,61! 2,747,31 1,890,37 312,26°
Total liabilities, redeemable ordinary shares and

shareholdel equity 5,297,25i 7,839,101 10,401,04 9,151,33. 8,861,94. 1,463,88

Exchange Rate Information

This annual report on Form 20-F contains transtatiof certain RMB amounts into U.S. dollar amouwattspecified rates. Unless
otherwise stated, the translations of RMB into Wi&lars have been made at the exchange rate &stbedn December 31, 2013 in the H.10
statistical release of the Federal Reserve Boanishwwvas RMB6.0537 to US$1.00. We make no representthat the RMB or U.S. dollar
amounts referred to in this annual report couldehasen or could be converted into U.S. dollarsMBRas the case may be, at any particular
rate or at all. See “ltem 3.D. Risk Factors—Risletafed to Our Company and Our Industry—Fluctuatiarexchange rates could adversely
affect our business as well as result in foreigmency exchange losses” and “ltem 3.D. Risk FaetdRisks Related to Doing Business in
China—Restrictions on currency exchange may limitability to receive and use our revenue effetyivior discussions of the effects of
fluctuating exchange rates and currency contrahenvalue of the ADSs. On April 4, 2014, the exgf@rate as set forth in the H.10 statistical
release of the Federal Reserve Board was RMB6.21US$1.00.

The following table sets forth information conceriexchange rates between the RMB and the U.Srdoll the periods indicated,
reflecting the exchange rates as set forth in th® idtatistical release of the Federal ReservedBddrese rates are provided solely for your
convenience and are not necessarily the exchategethat we used in this annual report or will instihe preparation of our periodic reports or
any other information to be provided to you.

Renminbi per U.S. Dollar Noon Buying Rate

Period End Average ) Low High
2009 6.825¢ 6.829¢ 6.847( 6.817¢
2010 6.600( 6.760: 6.833( 6.600(
2011 6.293¢ 6.447¢ 6.636¢ 6.293¢
2012 6.230: 6.299( 6.387¢ 6.222:
2013 6.053; 6.141: 6.243¢ 6.053"
October 201 6.094: 6.103: 6.120¢ 6.081¢
November 201: 6.092: 6.092¢ 6.099: 6.090:
December 201 6.053 6.073¢ 6.092] 6.053
2014 (through April 4, 201¢ 6.211¢ 6.158( 6.040: 6.227:
January 201. 6.059( 6.050¢ 6.060( 6.040:
February 201- 6.144¢ 6.081¢ 6.144¢ 6.059:
March 2014 6.211, 6.170% 6.227: 6.118:
April 2014 (through April 4, 2014 6.211¢ 6.208¢ 6.211¢ 6.205¢

Notes:
(1) Annual averages are calculated from month-atesr Monthly averages are calculated using theageeof the daily rates during the
relevant period
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B. Capitalization and Indebtedness

Not Applicable.

C. Reasons for the Offer and Use of Proceeds

Not Applicable.

D. Risk Factors
Risks Related to Our Company and Our Industry
Demand for our PV products has been, and may contrto be, adversely affected by volatile market amtlistry trends.

Demand for our PV products has been affected blyagleconomic conditions, capital markets fluctuagiand credit disruptions. During
the second half of 2008 and the first half of 20080y of our key markets, including Germany, Sgaid the United States, and other nationa
economies experienced a period of economic coitraot significantly slower economic growth. Thelghl financial crisis, weak consumer
confidence and diminished consumer and businesglspggehave contributed to a significant slowdownha market demand for PV products
due to decreased energy requirements. In additiany of our customers and many end-users of oyprB¥ucts depend on debt financing to
fund the initial capital expenditure required taghase our PV products. During the global cred#isrmany of our customers and many end-
users of our PV products experienced difficultiesbtaining financing, and even if they were ableltain financing, the cost of such
financing had increased. As a result, they chatlgeid decision or changed the timing of their dieciso purchase our PV products. In 201(
the effect of the global economic crisis subsidied,combination of increased availability of finamgfor downstream buyers and decreased
average selling prices of solar power productsrdmuted to an overall increase in demand for sptaver products.

Since 2011, a decrease in payment to PV produdupsss, in the form of feed-in tariffs and othénteursements, and a reduction in
available financing have caused a decrease inrthetly in a number of PV projects in the Europeamksts. Payments to PV product
producers decreased as governments in Europe, pretesure to reduce sovereign debt levels, redsudesidies such as feed-in tariffs.
Furthermore, many downstream purchasers of PV pteduere unable to secure sufficient financingderprojects due to the global credit
crunch. These market conditions were exacerbatethlwer-supply of PV products driven by increaseshufacturing capacity, which
adversely affected the prices of PV products. Altftothe global economy has improved since 2011d¢meand for solar modules in Europe
fell around 40% to 10.2GW in 2013 from 16.5GW in20As a result, many solar power producers thaitfly purchase solar power prodt
from manufacturers like us were unable or unwillingxpand their operations.

There can be no assurance that our customers arsemd will be able to obtain financing on a timlefsis or on reasonable terms, which
could have a negative impact on their demand fopoaducts. Rising interest rates may make it cliffi for end-users to finance the cost of PV
systems and therefore limit the demand for our RMpcts and/or lead to a reduction in the averafjimg price of our PV products. A
protracted disruption in the ability of our custaomito obtain financing, economic downturn or arréase in manufacturing capacity of the PV
industry has led to, and may continue to havepa&rgicted material adverse effect on our busin@sandial condition and results of operations.
In the past few years, the decrease in demandufgproducts has led to, and may continue to resuitlle capacity. The reduction in demand
has resulted in, and may continue to lead to, @ifgignt amount of our capacity not being utilizetid our assets being impaired.

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

Beginning in the fourth quarter of 2008, the supgfiy?V products has increased significantly as nraapufacturers of PV products
worldwide, including our company, have engageddnificant production
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capacity expansion in recent years. As a resudt stiate of over-supply has resulted in reductioritbe prevailing market prices of PV products
as manufacturers have reduced their average selliogs in an attempt to obtain sales. The avesatlimg price of our PV modules per watt
was RMB8.87, RMB4.47, and RMB4.10 (US$0.68) in 202012 and 2013, respectively. We recorded a negagt margin of 14.5%, 42.5%
and 18.5% in 2011, 2012 and 2013, respectively.aMegage selling prices of our PV products mayidedurther, which could cause our sales
and/or our profit margins to decline and have aematadverse effect on our business, financiabldan, results of operations and prospects.

As silicon supply increases, the corresponding iease in the global supply of PV modules may advigraffect our ability to increase ¢
maintain our market share. Fluctuation in silicon fice may also adversely impact our business anditiessof operations.

Silicon is an essential raw material used in theelpction of solar cells and modules. Prior to md®&, there was an industry-wide
shortage of silicon. Increases in the price otailihave in the past increased our production castsany significant price increase in the
future may adversely affect our business and resiilbperations. Due to the historical scarcitgit€on, supply chain management and
financial strength were the key barriers to enimjate 2008 and 2009, however, newly availablieail capacity has resulted in an increased
supply of silicon, which resulted in downward pragson the price of silicon. Although the siliconice rebounded between the third quarter o
2010 and the first quarter of 2011 due to the reppef demand for PV products in certain markets,dilicon price has decreased significantly
again starting from the second quarter of 201hasdsult of increased silicon manufacturing cagdor silicon and the pressure from the
decreasing average selling price of PV moduleg0t?, the polysilicon price continued to decliregahed a historical low of approximately
US$14 per kilogram in November 2012, and remaiogdthrough 2013.

On July 18, 2013, the Ministry of Commerce of PetgpRepublic of China, or MOFCOM, issued a preliamnruling imposing
provisionary anti-dumping duties commencing on R4y2013 and ending on January 19, 2014, andrureda 20, 2014, a final ruling
imposing antidumping duties, commencing on January 20, 2014geamain importers of solar grade polysilicon pradifoom the United State
and South Korea, based on its determination ofitteping margin of the relevant original manufactuén September 16, 2013, MOFCOM
issued a preliminary ruling imposing provisionaguantervailing duties, commencing on September Q032nd ending on January 19, 2014,
and on January 20, 2014, a final ruling imposingntervailing duties commencing on January 20, 2ffidertain importers of solar grade
polysilicon products from the United States, basedts determination of the ad valorem subsidy dditédne relevant original manufacturer.
MOFCOM has also investigated imposing anti-dumngd anti-subsidy investigations on certain impartersolar grade polysilicon products
from the European Union, and, on October 31, 20MGFCOM extended the deadline of the investigatmMay 1, 2014. On January 24,
2014, MOFCOM issued a preliminary ruling which detaed that the dumping and subsidies have beamdfaurelation to solar grade
polysilicon products from the European Union, botgidering the unique market situation, MOFCOM dedinot to impose provisionary anti-
dumping or countervailing duties for the time beithile these tariffs did not materially increase oost of production in 2013, we cannot
guarantee that these tariffs will not have a matemd adverse effect in the future.

Since polysilicon is one of our major raw materehsl we obtain a portion of our polysilicon fromeoseas markets, if there is any AD or
CVD imposed, whether retroactively or not, our aafsproduction for solar modules may be adverséfycéed. Partly due to China’s AD and
anti-subsidy investigations against the Unitedestafouth Korean and European polysilicon manufestyolysilicon prices rebounded
slightly since December 2012 and was US$19 pegidim as of December 31, 2013.

We cannot assure you that the price of silicon edglitinue to decline or remain at its current lsyebkpecially if the global solar power
market regains its growth momentum. As the shortdgdlicon eases, industry barriers to entry beedess significant and the PV market may
become more competitive. If we fail to compete sgstully, our business may suffer and we may lod®ainable to gain market share anc
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financial condition and results of operations maynimaterially and adversely affected. Such priceicgdns could have a negative impact on
our revenues and net income, and materially andradiy affect our business and results of opersition

The reduction or elimination of government subsidiand economic incentives for on-grid solar enetgyplications could have a material
adverse effect on our 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 from the electric utility pgds in large part on the availability and sizg@fernment subsidies and economic incent
The on-grid market, the reduction or eliminatiorgozernment subsidies and economic incentives mmadehthe growth of this market, which
could decrease demand for our products and reduceseenue.

The cost of solar energy currently exceeds theafgsower furnished by the electric utility grid mmany countries. As a result, federal,
state and local governmental bodies in many caestrnost notably Japan, Germany, Spain, ItalyUthited States, Australia, China, Korea,
France and the Czech Republic, have provided selssiechd economic incentives in the form of reba#escredits and other incentives to end
users, distributors, system integrators and matwfas of PV products to promote the use of satargy in on-grid applications and to reduce
dependency on other forms of energy. Governmemnta@u incentives are set to be reduced and magdieced further, or eliminated. For
instance, the German government reduced feedififstar 2009, 2010 and 2012. In 2011, 2012 and 2@&many accounted for 41.3%,
40.5% and 14.7% of our net revenues, respectitel011, 2012 and 2013, Japan accounted for 0.2P% &nd 25.0% of our net revenues,
respectively.

In addition, political changes in a particular ctryrcould result in significant reductions or elmations of subsidies or economic
incentives. Electric utility companies that havgngiicant political lobbying powers may also seélanges in the relevant legislation in their
markets that may adversely affect the developmethtammercial acceptance of solar energy. The teguor elimination of government
subsidies and economic incentives for on-grid seteargy applications, especially those in our tanggrkets, could cause demand for our
products and our net revenues to decline, and hawaterial adverse effect on our business, finanordition, results of operations and
prospects.

We may be subject to legal proceedings in connectigth the multiyyear supply agreements we entered into previouslgt auch proceeding
can be both costly and time consuming and may siigaintly divert the efforts and resources of our magement personnel.

During the course of renegotiation of some of thétinyear supply agreements we entered into presliowe may be subject to legal,
administrative or other proceedings if mutual agreet cannot be reached between us and our suppi@rexample, on June 8, 2009, LDK,
one of our silicon suppliers, submitted an arhitratequest and an amendment of this arbitratiqgonest to the Shanghai Arbitration
Commission alleging that we failed to perform unter terms of a multear framework supply agreement, seeking to enfoucgerformanc
and claiming monetary relief. Deliveries of siliconder the agreement halted in early 2009 and haiveecommenced. In the hearing held by
the Shanghai Arbitration Commission on March 23,2l claims filed by LDK were dismissed and LIas required to refund the deposit
amounting to RMB104.5 million to us within 30 ddysm the date of the hearing. While we are purstiregenforcement of the awards, LDK
submitted a new and separate arbitration requeket8hanghai Arbitration Commission updating itsteation claim to seek damages of
RMB446 million plus legal cost for our alleged fai to perform the aforesaid multi-year framewargy agreement on August 8, 2012. In
December, 2013, we reached a settlement agreenitarit DK, which was recognized by the Shanghai Adiibn Commission and became
effective in January 2014. According to the setdatragreement, LDK agrees to fully and irrevocatitydraw their arbitration claim in the
amount of RMB446 million and refrain from bringiagy future claims based on that long-term suppteement, and in return, we agree to
waive the right to seek enforcement of the arbéxard in the amount of RMB104.5 million. See “It8nFinancial Information—

A. Consolidated Statements and Other Financiarinétion—Legal & Administrative Proceedings”.
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There is no assurance that we will be able to sisfally defend or resolve such legal or administeaproceedings in the near future o
all. Such legal and administrative proceedingshzboth costly and time consuming and may sigmitigadivert the efforts and resources of
our management personnel. If there are any adygigenents, our financial condition, results of gpEms and liquidity could be materially
and adversely affected.

Prepayments we have provided to our silicon anitsih wafer suppliers expose us to the credit andfpenance risks of such suppliers ar
may not be recovered.

Most of our multi-year supply agreements that weeesd into during the earlier periods of supplyr&duge required us to make
prepayments of a portion of the total contracteti our suppliers without receiving collateral $nich prepayments. As of December 31, 2
2012 and 2013, we had advanced RMB680.2 millionBRED.9 million and RMB314.1 million (US$51.9 milhg, respectively, to our
suppliers. We recorded charges to cost of reveoluB$1B287.7 million, RMB186.0 million and RMB15.6ilion (US$2.6 million) in 2011,
2012 and 2013, respectively, to reflect the probddds arising from the suppliers’ failure to pemficunder the contracts. In addition, we
reclassify advances to other current assets wiyzh feoceedings have commenced where we are clgianbreach of contract and are seeking
monetary recovery of the remaining deposit. We méed charges to general and administrative expefdebB54.5 million, RMB50.0
million and nil in 2011, 2012 and 2013, respectiyéb provide for losses in relation to prepaymeatsuppliers that were in contractual defaul
where we have termination rights that require repayt of the remaining deposits. In the event tratmplier fails to fulfill its delivery
obligation or we have disputes with any of our digop and we are unable to reach an agreementims &cceptable to us, we may not be able
to recover our prepayments made to such suppkersexample, Hoku Corporation and Hoku Materiais, |or Hoku collectively, have failed
to fulfill their delivery obligations under theiruiti-year framework polysilicon supply agreementszad into on November 19, 2007 and
refused to return our prepayment of US$49 million. July 2, 2013, Hoku Corporation and Hoku Matsri&ic. both filed for Chapter 7
Bankruptcy. See “Item 8. Financial Information—Aorgsolidated Statements and Other Financial InfaomatLegal & Administrative
Proceedings”.

Most of our claims for prepayments are unsecuraiing, which expose us to the credit risks of ogp$iars in the event of their
insolvency or bankruptcy. Our claims against thiaaléing suppliers would rank below those of sedureeditors which would undermine our
chances of obtaining the return of our prepaymehssich suppliers fail to fulfill their deliveryhligations under the contracts or if there is any
dispute between us and such suppliers that jeqErdiur ongoing relationship, we may have to reagotbvision relating to or write down
prepayments made to such suppliers, which coulémadlyy and adversely affect our financial conditiand results of operations.

Evaluating our business and prospects may be diffibecause of the rapid changes in our industryndaour past results may not k
indicative of our future performance.

We began operations in August 2004 and shippedistiPV modules and our first PV cells in Februafp5 and November 2005,
respectively. With the rapid growth of the PV inttysprior to the fourth quarter of 2008, our busisgrew and evolved at a rapid rate but
subsequently experienced a slowdown in 2011 and&.284 a result, our historical operating resultymat provide a meaningful basis for
evaluating our business, financial performance@modpects and we may not be able to achieve griowttiure periods. Therefore, you should
consider our business and prospects in light ofities, expenses and challenges that we will face @mpany in a competitive industry
seeking to develop and manufacture new produdsapidly growing market, and you should not raetyoair past results or our historic rate of
growth as an indication of our future performance.



Table of Contents

Our future success substantially depends on ourliépito manage our production effectively and todece our manufacturing costs. Our
ability to achieve such goals is subject to a numbérisks and uncertainties.

Our future success substantially depends on olityaioi manage our production effectively and tduee our manufacturing costs. Our
efforts to reduce our manufacturing costs incluedring our silicon and auxiliary material costaproving manufacturing productivity and
processes, and improving product quality. We mayempand our manufacturing capacity as plannedkeifiand for our products weakens.

We have, in the past, halted expansion in respunssiuced demand. For example, one of our submdjdHanwha SolarOne
Technology Co., Ltd., owns approximately 639,788asg meters of land which is currently undeveloiesiich land is identified by
competent government agencies as idle land undeagplicable PRC laws, Hanwha SolarOne Technolagy@d. may be subject to a fine of
up to 20% of the land premium of such land orhé& tand is determined to be idle for over two yetms relevant government agencies may
reclaim the land. In addition, since we have hatteplansion, our construction plans have been aelyeaffected and we may need to negotiate
with the construction company to develop a new taoton plan. If we are unable to reach a resoiytive may be engaged in legal
proceedings to resolve the dispute. We may exp@lmossible alternatives to dispose of our hattedending projects. Even if we do expand
our manufacturing capacity, we might not be ablgdperate sufficient customer demand for our gmdarer products to support our increased
production levels. We may explore different wayslisposing of those projects and we may not expamananufacturing capacity as planned.

If we are unable to achieve these goals, we maybéle to decrease our costs per watt, to maiotaicompetitive position or to
improve our operating margins. Our ability to asleisuch goals is subject to significant risks andetitainties, including:

e our ability to maintain our quality level and keggce with changes in technolog

e our ability to source various raw materic

» our ability to adjust inventory levels to respoondapidly changing market demar

» our ability to successfully position our assetsiget opportunities without incurring excessive s
» delays in obtaining or denial of required approvslselevant government authorities; ¢

» diversion of significant management attention athegtoresources 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 of the risks described above, axelme unable to improve our business as planned.

We depend on a limited number of customers and doias for a high percentage of our revenues and tloss of, a significant reduction in
orders from, or failure to collect payments fromng of these customers or countries, if not immeaigtreplaced, would significantly reduce
our revenue and decrease our operating margins.

We currently sell a substantial portion of our Pdgucts to a limited number of customers and coemtOur five largest customers
accounted for an aggregate of 45.0%, 29.8% and®8four net revenues in 2011, 2012 and 2013, otispdy. Our largest customer in 2011,
2012 and 2013 accounted for 15.1%, 7.6% and 25f08Grmet revenues, respectively. In 2013, threeusffive largest customers were
members of Hanwha Group. Members of Hanwha Groapuatted for 41.1% of our net revenues in 2013.0012 2012 and 2013, Japan
accounted for 0.2%, 6.7% and 25.0% of our net reggnrespectively. In 2011, 2012 and 2013, Germaangunted for 41.3%, 40.5% and
14.7% of our net revenues, respectively. In 20&Bad, South Africa and Germany were the top thoeatcies in terms of percentage
contribution to our net revenues. The loss of silesy one of these customers or countries woane Ia significant negative impact on our
business. Sales to our
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customers are mostly made through non-exclusisngaments. Any one of the following events may eanaterial fluctuations or declines in
our net revenues and have a material adverse effieatir financial condition and results of openasio

* reduction, delay or cancellation of orders from onenore of our significant custome
» selection by one or more of our significant custmsya our competito’ products;

» loss of one or more of our significant custosnand our failure to identify additional or replam@nt customers, including as a result
of the insolvency or bankruptcy of our custom

« any adverse change in local policies toward salajepts in countries where we receive most orc

* any adverse change in the bilateral or mudtitdttrade relationships between China and theedritates or European countries,
particularly Germany

* any duty imposed on import of PV products assallt of anti-dumping measures or other measgamst unfair trade practices;
and

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

We face payment collection difficulties with resptrcertain customers. For example, on June & 202 submitted an arbitration
request to Guangzhou Arbitration Commission reqgituangdong Guo Hua New Energy Investment Co., btdsuo Hua, owner of a PV
project for which we acted as an engineering, mexment and construction contractor, or an EPC aottr, to pay a total amount of RMB92
million including, among others, overdue paymenthaf EPC contract price, accrued interest, damag@degal costs in accordance with the
EPC contract. On August 5, 2012, Guo Hua filed anterclaim to Guangzhou Arbitration Commissiongilhg that we have substantially
breached the EPC contract, and Guo Hua requestedhtiinate the EPC contract and demanded us ta patal amount of RMB187 million fi
breach of contract. As of the date of this annepbrt, we have been pursuing our claim and defgnajainst Guo Hua'’s counterclaim. See
“Item 8. Financial Information—A. Consolidated Statents and Other Financial Information—Legal & Adisirative Proceedings”. There is
no assurance that we will prevail in this clainmsonilar claims against our customers for paymeiiections and if we fail to succeed in such
claims, we may not be able to recover the feesalus, which may have a material adverse effedwriresults of operations.

We expect our operating results to continue to déps sales to a relatively small number of custsnoe countries for a high percente
of our revenue for the foreseeable future, as agethe ability of these customers to sell PV pregltieat incorporate our PV products.

We enter into framework agreements with many ofeaustomers that set forth our customers’ purchasésgand the general conditions
under which our sales are to be made. However, saotework agreements are only binding to the exdguurchase order for a specific
amount of our products is issued. In addition,aiarkey sales terms of the framework agreementsbaadjusted from time to time. In
addition, we have in the past re-negotiated sonminframework agreements due to the disagreemétitour customers relating to the
volumes, delivery schedules and pricing terms déoathin such agreements. However, it may not alvib@ys our best interests to re-negotiate
our framework agreements and disagreements on teaysescalate into formal disputes that could casse experience order cancellation
harm our reputation.

Furthermore, our customer relationships have beerldped over a relatively short period of time. ¥danot be certain that these
customers will generate significant revenue foinuhe future or if these customer relationshiph @antinue to develop. If our relationships
with customers do not continue to develop, we matybe able to expand our customer base or maintaircrease our customers and revenue
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Our dependence on a limited number of suppliers fosubstantial majority of silicon-related materginay prevent us from delivering our
products in a timely manner to our customers in thequired quantities, which could result in orderaacellations, decreased revenue a
loss of market share.

In 2011, 2012 and 2013, our five largest silicortarial suppliers supplied in the aggregate 40.625}% and 81.1% respectively, of our
total silicon and silicon wafer purchases. If wit ta develop or maintain our relationships witlese or our other suppliers and we are unat
obtain these materials from alternative sourcestimely manner or on commercially reasonable temesmay be unable to manufacture our
products in a timely manner or at a reasonable ocostt all, and as a result, we may not be abtietiver our products to our customers in the
required quantities, at competitive prices and areptable terms of delivery. Problems of this kindld cause us to experience order
cancellations, increased manufacturing costs, dsetkerevenue and loss of market share. In add#@ne of our suppliers have a limited
operating history and limited financial resourcasy the contracts we entered into with these seysptio not clearly provide for adequate
remedies to us in the event any of these supptierst able to, or otherwise does not, deliveg imely manner or at all, any materials it is
contractually obligated to deliver. Suppliers tygig require a significant amount of capital to dutieir operating activities, expand their
manufacturing facilities, and conduct researchdaxklopment activities. The inability of our sugpsi to access capital or the insolvency o
suppliers could lead to their failure to delivdicgin materials to us. Any disruption in the suppfysilicon materials to us may adversely affect
our business, financial condition and results aragions.

Our failure to obtain sufficient quantities of sition-related materials in a timely manner could digrt our operations, prevent us from
operating at full capacity or limit our ability teexpand as planned, which would reduce, and limietgrowth of, our manufacturing output
and revenue.

We depend on the timely delivery by our supplidrsilicon-related materials in sufficient volumétil mid-2008, there was an
industry-wide shortage of silicon-related materi@arrently, the market is experiencing an overacity of silicon-related materials. While we
do not believe a shortage of silicon-related matenvill re-occur in the short term because of entimarket conditions and the expansion of
silicon and silicon wafer manufacturing capacityeaent years, we cannot assure you that markelitcmms will not again rapidly change or
we will always be able to obtain sufficient quaiestof silicon-related materials in a timely manie may experience actual shortages of
silicon-related materials or late or failed deliwéor the following reasons:

» the terms of our silicon and silicon wafer contsagith, or purchase orders to, our suppliers magltezed or cancelled as a resu
our ongoing r-negotiations with thernr

« there are a limited number of silicon and sitiavafer suppliers, and many of our competitore plsrchase silicon-related materials
from these suppliers and may have longer and stramdationship with these suppliers than we

« some of our silicon and silicon wafer supplidosnot manufacture silicon themselves, but insradhase their requirements from
other vendors. It is possible that these suppligitsiot be able to obtain sufficient silicon otison wafers to satisfy their
contractual obligations to us; a

« our purchase of silicon-related materials isjsct to the business risk of our suppliers, onmore of which may go out of business
for any one of a number of reasons beyond our abimthe current economic environme

If we fail to obtain delivery of silicon-related tegials in amounts and according to time schedhl@swe expect, we may be forced to
reduce production, which will adversely affect oewenues. Our failure to obtain the required am®ohsilicon-related materials on time and
at commercially reasonable prices could substdytiadit our ability to meet our contractual oblitians to deliver PV products to our
customers. Any failure by us to meet such obligeticould have a material adverse effect on ourta¢ipn, retention of customers, market
share, business and results of operations and ofggcs us to claims from our customers and othgpudes.
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We currently have a significant amount of debt otaading and can incur additional indebtedness. Osmbstantial indebtedness may limit
our future financing capabilities and could advereaffect our business, financial condition and ress of operations.

The principal amount of our total bank borrowinggstanding was RMB3,785.8 million (US$625.4 milljas of December 31, 2013, of
which RMB1,105.6 million (US$182.6 million) werectt-term bank borrowings. In addition, we had US&80million principal amount of
convertible bonds, with carrying value of RMB47@lion (US$77.7 million) outstanding, and RMB609llion (US$100.7 million) in long-
term notes as of December 31, 2013. We may alsw additional indebtedness. Our debt could havigrafeeant impact on our future
operations and cash flow, including:

e making it more difficult for us to fulfill payent and other obligations under our outstanding,detiuding repayment of our long-
and short-term credit facilities should we be urablobtain extensions for any such facilities bethey mature, as well as our
obligations under our convertible bon

» triggering an event of default, if we fail to comptith any of our payment or other obligations @néd in our debt agreements .
fail to obtain waivers, which could result in crafsfaults causing all or a substantial portion wf debt to become immediately due
and payable and other penalti

» reducing the availability of cash flow to fumabrking capital, capital expenditures, acquisitiansl other general corporate
purposes, and adversely affecting our ability ttawbadditional financing for these purpos

» potentially increasing the cost of any additionahfcing; anc

e putting pressure on the ADS price due to cameef our inability to repay our debt and makingnitre difficult for us to conduct
equity financings in the capital marke

Our ability to meet our payment and other obligagionder our outstanding debt depends on ouryatbligenerate cash flow in the futt
or to refinance such debt. We may not be able teigde sufficient cash flow from operations to deais to meet our obligations under our
outstanding debt and to fund other liquidity nedfiaie are not able to generate sufficient castvfio meet such obligations, we may need to
refinance or restructure our debt, to sell ourt@sse reduce or delay our capital investment$p areek additional equity or debt financing. We
cannot assure you that future financing will beilabde in amounts or on terms acceptable to we, @l. In addition, the incurrence of
additional indebtedness would result in increaséerest rate risk and debt service obligations,andd result in operating and financing
covenants that would further restrict our operatiand limit our ability to obtain the financing tegd to fund future capital expenditures and
working capital. As a result, our ability to plaor for react effectively to, changing market coiotis may be adversely and materially affected

We require a significant amount of capital to funolur operations as well as meet future capital resgments. If we cannot obtain additional
capital when we need it, our growth prospects antufe profitability may be materially and adversefffected.

We typically require a significant amount of capttafund our operations. We also require cash galyeto meet future capital
requirements, which are difficult to plan in th@idly changing PV industry. The principal amounbaof total bank borrowings and notes
outstanding was RMB3,785.8 million (US$625.4 miljand RMB609.7 million (US$100.7 million) as of @snber 31, 2013. We cannot
assure you that future financing will be availatesatisfactory terms, or at all. Our ability taah external financing in the future is subjec
a variety of uncertainties, including:

» our future financial condition, results of operascand cash flow:
» general market conditions for financing activitthgsmanufacturers of PV and related products;

e economic, political and other conditions in the P&t elsewhere in the worl
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If we are unable to obtain necessary financingtimaly manner or on commercially acceptable teronst all, our growth prospects and
future profitability may decrease materially.

Our subsidiaries’ loan agreements and other debstiuments contain financial covenants that requitee borrower and the guarantor to
maintain certain financial ratios.

Certain of our subsidiaries have outstanding baak$ and other debt instruments that require sulzsidiary, and our parent company
guarantor, to maintain certain financial ratiost @@ tested semi-annually. Such debt instrumdstsc@ntain standard cross-default provisions
under which an event of default under one suchunstnt would trigger a right to accelerate paymartter another instrument.

From time to time there have been a few instande=gevthese financial ratios have not been metkatafevant measurement dates. In
such cases, we and our subsidiaries and parentaegmgwhere applicable, have obtained waivers fioeénders to cure such defaults and
avoid cross-acceleration of other debt instruméntthe future, our subsidiaries and parent compaay similarly fail to maintain such
financial ratios or violate other covenants corgdiim such debt instruments, and may not be ahldtimin waivers for or otherwise cure such
defaults, which may cause our indebtedness to bedmmmediately due and payable.

We face risks associated with the marketing, distiion and sale of our PV products internationallgnd if we are unable to effectively
manage these risks, our expansion may be materiaty adversely affected.

A substantial majority of our revenue has been gead by sales to customers outside of China. Téudeting, distribution and sale of
our PV products overseas expose us to a numbesksf including:

« fluctuations in currency exchange rates of the ddlar, Euro and other foreign currencies agaimstRenminbi

« difficulty in engaging and retaining distribuscand agents who are knowledgeable about, antlination effectively in, overseas
markets;

e increased costs associated with maintaining manfxetnd sales activities in various countr

» difficulty and costs relating to compliance witlifdrent commercial and legal requirements in thisglictions in which we offer o
products;

» inability to obtain, maintain or enforce intelleatyproperty rights; an
» trade barriers, such as export requirement§staaxes and other restrictions and expenség;iwcould increase the prices of our
products and make us less competitive in some desr

If we are unable to effectively manage these rieks,ability to conduct or expand our business atinwould be impaired, which may in
turn have a material adverse effect on our busjriisscial condition, results of operations andgpects.

Changes in international trade policies and intertianal barriers to trade may material adversely afft our ability to export our products
worldwide.

In October 2011, a trade action was filed with th&. Department of Commerce, or USDOC, and the Wbt€tnational Trade
Commission, or USITC, by seven U.S. firms, accus$ihgnese producers of crystalline silicon photoaialicells, or CSPV cells, of selling their
products into the United States at less than fline; or dumping, and of receiving countervailalbsidies from the Chinese authorities.

On October 9, 2012, the USDOC issued final affifmeatleterminations in the anti-dumping and coura#ing duty investigations. On
November 7, 2012, the USITC ruled that imports 8RY cells had caused material injury to the U.Z&dustry. Finally, on December
2012, the USDOC issued AD and
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CVD orders. Consequently, imports of solar pangsfSolarOne Qidong are subject to a combined &@fieAD and CVD deposit rate of
29.18%, of which 15.24% is attributable to the C\ildports of solar panels from SolarOne Hong Korgysarbject to a combined effective rate
of 254.66%, which is comprised of an AD of 239.4286 a CVD of 15.24%.

Actual AD and CVD ultimately due will be determinbg the DOC after its review of actual transactid®isch review takes place
annually in the anniversary month of the publicatid the AD and CVD Orders upon request, and cotrerpreceding one-year period. As
noted above, the anniversary month of the AD an@®®@ters is December; accordingly. In December 2€H8U.S. industry requested
administrative reviews in both the AD and CVD caaed the resulting reviews were initiated by theD@® on February 3, 2014. The U.S.
industry requested that SolarOne Qidong be reviewé&dth the AD and the CVD case. Those reviewsoagoing and expected to be
completed in 12 to 18 months.

On December 31, 2013, SolarWorld Industries Ametioe. filed new AD cases against similar CSPV prad from China and Taiwan
and a new CVD case against China. These new casks\® and CVD against (i) CSPV products with celith any stage of production in
China, if the cells are assembled in China, regasdbf the country of origin of the cells, as veall(ii) CSPV products containing cells that v
of Taiwanese origin. The USDOC and USITC initiaitegestigations on January 21, 2014. On Februar2@a4, the USITC issued a
preliminary determination that there is a reasomaidication that imports of these products hadsedumaterial injury to the U.S. industry.

On September 6 and November 8, 2012, the Europeamission initiated an anti-dumping proceeding andnti-subsidy proceeding
concerning imports of crystalline silicon PV modubnd key components, such as cells and wafegshating in China. On July 27, 2013, the
European Union and Chinese trade negotiators ameduthat an agreement has been reached pursuahicto Chinese manufacturers,
including us, would limit our export of solar pas@nd cells to the European Union and for no less & minimum price, in exchange for the
European Union agreeing to forgo the impositioamti-dumping duties on these solar panels from &hiime offer was approved by the
European Commission on August 2, 2013, and thé Ve@ion was published on December 5, 2013. Then@er of Commerce Import and
Export of Machinery and Electronic Product (CCCME)China will be responsible for allocating the tpbetween PV companies, and we
have been allocated a portion of the quota. Saaels and cells imported in excess of the annuatgwill be subject to anti-dumping and anti
subsidy duties. This price undertaking and annuatajhave also resolved the parallel anti-subsidgstigation. For companies that would
violate the price undertaking or the quota, or Wwhio not form part of the agreement, definitiveieliill be levied as per the definitive anti-
dumping and anti-subsidy Regulations that wereiphbtl on December 5, 2013. Finally, it should biedohat wafers have been excluded
from the scope of both the anti-dumping and anisgly measures.

It is also possible that other AD or CVD or oth@piort restrictive proceedings may be initiatedtimeo jurisdictions. For example, in
November 2012, India initiated AD investigationsagt solar cell imported from China, the Unitedt&¢, Malaysia and Taiwan. We can
guarantee that the proceeding will be determinemlimfavor. In addition, if such proceedings wenecessfully pursued in jurisdictions where
we export the majority of our products, our busiméimancial condition and results of operationd prospects could be materially and
adversely affected. Violations of laws of AD and @¥¢an result in significant additional duties impdn exports of our products into these
countries, which could increase our costs of adgegdsture additional markets.

On July 18, 2013, the Ministry of Commerce of PetgpRepublic of China, or MOFCOM, issued a preliamnruling imposing
provisionary anti-dumping duties commencing on R4y2013 and ending on January 19, 2014, andrureda 20, 2014, a final ruling
imposing antidumping duties, commencing on January 20, 2014geamain importers of solar grade polysilicon pradifcom the United State
and South Korea, based on its determination ofitteping margin of the relevant original manufactuén September 16, 2013, MOFCOM
issued a preliminary ruling imposing provisionapuntervailing duties,
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commencing on September 20, 2013 and ending oradat@, 2014, and on January 20, 2014, a finahguilinposing countervailing duties
commencing on January 20, 2014 on certain impodiesslar grade polysilicon products from the Udi&tates, based on its determination of
the ad valorem subsidy rate of the relevant origim@nufacturer. MOFCOM has also investigated impgsinti-dumping and anti-subsidy
investigations on certain importers of solar gradiysilicon products from the European Union, amma October 31, 2013, MOFCOM extenc
the deadline of the investigation to May 1, 201A4.January 24, 2014, MOFCOM issued a preliminaryngavhich determined that the
dumping and subsidies have been found in relati@olar grade polysilicon products from the Eurep@aion, but considering the unique
market situation, MOFCOM decided not to impose mionary antidumping or countervailing duties for the time bei¢hile these tariffs di
not materially increase our cost of production @2, we cannot guarantee that these tariffs willhawve a material and adverse effect in the
future.

In response to increasing trade tensions in tlegnational solar market, we are undertaking effarisvoid or alleviate the impacts from
the present and foreseeable AD and CVD proceedihgsever, we cannot assure you that these effattbevsuccessful due to potential
policy changes or other changes in the activitreb @ractices of the various national trade auttegritesponsible for AD and CVD enforcem

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

The PV market is very competitive. We face compatifrom a number of PV manufacturers, includingnéstic, foreign and
multinational corporations. We believe that thenpippal competitive factors in the markets for otmducts are:

e manufacturing capacit

* power efficiency:

» product offerings and quality of produc

* price;

» strength of supply chain and distribution netwtc
» aftel-sales services; ar

» brand name recognitio

Our competitors include domestic companies ownezbotrolled by PRC persons or entities, who maynbee competitive when
obtaining government support, local financing drestvise expanding in local markets. Many of ourent and potential competitors have
longer operating histories, access to larger custdrases and resources and significantly greateroedies of scale than we do. In particular,
many of our competitors are developing and manufax solar energy products based on new techredabiat may ultimately have costs
similar to, or lower than, our projected costsatitition, our competitors may be able to respondemoickly to changing customer demands
or devote more resources to the development, piomand sales of their products than we can. Furibee, competitors with more diversifi
product offerings may be better positioned to wihd a decline in the demand for PV products. Sehoeir competitors have also become
vertically integrated, with businesses ranging fngpstream silicon wafer manufacturing to solar posystem integration. We have only
recently expanded our business to include solaepeystem integration and we may not have the $ewet of expertise and customer base a:
our competitors, which may affect our ability taceassfully expand this business line. It is possibht new competitors or alliances among
existing competitors could emerge and rapidly aggsignificant market share, which would harm ousibess. For instance, several
semiconductor manufacturers have already annouhegdntention to commence production of PV caltel PV modules. If we fail to
compete successfully, our business would suffeveadhay lose or be unable to gain market shareanéinancial condition and results of
operations would be materially and adversely affé.ct
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In addition, the PV market in general competes witter sources of renewable energy as well as cdioval power generation. If prices
for conventional and other renewable energy ressudecline, or if these resources enjoy greatéecypsiipport than solar power, the PV
market and our business and prospects could beiaigtand adversely affected.

Our success depends on our ability to respond tpidamarket changes in the PV industry, including loleveloping new technologies and
offering additional products and services.

The PV industry is characterized by rapid changehe diversity and complexity of technologies,darcts and services. In particular, the
ongoing evolution of technological standards resgiproducts with improved features, such as mdigeaft and higher power output and
improved aesthetics. As a result, we expect thawilleeed to develop, or obtain access to, advautéechnologies on a continuous basis in
order for us to respond to competitive market cos and customer demands. In addition, advamcechnologies typically lead to declini
average selling prices for products using oldenrietgies or make our current products less comiypetr obsolete. As a result, the
profitability of any given product, and our overpibfitability, may decrease over time.

In addition, we will need to invest significantdincial resources in research and development totanaiour competitiveness and keep
pace with technological advances in the PV industgwever, commercial acceptance by customerswfpreducts we offer may not occur at
the rate or level expected, and we may not betatdaccessfully adapt existing products to effedyivand economically meet customer
demands, thus impairing the return from our investts. We may also be required under the appliGdideunting standards to recognize a
charge for the impairment of assets to the extenegisting products become uncompetitive or olispler if any new products fail to achieve
commercial acceptance. Any such charge may havaterial adverse effect on our financial conditio aesults of operations.

Moreover, in response to the rapidly evolving ctinds in the PV industry, we started to expandlmsiness downstream to provide
system integration products and services in 20hi &xpansion requires significant investment aadagement attention from us, and we are
likely to face intense competition from companiestthave extensive experience and well-establisbsihesses and customer bases in the
system integration sector. We cannot assure ydwthavill succeed in expanding our business doveasr.

Our ability to successfully implement our downsinelausiness integration is subject to various ragkd uncertainties, including:
e our short history in the new business
» our possible lack of competitiveness in productlitpuand cost structure in the new busines
» the need for additional capital to finance our rfmwiness operations, which may not be availableeasonable terms or at ¢
» the need to recruit additional skilled employeasluding technicians and managers at differenti¢e’

» the need to grant longer credit terms to ostamers and to maintain a higher level of inventoggulting in longer cash conversion
cycles compared with our traditional solar busin

» the need to expand certain warranty liabiliissociated with the solar module business, wahathrranty period for PV modules
lasting for 25 years if determined not to be rem

» the need to accrue warranty from sales of solarutesgdwhich may not be adequate and we may haweto substantial expense
repair or replace defective solar modules in ther&

» the nature of the business model and key sadaetors of our EPC service, which are signifibadifferent from those of our
traditional business in solar product manufactyr
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» potential conflict with our downstream customas a result of our direct competition with thenthie solar module and EPC
businesses; ar

* new risks associated with solar modules, ER@s®=and project development businesses yet fallyeunderstood by the industry
and market

If we are not able to bring quality products and/ees to market in a timely and cost-effective mamand successfully market and sell
these products and services, our ability to coetipenetrating the PV market, as well as our resfiltperations and profitability, will be
materially and adversely affected.

Our future success also depends on our ability taka strategic acquisitions and investments and $tablish and maintain strategic
alliances, and failure to do so could have a matdradverse effect on our market penetration, revengrowth and profitability. In addition,
such strategic acquisitions, alliances and invesmeethemselves entail significant risks that coulthterially and adversely affect ot
business.

We are pursuing expansion into PV system integneg@rvices through our subsidiaries, Hanwha Solar@hanghai) Co., Ltd. and
Hanwha SolarOne Electric Power Engineering Co.,,ladd we may pursue upstream silicon feedstockcsapthrough strategic partnerships
and investments in the future. We may also establistegic alliances with third parties in the iRgfustry to develop new technologies and to
expand our marketing channels. These types ofactioss could require that our management develppréise in new areas, make significant
investments in research and development, managdusiwess relationships and attract new types stbowers. They may also require
significant attention from our management, whichlddave a material adverse effect on our abititynanage our business. We may also
experience difficulties integrating acquisitionglanvestments into our existing business and omerafand retaining key technical and
managerial personnel of acquired companies.

Strategic acquisitions, investments and allianciés third parties may be expensive to implement emald subject us to a number of
risks, including risks associated with sharing pietary information and loss of control of operasahat are material to our business. We may
assume unknown liabilities or other unanticipategngs or circumstances through acquisitions andstments. Moreover, strategic
acquisitions, investments and alliances subjet tise risk of non-performance by a counterpartyiclv may in turn lead to monetary losses
that materially and adversely affect our busin@ssa result, we may not be able to successfullyevsich strategic acquisitions and
investments or to establish strategic allianceh third parties that will be effective or benefidiar our business. Any difficulty we face in this
regard could have a material adverse effect om@uket penetration, results of operations and faiofity.

Problems with product quality or product performaacould result in a decrease in customers and rax@runexpected expenses and los:
market share. In addition, product liability or waanty claims against us could result in adverse fialty and potentially significant
monetary damages.

Prior to 2012, our PV products were typically swith a 2 to 5-year warranty for technical defeaisd a 10 to 12-year limited warranty
against declines of greater than 10%, a 15-yeatelthwarranty against declines of greater than $@&%ur mono PV modules and 11% for our
poly PV modules and a 25-year limited warranty agiileclines of greater than 20%, in their injialver generation capacity. Since January
2012, we started to extend our material and worlghignwarranty for PV modules to 12 years and reptag existing warranty for power
generation capacity with an improved 25-year lingarranty. Under the new 25-year linear warranty,guarantee no less than 97% of the
nominal power generation capacity for our typicalltierystalline PV modules and 96% of the nominaiver generation capacity for our
typical monocrystalline PV modules in the first yaad an annual output degradation of no more tha¥ thereafter. By the end of the 25th
year, the actual power output shall be no less &28a of the nominal power generation capacity. @airanties may be transferred to tr
parties who purchase our PV modules.
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Since our products have been in use for only aivelst short period, our assumptions regardingdbeability and reliability of our
products may not be accurate. In particular, thrfopmance of newly developed products may be eafigdifficult to predict. We consider
various factors when determining the likelihoogodduct defects, including an evaluation of ourliyaontrols, technical analysis, industry
information on comparable companies and our owreegpce. We estimate the amount of our warrantigatibn primarily based on the
results of technical analyses, our historical watyra&laims experience, the warranty accrual prastimf comparable companies, and the
expected failure rate and future costs to senaded products. The results of the technical areysipport the future operational efficiency of
the PV modules at levels significantly above theimum guaranteed levels over the respective wargaetiods. The estimate of warranty
costs is affected by the estimated and actual ptddilure rates, the costs to repair or repladedgproducts and potential service and delivery
costs incurred in correcting a product failure. &hen the considerations above and managemenlity alpid intention to provide repairs,
replacements or refunds for defective productshaxe accrued for warranty costs for the 2 to 12-yearanty against technical defects basec
on 1% of revenue for PV modules. No warranty costw@al has been recorded for the 10-year and 26-4gear warranties for decline from
initial power generation capacity because we deaterdhthe likelihood of claims arising from thesermaaties to be remote based on internal
and external testing of the PV modules and straradity control procedures in the production proc@&sssed on the results of analysis and
technical testing, the revision to our warrantyigoln January 2012 did not have a material eféecour warranty accrual rate. The basis fo
warranty accrual will be reviewed periodically béiem actual experience.

As of December 31, 2011, our accrued warranty dosiéed RMB162.1 million for the 3 toear warranty against technical and mat
defects, and as of December 31, 2012 and 2013dd®MB177.9 million and RMB181.4 million (US$30x@llion) for the 5 to 12-year
warranty against technical and material defectpeetively.

If our PV modules fail to perform to the standaofishe performance guarantee, we could incur sabiataexpenses and substantial cash
outlays to repair, replace or provide refunds far inder-performing products, which could negagiwelpact our overall cash position. In
addition, we may also suffer increased accounsivables, as customers in certain circumstanceseeab accept and pay for defective
products. Any increase in the defect rate of oodpcts would increase the amount of our warranggscand we may not have adequate
warranty provision to cover such warranty costsicivlwould have a negative impact on our resultsparations.

In addition, we purchase silicowlated materials and other components that wénuser products from third parties. Unlike PV moelsl
which are subject to certain uniform internatiosi@ndards, silicon-related materials generally atchave uniform international standards, and
it is often difficult to determine whether prodwlefects are caused by defects in silicon, silicafews or other components of our products or
caused by other reasons. Even assuming that odu@rdefects are caused by defects in raw matewalsnay not be able to recover our
warranty costs from our suppliers because the aggets we entered into with our suppliers typicatiyitain no or only limited warranties. The
possibility of future product failures could causeto incur substantial expense to provide refumdssolve disputes with regard to warranty
claims through litigation, arbitration or other mesaor damage our market reputation and causeates ®© decline.

As with other PV product manufacturers, we are egpdo risks associated with product liability oiaiif the use of the PV products we
sell results in injury, death or damage to propafe cannot predict whether product liability claimill be brought against us in the future or
the effect of any resulting negative publicity amr business. See “—We have limited insurance caeeaand may incur losses resulting from
product liability claims or business interruptiohs.
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If PV technology is not suitable for widespread gution, or sufficient demand for PV products doestrievelop or takes longer to devel
than we anticipated, our sales may not continudriorease or may even decline, and our revenue andfipability would be reduced.

The PV market is at a relatively early stage ofalegment and the extent to which PV products véllidely adopted is uncertain.
Furthermore, market data in the PV industry areasateadily available as those in other more astadd industries, where trends can be
assessed more reliably from data gathered overgetgeriod of time. If PV technology, in particuthe type of PV technology that we have
adopted, proves unsuitable for widespread adojtighdemand for PV products fails to develop stiéfntly, we may not be able to grow our
business or generate sufficient revenue to betpldé. In addition, demand for PV products in argeted markets, including China, may not
develop or may develop to a lesser extent thanntieipated. Many factors may affect the viabilitivadespread adoption of PV technology
and demand 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 compai@donventional and other n-solar energy sources and produ

« availability of government subsidies and inoegg to support the development of the PV industrgther energy resource
industries;

» success of other alternative energy generatiomt#obies, such as fuel cells, wind power and biay

» fluctuations in economic and market condititinet affect the viability of conventional and naoles alternative energy sources,
such as increases or decreases in the pricesariaibther fossil fuels

» capital expenditures by end users of PV produdisciwtend to decrease when the overall economysstiiwwn; anc

» deregulation of the electric power industry andiheader energy industr

One of our existing shareholders has substantiafli'ence over our company and its interests may abtays be aligned with the interests
our other shareholders.

Hanwha Solar owns approximately 48.6% of our outditeg share capital, as of December 31, 2013. Batdo a shareholder agreement
between Hanwha Solar and our company dated Septel@p2010, as amended on November 12, 2013, HaB®olza has the right to
nominate directors to the board according to a fdanbhased on its share ownership in the companyetwdmajor corporate actions. Hanwha
Solar has substantial influence over our businashkjding decisions regarding mergers, consolidetiand the sale of all or substantially all of
our assets, election of directors and other sicgnifi corporate actions. This concentration of osmermay discourage, delay or 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 ©
our company and might reduce the price of the ADx$addition, without the consent of Hanwha Sole,could be prevented from entering
into transactions that could be beneficial to usntha Solar may cause us to take actions thatguesed by other shareholders as its interesi
may differ from those of other shareholders. Han@haup, a company that controls Hanwha Solar, lsésoseveral subsidiaries in the solar
industry, some of which are our key customers. \&gedd to a certain extent on the support of Har@doaip. For example, entities of Hanv
Group are our existing customers and we may alsceaaw materials from entities of Hanwha Groughim future. If Hanwha Group reduces
its shareholding in our company or chooses to aeregources to other priorities, such as other emmag in which it holds interests, including
other companies in the solar industry, for any@aand not to us, our results of operations coelddiversely affected. How Hanwha Group
positions our company among its subsidiaries ahdrahvestments could have a material impact orr@sults of operations. Hanwha Group’s
strategic plan involving our company may not alwhgsligned with the interests of our other shaddrs. Additionally, Hanwha Group could
increase its ownership in us above 50%, which wauddte it our majority shareholder, and could trigggurchase obligations under certail
our indebtedness.
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Existing regulations and policies governing the etecity utility industry, as well as changes togelations and policies affecting P'
products, may adversely affect demand for our prothuand materially reduce our revenue and profi

The electric utility industry is subject to extersiregulation, and the market for PV products svilg influenced by these regulations as
well as the policies promulgated by electric ught These regulations and policies often affemtteicity pricing and technical interconnection
of enduser power generation. As the market for solarathdr alternative energy sources continues to eythese regulations and policies
being modified and may continue to be modified.tGoeer purchases of, or further investment in redeand development of, solar and other
alternative energy sources may be significantlga#d by these regulations and policies, whichdsignificantly reduce demand for our
products and materially reduce our revenue andtprof

Moreover, we expect that our PV products and tinsiiallation will be subject to oversight and regidn in accordance with national and
local ordinances relating to building codes, safetywironmental protection, utility interconnectiand metering and related matters in various
countries. We also have to comply with the requésts of individual localities and design equipm@antomply with varying standards
applicable in the jurisdictions where we conducdtibass. Any new government regulations or utilityigies pertaining to our PV products v
result in significant additional expenses to us,distributors and end users and, as a resultdamause a significant reduction in demand for
our PV products, as well as materially and advgra#ect our financial condition and results of cgt@ns.

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

Some of our products are used for “off-grid” saaergy applications in developed and developinghtas, where solar energy is
provided to end users independent of an electricatysmission grid. In some countries, governmgehaies and the private sector have, from
time to time, provided subsidies or financing oafprred terms for rural electrification programse W&lieve that the availability of financing
could have a significant effect on the level oksabf offgrid solar energy applications, particularly in d®ping countries where users may
have sufficient resources or credit to otherwisguae PV systems. If existing subsidies or finaggmograms for off-grid solar energy
applications are eliminated or if financing becormexcessible, the growth of the market for offdggblar energy applications may be
materially and adversely affected, which may causgesales to decline.

Ouir failure to protect our intellectual property ghts may undermine our competitive position, antigation to protect our intellectual
property rights may be costl

We rely primarily on patents, trademarks, tradeetsccopyrights and other contractual restrictimngrotect our intellectual property.
Nevertheless, these afford only limited protecthoil the actions we take to protect our intellegowaperty rights may not be adequate
particular, implementation of PRC intellectual pedy-related laws has historically been lackingmarily because of ambiguities in the PRC
laws and difficulties in enforcement. Accordingigtellectual property rights and confidentialityopections in China may not be as effective a:
in the United States or other countries. Policinguthorized use of our proprietary technologieshmdifficult and expensive. In addition,
litigation may be necessary to enforce our intéllacproperty rights, protect our trade secretdedermine the validity and scope of the
proprietary rights of others. We also cannot asgatethat the outcome of any such litigation wolddin our favor. An adverse determination
in any such litigation will impair our intellectuploperty rights and may harm our business, prasew reputation. Furthermore, any such
litigation may be costly and may divert managenatgntion away from our business as well as requdr® expend other resources. We have
no insurance coverage against litigation costsvemad have to bear all costs arising from suclydition to the extent we are unable to recovel
them from other parties. The occurrence of anfhefforegoing could have a material adverse effeadw business, financial condition and
results of operations.
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We may be exposed to infringement or misappropgoattlaims by third parties, particularly in jurisditions outside China which, if
determined adversely against us, could disrupt duisiness and subject us to significant liability toird parties, as well as have a material
adverse effect on our financial condition and ressilof operations.

Our success depends, in large part, on our abdliise and develop our technologies and know-haoart infringing the intellectual
property rights of third parties. As we continuamarket and sell our products internationally, asditigation becomes more common in the
PRC, we face a higher risk of being the subjedaiis for intellectual property infringement, aslixas having indemnification relating to
other partiesproprietary rights held to be invalid. Our currentpotential competitors, many of which have sufitsresources and have mi
substantial investments in competing technologies; have or may obtain patents that will preventitlor interfere with our ability to make,
use or sell our products in the European UnionPIRE or other countries. The validity and scopel@aims relating to PV technology patents
involve complex, scientific, legal and factual qu@ss and analysis and, therefore, may be hightettain. In addition, the defense of
intellectual property claims, including patent inffement suits, and related legal and adminisegiroceedings can be both costly and time
consuming, and may significantly divert the effatsl resources of our technical and managemerampees Furthermore, an adverse
determination in any such litigation or proceediogvhich we may become a party could cause us to:

e pay damage award

» seek licenses from third partie
* pay ongoing royalties

e 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 defer
or limiting their purchase or use of our produgihjch could have a material adverse effect on manicial condition and results of operations.

We may not be able to obtain sufficient patent gration on the technologies embodied in the PV protiuwe currently manufacture and
sell, which could reduce our competitiveness andrigase our expense

Although we rely primarily on trade secret laws @odtractual restrictions to protect the technasgdn the PV cells and PV modules we
currently manufacture and sell, our success arlityatoi compete in the future may also depend sigaificant degree on obtaining patent
protection for our proprietary technologies. Asted date of this annual report, we had 52 issuéehtmand 18 pending patent applications in
the PRC.

We do not have, and have not applied for, any rniafeatents for our proprietary technologies owgdite PRC. As the protections
afforded by our patents are effective only in tiRCP our competitors and other companies may indigretty develop substantially equivalent
technologies or otherwise gain access to our petgpw technologies, and obtain patents for sudimigogies in other jurisdictions, including
the countries in which we sell our products. Momwur patent applications in the PRC may notltésissued patents, and even if they do
result in issued patents, the patents may not blauas of the scope we seek. In addition, any dgatents may be challenged, invalidated or
declared unenforceable. As a result, our presahfignre patents may provide only limited protectfor our technologies, and may not be
sufficient to provide competitive advantages to us.

We depend on our key personnel, and our businesd growth may be severely disrupted if we lose ttsgirvices or fail to recruit new
qualified personnel.

Our future success depends substantially on thiéncad services of some of our directors and keycatives. If we lose the services of
one or more of our current directors and execuifieers, we may not be
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able to replace them readily, if at all, with sbitaor qualified candidates, and may incur add@ldgime and expenses to recruit, retain and
integrate new directors and officers, particuldhlgse with a significant mix of both internatiomad China-based PV industry experience
similar to our current directors and officers, whiaould severely disrupt our business and growtladdition, if any of our directors or
executives joins a competitor or forms a competiognpany, we may lose some of our customers. Eatifeaxecutive officers has entered
into an employment agreement with us, which costaonfidentiality and non-competition provisionvever, if any disputes arise between
these directors or executive officers and us, fitoisclear the extent to which any of these agreésneould be enforced outside of the United
States, where most of these directors and execofficers reside and hold some of their assetgiqudairly in light of uncertainties associated
with the PRC legal system. See “—Risks Relateddm@® Business in China—Uncertainties with respedhe PRC legal system could have a
material adverse effect on us.” Furthermore, agxpect to continue to expand our operations andldpwnew products, we will need to
continue attracting and retaining experienced mamegnt and key research and development personnel.

Competition for personnel in the PV industry in @his intense, and the availability of suitable godlified candidates is limited. In
particular, we compete to attract and retain gigalifesearch and development personnel with otfidefhnology companies, universities and
research institutions. Competition for these indlirls could cause us to offer higher compensationother benefits in order to attract and
retain them, which could have a material adverfecebn our financial condition and results of gigms. We may also be unable to attract or
retain the personnel necessary to achieve our égsiobjectives, and any failure in this regardadeelerely disrupt our business and growth.

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

The SEC, as required by Section 404 of the Sarb@méy Act of 2002, or the Sarbanes-Oxley Act, addrules requiring most public
companies to include a management report on sutpaoy’s internal control over financial reportingiis annual report, which contains
management’s assessment of the effectiveness obthpanys internal control over financial reporting. In &duh, when a company meets |
SEC'’s criteria, an independent registered publomanting firm must report on the effectivenesshef tcompanys internal control over financi
reporting.

Our management and independent registered puldauating firm have concluded that our internal coinbver financial reporting as of
December 31, 2013 was effective. However, we caassiire you that in the future our management oinoependent registered public
accounting firm will not identify material weaknessduring the Section 404 of the Sarbanes-OxleyaAdit process or for other reasons. In
addition, because of the inherent limitations ¢€inal control over financial reporting, includittte possibility of collusion or improper
management override of controls, material misstatémdue to error or fraud may not be preventaedktected on a timely basis. As a result, if
we fail to maintain effective internal control oiarancial reporting or should we be unable to preéwor detect material misstatements due to
error or fraud on a timely basis, investors cookEl confidence in the reliability of our financs&htements, which in turn could harm our
business, results of operations and negatively ¢tnihe market price of the ADSs, and harm our ragrt. Furthermore, we have incurred and
expected to continue to incur considerable cosist@amise significant management time and othemuress in an effort to comply with
Section 404 and other requirements of the Sarb@mé=y Act.

We have limited insurance coverage and may incusdes resulting from business interruptions or praddiability claims.

We are subject to risk of explosion and fires, ighlly flammable gases, such as silane and nitrogenare generated in our
manufacturing processes. While we have not expesito date any major explosion or fire, the rizs&sociated with these gases cannot be
completely eliminated. In addition, natural disestguch as floods or earthquakes, or other unpatiil catastrophic events, including power
interruption, telecommunications
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failures, equipment failures, explosions, firegdk-ins, terrorist attacks or acts of war, coudphgicantly disrupt our ability to manufacture our
products and to operate our business. If any opoaaluction facilities or material equipment weseekperience any significant damage or
downtime, we might be unable to meet our produdi@mgets and our business could suffer. Althougthaxe obtained business interruption
insurance, it may not be able to fully cover lossmssed by the business interruption because kagsingrruption insurance available in China
offers limited coverage compared to that offerechamy other countries.

We are also exposed to risks associated with ptdiddsdlity claims in the event that the use of #¥ products we sell results in injury,
death or damage to property. Due to limited histréxperience, we are unable to predict whethaaymt liability claims will be brought
against us in the future or the effect of any r@sgladverse publicity on our business. Moreover,only have limited product liability
insurance and may not have adequate resourcessiy sgjudgment in the event of a successful clagainst us. The successful assertion of
product liability claims against us could resulpimtentially significant monetary damages and nequs to make significant payments, which
could materially and adversely affect our businéaancial condition and results of operations.

Any environmental claims or failure to comply withny present or future environmental regulations magquire us to spend addition:
funds and may materially and adversely affect oumdncial condition and results of operation:

We are subject to a variety of laws and regulatietegting to the use, storage, discharge and didpdshemical by products of, and
water used in, our manufacturing operations anelaresi and development activities, including toxaatile and otherwise hazardous
chemicals and wastes. As of the date of this armeyairt, we are still in the process of obtainiegt@in necessary environmental licenses and
approvals for our factories. Although we have nofesed material environmental claims in the p&sture to comply with any present or
future regulations could result in the assessmiedémages or imposition of fines against us, susiparof production or a cessation of our
operations. New regulations could also requireouscjuire costly equipment or to incur other sigaifit expenses. Any failure by us to control
the use of, or to adequately restrict the dischafgbazardous substances could subject us to fdtgrsignificant monetary damages and fii
or suspension of our business, as well as our ¢éinhoondition and results of operations.

The use of certain hazardous substances, suchdsnevarious products is also coming under irgirggdy stringent governmental
regulation. Increased environmental regulatiorhia &rea could adversely impact the manufacturesatedof solar modules that contain lead
and could require us to make unanticipated envienmtal expenditures. For example, the European URigective 2002/96/EC on Waste
Electrical and Electronic Equipment, or the WEEEebtive, requires manufacturers of certain eleatdnd electronic equipment to be
financially responsible for the collection, recydi treatment and disposal of specified producsqd on the market in the European Union. It
addition, European Union Directive 2002/95/EC oa testriction of the use of Hazardous Substancekeatrical and electronic equipment, or
the RoHS Directive, restricts the use of certaimandous substances, including lead, in specifiedymts. Other jurisdictions are considering
adopting similar legislation. Currently, we are nequired under the WEEE or RoHS Directives toeatt|lrecycle or dispose any of our
products. However, the Directives allow for futamendments subjecting additional products to thediives’ requirements. If, in the future,
our PV products become subject to such requirememtsnay be required to apply for an exemptiomvdfwere unable to obtain an exempti
we would be required to redesign our PV productriter to continue to offer them for sale withie tiuropean Union, which would be
impractical. Failure to comply with the Directivesuld result in fines and penalties, inability &l ®ur PV products in the European Union,
competitive disadvantages and loss of net salesf ahich could have a material adverse effecbanbusiness, financial condition and results
of operations.
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Our business benefits from certain PRC governmemténtives. Expiration of, or changes to, these intiges could have a material adverse
effect on our results of operations.

On March 16, 2007, the PRC government promulgdted_aw of the People’s Republic of China on thesEgrise Income Tax, or the
EIT, which took effect on January 1, 2008. Under BiT, domestically owned enterprises and foreigrested enterprises, or FIES, are subjec
to a uniform tax rate of 25%. While the EIT equasizhe tax rates for FIEs and domestically ownéerprises, preferential tax treatment
continues to be granted to companies in certaiowaged sectors, and entities classified as “highreew technology enterprises” are entitled
to a 15% EIT rate, whether domestically owned gmiees or FIEs. The EIT also provided a five-yeansition period starting from its
effective date for those enterprises which weraldished before the promulgation date of the EI@ which were entitled to a preferential
lower tax rate or tax holiday under the then effectax laws or regulations. The tax rate of suctesrises transitioned to the uniform tax rate
within a five-year transition period and the taithy, which was enjoyed by such enterprises betoeeeffective date of the EIT, continued to
be enjoyed until the end of the holiday. SolarOm#o@g was approved to be qualified as a “high aad technology enterpris&h October 2:
2008. The “high and new technology enterprise’ustég valid for a period of three years from theeda issuance of the certificate and is
subject to an annual self-review process wheréioyma is submitted to relevant tax authority for egyal to use a beneficial income tax rate. If
there are significant changes in the business tipesa manufacturing technologies or other criténit cause the enterprise to no longer meet
the criteria as a “high and new technology entsggtisuch status will be terminated from the ydaugh change. The “high and new
technology enterprise” status of SolarOne Qidong reaewed and approved in October 2011. If Solai@ideng fails to qualify as a “high
and new technology enterprise” in future periods,income tax expenses would increase, which coaled a material and adverse effect on
our net income and results of operations.

Any reduction or elimination of the preferentiak teeatments currently enjoyed by us may signifiaimcrease our income tax expense
and materially reduce our net income, which cowadeha material adverse effect on our financial @@mrand results of operations.

Under the EIT, we may be classified as a “Resid&mterprise” of the PRC. Such classification woultkely result in negative tax
consequences to us and could result in negativedarsequences to our non-PRC shareholders and AD&lérs.

Under the EIT, enterprises established under thie &f non-PRC jurisdictions but whose “de facto agement body” is located in the
PRC are considered “resident enterprises” for Pa(trrposes and are subject to the EIT. Accordirthe Implementation Regulations for the
EIT of the PRC issued by the State Council on Ddeerg, 2007, a de facto management body is defiseah establishment that exerts
substantial and comprehensive management and tom&othe business operations, staff, accountisgets and other aspects of the enter,
Since substantially all of our management is culydrased in the PRC, and may remain in the PRiiérforeseeable future, it is likely that we
will be regarded as a “resident enterprise” orrigtshterpretation of the EIT and its ImplementatiRegulations. As of December 31, 2013, wi
recorded unrecognized tax benefits of RMB143.5iaml(US$23.7 million), of which RMB27.4 million (8.5 million) was recorded becat
based on our judgment, we may be deemed as a RREstdent pursuant to the EIT. If Hanwha Solar@oe Ltd., our holding company, or
any of its non-PRC subsidiaries is treated as sidemt enterprisefor PRC tax purposes, Hanwha SolarOne or suchdiabgiwill be subject t
PRC income tax on worldwide income at a uniformrabe of 25%, which would have a material adveffeton our financial condition and
results of operations.

In addition, although the EIT provides that dividdncome payments between qualified “resident @niszs”are exempted from the 1(
withholding tax, it is not clear whether we will bensidered as a qualified “resident enterprisefeurthe EIT. If we are considered a “non-
resident enterprise,” dividends paid to us by alosgdiaries in the PRC (through our holding compstnycture), if any, may be subject to the
10% withholding tax. If we are deemed by the PRCatiathorities to be a “resident enterprise” andatecdividends, under the existing
Implementation Regulations of the EIT, dividend&lgday us to our shareholders and ADS
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holders, which are “non-resident enterprises” amaakt have an establishment or place of businedgiPRC, or which have such an
establishment or place of business but the relemantme is not effectively connected with the elishinent or place of business, might be
subject to PRC withholding tax at 10% or a loweaty rate.

Similarly, any gain realized on the transfer of AD@& shares by non-PRC investors which are “noitieas enterprises” is also subject to
PRC withholding income tax at 10% or a lower treatte if such gain is regarded as income deriveh fsources within the PRC.

According to the Law of the People’s Republic ofirizhon the Individual Income Tax, or the IIT, aseamded, PRC income tax at the rate
of 20% is applicable to dividends payable to indixal investors if such dividends are regarded esne derived from sources within the PRC.
Similarly, any gain realized on the transfer of AD®& ordinary shares by individual investors i®asbject to PRC tax at 20% if such gain is
regarded as income derived from sources withirPIRE. If we are deemed by the PRC tax authorities“assident enterprise,” the dividends
we pay to our individual investors with respecbto ordinary shares or ADSs, or the gain the irtlial investors may realize from the transfer
of our ordinary shares or ADSs, might be treatemhesme derived from sources within the PRC anduigect to PRC tax at 20% or a lower
treaty rate.

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

Our financial statements are expressed in, andumational currency is Renminbi. The change in eadfithe Renminbi against the U.S.
dollar, Euro, Japanese Yen and other currencigfdsted by, among other things, changes in Chipaliical and economic conditions. On
July 21, 2005, the PRC government changed its @saladoolicy of pegging the value of the Renminbthe U.S. dollar. Under the new poli
the Renminbi is permitted to fluctuate within anoar and managed band against a basket of certagigfocurrencies. This change in policy
has resulted in appreciation of the Renminbi agaliresU.S. dollar. The PRC government may decidsdtupt an even more flexible currency
policy in the future, which could result in a fuethand more significant appreciation of the Reninagainst the U.S. dollar. An appreciation of
the Renminbi relative to other foreign currenciesld decrease the per unit revenue generated ftorimternational sales. If we increased our
pricing to compensate for the reduced purchasimgepof foreign currencies, we may decrease the etaxdmpetitiveness, on a price basis, of
our products. This could result in a decrease mmernational sales and materially and adveraéflyct our business.

A substantial portion of our sales is denominated iS. dollars, Euros and Japanese Yen, while stantial portion of our costs and
expenses is denominated in Renminbi. As a resdtrévaluation of the Renminbi starting in July 20@s increased, and further revaluations
could further increase, our costs. The value o, amy dividends payable on, the ADSs in foreigrmrenty terms will also be affected.
Conversely, if we decide to convert our Renminko it.S. dollars for the purpose of making payméntslividends on our ordinary shares or
ADSs or for other business purposes, an appreniafithe U.S. dollar against the Renminbi wouldéawnegative effect on the U.S. dollar
amount available to us.

Fluctuations in exchange rates, particularly amthvegU.S. dollar, Renminbi, Euro and Japanese Yea,adfect our gross and net profit
margins and could result in fluctuations in fore@thange and operating gains and losses. We @ttnet foreign currency losses of RMB4.0
million in 2011, gains of RMB8.9 million and RMB4Bmillion (US$7.2 million) in 2012 and 2013. In fiaular, a substantial portion of our
net revenues is currently denominated in EuroxeSivecember 2009, the Euro has fluctuated sigmifizaA depreciation of the Euro may a
have a negative impact on the selling prices ofpzaducts in Renminbi terms. We cannot predictitiygact of future exchange rate
fluctuations on our financial condition and resaf®perations, and we may incur net foreign curydosses in the future.
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While we have entered into economic hedging traiwasto minimize the impact of short-term foreurrency fluctuations on our
revenues that are denominated in a currency dtlaerRenminbi, the effectiveness of these transatioay be limited and we may not be able
to successfully hedge all of our exposure.

Our estimates of future revenues that are denoednatforeign currencies may not be accurate, wbiahd result in foreign exchange
losses. Any default by the counterparties to thesesactions could also adversely affect our firgreondition and results of operations. In
addition, our foreign currency exchange losses beagnagnified by PRC exchange control regulatioas tbstrict our ability to convert
Renminbi into foreign currencies.

Risks Related to Doing Business in China

Adverse changes in political and economic policaghe PRC government could have a material advesffect on the overall econom
growth of China, which could reduce the demand four products and materially and adversely affectraxompetitive position

Substantially all of our operations are conducte@lina and some of our sales are made in Chingordingly, our business, financial
condition, results of operations and prospectafiexted significantly by economic, political arejal developments in China. The PRC
economy differs from the economies of most devedogm.intries 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, keatgrgphically and among varic
sectors of the economy. The PRC government haemwmited various measures to encourage economitigama guide the allocation of
resources. Some of these measures benefit thelld®B@ economy, but may also have a negative etfeeis. For example, our financial
condition and results of operations may be adveis#bcted by government control over capital ine=nts or changes in tax regulations that
are applicable to us.

The PRC economy has been transitioning from a pldmeonomy to a more market-oriented economy. Aihadhe PRC government
has in recent years implemented measures emplg#isrutilization of market forces for economicamei, the reduction of state ownership of
productive assets and the establishment of sounibiade governance in business enterprises, aasuiadtportion of the productive assets in
China is still owned by the PRC government. Thetiooied control of these assets and other aspeti® afational economy by the PRC
government could materially and adversely affectlusiness. The PRC government also exercisedisagti control over economic growth in
China through the allocation of resources, contrglpayment of foreign currency-denominated oblaat, setting monetary policy and
providing preferential treatment to particular istties or companies. Efforts by the PRC governrteestow the pace of growth of the PRC
economy could result in decreased capital experadiiy solar energy users, which in turn could reddemand for our products.

Any adverse change in the economic conditions @egoment policies in China could have a materiaksse effect on the overall
economic growth and the level of renewable enemggstments and expenditures in China, which in tould lead to a reduction in demand
for our products and consequently have a matedigdide effect on our business and prospects. ticplar, the PRC government has, in recen
years, promulgated certain laws and regulationsi@tidted certain governme-sponsored programs to encourage the
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utilization of new forms of energy, including sokarergy. We cannot assure you that the implementafithese laws, regulations and
government programs will be beneficial to us. Intipalar, any adverse change in the PRC governmguticies towards the PV industry may
have a material adverse effect on our operatiomgefisas on our plans to expand our business iatendtream system integration services.

We face uncertainty with respect to the implemeidatof the PV Manufacturing Industry QualificationStandards.

On July 4, 2013, the China’s State Council isstredSeveral Opinions on Promoting the Healthy Dgyelent of the PV Industry,
regulating the PV industry in China. In additiom, 8eptember 16, 2013, the Ministry of Industry &afdrmation Technology of the PRC, or
MIIT, issued the PV Manufacturing Industry Qualiftion Standards, which became effective as of @ctab, 2013. The MIIT standards
outline certain requirements for PV manufacturar€hina, aiming to reduce the overcapacity of potida and promote the healthy
development of the industry. For example, the Mitdndards provide detailed requirements for produatity and energy consumption and
require that PV manufacturers invest no less tlRaroBtheir annual total sales, and at least a mininof RMB10 million, in their research and
development activities and technology upgrades gaah New manufactures which fail to comply witle relevant requirements under the
MIIT standards will not be approved for investmdmtisting manufacturers which fail to comply witietrelevant requirements will not be
entitled to enjoy certain government preferent@iqgies, such as the export tax rebate and domfessincial subsidies.

We believe we have materially complied with theldigcation requirements under the MIIT standardewiéver, as the MIIT standards
are relatively new, there is uncertainty as to lsosh standards would be implemented and enforceleoWIIT and how they would affect
China’s PV industry or us. If we fail to comply Withe MIIT standards, such as the capital experalitequirement on research and
development activities and technology upgradescaudd lose certain government benefits, such asxpert tax rebate and domestic financia
subsidies, which could have an adverse effect ofosiness, financial condition and results of afiens.

On October 11, 2013, the MIIT issued the Tentalilemsures for Management of the Qualification Palilim of the PV Manufacturing
Industry. Under the tentative measures, a PV matwufer meeting the industry qualification standaetyuired by the MIIT may apply for pre-
review of its qualification status by the proviriagaunterpart of the MIIT, which, upon completiohits pre-review, will submit the application
to the MIIT for final review and certification. Upcahe certification by the MIIT, the PV manufactuvéll be published as a “Qualified PV
Manufacturing Enterprise” periodically. A qualifi@V manufacturing enterprise can also be disqedlifind delisted from qualification
publication by the MIIT in the event that the eptése no longer complies with the MIIT standards. @ecember 30, 2013, SolarOne Qidong
was certified by the MIIT as a “Qualified PV Manuafaring Enterprise”.

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

We conduct substantially all of our business thtoagr operating subsidiary in the PRC, SolarOneo@id a Chinese wholly foreign-
owned enterprise. SolarOne Qidong is generallyesuithp laws and regulations applicable to forefgrestment in China and, in particular, l
applicable to wholly foreign-owned enterprises. BRC legal system is based on written statutespéadcourt decisions may be cited for
reference but have limited precedential value. &it&79, PRC legislation and regulations have sgmfly enhanced the protections afforded
to various forms of foreign investments in Chinaviéver, since these laws and regulations are velgthew and the PRC legal system
continues to rapidly evolve, the interpretationsnainy laws, regulations and rules are not alway®um and enforcement of these laws,
regulations and rules involve uncertainties, whitdy limit legal protections available to us. In gidd, any litigation in China may be
protracted and result in substantial costs andrsiiwe of resources and management attention.
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Limitations on the ability of our operating subsidiy to pay dividends or other distributions to usutd have a material adverse effect on ¢
ability to conduct our business.

We are a holding company and conduct substanadlllyf our business through our operating subsjdi@plarOne Qidong, which is a
limited liability company established in China. Ti@yment of dividends by entities organized imnf, China is subject to limitations. In
particular, regulations in the PRC currently perpaiyment of dividends only out of accumulated pisadis determined in accordance with PRC
accounting standards and regulations. SolarOnerQi@oalso required to set aside at least 10%s@rihual after-tax profit based on PRC
accounting standards each year to its generaivesentil the accumulative amount of such resergashes 50% of its registered capital. Tl
reserves are not distributable as cash dividemdsddlition, SolarOne Qidong is required to allo@frtion of its after-tax profit to its staff
welfare and bonus fund at the discretion of itsrdad directors. Moreover, if SolarOne Qidong iredebt on its own behalf in the future, the
instruments governing the debt may restrict itéitgdo pay dividends or make other distributionaus.

Restrictions on currency exchange may limit our &ty to receive and use our revenue effective

A portion of our revenue and a substantial portbour expenses are denominated in Renminbi. TheriRei is currently convertible
under the “current account,” which includes dividsntrade and service-related foreign exchangsaions, but not under the “capital
account,” which includes foreign direct investmantl loans. Currently, SolarOne Qidong may purcf@ségn currencies for settlement of
current account transactions, including paymentivaéiends to us, without the approval of the Stadeninistration of Foreign Exchange, or
SAFE. However, the relevant PRC government auileerihay limit or eliminate our ability to purcha®eeign currencies in the future. Since a
significant amount of our future revenue will bendminated in Renminbi, any existing and futurerieions on currency exchange may limit
our ability to utilize revenue generated in Renmiolfund our business activities outside China Hra denominated in foreign currencies.

Foreign exchange transactions by SolarOne Qidodgruthe capital account continue to be subjecigtoificant foreign exchange
controls and require the approval of or need téstegwith PRC governmental authorities, includB§FE. In particular, if SolarOne Qidong
borrows foreign currency loans from us or otheefon lenders, these loans must be registered WifFESand if we finance SolarOne Qidong
by means of additional capital contributions, theapital contributions must be approved by cergmimernment authorities, including the
National Development and Reform Commission, oNBRC, the Ministry of Commerce or their respectiveal counterparts. The:
limitations could affect the ability of SolarOned@ng to obtain foreign exchange through debt oitedimancing.

PRC regulations relating to the establishment ofgtfore special purpose companies by PRC residerdy subject our PRC residel
shareholders to personal liability and limit our @ity to acquire PRC companies or to inject capitatto our PRC subsidiary, limit our PR(
subsidiary's ability to distribute profits to us, or otherwésmaterially 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 the competent local SAFRch before establishing or controlling any comypautside of China, referred to as an
“offshore special purpose company,” for the purpaoisacquiring any assets of or equity interestRCRcompanies and raising fund from
overseas. In addition, any PRC resident that istttaeeholder of an offshore special purpose comargquired to amend its SAFE
registration with the local SAFE branch, with resipe that offshore special purpose company in ection with any increase or decrease of
capital, transfer of shares, merger, division, ggmvestment or creation of any security intex@gtr any assets located in China. If any PRC
shareholder of any offshore special purpose comfsilsyto make the required SAFE registration amgadment, the PRC subsidiaries of that
offshore special purpose company may be prohilfited distributing their profits and proceeds fronyaeduction in capital, share transfer or
liquidation to the offshore special purpose compangreover, failure to comply with the SAFE reg&ton and amendment requirements
described above could result in liability under PRR®s for
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evasion of applicable foreign exchange restricti@ws current beneficial owners who are PRC redglkave registered with the local SAFE
branch as required under the SAFE notice. Therfaibfithese beneficial owners to amend their SAdtistrations in a timely manner pursuant
to the SAFE notice or the failure of future beniafiowners of our company who are PRC resident®toply with the registration procedures
set forth in the SAFE notice may subject such beiafowners to fines and legal sanctions and nisy @sult in a restriction on our PRC
subsidiary’s ability to distribute profits to us atherwise materially and adversely affect our bess. In addition, the NDRC promulgated a
rule in October 2004, or the NDRC Rule, requirivgizeas investment projects made by PRC entitibe pproved by NDRC. The NDRC
Rule also sets out the approval procedures forseasrinvestment projects of PRC individuals. Howawecertainties in terms of interpretati
of the NDRC Rule with respect to its applicatiorat®RC individual's overseas investment remain,ianactice, we are not aware of any
precedents that a PRC individusabverseas investment has been approved by the NiDRI@allenged by the NDRC based on the absenaer
NDRC approval. We cannot predict how and to whatrixthis will affect our business operations dufa strategy. For example, the failure
our shareholders who are PRC individuals to complly the NDRC Rule may subject these persons oP® subsidiary to certain liabilities
under PRC laws, which could adversely affect owgifess.

We face uncertainties with respect to applicatiofitbe Circular on Strengthening the Administrationf Enterprise Income Tax for Share
Transfer of Non-PRC Resident Enterprises.

Pursuant to the Notice on Strengthening Administnabf Enterprise Income Tax for Share Transferdlbp-PRC Resident Enterprises,
or SAT Circular 698, issued by the State Admint&raof Taxation on December 10, 2009 with retroaceffect from January 1, 2008, where
a non-resident enterprise transfers its equityé@sts in a PRC resident enterprise indirectly \$pabking of the equity interests of an overseas
holding company, or an Indirect Transfer, and saa#rseas holding company is located in a tax jigimnh that (i) has an effective tax rate less
than 12.5% or (ii) does not tax foreign incometsfresidents, the foreign investor shall reporhdndlirect Transfer to the competent tax
authority of the PRC resident enterprise. The P&Catithority will examine the true nature of thditact Transfer, and if the tax authority
considers that the foreign investor has adopteabasive arrangement in order to avoid PRC taxilitdisregard the existence of the overseas
holding company and re-characterize the Indireah$fer and, as a result, gains derived from sudindct Transfer may be subject to PRC
withholding tax at the rate of up to 10%. SAT Clem698 also provides that, where a non-PRC retiglatierprise transfers its equity interests
in a PRC resident enterprise to its related pastiesprice lower than the fair market value, #levant tax authority has the power to make a
reasonable adjustment to the taxable gain of #ressiction.

There is uncertainty as to the application of SAfic@ar 698. The relevant PRC authority has notpyemulgated any formal provisions
or formally declared or stated how to calculatedffective tax in a foreign jurisdiction and hovioseign investor shall report to the competent
tax authority an Indirect Transfer. SAT CirculaiB6&ates that it does not apply to purchases es sdistock on a stock exchange. If we
transfer our equity interest in our PRC subsidsadewhen our non-resident investors transfer tigdres, we or our naesident investors m
be taxed under SAT Circular 698 and may be requo@kpend valuable resources to comply with SATE@ar 698 or to establish that we or
our non-resident investors should not be taxed ugdd Circular 698, which may have an adverse éfd@cour financial condition and results
of operations or such non-resident investors’ itmesit in us.

Labor laws in the PRC may adversely affect our réswof operations

On June 29, 2007, the PRC government promulgagetahor Contract Law of the PRC, or the Labor Caxtttaw, which became
effective on January 1, 2008. On December 28, 20#2PRC government promulgated the amendmengetbahor Contract Law, and such
amendment became effective on July 1, 2013. Theil@bntract Law, as amended, imposes greateritiabibn employers and significantly
impacts the cost of an employer’s decision to redtscworkforce. Further, it requires certain terations to be based upon
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seniority and not merit. In the event we decidsigmificantly change or decrease our workforce Litleor Contract Law, as amended, could
adversely affect our ability to enact such charigesmanner that is most advantageous to our besioiein a timely and cosfffective mannel
thus materially and adversely affecting our finahcondition and results of operations.

On December 20, 2013, the Ministry of Human Resesiend Social Security of the PRC promulgatedrterim Provisions on Labor
Dispatch, or Provisions on Labor Dispatch, whiobkteffect on March 1, 2014. The Provisions on Labsipatch provides, among other
things, that an employer can hire temporary emm@eyanly for temporary, auxiliary and replaceablesjorhe number of temporary employees
cannot exceed 10% of the total workforce. If thenber of temporary employees exceeds 10% of thewatkforce as of March 1, 2014, the
employer shall, as a principle, adjust its emplogtm#an and ensure such percentage be reduceddmdbelow no later than March 1, 2016.
Before such percentage is adjusted to 10% or betewemployer shall not hire any new temporary eyges. Our number of temporary
employees is currently over 10% of our total workéo We may not be able to reduce such percentat@% or below prior to March 1, 2016.
As a result, we may not be able to retain any auitit temporary employees and such inability taireadditional temporary employees could
render us less competitive than other manufactundrieh may materially and adversely affect ouafinial condition and results of operation.

We face risks related to health epidemics and othatbreaks.

Adverse public health epidemics or pandemics cdiddupt business and the economics of the PRC tinedt oountries where we do
business. In 2009, there were outbreaks of swineflused by HINL1 virus, in certain regions ofwteld, including China. In the past few
years, there were reports on the occurrences ahdli in various parts of China, including a feenfirmed human cases. In April 2013, th
were reports of cases of H7N9 avian flu in south€ina, including deaths in Shanghai and Zhejiarayince. Any future outbreak of severe
acute respiratory syndrome, or SARS, avian flupnswiu or other similar adverse public developmémi€hina may, among other things,
significantly disrupt our business, including limg our ability to travel or ship our products withor outside China and forcing us to
temporary close our manufacturing facilities. Farthore, an outbreak may severely restrict the lefrfetonomic activity in affected areas,
which may in turn materially and adversely affegt inancial condition and results of operationse Yave not adopted any written preventive
measures or contingency plans to combat any fututlereak of swine flu, avian flu, SARS or any otbpidemic.

Our auditor, like other independent registered pidhaccounting firms operating in China, is not peiitted to be subject to inspection by
Public Company Accounting Oversight Board, and agh, investors may be deprived of the benefitswélsinspection.

Our independent registered public accounting finat {ssues the audit reports included in our anregadrts filed with the SEC, as an
auditor of companies that are traded publicly m thnited States and a firm registered with PCAGBeguired by the laws of the United State:
to undergo regular inspections by PCAOB to asges®impliance with the laws of the United Stated pmofessional standards. Because our
auditor is located in China, a jurisdiction whe@A®DB is currently unable to conduct inspectionshwitt the approval of the PRC authorities,
our auditor, like other independent registered jouddcounting firms operating in China, is currgmtbt inspected by PCAOB. In May 2013,
PCAOB announced that it had entered into a Memananaf Understanding on Enforcement Cooperation thithCSRC and the PRC Minis
of Finance, which establishes a cooperative framkewetween the parties for the production and exghaf audit documents relevant to
investigations undertaken by PCAOB, the CSRC oPlRE Ministry of Finance in the United States amelPRC, respectively. PCAOB
continues to be in discussions with the CSRC aad”RC Ministry of Finance to permit joint inspeatian the PRC of audit firms that are
registered with PCAOB and audit Chinese compatiasttade on U.S. exchanges.

Inspections of other firms that PCAOB has conducteidide of China have identified deficiencieshioge firms’ audit procedures and
quality control procedures, which may be addresseplart of the inspection process
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to improve future audit quality. The inability o£,AOB to conduct inspections of independent regestqrublic accounting firms operating in
China makes it more difficult to evaluate the efife@ness of our auditor’s audit procedures or qualbntrol procedures. As a result, investors
may be deprived of the benefits of PCAOB inspedtion

We may be adversely affected by the outcome oftrainistrative proceedings brought by the SEC agdithe Big Four PRC-based
accounting firms.

In December 2012, the SEC brought administratiee@edings against the Big Four accounting firm8hima, including our independe
registered public accounting firm, alleging thagsh accounting firms had violated U.S. securiiésland the SEC’s rules and regulations
thereunder by failing to provide to the SEC thenBit audit papers and other documents related taindPRCbased companies that are publ
traded in the United States. On January 22, 20B4Atministrative Law Judge presiding over the sarattached an initial decision that the
firms had each violated the SEC'’s rules of pradbigéailing to produce the audit work papers ardtesl documents directly to the SEC. The
initial decision further determined that each & fiims should be censured and barred from practibefore the SEC for a period of six
months. The Big Four PRC-based accounting firmerg appealed the initial administrative law demisto the SEC. The initial
administrative law decision will not become effeetuntil and unless it is endorsed by the full SERe accounting firms can then further
appeal the final decision of the SEC through tldefal appellate courts. We were not and are ngésuto any SEC investigations, nor are we
involved in the proceedings brought by the SECragjahe accounting firms. However, the independegistered public accounting firm that
issues the audit reports included in our annuaintsgiled with the SEC is one of the four accongtiirms subject to the six month suspension
from practicing before the SEC in the initial adisirative law decision. We may therefore be adugratiected by the outcome of the
proceedings, along with other U.S.-listed compaaigdited by these accounting firms.

While we cannot predict the outcome of the SECigerg, nor that of any subsequent appeal procefise iBig Four PRC-based
accounting firms, including our independent regetiepublic accounting firm, are ultimately tempdgyabarred from practicing before the SE
and we were unable to timely find another registgnablic accounting firm to audit and issue an @piron our financial statements, our
financial statements could be determined to nahlm®mpliance with the requirements of the Seasiftxchange Act of 1934, as amended, ol
the Exchange Act. Such a determination could uliétydead to our delisting from the Nasdaqg Globarkét or deregistration from the SEC
both, which would substantially reduce or effediierminate the trading of our ADSs in the Uniteihtes.

Risks Related to Our Ordinary Shares and ADSs
The market price of the ADSs may be volatile.

The market price of the ADSs has exhibited, and ommtinue to exhibit, significant volatility. Fane period from December 20, 2006 to
April 11, 2014, the closing price of the ADSs om tiasdaq Global Market has ranged from a low of QB&per ADS to a high of US$37.64
per ADS.

Numerous factors, including many over which we hageontrol, may have a significant impact on trerket price of the ADSs,
including, among other things:

e announcements of technological or competitive dgvalents
* regulatory developments in our target markets #ffgais, our customers or our competitc
* announcements regarding patent litigation or thedace of patents to us or our competit

» announcements of studies and reports relatinget@ohversion efficiencies of our products or thaseur competitors
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» actual or anticipated fluctuations in our quartenperating results

» changes in financial estimates or other mdtedmments by securities analysts relating to us,competitors or our industry in
general;

e announcements by other companies in our ingustating to their operations, strategic initi&sy financial condition or financial
performance or to our industry in gene

e announcements of acquisitions or consolidationslinng industry competitors or industry supplie
« changes in the economic performance or market tiahsgof other PV technology compani

» changes in international trade policies and intisonal barriers to trade

» addition or departure of our executive officers &ag research personnel; g

» sales or perceived sales of additional ordinaryeshar ADSs

In addition, the stock market in recent years haegenced extreme price and trading volume fluibua that often have been unrelated
or disproportionate to the operating performancmaividual companies. These broad market fluctretimay adversely affect the price of the
ADSs, regardless of our operating performance.

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

Any issuance of equity securities could dilute ititerests of our existing shareholders and coutdtsuntially decrease the trading prict
the ADSs. We may issue equity securities throudhipwfferings or private placements in the futémea number of reasons, including to
finance our operations and business strategy @imaiuin connection with acquisitions, strategicl@bbrations or other transactions), to adjust
our ratio of debt to equity and to satisfy our ghtions upon the exercise of outstanding warrantgtons or for other reasons.

Sales of a substantial number of ADSs or othertgqgelated securities in the public market coulpréss the market price of the ADSs,
and impair our ability to raise capital through Hade of additional equity securities. We cannetjot the effect that future sales of the ADSs
or other equity-related securities would have anrttarket price of the ADSs. In addition, the paé¢he ADSs could be affected by possible
sales of the ADSs by investors who view the corilvernotes as a more attractive means of obtaieqdty participation in our company and
by hedging or arbitrage trading activity that weest to develop 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 ADS¢

Our amended and restated articles of associatiuhthe ability of others to acquire control of @ompany or cause us to engage in
change-of-control transactions. These provisionddcbave the effect of depriving our shareholdéraroopportunity to sell their shares at a
premium over prevailing market prices by discoungghird parties from seeking to obtain controbaf company in a tender offer or similar
transaction. For example, our board of directosstha authority, without further action by our siaolders, to issue preferred shares in one o
more series and to fix their designations, powgmsferences, privileges, and relative participatoygional or special rights and the
qualifications, limitations or restrictions, incling dividend rights, conversion rights, voting righterms of redemption and liquidation
preferences, any or all of which may be greatem tha rights associated with our ordinary sharethé form of ADS or otherwise. Preferred
shares could be issued quickly with terms calcdl&tedelay or prevent a change in control of ounmpany or make removal of management
more difficult. If our board of directors decidesissue preferred shares, the price of the ADSsfalbgind the voting and other rights of the
holders of our ordinary shares and ADSs may benma#ifeand adversely affected.
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Holders of ADSs have fewer rights than shareholdarsd must act through the depositary to exercisegé rights.

Holders of ADSs do not have the same rights asbareholders and may only exercise the voting siglith respect to the underlying
ordinary shares in accordance with the provisidrth®deposit agreement. Under our amended anatedsarticles of association, the
minimum notice period required to convene an angaakral meeting or any extraordinary general mgetalling for the passing of a special
resolution is 20 days and the minimum notice peraglired to convene any other extraordinary gémeegting is 14 days. When a general
meeting is convened, you may not receive sufficignice of a shareholders’ meeting to permit yowithhdraw your ordinary shares to allow
you to cast your vote with respect to any speafatter. If requested in writing by us, the depasgitaill mail a notice of such a meeting to y«

In addition, the depositary and its agents maybeadble to send voting instructions to you or cauyyour voting instructions in a timely
manner. We will make all reasonable efforts to eahe depositary to extend voting rights to yoa timely manner, but you may not receive
the voting materials in time to ensure that you icatruct the depositary to vote your ADSs. Funthere, the depositary and its agents will not
be responsible for any failure to carry out anyringions to vote, for the manner in which any visteast or for the effect of any such vote. As
a result, you may not be able to exercise youtttiglvote and you may lack recourse if your ADSsraot voted as you requested. In addition,
in your capacity as an ADS holder, you will notddde to call a shareholders’ meeting.

You may be subject to limitations on transfers afuy ADSs.

Your ADSs are transferable on the books of the diggiy. However, the depositary may close its fienisooks at any time or from time
to time when it deems expedient in connection Withperformance of its duties. In addition, theatgary may refuse to deliver, transfer or
register transfers of ADSs generally when our bawkihie books of the depositary are closed, ongatiane if we or the depositary deem it
advisable to do so because of any requirementobteof any government or governmental body, oraurahy provision of the deposit
agreement, or for any other reason.

Your right to participate in any future rights offéngs may be limited, which may cause dilution toyr holdings and you may not receive
cash dividends if it is impractical to make themaahable to you.

We may from time to time distribute rights to ohaseholders, including rights to acquire our samgi However, we cannot make rights
available to you in the United States unless wéstegthe rights and the securities to which tlgats relate under the Securities Act or an
exemption from the registration requirements idlaisée. Also, under the deposit agreement, the sliggmy will not make rights available to y
unless the distribution to ADS holders of both tiglats and any related securities are either regigtunder the Securities Act, or exempted
from registration under the Securities Act. We amder no obligation to file a registration stateingith respect to any such rights or securities
or to endeavor to cause such a registration staietode declared effective. Moreover, we may reoable to establish an exemption from
registration under the Securities Act. Accordingtythe event we conduct any rights offering in fiire, the depositary may not make such
rights available to you or may dispose of suchtagind make the net proceeds available to you. riasuwdt, you may be unable to participate in
our rights offerings and may experience dilutiotydur holdings.

In addition, the depositary for the ADS facilityshagreed to pay to you the cash dividends or aiséibutions it or the custodian
receives on our ordinary shares or other deposgedrities after deducting its fees and expenses.Will receive these distributions in
proportion to the number of ordinary shares yourS&Depresent. However, the depositary may, atdtsetion, decide that it is inequitable or
impractical to make a distribution available to dmmjders of ADSs. As a result, the depositary megide not to make the distribution and you
will not receive such distribution.
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We are a Cayman Islands company and, because jatligiecedent regarding the rights of shareholdessmore limited under Cayman
Islands law than that under U.S. law, ADS holdersagnhave less protection for their shareholder rigithan such holders would under U..
law.

Our corporate affairs are governed by our amendddestated memorandum and articles of associationay be amended from time to
time, the Cayman Islands Companies Law (as ameraaethhe common law of the Cayman Islands. Thesighshareholders to take action
against the directors, actions by minority shareééid and the fiduciary responsibilities of our dicgs to us under Cayman Islands law are to
large extent governed by the common law of the Gayislands. The common law of the Cayman Islandsiisved in part from comparatively
limited judicial precedent in the Cayman Islandsvall as that from English common law, which hasspasive, but not binding, authority on a
court in the Cayman Islands. The rights of our shaiders and the fiduciary responsibilities of directors under Cayman Islands law are not
as clearly established as they would be undertstabr judicial precedent in some jurisdictionshie United States. In particular, the Cayman
Islands has a less developed body of securities than the United States. In addition, Cayman tidarompanies may not have standing to
initiate a shareholder derivative action in a fedlepurt of the United States.

In addition, most of our directors and officers aagionals and residents of countries other tharlthited States. Substantially all of our
assets and a substantial portion of the assetesétpersons are located outside the United States.

There are uncertainties as to whether Cayman Isleodrts would:

e recognize or enforce against us or our diregiodgments of courts of the United States baseckdain civil liability provisions of
U.S. securities laws; ar

e entertain original actions brought in the Cayniglands, based on certain civil liability prowiss of U.S. securities laws that are
penal in nature

There is no statutory recognition in the Caymaaridk of judgments obtained in the United Statéisoatih the courts of the Cayman
Islands will in certain circumstances recognize anfbrce a non-penal judgment of a foreign coudarhpetent jurisdiction without retrial on
the merits.

As a result of all of the above, our public shatdars may have more difficulty in protecting thigiterests in the face of actions taken
against management, members of the board of diseotacontrolling shareholders than they wouldtesholders of a U.S. public company.

You may have difficulty enforcing judgments obtaith@gainst us.

We are a Cayman Islands company and substantlbdy @ur assets are located outside of the UnBtates. Substantially all of our
current operations are conducted in the PRC. litiaddmost of our directors and officers are nasils and residents of countries other thar
United States. A substantial portion of the asskthese persons are located outside the UnitadsStas a result, it may be difficult for you to
effect service of process within the United Staiigsn these persons. It may also be difficult fan y@ enforce in U.S. courts judgments
obtained in U.S. courts based on the civil liapiptovisions of the U.S. federal securities lawaiagt us and our officers and directors, most o
whom are not residents in the United States andubstantial majority of whose assets are locatgsiade of the United States. In addition,
there is uncertainty as to whether the courts ®@Qhyman Islands or the PRC would recognize orreafimdgments of U.S. courts based on
certain civil liability provisions of U.S. secues laws.

We may be classified as a passive foreign investngempany for U.S. federal income tax purposes, @hcould result in adverse U.S.
federal income tax consequences to U.S. Hold

We do not currently expect to be a passive for@igastment company, or PFIC, for U.S. federal inedax purposes for our current
taxable year or the foreseeable future. Our a®&#C status for the current taxable
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year, however, will not be determinable until these of the current taxable year ending DecembgP@14, and accordingly, there is
guarantee that we will not be a PFIC for the curtarable year or any future taxable year.

A non-U.S. corporation, such as our company, isicaned to be a PFIC for any taxable year if eiftigiat least 75% of its gross income
is passive income; or (2) at least 50% of the valiits assets (based on an average of the quavi@des of the assets during a taxable year) i
attributable to assets that produce or are helthisproduction of passive income.

If we are a PFIC for any taxable year during whadd.S. Holder (as defined below under “Taxation—U&deral Income Taxation”)
holds the ADSs or ordinary shares, such U.S. Holdéigenerally be subject to special tax ruleshaiéspect to any “excess distribution”
received on the ADSs or ordinary shares and anyrgailized from a sale or other disposition (inahgda pledge) of the ADSs or ordinary
shares. A U.S. Holder may be subject to adversefeédgral income tax consequences as a resuleséttules. For more information, see
“Taxation—U.S. Federal Income Taxation—Passive igorénvestment Company Status.”

ITEM 4 INFORMATION ON THE COMPANY

A. History and Development of the Company

We commenced operations through SolarOne Qido#gigust 2004. In anticipation of our initial pubbéfering, we incorporated
Hanwha SolarOne, formerly known as Solarfun Powadidgs Co., Ltd., in the Cayman Islands on May2(06 as our listing vehicle. To
enable us to raise equity capital from investortside of China, we established a wholly owned hjdiompany structure, Hanwha SolarOne
Investment Holding Ltd., or SolarOne BVI, in theiti&h Virgin Islands in May 2006, which purchasdidod the equity interests in SolarOne
Qidong.

In March 2006, April 2007 and May 16, 2007, we bished Hanwha SolarOne (Shanghai) Co., Ltd., ¢arS®hanghai, Hanwha Solar
Engineering Research and Development Center Cab., &t Solar R&D, and Hanwha SolarOne Hong Kongitédh or SolarOne Hong Kong,
respectively.

We acquired a 52% interest in Hanwha SolarOne Taolgy Co., Ltd., or SolarOne Technology, in Julp2@nd acquired the remaining
48% in August 2008. In September 2007, we estatgdishwholly owned subsidiary, Hanwha SolarOne U.$14, or SolarOne U.S.A,, as part
of our plan to enter the United States market. @uaedber 30, 2007, SolarOne BVI transferred alhef ¢équity interests in SolarOne Qidon
SolarOne Hong Kong for consideration of US$199.0ioni. In February 2008, we established a whollyned subsidiary, Hanwha SolarOne
GmbH in Germany to sell solar products in the Eesopmarkets. In November 2009, we acquired theirgngal 7% equity interest in Solar
Shanghai and Solar Shanghai became our wholly owulesidiary after the completion of this transatti/e established Hanwha Solar
Electric Power Engineering Co., Ltd., or Solar Ergiring, in May 2010 under SolarOne Qidong to eadgaghe solar power project business.

In September 2010, we issued and sold to Hanwhar Simlldings Co., Ltd., or Hanwha Solar, 36,455,088inary shares for an aggreg
sale price of US$78.2 million. Concurrently withetblosing of this offering, we issued 30,672,688imary shares to Hanwha Solar at par valu
of the ordinary shares and subsequently an additiph407,330 ordinary shares at par value, whicties were to remain outstanding so long
as and to the extent that the 9,019,611 ADSs wedsto facilitate our convertible bond offeringJanuary 2008 remain outstanding. In
October 2011, we repurchased and cancelled 25,01 6/@linary shares from Hanwha Solar at par vafugS$0.0001 per ordinary share. At
the same time, Hanwha Solar completed the acauisifrom Good Energies Il LP and Yonghua Solar Pdmeestment Holding Ltd., the
company owned by Mr. Yonghua Lu, our former chaimiraf a total of 120,407,700 ordinary shares a281,011 ADSs of our company,
representing all of the ordinary shares and AD3d Iwe them. Hanwha Solar, a company that engagsslar business, is a wholly owned
subsidiary of Hanwha Chemical Corporation, a legainemical producer publicly traded on the Koreataxnge whose principal activities are
the production of CA, PE and PVC products.
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In November 2010, we issued and sold 9,200,000 Alifsan aggregate sale price of US$82.8 millionotder for Hanwha Solar to
maintain after this offering the same level of Ham& ownership in our company before this offegrinve also issued and sold to Hanwha Sola
45,981,604 ordinary shares for an aggregate sale pf US$82.8 million.

We changed our name from “Solarfun Power Holdings Ctd.” to “Hanwha SolarOne Co., Ltd.” on DecemB6, 2010 and our ticker
from “SOLF” to “HSOL"” on February 15, 2011.

In April 2011, we established Nantong Hanwha Im@goExport Co., Ltd., or Nantong Hanwha I&E, undei&One Qidong to engage
import and export of PV products and technology dadwha SolarOne (Nantong) Co., Ltd., or SolarOaathing, under SolarOne Hong Kt
to develop, manufacture and sell PV products.

In February 2012, we established Hanwha Solar Gahlad under SolarOne Hong Kong to sell solar petslin Canada.
In May 2012, we acquired Hanwha Solar AustralialRty from Hanwha Corporation to sell solar produict Australia.

In July 2013, we established Nantong Hanwha PV-THwoérgy Co., Ltd. under SolarOne Qidong to prowdkr system integration
services in China.

Our principal executive offices are located at 888/ang Road, Qidong, Jiangsu Province, 226200pR&oRepublic of China. Our
telephone number at this address is (86-513) 8888-and our fax number is (86-513) 8311-0367. @gistered office in the Cayman Islands
is at the offices of Maples Corporate Services téahi P.O. Box 309, Ugland House, Grand Cayman, KY04, Cayman Islands.

Investor inquiries should be directed to us atatidress and telephone number of our principal execaffices set forth above. Our
website ishttp://www.hanwha-solarone.conThe information contained on our website doescoosttitute a part of this annual report. Our
agent for service of process in the United Sta&3Ti Corporation System, located at 111 Eighth AreeNew York, New York 10011.

We made capital expenditures of RMB2,437.9 milliBiVB534.5 and RMB421.4 million (US$69.6 million) 2911, 2012 and 2013,
respectively, all of which related primarily to tharchases of manufacturing equipment and fagilitystruction costs for SolarOne Nantong,
SolarOne Qidong and SolarOne Technology. Baseti®nurrent market conditions, we have no plan ddistantial capacity expansion in
2014. We expect to incur capital expenditures piaxmately US$80.0 million in 2014, which will hesed primarily to pay for automation of
existing manufacturing lines. However, we will &elly review our capacity expansion plan on a regoiésis as the business environment
evolves. We plan to fund the balance of our cagitplenditure requirements for 2014 with cash frgrarations, proceeds from our securities
offerings, additional bank borrowings, and othenfs of financing, if necessary.

B. Business Overview

Overview

We are a vertically integrated manufacturer oteiti ingots, silicon wafers, PV cells and PV modie€hina. We manufacture a variety
of silicon ingots, silicon wafers, PV cells and RMdules using advanced manufacturing process téajiee that have helped us to rapidly
increase our operational efficiency. We also prev®¥ module processing services. We sell PV calisRV modules both directly to system
integrators and through third party distributors2D13, we sold our products to over 250 custonmostly in Japan, South Africa, Germany,
China, the United States, Korea, Canada and thietJKiingdom. We conduct our business in China prilgmghrough SolarOne Qidong.
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As of December 31, 2013, we had annual productigacities of 1.5 GW for PV modules, 1.3 GW for Rlsand 800 MW for ingots
and wafers. In addition, we have achieved improvemim process technology and product quality simeecommenced our commercial
production in November 2005. Our multicrystalling €ells achieved conversion efficiency rates 068% in 2013.

Our net revenues were RMB6,416.5 million, RMB3,@7@illion and RMB4,725.7 million (US$780.6 millioir) 2011, 2012 and 2013,
respectively. We recorded net losses of RMB930lliamj RMB1,562.9 million and RMB874.1 million (U3%#4.4 million) in 2011, 2012 and
2013, respectively.

Our Products and Services

Our products primarily include silicon ingots, sdn wafers, PV cells and PV modules. Substantallgf the ingots, wafers and PV cells
we produce are used for our own PV module prodaociide also provide PV module processing services.

Our Products
PV Cells

A PV cell is a semiconductor device that conveutdight into electricity by a process known as pfetovoltaic effect. The key technical
efficiency measurement of PV cells is the convergfiiciency rate. Assuming other things beingshene, the higher the conversion efficie
rate, the lower the production cost of PV moduleswatt because more power can be incorporatediigteen size package. We currently
produce multicrystalline silicon cells that are IB6 x 156 mm, with conversion efficiencies of 12@Ghickness of 180 to 200 microns and
maximum power output of 4.28 W. In order to furth@wer our production costs, we intend to focugporducing PV cells with decreasing
thickness levels.

PV Modules

A PV module is an assembly of PV cells that hawenbalectrically interconnected and laminated imieable and weather-proof package.
We have been selling a wide range of PV modulesently ranging from 180 W to 305 W in power outgpecification, made primarily from
the PV cells we manufacture. We are developing nesdwith higher power to meet the rising demandfoigrid configurations. The majority
of the PV modules we currently offer to our custesmange in power between 240 W and 305 W. Weapgitoximately 91.0% of our PV
modules under our proprietary “SolarOr®and names, and approximately 9.0%, respectieélgur PV modules under the brand names o
customers.

The following table sets forth the types of PV mieduve currently manufacture with the specificasiomdicated:

Dimensions
PV Module Manufactured with: (mm) Weight (Kg) Power (W)

Multicrystalline silicon 1494 x 1000 x 3! 17+0.5 17C-225
1652 x 1000 x 4! 2C+0.5 20(-255
1966 x 1000 x 5! 28.££0.5 25C-325
1636 x 988 x 4( 19+0.5 20C-270
1956 x 988 x 4! 27+0.5 25(-325

We believe our PV cells and modules are competitiite other products in the PV market in terms ffiteency and quality. We expect
to continue improving the conversion efficiency amwver, and reducing the thickness, of our soladpcts as we continue to devote
significant financial and human resources in ouiots research and development programs. We aismlirced solar modules with anti-PID
features in 2013, by improving the materials usedehcapsulation and upgrading the technology ks ased in modules.
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Ingots and Wafers

We also manufacture ingots through SolarOne Tedgyolan ingot plant that commenced operations ik 2007. As of
December 31, 2013, we had annual production cagaaf 1.5 GW for PV modules, 1.3 GW for PV celgla8800 MW for ingots and wafers.
The ingots manufactured by SolarOne Technologygarerally used for our manufacture of wafers. Théews manufactured by SolarOne
Qidong and SolarOne Technology are generally usedur manufacture of PV cells and PV modules.

Our Services

We provide PV module processing services to corR¥rtells into PV modules on behalf of a relatetypd-or these PV module
processing services, we “purchase” PV cells frocnstomer and at the same time agree to “sell” eifipe quantity of PV modules back to the
same customer. The quantity of PV modules sold batke customer under this processing arrangeis@oansistent with the amount of PV
cells purchased from the customer after factonnganversion efficiency. We record the amount eEreie from these processing transactions
based on the amount received for PV modules se&itlee amount paid for the PV cells purchased thenctustomer. The production costs
incurred related to providing the module processi@yices are recorded within our cost of revenues.

In response to the rapidly evolving conditionshia PV industry, we started to expand our businesasdtream to provide system
integration services in 2010. Our PV system intégnaservices may include services such as engmgearocurement of permits and
equipment, construction management, monitoringraashtenance. We offer PV system integration sesvibeough Solar Shanghai and Solar
Engineering.

Raw Materials Supply Management

Manufacturing of our solar products requires rdéagupplies of various raw materials, includingcsih wafers, ethylene vinyl acetate,
triphenyltin, tempered glass, connecting bandsdinglbands, silica gel, aluminum alloy and junctimxes. We seek to diversify the supply
sources of raw materials and have not in the pamreenced any material disruption of our manufantuprocess due to insufficient supply of
raw materials. The aggregate costs attributabteitdive largest silicon materials suppliers in 202012 and 2013 were 40.6%, 72.4% and
76.7%, respectively, of our total silicon mateparchases.

We maintain different inventory levels of our ravat@rials, depending on the type of product andethé time required to obtain
additional supplies. We seek to maintain reasonalkntory levels that achieve a balance betweerffarts to reduce our storage costs and
optimize working capital on one hand, and the rteezhsure that we have access to adequate suppliee other. As of December 31, 2011,
2012 and 2013, we had RMB194.0 million, RMB187.4lion and RMB276.5 million (US$45.7 million), resgiévely, of raw materials in
inventory.

Silicon-based Raw Materials

Among the various raw materials required for ounafacturing process, silicon wafers are the mogbirtant for producing PV cells. A
silicon wafer is a flat piece of crystalline silic¢that can be processed into a PV cell. We cuyrersit 5-inch and 6-inch wafers in our
production.

We procure our silicon and silicon wafer suppliesler short-term supply agreements. In 2013, wehas®d all of our silicon and silicon

wafers and 20.1% of PV cells from third-party sugqd. We purchase silicon, wafers and cells from ldomestic and overseas suppliers, with
the majority of our purchases being made in theektim market.
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We use ingots manufactured by SolarOne Technolmgsy of our wholly owned subsidiaries, in our maitiieing process. The key raw
material for our production of ingots is polysilicaCurrently, our principal silicon suppliers indeiWacker Chemie AG, or Wacker, Hemlock
Semiconductor Corporation, or Hemlock, GCL Siliciechnology Holdings Limited, or GCL, and ChonggDggo New Energy Co., Ltd., or
Dago.

Other Raw Materials

In addition to silicon and silicon wafers, we useaaiety of other raw materials for our productiés. part of our continuing cost control
efforts, we source a significant portion of thes& materials locally. We believe that our policyuse primarily locally sourced raw materials
and our continuing price negotiations with our laeav material suppliers have contributed signiiity to our operating margins. The use of
locally sourced raw materials also shortens out trder time and provides us with better accessdonical and other support from our
suppliers.

Production

We manufacture our wafers, PV cells and PV modillesigh SolarOne Qidong, our wholly owned PRC glibsy, with facilities
occupying a gross floor area of 173,220 square méteQidong, Jiangsu Province, China. We commegoeamercial production on our first
PV cell production line in November 2005 and we hadual production capacities of 1.5 GW for PV medul.3 GW for PV cells and 800
MW for ingots and wafers, as of December 31, 20¥8.produce multicrystalline silicon wafers with iménsion of 156 mm x 156 mm. The
thickness of our silicon wafers is 180 microns.

We manufacture our silicon ingots through Solar@aehnology, one of our wholly owned subsidiarieghvacilities occupying a gross
floor area of approximately 104,479 square metetddanyungang, Jiangsu Province, China. SolarOrehii@ogy commenced its operation:
October 2007.

We were able to lower our initial investment by ghasing key equipment with more sophisticated teldyy from overseas suppliers
while procuring other equipment domestically. Il30we integrated new cell technology into our piettbn processes, reducing silver paste
consumption and increasing the efficiency and pafétV products manufactured.
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We plan our production on an annual, semi-annualraonthly basis in accordance with anticipated dedrend make weekly
adjustments to our production schedule based amlaotders received.

Production Proces:

The following diagram shows the general productitages for our PV cells:

Rinsing is the process during which ultrasonic cleaning s performed on

Rinsin . . .
MR silicon wafers, followed by chemical treatment of the waler surface, which
reduces the cells” reflection of sunlight and improves sunlight absorption
capacity.
h 4
Diffusion Driffusion is the process during which certain impurities are introduced into
i the silicon wafler through a thermal process to enable the formation of an
l electric field within the PV cell.
Etching Etching 15 the process that 15 applied on the border of the walers (o prevent

direct elecirical shoriing between the front and the back ol each PV cell.

Secondary rinsing is the process during which the waler surface 15
chemically cleaned to remove the silicon dioxide that may have formed on
the surface of the wafer in order to improve the cell’s capacity o absorh
sunlight.

Secondary rinsing

PECYD is the process which produces a silicon nitride film on the wafer's
surface in the front, which improves the PV cell’s capacity to
ahsorh sunlight.

Through the screen-printing process, negative and positive metal contacts,

Screen printing or elecirodes, are printed on the front and back surfaces of the PV cell.

Silicon and metal electrodes are connected through an electrode firing

Firing

r . PV cells are tested o detenming their elecirical performance and sorted
Tesung and Sorting based on their conversion rate.

process i a conveyor belt fumace at high temperature,

The following diagram shows the production proceduor our PV modules:

Multiple PV cells are interconnected based on the desired electrical

Welding configurations through welding,

The mterconnected cells are then laid out and laminated in a vacuam
through a heating process. Through lamination, PV modules are
sealed in weatherproof packages that can withstand high levels of
wltraviolet radiation and moisture,

Lamination

r

Assembled PV modules are packaged in profective alummum frames

Framin . .
& prior to testing,

r

i PV modules are tested to determine their electrical performance,
Testing
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The following diagram shows the general producstages for our ingots:

Melti Melting is the process during which we place reclaimed silicon raw
Melting TR PRy . .
= materials into & quartz crucible in a fumace, where the silicon is melied
:
. Crvstal seed placing is the process during which a thin crystal seed is
Crystal seed - ) : : ; -
dipped into the molten silicon to determine the crystal orientation
placing .
4
F Formation is the process during which the cryvstal seed iz rotated and then
COrmato i i . by :
ormaten slowly extracied from the molien silicon 1o form a single crysial as the
molton sihicon and crucible cool
:
, Omce the single crystals have been grown o pre-determined
Completion e r . ; :
specifications, they are surface-ground 1o produce ingois.

Quality Control and Certifications

Our finished PV cells and PV modules are inspeatatitested according to standardized proceduresldition, we have established
multiple inspection points at key production statgeslentify product defects during the productmncess. Unfinished products that are founc
to be below standard are repaired or replaced gQality control procedures also include raw mateyiglity inspection and testing. Moreover,
we provide regular training and specific guidelit@®ur operators to ensure that production pra&seseeet our quality inspection and other
quality control procedures.

We maintain several certifications for our quatintrol procedures, which demonstrate our compéamith international and domestic
operating standards. We believe that our qualitytrob procedures are enhanced by the use of sogdtet production system designs and a
high degree of automation in our production proc&he certifications we currently maintain inclu@®O 9001:2008 quality management
system certification for the process of designdpation and sale of our PV modules, ISO 14001:2804ronmental management system
certification, OHSAS 18001:2007 occupational heatild safety management system certification antB@ecertification for our PV modules
and the UL certification. The IEC certificationissued by independent institutes TUV and VDE inr@amy to certify our PV modules are
qualified under IEC 61215 and IEC 61730 safety semtdards and consistent production quality inspes are performed periodically.
Maintaining this certification has greatly enhanoed sales in European countries, as well as ciasntr Asia, the Middle East and South
Africa. We obtained UL certification issued by Undieters Laboratories Inc. and Canadian Standagbgisition, independent
product-safety testing and certification organizasi in the United States and Canada, which wilblnas to sell our products to customers in
the North America. Furthermore, in the United Statair modules have been certified by the CalitoEergy Commission, the statggrimary
energy policy and planning agency. We obtainedrification issued by KEMCO, an independent proekefiety testing and certification
organization in Korea, which enables us to sellpaducts to customers in Korea. We obtained MQ8ficate which enables us to sell
products to UK and Clean Energy Council listing Aarstralia market. We also obtained J-PEC listing passed JET qualification for entry
into the Japan market. Further, our PV lab wasgeized by VDE and CSA for Test Data Acceptable Pang which means that our lab is r
qualified to conduct IEC and UL1703 testing by @lwes and reflects our lab’s capabilities and memesnt.

Capacity Expansion and Technology Upgrade Plans

As of December 31, 2013, we had annual productigacities of 1.5 GW for PV modules, 1.3 GW for Rlsand 800 MW for ingots
and wafers. Based on the current market conditiwasxpect to incur capital expenditures of US$80illon for 2014, which will be used
primarily to pay for automation of existing
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manufacturing lines. We plan to fund the balancewfcapital expenditure requirements for 2014 wékh from operations, proceeds from ou
securities offerings, additional bank borrowingsd @ther forms of financing, if necessary.

Sales and Distribution

We sell our PV modules through distributors anéctlly to system integrators. Our customers inclaternational solar power system
integrators and distributors. Our system integratmtomers provide value-added services and typidakign and sell complete systems that
use our PV modules.

Customers that accounted for a significant portibaur total net revenues in 2013 included HanwhagRLS Japan Co., Ltd., Hanwha
Q.Cells GmbH, Conycento Proprietary Limited, Fiydfivestment 261 Pty Ltd. and Hanwha Q CELLS KdZeap. Our five largest customers
accounted for an aggregate of 45.0%, 29.8% and®®8fur net revenues in 2011, 2012 and 2013, o#ispdy. Our largest customer in 2011,
2012 and 2013 accounted for 15.1%, 7.6% and 25f08@rmet revenues of the respective year.

We have established three wholly owned subsidianiasely SolarOne U.S.A., SolarOne Canada and SoaGmbH, and acquired
SolarOne Australia to market our products and pl®wdustomer support and service in these markkesfdllowing table sets forth our net
revenues by geographic region, based on the lecHiat our invoices are sent to, and the percertaggibution of each of these regions to
net revenues, for the periods indicated:

Year Ended December 31

2011 2012 2013
Net Revenue % of Net Net Revenue % of Net Net Revenue Net Revenue % of Net
Region (RMB) Revenue (RMB) Revenue (RMB) (US$) Revenue
(In thousands, except percentage:

Japar 13,50¢ 0.2% 248,04 6.7% 1,179,30: 194,80t 25.(%
South Africa 1,081 — 814 — 728,96( 120,41t 15.4%
Germany 2,652,15! 41.2% 1,489,49! 40.5% 694,14¢ 114,66! 14.%
PRC 599,24’ 9.2% 382,46¢ 10.% 539,86t 89,18( 11.2%
USA 859,29( 13.%% 513,16 14.(% 421,47: 69,62: 8.%9%
Korea 76,954 1.2% 260,88’ 7.1% 218,84« 36,15( 4.€%
Canads 157,65( 2.5% 1,50¢ — 187,34 30,947 4.C%
UK 14,82 0.2% 15,491 0.4% 115,28t¢ 19,04« 2.5%
Netherlands 330,92( 5.2% — — 90,74 14,98¢ 1.€%
India 136,24¢ 2.1% 263,22¢ 7.2% 84,31( 13,927 1.8%
Spain 152,13¢ 2.4% 7,043 0.2% 63,07t 10,41¢ 1.2%
Portugal 20,73( 0.2% 22,25: 0.€% 62,42( 10,31: 1.2%
Australia 448,49¢ 7.(% 27,77: 0.8% 59,31% 9,79¢ 1.2%
Belgium 132,93: 2.1% 44,941 1.2% 57,71¢ 9,53¢ 1.2%
Malaysia — — 251 — 48,88: 8,07¢ 1.C%
France 303,32¢ 4. 1% 62,50 1.7% 35,15¢ 5,807 0.€%
Israel — — 17C — 24,53¢ 4,05: 0.5%
Thailand 36,67: 0.€% 18¢ — 19,25¢ 3,181 0.4%
Greece 44,93¢ 0.7% 80,381 2.2% 16,38¢ 2,70¢ 0.8%
Italy 358,12: 5.6% 149,19¢ 4.1% 14,11 2,33 0.2%
Others 77,25: 1.2% 108,57: 2.% 64,55( 10,66 1.4%
Total 6,416,48! 100.(% 3,678,38I 100.(% 4,725,69: 780,62 100.(%

In 2013, we shipped our products to over 250 custerrin 2011 and 2013, customers individually antiog for 10.0% or more of our
net revenues collectively accounted for 25.9% &m6% of our net
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revenues. In 2012, no customer accounted for 1@10&tore of our net revenues. Sales to our largegbmer accounted for 15.1%, 7.6% and
25.0% of our net revenues in 2011, 2012 and 2@kpactively. We seek to further diversify our gepiric presence and customer base in
order to achieve a balanced and sustainable gr@wthCompany signed two supply agreements to sufgByMW PV modules to two solar
projects in South Africa in December 2012. Thewdsly of PV modules under these supply agreemeistbdan completed by August 2013.

Warranty

Prior to 2012, our PV products were typically sofith a 2 to 5-year warranty for technical defeatsd a 10-year limited warranty against
declines of greater than 10% and a 25-year limitadanty against declines of greater than 20%héir initial power generation capacity.
Since January 2012, we started to extend our nahd workmanship warranty for PV modules to 1&8rgeand replace our existing warranty
for power generation capacity with an improved 2asylinear warranty. Under the new 25-year linearranty, we guarantee no less than 979
of the nominal power generation capacity for oyidgl multicrystalline PV modules in the first yesrd an annual output degradation of no
more than 0.7% thereafter. By the end of the 28#r ythe actual power output shall be no less 8286 of the nominal power generation
capacity. Since 2013, we started to allow our wayr#o be transferred to third parties along wigtmership of our PV modules.

We also have outstanding warranties for our morsiatyne PV modules. Prior to 2012, we sold monstaline PV modules with 2 to 5-
year warranties for technical defects-year limited warranties against declines of gnetiten 10% in their initial power generation capaci
and 25year limited warranties against declines of gretiten 20%. Since January 2012, we extended therialaiad workmanship warranty
12 years and replaced the existing warranty forgyayeneration capacity with an improved 25-yeardimwarranty. Under the 25-year linear
warranty, we guaranteed no less than 96% of thénmampower generation capacity in the first yeadl an annual output degradation of no
more than 0.7% thereafter, with a guarantee ofeh@iower output no less than 82% of the nominalgrogeneration capacity by the end of the
25th year.

Since our products have been in use for only divelg short period, our assumptions regardingdtability and reliability of our
products may not be accurate. We estimate the anedwour warranty obligation primarily based on tlesults of technical analyses, our
historical warranty claims experience, the warradgrual practices of comparable companies, andxpected failure rate and future costs to
service failed products. The results of the tediratalyses support the future operational efficyenf the PV modules at levels significantly
above the minimum guaranteed levels over the réispagarranty periods. The estimate of warrantytsosaffected by the estimated and
actual product failure rates, the costs to repaieplace failed products and potential service @ltvery costs incurred in correcting a product
failure. Based on the considerations above and gameant’s ability and intention to provide repareplacements or refunds for defective
products, we have accrued for warranty costs f@2tto 12-yeawarranty against technical defects based on 1%\a&frrue for PV modules. I
warranty cost accrual has been recorded for thged®-and 20 to 25-year warranties for decline fioitial power generation capacity because
we determined the likelihood of claims arising frtimese warranties to be remote based on interagsiernal testing of the PV modules and
strong quality control procedures in the producpoocess. Based on the results of analysis anaitedhesting, the revision to our warranty
policy in January 2012 did not have a materialafta our warranty accrual rate. The basis fovmtaeranty accrual will be reviewed
periodically based on actual experience. Aftersakyvices for our PV modules and solar applicagigtems covered by warranties are
provided by our international customer support team

As of December 31, 2011, our accrued warranty dosited RMB162.1 million for the three to five yegarranty against technical and
material defects, and as of December 31, 2012 @h8d,2otaled RMB177.9 million and RMB181.4 milligdS$30.0 million) for the five to 12
year warranty against technical and material defeespectively. In 2011, 2012 and 2013, we accRM&64.7 million, RMB33.1 million an
RMB41.3 million (US$6.8 million) in warranty cost®spectively.
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Intellectual Property and Proprietary Rights

Our intellectual property is an essential elemémtus business. We rely on patent, copyright, tradek, trade secret and other intellec
property law, as well as non-competition and caatfithlity agreements with our employees, supplieusjness partners and others, to protect
our intellectual property rights.

As of the date of this annual report, we had baantgd 52 patents by the State Intellectual Prgpeffice of China and had 18 patent
applications pending in China. Our issued patemtspending patent applications relate primarilptocess technologies for manufacturing PV
cells.

We are the owner of this trademark, as a Communage Mark, in the European Union. In 2011, we &lsd applications for the
trademark in Brazil, China, India, South Africa,diland and the United States and such applicadongending.

On April 28, 2012, we registered “Shuo Wang” in @s8e character, our trademark for our secondasg ceodules, with the China
Trademark Office, which allows us to use this tradek in China.

We rely on trade secret protection and confidetfiagreements to protect our proprietary informatand know-how. Our management
and each of our research and development persbhamelentered into a standard annual employmentasintvhich includes confidentiality
undertakings and an acknowledgement and agreehmrdlt inventions, designs, trade secrets, woflaithorship, developments and other
processes generated by them on our behalf areroperpy, and assigns to us any ownership rightsthiey may claim in those works. Our
supply contracts with our customers also typicalblude confidentiality undertakings. Despite thpsecautions, it may be possible for third
parties to obtain and use intellectual property Waown or license without consent. Unauthorized of our intellectual property by third
parties, and the expenses incurred in protectimgnbellectual property rights, may materially aadiersely affect our business, financial
condition, results of operations and prospects.“Besm 3.D. Risk Factors—Risks Related to Our Compand Our Industry—Our failure to
protect our intellectual property rights may undem@nour competitive position, and litigation to ot our intellectual property rights may be
costly.”

Competition

Due to various government incentive programs imgletad in China, Europe, the United States, Japarmtoer countries in recent ye:
the global PV market has been rapidly evolving laasl become highly competitive. In particular, @éanumber of manufacturers have entere
the solar market.

Our competitors in China include Trina Solar Ltdingli Green Energy Holdings Co., Ltd., Canadiarta®dnc. and Jinko Solar Co., Ltd.
We compete primarily on the basis of the powerceadficy, quality, performance and appearance opougucts, price, strength of supply chain
and distribution network, after-sales service araht image. Many of our competitors have longeratieg histories and significantly greater
financial or technological resources than we doemdy greater brand recognition. Some of our cditgye are vertically integrated and
produce upstream silicon and silicon wafers, midash PV cells and modules and downstream solaicagiph systems, which provide them
with greater synergies to achieve lower productiosts. During periods when there was a supply agertf silicon and silicon wafers, we
competed intensely with our competitors in obtajnaaequate supplies of silicon and silicon wafers.

Moreover, many of our competitors are developing{generation products based on new PV technolpgieliding amorphous silicon,
transparent conductive oxide thin film, carbon miateand nano-crystalline technologies, which u€sessful, will compete with the crystalline
silicon technology we currently use in our manufigicty processes. Through our research collaborstiva are also seeking to develop new
technologies and products. If we fail to develop/iechnologies and products in a timely mannermag lose our competitive advantage.
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We, like other solar energy companies, also facepatition from traditional non-solar energy indiestr such as the petroleum and coal
industries. The production cost per watt of sotargy is significantly higher than other types néryy. As a result, we cannot assure you that
solar energy will be able to compete with othergpéndustries, especially if there is a reductisriermination of government incentives and
other forms of support.

Environmental Matters

Our manufacturing processes generate noise, wadtr,vgaseous wastes and other industrial wastesn@nufacturing facilities are
subject to various pollution control regulationghwiespect to noise and air pollution and the diapof waste and hazardous materials. We ar
also subject to periodic inspections by local emwvinental protection authorities. We have estahtishpollution control system and installed
various equipment to process and dispose of owsinidl waste and hazardous materials. We alsotaiaian 1ISO 14001 environmental
management system certification, which is issuethi®rnational Organization for Standardizatiordé&monstrate our compliance with
international environmental standards. We havebeenh subject to any material proceedings or finegffivironmental violations.

Insurance

We maintain property insurance for our equipmeutpobiles, facilities and inventory. A significgmrtion of our fixed assets are
covered by these insurance policies. We also ninibtgsiness interruption insurance, product ligpilisurance, product quality guarantee
insurance and export credit insurance. We believersurance coverage is customary and standambfopanies of comparable size in
comparable industries in China. However, our existhsurance policies may not be sufficient to lagius from all losses and liabilities that
we may incur.

Regulation

This section sets forth a summary of the most Bagrit regulations or requirements that affect lousiness activities in China or our
shareholders’ right to receive dividends and othigtributions from us.

Renewable Energy Law and Other Government Direcsi

In February 2005, China’s Standing Committee ofidvetl Peoples Congress, or SCNPC, enacted the Renewable Ehavgywhich has
become effective on January 1, 2006. On Decemhe2@®, the Renewable Energy Law was amended byPE&CNhe Renewable Energy
Law, as amended, sets forth the national poligntmourage and support the development and uséanfasal other renewable energy and the
use of on-grid generation.

The law also sets forth the national policy to emege the installation and use of solar energy magating systems, solar energy heating
and cooling systems, solar photovoltaic systemsoéimer solar energy utilization systems. In additite law provides financial incentives,
such as national funding, preferential loans argtaferences for the development of renewableggnemjects.

China’s Ministry of Construction also issued a diiee in June 2005 that sought to expand the uselaf energy in residential and
commercial buildings and encouraged the increapplication of solar energy in different townshipsaddition, China’s State Council
promulgated a directive in July 2005 that set fqutinciples with regard to the conservation of ggeesources and the development and use
solar energy in the western part of China, whichiat been covered by electricity transmissiongyaidd rural areas.

In January 2006, the NDRC issued two implementingsrrelating to the Renewable Energy Law: (1)TtHal Measures on the
Administration over the Pricing and Cost AllocatiohRenewable Energy Power
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Generation and (2) the Administrative Regulatioetang to the Renewable Energy Power Generatibasd implementing rules, among o
things, set forth general policies for the pricofgon-grid power generated by solar and other radsvenergy. In addition, the PRC Ministry
of Finance issued the Provisional Measures for Adstriation of Specific Funds for Development of Bemable Energy in June 2006, which
provides that the PRC government will establishradfspecifically for the purpose of supporting development of the renewable energy
industry, including the PV industry.

On March 3, 2008, the NDRC issued the “11th FivextYelan for the Development of Energy Resourcehjtiwannounced the PRC
government’s support for the development of rendevahergy resources in China, including solar power

On March 23, 2009, the PRC Ministry of Finance putmated the Interim Measures for AdministratiorGafvernment Subsidy Funds for
Application of Solar Photovoltaic Technology in Bling Construction, or the Interim Measures, toupthe demonstration and the
promotion of solar photovoltaic application in CaiLocal governments are encouraged to issue aolénnent supporting policies for the
development of PV technology. Under these Interigablres, the PRC Ministry of Finance provides slidssifor projects with individual sol
installations that are greater than 50 kilowattkpi@asize and have more than 16% conversion effaigor monocrystalline PV products, more
than 14% conversion efficiency for multicrystalliR® products and more than 6% conversion efficigfocyamorphous silicon PV products,
and gives priority support to solar PV technologtegrated into building construction, grid-conned®/ building applications and some pul
PV building applications such as schools, hospials offices. For 2009, the standard subsidy iatsBMB20 per watt in principle and the
detailed standard is to be determined by factarsidting, but not limited to, the level of integiati of building with PV and the technology of
PV products. The Interim Measures do not applyrtgeets completed before March 23, 2009, the prgatidn date of the Interim Measures.

On April 16, 2009, the General Offices of the PR@istry of Finance and the PRC Ministry of Housingd Urban-Rural Development
jointly issued the Guidelines for Declaration ofrB@nstration Project of Solar Photovoltaic Buildifsgplications. These guidelines set-
subsidy given out in 2009 to qualified solar prégest no more than RMB20 per watt for projects laig the integration of PV components
into buildings’ structural elements and at no mihien RMB15 per watt for projects involving the mlfition of PV components onto building
rooftops and wall surfaces.

On May 27, 2010, the Ministry of Housing and Urlianral Development issued the City lllumination Adistration Provisions, or the
lllumination Provisions, effective as of July 1,120 The Illumination Provisions encourage the iltetian and use of renewable energy syst
such as PV systems in the process of constructidirexconstruction of city illumination projects.

On March 8, 2011, the Notice on Further PromotibBuildings with Renewable Energy, or the Noticgsaointly released by the PRC
Ministry of Finance and the PRC Ministry of Housiaigd Urban-Rural Development. The Notice expresggcifies the goal of promoting the
application of renewable energy in buildings urtther Twelfth Five-YeaPlan to substantially improve the proportion ofewable energy use
in buildings, including solar energy, shallow gemthal energy and biomass energy, so that the cgrtmmof renewable energy in buildings
shall account for over 15% of the total buildingeegy consumption by the end of 2020. The TwelftreFYear Plan provides that efforts shall
be made to increase the gross floor areas of bgtdserviced by renewable energy to over 2.5 hibiquare meters and to use renewable
energy to substitute 30 million tons of coal by émel of 2015.

In August 2011, the NDRC released a directive wisiehforth a uniform national feed-in-tariff forelsolar energy generated by power
plants. The law also encourages the installatiehume of solar energy water heating systems, sakngy heating and cooling systems, PV
systems and other solar energy utilization systéineentemplates and permits financial incentiggh as governmental funding, preferential
loans and tax preferences for the developmentr&wable energy projects.

46



Table of Contents

On February 24, 2012, the Twelfth Five-Year PlarttenPV industry was issued by the PRC Ministrynofustry and Information
Technology. This plan specifies the goal of, byehe of 2015, promoting (i) leading polysilicon guzers with annual production of at least
50,000 tons and large polysilicon producers withush production of at least 10,000 tons, (ii) leadPV cell producers with annual product
of at least 5 GW and large PV cell producers withual production of at least 1 GW, and (iii) atsieane PV producer with sales revenue of a
least RMB100 billion per annum and three to five ftdducers each with sales revenue of at least RMibon per annum.

In July 2012, the Notice of Circulating Twelfth ERYear Plan on the PV Industry was issued by theeSnergy Bureau which stated
that priority shall be given to developing locallgnerated solar energy power.

In September 2012, the Notice of Applications fetablishing Model Zones Utilizing Local Solar Engi@enerated Power By Scale was
issued by the State Energy Bureau, consistingnaitianwide plan to promote locally generated setsrgy power.

In October 2012, the Opinion of Administrating G@dnnection Services for Model of Distributed P\aRo Generation was issued by
the State Grid Company, with the purpose of opiimgizand simplifying grid connection procedures angroving service efficiency.

In July 2013, the Circular of the Ministry of Fim@promulgated Relevant Issues concerning Implemtientof the Policy to Grant
Subsidies to Distributed PV Power Generation BaseBlectricity Amount, with the purpose of providistandardization and procedure for
subsidy payments for distributed PV power genenatio

In August 2013, the Interim Measures for Administia of PV Power Station Projects were promulgdtgdhe National Energy
Administration, with the purpose of standardizing management of PV power station projects and gtiamstable and healthy development
of PV power generation industry.

In November 2013, the Interim Measures for Admiaison of Distributed PV Power Generation Projeetse promulgated by the
National Energy Administration, which provides thanagement of distributed PV power projects to mienand encourage the developn
of distributed PV power generation.

In November 2013, the Ministry of Finance promuéghthe Circular regarding Exemption of Governmehtaids on Distributed PV
Power Generation Unit's Self-Generated ElectrifitySelf-use, which exempts several kinds of gowerntal funds for Self-Generated
Electricity for Self-use from Distributed PV Pow@eneration.

In January 2014, the National Energy Administratmmounced the Circular regarding Planned Capatiyew PV Power Generation
Units to be Constructed in 2014, which among othigigs, states that the planned capacity of nevp®Wer generation in 2014 is 14 million
kilowatts, including 8 million kilowatts distributePV power generation and 6 million kilowatts P\Viygo station generation.

Environmental Regulations

We use, generate and discharge toxic, volatilalwravise hazardous chemicals and wastes in ouangsand development and
manufacturing activities. We are subject to a \grid governmental regulations related to the gferaise and disposal of hazardous materials
The major environmental regulations applicablegdnelude the Environmental Protection Law of tiRthe Law of PRC on the Prevention
and Control of Water Pollution, Implementation Rutd the Law of PRC on the Prevention and Contf@Water Pollution, the Law of PRC on
the Prevention and Control of Air Pollution, theaLaf PRC on the Prevention and Control of Solid Wdollution, and the Law of PRC on
Prevention and Control of Noise Pollution.
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Restriction on Foreign Businesse

The principal regulation governing foreign ownepsbf solar photovoltaic businesses in the PRCasireign Investment Industrial
Guidance Catalogue (effective as of December 172Q0nder the regulation, a PV business falls theocategory of encouraged foreign
investment industry. However, the amended cataldgffiective as of January 30, 2012) removed pabail production from the category of
encouraged foreign investment industry, while oimeas of solar photovoltaic businesses remainmiitie category of encouraged foreign
investment industry.

Tax

PRC enterprise income tax is calculated basedxabka income determined under PRC accounting gi@si On March 16, 2007, the
National Peopl's Congress of the PRC passed the EIT, which tdigcieas of January 1, 2008. In accordance withBfe a unified enterprise
income tax rate of 25% and unified tax deducti@amgards are applied equally to both domestic-ireksnterprises and
foreign-invested enterprises, such as SolarOner@idénterprises established prior to March 16, 28@jible for preferential tax treatment in
accordance with the former tax laws and adminisegatgulations, under the regulation of the S@dencil, gradually became subject to the
new tax rate over a five-year transition period 8tarted on the date of effectiveness of the Elaccordance with the Notice of the State
Council on the Implementation of the Transitione¢ferential Policies in respect of Enterprise Ineohax, foreign-invested enterprises
established prior to March 16, 2007 and eligibledieeferential tax treatment, such as SolarOne i@jdoontinued to enjoy the preferential tax
treatment in the manner and during the period mmdolaws and regulations provided until such pkaapired. While the EIT equalizes the
rates for FIEs and domestically owned enterprigeferential tax treatment continues to be gratdezbmpanies in certain encouraged sector:
and to companies classified as “high and new tdolgyaenterprises,” which enjoy a tax rate of 15%@aspared to the uniform tax rate of
25%. SolarOne Qidong was approved to be qualifeed ‘digh and new technology enterprise” on Oct@igr2008. The “high and new
technology enterprise” status is valid for a pembddhree years from the date of issuance of aH'laigd new technology enterprise” certificate.
The “high and new technology enterpristétus of SolarOne Qidong was renewed and appiliov@dtober 2011. In addition, SolarOne Qid
was required to perform annual self-assessmerdraptiance as a “high and new technology entergritéiere is any significant change in
the company’s business operations, manufacturicigntdogies or other areas that cause it to no loagalify as a “high and new technology
enterprise”, such status will be terminated from ylear of such change.

From 2005 until the end of 2009, SolarOne Qidong &alao exempt from the 3% local income tax apple#
foreign-invested enterprises in Jiangsu Provincaddition, under relevant PRC tax rules and reigula, SolarOne Qidong was entitled to a
two-year income tax exemption on income generatad fidditional investment in the production capaeftSolarOne Qidong resulting from
our contribution to SolarOne Qidong of funds weenged through issuances of series A convertibléepeace shares in a private placement in
June and August 2006, and was entitled to a rediacedite of 12.5% for the three years therealfteaddition, our subsidiaries, SolarOne
Technology and Solar Shanghai, are subject to terp@ise income tax rate of 25% from 2008 onwards.

Pursuant to SAT Circular 698, issued by the Statmifistration of Taxation on December 10, 2009 wétroactive effect from
January 1, 2008, if a non-resident enterprise teasds equity interests in a PRC resident indiyeda disposing of the equity interests of an
overseas holding company, or Indirect Transfer,sargh overseas holding company is located in gutisdiction that (i) has an effective tax
rate less than 12.5% or (ii) does not tax foreigrome of its residents, the foreign investor stegdbrt such Indirect Transfer to the competent
tax authority of the PRC resident enterprise. TRERax authority will examine the true nature af thdirect Transfer, and if the tax authority
considers that the foreign investor has adopteabasive arrangement in order to avoid PRC taxilitdisregard the existence of the overseas
holding company and re-characterize the Indireah$fer and, as a result, gains derived from sudindct Transfer may be subject to PRC
withholding
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tax at the rate of up to 10%. SAT Circular 698 gisavides that, where a non-PRC resident enternassfers its equity interests in a PRC
resident enterprise to its related parties at@eddwer than the fair market value, the relevartduthority has the power to make a reasonabl
adjustment to the taxable gain of the transac@l Circular 698 states that it does not applyuochases or sales of stock on a stock
exchange.

Pursuant to the Provisional Regulation of China/atue-Added Tax and their implementing rules, alitees and individuals that are
engaged in the sale of goods, the provision ofiregad replacement services and the importatiggoofls in China are generally required to
pay value-added tax at a rate of 17% of the grales proceeds received, less any deductible valdeebtax already paid or borne by the
taxpayer. Furthermore, when exporting goods, tip@egr is entitled to a portion of or all the refLiof value-added tax that it has already paid
or borne. Our imported raw materials that are deechanufacturing export products and are depositdsbnded warehouses are exempt from
import value-added tax.

Foreign Currency Exchange
Foreign currency exchange in China is primarily ggmed by the following regulations:
* Foreign Exchange Administration Rules (1996), asraed; ant
* Regulations of Settlement, Sale and Payment ofiiofexchange (1996
Under the Foreign Exchange Administration Rules,Renminbi is convertible for current account itemsluding distribution of

dividends, payment of interest, trade and servitated foreign exchange transactions. Conversidreaiminbi for capital account items, such
as direct investment, loan, securities investmadtrapatriation of investment, however, is stilbbget to the approval of SAFE.

Under the Regulations of Settlement, Sale and Payofd-oreign Exchange, foreign-invested entergrisay only buy, sell and/or remit
foreign currencies at those banks authorized talwoforeign exchange business after valid comrakdticuments are provided and, in the
case of capital account item transactions, aftéioing the approval from SAFE. Capital investmemtdoreign-invested enterprises outside o
China are also subject to limitations, which inédwpprovals by the Ministry of Commerce, SAFE dreiNDRC.

Dividend Distribution
The principal regulations governing distributionddfidends paid by wholly foreign-owned enterprigadude:
*  Wholly Foreigr-OwnedEnterprise Law (1986), as amended,;
*  Wholly Foreigr-OwnedEnterprise Law Implementation Rules (1990), as atadr
Under these regulations, wholly foreign-owned gmises in China may pay dividends only out of tlagicumulated profits, if any,
determined in accordance with PRC accounting stasdend regulations. In addition, wholly foreign+medenterprises in China are requiret
set aside at least 10% of their after-tax profgdshon PRC accounting standards each year toritesgaeserves until the accumulated amoun
of such reserves reaches 50% of its registeredataphese reserves are not distributable as dagtedds. The board of directors of a

foreign-invested enterprise has the discretiorlltzate a portion of its after-tax profits to stafélfare and bonus funds, which may not be
distributed to equity owners except in the evertqfidation.

C. Organizational Structure

Hanwha Solar Holdings Co., Ltd., or Hanwha Solagame our largest shareholder through a serigargdctions in September 2010.
Hanwha Solar, a company that engages in solar égsiis a wholly owned subsidiary of Hanwha Cheh@caporation, a leading chemical
producer publicly traded on the Korea Exchange whprscipal activities are the production of CA,,REd PVC products. After Hanwha
Solar
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became our largest shareholder, we changed our framéSolarfun Power Holdings Co., Ltd.” to “Hanwal$olarOne Co., Ltd.” on
December 20, 2010 and our ticker from “SOLF” to ‘®IS on February 15, 2011. We also changed the narhear subsidiaries. The diagram
below sets forth the entities directly or indirgatbntrolled by us as of the date of this annupbre We may from time to time make
adjustments to our subsidiaries based on our bssisteategy and the performance of such subsigdiarie
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D. Property, Plant and Equipment

Our corporate headquarters and manufacturing tiasilare located in the Linyang Industrial Parld@pig, Jiangsu Province, China,
where we hold land use rights for a total area5®,219 square meters, which expire between 2052@6d. We own office and manufactur
facilities for a total gross floor area of approxzit@y 173,220 square meters in Qidong, JiangsuifrevWe leased manufacturing facilities
with a total gross floor area of approximately 20 5quare meters in Qidong, Jiangsu Province. 8dsebk will expire in May 2014. In additi
SolarOne Technology holds land use rights for al tatea of approximately 976,905 square meteroams office and manufacturing facilities
for a total gross floor area of approximately 7®,5quare meters in Lianyungang, Jiangsu ProvineehsVe also renewed the lease having a
gross floor area of approximately 1,500 square rmdte our Hanwha SolarOne Engineering, ReseardDmvelopment Center Co., Ltd. in
Shanghai in May 2010, and the renewed lease wilirexn May 2014. We entered into a contract witla&ghai Yongda Property Developm
Co., Ltd to lease an office with a gross floor ané&64.5 square meters from August, 2013 to AudaGi6. In 2011, 2012 and 2013, our renta
expenses were RMB10.3 million, RMB12.8 million aREB9.3 million (US$1.5 million), respectively.

As of December 31, 2013, we had annual productgracities of 1.5 GW for PV modules, 1.3 GW for RRisand 800 MW for ingots
and wafers.

We believe that our existing facilities are adeguatd suitable to meet our present needs. We areoiostructing buildings in SolarOne
Qidong and SolarOne Technology to accommodate lannpd expansion of
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production capacity. In December 2010, we entantmlan investment letter of intent with Nantong B@mic and Technological Development
Zone to build cell and module production facilitiggh an annual production capacity of 2 GW in Nengf, Jiangsu Province.

ITEM 4A UNRESOLVED STAFF COMMENTS
None.

ITEM 5 OPERATING AND FINANCIAL REVIEW AND PROSPECTS

The following discussion should be read in conjuran with the rest of this annual report, includinthe consolidated financial statements
and notes thereto contained elsewhere in this anhreport. The results discussed below are not nsegty indicative of the results to be
expected in any future periods.

A. Operating Results

Overview

We are a vertically integrated manufacturer oteiti ingots, silicon wafers, PV cells and PV modie€hina. We manufacture a variety
of silicon ingots, silicon wafers, PV cells and RMdules using advanced manufacturing process téagiee that have helped us rapidly
increase our operational efficiency. Substantiallyf the ingots, wafers and PV cells we produeewsed for our own PV module production.
We also provide PV module processing services. 8lld?¥ cells and PV modules both directly to sysiatagrators and through
third-party distributors and provide solar systertegration services.

We changed our name from “Solarfun Power Holdings Ctd.” to “Hanwha SolarOne Co., Ltd.” on DecemB@8, 2010 and our ticker
from “SOLF” to “HSOL” on February 15, 2011. In April 2011, we establisNesitong Hanwha Import & Export Co., Ltd., or NamgcHanwhi
I&E, under SolarOne Qidong to engage in import explort of PV products and technology and Hanwhar@nie (Nantong) Co., Ltd., or
SolarOne Nantong, under SolarOne Hong Kong to d@pye@hanufacture and sell PV products. In Febru@f22we established Hanwha Solar
Canada Inc. under SolarOne Hong Kong to sell sotaducts in Canada. In May 2012, we acquired Han®diar Australia Pty Ltd. from
Hanwha Corporation to sell solar products in Aditrdn July 2013, we established Nantong HanwhaTe¥¢h Energy Co., Ltd. under
SolarOne Qidong to provide solar system integragenvices in China.

We shipped 844.4 MW, 829.8 MW and 1,280.3 MW ofiiAvdules (including PV module processing) in 20101, 2and 2013,
respectively. The average selling price of our PMimies (excluding PV module processing) was RMB88WB4.47 and RMB4.10
(US$0.68) per watt in 2011, 2012 and 2013, respalgtiin 2011, 2012 and 2013, 90.7%, 89.6% and®8r@spectively, of our net revenues
were attributable to sales to customers outsidheoPRC. Moreover, in 2011 and 2013, customerwiidalally accounting for 10.0% or more
our net revenues collectively accounted for 25.9% 25.0% of our net revenues, respectively. In 20dZustomer accounted for 10.0% or
more of our net revenues.

Our net revenues were RMB6,416.5 million, RMB3,&7&illion and RMB4,725.7 million (US$780.6 millioir) 2011, 2012 and 2013,
respectively. We recorded net losses of RMB930lliamj RMB1,562.9 million and RMB874.1 million (U3%#4.4 million) in 2011, 2012 and
2013, respectively.

Key Factors Affecting Our Financial Performance
The most significant factors affecting our finarigiarformance are:
e industry demanc

» average selling price of our PV produc
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» price and availability of silicon and silicon wade
* manufacturing capacity; ar

e process technologie

Industry Demand

Our business and revenue growth depends on PVtgydiemand.

In the second half of 2008, many of our key markietduding Germany, Spain and the United Stated,ather national economies
experienced a period of economic contraction aniantly slower economic growth. In particuldngtcredit crisis, weak consumer confide
and diminished consumer and business spendingiloatetd to a significant slowdown in the market dechéor PV products due to decreased
energy requirements. Many of our customers expeeigidifficulty in obtaining financing, and evertliey were able to obtain financing, the
cost of such financing increased and affected thehasing decisions of our customers. In 2010ha®ffect of the global economic crisis
subsided, the combination of increased availabifftfinancing for downstream buyers and decreasedage selling prices of solar power
products contributed to an overall increase in dehfar solar power products.

A protracted disruption in the ability of our custers to obtain financing could lead to a significaduction in their future orders for our
products, which in turn could have a material adeeaffect on our business, financial condition eesdilts of operations. See “ltem 3.D. Risk
Factors—Risks related to Our Company and Our Imggsbemand for our PV products has been, and matiraento be, adversely affected
by volatile market and industry trend.”

From the second half of 2008 to the first half 609, increased manufacturing capacity in the inghadso contributed to a decline in the
selling price of PV products. As global economiadition began improving in the second half of 208®mand for PV products began to
increase during 2010, which contributed to an iaseein the selling price of PV products in 201(hglwith the increased manufacturing
capacity in 2010. Such increase was offset by dleeaf inventory accumulated during the economiwmtarn. In 2011, a decrease in payment
to PV product producers, in the form of feed-inftsurand other reimbursements, and a reductiorvailable financing caused a decrease in the
growth in a number of PV projects in the Europeankats. Payments to PV product producers decreesgdvernments in Europe, under
pressure to reduce sovereign debt levels, redudesidies such as feed-in tariffs. Furthermore, ndmynstream purchasers of PV products
were unable to secure sufficient financing for Rgjects due to the global credit crunch. These etacknditions were exacerbated by an
over-supply of PV products driven by increased nfiacturing capacity in 2011, which adversely affeldtiee prices of PV products. Although
the global economy has improved since 2011, derfargblar modules in Europe fell significantly i023. As a result, many solar power
producers that typically purchase solar power petsifrom manufacturers like us were unable or uimilto expand their operations.

Average Selling Price of Our PV Produc

PV products are priced based on the number of wattectricity they can generate. Pricing of Pdquicts is principally affected by
manufacturing costs, including the costs of siliemal silicon wafers, as well as the overall demartte PV industry. Increased economies of
scale and advancement of process technologieslw@ast decade have also led to a reduction iufaeturing costs and the prices of PV
products. The pricing of PV products may also afddy currency fluctuations. For example, a lgrgeion of our sales in 2010 were
denominated in Euros. The depreciation of Eurtvéfirst half of 2010 and the appreciation of Eurthe second half of 2010 contributed to a
change of our average selling price per watt ofmodules in 2010.

We generally price our products based on the plinganarket price at the time our customers issuelmase orders, taking into account
the size of the purchase order, the strength astdriiof our relationship
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with each customer and our capacity utilizationgiBaing in the fourth quarter of 2008, demand fergroducts decreased as a result of the
global financial crisis, but the supply of PV prathiincreased significantly as many manufacturéRvoproducts worldwide, including our
company, engaged in significant production capaifyansion in recent years. This state of overdgumgluced the prevailing market prices
PV products. Beginning in the first quarter of 20t pricing of PV products began to improve, é&rge number of inefficient players exited
the market.

The average selling price per watt of our PV mosléxcluding PV module processing) was RMB8.87, RMB and RMB4.10
(US$0.68) in 2011, 2012 and 2013, respectively. ditenges in the average selling prices of our Pdutes primarily reflected the prevailing
market trend. We expect that the prices of PV petslwill continue to decline over time due to iresed supply of PV products, reduced
manufacturing costs from improving technology andr®mies of scale.

Price and Availability of Silicon and Silicon Wafet

Since the fourth quarter of 2008, the market prfoesilicon and silicon wafers have been decragsignificantly. The rapid declines in
the prices of silicon and silicon wafers couplethvdecreases in demand for PV products have hachpereability to pass on to our customers
the cost of our raw materials which were procurtgaigher prices during the earlier period of supgiprtage. As a result, our write-down of
inventories amounted to RMB583.1 million, RMB32énillion and RMB113.2 million (US$18.7 million) inG1, 2012 and 2013, respectivt

Due to the continuous significant decrease in prafesilicon and silicon wafers since 2009, we hewatinued to re-negotiate all of our
multi-year supply agreements. After re-negotiatibie, terms of price of such multi-year agreemergsevgenerally subject to review either
periodically or upon significant changes in pricesthe spot market and the unit price of the silicelated materials has been lowered.
However, because the oversupply situation of silic@terials worsened in 2012, some of our previoulli-year suppliers are facing
difficulties in continuing their business: someooir suppliers shut down their factories for cerfaéniod of time in 2012 and some of them are
in a liquidation process. We may not receive ogppyments made under those prior multi-ysaeements if those suppliers become bank
Some of our multi-year agreement suppliers havdiffieulties in supplying us with silicon matergabith fixed quantity or qualified materials
and we have instituted legal proceedings agaieshilSee “Iltem 3.D. Risk Factors—Risks Related to @ampany and Our Industry—We
may be subject to legal proceedings in connectiitim the multi-yearsupply agreements we entered into previously anl ptoceedings can
both costly and time consuming and may signifigadiVert the efforts and resources of our managémpersonnel.” and “ltem 3.D. Risk
Factors—Risks Related to Our Company and Our Imgug®repayments we have provided to our silicon silicbn wafer suppliers expose us
to the credit and performance risks of such supphad may not be recovered, which could in tunereamaterial adverse effect on our
liquidity.”

The Chinese government has initiated an anti-dugnjpivestigation of polysilicon imported from Gernyathe U.S. and Korea in 2012
and the tariff on polysilicon will be announcedline second quarter of 2013. While these tariffsmitlincrease our cost of production in 2013,
we do not expect to source any significant amotiouo polysilicon from the United States or Soutbr&a during 2013, we cannot guarantee
that these tariffs will not have a material andexde effect in the future.

On September 6 and November 8, 2012, the Europeamission initiated an anti-dumping proceeding andinti-subsidy proceeding
concerning imports of crystalline silicon PV modubnd key components, such as cells and wafegshating in China. On July 27, 2013, the
European Union and Chinese trade negotiators ameduthat an agreement has been reached pursuahicto Chinese manufacturers,
including us, would limit our export of solar pas@nd cells to the European Union and for no less & minimum price, in exchange for the
European Union agreeing to forgo the impositioamti-dumping duties on these solar panels from &Hhiime offer was approved by the
European Commission on August 2, 2013, and thé Vier@ion was
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published on December 5, 2013. The Chamber of Cawerimport and Export of Machinery and Electroniodict (CCCME) of China will
be responsible for allocating the quota betweerc®panies, and we have been allocated a portitmeajuota. Solar panels and cells
imported in excess of the annual quota will be scibjo anti-dumping and anti-subsidy duties. Thisgpundertaking and annual quota have
also resolved the parallel anti-subsidy investayatFor companies that would violate the price utadéng or the quota, or which do not form
part of the agreement, definitive duties will beiéel as per the definitive anti-dumping and antissdy Regulations that were published on
December 5, 2013. Finally, it should be noted thafiers have been excluded from the scope of betlaii-dumping and anti-subsidy
measures. See “ltem 3.D. Risk Factors—Risks Retat€@lr Company and Our Industry—Changes in int&gnal trade policies and
international barriers to trade may material adefgraffect our ability to export our products waride.”

We also acquire a portion of our polysilicon arftsn wafers through short-term supply arrangemémtperiods ranging from several
months to one year. The prices we pay for silicath silicon wafers pursuant to short-tesapply arrangements vary according to the preg
market price around the time of delivery, which bansubject to significant fluctuations.

Manufacturing Capacity

Capacity and capacity utilization are key factorgiowing our net revenues and gross profit. Ireotd accommodate the growing
demand for our products, we had significantly exfehour manufacturing capacity in the past. Andase in capacity has a significant effect
on our financial results, both by allowing us toguce and sell more PV products and achieve higdierevenues, and by lowering our avetr
manufacturing costs per unit as a result of inaéaconomies of scale.

We have been seeking to maximize the utilizationwfavailable manufacturing capacity as it contredirte, so as to allow us to spread
our fixed costs over a higher production volumey&y reducing our per unit and per MW fixed co8tswe build additional production
facilities, our fixed costs will increase, and theerall utilization rate of our production facilibpuld decline, which could negatively impact
gross profit. However, regardless of the capadity particular manufacturing facility, our capaditilization may vary greatly depending on
the mix of products we produce at any particulaueti

We produced 939.5 MW, 856.0MW and 1,190.5 MW ofddules in 2011, 2012 and 2013, respectively. BHewing table sets forth
the production volume of silicon ingots, wafer P&lls and PV modules for the periods indicated:

Year Ended December 31
2009 2010 2011 2012 2013

(MW)
Volume of ingots produce 154.1 360.C 367.. 237.i 224.1
Volume of wafer produce 164.€ 387.« 383.7 242.¢ 227.¢
Volume of PV cells produced (including PV cell pessing) 260.2 502.« 687.2 708. 896.t
Volume of PV cells produced used in our PV modutedpction 240.z 490.. 660.2 704.7 860.2
Volume of PV modules produced (including PV moduiecessing 342.¢ 758.¢ 939.f 856.C 1,190.

As of December 31, 2013, we had annual productipacities of 1.5 GW for PV modules, 1.3 GW for Rlsand 800 MW for ingots
and wafers.

Process Technologie

Advancements of process technologies have imprtheeduality of PV products and enhanced their cosioa efficiencies. Assuming
other things being the same, high conversion efficies reduce the manufacturing cost per watt op@ducts and could thereby contribute to
increasing gross profit margins. For this reasofarsenergy companies, including us, are continlyadsveloping advanced process
technologies for large-scale manufacturing whilku@ng costs to maintain and improve profit margins
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We have achieved improvements in process techn@odyproduct quality since we commenced our comialgrooduction in Novembe
2005. Our multicrystalline PV cells achieved comsian efficiency rates in the range of 17.10% tdB&% in 2013 by introducing a new
generation of solar cells with anti-PID featureStd& 2.0, and we are now able to process wafdatgraas 180 microns. Our advanced ingot
growing and wafer sewing process technologies he@significantly improved our productivity anctieased the efficiency of our raw
material usage, both of which have led to the lawgeof the cost per watt of our products and imgebeur gross profit margins.

Net Revenues

We currently generate a substantial majority of metrrevenues from the production and sale of Pdutes. We also generate a small
portion of our net revenues from the sale of PVscahd raw materials and scrap materials to thantigs.

We commenced manufacturing and selling PV modulésbruary 2005, and had net revenues of RMB6,418lion, RMB3,678.4
million and RMB4,725.7 million (US$780.6 millionyi2011, 2012 and 2013, respectively.

We began manufacturing PV cells in November 20@&arily to supply our PV module production. Asesult, we only sold a small
number of the total PV cells we manufactured téatercustomers to maintain business relationsl8pwe our business strategy is focused on
increasing our own output of PV modules on a céfstient basis, we plan to continue to use the gl majority of our PV cells in
manufacturing our PV modules and will maintain sale of PV cells to third parties at a relativedwllevel. In 2011, 2012 and 2013, our net
revenues from the sale of PV cells were RMB49.2ioni] RMB29.6 million and RMB43.1 million (US$7.1ilion), respectively.

We began to provide PV module processing servicgsdduce PV modules from PV cells provided by @ustomers in 2007. We
recorded the amount of net revenues on PV modoleepsing transactions based on the amount rectweda customer for PV modules sold
less the amount paid for PV cells purchased fraarstime customer.

In the event we pay the shipping costs on behatuofcustomers, we include the shipping costs jgasseo our customers in our net
revenues.

In 2011, 2012 and 2013, a small portion of ourregenues was derived from the sale of raw mateigadsir customers.

We record revenues net of all value-added taxessegh by governmental authorities and collectedsbfyfam customers concurrent with
revenue-producing transactions.

Customers who individually accounted for more th@fo of our net revenues accounted for an aggreda®.9% and 25.0% of our net
revenues in 2011 and 2013. In 2012, no customeuated for 10.0% or more of our net revenues. Basetthe location that our invoices are
sent to, in 2011, 2012 and 2013, our sales to Eaogustomers accounted for 66.1%, 52.9% and 25&ectively, of our net revenues, v
German customers accounting for 41.3%, 40.5% aniddrespectively, in such periods. Our sales padaccounted for 0.2%, 6.7% and
25.0%, respectively, of our net revenues. Althowghanticipate that our dependence on a limited murobcustomers in a few concentrated
geographic regions will continue for the foreseedbture, we are actively expanding our customeel@nd geographic coverage through
various marketing efforts, especially in other depéng PV markets, such as the United States, Chmuga, Korea, Japan, Italy, Greece,
France, Belgium and Australia.

Sales to our customers are typically made throughexclusive, short-term arrangements. Before gggriming of 2009, we generally
required deposits of a certain percentage of téract price from our
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customers which we recorded under customer depnsitsr consolidated balance sheets. Once the veveatognition criteria are met, we tt
recognize these payments as net revenues. In lthewarket trends, this practice of requiring oustomers to make deposits is on the decline
As of December 31, 2011, 2012 and 2013, we hadvexteleposits of RMB84.9 million, RMB36.3 milliomd RMB47.8 million (US$7.9
million), respectively.

Cost of Revenues and Operating Expenses

The following table sets forth our cost of revenaed operating expenses and these amounts cattasfgercentages of our net rever
for the periods indicated.

Year Ended December 31

2011 2012 2013
% of Net % of Net Amount % of Net
Amount Amount
(RMB) Revenue (RMB) Revenue (RMB) (US$) Revenue
(In thousands, except percentage:
Cost of revenue (6,633,54) 103.%  (4,003,88) 108.896  (4,390,71)  (725,29) 92.%%
Operating expense
Selling expense (279,789 4.4% (348,56%) 9.4% (325,42) (53,75¢) 6.8%
General and administrative expen (340,409 5.2% (278,03)) 7.€% (295,48)) (48,81) 6.2%
Provision for doubtful accounts receivable and pthe
receivables (56,239 0.€% (137,679 3.7% (28,562) (4,71¢) 0.€%
Research and development expet (68,217) 1.1% (90,820 2.5% (92,25¢) (15,240 2.C%
Impairment of goodwil (134,73 2.1% — — — — —
Total operating expens (879,379 13.7% (855,09) 23.2% (741,72) (122,52 15.7%

Cost of Revenues

Our cost of revenues includes the cost of raw riasensed for our PV module and PV cell productod PV module processing, suct
silicon and silicon wafers, other direct raw matkriand components including ethylene vinyl acetafghenyltin, tempered glass, connecting
bands, welding bands, silica gel, aluminum allogt amction boxes, inventory write-down as a resfiiteduced cost or market assessment an
a regular provision for obsolescence, and provisfon advance payments arising from the suppliaikire to perform under the contracts. 1
costs relating to providing the PV module procegsiervices were recorded within cost of revenues etpect the cost of silicon and silicon
wafers, our primary raw material for the manufaictyiof PV products, to continue constituting a sab8al portion of our cost of revenues in
the near future.

Other items contributing to our cost of revenuesdirect labor, which includes salaries and besédit personnel directly involved in
manufacturing activities, manufacturing overhealdicl consists of utility, maintenance of producteguipment, and other support expenses
associated with the manufacturing of our PV prosluahd depreciation and amortization of manufactueiquipment and facilities.

We expect our cost of revenues to increase asavease our production volume. Future increasegamedses in our suppliers’ cost of
silicon wafers may also contribute to fluctuatiamgost of revenues.

Silicon and silicon wafers are the most importawt materials for our products. We record the pwsehaice of silicon and silicon wafe
and other raw materials initially as inventory ir consolidated balance sheets, and then trarsfeamount to our cost of revenues after the
raw materials are consumed in our manufacturinggs® and the finished products are sold and detivéks of December 31, 2011, 2012 and
2013, our inventory of raw materials totaled RMBI®Prhillion, RMB187.4 million and RMB276.5 milliorlS$45.7 million), respectively, of
which RMB76.6 million, RMB83.6 million and RMB70million (US$11.7 million), respectively, represemtglicon and silicon wafers.
Silicon suppliers generally require prepaymentmfigs in advance of delivery. We classify such pyepents as advances to suppliers and
record
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such prepayments under either non-current assets@nt assets in our consolidated balance shdetgever, if such suppliers fail to fulfill
their delivery obligations under the silicon supptyreements or if there is any dispute betweemdsach suppliers that jeopardizes our
ongoing relationship, we may not be able to receueh prepayments and would suffer losses. Sem ‘3t®. Risk Factors—Risks Related to
Our Company and Our Industry—Prepayments we hawaged to our silicon and silicon wafer suppliexpese us to the credit and
performance risks of such suppliers and may neebevered, which could in turn have a material astveffect on our liquidity.”

Operating Expenses

Our operating expenses consist of selling expegeegral and administrative expenses and reseadctiearelopment expenses.

Selling Expenses

Our selling expenses primarily consist of warragagts, shipping and handling costs for productd, smvertising and other promotional
expenses, and salaries, commissions, travelingneggeand benefits for our sales and marketing peesoln 2011, 2012 and 2013, our selling
expenses were RMB279.8 million, RMB348.6 milliordaRMB325.4 million (US$53.8 million), respectively.

Prior to 2012, our PV products were typically sofith a 2 to 5-year warranty for technical defeatsd a 10-year limited warranty against
declines of greater than 10% and a 25-year limitadanty against declines of greater than 20%héir initial power generation capacity.
Since January 2012, we started to extend our nahterd workmanship warranty for PV modules to 12rgeand replace our existing warranty
for power generation capacity with an improved 2aylinear warranty. Under the new 25-year lineamranty, we guarantee no less than 979
of the nominal power generation capacity for ogidgl multicrystalline PV modules and 96% of themimal power generation capacity for ¢
typical monocrystalline PV modules in the first yaad an annual output degradation of no more tha¥ thereafter. By the end of the 25th
year, the actual power output shall be no less &286 of the nominal power generation capacity. S2@13, we started to allow our warra
to be transferred to third parties along with ovehé@y of our PV modules.

Since our products have been in use for only divels short period, our assumptions regardingdtability and reliability of our
products may not be accurate. We estimate the anedwur warranty obligation primarily based on tlesults of technical analyses, our
historical warranty claims experience, the warradgrual practices of comparable companies, andxpected failure rate and future costs to
service failed products. The results of the tediratalyses support the future operational efficyenf the PV modules at levels significantly
above the minimum guaranteed levels over the réispararranty periods. The estimate of warrantytsosaffected by the estimated and
actual product failure rates, the costs to repaieplace failed products and potential service @gltvery costs incurred in correcting a product
failure. Based on the considerations above and gameant’s ability and intention to provide repareplacements or refunds for defective
products, we have accrued for warranty costs f@2tto 12-yeawarranty against technical defects based on 1%\a&frrue for PV modules. I
warranty cost accrual has been recorded for thged®-and 20 to 25-year warranties for decline fioitial power generation capacity because
we determined the likelihood of claims arising frtimese warranties to be remote based on internagstiernal testing of the PV modules and
strong quality control procedures in the producpoocess. Based on the results of analysis anditsdhesting, the revision to our warranty
policy in January 2012 did not have a materialafta our warranty accrual rate. The basis fovmtaeranty accrual will be reviewed
periodically based on actual experience. We dsalbextended warranty coverage that is separptédgd or optional. After-sales services for
our PV modules and solar application systems calvieyewarranties are provided by our internationetomer support team.

In 2011, 2012 and 2013, we accrued RMB64.7 millekB33.1 million and RMB41.3 million (US$6.8 milli), respectively, in
warranty costs.
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General and Administrative Expenses and ProvisiorDbubtful Accounts Receivable and Other Receasbl

Our general and administrative expenses primadisist of salaries and benefits of our administeasitaff, depreciation charges of fixed
assets used for administrative purposes, as wallmsnistrative office expenses including consuraafiraveling expenses, insurance, share
compensation expenses, and provision for doub#htsland losses in relation to prepayments to mrpphat were in contractual default wk
we have asserted our termination rights that req@payment of the remaining deposits. In 20112201 2013, our general and administre
expenses were RMB340.4 million, RMB278.0 milliorddRMB295.5 million (US$48.8 million), respectively.

Research and Development Exper

Our research and development expenses primarilyistoot salaries and benefits of our research avdldpment staff, other expenses
including depreciation, materials used for researuth development purposes, and the travel expéms@sed by our research and developn
staff or otherwise in connection with our reseaanld development activities. We expense our researdlievelopment costs as incurred. In
2011, 2012 and 2013, our research and developmpanhses were RMB68.2 million, RMB90.8 million anIB92.3 million
(US$15.2 million), respectively. We believe thagearch and development is critical to our stratebjectives of enhancing our technologies,
reducing manufacturing costs and meeting the chngngiquirements of our customers. We expect thatatal research and development
expenses will increase in the future.

Share-based Compensation Charges

We adopted our 2006 share option plan in Novem®8@6 Dursuant to which we may issue up to 10,799¢88mary shares upon exerc
of awards granted under the plan. As of DecembgP@13, options to purchase 1,572,650 ordinaryeshiave been granted and were
outstanding under this plan.

We adopted our 2007 equity incentive plan in Au@@7 which provides for the grant of options, riegtd stock, restricted stock units,
stock appreciation rights, performance units ambpmance stock to our employees, directors andutents. The maximum aggregate
number of our ordinary shares that may be issudéntie 2007 equity incentive plan is 10,799,685ddition, the plan provides for an anr
increase in the number of shares available fomisse on the first day of each fiscal year, begigmiith our 2008 fiscal year, equal to 2% of
our then outstanding ordinary shares or such lesseunt as our board of directors may determineofA3ecember 31, 2013, options to
purchase 1,823,850 ordinary shares have been drantewere outstanding under this plan.

In 2011, 2012 and 2013, we recorded RMB38.3 miJlIRMB7.8 million and RMB2.7 million (US$0.4 millignrespectively, as
share-based compensation charges.

Taxation
PRC Enterprise Income Ta

PRC enterprise income tax is calculated basedxabkaincome determined under PRC accounting giesi On March 16, 2007 the
National Peopl's Congress of the PRC passed the EIT, which téi@cteas of January 1, 2008. On December 6, 20@7State Council of the
PRC issued Implementation Regulations regardindetfievhich took effect as of January 1, 2008. Inaadance with the EIT and it
Implementation Regulations, a unified enterprismine tax rate of 25% and unified tax deductionddiaths are applied equally to bot
domestic-invested enterprises and foreign-invesiedrprises such as SolarOne Qidong. Enterprisallished prior to March 16, 2007 and
eligible for preferential tax treatment in accordamnvith the former tax laws and administrative tagjans, under the regulations of the State
Council, gradually became subject to the new téx oaer a five-year transition period starting frime date of effectiveness of the EIT. In
accordance with the Notice of the State Councilhenimplementation of the Transitional Prefererfiialicies in respect to Enterprise Income
Tax, foreign-invested enterprises established padriarch 16, 2007 and eligible for
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preferential tax treatment, such a SolarOne Qidoaogtinue to enjoy the preferential tax treatmarthie manner and during the period as
former laws and administrative regulations providetil such period expires. While the EIT equalides tax rates for FIEs and domestically
owned enterprise preferential tax treatment coetirto be granted to companies in certain encoursegtdrs and to companies classified as
“high and new technology enterprises,” which eraaax rate of 15% as compared to the uniform tex@825%. SolarOne Qidong was
approved to be qualified as a “high and new teatgoknterprise” on October 21, 2008. The “high aad technology enterprise” status is
valid for period of three years from the date stisnce of a “high and new technology enterprisdifmate. If there is any significant change
in the company’s business operations, manufactuecignologies or other areas that cause it to mgdoqualify as alfigh and new technolog
enterprise”, such status will be terminated from ylar of such change. SolarOne Qidong’s “highreewd technology enterprise” status was
renewed and approved in October 2011.

Critical Accounting Policies and Estimates

We prepare our consolidated financial statementsimormity with U.S. GAAP, which requires us to keaestimates and assumptions
that affect the reported amounts of, among othiag#h assets, liabilities, revenue and expensesha§e our estimates on our own historical
experience and on various other factors that wieveto be relevant under the circumstances. Actsallts may differ from these estimates
under different assumptions or conditions. Someusfaccounting policies require higher degreesid§iment than others i their application.
We consider the policies discussed below to beatito an understanding of our financial stateraexst their application places the most
significant demands on our management’s judgment.

Revenue Recognitio

Our primary business activity is to produce antiB¢lmodules. We periodically, upon special reqdesh customers, sell PV cell and
silicon ingots. We record revenue related to the sBPV modules, PV cells and silicon ingots wliiea criteria of Accounting Standards
Cadification, or ASC, 605-10, “Revenue Recogniti@verall” are met. These criteria include all of flollowing: persuasive evidence of an
arrangement exists; delivery has occurred; thesgalee is fixed or determinable; and collectiongasonably assured.

More specifically, our sales arrangements are exieleé by either framework sales agreements and/ordiyidual sales agreement for
each transaction. The shipping terms of our salesmgements are generally “Cost, Insurance andjRrgior CIF, and Free on Board, or FO
shipping point whereby the customer takes title @asglimes the risks and rewards of ownership giriducts upon delivery to the shipper.
The customer bears all costs and risks of lossoragje to the goods from that point. Under somes satangements, we require our customer
to prepay prior to shipment. We perform on-goingdir assessment of each customer, including rexgpttie customer’s latest financial
information and historical payment record and perniag necessary due diligence to determine acckptaedit terms. In instances where we
granted longer credit terms to certain customéestiming of revenue recognition has not been irtgthas we have historically been able to
collect under the original payment terms withoukimg concessions. Other than warranty obligatisresdo not have any commitments or
obligations to deliver additional products or seed to the customers. Based on the above, we reoedue related to product sales upon
delivery of the product to the shipper, providedtthll other revenue recognition criteria are nte¢hat time.

We enter into processing service arrangementsoteegs PV cells into PV modules. For these serviemgements, we “purchase” PV
cells from a customer and contemporaneously agrésetl” a specified quantity of PV modules backlte same customer. The quantity of PV
modules sold back to the customers under thesegsory arrangements is consistent with the amdupiV @ells purchased from the customer
based on current production conversion rates. ¢nral@ance with ASC 845-15, “Accounting for Purchamsed Sales of Inventory with the Same
Counterparty”, we record the amount of revenuehese processing transactions based on the amaeniad for PV modules sold less the
amount paid for the PV cells purchased from théotner. These sales are subject to all of the aboted criteria relating to revenue
recognition.
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Revenue is recognized net of all value-added tampesed by governmental authorities and collectenhfcustomers concurrent with
revenue-producing transactions. We do not offedioitor explicit rights of return, regardless ohether goods were shipped to distributors or
shipped directly to the end-users, other than dyrdduct defects.

We recognize revenue related to solar systemsratieg services using the percentage-of-complatiethod. We estimate our revenues
by using the cost-to-cost method, whereby we dexivatio by comparing the costs incurred to datiédctotal costs expected to be incurred or
the project. We apply the ratio computed in the-t@sost analysis to the contract price to detamihe estimated revenues earned in each
period. A contract may be regarded as substantaltypleted if the remaining costs are not signiftGa amount. When we determine that tota
estimated costs will exceed total revenues unadengract, we record a loss accordingly.

Fixed Assets, Net

Fixed assets are stated at cost net of accumudata@ciation and are depreciated using the stréiilghimethod over the estimated useful
lives of the assets, as follows:

Buildings 20 years

Plant and machiner 10 years

Furniture, fixtures and office equipme 5 years

Computer softwar 5 years

Motor vehicles 5 years

Leasehold improvemen Over the shorter of the lease term or their esthaseful live:

Repair and maintenance costs are charged to expetsn incurred, while the cost of renewals antebment that extend the useful life
of fixed assets are capitalized as additions tadlaed assets. Retirement, sale and disposalssets are recorded by removing the cost and
accumulated depreciation with any resulting gaitoes reflected in the consolidated statement®ofzehensive income.

Costs incurred in constructing new facilities, urdihg progress payments, interest and other celst8ng to the construction are
capitalized and transferred to fixed assets upompbetion and depreciation commences when the @&saesilable for its intended use.

Interest costs are capitalized if they are incudhedng the acquisition, construction or productadra qualifying asset. Capitalization of
interest costs commences when the activities togueethe asset are in progress and expenditurdscaralving costs are being incurred.
Interest costs are capitalized until the assetseady for their intended use. Interest capitalire?l011, 2012 and 2013 amounted to RMB59.0
million, RMB41.1 million and RMB5.1 million (US$0.8illion), respectively.

Warranty Costs

We primarily provide standard warranty coverageonPV modules sold to customers. Prior to 2012 sthndard warranty provided for
a 2 to 5-year warranty against technical defecif)-ao 12- year warranty against declines of gretitan 10%, a 15-year limited warranty
against declines of greater than 12% for our movier®dules and 11% for our poly PV modules and &@&-warranty against declines of
greater than 20%, in their initial power generatiapacity. Since January 2012, we started to extendhaterial and workmanship warranty
PV modules to 12 years and replace our existingamsy for power generation capacity with an impi2&-year linear warranty. Under the
new 25-year linear warranty, we guarantee no less 97% of the nominal power generation capacityfw typical multicrystalline PV
modules and 96% of the nominal power generatioaaapfor our typical monocrystalline PV moduleslie first year and an annual output
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degradation of no more than 0.7% thereafter. Byetiwbof the 25th year, the actual power outputl &leaho less than 82% of the nominal
power generation capacity. Since 2013, we stadedldw our warranty to be transferred to thirdtjgaralong with ownership of our PV
modules.

Our estimate of the amount of warranty obligati®piimarily based on the following consideratiofiy:the results of technical analyses,
including simulation tests performed on our produmt an industry-recognized external certificathaay as well as internally developed damp
heat testing procedures conducted by our engirgeegam, (2) our historical warranty claims exper&n(3) the warranty accrual practices of
other companies in the industry that produce P\dpcts that are comparable in engineering designjmaterial input and functionality to our
products, and which sell products to a similarkfscustomers, and (4) our expected failure ratefature costs to service failed products.
results of the technical analyses support the éubyerational efficiency of our PV modules at lsva@pnificantly above the minimum
guaranteed levels over the respective warrantpgsriOur estimate of warranty costs will be affddig the estimated and actual product
failure rates, the costs to repair or replace daeoducts and potential service and delivery ciostgrred in correcting a product failure. Based
on the above considerations and management’syaaild intention to provide repairs, replacementefunds for defective products, we have
accrued for warranty costs for the 2 toyighr warranty against technical defects based oonfl8ét revenues for PV modules. No warranty
accrual has been recorded for the 10-year and 2B-t@ar warranties in place through 2012 becawsdetermined the likelihood of claims
arising from these warranties to be remote basddternal and external testing of our PV moduled stnong quality control procedures in our
production process. Based on the results of asadysd technical testing, the revision to our wayrawolicy in January 2012 did not have a
material effect on our warranty accrual rate. Thsi®for the warranty accrual will be reviewed pédically based on actual experience.

If our PV modules fail to perform to the standaofishe performance guarantee, we could incur saiataexpenses and substantial cash
outlays to repair, replace or provide refunds far inder-performing products, which could negagiwelpact our overall cash position. The
basis for the warranty accrual will be reviewedigaically based on actual experience. We do ndestéended warranty coverage that is
separately priced or optional.

Impairment of Long-Lived Assets

We evaluate our long-liveaissets or asset groups, including land use rigttitsfinite lives, for impairment whenever eventschianges il
circumstances (such as a significant adverse chamgarket conditions that will impact the futurgewf the assets) indicate that the carrying
amount of a group of long-lived assets may notdoeverable. When these events occur, we evaluatepairment by comparing the carrying
amount of the assets to the future undiscountedasdt flows expected to result from the use obfeets and their eventual disposition. If the
sum of the expected undiscounted cash flows istiessthe carrying amount of the assets, we waddgnize an impairment loss based on th
excess of the carrying amount of the asset groep itwfair value.

Goodwill

Gooduwill represents the excess of the purchase prier the fair value of the assets acquired amdidbilities assumed of the acquired
business. Goodwill is reviewed at least annualtyifftpairment, or earlier if there is an indicatiohimpairment, in accordance with ASC 350,
“Goodwill and Other Intangible Assets.” We assigil assess goodwill for impairment at the reporting level.

The performance of the impairment test involvewa-$tepprocess. The first step of the impairment test ive® comparing the fair val
of the reporting unit with its carrying amount, linding goodwill. Fair value is primarily determinégt computing the future discounted cash
flows expected to be generated by the reporting lfrthe reporting unit’s carrying value exceetisfair value, goodwill may be impaired. If
this occurs, we perform the second step of the wdbidhpairment test to determine the amount of @imment loss. The fair
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value of the reporting unit is allocated to itseissand liabilities in a manner similar to a pussharice allocation in order to determine the
implied fair value of the reporting unit’s goodwilf the implied goodwill fair value is less thas tarrying value, the difference is recognize al
impairment loss.

We determined the fair value of the reporting wising the income approach based on the discourfasteed future cash flows
associated with the reporting unit. The discouri@sh flows for the reporting unit were based on-frear projections. Cash flow projections
were based on past experience, actual operatinigesid management’s best estimates about fuauelabments, as well as certain market
assumptions. Cash flow after the fifth year wetérested using a terminal value calculation, whichsidered terminal value growth rate at
3%, considering long-term revenue growth ratesefdities in the relevant industries in the PRC. @iilseount rate of approximately 16% was
used in the valuations, which reflect the markeeasment of the risks specific to our industry amedbased on the weighted-average cost of
capital for that particular reporting unit.

As of December 31, 2011, we had determined thatdhging value of the reporting unit exceedednitplied fair value, estimated using
a discounted cash flow methodology, and recordddhaairment loss of RMB134.7 million in 2011, whighincluded in “impairment of
goodwill” in our consolidated statements of comgmtive income.

Financial Instruments—Foreign Currency Derivative @ntracts, Commodity Contracts and Interest Rate $v@ontract

Our foreign currency derivative contracts, commypditrivative contracts and interest rate swap aghtire used to manage our foreign
currency risks principally arising from sales cawts denominated in Euros, maintain the stabifithe purchase prices for silver and
aluminum, the raw materials used in the producbibRV products, and manage the interest rate oskdir long-term bank borrowings. We
record these derivative instruments as current@asseurrent liabilities, measured at fair value.

In 2011, 2012 and 2013, we entered into cross-cayrexchange rate agreements to receive Renmidbéelhother currencies and
commodity agreements to purchase silver and alumjiaund an interest rate swap agreement to pay fintecest rate rather than floating rate.
Changes in the fair value of these derivative umstEnts are recognized in our consolidated statentdérmomprehensive income. These
derivative instruments are not designated and doualify hedges and are adjusted to fair valueugh current earnings. As of December 31,
2013, we had outstanding cross-currency exchangeoatracts with notional amounts of EUR15.0 miili US$120.4 million and JPY4,277.5
million, and an interest rate swap contract withioral amount of US$50.0 million. We estimate th& ¥alue of our foreign currency and
interest rate swap derivatives using a pricing rhbdsed on market observable inputs.

Share-based Compensation

We account for the share options granted unde2@06 share option plan and our 2007 equity incergiian in accordance with ASC
718-10, “Share-Based Compensation” and ASC 5054¢t,ounting for Equity Instruments that Are EntettedOffer the Employees for
Acquiring, or in conjunction with Selling Goods $ervices,” respectively. In accordance with ASC-108all grants of share options are
recognized in the financial statements based danghant-date fair values. We have elected to razmgcompensation expense using the
straight-line method for all share options grantéith services conditions that have a graded vestaigdule.

With the assistance of an independent third-paatyer, we have applied the Black-Schadesion valuation model in determining the 1
value of the options granted before January 1, 208estimate expected volatility at the date ahggbased on a combination of historical
volatilities from comparable publicly listed compas Forfeiture rate is estimated based on higibfizfeiture patterns and adjusted to reflect
future change in facts and circumstances, if any.

For share options granted after January 1, 20@&zaihvalue of each grant is estimated on the dbtgant using a binomial-latticaodel
The expected exercise multiple was based on rdseagarding exercise pattern and historical statiita. Similar to the Black-Scholesdel
the binomial-lattice option model takes into
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account variables such as expected volatility ddimd yield, and risk-free interest rates. Risk-freerest rates are based on zero coupon U.S.
risk-free rates for the terms consistent with thgeeted life of the award at the time of grant. &ted dividend yield is determined based on
our historical dividend payout rate. Expected \ibigtis estimated based on a combination of ostdrical performance and the historical
performance of comparable publicly listed companies

In addition, the binomial-latticenodel considers the contractual term of the optio@ probability that the option will be exercigaibr to
the end of its contractual life, and the probapitif termination or retirement of the option holdeicomputing the value of the option.

Accounting for Income Taxes and Uncertain Income X#&ositions

We account for income taxes in accordance with A8Q, “Accounting for Income Taxes.” Under this medhdeferred tax assets and
liabilities are determined based on the differemewveen the financial reporting and tax bases sétasand liabilities using enacted tax rates
that will be in effect in the period in which théfdrences are expected to reverse. We recordumtiah allowance to offset deferred tax asset:
if, based on the weight of available evidences iniore likely than not that some portion, or dllthe deferred tax assets will not be realized.
The effect on deferred taxes of a change in tasratrecognized in income in the period that idetuthe enactment date.

We also apply ASC 740-10, “Accounting for Uncertgiim Income Taxes”, which prescribes the recognitihreshold a tax position is
required to meet before being recognized in therfimal statements. As of December 31, 2012 and,20d 3ecorded unrecognized tax benefit:
of RMB143.5 million and RMB143.5 million (US$23.7iltion), respectively.

We have elected to classify interest and/or pergftlated to an uncertain position, if and whepuired, as part of “other operating
expenses” in the consolidated statements of corepsife income. No such amounts have been incurradooued through December 31,
2013.

Based on existing PRC tax regulations, the taxsyeaBolarOne Qidong, Solar Shanghai, SolarOner@ogy, Solar R&D, and Solar
Engineering for the years ended December 31, 2@@8gh 2013 remain open for examination by theatatkorities.

Advance to Suppliers anLong-term Prepayments

Advance to suppliers and long-term prepaymentsssmt interest-free cash deposits paid to supgbefsiture purchases of raw
materials. Due to the continuous significant deseda prices of silicon and silicon wafers sinc@20~ve have continued to re-negotiate all of
our multi-year supply through either supplementgkaments or amended and restated multi-year frankesupply agreements.

The risk of loss arising from non-performance byankruptcy of the suppliers is assessed priorgkimg the deposits and credit quality
of the suppliers is continually assessed. If tiieany deterioration in the creditworthiness of shppliers, we will seek to recover the advance
from the suppliers and provide for losses on adeatit cost of revenues because of the supplieability to fulfill their supply obligations. A
charge to cost of revenues will be recorded inpigod in which a loss is determined to be probablé the amount can be reasonably
estimated. We recorded a charge to cost of revesfuebB287.7 million, RMB186.0 million and RMB151&illion in 2011, 2012 and 2013,
respectively, to reflect the probable loss arighogn the suppliers’ failure to perform under thentacts.

In circumstances where a supplier is in contraadeédult and we have termination rights that regjupayment of the remaining deposit
and we have asserted such rights, the advancesdassified to other current assets in our codatdid balance sheets. Similarly, we reclassif
advances to other current assets when legal pringeekdave commenced where we are claiming a brefactntract and are seeking monetary
recovery of the remaining deposit. A provision lfass is recognized in provision for doubtful accsureceivable and other receivables in the
period in which the loss on such assets is detemnio be probable and the amount can be reasoestityated. We recorded charges to
“provision for doubtful accounts receivable andastheceivables” of RMB54.5 million and RMB50.0 righ in 2011 and 2012, respectively.
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Shipping and Handling Costs

Effective January 1, 2011, we changed the metha@tabunting for shipping and handling costs ancehiaeorded such expenses in the
line item “operating expenses—selling expensegunconsolidated statements of comprehensive incamide in prior years, shipping and
handling costs were recorded as part of “costwdmae.” We believe the classification of shippimgl é&aandling costs as “operating expenses—
selling expenses” is preferable because it (1gbetflects the nature of the expenses; and (2¢ases the comparability of information with
our competitors. Our comparative financial statetsmen prior years have been adjusted retrospegtigeleflect this reclassification and
enhance comparability between periods.

Consolidated Results of Operations

Since substantially all of our revenues are derivech the sale of PV products, we presented ourenatnues and cost of revenues for al
product sales on a combined basis in accordantelW®. GAAP. We believe that this presentation jmtes sufficient information in assessing
our operating and financial performance. The folfaytable sets forth our summary consolidated stat#s of comprehensive income for the

periods indicated:

Year Ended December 31

2011 2012 2013
% of Net % of Net % of Net
(In RMB (In RMB (In RMB (InUs$
Thousands) Revenue Thousands) Revenue Thousands) Thousands Revenue
Consolidated Statement of
Comprehensive Income Data
Net revenue
Third parties 5,832,62 90.% 2,639,45! 71.£% 2,787,77. 459,68: 58.9%
Related partie 583,85 9.1% 1,038,92 28.2% 1,942,92 320,94¢ 41.1%
Total net revenue 6,416,48! 100.(% 3,678,38! 100.(% 4,725,69: 780,62¢ 100.(%
Cost of revenue (6,633,54) (103.9% (4,003,88) (108.9%  (4,390,71) (725,29 (92.9%
Gross profit (loss (217,05) (3.9% (325,509 (8.9% 334,97: 55,33¢ 7.1%
Operating expenses Selling exper (279,789 (4.9% (348,56%) (9.9% (325,429 (53,756 (6.9%
General and administrative expen (340,409 (5.2% (278,03 (7.©% (295,487 (48,81) (6.9%
Provision for doubtful accounts receivable
and other receivable (56,239 (0.9% (137,679 (3.7% (28,567) (4,719 (0.6)%
Research and development exper (68,217 (1.2)% (90,820) (2.5% (92,25¢) (15,240 (2.0%
Impairment of goodwil (134,73 (2.1)% — — — — —
Total operating expens: (879,379 (13.)% (855,099 (23.2% (741,72 (122,529 (15.0%
Operating los: (1,096,43)) (17.1% (1,180,601 (32.1% (406,749 (67,19 (8.6%
Interest expens (171,059 (2.0% (299,519 (8.1)% (323,82() (53,49) (6.99%
Interest incomt 11,76 0.2% 15,84 0.4% 21,21 3,50¢ 0.4%
Exchange gains (losse (3,965 (0.)% 8,87¢ 0.2% 43,68 7,217 0.€%
Changes in fair value of derivative
contracts (70,779 (1.)% 5,32¢ 0.1% 63,73¢ 10,52¢ 1.4%
Changes in fair value of conversion
feature of convertible bonc 264,38: 4.1% (5,692 (0.2% (6,105 (1,009) (0.1)%
Loss on extinguishment of de — — (82,717 (2.2% — — —
Other income 5,14¢ 0.1% 9,26t 0.2% 7,80¢ 1,28¢ 0.2%
Other expense (14,10 (0.2% (18,39) (0.5% (16,199 (2,675 (0.9%
Loss before income taxi (1,075,04) (16.9% (1,547,60) (42.1% (616,429  (101,82¢) (13.0%
Income tax expens 144,94! 2.2% (15,25% (0.9% (257,66¢) (42,567 (5.9%
Net loss (930,109 (14.5% (1,562,85) (42.5% (874,090 (144,389 (18.5%
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2013 Compared to 2012
Net Revenue

Our total net revenues increased by 28.5% to RMEs177million (US$780.6 million) in 2013 from RMB3J,8.4 million in 2012. Our net
revenues derived from our PV module business (ekafuPV module processing) increased by 25.4% t@BRM51.4 million (US$685.8
million) in 2013 from RMB3,310.7 million in 2012ué primarily to increase in PV module shipmentstiglly offset by a decrease in the
average selling price of our PV modules from RMB4i42012 to RMB4.10 in 2013. In 2013, we derivad836 of our total net revenues from
the sale of PV modules, compared to 90.0% in 2012.

Cost of Revenues and Gross Profit

Our cost of revenues increased by 9.7% to RMB47360llion (US$725.3 million) in 2013 from RMB4,0@million in 2012. In
particular, we recorded charges to cost of reventi&vIB186.0 million and RMB15.6 million (US$2.6 tin) in 2012 and 2013,
respectively, to reflect the probable loss arigiogn the suppliers’ failure to perform under theatracts, and an inventory write-down of
RMB326.1 million and RMB113.2 million (US$18.7 nidlh) in 2012 and 2013, respectively. In additidrg tosts associated with PV module
production increased by 6.0% to RMB3,871.4 mill{et8$639.5 million) in 2013 from RMB3,650.8 millian 2012, due primarily to an
increase in PV module shipments, partially offsetlilecrease in the blended cost of goods soldgakio account the production cost (silicon
and non-silicon) using internally sourced wafergcpase costs and additional processing coststefreatly sourced wafers and cells.

As a result of the foregoing, our gross profit \RdB335.0 million (US$55.3 million) in 2013, compdrto negative RMB325.5 million
in 2012. Our gross profit margin was 7.1% in 20d@npared to negative 8.8% in 2012.

Operating Expenses and Operating Profit (Loss)

Our operating expenses decreased by 13.3% to RMBTdillion (US$122.5 million) in 2013 from RMB855rillion in 2012. Our
operating expenses as a percentage of our totadveriues decreased to 15.7% in 2013 from 23.22012.

Our selling expenses primarily consist of warragdgts, marketing and promotional expenses, shipmigghandling costs and salaries,
commissions, traveling expenses and benefits ofala@s and marketing personnel. Our selling expetsereased by 6.6% to RMB325.4
million (US$53.8 million) in 2013 from RMB348.6 nidn in 2012, due primarily to the decrease in phig and handling costs, promotional
expenses and personnel expenses, partially offs@h increase in sales commissions along withrtbeease in shipments. Selling expenses
percentage of our total net revenues decrease@% id 2013 from 9.4% in 2012.

Our general and administrative expenses primadisist of salaries and benefits of our administeasitaff, depreciation charges of fixed
assets used for administrative purposes, as walllaénistrative office expenses, including consulesliraveling expenses, insurance and
share compensation charges for our administratvegmnel. Our general and administrative expemsesased by 6.3% to RMB295.5 million
(US$48.8 million) in 2013 from RMB278.0 million @012, due primarily to the decrease in operatingeganent grants with offset effect on
general and administrative expenses. General amthedrative expenses as a percentage of ourretalevenues decreased to 6.3% in 2013
from 7.6% in 2012.

Provision for doubtful debts mainly relate to pigh made for losses for account receivables aodgion for losses in relation to
advance to suppliers that were in contractual defeere we have asserted our termination righas thquire repayment of the remaining
deposits. Our provision for doubtful debts decrddse79.3% from RMB137.7 million in 2012 to RMB2&llion (US$4.7 million) in 2013,
primarily due to the improvement in our accountsreable collection.
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Our research and development expenses primarilsistoof materials used for research and developmanposes, salaries and benefit
our research and development staff, depreciatiangels, and travel expenses incurred by our reseatidevelopment staff or otherwise in
connection with our research and development aietsviOur research and development expenses i &gs1.6% to RMB92.3 million
(US$15.2 million) in 2013 from RMB90.8 million inD22. The increase was primarily because we expaodecesearch and development
team and conducted additional research and develoipactivities. Research and development experssaparcentage of our total net
revenues decreased to 2.0% in 2013 from 2.5% i2.201

As a result of the foregoing, our operating loss R&B406.7 million (US$67.2 million) in 2013, contpd to an operating loss of
RMB1,180.6 million in 2012. Our operating profit g was negative 8.6% in 2013, compared to neg&R:1% in 2012.

Interest Expense, Exchange Losses, Other Inconamgdek in Fair Value of Derivative Contracts and @pes in Fair Value of Conversic
Feature of Convertible Bonc

We generated interest income of RMB21.2 million $3% million) and incurred interest expense of RMB3 million (US$53.5
million) in 2013, compared to interest income of BM.8 million and interest expense of RMB299.5 imiillin 2012. The increase in interest
expense was due primarily to an increase in theuatnaf interest-bearing bank borrowings.

We incurred exchange gain of RMB43.7 million (USSmillion) in 2013, compared to exchange gain of B8 million in 2012,
primarily due to the fluctuation of the U.S. dolkard Euro against the Renminbi.

Our other income decreased to RMB7.8 million (US$tillion) in 2013 from RMB9.3 million in 2012, dymimarily to the decrease in
compensation from insurance. Our other expensegased to RMB16.2 million (US$2.7 million) in 20&8m RMB18.4 million in 2012, due
primarily to a decrease in donations made to usities and charity organizations.

We recorded RMB63.7 million (US$10.5 million) inarfges in fair value of derivative contracts toeeflthe realized and unrealized net
gain arising from the changes of fair value of fmeign currency derivative, commodity and intemr@gé swap contracts in 2013, compared to
RMB5.3 million in 2012, as a result of greater fgreexchange rate volatility.

We recorded RMB6.1 million (US$1.0 million) in ctges in fair value of convertible feature of our eertible bonds in 2013, compared
to RMB5.7 million in 2012, due primarily to the atges in the ADS price.

Income Tax Expen:

Our income tax expense was RMB257.7 million (US644illion) in 2013, compared to an income tax exggewas RMB15.3 million in
2012, due primarily to the provision of valuatidioaance of deferred tax assets.

Net Loss

As a result of the cumulative effect of the aboaetdrs, we had a net loss of RMB874.1 million in20compared to a net loss of
RMB1,562.9 million in 2012. Our net profit margimproved to negative 18.5% in 2013 from negativ&%®in 2012.

2012 Compared to 2011
Net Revenue

Our total net revenues decreased by 42.7% to RMB3amillion in 2012 from RMB6,416.5 million in 2@10ur net revenues derived
from our PV module business (excluding PV modulepssing) decreased by
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42.4% to RMB3,310.7 million in 2012 from RMB5,74818llion in 2011, due primarily to the decreasdtie average selling price of our PV
modules from RMB8.87 in 2011 to RMB4.47 in 20122012, we derived 90.0% of our total net revenuesifthe sale of PV modules,
compared to 89.6% in 2011.

Cost of Revenues and Gross Profit

Our cost of revenues decreased by 39.6% to RMB&Q@8lion in 2012 from RMB6,633.5 million in 2011n particular, we recorded
charges to cost of revenues of RMB287.7 million BMB186.0 million in 2011 and 2012, respectivetyyeflect the probable loss arising fr
the suppliers’ failure to perform under the contisaand an inventory write-down of RMB583.1 milliand RMB326.1 million in 2011 and
2012, respectively. In addition, the costs assediatith PV module production decreased by 39.8RNtB3,650.8 million in 2012 from
RMB6,060.3 million in 2011, due primarily to thealease in blended cost of goods sold taking intmaict the production cost (silicon and
non-silicon) using internally sourced wafers, pash costs and additional processing costs of ettgisourced wafers and cells.

As a result of the foregoing, our gross profit magative RMB325.5 million in 2012, compared to grpsofit of negative RMB217.1
million in 2011. Our gross profit margin was negat8.8% in 2012, compared to negative 3.4% in 2pfifnarily because the decrease in the
average selling price of our PV modules outpacedtitrease in the silicon-based raw materials.

Operating Expenses and Operating Profit (Loss)

Our operating expenses decreased by 2.8% to RMB8B#ion in 2012 from RMB879.4 million in 2011. @operating expenses as a
percentage of our total net revenues increased.g892in 2012 from 13.7% in 2011.

Our selling expenses primarily consist of warragagts, marketing and promotional expenses, shipgidghandling costs and salaries,
commissions, traveling expenses and benefits ofal@s and marketing personnel. Our selling exgeinseeased by 24.6% to RMB348.6
million in 2012 from RMB279.8 million in 2011, dyeimarily to the increase in shipping cost and egien of our sales force. Selling
expenses as a percentage of our total net revéamreased to 9.4% in 2012 from 4.4% in 2011.

Our general and administrative expenses primadhsist of salaries and benefits of our administeasitaff, depreciation charges of fixed
assets used for administrative purposes, as walllaénistrative office expenses, including consulestiraveling expenses, insurance and
share compensation charges for our administrativegmnel. Our general and administrative expense®dsed by 18.3% to RMB278.0
million in 2012 from RMB340.4 million in 2011, dyeimarily to the decrease of stock option expemsgsconsulting service expenses.
General and administrative expenses as a perceotage total net revenues increased to 7.6% irededm 5.2% in 2011.

Provision for doubtful debts and other receivalfesnly relate to provision made for losses for agtaeceivables and provision for
losses in relation to advance to suppliers thaewercontractual default where we have assertedeoonination rights that require repayment of
the remaining deposits. Our provision for doubtfebts and other receivables increased by 144.8b4®137.7 million from RMB56.2
million. The increase was primarily due to our ditpwith Guo Hua to collect the remaining accouat®ivable under the EPC contract.

Our research and development expenses primarilyistoof materials used for research and developmanposes, salaries and benefit
our research and development staff, depreciatiangels, and travel expenses incurred by our reseatiklevelopment staff or otherwise in
connection with our research and development aietsviOur research and development expenses iec&§s33.1% to RMB90.8 million in
2012 from RMB68.2 million in 2011. The increase waisnarily because we expanded our research anelajament team and conducted
additional research and development activitieseBeh and development expenses as a percentagetotal net revenues increased to 2.5%
in 2012 from 1.1% in 2011.
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As a result of the foregoing, our operating loss W&1B1,180.6 million in 2012, compared to an ogagatoss of RMB1,096.4 million in
2011. Our operating profit margin decreased to tie®&82.1% in 2012 from negative 17.1% in 2011.

Interest Expense, Exchange Losses, Other Inconamgdek in Fair Value of Derivative Contracts and @pes in Fair Value of Conversic
Feature of Convertible Bonc

We generated interest income of RMB15.8 million aralirred interest expense of RMB299.5 million 812, compared to interest
income of RMB11.8 million and interest expense bfBRL71.1 million in 2011. The increase in interegpense was due primarily to an
increase in the amount of interest-bearing bankowongs.

We incurred exchange gain of RMB8.9 million in 20t8mpared to exchange losses of RMB4.0 milliog0a1, primarily due to the
fluctuation of the U.S. dollar and Euro against frenminbi.

Our other income increased to RMB9.3 million in 206om RMB5.1 million in 2011 due primarily to compsation from insurance. Our
other expenses increased to RMB18.4 million in 20@th RMB14.1 million in 2011, due primarily to &mcrease in bank charges.

We recorded RMB5.3 million in changes in fair vabfelerivative contracts to reflect the realized amrealized net gain arising from 1
changes of fair value of our foreign currency dative, commodity and interest rate swap contrac#0il2.

We recorded RMB5.7 million in changes in fair vabfeconvertible feature of our convertible bond2012, due primarily to the chanc
in the ADS price.

Income Tax Expen:

Our income tax expense was RMB15.3 million in 2Q#npared to an income tax benefit of RMB144.9iomilin 2011, due primarily t
the provision of valuation allowance of deferrexl éasets.

Net Loss

As a result of the cumulative effect of the aboaetdrs, we had a net loss of RMB1,562.9 millio2@12, compared to a net loss of
RMB930.1 million in 2011. Our net profit margin deased to negative 42.5% in 2012 from negative%4rb2011.

Inflation
Since our inception, inflation in China has not enetlly affected our results of operations. Accagito the National Bureau of Statistics

of China, changes in the consumer price index im&tvere 5.4%, 2.6% and 2.6% in 2011, 2012 and 2@Epectively.

B. Liquidity and Capital Resources

We are a holding company, and conduct substanadlilyf our business through SolarOne Qidong, ololly owned PRC operating
subsidiary. The payment of dividends by entitieganized in China is subject to limitations. CurrBRC regulations permit our subsidiaries to
pay dividends to us only out of their accumulateafits, if any, determined in accordance with PRC€aunting standards and regulations. In
addition, each of our subsidiaries in China is negito set aside a certain amount of its aftergiafits each year, if any, to fund certain
statutory reserves. These reserves are not disthleuas cash dividends. As of December 31, 20i@&ahof RMB3,401.4 million (US$561.9
million) was not available for distribution to usthe form of dividends due to these PRC regulation
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Liquidity
The following table sets forth a summary of ourclisws for the periods indicated:

Year Ended December 31

2011 2012 2013
(RMB) (RMB) (RMB) (US$)
(In thousands)
Net cash provided by (used in) operating activi 255,49. (1,052,21) 386,71¢ 63,88:
Net cash used in investing activiti (2,437,929 (534,51)  (421,35() (69,60:)
Net cash provided by financing activiti 2,528,20! 286,65 607,63 100,37-
Net increase (decrease) in cash and cash equis 345,77t (1,300,07) 573,00! 94,65¢

Cash Flows from Operating Activities

Net cash provided by operating activities primacibnsists of net income (loss), as adjusted foreamh items such as change in fair
value of the conversion feature of our convertlieds, depreciation and amortization, warranty isiom, share-baseztbmpensation expens
provision for doubtful debts, provision for losgesadvances to suppliers, deferred tax benefd,the effect of changes in certain operating
assets and liabilities line items such as inveagyrother assets (including advance to supplieng-termprepayments and accounts receiva
amounts due to related parties, accounts payalsé&mer deposits, accrued expenses and otheitleghil

Our net cash provided by operating activities wi#BR86.7 million (US$63.9 million) in 2013, which walerived from net loss of
RMB874.1 million, adjusted to reflect a net increaslating to non-cash items and a net increaséinglto changes in operating assets and
liabilities. The adjustments relating to non-casimis were primarily comprised of depreciation ambdization of RMB436.1 million
(US$72.0 million), a deferred tax expense of RMB254illion (US$42.0 million), write-down of inventies of RMB113.2 million (US$18.7
million) and the amortization of convertible bordiscount of RMB95.7 million (US$15.8 million). Tlealjustments relating to changes in
operating assets and liabilities, which resulted iret increase of RMB337.8 million, were primadlymprised of:

* anincrease of RMB180.2 million (US$29.8 mifijan notes payable and an increase in amountaltedated parties of RMB103.2
million (US$17.1 million) due primarily to the ineased purchase to meet the demand of graduallyeesmbsolar market; ar

* adecrease of RMB68.4 million (US$11.3 million)other current assets due primarily to lesséaoverable and less unbilled
project revenue under percent-of-completion methoc

Our net cash used in operating activities was RMB2.2 million in 2012, which was derived from nes$ of RMB1,562.9 million,
adjusted to reflect a net increase relating to cash items and a net decrease relating to changgerating assets and liabilities. The
adjustments relating to non-cash items were prignadmprised of an increase in write-down of imaes of RMB326.1 million, depreciation
and amortization of RMB373.2 million, provision fdoubtful collection of advances to supplier of RW®.0 million, amortization of
convertible bonds discount of RMB88.5 million armdydsion for doubtful collection of accounts recaive of RMB87.6 million. The
adjustments relating to changes in operating assetdiabilities, which resulted in a net decreaSBMB781.3 million, were primarily
comprised of:

* anincrease of RMB508.3 million in accountsetigable and an increase in amount due from reladeties of RMB195.1 million,
due primarily to greater sales near the end of/#ze;

* anincrease of RMB480.7 million in inventorg$marily as a result of increased finished goods drimarily to a decrease in sales;
and

» adecrease in advance to suppliers and lomgqegpayments of RMB159.3 million, primarily due heetdecrease in silicon matel
price and smaller advances required by suppl
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Our net cash provided by operating activities wsBR55.5 million in 2011, which was derived from hess of RMB930.1 million,
adjusted to reflect a net increase relating to cash items and a net decrease relating to changg®erating assets and liabilities. The
adjustments relating to non-cash items were prignadmprised of an increase in write-down of inveigs of RMB583.1 million, depreciation
and amortization of RMB218.6 million, provision fdoubtful collection of advances to supplier of RR.7 million, provision for doubtful
collection of other receivables of RMB54.0 milliand impairment of goodwill of RMB134.7 million. Thaljustments relating to changes in
operating assets and liabilities, which resulted iret increase of RMB184.3 million, were primadlymprised of:

» adecrease of RMB743.5 million in accounts recdeatiue primarily to a decrease in sa
* anincrease of RMB476.4 million in inventories pairfy as a result of increased finished goods diragrily to a decrease in sale

* anincrease in notes payable of RMB260.0 nnilamd an increase in accounts payable of RMB12ill®mdue primarily to costs
incurred as a result of our capacity expansiorfihl2 anc

* anincrease of RMB206.4 million in other cuttrassets, primarily because we were able to re@eld@ional cash refund of VAT
tax due to an increase in acquisition of fixed &sse2011

Cash Flows from Investing Activities
Our net cash used in investing activities primaciyisists of cash used for the acquisition of fiaesets.

Our net cash used in investing activities was RMB42nillion (US$69.6 million) in 2013, primarily asisting of RMB426.3 million
(US$70.4 million) of cash used for the acquisitidriixed assets, primarily our manufacturing maeinynand equipment.

Our net cash used in investing activities was RMB53nillion in 2012, primarily consisting of RMB5@Bmillion of cash used for the
acquisition of fixed assets, primarily our manufaictg machinery and equipment.

Our net cash used in investing activities was RMB2,9 million in 2011, primarily consisting of RMB®0.5 million of cash used for
the acquisition of fixed assets, primarily our mi@eturing machinery and equipment.

Cash Flows from Financing Activities

Our net cash generated from financing activitiesarily consists of capital contributions by shavielers and proceeds from
short-term bank borrowings, as offset by paymehshort-term and long-term bank borrowings.

Our net cash provided by financing activities wagB®07.6 million (US$100.4 million) in 2013. This wanainly attributable to procee
from short-term borrowings of RMB2,152.7 million $3355.6 million) and proceeds from long-term boiirms of RMB618.0 million
(US$102.1 million), partially offset by paymentsifort-term borrowings of RMB2,209.5 million (US$365nillion).

Our net cash provided by financing activities wadB286.7 million in 2012. This was mainly attributalio proceeds from
short-term borrowings of RMB2,661.2 million and peeds from long-term borrowings of RMB1,369.4 raillj partially offset by payment of
short-term borrowings of RMB3,263.1 million.

Our net cash provided by financing activities wadB?,528.2 million in 2011. This was mainly attrilable to proceeds from
short-term borrowings of RMB3,322.5 million and peeds from long-term borrowings of RMB1,595.0 roillj partially offset by payment of
short-term borrowings of RMB1,877.1 million.
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Capital Resources and Capital Expenditures

We have financed our operations primarily througsicflows from operations and also through bankdand related-party loans and
proceeds from our initial public offering, the centible bond offering in January 2008, the contimidDS offerings from July 2008 to Augt
2008 and from September 2009 to November 2009 dADS offering in November 2010. We believe ourkimag capital is sufficient for ot
present requirements.

As of December 31, 2013, we had short-term bankoldngs from various commercial banks with an aggte outstanding balance of
RMB1,105.6 million (US$182.6 million). Our shortre bank borrowings bore average interest rates3#%, 4.20% and 3.49% per annum in
2011, 2012 and 2013, respectively. These short-bamk borrowings have terms of one month to one, yaal expire at various times
throughout the year. Some of our short-term bankoangs were secured by land use rights and mgldwnership. As of December 31,
2013, the aggregate outstanding balance of themuportion of our long-term bank borrowings, whistdue for repayment from January 1,
2014 to December 31, 2014, was RMB234.1 million$8&7 million) and the aggregate outstanding baarthe noncurrent portion of our
long-term bank borrowings, which will be due afbere year, but before three years, was RMB2,446lllom{US$404.1 million). Our
long-term bank borrowings outstanding as of Decerm8ke2013 bore an average interest rate of 3.5d@apnum. We expect to continue to
rollover our bank borrowings when they become duethe extent we are unable to rollover our bankdwings for whatever reason, we will
repay such borrowings with cash generated fromatjpey activities or alternative funding sources.

We have been buying back our convertible bonds fiora to time since January 1, 2012 and may coatiowdo so in the future, subject
to market conditions and other factors. In 2012 remrchased our 2018 convertible bonds in a ptatipal amount of US$71.9 million. As
of December 31, 2013, we had US$100.6 million ppalcamount of 2018 convertible bonds outstandirige holders of the 2018 convertible
bonds have the right to require us to repurchds® al portion of the bonds on January 15, 201& rapurchase price equal to 100% of the
principal amount of the bonds to be repurchased; atcrued and unpaid interest, if any.

As of December 31, 2013, we had cash and cashaqutg in the amount of RMB1,249.5 million (US$2Dfillion). Our cash and cash
equivalents primarily consist of cash on hand aakideposits, which are unrestricted as to withdtamd use. Our advance to suppliers and
long-term prepayments in total was RMB680.2 milli&MB350.9 million and RMB314.1 million (US$51.9lian) as of December 31, 2011,
2012 and 2013, respectively. Our fixed assets Wdi84,716.0 million, RMB4,780.0 million and RMB4,482million (US$740.5 million) as
of December 31, 2011, 2012 and 2013, respectively.

As of December 31, 2013, we had commitments of@pprately RMB4.1 million (US$0.8 million) related the acquisition of fixed
assets. The commitment for acquisition of fixecetsss expected to be settled within 2014.

Our capital expenditures were RMB2,437.9 millioMB534.5 million and RMB421.4 million (US$69.6 mdln) in 2011, 2012 and
2013, respectively, all of which related primatidythe purchases of manufacturing equipment antitfaconstruction costs. Based on the
current market conditions, we expect to incur apmkpenditures of approximately US$80.0 millior2DiL4, which will be used primarily to
pay for automation of existing manufacturing lindewever, we will actively review our capacity exgéon plan on a regular basis as the
business environment evolves.

In January 2013, Hanwha SolarOne Hong Kong Liméettred into a subscription agreement with SamSeugrities (Asia) Ltd. and
Kookmin Bank Hong Kong Ltd. to issue outside thateith States US$100 million in floating rate notee @016 guaranteed by Hanwha
Chemical Corporation. On June 27, 2013, SolarOm®1§y, secured a three-year US$100 million term faaility from the Export-lmport
Bank of Korea (KEXIM) with a floating interest radé three-month LIBOR, plus 1.99% per annum for kitag capital purposes, all of which
was drawn down on June 27, 2013. We plan to fuad#iance of our capital expenditure
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requirements for 2013 with cash from operationgjtamhal bank borrowings, and other forms of finiag if necessary. In December 2013, we
entered into a framework agreement with the BarBaijing for access of up to RMB3.5 billion of ciedver the a three-year period, with
specific drawdowns subject to the approval proceslof the Bank of Beijing, including reviews of thgecific applicable project information.

Recent Accounting Pronouncements

In March 2013, the Financial Accounting Standardaf8 (“FASB”) issued Accounting Standards UpdaSt”) No. 2013-05 (“ASU
2013-05"), Parent’s Accounting for the Cumulativaiislation Adjustment upon Derecognition of Certaibsidiaries or Groups of Assets
within a Foreign Entity or of an Investment in ar®ign Entity, which specifies that a cumulativenskation adjustment (“CTA”) should be
released into earnings when an entity ceases ® &awntrolling financial interest in a subsidianygroup of assets within a consolidated
foreign entity and the sale or transfer resultthancomplete or substantially complete liquidatidithe foreign entity. For sales of an equity
method investment that is a foreign entity, a @ta portion of CTA attributable to the investmemiubhd be recognized in earnings when the
investment is sold. When an entity sells eithea pr all of its investment in a consolidated fgreentity, CTA would be recognized in
earnings only if the sale results in the parenfonger having a controlling financial interest retforeign entity. In addition, CTA should be
recognized in earnings in a business combinatibresed in stages. For public entities, ASU 2013<0&ffective for reporting periods
beginning after December 15, 2013, with early aidogpbermitted. We will adopt ASU 2013-05 on Janukrg014 and does not expect the
adoption to have a material impact on our constgidifinancial statements.

In July 2013, the FASB issued ASU No. 2013-11, inedlaxes (Topic 740) (“ASU 2013-11") to provide damce on the financial
statement presentation of an unrecognized tax lievieén a net operating loss carryforward, simiéaeloss, or tax credit carryforward exists.
ASU 2013-11 requires an unrecognized tax benefe, mortion of an unrecognized tax benefit, to lEspnted in the financial statements as a
reduction to a deferred tax asset for a net opeyatiss carryforward, a similar tax loss, or a¢eedit carryforward, with certain exceptions.
The modifications to ASC Topic 740 resulting frone tissuance of ASU 2013-11 are effective for figeadrs beginning after December 15,
2013 and interim periods within those years. Eadgption is permitted. We will adopt ASU 2013-14in@ing January 1, 2014 and does not
expect the adoption to have a material impact arconsolidated financial statements and disclosures

C. Research and Development, Patents and Licenses

The PV industry is characterized by rapidly evolvtechnology advancements. Achieving fast and naatitechnology improvements is
of critical importance to maintaining our compefitiadvantage. Our research and development effontsentrate on lowering production costs
per watt by increasing the conversion efficiendg i@ our products and reducing silicon usage byeag the thickness of PV cells.

We have been developing advanced technologiespgmira the conversion efficiency and reduce the petdn cost of our PV products.
We have successfully applied shallow emitters amthhtontacting pastes optimized for shallow emstte our production lines, and we have
implemented novel metallization patterns that redsitver usage. We have successfully tested addaegéuring and rear passivation
technologies in our pilot line and are evaluatimg ¢ost effectiveness of commercializing theseneldgies. We have demonstrated
good-quality cells using low-cost poly silicon mix¢s. We have designed, built and tested new mgutatiuct designs that increase module
sunlight-to-electricity conversion efficiency, dease systems installation costs, increase modelaize of non-uniform illumination, and
facilitate new applications, such as low-cost freeag laminate installation and building-integraitestallation. In 2011, 2012 and 2013, our
research and development expenses were RMB68i2mikMB90.8 million and RMB92.3 million (US$15.2ilion), respectively.

Our research and development department workslglasén our manufacturing department to lower protilen costs by improving our
production efficiency. In April 2007, we establishthe SolarOne PV
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Engineering Center. The SolarOne PV Engineeringeés located near our manufacturing facilitie€iidong, Jiangsu Province, and
equipped with a pilot production line and variohsi@cterization tools. The center focuses on impgpeell conversion efficiency and
expanding the application of solar cells. We as® alorking together with universities and reseanslkitutes to develop new technology and
products.

D. Trend Information

Other than as disclosed elsewhere in this annpalteve are not aware of any trends, uncertaintiesiands, commitments or events
since January 1, 2014 that are reasonably likehat® a material adverse effect on our net revemuesme, profitability, liquidity or capital
resources, or that caused the disclosed finamdfaihation to be not necessarily indicative of fetoperating results or financial conditions.

E. Off-BalanceSheet Arrangements

We have not entered into any financial guaranteesheer commitments to guarantee the payment disigs of third parties. We have 1
entered into any derivative contracts that arexaddo our shares and classified as shareholdgugtye or that are not reflected in our
consolidated financial statements. Furthermoredavaot have any retained or contingent interesssets transferred to an unconsolidated
entity that serves as credit, liquidity or markiskrsupport to such entity. We do not have anyalde interest in any unconsolidated entity that
provides financing, liquidity, market risk or credupport to us or that engages in leasing, hedgingsearch and development services with
us.

F. Tabular Disclosure of Contractual Obligations

The following table sets forth our contractual ghtions as of December 31, 2013:

Payment Due by Perioc

Less than : More than
Total Year 1-3 Years 3-5 Years 5 Years
(In RMB thousands)
Operating lease obligatiol 5,01« 2,75¢ 2,25¢ — —
Long-termdebt obligation<®) 4,105,29! 312,641 3,792,65! — —
Commitments relating to the acquisition of fixedets 4,09¢ 4,09¢ — — —
Unrecognized tax bene 143,47: 143,47. — — —

Total

(1) The long-term debt obligations represent theggpals and interests of (i) long-term bank borimys, (ii) convertible bonds and (iii) long-
term notes. Please see “Bank Borrowings” under Nat€Long-Term Notes” under Note 17 and “ConvdeiBonds” under Note 22 to
our audited consolidated financial stateme

G. Safe Harbor

This annual report on Form 20-F contains forwarmkiog statements that relate to future events, includimgfuture operating results a
conditions, our prospects and our future finang@formance and condition, all of which are larde#ysed on our current expectations and
projections. The forward-looking statements are@aoed principally in the sections entitled “ItenD3Risk Factors,” “Item 4. Information on
the Company” and “ltem 5. Operating and FinancieviBw and Prospects.” These statements are made thed“safe harbor” provisions of
the U.S. Private Securities Litigation Reform AEtl895. You can identify these forward-looking staents by terminology such as “may,”
“will,” “expect,” “anticipate,” “future,” “intend,” “plan,” “believe,” “estimate,” “is/are likely tobr other and similar expressions.
Forward-looking statements involve inherent riskd ancertainties. A number of factors could caugeal results to differ materially from
those contained in any forward-looking statemamtiuding but not limited to the following:

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

» our beliefs regarding the effects of environtaéregulation, lack of infrastructure reliabilig;nd long-term fossil fuel supply
constraints
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» our beliefs regarding the inability of traditiorfaksil fuel-basecgeneration technologies to meet the demand fotraditg;
» our beliefs regarding the importance of environratypfriendly power generatior

e our expectations regarding governmental supporth®ideployment of solar ener¢

» our beliefs regarding the acceleration of adoptibsolar technologie:

* our expectations with respect to advancementsiineminologies

» our beliefs regarding the competitiveness of olargoroducts

e our expectations regarding the scaling of our mactufing capacity

e our expectations with respect to revenue growthpoéitability;

e our expectations with respect to our ability toseaaw materials, especially silicon and silicaafevs, in the future
» competition from other manufacturers of PV produstd conventional energy supplie

» our future business development, results of opmratand financial condition; ai

» future economic or capital market conditio

This annual report on Form 20-F also contains dltded to the PV market worldwide and in Chingetakrom third-party reports. The
PV market may not grow at the rates projected byntlarket data, or at all. The failure of the matkegrow at the projected rates may have a
material adverse effect on our business and thkehprice of the ADSs. In addition, the rapidly ngang nature of the PV market subjects any
projections or estimates relating to the growthspeets or future condition of our market to sigr@fit uncertainties. If any one or more of the
assumptions underlying the market data turns obetmcorrect, actual results may differ from thejgctions based on these assumptions. Yo
should not place undue reliance on these forwasllihg statements.

The forward-looking statements made in this annejabrt on Form 20-F relate only to events or infation as of the date on which the
statements are made in this annual report on FOrf. Except as required by law, we undertake n@abibn to update or revise publicly any
forward-looking statements, whether as a resuttest information, future events or otherwise, after date on which the statements are made
or to reflect the occurrence of unanticipated evevibu should read this annual report on Form 2@ifpletely and with the understanding
our actual future results may be materially differeom what we expect.

ITEM 6 DIRECTORS, SENIOR MANAGEMENT AND EMPLOYEES

A. Directors and Senior Management

Directors and Executive Officers
The following table sets forth information regamgliour directors and executive officers.

Name Age Position/Title
Ki-JoonHong 64 Chairman and Chief Executive Offic
Min Su Kim 49 Director and Presidel

Thomas J. To' 59 Independent Directc

Ernst A. Biitler 70 Independent Directc

David N. K. Wancg 68 Independent Directc

Jung Pyo Se 48 Chief Financial Office
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Directors

Mr. Ki-Joon Honghas served as our chairman of the board since Dere?®, 2010 and chief executive officer since AQ¢1. He is the
CEO of Hanwha Chemical Corporation. Prior to higent position, Ki-Joon was the CEO of Hanwha Cleal's pharmaceutical and refinery
businesses. Under his leadership, Hanwha Chemitadezl into solar energy and secondary batterynbases and also actively expanded its
overseas operations, forming a joint venture indBAuabia and building a PVC factory in Ningbo, Ziaag. He received a B.S. in Chemical
Engineering from Seoul National University.

Mr. Min Su Kimhas served as our president since October 2012wamdirector since November 2012. He also servesraember of our
corporate governance and nominating committee Kifn. has over 25 years of experience in corporaaemihg, finance, marketing and sales.
He most recently served as the vice presidenteopthnning office of Hanwha Group Headquartergyaasible for developing short- and
long-term strategic plans for the group. Mr. Kinnv&al as the vice president of the corporate planpoffice of Hanwha Chemical Corporation
from 2008 to 2011, senior manager of PE & CA manketeam of Hanwha Chemical Corporation from 2082Q@08 and general manager of
the marketing team of Kemira Chemicals Korea Cafon from 1998 to 2000, and held various positiahslanwha Chemical Corporation
from 1987 to 1998. Mr. Kim received his bachelatégree in business administration from Seoul Natitmiversity in 1987, and received his
master’s degree in business administration fromdiborBusiness School in 2011.

Mr. Thomas J. Tohas served as our independent director since NoeeRilD6. He also serves as the chairman of out eodlimittee
and corporate governance and nominating commitideaa a member of our compensation committee. tHey @urrent positions include
director of several privately held companies. Moy s co founder and managing director of PacRimt\Wee Partners, a venture capital firm
based in Menlo Park, California, since 1999, igature partner/advisor for ICCP Ventures, a ventapstal firm, and a general partner of
Startup Capital Ventures. Formerly, he was a pastitdh SmartForest Ventures, a venture capital fiased in Portland, Oregon and a partner
and managing director of the Corporate Financediiivi of Technology Funding, a venture capital fbased in San Mateo, California. From
1979 to 1987, Mr. Toy held several positions atlBBahAmerica National Trust and Savings Associatiooluding vice president. He received
his bachelor's and master’s degrees from Northweddaiversity in the United States.

Mr. Ernst A. Bitlehas served as our independent director since NoaeBti)6. He also serves as the chairman of our ensation
committee and as a member of our audit committeéleaara member of our corporate governance and admgncommittee. Mr. Bltler has
been an independent board member/consultant andraiE.A. Bitler Management in Zirich since 200& other current positions include
chairman of the board of AA-Partners, Zurich, ahdinman of the board of Asset Finance Partners Zutich, member of the advisory board
of XBiotech Inc., Austin/Texas/USA, member of theabd of XBiotech Switzerland AG, Zug, XBiotech Genmy GmbH, Frankfurt,
ImmNeuweg AG, Dubendorf, ImmForch AG, Forch, Switzed and Lhotse Capital Advisors Limited, HamitBermuda. From 1999 to 20(
he was a partner of Partners Group in Zug, theetngdependent Asset Manager of Private Equifurope. Mr. Bltler spent over 25 years
with Credit Suisse and Credit Suisse First Bostath his last assignments being Managing Directat @o-head of Corporate and Investment
Banking Switzerland and Global Head of MultinatibBavision. He received a bachelor’'s degree from Sthool of Economics and Business
Administration in Zarich in 1973, and attended pgstduate programs at the University of Massacksigethe United States, the INSEAD,
Fontainebleau, Paris, and at the Massachusetititastf Technology, Boston, USA.

Dr. David N.K. Wandnas served as our independent director since 2p@i9. He also serves as a member of our audit ctie@ni
compensation committee and corporate governance@méhating committee. Dr. Wang is currently thaioman of the board of Ether
Optronics Inc. and was the president and chiefeiez officer of Semiconductor Manufacturing Intational Corporation (SMIC) and an
overseas advisor to the Ministry of Science anchetogy of the People’s Republic of China from 20602011. He is also an advisor to the
Greater China Innovation and Entrepreneurship pt@gStanford University in the United States.
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He was a member of the board of directors of Semgigotor Equipment and Materials International (SE&id chairman of its China Regiol
Advisory Board. From September 2005 to June 2007Wang served as the chief executive officer odktang Group and concurrently
chairman of Huahong NEC, a subsidiary of Huahonou@r Prior to joining Huahong Group, Dr. Wang sdras executive vice president of
Applied Materials and president of Applied Matesidlsia. Dr. Wang was responsible for Applied Matksfibusiness strategy, planning and
execution throughout Asia. Dr. Wang has also bemember of, chaired and helped found a varietyoahcils, committees and associations
related to technology and Asia Pacific businesseammhomy. He received his Ph.D. degree in Mate8alence from the University of
California, Berkeley.

Non-Director Executive Officers

Mr. Jung Pyo Sebas served as our chief financial officer sincg 2011. Prior to his current position, Mr. Seo sehas chief financial
officer and chief operating officer of Azdel Inm,Virginia from 2008 to 2011. While with Azdel Indvr. Seo rebuilt the company’s cash and
debt management systems and processes, implensgentd ERP system, managed commercial bankingoeéitips, raised capital and hel|
the company expand market share in a competitivikehavith rising raw material prices. He also pldya important role in the acquisition
and post-acquisition integration of Azdel Inc. bgrtdvha Corporation. Prior to that, Mr. Seo held e of accounting, finance and
sales-related positions at Hanwha Resorts Corporaind Hanwha Chemical Corporation for 12 years.9¢po received an MBA with a
concentration in Finance from the University of \Magton, and a B.A. with a concentration in Finaaoe Accounting from Seoul National
University.

B. Compensation
Compensation

In 2011, 2012 and 2013, we paid aggregate cashauwsagion of RMB3.0 million, RMB9.2 million and RMBEmillion (US$1.0
million), respectively, to our directors and exéeaitofficers. For options granted to officers anmctors, see “—2006 Share Option Plan” and
“—2007 Equity Incentive Plan.”

The purposes of our 2006 share option plan and 2Qity incentive plan are to attract and retaslibst available personnel for
positions of substantial responsibility, provideliidnal incentive to employees, directors and cadtasts and promote the success of our
business. Our board of directors believes thatourpany’s long-term success is dependent upontwlitydo attract and retain superior
individuals who, by virtue of their ability, experice and qualifications, make important contrimgito our business.

2006 Share Option Plan

We adopted our 2006 share option plan in Novem8@620ur 2006 share option plan provides for tlagof options to purchase our
ordinary shares, subject to vesting.

Administration. Our 2006 share option plan is administered byctirapensation committee of our board of directdbh& committee will
determine the provisions, terms and conditionsagheoption grant, including, but not limited toethxercise price for the options, vesting
schedule, forfeiture provisions, form of paymenegércise price and other applicable terms. Theceseprice may be adjusted in the event of
certain share or rights issuances by our company.

Option Exercise Our 2006 Share Option Plan requires the optiengdsted over five years in equal portions, extegdtthe vesting
schedule of options granted to certain of our [@sifenals, independent directors and advisors magdsehan five years if our compensation
committee deems it necessary and appropriate. jti@ens, once vested, are exercisable at any tirfardo&lovember 30, 2016, at which time
the options will become null and void. The exer@sees of the options are determined by the comsgiion committee.
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Termination of AwardsOptions granted under our 2006 share option Iptase specified terms set forth in a share optiorergent. Eac
employee who has been granted options shall undettework for our company for at least five yestiarting from the grant date, or for such
term as is otherwise specified in the individuabsre option agreement. In the event that the grapls employment with our company
terminates without cause, the employee shall bexhto exercise his or her vested options withiee months of his or her termination, and
any unvested options will be forfeited to our compaHowever, if instead the employee’s employmenéerminated by our company for cause
all of his or her unexercised options, whetheregstr unvested, will be forfeited to our company.

Share Split or Combinationin the event of a share split or combination wf ardinary shares, the options, whether exerasawt, shal
be split or combined at the same ratio.

Amendment and Termination of Pla®ur compensation committee may at any time ams&hend or terminate our 2006 share option
plan. Amendments to our 2006 share option plarsalogect to shareholder approval, to the extentireduy law, or by stock exchange rules
regulations. Any amendment, suspension or terngnaif our 2006 share option plan may not adveraffct awards already granted without
written consent of the recipient of such awards.

Our board of directors authorized the issuancgpabul 0,799,685 ordinary shares upon exercise afdsvgranted under our 2006 share
option plan. The following table sets forth certaiformation regarding our outstanding options urmlg 2006 share option plan as of the date
of this annual report.

Ordinary Shares

Underlying
Name Outstanding Option Exercise Price Grant Date Expiration Date
(US$/share)
Ki-JoonHong — — — —
Min Su Kim — — — —
Thomas J. To' 120,00( 1.8 November 30, 20( November 30, 201
Verena Maria Biitler (wife of Ernst A. BUtle 180,00( 1.8 November 30, 20( November 30, 201
David N.K. Wang — — — —
Jung Pyo Se — — — —
Other individuals as a grot 246,40( 1.8 November 30, 20( November 30, 201
150,00( 2.0z August 16, 200 November 30, 201
100,00( 2.5¢ October 26, 20( November 30, 201
50,00( 2.7¢ November 1, 20C November 30, 201
100,00( 5.31 December 13, 20( November 30, 201
146,25( 2.1t March 6, 200 November 30, 201
Total 1,092,65!

— No outstanding share option was held by such pe

2007 Equity Incentive Plan

We adopted our 2007 equity incentive plan in Au@@f7. It provides for the grant of options, reté&d stock, restricted stock units,
stock appreciation rights, performance units arrfbpmance stock to our employees, directors andwitents. The maximum aggregate
number of our ordinary shares that may be issuddmue 2007 equity incentive plan is 10,799,68%ddition, the plan provides for an anr
increase in the number of shares available fomisse on the first day of each fiscal year, begigpmiith our 2008 fiscal year, equal to 2% of
our then outstanding ordinary shares or such lesseunt as our board of directors may determine.
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Administration. Different committees with respect to differenbgps of service providers, comprised of membeisuofoard or other
individuals appointed by the board, may administar2007 equity incentive plan. The administratas the power to determine which
individuals are eligible to receive an award, teris of the awards, including the exercise pritany), the number of shares subject to an
award, the exercisability of the awards and thenfof consideration payable upon exercise.

Options. The exercise price of incentive stock options tnasat least equal to the fair market value ofardinary shares on the date of
grant; however, the overseas price of our non-satistock options may be as determined by the aidtnator. The term of an incentive stock
option may not exceed ten years, except that wipect to any participant who owns 10% of the pgiawer of all classes of our outstanding
shares as of the grant date, the term must noedxoee years and the exercise price must equabat 110% of the fair market value on the
grant date. The administrator determines the tdratl other options. Upon the termination of theveee of a participant, he or she may
exercise his or her vested options for the perfdiree stated in the option agreement, and any stegeoptions are forfeited to our company.
Generally, if termination is due to death or diihithe option will remain exercisable for twelmgonths. In all other cases, the option will
generally remain exercisable for three months. H@rean option generally may not be exercised kit@n the expiration of its term.

Restricted StockRestricted stock awards are ordinary sharesv#sitin accordance with terms and conditions estadd by the
administrator and set forth in an award agreeni¥érg.administrator will determine the number of glsauf restricted stock granted to any
employee and may impose whatever conditions tanggtdetermines to be appropriate.

Stock Appreciation RightsStock appreciation rights allow the recipientgoeive the appreciation in the fair market valtiew ordinary
shares between the date of grant and the exeraiseThe exercise price of stock appreciation siginanted under our plan may be as
determined by the administrator. Stock appreciatigits expire under the same rules that applyptoos.

Performance Units and Performance Shar@erformance units and performance shares arelawrat will result in a payment to a
participant generally only if performance goalsabtished by the administrator are achieved. Theimdtrator will establish organizational or
individual performance goals in its discretion, erhidepending on the extent to which they are wiitdetermine the number and the value of
performance units and performance shares to beopaith participants.

Restricted Stock UnitsRestricted stock units are similar to awardsestricted stock, but are not settled unless thedwests. Restricte
stock units may consist of restricted stock, penfmmce share or performance unit awards, and thenatrator may set forth restrictions based
on the achievement of specific performance goals.

Amendment and Terminatio®©ur 2007 equity incentive plan will automaticaigrminate in 2017, unless we terminate it sooder.
board of directors has the authority to amendr,aigspend or terminate the plan provided sucloactoes not impair the rights of any
participant with respect to any outstanding awards.
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Our board of directors authorized the issuancepdbul 0,799,685 ordinary shares upon exercise af@swranted under our 2007 equity
incentive plan. The following table sets forth e@rtinformation regarding our outstanding optionsler our 2007 equity incentive plan as of

the date of this annual report.

Ordinary Shares
Underlying
Name Outstanding Option Exercise Price Date of Grant Expiration Date
(US$/share)
Ki-JoonHong — — — —
Min Su Kim — — — —
Thomas J. To' — — — —
Ernst A. Biitler — — — —
David N.K. Wang 300,00t 0.8¢ April 2, 200¢ April 2, 201¢
Jung Pyo Se — — — —
Other individuals as a grot 20,00( 4.37¢ May 28, 200: May 28, 201
20,00( 2.4z September 26, 20 September 26, 20
511,30( 1.34¢ October 16, 20C October 16, 201
5,00( 1.34¢ March 17, 200 March 17, 201
121,50( 1.18¢ September 11, 20! September 11, 20
373,80 1.37: December 3, 20( December 3, 20:
150,00( 1.0¢ December 28, 20( December 28, 20:
50,00( 1.49¢ June 28, 201 June 28, 201
Total 1,551,601

— No outstanding share option was held by such pe

The following table sets forth certain informatim@garding our granted restricted stock units under2007 equity incentive plan as of

date of this annual report.

Ordinary Shares
Underlying Granted

Restricted Stock

Name Units Date of Grant Expiration Date
Ki-Joon Hong — — —
Min Su Kim — — —
Thomas J. To' 37,50( January 1, 201 January 1, 20z
37,50( January 1, 201 January 1, 20z
75,00( January 1, 201 January 1, 20z
75,00( January 1, 201 January 1, 20z
Verena Maria Butler (wife of Ernst A. Bitle 37,50( January 1, 201 January 1, 20z
37,50( January 1, 201 January 1, 20z
75,00( January 1, 201 January 1, 20z
75,00( January 1, 201 January 1, 20z
David N.K. Wang 37,50( January 1, 201 January 1, 20z
37,50( January 1, 201 January 1, 20z
75,00( January 1, 201 January 1, 20z
75,00( January 1, 201 January 1, 20z
Jung Pyo Se — — —
Other individuals as a grot 110,00( February 28, 201 February 28, 20z
225,00( May 31, 201 May 31, 202
112,50( July 28, 201 July 28, 202
412,50( November 29, 201 November 29, 20z
225,00( April 30, 201 April 30, 202
112,50( June 28, 201 June 28, 20z
25,00( May 28, 201 May 28, 202
Total 1,897,501

— No restricted stock units have been granted to pecton
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C. Board Practices
Committees of the Board of Directors
Audit Committet

Our audit committee consists of Mr. Thomas J. ¥, Ernst A. Bitler and Mr. David N.K. Wang, anddisaired by Mr. Thomas J. Toy,
a director with accounting and financial managenesmpiertise as required by the Nasdaq corporatergamee rules, or the Nasdaq Rules.

All of the members of our audit committee all sigtihe “independencefequirements of the Nasdaq Rules. The audit coraendtersee
our accounting and financial reporting processektha audits of the financial statements of our gany. The audit committee is responsible
for, among other things:

» selecting our independent auditors and preeappg all auditing and non-auditing services peteditto be performed by our
independent auditor

» reviewing with our independent auditors any auditpems or difficulties and managem’s response
e reviewing and approving all proposed related paggsactions, as defined in Item 40ZRegulation -K under the Securities Ac
» discussing the annual audited financial statem&ittsmanagement and our independent audi

* reviewing major issues as to the adequacy ofrdaarnal control and any special audit steps &stbjn light of material control
deficiencies

» annually reviewing and reassessing the adequacyradudit committee charte
e such other matters that are specifically delegttemir audit committee by our board of directomrirtime to time
* meeting separately and periodically with manageraadtour internal and independent auditors;

» reporting regularly to our board of directc

Our audit committee has established a “whistlebtdwaporting system to allow individuals to makeoagmous communications to the
audit committee regarding financial and accountiraters relating to our company.

Compensation Committee

Our compensation committee consists of Mr. ErngBidtler, Mr. Thomas J. Toy and Mr. David N.K. Waragd is chaired by
Mr. Ernst A. Butler. All of the members of our coernsation committee satisfy the “independence” requénts of the Nasdag Rules.

Our compensation committee assists our board ettdirs in reviewing and approving the compensagtancture of our directors and
executive officers, including all forms of competisa to be provided to our directors and executiffecers. Members of the compensation
committee are not prohibited from direct involvemigndetermining their own compensation. Our cleeécutive officer may not be present at
any committee meeting during which his compensatateliberated. The compensation committee isomesiple for, among other things:

» approving and overseeing the compensation packagaif executive officers

» reviewing and making recommendations to our boéuirectors with respect to the compensation ofditectors;
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* reviewing and approving corporate goals an@adbjes relevant to the compensation of our chietative officer, evaluating the
performance of our chief executive officer in ligiithose goals and objectives, and setting thepemsation level of our chief
executive officer based on this evaluation;

* reviewing periodically and making recommendasito our board of directors regarding any longateércentive compensation or
equity plans, programs or similar arrangementsyahibonuses, employee pension and welfare berafis)

Corporate Governance and Nominating Committee

Our corporate governance and nominating commitesists of Mr. Thomas J. Toy, Mr. Ernst A. Bitletr,, David N.K. Wang and
Mr. Minsu Kim, and is chaired by Mr. Thomas J. Toy.

The corporate governance and nominating committsista our board of directors in identifying indivals qualified to become our
directors and in determining the composition of lboard of directors and its committees. The corjgogavernance and nominating committee
is responsible for, among other things:

« identifying and recommending nominees for electiore-electionto our board of directors, or for appointment tbany vacancy

e reviewing annually with our board of directdtisscurrent composition in light of the characttcis of independence, age, skills,
experience and availability of service to

« identifying and recommending to our board the doecto serve as members of committe

» advising the board periodically with respecsignificant developments in the law and practiteasporate governance as well as
our compliance with applicable laws and regulati@ms making recommendations to our board of direatn all matters of
corporate governance and on any corrective aotidettaken; an

* monitoring compliance with our code of businesaduct and ethics, including reviewing the adegund effectiveness of our
procedures to ensure proper complial

Duties of Directors

Under Cayman Islands law, our directors have acfaty duty to act honestly, in good faith and wathiiew to our best interests. Our
directors also have a duty to exercise the slélthctually possess and such care and diligenta tieasonably prudent person would exercist
in comparable circumstances. In fulfilling theirtgof care to us, our directors must ensure compéavith our memorandum and articles of
association, as amended and restated from timméo t

Terms of Directors and Executive Officers

Our directors hold office until the expiration ditterm of their election or until such time asythesign, which may take place from time
to time, or they are removed from office by ordinegsolution or the unanimous written resolutioratbshareholders. A director will be
removed from office automatically if, among othieings, the director becomes bankrupt or makes amypgement or composition with his
creditors, or dies or is found by our company tmb& have become of unsound mind. Our officeesagupointed by and serve at the discretiol
of our board of directors.

The service contracts of our directors do not mtevbr benefits upon termination of their directops
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Employment Agreement

We have entered into employment agreements withf @iur executive officers. Under these agreemeatsh of our executive officers is
employed for a specified time period. We may teaterhis or her employment for cause at any timedotain acts of the employee.

Each executive officer has agreed to hold, botinduand subsequent to the terms of his or her aggat in confidence and not to use,
except in pursuance of his or her duties in conoeatith the employment, any of our confidentidiormation, technological secrets,
commercial secrets and know-how. Our executiveeeff have also agreed to disclose to us all ineestidesigns and techniques which
resulted from work performed by them, and to assigall right, title and interest of such invenspdesigns and techniques.

Additionally, our executive officers are typicallpund by non-competition provisions contained mirtemployment agreements that
prohibit them from engaging in activities that catgowith our business during and for a certainqukaifter their employment with our
company.

On June 29, 2007, China has adopted the New Emgloly@ontract Law, or the New Employment Law, whielme into effect on
January 1, 2008. The New Employment Law sets foettain key requirements, such as the requirenocera fritten employment contract,
limitations on probation period, and clauses oresmvce pay that might marginally affect the costraployment in China. However, we do
expect the New Employment Law will substantiallypaet our business.

D. Employees
The following table sets forth the number of out-fime employees by function as of December 31,2012 and 2013:

As of December 31

2011 2012 2013
Manufacturing and engineering 7,691  4,83¢ 5,90¢
General and administratic 351 30C 35z
Quality control 921 63C 277
Research and developmt 165 104 10z
Purchasing and logistic 377 271 26C
Marketing and sale 11¢ 10¢ 10¢
Total 9,62¢ 6,252 7,00t

We offer our employees competitive compensatiorkages and various training programs, and as atnesuhave generally been able to
attract and retain qualified personnel.

As required by PRC regulations, we participatedariaus employee benefit plans that are organizeahtoyicipal and provincial
governments, including housing, pension, medicdlamemployment benefit plans. We are required uRERE law to make contributions to
the employee benefit plans at specified percentafyfe salaries, bonuses and certain allowancearoémployees, up to a maximum amount
specified by the local government from time to tilkkembers of the retirement plan are entitled p@asion equal to a fixed proportion of their
salaries. The total amount of contributions we mademployee benefit plans in 2011, 2012 and 2048 RMB84.5 million, RMB79.5 million
and RMB84.5 million (US$14.0 million), respectively

We adopted our 2006 share option plan in Novem8@6 2which provides an additional means to attractivate, retain and reward
selected directors, officers, managers, employrdother eligible persons. An aggregate of 10, @®ddinary shares has been reserved for
issuance under this plan. As of December 31, 2bE3e were outstanding options to purchase 1,50%6dinary shares under our 2006 share
option plan.
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We adopted our 2007 equity incentive plan in Au@@7. It provides for the grant of options, redad stock, restricted stock units,
stock appreciation rights, performance units arrfbpmance stock to our employees, directors andwitents. The maximum aggregate
number of our ordinary shares that may be issuddmue 2007 equity incentive plan is 10,799,68%ddition, the plan provides for an anr
increase in the number of shares available fomisse on the first day of each fiscal year, begigmiith our 2008 fiscal year, equal to 2% of
our then outstanding ordinary shares or such lesseunt as our board of directors may determineofA3ecember 31, 2013, there were
outstanding options to purchase 1,816,038 ordishayes under our 2007 share option plan.

We typically enter into a standard confidentiabityd non-competition agreement with our managemehte@search and development
personnel. These contracts include a covenanptbatibits these individuals from engaging in angdites that compete with our business
during, and for two years after, the period of tlenployment with our company.

We believe we maintain a good working relationshith our employees, and we have not experiencedsamjficant labor disputes or
any difficulty in recruiting staff for our operatis. On March 29, 2013, SolarOne Qidong signed lactdle bargaining agreement in
accordance with the guidelines of the PRC labor [Ewe collective bargaining agreement covers athefemployees of SolarOne Qidong who
are PRC citizens and is effective from March 29,2® March 28, 2016.

E. Share Ownership

The following table sets forth information with pest to the beneficial ownership of our ordinargrels as of the date of this annual
report, by:

» each of our directors and executive officers;

» each person known to us to own beneficially moeas th.0% of our ordinary share

Shares Beneficially Ownec®®)

Number %
Directors and Executive Officers:
Ki-JoonHong — —
Min Su Kim — —
Thomas J. To' 106,25( 0.02%
Verena Maria Blitler (wife of Ernst A. Biitle 479,99( 0.1(%
David N.K. Wang 425,00( 0.0%%
Jung Pyo Se — —
All Directors and Executive Officers as a Grc® — —
Major Shareholders:
Hanwha Solar Holdings Co., Lt®# 209,249,44 45.7%

— The person does not beneficially own any ordinéars or options exercisable within 60 days of the af this annual repol

Notes:

(1) Beneficial ownership is determined in accorgawith Rule 13d-3 of the General Rules and Reguiatunder the Securities Exchange
Act of 1934, as amended, and includes voting oestment power with respect to the securit

(2) The number of ordinary shares outstanding loutating the percentages for each listed persoludtes the ordinary shares underlying
options exercisable by such person within 60 ddydarch 20, 2014. Percentage of beneficial owngrsifieach listed person is based or
457,172,907 ordinary shares outstanding as of M20¢l2014, as well as the ordinary shares undeylgirare options exercisable
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(3)

(4)

such person within 60 days of the date of this ahreport on Form 20-Ahis number excludes: (i) the remaining 4,014,054 whict
were issued to facilitate our convertible bond ffg in January 2008; (ii) the remaining 20,062, 848inary shares issued to Hanwha
Solar at par value of US$0.0001 per ordinary sharepnnection with Hanwha Solar's purchase of 86,889 ordinary shares of our
company in September 2010; and (iii) the 161,471S8Bvhich have been reserved by our company as afhived, 2014 to allow for the
participation in the ADS program by our employeasspant to our equity incentive plans from timéinee. We excluded those shares as
we do not believe that they will increase the numdderdinary shares considered outstanding foptimpose of calculating beneficial
ownership. Our total outstanding ordinary sharesld/be 498,112,985 if those numbers mentioned abow¢o be includec

Includes ordinary shares held by all of ouediors and senior executive officers as a groupyedisas the ordinary shares underlying
share options held by such directors and seniarutixe officers exercisable within 60 days of ttaedof this annual report on Form
2C-F.

Held 202,844,393 ordinary shares (excludingrémeaining 20,062,348 ordinary shares issued toMdarSolar at par value of US$0.0001
per ordinary share, in connection with Hanwha Selaumrchase of 36,455,089 ordinary shares of oargamy in September 2010) and
1,281,011 ADSs as of March 20, 2014. The addrestaafvha Solar Holdings Co., Ltd. is c/o Hanwha CieainCorporation, Hanwha
Building, 1, Janggy-dong,Jun¢-gu, Seoul10(-797,Korea. Hanwha Solar is a wholly owned subsidiaridahwha Chemica

We entered into a share purchase agreement on A8g2810 with Hanwha Chemical, under which Han@ih@mical agreed to

purchase 36,455,089 ordinary shares from us atea pf US$2.144 per ordinary share, which corredpdn a price of US$10.72 per ADS.
Hanwha Chemical subsequently assigned and traedfésrrights and obligations under the share mgetagreement to Hanwha Solar, a
wholly owned subsidiary of Hanwha Chemical andghke and purchase of these ordinary shares wasroomsted on September 16, 2010. In
addition, we entered into a share issuance andalease agreement on September 16, 2010 with HaBwataa, under which we agreed to issue
to Hanwha Solar a total of 45,080,019 ordinary sbat par value of US$0.0001 per ordinary shar&hnwdhares were to remain outstandiny
long as and to the extent that the 9,019,611 ADSsssued to facilitate our convertible bond offgrin January 2008 remain outstanding.
Pursuant to the share issuance and repurchaseragreeve issued to Hanwha Solar 30,672,689 ordislaayes on September 16, 2010 and al
additional 14,407,330 ordinary shares on Marchi2DQ,1. The total proceeds to us from these trarsacamounted to approximately US$78.2
million. At the same time, Hanwha Solar completael acquisition from Good Energies Il LP and YongBatar Power Investment Holding
Ltd. of a total of 120,407,700 ordinary shares &4/&81,011 ADSs of our company, representing ahefordinary shares and ADSs held by
them. In connection with our public offering of 82000 ADSs in November 2010, we issued to Hanwhar&n additional 45,981,604
ordinary shares at a price of US$1.80 per ordishare pursuant to a shareholder agreement we andhdaSolar entered into on

September 16, 2010. In October 2011, we repurchaseéadancelled 25,017,671 ordinary shares, whiale vgsued pursuant to a share issui
and repurchase agreement dated September 16,fBihHanwha Solar at par value of US$0.0001 peinarg share. As a result of these
transactions, as of December 31, 2013 Hanwha $wolaed an approximately 48.6% equity interest in@ampany, including both ordinary
shares and ADSs.

As of March 20, 2014, approximately 58.3% of outstanding ordinary shares, represented by appraglyns5,015,250 ADSs, were

held by 43 record holders in the United States.

ITEM 7 MAJOR SHAREHOLDERS AND RELATED PARTY TRANSATIONS
A. Major Shareholders

Please refer to “Item 6.E. Share Ownership.”
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B. Related Party Transactions

After the completion of our initial public offeringn December 26, 2006, we adopted an audit cormergtiarter, which requires that the
audit committee review all related party transatdion an ongoing basis and all such transactiomppeved by the committee.

Private Placement

In September 2010, we issued in a private placear@aggregate of 36,455,089 ordinary shares to Hargwlar at a purchase price of
US$2.144 per share for an aggregate sale priceS878.2 million. Concurrently with the closing ofgoffering, we issued 30,672,689
ordinary shares to Hanwha Solar at par value obtbaary shares and subsequently an additiondD¥4330 ordinary shares at par value,
which shares were to remain outstanding so loranddo the extent that the 9,019,611 ADSs we istuéatilitate our convertible bond
offering in January 2008 remain outstanding. InaDet 2011, we repurchased and cancelled 25,01 8/@lfiary shares from Hanwha Solar at
par value of US$0.0001 per ordinary share.

In connection with our public offering of 9,200,08@Ss in November 2010, we issued in a privategtaent to Hanwha Solar an
additional 45,981,604 ordinary shares at a pridd$$1.8 per ordinary share for an aggregate sale pf US$82.8 million pursuant to a
shareholder agreement we and Hanwha Solar entgiedn September 16, 2010.

Registration Rights

Pursuant to the registration rights agreement edtiito in connection with the private placemeatsaction with Hanwha Solar in
September 2010, we granted to Hanwha Solar cedgistration rights, which primarily include:

« Demand RegistrationUpon request of Hanwha Solar to effect any redistmawith respect to the registrable securitidseid then
outstanding having an anticipated aggregate offguiice of at least US$15 million, we shall effesgistration with respect to such
registrable securities on a form other than Forfh(Br any comparable form for a registration forodfiering in a jurisdiction other
than the United States), provided that we shaly bel obligated to effect three such registrati

* Piggyback RegistrationHanwha Solar and its permitted transferees ardeshto “piggyback” registration rights, wherebyeth
may require us to register all or any part of thgistrable securities that they hold at the timemvwve register any of our ordinary
shares

» Registrations on ForrF-3. We have granted Hanwha Solar and its permittedfea@es the right to an unlimited number of
registrations under Form F-3 (or any comparablmffor a registration in a jurisdiction other théwe tUnited States), for a public
offering of registrable securities with a reasogabiticipated aggregate price to the public nat taan US$10 million, to the extent
we are eligible to use such form to offer secusit

Equity Incentive Plan
See “Item 6.B. Compensation—2006 Share Option Pdad’“[tem 6.B. Compensation—2007 Equity Incentiian.”

Material Transactions with Certain Shareholders andAffiliated Companies

 From September 13, 2010 to July 12, 2011, SulaerQidong entered into several purchase orderskiahwha Chemical, the
holding company of Hanwha Solar, to purchase nykialline PV cells from Hanwha Chemical for a t@mount of US$12.7
million.
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* On February 11, 2011, SolarOne Qidong enteredd consulting service agreement with Hanwha $%C Ltd., or Hanwha S&C,
a company affiliated with Hanwha Solar, under whitdmwha S&C Co., Ltd. provided various consultiegvices related to
information strategic planning from January 10, 2@d April 8, 2011 for RMB1.5 million

* From January 18, 2011 to November 22, 2011ar8uie Qidong entered into several purchase agréemih Hanwha L&C to
purchase EVA sheets from Hanwha L&C for a total ant@f US$11.6 million

*+ On May 17, 2011, SolarOne Qidong entered intor@hase agreement with Hanwha TechM Co., Ltddamwha TechM, a
company affiliated with Hanwha Solar, under whi@dia8One Qidong agreed to purchase an auto modateraylayout from
Hanwha TechM for US$4.8 millio

 On May 19, 2011, June 21, 2011 and Februarp0%?2, Hanwha Corporation, the holding company afiwha Solar, entered into
three purchase orders with Hanwha SolarOne to pseeRV products from Hanwha SolarOne for a totaluarnof US$0.1 million
and EUR3.0 million

 From May 26, 2011 to April 11, 2012, Hanwha @mation entered into several purchase orders 8otarOne Hong Kong to
purchase PV products from SolarOne Hong Kong fimta amount of US$32.1 million and EUR1.9 millic

* OnJune 10, 2011, SolarOne Qidong enteredaqorchase agreement with Hanwha TechM, under whitérOne Qidong agreed
to purchase multi-wire saw from Hanwha TechM for US$0.8 millic

FromJuly 12, 2011 to December 22, 2012, Han@bigoration entered into several purchase ordéhsSwolarOne Qidong to
purchase PV products from SolarOne Qidong fora mnount of US$81.8 million and EUR1.6 millic

* OnJuly 15, 2011, SolarOne Qidong entered am&AP software end-user license agreement wittwHars&C, under which
SolarOne Qidong agreed to purchase SAP softwagrdi&s from Hanwha S&C for US$0.7 millic

e On July 20 and September 29, 2011, SolarOner@i@ntered into two catering service managemegeagents with Foodist Food
Culture (Shanghai) Co., Ltd., a company affiliatdth Hanwha Solar, under which SolarOne Qidong egte engage Foodist Fc
Culture (Shanghai) Co., Ltd. to provide cateringymes for two cafeterias of SolarOne Qidong fromgést 1, 2011 to July 31,
2012 and from September 30, 2011 to September(3, 2espectively

» On September 28, 2011, we entered into an agreesigtnHanwha S&C, under which Hanwha SolarOne adjteeengage Hanwt
S&C to build an e-approval system and a linkagéesydetween the SAP Enterprise Resource PlannirieRE, and gateway for
US$0.1 million.

* On November 2, 2011, SolarOne Qidong entereddrconsulting service agreement with Hanwha S&@er which SolarOne
Qidong agreed to engage Hanwha S&C to provide uardmnsulting services related to ERP and infoionatchnology from
October 1, 2011 to February 28, 2012 for US$0. lionil

* On March 7, 2012, SolarOne Qidong entered intorah@ase agreement with Hanwha L&C, under which SxarQidong agreed
purchase EUA sheets from Hanwha L&C from Janua012 to December 31, 2012 at a unit price of U&s

* On April 13, 2012, Hanwha Europe entered into aipase order with SolarOne Hong Kong to purchas@f®ducts from SolarOr
Hong Kong for EUR2.6 million

* On April 4 and April 5, 2012, Hanwha Internai# LLC, a company affiliated with Hanwha SolarOaertered into five purchase
orders with SolarOne Hong Kong to purchase PV prtadfitom SolarOne Hong Kong for a total amount &$0.9 million.

e On March 5 and July 10, 2012, Hanwha Q.Cells. Grahtéred into two purchase agreement with SolarGaregHKong to purchas
PV products from SolarOne Hong Kong for US$27.Siaril
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*+ On May 1, 2012, SolarOne Hong Kong entered énbwusiness acquisition agreement with Hanwha RessWustralia Pty Ltd. to
acquire Hanwha Solar Australia Pty Ltd. from Hanv@wporation to sell solar products in AustraliaA4JD16,732.1.

* From May 29, 2012 to October 31, 2012, HanwhgpGration entered into several purchase ordeifs 3alarOne Hong Kong to
purchase PV modules from SolarOne Hong Kong fata amount of US$6.0 million and EURO.4 millic

* From May 11, 2012 to March 1, 2013, Hanwha [parentered into several purchase orders with SalakKbng Kong to purchase
PV products from SolarOne Hong Kong for a total antaf EUR22.6 million

 From March 21, 2012 to May 15, 2012, HanwhaE)LCS Korea Corp, formerly known as Hanwha Solarggeto., Ltd., a
company affiliated with Hanwha Solar, entered isgweral purchase orders with SolarOne Qidong tohase PV products from
SolarOne Qidong for a total amount of US$27.7 willi

e From June 27, 2012 to July 4, 2012, Hanwha QLCKorea Corp, formerly known as Hanwha SolarEgetg., Ltd., a company
affiliated with Hanwha Solar, entered into sevgnaichase orders with SolarOne Hong Kong to purcRasproducts from
SolarOne Hong Kong for a total amount of US$6.5iamil

 From May 11, 2012 to April 15, 2013, Hanwha QLLS Korea Corp, formerly known as Hanwha Solarggeto., Ltd., a
company affiliated with Hanwha Solar, entered isgweral purchase orders with SolarOne Qidong tohase PV products from
Solar R&D for a total amount of US$32.3 millic

* From May 10, 2012 to March 12, 2013, Hanwhad&po., Ltd. entered into several purchase ordéghsSolarOne Hong Kong to
purchase PV products from SolarOne Hong Kong fimta amount of US$70.3 million and JPY866.4 miili

* OnJune 7, 2012, SolarOne Qidong entered iparehase agreement with Hanwha TechM, a compditiptad with Hanwha
Solar, under which SolarOne Qidong agreed to pwehanodule line from Hanwha TechM for US$570,(

e From June 14, 2012 to January 29, 2013, Harmteanational LLC, a company affiliated with Hanw8alarOne, entered into
several purchase orders with SolarOne U.S.A. tolage PV products from SolarOne U.S.A. for a tatabunt of US$12.1 millior

e From June 22, 2012 to July 20, 2012, Komodeagmises Inc., a company affiliated with Hanwha @i@wation, entered into several
purchase orders with SolarOne U.S.A. to purchas@®ducts from SolarOne U.S.A. for a total amournt/8$1.0 million.

e On August 22, 2012, SolarOne Qidong enteremlanpurchase agreement with Hanwha TechM, a comaffiigted with Hanwha
Solar, under which SolarOne Qidong agreed to pwelhamodule automation and packing system from HanvechM for
US$3.25 million.

* On September 21, 2012, SolarOne U.S.A. entatech 3PL Service Agreement with Hanwha Intermegld_LC, a company
affiliated with Hanwha SolarOne and KCC Transpg$t8ms, Inc., an independent third party, to puseHagistics services,
including customs clearance and warehous

e On December 5, 2012, SolarOne Qidong entered iptocréhase agreement with Hanwha TechM, a compdifiateid with Hanwhe
Solar, under which SolarOne Qidong agreed to pweha automatic spraying equipment from Hanwha Mefolhn US$95,000

e OnJune 12, 2013, Hanwha Chemical Corporati@gmpany affiliated with Hanwha Solar, providdeétter of guarantee to the
Export-lmport Bank of Korea (KEXIM) to irrevocabind unconditionally guarantee the payment to KEXiWvSolarOne Qidong
under a loan agreement dated June 12, 2013 foee-year US$100 million term loan facilit
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* OnJuly 1, 2013, Hanwha Solar Canada Inc. edtatto a sales agreement with Hanwha QCells Caimadaa company affiliated
with Hanwha Solar, under which Hanwha QCells Cariadaagreed to purchase PV modules from HanwharS&tAnada Inc. for a
total amount of CAD37.5 millior

*  On September 10, 2013, SolarOne Qidong eniatec 2013 annual purchase contract with Hanwh&1®p., Ltd, a company
affiliated with Hanwha Solar, under which Solar@ielong purchased EVA sheets from Hanwha L&C Cdl,fbr US$16.4
million.

* On September 12, 2013, Hanwha Solar Canad&htered into an intercompany loan agreement wahwha International LLC, a
company affiliated with Hanwha Solar, under whicanha International LLC provided a six-month US$iilion loan to
Hanwha Solar Canada Inc. with accrued interesfopér annum on any unpaid balar

* On November 12, 2013, we amended the sharahaffieement dated as of September 16, 2010, bgrandg the Company and
Hanwha Solar, and the share issuance and repuragesement, dated September 16, 2010, by and ather@mpany and
Hanwha Solar to (i) eliminate certain restrictidhat limited Hanwha Solas’ability to increase its ownership in our Compabgpve
49.9%, (i) remove the requirement that the boarddmprised of seven directors and (iii) allow HaavBolar to nominate directc
to the board according to a formula based on #sesbwnership in our Company; however, the numbdirectors that Hanwha
Solar may nominate will in any event be less thamagority of the boarc

e On January 3, 2014, Hanwha SolarOne providgubaantee letter to Marubeni Corporation, undeictvidianwha SolarOne
guarantee the full and timely performance and ofasee by Hanwha Q CELLS Japan Co., Ltd. of alltémens and conditions
under a sales and purchase contract dated OctpB84.2 between Hanwha Q CELLS Japan Co., Ltd. aadubeni Corporatior

C. Interests of Experts and Counsel

Not applicable.

ITEM 8 FINANCIAL INFORMATION

A. Consolidated Statements and Other Financial Infomation

We have appended consolidated financial statenfitgdsas part of this annual report.

Export Sales

Our export sales in 2011, 2012 and 2013 were RMB528million, RMB3,295.9 million and RMB4,185.8 tiin (US$691.4 million),
respectively, and accounted for 90.7%, 89.6% an@%&f our net revenues, respectively.

Legal and Administrative Proceedings

Most of the multi-year supply agreements that werer into during the earlier periods of supplyrsduge required us to make
prepayments of a portion of the total contractetiour suppliers without receiving collateral $oich prepayments. Due to doubtful recovery
of advances to suppliers, we recorded a provisiddB15.6 million (US$2.6 million) in 2013 to refté the probable loss arising from the
suppliers’ failure to perform under the contra@s. June 8, 2009, LDK, one of our suppliers of siticsubmitted an arbitration request to the
Shanghai Arbitration Commission, alleging that veel ffiailed to perform under the terms of a long-tstmply agreement, seeking to enforce
our performance and claiming for monetary reliedliizeries of silicon under the agreement haltedarly 2009 and have not recommenced
July 9, 2009, we submitted an arbitration requesihé Shanghai Arbitration Commission requestirgg DK refund the outstanding
prepayments of RMB104.5 million that we made urttiercontract, plus compensation of RMB35 millioonfr
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LDK for estimated losses incurred by us as a redithe stoppage of deliveries under the framevsontply agreement and legal fees of RMBA4
million. On March 23, 2012, a hearing was held iy $hanghai Arbitration Commission, and all thausstis filed by LDK were dismissed.
LDK was also required to refund the deposit amagnto RMB104.5 million to us within 30 days fronettate of the hearing. The requests
filed by us for compensation of RMB35 million aretjal fees of RMB4 million were dismissed. On ARél, 2012, LDK submitted a separate
and new arbitration request to the Shanghai AiiinaCommission updating its arbitration claim ezk damages of RMB446 million plus
legal cost for our alleged failure to perform thierasaid multi-year framework supply agreemenDé&tember, 2013, we reached a settlement
agreement with LDK, which was recognized by ther§hai Arbitration Commission and became effectivdanuary 2014. According to the
settlement agreement, LDK agrees to withdraw thiditration claim in the amount of RMB446 millionarefrain from bringing any future
claims based on that long-term supply agreemedtjrareturn, we agree to waive the right to sedbmement of the arbitral award in the
amount of RMB104.5 million. See “Iltem 3.D. Risk kars Risks Related to Our Company and Our Industiije-may be subject to legal
proceedings in connection with the multi-year symaireements we entered into previously and suategdings can be both costly and
time-consuming and may significantly divert theoef$ and resources of our management personnel.”

On July 26, 2012, we brought a lawsuit against HGkeporation and Hoku Materials, Inc., or Hoku eotively, one of our polysilicon
suppliers, at the Los Angeles Superior Court fokiis failure to perform a multi-year framework psiljcon supply agreement entered into on
November 19, 2007. Hoku has never made any deliviepplysilicon, and has also failed to return af4$ million prepayment to us. \
demanded Hoku to return the prepayment and haweadgly pursued our claims against Hoku and basdti@underlying facts. Hoku
Corporation and Hoku Materials, Inc. each filedra@ter 7 Petition in the Bankruptcy Court of Polbatédaho on July 2, 2013. We continued
to pursue recovery of the prepayment after thag."8em 3.D. Risk Factors—Risks Related to Our Campand Our Industry—Prepayments
we have provided to our silicon and silicon wafgpsiers expose us to the credit and performarsts 6f such suppliers and may not be
recovered, which could in turn have a material aslveffect on our liquidity.”

We face payment collection difficulties with resptrcertain customers, which may materially andeaslely impact our operating
margins. For example, on June 8, 2012, we subrmattearbitration request to Guangzhou Arbitratiom@uossion requiring Guo Hua, owner
a PV project for which we acted as an EPC, to ptmyed amount of RMB92 million including, among ets, overdue payment of EPC contrac
price, accrued interest, damages and legal c@stdardance with the EPC contract. On August 5, 2G1® Hua submitted an counterclaim to
Guangzhou Arbitration Commission alleging that vaeédnsubstantially breached the EPC contract, ardHba requested termination of the
EPC contract and demanded us to pay a total anobirRI¥1B187 million for breach of contract. As of tdate of this annual report, we have
been pursuing our claim and defending against Guad-counterclaim. Based on the facts of the cadear discussion with our external
counsels, we believe the contract termination clafirf@uo Hua is unlikely to be supported by the Gyrnou Arbitration Commission and our
liability for damages, if any, would likely be liteid and substantially lower than the claim mad&hy Hua in the arbitration. See “Item 3.D.
Risk Factors—Risks Related to Our Company and @dustry—We depend on a limited number of custoraadscountries for a high
percentage of our revenues and the loss of, afisigmi reduction in orders from, or failure to et payments from, any of these customers ol
countries, if not immediately replaced, would sfigreintly reduce our revenue and decrease our apgnatargins.”

As a result of a petition filed on October 9, 2@i1U.S. producers of solar crystalline silicon RAMlg, or solar panels, the Department of
Commerce, or the DOC, published an Antidumping Ditgler, or an AD Order, and a Countervailing Dutgl€y, or a CVD Order, on solar
panels imported from China on December 7, 2012 s€guently, imports of solar panels from SolarOndo@d are subject to a combined
effective AD and CVD deposit rate of 29.18%, of ethil5.24% is attributable to the CVD. Imports dias@anels from SolarOne Hong Kong
are subject to a combined effective rate of 254.6686ch is comprised of an AD of 239.42% and a CM[15.24%. Actual AD and CVD
ultimately due will be determined by the DOC aftemeview of actual
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transactions. Such review takes place annuallgéranniversary month of the publication of the Aldl €VD Orders, and covers the preceding
one-year period. SolarOne Qidong is undertakingreffto protect itself against the potential inse=aof AD and CVD in these reviews.
SolarOne Qidong is monitoring the challenge tofth@l determination of material injury made by i8ITC, which seeks on behalf of the
Chinese industry to overturn this decision. Therad assurance that the challenge will succeederturning the final rulings of the DOC and
the USITC or that the AD and CVD will be eliminatadd the duty deposit rates will be reduced. Thaosition of the AD and CVD and any
increase in the rate of AD or CVD or their respeetileposit ratios will significantly increase thécp of our products, negatively affect our
sales in the U.S. and adversely affect our restfiltgerations.

In addition, on December 31, 2013, SolarWorld Indes America, Inc. filed new AD cases against EMCSPYV products from China
and Taiwan and a new CVD case against China. Timmseases seek AD and CVD against (i) CSPV produitkscells with any stage of
production in China, if the cells are assemble@l¥ina, regardless of the country of origin of tledls; as well as (i) CSPV products containing
cells that were of Taiwanese origin. The USDOC |ESdTC initiated investigations on January 21, 2004.February 24, 2014, the USITC
issued a preliminary determination that thererisasonable indication that imports of these praglhat caused material injury to the U.S.
industry.

As a result of this determination, the USDOC wilhduct full-scale investigations of the Chinese panies to determine whether AD
and CVD should be imposed on these additional Cg@ducts. The USDOC preliminary determination i@ &D investigation is due by
June 9, 2014, with a possible and likely extensiotil July 29, 2014. The USDOC preliminary deteratian in the CVD investigation is due
by June 2, 2014.

SolarOne Qidong and SolarOne HK have entered asaaapce in these new AD and CVD investigationsaaedctively engaged in
defending their interests, which will necessard#ydependent on the results applied to the largeisieSe exporters involved in these
investigations. The average of their results vilikly be the rates that will apply to SolarOne Qigand SolarOne HK. See “Iltem 3.D. Risk
Factors Risks Related to Our Company and Our ImgusEhanges in international trade policies andrimaéonal barriers to trade may
material adversely affect our ability to export uoducts worldwide.”

On September 6 and November 8, 2012, the Europeamission initiated an anti-dumping proceeding andnti-subsidy proceeding
concerning imports of crystalline silicon PV modubnd key components, such as cells and wafegshating in China. On July 27, 2013, the
European Union and Chinese trade negotiators ameduthat an agreement has been reached pursuahicto Chinese manufacturers,
including us, would limit our export of solar pas@nd cells to the European Union and for no less & minimum price, in exchange for the
European Union agreeing to forgo the impositioami-dumping duties on these solar panels from &hiime offer was approved by the
European Commission on August 2, 2013, and thé Vim@ion was published on December 5, 2013. Then@er of Commerce Import and
Export of Machinery and Electronic Product (CCCME)China will be responsible for allocating the tpbetween PV companies, and we
have been allocated a portion of the quota. Sa@aels and cells imported in excess of the annuatigwill be subject to anti-dumping and anti
subsidy duties. This price undertaking and annuatajhave also resolved the parallel anti-subsigdgstigation. For companies that would
violate the price undertaking or the quota, or Wwhio not form part of the agreement, definitiveieliwill be levied as per the definitive anti-
dumping and antsubsidy Regulations that were published on Decemp2013. Finally, it should be noted wafers hagerbexcluded from tt
scope of both the anti-dumping and anti-subsidysuess. See “Item 3.D. Risk Factors—Risks RelatgdinCompany and Our Industry—
Changes in international trade policies and intiional barriers to trade may material adverselgafbur ability to export our products
worldwide.”

Other than as described above, there are no mdeggé proceedings, regulatory inquiries or inigations pending or threatened against
us. We may from time to time be subject to varilmgml or administrative proceedings arising indhdinary course of our business.
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Dividend Policy

We made a one-time cash dividend payment in theeggte amount of RMB7.2 million to the holderstod series A convertible
preference shares on December 31, 2006. Excefitddorgoing, we have never declared or paid ash dividends, nor do we have any
present plan to pay any cash dividends on ouraagiitck in the foreseeable future. We currentlgnd to retain all of our available funds and
any future earnings to operate and expand our éssin

The holders of our ordinary shares are entitlesutth dividends as may be declared by our boaritedtdrs subject to the Cayman
Islands Companies Law. Even if our board of directiecides to pay dividends, the form, frequenayamount will depend upon our future
operations and earnings, capital requirements argdus, general financial condition, contractuaitrietions and other factors that the board of
directors may deem relevant. If we pay any dividemwee will pay ADS holders to the same extent dddre of our ordinary shares, subject to
the terms of the deposit agreement, including ges find expenses payable thereunder.

B. Significant Changes

There have been no significant changes since Deme8il 2013, the date of the annual consolidatehfiial statements in this annual
report.

ITEM 9 THE OFFER AND LISTING
A. Offering and Listing Details

The ADSs, each representing five of our ordinairsh, have been listed on the Nasdaq Global Maike¢ December 20, 2006. Our
ticker symbol is “HSOL.”

In 2013, the trading price of the ADSs on the Ngs@tbal Market ranged from US$0.86 to US$5.70Ae6.

The following table provides the high and low traglprices for the ADSs on the Nasdag Global Maftethe periods indicated.

Sales Price
High Low
Annually High and Low
2009 8.9t 2.27
2010 13.4¢ 5.61
2011 9.7¢ 0.91
2012 2.51 0.77
2013 5.7C 0.8¢
Quarterly High and Low
First Quarter 201 2.51 1.0C
Second Quarter 201 1.37 0.81
Third Quarter 201: 1.3 0.94
Fourth Quarter 201 1.1z 0.77
First Quarter 201 1.5¢ 0.8¢
Second Quarter 201 2.2C 0.8€
Third Quarter 201: 4.7¢ 2.1z
Fourth Quarter 201 5.7C 2.31
First Quarter 201
Monthly Highs and Lows
October 201! 5.7C 3.9¢
November 201: 5.2t 3.3C
December 201 3.6C 2.31
January 201. 3.27 2.67
February 201- 3.01 2.6
March 2014 3.72 2.97
April 2014 (through April 11, 2014 3.1z 2.52
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B. Plan of Distribution

Not applicable.

C. Markets

The ADSs, each representing five of our ordinagrel, have been listed on the Nasdaq Global Maike¢ December 20, 2006 and are
under the symbol “HSOL.”

D. Selling Shareholders
Not applicable.

E. Dilution

Not applicable.

F. Expenses of the Issue

Not applicable.

ITEM 10 ADDITIONAL INFORMATION

A. Share Capital
Not applicable.

B. Memorandum and Articles of Association

We incorporate by reference into this annual refiirtdescription of our amended and restated merdam of association contained in
our F-1 registration statement (File No. 333-139288 amended, initially filed with the Commissimm December 11, 2006. Our shareholders
adopted our amended and restated memorandum éeidsaof association by special resolutions passeBecember 18, 2006. The amended
and restated memorandum and articles of associatioame effective on December 26, 2006. Our shitetsoadopted some further
amendments to our amended and restated memoramtliartles of association by special resolutioamsspd at an extraordinary general
meeting on February 21, 2011. Such amendmentsdaaur name change, the increase of our authostza capital from US$50,000 to
US$100,000 and the deletion of the requirementiof pajority shareholder approval for issuancshudires in an amount equal to or more
20% of all the shares issued and outstanding.

C. Material Contracts

We have not entered into any material contractsrdtian in the ordinary course of business andr dtfae those described in “ltem 4.
Information on the Company” or elsewhere in thiawal report on Form 20-F.

D. Exchange Controls

Foreign Currency Exchange
Foreign currency exchange in China is primarily ggoed by the following regulations:
* Foreign Exchange Administration Rules (1996), asraed; ant
* Regulations of Settlement, Sale and Payment ofiiofEexchange (1996
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Under the Foreign Exchange Administration Rules,Renminbi is convertible for current account itemsluding distribution of
dividends, payment of interest, trade and servitated foreign exchange transactions. Conversidreaiminbi for capital account items, such
as direct investment, loan, securities investmadtrapatriation of investment, however, is stibbget to the approval of SAFE.

Under the Regulations of Settlement, Sale and Payofd-oreign Exchange, foreign-invested entergrisay only buy, sell and/or remit
foreign currencies at those banks authorized talwoiforeign exchange business after valid comrakdticuments are provided and, in the
case of capital account item transactions, aftéioing the approval from SAFE. Capital investmemtdoreign-invested enterprises outside o
China are also subject to limitations, which inéwpprovals by the Ministry of Commerce, SAFE dare@iNDRC.

E. Taxation
Cayman Islands Taxation

The Cayman Islands currently levies no taxes oivididals or corporations based upon profits, incpogans or appreciation and there is
no taxation in the nature of inheritance tax oaestluty. No Cayman Islands stamp duty will be péyanless an instrument is executed in,
brought to, or produced before a court of the Cayiskands. The Cayman Islands is not party to aubte tax treaties. There are no exchang
control regulations or currency restrictions in @&yman Islands.

PRC Taxation

Under the EIT, which took effect as of JanuarydQ&, enterprises established under the laws offf®@-jurisdictions but whose “de
facto management body” is located in the PRC ansidered “resident enterprises” for PRC tax purpo$te EIT does not define the term “de
facto management.” However, the Implementation Retiquns for the Enterprise Income Tax Law of thedPiBsued by the State Council on
December 6, 2007 defined de facto management ey astablishment that exerts substantial and @repsive management and control
over the business operations, staff, accountirggtasnd other aspects of the enterprise. Sinataguially all of our management is currently
based in the PRC, and may remain in the PRC ifotfeseeable future, it is likely that we will begeeded as a “resident enterprise” on a strict
application of the EIT and its Implementation Regiains. If we are treated as a “resident enterpf@ePRC tax purposes, we will be subject
to PRC income tax on our worldwide income at aamif tax rate of 25%, excluding the dividend inconeereceive from our PRC subsidiar
which should have been subject to PRC income taady.

Moreover, the EIT provides that an income tax tdt&0% is normally applicable to dividends payatbl@on-PRC investors who are
“non-resident enterprises,” to the extent suchd#inds are derived from sources within the PRC. Waaayman Islands holding company
and substantially all of our income may be derifredh dividends we receive from our operating sulasids located in the PRC (through our
holding company structure). Thus, dividends paid€dy our subsidiaries in China may be subjetttiédl0% income tax if we are considert
“non-resident enterprise” under the EIT.

Similarly, any gain realized on the transfer of AD@ shares by non-PRC investors who are “non-eesienterprises,” is also subject to
10% PRC withholding income tax if such gain is meigal as income derived from sources within the PR@e are considered a “resident
enterprise”jt is unclear whether the dividends we pay withpees to our ordinary shares or ADSs, or the gainmypay realize from the transi
of our ordinary shares or ADSs, would be treatethe@me derived from sources within the PRC andesiilto PRC tax.

If we are deemed by the PRC tax authorities agsident enterprise” and declare dividends, undeegisting Implementation
Regulations of the EIT, dividends paid by us to witimate shareholders, which are “non- residem¢rpnises” and do not have an
establishment or place of business in the PRC hiclwhave an establishment or place of busine®if?RC but the relevant income is not
effectively connected with that establishment @cpl of business, might be subject to PRC withhglthx at 10% or a lower treaty rate.
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According to the IIT, PRC income tax at the rat€0% is applicable to dividends payable to indigbinvestors if such dividends are
regarded as income derived from sources withirPIRE. Similarly, any gain realized on the transfeADSs or ordinary shares by individual
investors is also subject to PRC tax at 20% if syah is regarded as income derived from sourcé#gmihe PRC. If we are deemed by the
PRC tax authorities as a “resident enterprise, tikiglends we pay to our individual investors wiélspect to our ordinary shares or ADSs, or
the gain the individual investors may realize fribra transfer of our ordinary shares or ADSs, mightreated as income derived from sources
within the PRC and be subject to PRC tax at 20%lower treaty rate. Under the current double faratreaty between the PRC and the
United States, for beneficial owners of shares att@otax-resident in the United States who quabfytiie benefits of the treaty, and whose
ownership of the shares is not attributable toranpaent establishment or fixed place of businessdrPRC, the applicable treaty rate on
dividends is 10% (the “Treaty Rate”).

U.S. Federal Income Taxation

The following discussion describes the material. Be8eral income tax consequences to U.S. Holdifingd below) under present law
of an investment in the ADSs or ordinary sharess Shmmary applies only to investors that holdAlESs or ordinary shares as capital assets
This discussion is based on the tax laws of theddristates as in effect on the date of this anmyalrt and on U.S. Treasury regulations in
effect or in some cases, proposed, as of the daiéscannual report, as well as judicial and adstiative interpretations thereof available oi
before such date. All of the foregoing authorites subject to change, which change could applgaetively and could affect the tax
consequences described below.

The following discussion does not deal with thedarsequences to any particular investor or togmsri special tax situations such as:
+ certain financial institutions
e insurance companie
* broker dealers
* U.S. expatriates
» traders that elect to meto-market their securities holding
e tax-exempt entities
» persons liable for alternative minimum t:
» persons whose functional currency is not the UoBad
» persons holding an ADS or ordinary share as paatsifaddle, hedging, conversion or integratedsaetion; ol

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

This discussion also does not real with any statal, or non-income tax consequences or any tazemuences related to the Medicare
tax on net investment income.

YOU ARE URGED TO CONSULT YOUR TAX ADVISORS ABOUT TH E APPLICATION OF THE U.S. FEDERAL TAX
RULES TO YOUR PARTICULAR CIRCUMSTANCES AS WELL AS T HE STATE, LOCAL AND FOREIGN TAX
CONSEQUENCES TO YOU OF THE PURCHASE, OWNERSHIP ANDDISPOSITION OF ADSS OR ORDINARY SHARES.

The discussion below of the U.S. federal incomectasequences to “U.S. Holders” will apply if yae @ beneficial owner of ADSs or
ordinary shares and you are, for U.S. federal irectemt purposes:

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

e acorporation (or other entity taxable as goaation for U.S. federal income tax purposes) oizgd under the laws of the United
States, any state in the United States or theiftistf Columbia;
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* an estate whose income is subject to U.S. fedecahie taxation regardless of its source

» atrustthat (1) is subject to the primary sujgdon of a court within the United States and onenore U.S. persons have the
authority to control all substantial decisions lué trust or (2) was in existence on August 20, 1986 treated as a U.S. person
under the U.S. Internal Revenue Code of 1986, a&ndad, on the previous day and has a valid elettieffect under applicable
U.S. Treasury regulations to be treated as a &Sop.

If you are a partner in a partnership or othertgmdixable as a partnership for U.S. federal inctemepurposes that holds ADSs or
ordinary shares, your tax treatment generally defbend on your status and the activities of thenpeship. If you are a partner or partnership
holding ADSs or ordinary shares, you should congulir own tax advisors.

The discussion below assumes that the represemgatantained in the deposit agreement are tru¢tetdhe obligations in the deposit
agreement and any related agreement will be cothplith in accordance with their terms. If you hédlBSs, you generally will be treated as
the holder of the underlying ordinary shares regméed by those ADSs for U.S. federal income taypses. Exchanges of ordinary shares for
ADSs and ADSs for ordinary shares generally will Ine subject to U.S. federal income tax.

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

Subject to the PFIC rules discussed below, thesgaosount of any distribution (including construetidividends) to you with respect to
the ADSs or ordinary shares generally will be ideld in your gross income as dividend income ordttte of actual or constructive receipt by
the depositary, in the case of ADSs, or by youh@case of ordinary shares, but only to the extettthe distribution is paid out of our current
or accumulated earnings and profits (as determimeleér U.S. federal income tax principles). We dbawrently intend to calculate our
earnings and profits under U.S. federal incomeptinciples. Therefore, you should expect that aisyribution we make will generally be
treated as a dividend. The dividends will not bgilele for the dividends-received deduction allowwecorporations in respect of dividends
received from other U.S. corporations.

With respect to certain non-corporate U.S. Holdexduding individual U.S. Holders, dividends magnstitute “qualified dividend
income” and be taxed at the lower applicable chgams rate, provided that (1) the ADSs or ordjrstiares with respect to which the
dividends are paid are readily tradable on an éskadul securities market in the United States, @ave eligible for one of certain income tax
treaties with the United States, including the entincome tax treaty between the United Statesdlam@®RC, (2) we are not a PFIC (as
discussed below) for either our taxable year incwlihe dividend was paid or the preceding taxabbe,yand (3) certain holding period
requirements are met. Under U.S. Internal Revemuei& authority, ordinary shares, or ADSs représgrsuch shares, are considered for the
purpose of clause (1) above to be readily tradablan established securities market in the UnitateS if they are listed on the Nasdag Globa
Market, as the ADSs are. Furthermore, in the etrettwe are deemed to be a PRC resident enterpriser the EIT (as described above undel
“Taxation—PRC Taxation”), we may be eligible foethenefits of the current income tax treaty betwerlnited States and the PRC for the
purpose of clause (1) above. You should consult yeuadvisors regarding the availability of thever rate for dividends paid with respect to
the ADSs or ordinary shares.

Dividends will constitute foreign source income &iS. foreign tax credit limitation purposes and génerally constitute “passive
category income” but could, in the case of certai@. Holders, constitute “general category income.”

Subject to certain conditions and limitations, PRi@holding taxes on dividends at a rate not exoapthe Treaty Rate may be treate«
foreign taxes eligible for credit against your Ui&leral income tax. You should consult your ownadvisors regarding the creditability of ¢
PRC tax.
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Taxation of Disposition of ADSs or Ordinary Shares

Subject to the PFIC rules discussed below, youredbgnize taxable gain or loss on any sale, exgghanother taxable disposition of an
ADS or ordinary share equal to the difference betwine amount realized for the ADS or ordinary sfaard your tax basis in the ADS or
ordinary share. The gain or loss generally wilchgital gain or loss. If you are a non-corporat8.UWolder, including an individual U.S.
Holder, who has held the ADS or ordinary sharenfiore than one year, you will be eligible for redditex rates. The deductibility of capital
losses is subject to limitations. Any such gaihoss that you recognize will generally be treatedJsS. source income or loss for foreign tax
credit limitation purposes. You generally wouldybk able to claim a foreign tax credit for anyefign taxes to the extent that you have for
source income. However, as described above undedtion—PRC Taxation,” any gain from the dispositad an ADS or ordinary share may
be subject to PRC tax. In such event, a U.S. Hdluris eligible for the benefits of the income teeaty between the United States and the
PRC may be able to treat the gain from a dispasitican ADS or ordinary share as foreign source §miforeign tax credit purposes. You
should consult your own tax advisor regarding yaigibility for the benefits of the income tax ttgdetween the United States and the PRC
and the creditability of any PRC tax.

Passive Foreign Investment Company Sta

We do not believe that we were a PFIC for U.S. feldecome tax purposes for the taxable year thded December 31, 2013, and we
not currently expect to be a PFIC for U.S. fedarabme tax purposes for our current taxable yedn@foreseeable future. Our actual PFIC
status for the current taxable year, however, mdgtlbe determinable until the close of the curtaréble year ending December 31, 2014, and
accordingly, there is no guarantee that we willlmoia PFIC for the current taxable year or anyréutaxable year. A non-U.S. corporation is
considered to be a PFIC for any taxable year lifegit

» atleast 75% of its gross income is passive incam

» atleast 50% of the value of its assets (based@vearage of the quarterly values of the asseigglartaxable year) is attributable
assets that produce or are held for the produdiigrasssive income

For this purpose, passive income generally inclatiddends, interest, royalties and rents (othantfoyalties and rents derived in the
active conduct of a trade or business and not éerirom a related person). We will be treated asiogvour proportionate share of the assets
and receiving our proportionate share of the incofmeny other corporation in which we own, direatlyindirectly, more than 25% (by value)
of the stock.

We must make a separate determination each y¢éamdsether we are a PFIC. As a result, our PFI@istanay change. If we are a PFIC
for any year during which you hold ADSs or ordinahares, unless you make a “mark-to-market” ele@®discussed below, we generally
will continue to be treated as a PFIC for all seclieg years during which you hold ADSs or ordinsimares.

If we are a PFIC for any taxable year during whiol hold ADSs or ordinary shares, you will be subje special tax rules with respect
to any “excess distribution” that you receive ang gain you realize from a sale or other dispositiocluding a pledge) of the ADSs or
ordinary shares, unless you make a “mark-to-manidetition as discussed below. Distributions yoeirecin a taxable year that are greater
than 125% of the average annual distributions yaoeived during the shorter of the three precedirglile years or your holding period for the
ADSs or ordinary shares will be treated as an exdestribution. Under these special tax rules:

» the excess distribution or gain will be allocatathbly over your holding period for the ADSs orioaty shares

* the amount allocated to the current taxable,ysad any taxable year prior to the first taxaf@ar in which we became a PFIC, will
be treated as ordinary income; ¢

« the amount allocated to each other year wikligject to the highest tax rate in effect for tyedr and the interest charge generally
applicable to underpayments of tax will be imposadhe resulting tax attributable to each such.y
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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 opera
losses for such years, and gains (but not lossetiyed on the sale of the ADSs or ordinary sheaesiot be treated as capital, even if you holc
the ADSs or ordinary shares as capital assets.

Alternatively, a U.S. Holder of “marketable stodlds defined below) in a PFIC may make a mark-toketaglection for such stock of a
PFIC to elect out of the tax treatment under theeex distribution regime described above. If yokereamark-to-market election for the ADSs
or ordinary shares, you will include in income egelar an amount equal to the excess, if any, ofdinenarket value of the ADSs or ordinary
shares as of the close of your taxable year over gdjusted basis in such ADSs or ordinary shafes.are allowed a deduction for the excess
if any, of the adjusted basis of the ADSs or ordirshares over their fair market value as of tlselof the taxable year. However, deductions
are allowable only to the extent of any net markatarket gains on the ADSs or ordinary shares iregdud your income for prior taxable years.
Amounts included in your income under a mark-tokmaelection, as well as gain on the actual satgttoer disposition of the ADSs or
ordinary shares, are treated as ordinary incomein@ny loss treatment also applies to the dedwepblition of any mark-to-market loss on the
ADSs or ordinary shares, as well as to any lodizezhon the actual sale or disposition of the AR8srdinary shares, to the extent that the
amount of such loss does not exceed the net mamatéet gains previously included for such ADSsmlimary shares. Your basis in the AL
or ordinary shares will be adjusted to reflect angh income or loss amounts.

The mark-to-market election is available only fardrketable stock,” which is stock that is reguldrided in other thade minimis
guantities on at least 15 days during each calequater on a qualified exchange, including theddasGlobal Market, or other market, as
defined in applicable U.S. Treasury regulatione ADSs are listed on the Nasdaq Global Marketvem@xpect that they will continue to be
regularly traded on the Nasdaqg Global Market. Cqusatly, if you are a holder of ADSs, the mark-tarket election should be available to
you were we to be or become a PF

If you hold ADSs or ordinary shares in any yeawknch we are a PFIC, you generally will be requitedile U.S. Internal Revenue
Service Form on an annual basis as described ims$hictions to Form 8621, subject to certain etioms based on the value of PFIC stock
held.

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

You are urged to consult your tax advisor regardiregapplication of the PFIC rules to your investiria ADSs or ordinary shares and
any applicable filing requirements.

Information Reporting and Backup Withholding

Dividend payments with respect to ADSs or ordirgttgres and proceeds from the sale, exchange anptida of ADSs or ordinary
shares may be subject to information reportingnéoU.S. Internal Revenue Service and possible hh&up withholding. Backup withholding
will not apply, however, if you are a corporationaoU.S. Holder who furnishes a correct taxpayeniiication number and makes any other
required certification or if you are otherwise exgritom backup withholding. If you are a U.S. Haldeho is required to establish exempt
status, you generally must provide such certiftcatin U.S. Internal Revenue Service FormBW¢ou should consult your tax advisor regart
the application of the U.S. information reportingdebackup withholding rules.

Backup withholding is not an additional tax. Amagiatithheld as backup withholding may be creditedliregt your U.S. federal income
tax liability, and you may obtain a refund of amgess amounts withheld under the backup withholdites by filing the appropriate claim for
refund with the U.S. Internal Revenue Service amdi$hing any required information in a timely mann
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Certain U.S. Holders who are individuals that hoédtain foreign financial assets (which may incltige ADSs or ordinary shares) are
required to report information relating to suchedsssubject to certain exceptions. You should albiysur tax advisor regarding the effect, if
any, of these rules on your ownership and dispsitf the ADSs or ordinary shares.

F. Dividends and Paying Agents

Not applicable.

G. Statement by Experts

Not applicable.

H. Documents on Display

You may read and copy documents referred to inahigial report on Form 20-F that have been filat thie U.S. Securities and
Exchange Commission at the Commission’s publicresfee room located at 100 F Street, N.E., Room 18&&hington, D.C. 20549. Please
call the Commission at 1-800-SEC-0330 for furtioiimation on the public reference rooms and tbejpy charges.

The Commission allows us to “incorporate by refeegrthe information we file with the Commission.i§Imeans that we can disclose

important information to you by referring you toatimer document filed separately with the Commissidre information incorporated by
reference is considered to be part of this anref@nt on Form 20-F.

I. Subsidiary Information

For a listing of our significant subsidiaries, $#em 4.C. Organizational Structure.”

ITEM 11 QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
Foreign Exchange Risk

A portion of our revenue and a significant portafrexpenses are denominated in Renminbi. The Rdiinsicurrently convertible under
the “current account,” which includes dividendsdie and service-related foreign exchange transegtinut not under the “capital account,”
which includes foreign direct investment and lodstrently, SolarOne Qidong may purchase foreignericies for settlement of current
account transactions, including payments of divitdeto us, without the approval of SAFE. Howeveg, thlevant PRC government authorities
may limit or eliminate our ability to purchase fie currencies in the future. Since a significambant of our future revenue will be
denominated in Renminbi, any existing and futusgrigtions on currency exchange may limit our &pild utilize revenue generated in
Renminbi to fund our business activities outsidén@lthat are denominated in foreign currencies.

In 2013, we entered into foreign currency derivationtracts to manage risks associated with forgigrency fluctuations for our sales
contracts denominated in a currency other than ResimAs of December 31, 2013, a notional amourE0R15.0 million, US$112.9 million
and JPY5,024.5 million was outstanding under tiessgn currency derivative contracts. We may eirtter additional forward contracts or
enter into economic hedges in the future.

Foreign exchange transactions by SolarOne Qidodgruthe capital account continue to be subjecigtoificant foreign exchange
controls and require the approval of or need téstegwith PRC governmental authorities, includB§FE. In particular, if SolarOne Qidong
borrows foreign currency loans from us or otheeiign lenders, these loans must be registered WiffESand if we finance SolarOne Qidong
by means of
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additional capital contributions, these capitaltcbutions must be approved by certain governmathaities, including the NDRC, the
Ministry of Commerce or their respective local ctarparts. These limitations could affect the apitif SolarOne Qidong to obtain foreign
exchange through debt or equity financing.

As of December 31, 2011, 2012 and 2013, we heldralgunts of RMB537.5 million, RMB957.0 million arkMB744.7 million
(US$123.0 million) in accounts receivable, resp@tyi, of which RMB223.0 million, RMB130.6 millionrel RMB191.7 million (US$31.7
million) were denominated in U.S. dollars, respesti, and RMB194.3 million, RMB559.1 million and R90.7 million (US$31.5 million)
were denominated in Euros, respectively.

Without taking into account of the effect of theeusdf hedging or other derivative financial instrurtse if there were a 10% appreciation
of Renminbi based on the foreign exchange rateese®ber 31, 2011, 2012 and 2013, our accountsvedteidenominated in U.S. dollars
would have been Renminbi equivalents of RMB200.lfiani RMB117.5 million and RMB172.5 million (US$2Bmillion), respectively.
These amounts represent net losses of RMB22.3milRMB13.1 million and RMB19.2 million (US$3.2 iiidn), respectively, to our
accounts receivable denominated in U.S. dollars.

Without taking into account of the effect of theusd hedging or other derivative financial instruntge if there were a 10% appreciation
of Renminbi based on the foreign exchange rateegeber 31, 2011, 2012 and 2013, our accountsvedteidenominated in Euro would
have been Renminbi equivalents of RMB174.8 millieivB503.2 million and RMB171.6 million (US$28.3 ihiiin), respectively. These
amounts represent net losses of RMB19.5 million B8BL9 million and RMB19.1 million (US$3.2 millionjespectively, to our accounts
receivable denominated in Euro.

Interest Rate Risk

Our exposure to interest rate risks relates taésteexpense incurred in connection with our steartz and long-term borrowings, as well
as interest income generated by excess cash idviestiemand deposits and liquid investments withimal maturities of three months or less.
As of December 31, 2013, our total interest-beabiogowings and notes were RMB4,395.5 million (US&Z2million), of which RMB4,282.!
million (US$707.4 million) were denominated in UdRlllars. In 2012, we entered into an interest satep agreement to manage risk with
respect to our long-term borrowings with a floatmate. We estimate the fair value of interest satap derivatives using a pricing model basec
on market observable inputs. We have not been extos nor do we anticipate being exposed to, rizdtésks due to changes in interest rates
However, our future interest expense may increasei@ changes in market interest rates.

ITEM 12 DESCRIPTION OF SECURITIES OTHER THAN EQUITYSECURITIES
A. Debt Securities
Not applicable.

B. Warrants and Rights
Not applicable.

C. Other Securities
Not applicable.

D. American Depositary Shares

The Bank of New York Mellon, the depositary of @&IDS program, collects its fees for depositing shanesurrendering ADSs for the
purpose of withdrawal or from intermediaries actiogthem. The depositary
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collects fees for making distributions to investbysdeducting those fees from the amounts diskitbot by selling a portion of distributable
property to pay the fees. The depositary may coite@nnual fee for depositary services by deagctiom cash distributions or by directly
billing investors or by charging the book-entryteys accounts of participants acting for them. Tapasitary may generally refuse to provide
fee-attracting services until its fees for thoswises are paid.

Persons depositing or withdrawing shares must pa For:

$5.00 (or less) per 100 ADSs (or portion of 100 ADS Issuance of ADSs, including issuances resultinmfeodistribution
of shares or rights or other prope

Cancellation of ADSs for the purpose of withdraviatluding if
the deposit agreement termina

$0.02 (or less) per AD Any cash distribution to ADS holde

A fee equivalent to the fee that would be payabsecurities distributed
to you had been shares and the shares had beesitddgdor issuance Distribution of securities distributed to holdefsdeposited

of ADSs securities which are distributed by the depositarDS holders
$0.02 (or less) per ADSs per calendar y Depositary service
Registration or transfer fees Transfer and registration of shares on our shayister to or from

the name of the depositary or its agent when yq@aosieor
withdraw share.

Expenses of the depositary Cable, telex and facsimile transmissions (whene&sgly provided
in the deposit agreemer

Converting foreign currency to U.S. doll:

Taxes and other governmental charges the depositdhe custodian As necessary
have to pay on any ADS or share underlying an AibSexample,
stock transfer taxes, stamp duty or withholdinges

Any charges incurred by the depositary or its agémt servicing the As necessary
deposited securitie
The fees described above may be amended from i@ ¢.

The depositary has agreed to reimburse us annfgalbur expenses incurred in connection with ADBgram. The amount of such
reimbursements is subject to certain limits, betdaimount of reimbursement available to us is rlated to the amounts of fees the depositary
collects from investors. In 2013, we did not reeedny reimbursement from the depositary.
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ITEM 13 DEFAULTS, DIVIDEND ARREARAGES AND DELINQUENCIES

None.

ITEM 14 MATERIAL MODIFICATIONS TO THE RIGHTS OF SECURITY HOLDERS AND USE OF PROCEED!

See “Item 10. Additional Information” for a desdign of the rights of securities holders, which eemunchanged.

We completed our initial public offering of 60,0000 ordinary shares, in the form of ADSs, at US$Q2%er ADS on December 26,
2006, after our ordinary shares and American DéggsReceipts were registered under the SecuisThe aggregate price of the offering
amount registered and sold was US$150 million, loittv we received net proceeds of US$135.9 millidme effective date of our registration
statement on Form F-1 (File number: 333-139258) Resember 19, 2006. Goldman Sachs (Asia) L.L.C.twasole global coordinator and
bookrunner for the global offering of the ADSs.

The net proceeds from our initial public offeringMe been used as follows:

» approximately US$68.0 million to purchase or prefmayraw materials

» approximately US$40.0 million to expand our mantiféng capacity

» approximately US$17.9 million to acquire SolarOrexfinology; ant

» approximately US$10.0 million to invest in our reszh and development activitie

On January 29, 2008, we closed an offering of Ug%Lillion 3.50% convertible senior notes due 208018 convertible bonds, to
qualified institutional buyers pursuant to Rule Ad4hder the Securities Act and received net proe@éd)S$167.9 million. Holders may
convert the bonds into the ADSs. Concurrently wliis convertible bond offering, we closed an ofigrof 9,019,611 ADSs, representing
45,098,055 ordinary shares, to facilitate the cadiite bond offering. We did not receive any pratgeother than the par value of the ADSs,
from such offering of ADSs. The effective date af oegistration statement on Form F-1 (File numB88-147627) was January 23, 2008.
Morgan Stanley & Co. Incorporated was the sole bamking manager of this offering. We have from tiitméime been buying back our
convertible bonds since January 1, 2012 and magodbo the future, subject to market conditions atiekr factors.

The net proceeds from the January 2008 convetiitrtel offering have been used as follows:

» approximately US$95.6 million for wafer and polysiin pre-payments
» approximately US$37.4 million for capital expendéyL

o US$19.2 million to repay loans from Hong Kongaérli, a company controlled by Mr. Yonghua Lu, &armer chairman, to
SolarOne Hong Kong, our 100% indirect subsidiand

« the remainder for working capital and repaymertwfexisting bank borrowing

From July 17, 2008 to August 12, 2008, we issuatisarid 5,421,093 ADSs with an aggregate sale pifi¢$S$73.9 million, of which we
received net proceeds of US$71.8 million. The éffecdate of our registration statement on Form (& number: 333-152005) was July 16,
2008. Morgan Stanley & Co. Incorporated acted assales agent. The net proceeds from this offdrange been used for silicon and silicon
wafer pre-payments and working capital.
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From September 17, 2009 to November 18, 2009, suedsand sold 3,888,399 ADSs with an aggregatepsiake of US$23.1 million, of
which we received net proceeds of US$21.8 millibime effective date of our registration statemenForm F-3 (File number: 333 152005)
was July 16, 2008. Morgan Stanley & Co. Incorpataeted as manager for the sale. The net procesmstiiis offering have been used for
capital expenditures, working capital and partgdayment of our existing bank loans.

In September 2010, we issued and sold to Hanwter 8ok private placement 36,455,089 ordinary shatith an aggregate sale price of
US$78.2 million, of which we received net proceefll S$76.0 million. The net proceeds from this ptesplacement have been used for
capital expenditures and working capital.

In November 2010, we issued and sold 9,200,000 AliiSsan aggregate sale price of US$82.8 millidnybich we received net
proceeds of US$78.5 million. The effective dat@of registration statement on Form F-3 (File numB88-152005) was July 16, 2008.
Morgan Stanley & Co. International plc and UBS S#ims LLC acted as managers of the underwriterstfe sale. The net proceeds from this
offering have been used for capital expendituresveorking capital. In order for Hanwha Solar to ntain after this public offering the same
level of beneficial ownership in our company asobefthe offering, we issued and sold to Hanwhar3St8z081,604 ordinary shares with an
aggregate sale price of US$82.8 million. The neteeds from this private placement have been wsezhpital expenditures and general
working capital purposes.

From November 2013 to January 2014, we issued @lddbs7’ 16,966 ADSs with an aggregate sale pridd®$21.5 million pursuant to a
distribution agency agreement. The effective détsuo registration statement on Form F-3 (File nemi333-192049)vas November 13, 201
Credit Suisse Securities (USA) LLC acted as thessagent and principal under the distribution agegceement. The net proceeds from this
offering will be used for general corporate purgose

As of December 31, 2013, our cash resources ambtmi@MB1,249.5 million (US$206.4 million), compng cash on hand and dem:
deposits.

ITEM 15 CONTROLS AND PROCEDURE!
Disclosure Controls and Procedures

Under the supervision and with the participatiomof management, including our chief executiveceffiand our chief financial officer,
we conducted an evaluation of our disclosure ctsand procedures, as such term is defined under RBa-15(e) under the Securities
Exchange Act of 1934, as amended. Based on thatagiam, our chief executive officer and chief firtdal officer have concluded that our
disclosure controls and procedures were effectveféahe end of the period covered by this annejabrt.

Management’'s Annual Report on Internal Control Over Financial Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finah@aorting, as such term is defined
under Rule 13a-15(f) under the Securities Exchaxgef 1934, as amended, for our company. Intecoatrol over financial reporting is a
process designed to provide reasonable assurageelig the reliability of financial reporting atite preparation of consolidated financial
statements in accordance with generally acceptealiating principles and includes those policies protedures that (1) pertain to the
maintenance of records that, in reasonable detailrately and fairly reflect the transactions disghositions of a comparg/assets, (2) provi
reasonable assurance that transactions are recasdeztessary to permit preparation of consolid@tedcial statements in accordance with
generally accepted accounting principles, anddt@mpany’s receipts and expenditures are being maly in accordance with authorizations
of a company’s management and directors, and (B)ighx reasonable assurance regarding preventitmely detection of unauthorized
acquisition, use, or disposition of a company’'ststhat could have a material effect on the cadatdd financial statements.

102



Table of Contents

Because of its inherent limitations, a system tdrimal control over financial reporting can provim@y reasonable assurance with respec
to the preparation and presentation of consolidfiteshcial statement and may not prevent or detesstatements. Also, projections of any
evaluation of effectiveness to future periods agject to the risk that controls may become inadegibecause of changes in conditions, or
the degree of compliance with the policies or pdoces may deteriorate.

As required by Section 404 of the Sarbanes-Oxletyafdd related rules as promulgated by the SECcampany’s management assessec
the effectiveness of our internal control over fio@l reporting as of December 31, 2013 using Gatestablished in Internal
Framework issued by the Committee of Sponsoringa@imgtions of the Treadway Commission (1992 Framkw8ased on this assessment,
our company’s management concluded that our inteordrol over financial reporting was effective@®ecember 31, 2013.

Our independent registered public accounting fiEmst & Young Hua Ming LLP, has audited the effeetiess of internal control over
financial reporting as of December 31, 2013, atedtm its report, which is included immediatelydve. Ernst & Young Hua Ming LLP has
also audited our consolidated financial statemtmtthe year ended December 31, 2013, as statiéslri@port which is included on page F-2 in
this annual report.

Report of Independent Registered Public Accountingrirm

To the Board of Directors and Shareholders of
Hanwha SolarOne Co., Ltd.

We have audited Hanwha SolarOne Co., Ltd.’s (theni@any”) internal control over financial reportiag of December 31, 2013, based
on criteria established in Internal Control—InteégthFramework issued by the Committee of Sponsddirganizations of the Treadway
Commission (1992 framework) (the “COSO criterid’he Company’s management is responsible for maimigieffective internal control
over financial reporting, and for its assessmernhefeffectiveness of internal control over finaheceporting included in the accompanying
Management’'s Annual Report on Internal Control Ovi@iancial Reporting. Our responsibility is to ees an opinion on the Company’s
internal control over financial reporting basedoam audit.

We conducted our audit in accordance with the stedxof the Public Company Accounting Oversighti@d&/nited States). Those
standards require that we plan and perform thet dndbtain reasonable assurance about whetheatigianternal control over financial
reporting was maintained in all material respe@is: audit included obtaining an understanding térimal control over financial reporting,
assessing the risk that a material weakness etasting and evaluating the design and operatifegtfeness of internal control based on the
assessed risk, and performing such other procedsre®& considered necessary in the circumstancefeéliéve that our audit provides a
reasonable basis for our opinion.

A company'’s internal control over financial repodiis a process designed to provide reasonablesassuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttegenerally accepted accounting princip
A company'’s internal control over financial repogiincludes those policies and procedures thai€fthin to the maintenance of records that,
in reasonable detail, accurately and fairly reftbettransactions and dispositions of the assdtseocfompany; (2) provide reasonable assuranc
that transactions are recorded as necessary tatgeaparation of financial statements in accor@anith generally accepted accounting
principles, and that receipts and expenditureb®ttbmpany are being made only in accordance witibaizations of management and
directors of the company; and (3) provide reasanabsurance regarding prevention or timely detecfainauthorized acquisition, use, or
disposition of the company’s assets that could lzanweterial effect on the financial statements.
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Because of its inherent limitations, internal cohtiver financial reporting may not prevent or detisstatements. Also, projections of
any evaluation of effectiveness to future periogssaubject to the risk that controls may becomdenaate because of changes in condition
that the degree of compliance with the policieprocedures may deteriorate.

In our opinion, Hanwha SolarOne Co., Ltd. maintdiria all material respects, effective internal ttohover financial reporting as of
December 31, 2013, based on the COSO criteria.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@snited States), the
consolidated balance sheets of Hanwha SolarOnd.@b.as of December 31, 2013 and 2012, and tla¢eeticonsolidated statements of
comprehensive loss, changes in shareholders’ equitycash flows for each of the three years irpdred ended December 31, 2013 of
Hanwha SolarOne Co., Ltd., and our report datedl Agr 2014 expressed an unqualified opinion thereo

/sl Ernst & Young Hua Ming LLP
Shanghai, the People’s Republic of China
April 14, 2014

Changes in Internal Controls

There were no changes in our internal control éwancial reporting that occurred during the yeaded December 31, 2013 that have
materially affected, or are reasonably likely tatenally affect, our internal control over finantiaporting.

ITEM 16A AUDIT COMMITTEE FINANCIAL EXPERT

Our Board of Directors has determined that Mr. Therd. Toy qualifies as an “audit committee finaheigert” as defined in Item 16A.
of Form 20-F. Each of the members of the Audit Cattem is an “independent director” as defined i Masdaq Marketplace Rules.

ITEM 16B CODE OF ETHICS

Our board of directors has adopted a code of ethatsapplies to our directors, officers, employaed agents. We have previously filed
our code of business conduct and ethics, and ptistecbde on our websikdtp://www.hanwha-solarone.coM/e hereby undertake to provide
to any person without charge, a copy of our codeusfness conduct and ethics within ten workingsdaer we receive such person’s written
request.

ITEM 16C PRINCIPAL ACCOUNTANT FEES AND SERVICES

The following table sets forth the aggregate feesdiegories specified below in connection withtaierprofessional services renderec
Ernst & Young Hua Ming LLP, our principal exterrealditors, for the periods indicated.

Year Ended December 31

2011 2012 2013
(RMB) (RMB) (RMB) (US$)
Audit fees® 6,000,001 5,900,00! 5,850,00! 966,35
Tax fee<® 102,65( 1,070,00! 180,00( 29,73¢
All other fee<(® — — 1,200,00! 198,22¢

Notes:

(1) “Audit fees” means the aggregate fees billedaoh of the fiscal years listed for professioraVices rendered by our principal auditors.
In 2011, 2012 and 2013, RMB6.0 million, RMB5.9 el and RMB5.9 million (US$1.0 million), respectlygeare for the audits of our
annual consolidated financi
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statements and our internal control over finan@gpbrting pursuant to Section 404(b) of Sarbane-Oxley Act of 2002.
(2) “Tax fee” means the aggregated fees for services rendemhirection with technical tax advic
(3) “All other fee” means the aggregate fees for services renderemhirection with our equity offering

The policy of our audit committee is to pre-appralileaudit and non-audit services provided by E&3toung Hua Ming LLP, including
audit services and other services as describeceabtiver than those fde minimuservices which are approved by the Audit Commigtéer
to the completion of the audit.

ITEM 16D EXEMPTIONS FROM THE LISTING STANDARDS FORAUDIT COMMITTEES

None.

ITEM 16E PURCHASES OF EQUITY SECURITIES BY THE ISSBR AND AFFILIATED PURCHASERS

None.

ITEM 16F CHANGE IN REGISTRANTS CERTIFYING ACCOUNTANT
Not applicable.

ITEM 16G CORPORATE GOVERNANCE

Nasdaq Marketplace Rule 5605(e)(1)(B) requirestti@aDirector nominees must either be selectete@mmended for the Board’s
selection, either by: (A) independent directorsstibating a majority of the Board's independentediors in a vote in which only independent
directors participate, or (B) a nominations comeattomprised solely of independent directors. Nas8diarketplace Rule 5635 (b) requires
shareholder approval prior to the issuance of #Esitvhen the issuance or potential issuanceresillt in a change of control of the company
Marketplace Rule 5635(d) requires shareholder aggbmarior to the issuance of securities in conmectvith a transaction other than a public
offering involving the sale, issuance or potenigaliance by the company of common stock (or séesigbnvertible into or exercisable
common stock) equal to 20% or more of the commocksbr 20% or more of the voting power outstandiefpre the issuance for less than the
greater of book or market value of the stock. Hosveilasdaq Marketplace Rule 5615(a)(3) allows aifr private issuer to follow its home
country practice in lieu of the requirement undeistlag Marketplace Rules 5605(e)(1)(B), 5635(b)%685(d). Our home country practice
does not impose similar requirements to Nasdaq &tplkce Rules 5605(¢e)(1)(B), 5635(b) and 5635(d).

Except as stated above, we have followed and irtiendntinue to follow the applicable corporate @mance standards under Nasdaq
Marketplace Rules.

ITEM 16H MINE SAFETY DISCLOSURE
Not applicable.
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ITEM 17 FINANCIAL STATEMENTS

We have elected to provide financial statementsyant to Item 18.

ITEM 18 FINANCIAL STATEMENTS

The following financial statements are filed astpdithis Annual Report on Form 20-F, together wifte report of the independent
auditors:

» Report of Independent Registered Public Accourfing

» Consolidated Balance Sheets as of December 31,&t1201:

» Consolidated Statements of Comprehensive Incoméhéyears Ended December 31, 2011, 2012 and

+ Consolidated Statements of Cash Flows for the YEaded December 31, 2011, 2012 and Z

» Consolidated Statements of Changes in Shareh’ Equity for the Years Ended December 31, 2011, 2012201z

* Notes to the Consolidated Financial Statem

ITEM 19 EXHIBITS
The following exhibits are furnished along with aahreport or are incorporated by reference asatdd.

Exhibit Number Description of Documen
1.1 Memorandum and Articles of Association of SolarRower Holdings Co., Ltd. (incorporated by referetec&xhibit 3.1
from our F-1 registration statement (File No. 338258), as amended, initially filed with the Comsiis: on December
11, 2006,
1.2 Form of Amended and Restated Memorandum and Astlé\ssociation of Solarfun Power Holdings Cod.Lt

(incorporated by reference to Exhibit 3.2 from &tit registration statement (File No. 333-139258)amended, initially
filed with the Commission on December 11, 20

1.3 Amended and Restated Memorandum and Articles ob@aton of Hanwha SolarOne Co., Ltd., as adopte8recial
Resolution passed on December 18, 2006 and eféeativDecember 26, 2006, as amended by Special Riesopassed o
February 21, 2011 (incorporated by reference talttixh.3 from our 20-Fannual report, as amended, initially filed with
Commission on June 3, 201

2.1 Specimen Certificate for Ordinary Shares of Solafwwer Holdings Co., Ltd. (incorporated by refeeto Exhibit 4.2
from our F-1 registration statement (File No. 338258), as amended, initially filed with the Comsiis: on December
11, 2006,

2.2 Form of American Depositary Receipt of Solarfun Bowoldings Co., Ltd. (incorporated by referenc&xibit 4.1 from
our F-1 registration statement (File No. 333-139288 amended, initially filed with the Commissimm December 11,
2006)

2.3 Form of Deposit Agreement Form of Deposit Agreemantong Solarfun Power Holdings Co., Ltd., the d&poy and

owners and holders of the American Depositary Sh@neorporated by reference to Exhibit 4.3 from Btl registration
statement (File No. 333-139258), as amended, ligifited with the Commission on December 11, 20@6D6 Share
Incentive Plan (incorporated by reference to Extibil from our F-1 registration statement (File R83-139258), as
amended, initially filed with the Commission on Betber 11, 200€
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Exhibit Number
4.1

4.2

4.3

4.4

4.5

4.6

4.7

8.1*
111

12.1*
12.2*
13.1*
23.1*
101*

Note:

Description of Documen

2007 Equity Incentive Plan (incorporated by refereto Exhibit 99.2 from our Form S-8 registratioatement (File No.
333 147644), as amended, initially filed with then@mission on November 27, 20(

Form of Employment Agreement between Solarfun Pdwatdings Co., Ltd. and a Senior Executive Offioéthe
Registrant (incorporated by reference to ExhibiRiffom our F-1 registration statement (File No3339258), as
amended, initially filed with the Commission on Retber 11, 200€

Shareholders Agreement between Solarfun Power atgpddCo., Ltd. and Hanwha Solar Holdings Co., Lated Septemb
16, 2010 (incorporated by reference to Exhibit ¥80n Form6-K submitted with the Commission on November 9, 2(

Amendment No. 1, dated November 12, 2013, to tlreStolder Agreement, dated as of September 16, 20a0d amon
Hanwha SolarOne Co., Ltd., and Hanwha Solar Hokliag., Ltd. (incorporated by reference to ExhiitSfrom Form 6-
K submitted with the Commission on November 14,3)(

Share Purchase Agreement between Solarfun PowdirdslCo., Ltd. and Hanwha Chemical Corporatioted&ugust 3
2010 (incorporated by reference to Exhibit 99.hrfileorm6-K submitted with the Commission on November 9, 2(

Share Issuance and Repurchase Agreement betwesmfuBd?ower Holdings Co., Ltd. and Hanwha Solarditas Co.,
Ltd. dated September 16, 2010 (incorporated byeafe to Exhibit 99.3 from Form 6-K submitted witle Commission
on November 9, 201(

Amendment No. 1, dated November 12, 2013, to tleStssuance and Repurchase Agreement, datedsaptamber 16,
2010 by and among Hanwha SolarOne Co., Ltd., amdMHa Solar Holdings Co., Ltd. (incorporated by refee to Exhib
99.3 from Form -K submitted with the Commission on November 14,3)(

Subsidiaries of Solarfun Power Holdings Co., |

Code of Business Conduct and Ethics of Solarfuné?dtoldings Co., Ltd. (incorporated by referenc&xibit 99.1 from
our F-1 registration statement (File No. 333-139288 amended, initially filed with the Commissimm December 11,
2006)

CEO Certification Pursuant to Section 302 of Sarbane-Oxley Act of 2002

CFO Certification Pursuant to Section 302 of Sarbane-Oxley Act of 2002

CEO and CFO Certification Pursuant to Section 90B@Sarbane-Oxley Act of 2002
Consent of Independent Registered Public Accourking

Interactive data files pursuant to Rule 405 of Ration S-T: (i) Consolidated Balance Sheets asexddinber 31, 2013 and
2012; (ii) Consolidated Statements of Comprehensigeme for the years ended December 31, 2013, 20d2011; (iii)
Consolidated Statements of Cash Flows for the yeaated December 31, 2013, 2012 and 2011; (iv) Coased
Statements of Changes in Equity for the years ebasémber 31, 2013, 2012 and 2011; (v) Notes tsQatated
Financial Statements, tagged as blocks of text;(@ijéchedule—Condensed Financial Information Of Registr:

* Filed with this Annual Report on For2C-F.
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SIGNATURE

The registrant hereby certifies that it meets athe requirements for filing on Form 20-F and thdtas duly caused and authorized the
undersigned to sign this annual report on its Hehal

HANWHA SOLARONE CO., LTD.

/sl Ki-Joon Hong
Name: Ki-JoonHong
Title: Chairman and Chief Executive Offic

Date: April 14, 2014
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Shareholders of
Hanwha SolarOne Co., Ltd.

We have audited the accompanying consolidated balsimeets of Hanwha SolarOne Co., Ltd. (the “Cowipas of December 31, 2013 and
2012, and the related consolidated statementsmprhensive loss, changes in shareholders’ eanty cash flows for each of the three years
in the period ended December 31, 2013. These fiabstatements are the responsibility of the Corgpmmanagement. Our responsibility it
express an opinion on these financial statemerssdoan our audits.

We conducted our audits in accordance with thedstials of the Public Company Accounting OversighamBioUnited States). Those standard:
require that we plan and perform the audit to ebtagsonable assurance about whether the finataiaiments are free of material
misstatement. An audit includes examining, on tldasis, evidence supporting the amounts and diss in the financial statements. An a
also includes assessing the accounting princiged and significant estimates made by managenenielhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statements refer@alove present fairly, in all material respedts,¢onsolidated financial position of Hanwha
SolarOne Co., Ltd. at December 31, 2013 and 20i®tlee consolidated results of its operations &dash flows for each of the three year
the period ended December 31, 2013, in conformitly W.S. generally accepted accounting principles.

We also have audited, in accordance with the stasd# the Public Company Accounting Oversight Bo@/nited States), the Company’s
internal control over financial reporting as of Batber 31, 2013, based on the criteria establigh&aérnal Control — Integrated Framework
issued by the Committee of Sponsoring Organizatidrike Treadway Commission (1992 Framework) andreport dated April 14, 2014
expressed an unqualified opinion thereon.

/sl Ernst & Young Hua Ming LLP
Shanghai, the People’s Republic of China
April 14, 2014
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ASSETS

Current assets:
Cash and cash equivalel
Restricted cas
Accounts receivabl- net
Notes receivabl
Inventories
Advance to supplier- net
Derivative contract
Deferred tax asse- net
Amount due from related parti— net
Other current asse- net

Total current asse

Non-current assets:
Long-term prepayment
Fixed asset- net
Land use right- net
Deferred tax asse- net
Long-term deferred expens
Total nor-current asset

Total assets

LIABILITIES AND SHAREHOLDERS ' EQUITY

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

Non-current liabilities:
Long-term bank borrowing
Long-term notes
Long-term payable
Deferred tax liabilities
Convertible bond
Total nor-current liabilities

Total liabilities

Commitments and contingenci

Redeemable ordinary share(par value US$0.0001 per share; 20,070,375 shssaed and outstanding at Decembel

2012 and 2013
Shareholders equity

Ordinary shares (par value US$0.0001 per shar601000,000 and 1,000,000,000 shares authorizeg392332

HANWHA SOLARONE CO,, LTD.

CONSOLIDATED BALANCE SHEETS

shares and 431,525,432 shares issued and outgfartdd®ecember 31, 2012 and 2013, respecti

Additional paic-in capital

Statutory reserve

Accumulated defici

Accumulated other comprehensive |

Total shareholde’ equity

Total liabilities, redeemable ordinary shares and Isareholders’ equity

The accompanying notes are an integral part ofdmsolidated financial statements.

F-3

Note

oRREurww

=N
o_bCD\IU'I

28

21

33
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As of December 31

2012 2013 2013
(RMB'000] (RMB'000]  (US§000
676,47t 1,249,48 206,401
150,46 163,941 27,08:
956,96¢ 744,73 123,02;
2,681 10,78 1,781
838,72 752,29: 124,271
166,83t 182,12¢ 30,08¢
= 26,63 4,39¢
150,29 — —
420,61 530,73 87,66¢
356,78 301,56 49,81
3,719,84. 3,962,29. 654,52:
184,06t 132,01 21,80°
4,779,87: 4,482,65 740,48;
335,04 272,44 45,00¢
107,30 2,94¢ 487
25,20( 9,59¢ 1,58¢
5,431,48 4,899,65 809,36
9,151,33: 8,861,904  1,463,88
1,162,37; 1,105,57: 182,62
467,20 234,12; 38,67:
1,061,72: 695,53( 114,89:
314,51° 494,46: 81,67¢
400,53 388,74 64,21¢
36,31 47,76 7,89(
143,47 143,47 23,70
17,31 6,51¢ 1,07¢
72,04¢ 255,03; 42,12¢
3,675,491 3,371,21 556,38
2,285,101 2,446,07 404,06
— 609,69 100,71
50,00( 50,00( 8,25¢
24,79¢ 24,20¢ 3,99¢
368,59 470,35° 77,69;
2,728,49. 3,600,33 594,73
6,403,991 6,971,54  1,151,61
24 24 4
31€ 321 53
4,004,19" 4,022,14 664,41
174,45 174,45 28,81
(1,430,43)  (2,304,52) (380,681
(1,219 (2,030) (335
2,747,310 1,890,37 312,26
9,151,33: 8,861,94  1,463,88




Table of Contents

HANWHA SOLARONE CO,, LTD.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS

Net revenues:
Third parties
Related partie

Total net revenue

Cost of revenues

Gross (loss) profit

Operating expenses:
Selling expense
General and administrative expen
Provision for doubtful accounts receivable and othe
receivable
Research and development expet
Impairment of goodwil
Total operating expens

Operating loss

Interest expens

Interest incom

Exchange (losses) gai

Changes in fair value of derivative contrg

Changes in fair value of conversion feature of avtible bonds
Loss on extinguishment of de

Other income

Other expense

Loss before income taxe

Income tax benefit (expense
Net loss
Net loss per share

Basic
Diluted

Number of shares used in computation of net loss pshare:
Basic
Diluted

Other comprehensive loss, net of tax
Foreign currency translation adjustm

Comprehensive los:

Note

25
29

16
22
22

24

30
30

3C
30

19

For the year ended December 3.

2011 2012 2013 2013

(RMB’ 000) (RMB’000) (RMB’000) (US$000)
5,832,62: 2,639,45: 2,782,77 459,68:
583,85 1,038,92 1,942,92 320,94
6,416,48 3,678,38! 4,725,69: 780,62
(6,633,54)  (4,003,88)  (4,390,71) (725,29Y)
(217,05) (325,50%) 334,97 55,33«
(279,789 (348,56%) (325,42;) (53,756
(340,409 (278,03) (295,48:) (48,817
(56,232 (137,67 (28,567) (4,718
(68,21 (90,82() (92,25¢) (15,240)

(134,73) _ _ —
(879,379 (855,09) (741,72) (122,52
(1,096,43) (1,180,601 (406,74%) (67,197
(171,059 (299,51 (323,820 (53,49;)
11,76: 15,84: 21,21: 3,50¢
(3,96%) 8,87t 43,68 7,217
(70,77%) 5,32¢ 63,73¢ 10,52¢
264,38 (5,697) (6,105) (1,009)

— (82,719 — —
5,14¢ 9,26t 7,80¢ 1,28¢
(14,10 (18,39 (16,199 (2,675
(1,075,04)  (1,547,60) (616,42)) (101,82f)
144,941 (15,255 (257,66¢) (42,569
(930,100  (1,562,85) (874,09() (144,38Y)
RMB (22) RMB(3.70  RMB (2.06) US$ (0.3)
RMB (2.2) RMB(3.70  RMB (2.06) US$ (0.3
420,325,70  422,167,50 42367542  423,675,42
420,325,70  422,167,50  423,67542  423,675,42
— (1,219 (811) (134
(930,109 _ (1,564,07) (874,90) (144,52))

The accompanying notes are an integral part oftinsolidated financial statements.
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HANWHA SOLARONE CO,, LTD.

CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities:
Consolidated net los
Adjustments to reconcile net loss to net cash plexviby (used in) operating
activities:
Unrealized loss (gain) from derivative contrg
Changes in fair value of conversion feature of @stilile bond:
Loss from disposal of fixed asst
Loss on extinguishment of de
Amortization of convertible bonds discot
Depreciation and amortizatic
Impairment of goodwil
Amortization of lon-term deferred expen:
Stock compensation expens
Write-down of inventorie:
Provision for doubtful collection of accounts readle
Provision for doubtful collection of advance to pliprs
Provision for doubtful debt of other current as:
Provision (reversal) for doubtful collection of aumt due from a relate
party
Deferred tax (benefit) expen
Warranty provisior
Warranty settlements and revers
Foreign currency exchange ga
Changes in operating assets and liabilit
Restricted cas
Accounts receivabl
Notes receivabl
Inventories
Advance to suppliers and lc-term prepayment
Other current asse
Land use right
Long-term deferred expen:
Long-term payable
Amount due from related parti
Accounts payabl
Notes payabli
Accrued expenses and other liabilit
Amount due to related parti
Customer deposi

Net cash provided by (used in) operating activi

Cash flows from investing activities:
Acquisition of fixed assel
Change in restricted ca
Proceeds from disposal of fixed ass

Net cash used in investing activiti

The accompanying notes are an integral part oftinsolidated financial statements.
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Note

16
22

22

23

For the year ended December 3.

2011 2012 2013 2013
(RMB’ 000) (RMB’ 000) (RMB’000) (US$000)
(930,10)  (1,562,85) (874,090 (144,389
1,021 15,73: (37,430 (6,189
(264,38 5,69: 6,10t 1,00¢
1,714 8,497 9,671 1,59¢
— 82,71 — —
75,59t 88,507 95,66: 15,80:
218,64 373,15¢ 436,07 72,03
134,73! — — —
11,40¢ 21,57 21,06« 3,48(
38,33 7,78¢ 2,66( 43¢
583,09 326,05. 113,23 18,70
1,77¢ 87,62¢ 28,56 4,71¢
287,74 170,01 15,56¢ 2,571
54,45¢ 50,04¢ — —
— 15,96( (7,980) (1,319
(173,30 22.89: 254,06 41,96
64,73( 33,10¢ 41,32 6,821
(34,28¢) (17,379 (37,790 (6,24%)
— — (17,760 (2,93/)
(28,699 12,37¢ (66,815  (11,03)
743,48 (508,27) 182,85 30,20¢
(50,20%) 57,52 (8,099) (1,339)
(476,37 (480,729 (26,800 (4,427
85,88: 159,30( 21,19¢ 3,50:
(206,409 135,52 68,41 11,30:
(134,719 (7,102) 56,33 9,30¢
(2,322) (1,482) (50E) (83)
50,00( — — —
(198,63 (195,11)  (102,14) (16,879
121,86t 175,12 (84,98) (14,039
259,97 (126,970 180,19 29,76
(60,025) 17,34: 3,44¢ 56¢
29,15¢ 29,70: 103,21 17,05(
51,33 (48,557 11,44¢ 1,891
255,49:  (1,052,21)  386,71¢ 63,88:
(2,400,48) (597,979 (426,299 (70,419
(37,44%) 63,46 2,381 392
— — 2,56: 424
(2,437,92) (534,51)  (421,35) (69,60
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HANWHA SOLARONE CO,, LTD.
CONSOLIDATED STATEMENTS OF CASH FLOWS — CONT'D

Cash flows from financing activities:

Proceeds from issuance of redeemable ordinary siparsuant to the
Share Issuance and Repurchase Agreement with HaBalha
Holdings Co., Ltd

Payment for repurchase of redeemable ordinary shetneh were
issued pursuant to the Share Issuance and Reparslgasement
with Hanwha Solar Holdings Co., Lt

Net proceeds from issuance of ordinary sh

Proceeds from exercise of stock optir

Proceeds from sh«term bank borrowing

Repayment of shc-term bank borrowing

Change in restricted ca

Change in amount due to related par

Repurchase of convertible bor

Repurchase of redeemable ordinary sh

Proceeds from lor-term bank borrowing

Repayment of lor-term bank borrowing

Arrangement fee and other related costs for-term bank borrowing

Arrangement fee for sh«-term bank borrowing

Proceeds from the issuance of I-term notes

Arrangement fee and other related costs for-term notes

Net cash provided by financing activiti

Net increase (decrease) in cash and cash equivake
Cash and cash equivalents at the beginning of
Cash and cash equivalents at the end of

Supplemental disclosure of cash flow informati

Interest paic
Income taxes paid (refun
Realized gain (loss) from derivative contre

Supplemental schedule of r-cash activities

Acquisition of fixed assets included in accountggide, accrued
expenses and other liabiliti

Note

27

27
18

22
21

For the year ended December 3:

2011 2012 2013 2013
(RMB’'000) (RMB’000) (RMB’000) (US$000)
9 J— J— J—
(16) — — —
— — 15,29: 2,52¢
1,13¢ — — —
3,322,48  2,661,17. 2,152,681 355,50
(1,877,14)  (3,263,05)  (2,209,47)  (364,98()
(115,00() 55,32 50,94 8,41¢
— — 79,77 13,17
— (299,27) — —
(18) — — —
1,594,97  1,369,37 617,97  102,08:
(350,000  (212,03)  (690,08) (113,99
(42,58¢) (18,35 (18,77) (3,10)
(5,625) (6,507) (12,56 (2,076)
— — 627,45( 103,64
— — (5,577 (921)
2,528,20! 286,65: 607,63 100,37
345,77t (1,300,07) 573,00 94,65
1,630,77  1,976,55 676,47¢ 111,74
1,976,55! 676,47t 124948  206,40(
54,82 164,53 166,51 27,50
152,68: 47,21: (45,86 (7,576)
(69,75) 21,05¢ 26,30¢ 4,34¢
446,31 (159,459 (281,469  (46,49%)

The accompanying notes are an integral part oftimsolidated financial statements.
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Balance as of January 1, 2C

Exercise of stock options and vesting of
restricted stock uni

Settlement of stock options exercised v
shares held by depository be

Share-based compensatic

Shares issued to depository b

Net loss for the yee

Appropriation of statutory reserv

Balance as of December 31, 2(

Vesting of restricted stock uni

Settlement of stock options exercised v
shares held by depository be

Sharebased compensatic

Shares issued to depository b

Net loss for the yee

Other comprehensive lo

Balance as of December 31, 2(

Vesting of restricted stock uni

Settlement of restricted stock units vested \
shares held by depository be

Share-based compensatic

Shares issued to depository b

Shares issued to the puk

Net loss for the yee

Other comprehensive lo

Balance as of December 31, 2(

Note

20

20

33

20

19

20

18

19

HANWHA SOLARONE CO,, LTD.

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY
Retained Accumulated
Additional earnings other Total
Number of (accumulatec comprehensivt shareholders’
ordinary Ordinary paid-in Statutory
shares shares capital reserves deficit) loss equity
(RMB’000, (RMB’'000, (RMB’000; (RMB’000) (RMB’000) (RMB’000)
420,645,43 314 3,956,95: 170,00( 1,066,98! — 5,194,25:
2,358,201 1 1,13¢ — — — 1,13t
(2,358,201 — — — — — —
— — 38,33: — — — 38,33:
1,750,001 — — — — — —
— — — — (930,109 — (930,109
— — — 4,45¢ (4,45¢) — —
422,395,43 31t 3,996,41 174,45¢ 132,42t — 4,303,61
1,090,611 1 Q) — — — _
(1,090,61) — — — — — —
— — 7,78 — — — 7,782
1,000,00t — — — — — —
— — — — (1,562,85) — (1,562,85)
— — — — — (1,219 (1,219
423,395,43 31€ 4,004,19! 174,45¢ (1,430,43) (1,219 2,747,31
757,49t 1 (1) — — — —
(757,49 — — — — — —
— — 2,66( — — — 2,66(
1,000,00! — — — — — —
7,130,001 4 15,28¢ — — — 15,29:
— — — — (874,090 — (874,09()
— — — — — (81)) (81))
431,525,43 321 4,022,14 174,45¢ (2,304,52) (2,030 1,890,37
53 664,411 28,818 (380,680) (335) 312,267

Balance as of December 31, 2013, in '000

The accompanying notes are an integral part ofdmsolidated financial statements.
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HANWHA SOLARONE CO,, LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AS OF DECEMBER 31, 2012 AND 2013 AND
FOR EACH OF THE THREE YEARS ENDED DECEMBER 31, 202012 AND 2013

1. ORGANIZATION AND BASIS OF PRESENTATION

Hanwha SolarOne Co., Ltd. (the “Company”) was ipooated under the laws of the Cayman Islands oa 31@n2006 and its principal activity
is investment holding. The principal activitiesitsf subsidiaries are described in the table beldve. Company together with its subsidiaries
listed below are referred to as the “Group” heriara

On April 15, 2011, the Group established two whalyned subsidiaries, Hanwha SolarOne (Nantong) IGd. ,(“SolarOne Nantong”) and
Nantong Hanwha Import & Export Co., Lt¢“Nantong Hanwha I&E”). The registered capital of@®ne Nantong and Nantong Hanwha I&E
is US$40,000,000 and RMB5,000,000, respectivelyciwvhas been received as of December 31, 2013piiiheipal activity of SolarOne
Nantong is to develop, manufacture and sell phdtaieo(“PV”) products to both domestic and overseas custsnmNantong Hanwha I&E is
mainly engaged in import and export business. 8ularNantong and Nantong Hanwha I&E have not yetneented operations as of
December 31, 2013.

On April 26, 2012, the Group established a whollyaed subsidiary, Hanwha Solar Canada Inc. (“Sokeda”). The registered capital of
Solar Canada is Canadian Dollar (“CAD”) 450,000jakthas been received as of December 31, 2013pifheipal activity of Solar Canada is
to sell PV products in Canada.

On May 1, 2012, the Group acquired 100% equityr@sts in Hanwha Solar Australia Pty Ltd. (“Solarsfralia”) from Hanwha Corporation
with a total cash consideration of Australian Do(l8AUD") 16,732, which was the total carrying valwf the assets and liabilities in Solar
Australia at the point of acquisition. Solar Auiravas established in January 2012 by Hanwha RessWustralia Pty Ltd., a wholly-owned
subsidiary of Hanwha Corporation. Before the adtjaig the registered and paid-in capital of S@astralia was AUD50,000. Subsequent to
the acquisition, the Company invested additionaD¥80,000 in Solar Australia. As of December 31,2G0he registered capital of Solar
Australia was AUD500,000, which has been receivsedfddecember 31, 2013. The principal activity ofa#8 Australia is to sell PV products
Australia.

On July 8, 2013, the Group established a wholly-@dvsubsidiary, Nantong Hanwha PV-Tech Energy Cid., Nantong Tech”). The
registered capital of Nantong Tech is RMB 500,8@0ich has been received by Nantong Tech as of DieeeB1, 2013. The principal activity
of Nantong Tech is to provide solar systems intégnaservices in the PRC. Nantong Tech has notgetmenced operations as of
December 31, 2013.

F-8



Table of Contents

HANWHA SOLARONE CO,, LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AS OF DECEMBER 31, 2012 AND 2013 AND

FOR EACH OF THE THREE YEARS ENDED DECEMBER 31, 202012 AND 2013

1. ORGANIZATION AND BASIS OF PRESENTATION (CONT ’'D)

As of December 31, 2013, the Company’s subsidiangaded the following entities:

Percentage
Date of incorporation/ Place of shareholding
establishment/ incorporation/
Name of subsidial acquisition establishmer ownershig Principal activities
Hanwha SolarOne Investment Holding May 17, 2006 British Virgin 100% Investment holding
Ltd. (“SolarOne Investment”) Islands
Hanwha SolarOne Hong Kong Limited May 16, 2007 Hong Kong 100% Investment holding and international
(“SolarOne HI") procurements/sale
Hanwha SolarOne U.S.A. Inc. (“SolarO1  September 18, 201  United States « 100% Sales in USA
USA”)
America
Hanwha SolarOne GmbH (“SolarOne February 14, 2008 Germany 100% International sales
GmbH")
Solar Canad April 26,2012 Canade 100% International sale
Solar Australie May 1, 201z Australia 100% International sale
Hanwha SolarOne (Qidong) Co., Ltd. August 27, 2004 PRC 100% Development, manufacturing and sales of
(“SolarOne Qidong”) PV products to both domestic and over:
customers
Hanwha SolarOne (Shanghai) Co., Ltd. March 29, 2006 PRC 100% Sales of PV products to PRC customers
(“SolarOne Shanghai”) (previously
known as Shanghai Linyang Solar
Technology Co., Ltd.
Hanwha Solar Engineering Research ai April 9, 2007 PRC 100% Research and development
Development Center Co., Ltd. (“Solar
R&D")
Hanwha SolarOne Technology Co., Ltd. July 31, 2007 PRC 100% Manufacturing of silicon ingots and waft
(“SolarOne Technolo(")
Hanwha Solar Electric Power Engineeri May 25, 2010 PRC 100% Provide solar system integration service
Co., Ltd. “Solar Engineerir”) the PRC and sales of PV produ
Nantong Hanwha I&E April 15, 2011 PRC 100% Import and export busine
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HANWHA SOLARONE CO,, LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AS OF DECEMBER 31, 2012 AND 2013 AND
FOR EACH OF THE THREE YEARS ENDED DECEMBER 31, 202012 AND 2013

1. ORGANIZATION AND BASIS OF PRESENTATION (CONT ’'D)

Percentage
Date of incorporatiol Place of
incorporation shareholding
establishment/
Name of subsidial acquisition establishmer ownershig Principal activities
SolarOne Nantong April 15, 2011 PRC 100% Development, manufacturing a
sales of PV products to both
domestic and overseas custorn
Nantong Tect July 8, 2013 PRC 100% Provide solar system integration

services in the PR

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentatiol

The consolidated financial statements are preparadcordance with U.S. generally accepted accogmiinciples (“US GAAP”).

Principles of Consolidatior

The consolidated financial statements include ithential statements of the Company and its sulisigdiaAll significant inter-company
transactions and balances between the Companysasgbisidiaries are eliminated upon consolidation.

Foreign Currency

The functional currency of the Company and eadksafubsidiaries is Renminbi as determined baseti@griteria of ASC 830 oreign
Currency Translatiorexcept SolarOne USA, Solar Australia, Solar CarsadhSolarOne Gmbh which have determined their fonat

currency to be their respective local currency. féporting currency of the Company is also Renmifitansactions denominated in foreign
currencies are remeasured into the functional oayrat the exchange rates prevailing on the trdiessadates. Foreign currency denominated
financial assets and liabilities are remeasurgdeabalance sheet date exchange rate. Exchangeagairosses are separately reported in the
consolidated statements of comprehensive income Cdmpany uses the average exchange rate prevéilimy the year and the exchange
rate at the balance sheet date to translate itmtipg results and financial position, respectivélge resulting translation adjustments are
recorded in other comprehensive loss.

Convenience Translation

Amounts in United States dollars are presenteth®iconvenience of the reader and are translatibe atoon buying rate of US$1.00 to
RMB6.0537 on December 31, 2013, the last businagsrdfiscal year 2013, in the City of New York foable transfers of Renminbi as
certified for customs purposes by the Federal ResBank of New York. No representation is made thatRenminbi amounts could have
been, or could be, converted into United Stateldoéat such rate.
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HANWHA SOLARONE CO,, LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AS OF DECEMBER 31, 2012 AND 2013 AND
FOR EACH OF THE THREE YEARS ENDED DECEMBER 31, 202012 AND 2013

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT 'D)

Use of Estimates

The preparation of the consolidated financial stetets in conformity with US GAAP requires managetitermake estimates and assumption:
that affect the reported amount of assets anditiabiand disclosures of contingent assets aruiliies at the date of the financial statements
and the reported amounts of revenues and expenseg the periods. Area where management usesdivigéudgment include, provision for
doubtful debts, provision for advance to suppliprsyision for warranty, inventory write-down, usklives of fixed assets and land use rights,
impairment of fixed assets, land use rights andlgalg valuation allowances on deferred tax assgts;k-based compensation expenses, fair
values of derivative contracts and fair value afversion feature of convertible bonds. Changeadtsfand circumstances may result in rev
estimates. Actual results could differ from thesgéneates, and as such, differences may be materiaé financial statements.

Cash and Cash Equivalents

Cash and cash equivalents are stated at cost, @hjmoximates fair value, and consist of cash enltaand bank deposits, which are
unrestricted as to withdrawal and use and havénadighaturities less than 90 days.

Restricted Casl

Restricted cash represents amounts held by a Isasécarity for letters of credit facilities, nofggyable and bank borrowings and, therefore,
are not available for the Group’s use. Changessiricted cash that relate to the purchase of ratenials or sale of goods are classified within
cash flows from operating activities, changes Birieted cash that relate to the purchase of fassts are classified within cash flows from
investing activities and changes in restricted ¢hahrelate to bank borrowings are classified imittash flows from financing activities. The
restriction on cash is expected to be releasedmiitle next twelve months.

Accounts and Notes Receivak

Accounts and notes receivable are recognized amiédat original invoiced amounts less an alloweafar potential uncollectible amounts. An
allowance for doubtful accounts is recorded inghdaod in which collection is determined to be paibable based on historical experience,
account balance aging, prevailing economic conultiand an assessment of specific evidence indicatabled collection. A receivable is
written off after all collection efforts have cedse

Debt Issuance Cost

Debt issuance costs represent the incurred caststigh attributable to the issuance of the contatbonds. These costs are deferred and
amortized ratably using the effective interest mdtfirom the debt issuance date over the life ottherertible bonds. Upon the conversion of
the bonds, the related debt issuance costs wikbéted to shareholders’ equity.

Arrangement Fee:

Arrangement fees represent the incurred coststbjiraitributable to the bank borrowings. These €@se deferred and amortized using the
effective interest method over the term of the blaokowings.
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HANWHA SOLARONE CO,, LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AS OF DECEMBER 31, 2012 AND 2013 AND
FOR EACH OF THE THREE YEARS ENDED DECEMBER 31, 202012 AND 2013

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT 'D)

Inventories

Inventories are stated at the lower of cost or etavklue. Cost is determined by the weighted-averagthod. Raw material cost is based on
purchase costs while work-in-progress and finish@alds comprise direct materials, direct labor andlbcation of manufacturing overhead
costs.

Fixed Assets

Fixed assets are stated at cost and are depreugitegithe straight-line method over the estimaigzful lives of the assets as follows:

Buildings 20 years

Plant and machinetr 10 years

Furniture, fixtures and office equipme 5 years

Computer softwar 5 years

Motor vehicles 5 years

Leasehold improvemen Over the shorter of the lease term or their estohateful live:

Repair and maintenance costs are charged to expameseincurred, whereas the cost of renewals atidrbgents that extend the useful life of
fixed assets are capitalized as additions to tla¢e assets. Retirement, sale and disposal dofseaserecorded by removing the cost and
accumulated depreciation with any resulting gaitoes reflected in the consolidated statement®wofprehensive income.

Cost incurred in constructing new facilities, irdilug progress payments, interest and other cost$ng to the construction are capitalized and
transferred to fixed assets upon completion andedétion commences when the asset is availabligsfortended use.

Interest costs are capitalized if they are incuthedng the acquisition, construction or productidgra qualifying asset and such costs could
have been avoided if expenditures for the assets hat been made. Capitalization of interest costsmences when the activities to prepare
the asset are in progress and expenditures anoMdog costs are being incurred. Interest costsapétalized until the assets are ready for thei
intended use. Total interest costs incurred du@idiyl, 2012 and 2013 were RMB 230,093,000, RMB3/&)#® and RMB328,962,000
(US$54,340,651) and interest capitalized duringl2@D12 and 2013 amounted to RMB59,034,000, RMB3B,@0 and RMB5,142,000
(US$849,398), respectively.

Land use rights

Land use rights represent amounts paid for the tighse land in the PRC and are recorded at psecbast less accumulated amortization.
Amortization is provided on a straight-line basigiothe lives of the land use rights agreementi;iwhave terms of tenure and weighted-
average amortization period of 50 years.

Goodwill

Gooduwill represents the excess of the purchase prier the amounts assigned to the fair valueeftsets acquired and the liabilities asst
of the acquired business.
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HANWHA SOLARONE CO,, LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AS OF DECEMBER 31, 2012 AND 2013 AND
FOR EACH OF THE THREE YEARS ENDED DECEMBER 31, 202012 AND 2013

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT ’'D)
Goodwill (Cont'd)

Goodwill is reviewed at least annually at Deceniiefor impairment, or earlier if there is an indioa of impairment, in accordance with A
350,Goodwill and Other Intangible Asset$he Group assigns and assesses goodwill for rmpat at the reporting unit level.

The performance of the impairment test involves@$tep process. The first step of the impairmesitinvolves comparing the fair value of
the reporting unit with its carrying amount, indlag goodwill. Fair value is primarily determined bymputing the future discounted cash
flows expected to be generated by the reporting lfrthe reporting unit’s carrying value exceetisfair value, goodwill may be impaired. If
this occurs, the Group performs the second stéipeojoodwill impairment test to determine the ant@inmpairment loss.

The fair value of the reporting unit is allocatedts assets and liabilities in a manner similaa fwurchase price allocation in order to determin
the implied fair value of the reporting unit's gawtl. If the implied goodwill fair value is less ém its carrying value, the difference is
recognized an impairment loss.

In accordance with ASC 350, the Group assignedasedssed goodwill for impairment at the reportinig level. A reporting unit is an
operating segment or one level below the operataggnent. The Group has determined that goodwalhig allocable to one of our reporting
units, SolarOne Technology. As of December 31, 2614 Group performed impairment tests on goodwidl two-step process. The Group
determined the fair value of the reporting unihgsihe income approach based on the discounteatdpiture cash flows associated with the
reporting unit. The discounted cash flows for thparting unit were based on five-year projecti@eash flow projections were based on past
experience, actual operating results and managé&imdt estimates about future developments, dsawelertain market assumptions. Cash
flow after the fifth year were estimated using rarti@al value calculation, which considered termivallue growth rate at 3%, considering long-
term revenue growth rates for entities in the r@hyndustries in the PRC. The discount rate of@gmately 16% was used in the valuations
which reflect the market assessment of the risksifip to the Group’s industry and is based onwiegghted-average cost of capital for that
particular reporting unit.

The Group recognized an impairment loss of RMB138,J00 for the entire goodwill as of December 311,12

Impairment of Lon¢-Lived Assets

The Group evaluates its long-lived assets or agseips, including land use rights with finite livésr impairment whenever events or changes
in circumstances (such as a significant adversegshto market conditions that will impact the f@wse of the assets) indicate that the car
amount of a group of long-lived assets may notdoeverable. When these events occur, the Groupateal for impairment by comparing the
carrying amount of the assets to the future undistam net cash flows expected to result from tleeaishe assets and their eventual
disposition. If the sum of the expected undiscodigsh flows is less than the carrying amount efassets, the Group would recognize an
impairment loss based on the excess of the cargimgunt of the asset group over its fair value.

During the years ended December 31, 2011, 2012@18, the significant decline in the market pri€&®oPV products provided indication
that the carrying value of its long-lived assats]uding fixed assets and land use
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT ’'D)
Impairment of Lon¢-Lived Assets (Cont’d)

rights, may not be recoverable. As of Decembei281,1, 2012 and 2013, based on the impairment assasperformed, the Company
concluded the carrying amount of the long-liveceésss recoverable, and no impairment loss is neiced.

Fair Value of Financial Instruments

Financial instruments include cash and cash equivs) restricted cash, accounts and notes receijvatbler receivables, accounts and notes
payable, short-term bank borrowings, amounts diieoto related parties, long-term bank borrowingsg-term notes, convertible bonds and
derivative contracts. The carrying amounts of tHfesmncial instruments other than long-term bank®eings, long term notes and convertible
bonds approximate their fair values due to thetsteom maturity of these instruments. The carnangount of the long-term bank borrowings
and long-term notes also approximate their faingaince they bear floating interest rates whighraamate market interest rates.

The conversion option was bifurcated from the cotilvie bonds at its fair value and the residualieallocated to the convertible bonds was
accreted to the redemption amount using the efedtiterest method. The Group determined the finesof the conversion option using
binomial model with the assistance of an indepentierd-party valuation firm.

As of December 31, 2012 and 2013, the fair valukaarying value of the convertible bonds is atofes:

As of December 31

Note 2012 2013 2013

- (RMB’000' (RMB'000° (US$000;
Fair value * 486,76 565,67. 93,44
Carrying value 31 368,59( 470,35 77,69

* The fair value of the convertible bonds is det&raa using binomial model with reference to maduadte on the trade price of the
convertible bonds as of December 31, 2012 and 2

Financial Instruments — Foreign Currency Derivativ€ontracts, Commaodity Contracts and Interest Rategp Contract

The Group’s primary objective for holding foreigarcency derivative contracts, commodity derivatbemtracts and interest rate swap contrac
is to manage its foreign currency risks principalfising from sales contracts denominated in EarmsJapanese Yen, the stability of the
purchase price for silver and aluminum (which are kinds of raw materials required in the produttid PV products), and the interest rate
risk for the long-term bank borrowings. The Groepards these derivative instruments as currentsagseurrent liabilities, measured at fair
value.

During the years ended December 31, 2011, 2012@h8, the Group entered into cross-currency exchaatg agreements to receive RMB
and sell other currencies, commodity agreemenpsitchase silver and aluminum,
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Financial Instruments — Foreign Currency Derivativ€ontracts, Commodity Contracts and Interest Rateap Contract (Cont'd)

and an interest rate swap agreement to pay fixedest rate rather than floating rate. Changekerfair value of these derivative instruments
are recognized in the consolidated statementsropoehensive income. These derivative instrumemsat designated and do not qualify as
hedges and are adjusted to fair value through ruearnings. As of December 31, 2013, the Groupdustanding cross-currency exchange
rate contracts with notional amounts of Euro15,000,(2012: Euro44,000,000), US$120,415,000 (202$46,250,000) and
JPY4,277,500,000 (2012: Nil), and an interest satap contract with notional amount of US$50,000,1L2: US$50,000,000). In addition,
the Group had outstanding commaodity contracts witfuantity of 140,000 ounces of silver as of Decen®i, 2012. The Group estimates the
fair value of its foreign currency, commodity amderest rate swap derivatives using a pricing mbdseed on market observable inputs.

Revenue Recoghnitio

The Groups primary business activity is to produce and B¥limodules. The Group periodically, upon specigliest from customers, sells
cells and silicon ingots. The Group records revamleged to the sale of PV modules, PV cells alicosi ingots when the criteria of ASC 605-
10, Revenue Recognition: Overake met. These criteria include all of the follogipersuasive evidence of an arrangement exidispdehas
occurred; the sales price is fixed or determinade collectability is reasonably assured.

More specifically, the Group’s sales arrangemergsaidenced by framework sales agreements ang/mdividual sales agreements for each
transaction. The shipping terms of the Group’sssateangements are generally “Cost, Insurance egigt’ (“CIF”) and “Free on

Board” (“FOB”) shipping point whereby the custontakes title and assumes the risks and rewards nésliip of the products upon delivery
to the shipper. The customer bears all costs a#d af loss or damage to the goods from that pbintler some sales arrangements, the Grou
requires its customers to prepay prior to shipmémé Company performs ongoing credit assessmesdalf customer, including reviewing the
customer’s latest financial information and histatipayment record and performing necessary digedite to determine acceptable credit
terms. In instances where longer credit terms eaptgd to certain customers, the timing of revameegnition was not impacted as the
Company has historically been able to collect urtideroriginal payment terms without making conaassi Other than warranty obligations,
the Group does not have any commitments or obtigatio deliver additional products or serviceh®dustomers. Based on the above, the
Group records revenue related to product sales delivery of the product to the shipper, assumithgther revenue recognition criteria are
met.

Payments received from customers for shipping amtling costs are included in net revenues. Shipaid handling costs relating to sales
and purchases are included in selling expenses@stdf revenue, respectively.

The Group entered into a processing service arraageto process PV cells into PV modules. Fordbivice arrangement, the Group
“purchases” PV cells from the customer and conteapeously agrees to “sell” a specified quantityPfmodules back to the same customer
The quantity of PV modules sold back to the custsmeder these processing arrangements is cortsigitbrthe amount of PV cells purchas
from the customer based on current production amnwe rates. In accordance with ASC 845-A6¢counting for Purchases and Sales of
Inventory with the Same Counterpaithe Group records the amount of revenue on these
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Revenue Recoghnition (Co'd)

processing transactions based on the amount recfv®V modules sold less the amount paid forRkecells purchased from the customer.
These sales are subject to all of the above-naottstia relating to revenue recognition.

The Company recognizes revenue related to long-$etar systems integration services on the pergerté&completion method. The
Company estimates its revenues by using the cestgdbmethod, whereby it derives a ratio by commatihe costs incurred to date to the total
costs expected to be incurred on the project. Tdragany applies the ratio computed in the cost-&i-analysis to the contract price to
determine the estimated revenues earned in eaiddpArcontract may be regarded as substantialiygieted if remaining costs are not
significant in amount. When the Company determthastotal estimated costs will exceed total rewsnunder a contract, it records a loss
accordingly. Unbilled amounts are included in tbasolidated balance sheets as “unbilled solar systetegration revenue”.

Revenue is recognized net of all value-added tampesed by governmental authorities and collecteshfcustomers concurrent with revenue-
producing transactions. The Group does not off@lisit or explicit rights of return, regardlesswhether goods were shipped to the
distributors or shipped directly to the end uséngothan due to product defect.

Cost of Revenue

Cost of revenue includes direct and indirect préidaccosts.

Research and Development Co

Research and development costs are expensed a®adcu

Advertising Expenditure:

Advertising costs are expensed when incurred amihatuded in “selling expenses.” Advertising expemnwere RMB13,087,000,
RMB29,255,000 and RMB7,902,000 (US$1,305,317)lerytears ended December 31, 2011, 2012 and 2G&atévely.

Warranty Cost

The Group primarily provides standard warranty cage on PV modules sold to customers. Before 20&2standard warranty provides for a
2 to 5-year warranty against technical defectf)-gdar warranty against a decline from initial poweneration capacity of more than 10% anc
a 20 to 25-year warranty against a decline fromainpower generation capacity of more than 20%n#danuary 1, 2012, the standard
warranty provides a 12-year warranty against taxdimefects, and a 25-year linear warranty, whigargntees: 1) no less than 97% of the
nominal power generation capacity for multicrystealPV modules and 96% of the nominal power germ@raiapacity for monocrystalline PV
modules in the first year, 2) an annual output dégtion of no more than 0.7% thereafter, and 3hbyend of the 25th year, the actual power
output shall be no less than 82% of initial powengyation capacity.
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Warranty Cost (Cont'd)

The estimate of the amount of warranty obligat®primarily based on the following consideratiohsthe results of technical analyses,
including simulation tests performed on the produost an industryecognized external certification body as wellrgerinally developed testil
procedures conducted by the Company’s engineeggg,t2) the Company’s historical warranty claimgegience, 3) the warranty accrual
practices of other companies in the industry thatlpce PV products that are comparable in engingelésign, raw material input and
functionality to the products, and which sell protduto a similar class of customers, and 4) theebqul failure rate and future costs to service
failed products. The results of the technical asedysupport the future operational efficiency ef vV modules at levels significantly above the
minimum guaranteed levels over the respective warnaeriods. The estimate of warranty costs arecééfl by the estimated and actual pro
failure rates, the costs to repair or replace daileoducts and potential service and delivery ciostsrred in correcting a product failure. Based
on the above considerations and managemaiility and intention to provide repairs, replaeats or refunds for defective products, the G
accrues for warranty costs for the 2 to 12-yearavey against technical defects based on 1% ofwevéor PV modules. No warranty cost
accrual has been recorded for the 10-year or 284gear warranties for decline from initial powengration capacity because the Group
determined the likelihood of claims arising froneske warranties to be remote based on internabderchal testing of the PV modules and
strong quality control procedures in the producpoocess. The basis for the warranty accrual wilidviewed periodically based on actual
experience. The Group does not sell extended wigrcaverage that is separately priced or optional.

Government Grants

Government grants received by the Company conkistrestricted grants and subsidies. The amousticii government grants are determi
solely at the discretion of the relevant governnaarhorities and there is no assurance that thapg3rdll continue to receive these governmen
grants in the future. Government grants are re@aghivhen all the conditions attached to the graate been met and the grants are received
For the government grants that is of a non-opegatature and with no further conditions to be rtted,amounts are recorded as a non-
operating income by offsetting to its operatingenges when received; whereas for the governmentsgnath certain operating conditions,
amounts are recorded as liabilities when receivebivéll be recorded as an operating income wherctimelitions are met.

During the years ended December 31, 2011, 2012a18, the Group recorded RMB14,437,000, RMB25,910 #nd RMB3,870,000
(US$639,278), respectively, of government subsidéean offset to its operating expenses, becaese tflovernment grants were received due
to the reason that the Group qualifies as a “highreew technology enterprise” in Jiangsu Provimcéaé PRC. During the years ended
December 31, 2011, 2012 and 2013, the Group regt@idenil and RMB5,000,000 (US$825,941), respeddiiyas reimbursement for interest
expense incurred for imported equipment, whichracerded as other income. The government grantsded in operating expense or other
income are not subject to adjustment and do nag hay restrictions as to the use of funds.

As of December 31, 2012 and 2013, the Group redoRMB50,000,000 and RMB50,000,000 (US$8,259,4¥4pectively, of government
grants received as long-term payable because thepGras not fulfilled the conditions required bg dovernment.
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2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT 'D)

Accounting for Income Taxes and Uncertain Tax Pasis

The Group accounts for income taxes in accordariteABC 740,Accounting for Income Taxddnder this method, deferred tax assets and
liabilities are determined based on the differdpesveen the financial reporting and tax bases sdtasand liabilities using enacted tax rates

that will be in effect in the period in which théfdrences are expected to reverse. The Group deawaluation allowance to offset deferred

tax assets if, based on the weight of availabldenge, it is more-likely-than-not that some portionall, of the deferred tax assets will not be
realized. The effect on deferred taxes of a chamggx rates is recognized in income in the petiat includes the enactment date.

The Group applies ASC 740-1Ac¢counting for Uncertainty in Income Taxesyich clarifies the accounting for uncertainty mcome taxes by
prescribing the recognition threshold a tax positrequired to meet before being recognized éfithancial statements. The Group has
elected to classify interest and/or penalties eelab an uncertain position, if and when requiesdpart of “other operating expenses” in the
consolidated statements of comprehensive income.

Value-Added Tax (“VAT")

In accordance with the relevant tax laws in the PRET is levied on the invoiced value of sales éngayable by the purchaser. The Group is
required to remit the VAT it collects to the taxtlaarity, but may deduct the VAT it has paid on #dig purchases. To the extent the Group |
more than collected, the difference representd & A& recoverable balance at the balance sheet date

Leases

Leases are classified at the inception date asreitisapital lease or an operating lease. Foresek, a lease is a capital lease if any of the
following conditions exist: a) ownership is transéal to the lessee by the end of the lease tertinglog is a bargain purchase option; c) the
lease term is at least 75% of the property’s esétheemaining economic life; or d) the present galfithe minimum lease payments at the
beginning of the lease term is 90% or more of #ievalue of the leased property to the lessonairception date. A capital lease is accounte
for as if there was an acquisition of an assetamithcurrence of an obligation at the inceptiothef lease. All other leases are accounted for a
operating leases wherein rental payments are eggensa straight-line basis over the periods df tiespective leases. Rental expenses were
RMB10,270,000, RMB12,787,000 and RMB10,042,000 (LU6%8,820) for the years ended December 31, 2@1Y and 2013, respectively.
The Group had no capital leases during any of énemgs stated herein.

Net Loss Per Shar

Net loss per share is calculated in accordance At 26(-10, Earnings Per ShareBasic loss per ordinary share is computed by digdoss
attributable to holders of ordinary shares by tleéghted-average number of ordinary shares outsigritliring the period. Diluted loss per
ordinary share reflects the potential dilution tbatild occur if securities or other contracts suesordinary shares were exercised or converte
into ordinary shares. Ordinary shares issuable tip@iconversion of convertible bonds are inclugethe computation of diluted loss per
ordinary share on an “if-converted” basis, whenithpact is dilutive. Dilutive ordinary
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equivalent shares consist of ordinary shares issugion the exercise of outstanding share optiadsestricted stock units. Ordinary share
equivalents are excluded from the computation loftell loss per share if their effects would be-diititive.

Stock Compensatio

Stock awards granted to employees and non-empl@reesccounted for under ASC 718-8bare-Based Paymeratnd ASC 505-50,
Accounting for Equity Instruments That Are Issue@®ther Than Employees for Acquiring, or in Conjimt with Selling, Goods or Service
respectively.

In accordance with ASC 718-10, all grants of stogottons to employees are recognized in the findistédements based on their grant-date fa
values. The Group has elected to recognize compensxpense using the straight-line method fosh#ire options granted with service
conditions that have a graded vesting schedule.

ASC 718-10 requires forfeitures to be estimatetti@time of grant and revised, if necessary, irseghent periods if actual forfeitures differ
from initial estimates. Share-based compensatipem®se was recorded net of estimated forfeiturels that expense was recorded only for
those share-based awards that are expected to vest.

Recent Accounting Pronouncemen

In March 2013, the Financial Accounting Standardarf8 (“FASB”) issued Accounting Standards UpdafeSt”) No. 2013-05 (“ASU 2013-
05"), Parent’s Accounting for the Cumulative Traiign Adjustment upon Derecognition of Certain Sdiasies or Groups of Assets within a
Foreign Entity or of an Investment in a Foreignigmivhich specifies that a cumulative translataajustment (“CTA”) should be released into
earnings when an entity ceases to have a congydlhiancial interest in a subsidiary or group c$ets within a consolidated foreign entity and
the sale or transfer results in the complete ostauttially complete liquidation of the foreign éntiFor sales of an equity method investment
that is a foreign entity, a pro rata portion of Ca#ributable to the investment would be recognireglarnings when the investment is sold.
When an entity sells either a part or all of itsdstment in a consolidated foreign entity, CTA veblné recognized in earnings only if the sale
results in the parent no longer having a contrglfinancial interest in the foreign entity. In atioin, CTA should be recognized in earnings in ¢
business combination achieved in stages. For pahlities, ASU 2013-05 is effective for reportingripds beginning after December 15, 2013
with early adoption permitted. The Company will p&SU 2013-05 on January 1, 2014 and does nototxipe adoption to have a material
impact on its consolidated financial statements.

In July 2013, the FASB issued ASU No. 2013-11, mecdTaxes (Topic 740) (*ASU 2013-11") to provideigance on the financial statement
presentation of an unrecognized tax benefit wheataperating loss carryforward, similar tax lasstax credit carryforward exists. ASU 2013
11 requires an unrecognized tax benefit, or a @orif an unrecognized tax benefit, to be preseintélae financial statements as a reduction
deferred tax asset for a net operating loss caml, a similar tax loss, or a tax credit carryfard, with certain exceptions. The
modifications to ASC Topic 740 resulting from tlssuance of ASU 2013-11 are effective for fiscalrydreginning after December 15, 2013
and interim periods within those years. Early atopis permitted. The Company will adopt ASU 201BkHeginning January 1, 2014 and does
not expect the adoption to have a material impadtsoconsolidated financial statements and disckss
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Concentration of Risks
Concentration of credit risk

Assets that potentially subject the Group to sigaift concentration of credit risk are primarilyshaand cash equivalents, accounts receivable
advance to suppliers and long-term prepayments.

The Group has RMB1,210,529,000 (US$199,965,146ash and bank deposits in the PRC, which consttobeit 97% of total cash and cash
equivalents. Historically, deposits in Chinese Isaate secured due to the state policy on protediépgsitors’ interests. However, China
promulgated a new Bankruptcy Law in August 2006 daane into effect on June 1, 2007, which contaiseparate article expressly stating
that the State Council promulgates implementatieasares for the bankruptcy of Chinese banks bas#¢iieoBankruptcy Law when necess
Under the new Bankruptcy Law, a Chinese bank caimtgdoankruptcy. In addition, since China’s corsies to the World Trade Organization
(“WTQ"), foreign banks have been gradually pernditte operate in China which has led to increasedpsaition for Chinese banks. Further,
the global financial crisis arising in the thirdagter of 2008 has increase the risk of bank bankyup the PRC. In the event of bankruptcy,
uncertain whether the Group will be able to recéiseleposits back in full since it is unlikelylte classified as a secured creditor based on
PRC laws. The Group mitigates its risk of loss bgittuing to monitor the financial strength of fireancial institutions in which it makes
deposits.

Advances to suppliers and long-term prepaymentsyaieally unsecured and arise from deposits paiadvance for future purchases of raw
materials. As a percentage of total advances tplgup, including long-term prepayments, the fiupgliers with largest advance balance
accounted for an aggregate of 79.3% and 74.4%alf ddvance to suppliers balance as of Decembe2@®P, and 2013, respectively. Due to
the Group’s concentration of advances made to iteliimumber of suppliers and the significant prepegts that are made to them, any
negative events or deterioration in financial sgthrwith respect to the Group’s suppliers may causwterial loss to the Group and have a
material adverse effect on the Grosifihancial condition and results of operationstéN®). The risk with respect to advances made pplgrs
is mitigated by credit evaluations that the Groepigrms on its suppliers prior to making any adwsnand the ongoing monitoring of its
suppliers’ performance.

With respect to accounts receivable, the Group eotsdperiodic credit evaluation of its customersdnes not require collateral or other
security from its customers.

Concentration of customers

The Group currently sells a substantial portioitoPV products to a limited number of customers.a®percentage of revenues, the top five
customers accounted for an aggregate of 45.0%%2ar&l 53.5% for the years ended December 31, 201P, and 2013, respectively. The
loss of sales from any of these customers woul@ laasignificant negative impact on the Group’s hess. Sales to customers are mostly mad
through non-exclusive, short-term arrangements. touke Group’s dependence on a limited numbeusfamers, any negative events with
respect to the Group’s customers may cause mafieicthations or declines in the Group’s revenud have a material adverse effect on the
Group’s financial condition and results of operasio
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Concentration of Risks (Cont'd)

Concentration of suppliers

A significant portion of the Group’s raw material®e sourced from its five largest silicon matesigbpliers who collectively accounted for an
aggregate of 40.6%, 72.4% and 76.7% of the Graigpes silicon material purchases for the years dridecember 31, 2011, 2012 and 2013,
respectively. Failure to develop or maintain relaships with these suppliers may cause the Grobp tmable to source adequate raw
materials needed to manufacture its PV producty.disruption in the supply of raw materials to Beup may adversely affect the Group’s
business, financial condition and results of openst

3. ACCOUNTS AND NOTES RECEIVABLE

The Group’s accounts receivable is net of the alowe for doubtful accounts. The allowance for diullaiccounts activity is as follows:

As of December 31

2012 2013 2013
(RMB’000' (RMB’000! (US$ 000!
Beginning balanc 1,46: 89,08t 14,71¢
Provision for doubtful dek 87,62¢ 28,56: 4,71¢
Ending balanc: 89,08¢ 117,65( 19,43

Notes receivable represents bank drafts that ar-interest bearing and due within six months. Sumhkidrafts have been arranged with third-
party financial institutions by certain customersettle their purchases from the Company. The/iceramount of notes receivable
approximates fair value.

4. INVENTORIES
Inventories consist of the following:

As of December 31

2012 2013 2013
(RMB’000, (RMB'000, (US¥ 000)
Raw materials 187,39. 276,54 45,68:
Work-in-progres: 26,80( 68,85 11,37:
Finished good 624,53! 406,89¢ 67,21¢
838,72 752,29: 124,27(

As of December 31, 2012 and 2013, raw materiaRMB10,989,000 and nil, respectively, of the Growgrevheld in custody by other parties
for processing. The writdewn of inventories amounted to RMB583,097,000, RI& 051,000 and RMB113,236,000 (US$18,705,255)ke
years ended December 31, 2011,2012 and 2013, tiesghec
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5.  ADVANCE TO SUPPLIERS AND LONG -TERM PREPAYMENTS

Advance to suppliers and long-term prepaymentssgt interest-free cash deposits paid to supgbefsiture purchases of raw materials.
These deposits are required in order to securdysoppilicon due to limited availability.

The multi-year supply agreements entered into betvitkee Group and its suppliers typically state mimin quantities with associated pricing
set for the annual periods under the agreemenisdeitveries to be made over a general timeframigest to change based on the Group’s
purchasing needs and/or the suppliers’ productatifify.

The risk of loss arising from non-performance byankruptcy of the suppliers is assessed priorakimg the deposits and credit quality of the
suppliers is continually assessed. If there isratetgtion in the creditworthiness of the suppligh® Group may seek to recover the advances
from the suppliers and will provide for losses aiwvances in cost of revenue where the Group belitesuppliers will be unable to fulfill the
supply obligations. In such cases, a charge toafagtvenue will be recorded in the period in whicloss is determined to be probable and the
amount can be reasonably estimated. The Groupebasded charges to cost of revenue amounting to BWF 42,000, RMB170,012,000 and
RMB15,565,000(US$2,571,155), for the years endeceBer 31, 2011, 2012 and 2013, respectively,fiectehe probable loss arising from
the suppliers’ failure to perform under the contisac

In circumstances where a supplier is in contraae&ult and the Group has termination rights tequire repayment of its remaining deposit
and the Group has asserted such rights, the advaneeeclassified to other current assets indhsalidated balance sheets. Similarly, the
Group reclassifies advances to other current a@iSets 6) when legal proceedings have commencedaihthe Group is claiming a breach of
contract and is seeking monetary recovery of thearging deposit. A provision for loss is recognizeaperating expenses in the period in
which the loss on such assets is determined tadimple and the amount can be reasonably estimated.

6. OTHER CURRENT ASSETS-NET

Other current assets consist of the following:

As of December 31
2012 2013 2013

(RMB’000! (RMB'000! (US$ 000!

VAT recoverable 162,19! 193,81 32,01¢
Income taxes recoverak 48,26¢ 1,987 32¢
Unbilled solar systems integration revel 60,82: 25,77¢ 4,25¢
Other receivable- net 20,06¢ 33,54« 5,54(
Prepaid expense net 65,43¢ 46,43. 7,67(C
356,78 301,56: 49,81:

VAT recoverable represents the excess of VAT expdrah purchases over the VAT collected from sdlbs amount can be applied against
future VAT collected from customers or may be reumged by the tax authorities under certain circamsts.
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6. OTHER CURRENT ASSETS-NET (CONT'D)

Income taxes recoverable represent the excessahimtaxes paid to tax authority over the curnecine taxes. This amount can be applied
against income taxes in future years or may bebreised by the tax authorities.

Unbilled solar systems integration revenue reprssamounts recognized as revenue for which invdieeg not yet been sent to customers as
of the balance sheet date.

The balance of other receivables as of Decembe2@®12 and 2013 included RMB104,504,000 and RMB1®# @0 (US$17,262,831)
respectively, for an advanced payment to one seippihich was reclassified from advance to suppliersther receivables in 2011 because tht
Group has claimed the counterparty’s breach opalgwcontract and was seeking monetary recovethi@butstanding deposit through legal
methods. A provision of RMB54,456,000 and RMB50,088 were recorded for the years ended Decembe&(d1, and 2012, respectively, as
a result of the Group’s assessment of probable loss

7. FIXED ASSETS-NET
Fixed assets consist of the following:

As of December 31

2012 2013 2013
(RMB’000) (RMB’000) (US$ 000)
Buildings 1,181,04. 1,227,24! 202,72
Plant and machinel 3,787,27. 3,931,23! 649,39:
Furniture, fixtures and office equipme 83,33( 84,40 13,94:
Computer softwar 28,10° 30,71(C 5,07:
Motor vehicles 16,77¢ 15,557 2,571
Leasehold improvemel 562 711 117
5,097,09: 5,289,87 873,82!
Less: Accumulated depreciati (990,48) (1,413,883 (233,559
4,106,60! 3,875,98! 640,26°
Constructiorin-progress 673,26 606,67: 100,21!
4,779,87 4,482,65! 740,48

Depreciation expenses were RMB213,146,000, RMB3860D0 and RMB429,806,000 (US$70,998,893) for tery ended December 31,
2011, 2012 and 2013, respectively.

As of December 31, 2013, buildings with a net beakie of RMB123,844,000 (US$20,457,571), and péentt machinery with a net book
value of RMB323,982,000 (US$53,518,014), were pbedipr short-term bank borrowings of RMB394,671,008%$65,195,005) and long-
term bank borrowings of RMB973,065,000 (US$160,388) (Note 11). As of December 31, 2012, buildingth a net book value of
RMB109,386,000, plant and machinery with a net bemkie of RMB364,783,000 were pledged for shonttéank borrowings of
RMB498,148,000, and long-term bank borrowings of RIy169,480,000 (Note 11).
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8. LAND USE RIGHTS —NET

As of December 31

2012 2013 2013
(RMB’000 (RMB’000, (US$ 000,
Land use right:
Cost 358,58! 300,20° 49,59:
Less: Accumulated amortizatic (23,539 (27,767) (4,586
335,04 272,44 45,00¢

Land use rights represent amounts paid for thegitghuse eleven parcels of land in the PRC wheréSroup’s premises are located.

As of December 31, 2013, land use rights with aboek value of RMB32,681,000 (US$5,398,517) waslgdel for short-term bank
borrowings of RMB195,668,000 (US$32,322,051) (Nhitg As of December 31, 2012, land use rights wittet book value of
RMB56,076,000 was pledged for short-term bank hweimgs of RMB498,148,000 and long-term bank borraysiof RMB540,930,000 (Note
11).

The amortization expense for the years ended Deeefih 2011, 2012 and 2013 was RMB5,495,000, RMBY,@0 and RMB6,268,000
(US$1,035,400), respectively. For each of the fiegtyears, the estimated annual amortization egpaf land use rights is RMB6,167,000
(US$1,018,716).

9. GOODWILL

As of December 31, 2011, the Company assessedrimgrai on its goodwill derived from its acquisitiohSolarOne Technology. As of
December 31, 2011, the Company had determinedthbatarrying value of the reporting unit exceedednplied fair value, estimated using a
discounted cash flow methodology, and an impairrfess of RMB134,735,000 was recorded to impairethiéire goodwill for the year ended
December 31, 2011, which is included in “Impairmehgoodwill” in the consolidated statements of guahensive income (loss).

10. LONG-TERM DEFERRED EXPENSES

As of December 31

2012 2013 2013
(RMB’000! (RMB’000! (US$000;
Convertible bond issuance costs (Note 4,08( 16€ 27
Arrangement fees for lo-term bank borrowing 20,93: 9,11« 1,50¢
Others 18¢ 314 52
25,20( 9,59/ 1,58¢

During the year ended December 31, 2012 and 28&3rrangement fees paid for long-term bank bomrgs/and the issuance costs of
convertible bonds were amortized based on the idaraf the related bank borrowings and convertiiads, using the effective interest rate
method.
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11. BANK BORROWINGS

As of December 31

2012 2013 2013

(RMB’000) (RMB’000) (US¥000)

Total bank borrowing 3,914,68; 3,785,77. 625,36!
Comprised of

Shor-term 1,162,37. 1,105,57! 182,62¢

Long-term, current portiol 467,20 234,12: 38,67

1,629,571 1,339,69 221,30:

Long-term, not-current portior 2,285,101 2,446,07 404,06:

3,914,68: 3,785,77. 625,36!

The short-term bank borrowings outstanding as afeD#er 31, 2012 and 2013 bore an average intetesvi 4.204% and 3.489% per annum

respectively, and were denominated in Renminbildu®1 Dollar. These borrowings were obtained fronaficial institutions and have terms of
one month to one year.

The long-term bank borrowings outstanding as ofddgmer 31, 2012 and 2013 bore an average intetestfrd.245% and 3.538% per annum,

respectively, and were denominated in Renminbildu®&i Dollar. These borrowings were obtained fronaficial institutions and will mature
serially during 2014 to 2016.

As of December 31, 2013, the Group breached otleedfank covenants on its lobtgrm borrowing agreements with KDB Asia Limited t{he
lead lenders in the agreement) with outstandingowangs of RMB1,097,442,000 (US$181,284,504).

In March 2014, the Group obtained a waiver lettenf KDB Asia Limited as a remedy for the breachhaf loan covenant as of December 31,
2013 and it is probable that the Group will be d@bleure the default at measurement dates thatittian the next 12 months ending
December 31, 2014. Accordingly, RMB1,097,442,008$81,284,504) under the bank borrowing agreenvetiisK DB Asia Limited
continued to be classified as non-current as oeDer 31, 2013.

The current and non-current portions of long-teankbborrowings as of December 31, 2013 will be iduastallments between the periods of
January 1, 2014 to December 31, 2014, and Jany2Q15 to September 30, 2016, respectively.

As of December 31, 2012 and 2013, unused loanitfasifor short-term and long-term borrowings amtedrnto RMB1,191,722,000 and
RMB4,016,333,000 (US$663,450,947), respectively.
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11. BANK BORROWINGS (CONT'D)

Bank borrowings as of December 31, 2012 and 2018 secured/guaranteed by the following:
December 31, 2012

Amount
(RMB’000)
1,131,399
1,003,78.
634,77

628,55(
404,30

111,88:
3,914,68.

Secured/guaranteed

Guaranteed by Hanwha Chemical Corporat“Hanwha Chemic”)

Guaranteed by the Company and other subsidiariggedsrour

Jointly guaranteed by (i) the Company and othesislidiries of the Group, and (ii) the Group’s builgls and land use rights with
net book value of RMB53,127,000 and RMB22,660,068pectively (Notes 7 and

Guaranteed by the Grad's plant and machinery with net book value of RMB388,000 (Notes 7

Jointly guaranteed by (i) the Company, and (ii) @reup’s buildings and land use rights with netlbwalue of RMB56,259,000
and RMB33,416,000, respectively (Notes 7 an

Guaranteed by letters of credit for lenders issmeBank of Shanghai Nanjing Branch, which was vdlas US$20,000,0C

December 31, 2013

Amount
(RMB’000)
1,707,13.
649,93!
609,69(
562,37¢

195,66¢

60,96¢
3,785,77.

Secured/guaranteed

Guaranteed by Hanwha Chemical Corporat“Hanwha Chemic”)

Guaranteed by the Company and other subsidiaridgedbrour

Guaranteed by the Grad's plant and machinery with net book value of RMB3882,000 (US$53,518,014) (Note

Jointly guaranteed by (i) the Company and othesislidiries of the Group, and (ii) the Group’s builgs with net book value of
RMB67,882,000 (US$11,213,308) (Note

Jointly guaranteed by (i) the Company and othesislidiries of the Group, and (ii) the Group’s builgls and land use rights with
net book value of RMB55,962,000 (US$9,244,264) RMB32,681,000 (US$5,398,517), respectively (Notesid 8)

Guaranteed by restricted deposit held by Bank éfi&€idong Branch, which was valued as US$10,0@

As of December 31, 2013, the maturities of theag+term bank borrowings were as follows:

December 31

2013 2013
(RMB’000) (US$ 000)
Within 1 year 234,12: 38,67
Between 1 and 2 yea 1,573,001 259,84
873,07t 144,22

Between 2 and 3 yea
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12. ACCRUED EXPENSES AND OTHER LIABILITIES
The components of accrued expenses and otheitiedbére as follows:

As of December 31

2012 2013 2013
(RMB'000 (RMB’000 (US$ 000,
Accrued warranty costs (Note 1 177,86! 181,40t 29,96¢
Accrued wages and other employee wel 81,51« 68,32¢ 11,28¢
Accrued professional service fe 26,97 31,91 5,27
Accrued sales commissit — 17,89: 2,95¢
Accrued interest expense for bank borrowi 14,49¢ 17,43¢ 2,881
Accrued utility expense 9,26: 12,17t 2,011
Interest payable for convertible bor 10,06¢ 9,76¢ 1,61:
Taxes payabl 9,84¢ 8,801 1,45¢
Interest payable for loi-term notes (Note 17 — 3,22¢ 53¢
Accrued freight and export related expe 38,93¢ 2,161 35¢
Share Issuance and Repurchase Agreement with HaBathaHolding:
Co., Ltd. “Hanwha Sol¢") (Note 27) 13 13 2
Other accrued expenses and liabili 31,55¢ 35,62¢ 5,88¢
400,53 388,74 64,21¢

13. ACCRUED WARRANTY COSTS
The Group’s warranty activity is summarized below:

For the year ended December 3.

2012 2013 2013
(RMB’000 (RMB'000 (US$ 000
Beginning balanc 162,13: 177,86 29,38:
Warranty provisior 33,10¢ 41,32° 6,82
Warranty reverse (9,959 (12,87%) (2,127
Warranty claims (7,419 (24,919 (4,116
Ending balanc: 177,86! 181,40t 29,96¢

14. CUSTOMER DEPOSITS

Customer deposits represent cash payments rededraccustomers in advance of the delivery of PV mled. These deposits are recognize
revenue when the conditions for revenue recogntienre been met. The customer deposits are nonet&ilm unless the Group fails to fulfill
the terms of the sales contract.

15. NOTES PAYABLE

As of December 31, 2013, notes payable were namest bearing and were secured by RMB152,166,08$25,136,033) of the Group’s
restricted cash. The Group did not pay any comumist the banks to obtain the notes payable fasliiThese notes are due for repayment
over the next six months ending June 30, 2014.
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16. DERIVATIVE CONTRACTS

The Group is exposed to certain risks relatedstbiisiness operations. The risks that the Grougsdeemanage by using derivative instrum
are fluctuations in foreign exchange rates, thelmase price for silver and aluminum and intereststarhe Group recognizes all derivative
instruments as either assets or liabilities at\falue in the consolidated balance sheets (NoteT3) Group’s derivatives are not designated
and do not qualify as hedges and are adjustedrtediae through current earnings.

The following table reflects the location in thensolidated statements of comprehensive incometandrhount of realized and unrealized
gains/(losses) recognized in income for the dekigatontracts not designated as hedging instrunfentke years ended December 31, 2011,
2012 and 2013:

Statement of Year ended December 31
comprehensive income locatiol 2011 2012 2013
(RMB’000, (RMB’000 (RMB’000, (US$ 000,
Foreign exchange derivative contracts ( Changes in fair value of derivativ (50,597 38,83t 41,09¢ 6,78¢
designated as hedging instruments) - contracts
realized
Foreign exchange derivative contracts (not Changes in fair value of derivative 32,31¢ (36,829 34,36¢ 5,67¢
designated as hedging instruments) — contracts
unrealizec
Commodity derivative contracts (not Changes in fair value of derivativ (19,16¢) Q7,777 (13,536 (2,23¢€)
designated as hedging instruments) - contracts
realized
Commodity derivative contracts (not Changes in fair value of derivative (28,55() 24,074 1,80¢ 29¢
designated as hedging instruments) — contracts
unrealizec
Interest rate swap derivative contracts ( Changes in fair value of derivativ — — (1,257 (207)
designated as hedging instruments) - contracts
realized
Interest rate swap derivative contracts (not Changes in fair value of derivative (4,787 (2,982 1,257 20¢
designated as hedging instruments) — contracts
unrealizec
(70,779 5,32¢ 63,73¢ 10,52¢
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16. DERIVATIVE CONTRACTS (CONT 'D)

The following table reflects the fair values of idatives included in the consolidated balance shastof December 31, 2012 and 2013:

Fair value as of December 31
Balance sheet location 2012 2013
(RMB’'000 (RMB’000 (Us¢000;

Derivative assets (not designated as hedginc

instruments)
Foreign exchange derivative contracts Current assets:
Derivative contract — 26,63: 4,39¢
Derivative liabilities (not designated as hedgi
instruments)
Foreign exchange derivative contracts Current liabilities:
Derivative contract 7,732 — —
Commaodity derivative contracts Current liabilities:
Derivative contract 1,80¢ — —
Interest rate swap derivative contracts Current liabilities:
Derivative contract 7,77( 6,51¢ 1,07¢
17,31: 6,51% 1,07¢

17. LONG-TERM NOTES

On January 16, 2013, SolarOne HK completed itsaissa of three-year-period notes of US$100,000,m B3 Notes”). The 2013 Notes bear
interests at a floating rate indexed to three-mamBOR plus a margin of 2.23% per annum. Intereséspayable on a quarterly basis from
January 15, 2013 to January 15, 2016. The 2013sNuatemature on January 15, 2016 and repayabhiks arincipal amount plus accrued and
unpaid interest thereon.

The net proceeds from the issuance, after deducffegng expenses, were US$99,700,000, which anmegoused by the Group for general
working capital purposes. All the payments on tléed are guaranteed by Hanwha Chemical (“Guargntioraddition, the notes are
unsecured and rank lower than any secured obligafithe group and have the same liquidation gyi@$ any other unsecured liabilities of
Group, but senior to those expressly subordinaldidations, if any. SolarOne HK may redeem the 2Bb8es upon certain taxation reasons a
a price equal to 100% of the principal amount ef 2013 Notes plus accrued and unpaid interestaghete addition, SolarOne HK may, at its
discretion, redeem all or any portion of the 20X8d$ in the market at any time at the then prengitnarket price. As of December 31, 2013,
SolarOne HK does not intend to redeem any portfdheNotes prior to the stated maturity date.

The Notes were issued at par. Direct debt issuensts of RMB1,882,000 (US$310,884) are deferredaendrtized over the life of the 2013
Notes using the effective interest rate mett
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18. ISSUANCE OF ORDINARY SHARES FROM EQUITY OFFERING

In November and December 2013, the Company issib,000 ADSs in a public offering, representint3n,000 of the Company’s ordinary
shares. Total proceeds from this equity offeringengS$4,403,000 (approximately RMB26,944,000), biol US$3,671,000 (approximately
RMB22,482,000) was received as of December 31, 20&Bproceeds received as of December 31, 2013A882,493,000 (approximately
RMB15,293,000) after deduction of related issuatusts

19. ACCUMULATED OTHER COMPREHENSIVE LOSS
The movement of accumulated other comprehensigeidoss follows:

Foreign currency
translation adjustment

(RMB’000)
Balance as of December 31, 2( 1,21¢
Other comprehensive lo 811
Balance as of December 31, 2( 2,03(
Balance as of December 31, 2013, in 000 33t

The accumulated other comprehensive loss as ofriteee31, 2012 represented the foreign currenclaition adjustment generated in the
year ended December 31, 20

20. SHARE-BASED COMPENSATION PLANS

In November 2006, the Company adopted a stock migttbeme (the “2006 Option Plan”) which allows @@mpany to offer a variety of
incentive awards to employees, directors and ctanstisl of the Company (the “2006 Option Plan Paoéints”). Under the 2006 Option Plan,
the Company may issue options to the 2006 Optian Phrticipants to purchase not more than 10,78%68nary shares. All options granted
under the 2006 Option Plan will expire on Novem®@r2016 and generally vest over 3 to 5 years.

On August 22, 2007, the Company’s Board of Directwproved the 2007 Equity Incentive Plan (the 2B@entive Plan”). The 2007
Incentive Plan permits the grant of Incentive St@gkions, Non-statutory Stock Options, Restrictamtk, Stock Appreciation Rights,
Restricted Stock Units, Performance Units, PerforeeaShares, and other stock-based awards to enaglogieectors and consultants of the
Group (the “Participants”). Under the 2007 Inceat®lan, the Company may issue up to 10,799,68bangishares plus an annual increase of
2% of the outstanding ordinary shares on the diast of the fiscal year, or such lesser amount afeshas determined by the Board of Direct
The 2007 Incentive Plan will expire on August 2Q12.

By a resolution of the Board of Directors on NovemnB0, 2007, 59,994 Restricted Stock Units (“RSWes)e granted to the Company’s
existing three independent directors. As of Decamlie 2009, the 59,994 RSUs have vested. By raeokibf the Board of Directors in 2007
and 2013, 7,500 RSUs were authorized to be graatedch of the independent directors annually f2@®8 to 2012, and 15,000 RSUs were
authorized to be granted to each of the indepertiestttors annually from January 1, 2013. The 7B8Ws granted on January 1, 2008 to
of the independent directors vest in batches di®@RSUs each year beginning on January 1, 20097 ;B@® RSUs granted respectively on
January 1, 2010, 2011 and 2012 to each of the amimt directors vest in batches of 1,250 RSUs kalflyear beginning on July 1, 2010,
2011 and 2012, respectively. The 15,000 RSUs giasrieJanuary 1, 2013 to each of the independeattdirs vest in batches of 2,500 RSUs
each half year
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20. SHARE-BASED COMPENSATION PLANS (CONT’'D)

beginning on July 1, 2013. During 2011, 2012 antiX?@he Board of Directors also approved grant,887,625, 420,000 and 5,000 RSUs,
respectively, to certain of the Participants. ERSU represents one ADS of the Company, which isleguive ordinary shares.

The following tables summarized the Company’s slogteon activity under 2006 Option Plan and 200aelmtive Plan:

Weighted-
Weighted- Aggregate
average average

Number of exercise remaining intrinsic

options price contractual life value

(US$) (Years) (US$)

Outstanding, January 1, 20 4,186,72! 1.8¢ 5.5¢ —
Forfeited (790,229 1.47

Outstanding, December 31, 20 3,396,50! 1.9t 4.2¢ —

Vested and expected to be vested at December 33, 3,396,50! 1.9t 4.2¢ —

Exercisable at December 31, 2( 3,388,68! 1.74 4.2¢ —

The aggregate intrinsic value in the table abopeasents the total intrinsic value (the aggregdterdnce between the Company’s closing
stock price of US$0.554 per ordinary share as aeD@er 31, 2013 and the exercise price for in-tbeey options) that would have been
received by the option holders if all in-the-morogtions had been exercised on December 31, 2013.

The aggregate fair value of share options thaededtiring 2011, 2012 and 2013 was US$3,161,5948685%62 and US$245,541,
respectively. The weighted-average grant-datevilire of share options granted during 2011 was UE$No share options were granted
during 2012 and 2013.

The aggregate intrinsic value of share options@sed during 2011 was US$60,481. No share optiers wxercised during 2012 and 2013.

The aggregate fair value of the share options audiéihg as of December 31, 2013 measured basedpecteve grant-date fair values was
US$4,366,202 and such amount shall be recognizedrapensation expense using the straight-line ndettith graded vesting based on
service conditions.

As of December 31, 2013, there was US$7,578 ofaagreized share-based compensation cost relatéthte sptions which is expected to be
recognized over a weightenkerage vesting period of 0.5 years after Dece®bge2013. To the extent the actual forfeiture ra@ifferent from
the current estimation, actual share-based compiensalated to these awards may be different ftioenexpectation.
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20. SHARE-BASED COMPENSATION PLANS (CONT’'D)

The following table summarized the Company’s RStiviag under 2007 Incentive Plan:

Aggregate intrinsic
Weighted-average

Number of RSUs grant date fair value value
(USS$) (US$)
Unvested, January 1, 20 666,56! 2.4~ 673,23:
Grantec 65,00( 3.84
Vested (151,499 3.1C 311,19¢
Forfeited (381,50) 1.97
Unvested, December 31, 20 198,56! 3.3¢ 550,02!

The aggregate fair value of vested RSUs for 200122nd 2013 measured based on respective granfailatalues was US$3,583,331,
US$1,105,941 and US$470,145, respectively. Theeagde fair value of the unvested RSUs as of DeceB8he2013 was US$661,221 based
on the quoted market price of the Compamyrdinary shares at the respective grant datessaeh amount shall be recognized as compens
expenses using the straight-line method with gragsting based on service conditions. The weightetage grant-date fair values of RSUs
granted during 2011, 2012 and 2013 were US$6.261UPB and US$3.84, respectively. The total intdnsilue of RSUs vested during 2011,
2012 and 2013 was US$2,533,282, US$241,553 and 11SH33, respectively.

As of December 31, 2013, there was US$389,528 @faagnized share-based compensation cost relaiR8Ws which is expected to be
recognized over a weighted-average vesting pefiddeé® years. To the extent the actual forfeitate iis different from current estimation,
actual share-based compensation related to themelswway be different from the expectation.

For stock options granted before January 1, 20@8fdir value of each share option grant was egtidhen the date of grant using the Black-
Scholes option pricing model. For share optionsig@ after January 1, 2008, the fair value of eawhrd is estimated on the date of grant
using a binomial-lattice option valuation model eThinomial-lattice model considers characteristickir value option pricing that are not
available under the Black-Scholes model. Similah®Black-Scholes model, the binomial-lattice mddkes into account variables such as
volatility, dividend yield, and risk-free interesite. However, in addition, the binomial-lattice sdebconsiders the contractual term of the
option, the probability that the option will be egised prior to the end of its contractual lifedahe probability of termination or retirement of
the option holder in computing the value of theimptFor these reasons, the Company believeshbdiihomial-lattice model provides a fair
value for its share-based compensation plansghabre representative of actual experience andeexpected experience than the value
calculated using the Black-Scholes model.

F-32



Table of Contents

HANWHA SOLARONE CO,, LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AS OF DECEMBER 31, 2012 AND 2013 AND
FOR EACH OF THE THREE YEARS ENDED DECEMBER 31, 202012 AND 2013

20. SHARE-BASED COMPENSATION PLANS (CONT’'D)

The Company calculated the estimated fair valughafe options on the grant date using the binolaiate model for 2011 with the following
assumptions. No share options were granted in 262013, respectively.

Granted in 2011

Risk-free interest rate 3.33%
Expected dividend yiel 0%
Expected volatility 80%
Suk-optimal early exercise fact 2.5 time:
Fair value of ordinary shari US$1.7:

Risk-ree interest rate was based on a zero couponddrfal rate for the terms consistent with the expklite of the award at the time of gra
Expected dividend yield was determined in viewhasf Company’s historical dividend payout rate. TloenPany estimated expected volatility
at the date of grant based on a combination obtigstl and implied volatilities from comparable figly listed companies. Forfeiture rate of
was estimated based on historical forfeiture pastand adjusted to reflect future change in fastsc@rcumstances, if any. The sub-optimal
early exercise factor was determined based onxpected price multiple at which employees werelyite exercise stock options.

Total compensation expense relating to share opiod RSUs recognized for the years ended Dece3itb@011, 2012 and 2013 is as follo

For the year ended December 3.

2011 2012 2013 2013
(RMB’000, (RMB'000, (RMB’000, (US$ 000,
Cost of revenue 5,171 2,971 234 39
Selling expense 4,22: 971 43¢ 72
General and administrative expen 27,92¢ 3,26¢ 1,951 32z
Research and development exper 1,00z 57€ 39 6
38,33: 7,782 2,66( 43¢

21. REDEEMABLE ORDINARY SHARES

On January 29, 2008 and concurrently with the cdible bond issuance (Note 22), the Company issuneblsold 9,019,611 ADSs, represen
45,098,055 of the Company’s ordinary shares ap#tresalue per share of US$0.0001.

The Company is entitled to repurchase any or athefADSs at par value on any business day afteeftitire principal amount of the
convertible bonds ceases to be outstanding. Sghtsnivill expire one month after the maturity of tonvertible bonds. In addition, the holc
of the ADSs have the right to request the Compamgpurchase the ADSs at par value at any timebggyprior notice. Since the holders
have the ability to require the repurchase of tRS8, which is outside the control of the Compahg,drdinary shares underlying the ADSs
have been classified as mezzanine equity. The teolde entitled to receive all cash and non-casthilolitions that an ordinary shareholder
would receive but such distributions are requirete paid back to the Company upon repurchasecoADSs.
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21. REDEEMABLE ORDINARY SHARES (CONT 'D)

The adoption of ASU 2009-15Accounting for Own-Share Lending ArrangemeniSamtemplation of Convertible Debt Issuance or Other
Financing,on January 1, 2010 revised the Company’s accoufiingpe redeemable ordinary shares. The Compaalpated the redeemable
ordinary shares concurrently with the bonds upaptidn of ASU 20095 and determined that the redeemable ordinargeshssued qualifie
as an own-share lending arrangement because thegeuof issuance of the shares was to increasevilability of the Company’s shares and
facilitate the ability of the holders to hedge tmmversion option in the Company’s convertible deid the Company is entitled to repurchase
any or all of the ADSs at par value on any busimessafter the entire principal amount of the catilbée bonds ceases to be outstanding.

Accordingly, the share-lending arrangement uporptido of ASU 200915 is measured at fair value, and recognized @&ssaance cost with .
offset to redeemable ordinary shares. ASU 200%{jGires the Company to recognize the cumulativecefif the change in accounting
principle as an adjustment to the opening balafcetained earnings. An adjustment of US$3,076 @amately RMB22,000), which
represents the fair value that would have beergrézed if the guidance in ASU 2009-15 had beeniaggtom the issuance date on
January 29, 2008, was recorded on January 1, 20i8uiance cost with an offset to redeemable orglisizares.

On October 25, 2011, the Company repurchased arclbed 5,005,536 ADSS, representing 25,027,688 ompany’s ordinary shares at
the par value per share of US$0.0001.

22. CONVERTIBLE BONDS

On January 29, 2008, the Company issued in aggregaicipal amount of US$172,500,000 Convertiblai@eNotes (the “2008 Notes”) due
January 15, 2018 to third-party investors (the ‘d¢ot”). The Notes bear interest at a rate of 3.5% per appagable on January 15 and Jul
of each year, commencing on July 15, 2008.

The Holders may require the Company to redeenralportion of the 2008 Notes on January 15, 2818, price equal to 100% of the
principal amount of the 2008 Notes to be repurcthqdes accrued and unpaid interest. The Holdersatsyrequire the Company to redeen
or a portion of the 2008 Notes at a price equaldie% of principal amount of the 2008 Notes to lurehased plus accrued and unpaid inte
upon the occurrence of a fundamental change, whidkfined as a change in control or a terminatibinading. In addition, the Company may
redeem part or all of the Notes on and after Jgn2@y 2015, at a price equal to 100% of the prialcggmount of the 2008 Notes to be
repurchased plus accrued and unpaid interest,gedthe Company’s ADSs trading price meets cedanditions. At the Holders’ option, the
principal amount of the Notes may be converted theoCompany’s ADSs initially at a conversion raté&2.2876 ADSs (equivalent to an
initial conversion price of approximately US$19.1#%& ADS) per US$1,000 principal amount of the 2Bi@8es, at any time prior to maturity.
The applicable conversion rate will be subjectdjustment in certain circumstances.

The 2008 Notes were initially recorded at the gpatamount of US$172,500,000. Direct debt issuarusts of RMB40,459,000 are deferred
and amortized over the life of the 2008 Notes usiiregeffective interest rate method. At the comreitirdate on January 29, 2008, the
Company evaluated and determined that the redematid put options do not require bifurcation fréva 2008 Notes under the requirements
of ASC 815-10 because they are clearly and clagd$yed to the debt host instrument. No benefiigversion feature was recognized as the
effective conversion price per ADS of US$19.125 wigher than the fair value per ADS of the Companthe commitment date (January 29,
2008) of US$17.73.
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22. CONVERTIBLE BONDS (CONT 'D)

The adoption of ASC 815-4(Derivatives and Hedging: Contracts in Entity’'s @®&quity,on January 1, 2009 revised the Company’s
accounting for the conversion option of the 2008dd0The Company evaluated the conversion optiatheo2008 Notes upon adoption of A
815-40 and determined that the conversion optiaiified for derivative accounting because the cosiom option, if freestanding, is not
considered to be indexed to the Company’s own stock

Accordingly, the conversion option was bifurcateshi the 2008 Notes upon adoption of ASC 815-40 deriwative liability at an initial fair
value of RMB962,993,000. Changes in fair valuehef tonversion options are recognized through titerstents of comprehensive income.
the year ended December 31, 2013, the Companydettarloss of RMB6,105,000 (US$1,008,474) (201asa of RMB5,692,000) resulting
from the change in fair value of the conversionaptAs of December 31, 2013, the conversion optidnich has been combined with the 2
Notes on the balance sheet, was recorded at eafaie of RMB14,013,000 (US$2,314,783) (2012: RMBB3,900).

In the year ended December 31, 2012, the Compamycieased the 2008 Notes with total principal amadt/S$71,900, 000 with total
consideration of RMB299,271,000 from the open miaed recognized a loss on the extinguishmenebf df RMB82,713,000 as a result of
the repurchase. No 2008 Notes were repurchaseqlgi2il3.

For the year ended December 31, 2013, the intergsginse for the Notes was RMB133,587,000 (US$220067.

23. LONG-TERM PAYABLES

As of December 31, 2013 and 2012, the Group redoR#4B50,000,000 (US$8,259,412) of government greexdeived as a longerm payablt
because the Group has not fulfilled the conditietgiired by the local government. According todlygeeement entered in 2010 with the
administration committee of Nantong Economic andhif®logical Development Zone (“NETDZ"), SolarOnentlang would need to achieve
certain specified requirements on its productiguacity in three years after the completion of @gastruction. Failure to meet the requirement
upon assessment date (i.e. three years from $tawhetruction) may result in a proportional refusfdhe government subsidies received for
any actual production capacity not achieved in etaace with the capacity stipulated in the agredmnr2013, SolarOne Nantong entered

an amendment agreement with the administration dtiesrof NETDZ, according to which the assessmei tvas postponed by one year. As
of December 31, 2013, the construction has not beepleted.

24. INCOME TAXES
Current taxation

The Company is a tasxempt company incorporated in the Cayman Islandscanducts substantially all of its business tgtoits subsidiarie
located in the PRC. In addition, the Group alsode&ral norPRC subsidiaries, including SolarOne Investmentar®@me HK, SolarOne US,
SolarOne GmbH, Solar Canada and Solar Australia.
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24. INCOME TAXES (CONT 'D)
Current taxation (Cont'd)

PRC

The Company’s subsidiaries registered in the PRGabject to PRC enterprise income tax (“EIT”) loa taxable income as reported in their
PRC statutory accounts adjusted in accordancerel¢ivant PRC Income Tax Laws. Pursuant to the RiRGnhe Tax Laws, the Group’s PRC
subsidiaries are subject to EIT at a statutory o0d®5%.

In 2008, SolarOne Qidong received approval fromRRe&E taxation authorities as a “High and New TetdmoEnterprise” (‘HNTE”) and
obtained an HNTE certificate. In 2011, the Compsmgcessfully renewed its HNTE status for anothexalyears from 2011 to 2013. In
accordance with the new PRC Enterprise Income Eaxsleffective from January 1, 2008 (the “PRC Incdrag Laws”), an enterprise
awarded with the HNTE status may enjoy a reducddr&te of 15%. For the 2011, 2012 and 2013 taxsydhe income tax rate for SolarOne
Qidong was 15%.

SolarOne Shanghai, SolarOne Technology, Solar Eeging, Solar R&D, SolarOne Nantong, Nantong Hanlgliaand Nantong Tech, the
domestic companies in the PRC, are subject to E&llrate of 25% for the years ended December 3111,2012 and 2013.

Other Countries

The applicable income tax rates of non-PRC sulbrdidnaving significant operations were as follows:

For the year ended December 3:

2011 2012 2013
SolarOne HK 16.5% 16.5% 16.5%
SolarOne US/ 35% 35% 35%
SolarOne Gmbt 15.8% 15.89% 15.87%
Solar Canad Not applicabl 15% 15%
Solar Australie Not applicabl 3C% 30%

In accordance with the PRC Income Tax Laws, ensgprestablished under the laws of foreign coutiieregions and whose “place of
effective management” is located within the PRty are considered PRC resident enterprisessabjbct to the PRC income tax at the rate
of 25% on worldwide income. The definition of “paof effective management” shall refer to an esthbient that exercises, in substance,
overall management and control over the produdiuth business, personnel, accounting, propertiespean enterprise. As of December 31,
2013, no detailed interpretation or guidance haslissued to define “place of effective manageménirthermore, as of December 31, 2013,
the administrative practice associated with intetipg and applying the concept of “place of effegtmanagement” is unclear. The Group has
analyzed the applicability of this law and will ¢mue to monitor the related development and apfito.
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24. INCOME TAXES (CONT 'D)
Current taxation (Cont'd)
Other Countries (Cont'd)

Loss before income taxes consists of:

For the year ended December 3.

2011 2012 2013 2013
(RMB’000) (RMB’000) (RMB'000)  (US$000)
Non-PRC (334,470 (948,41) (422,12 (69,73)
PRC (740,579 (599,18) (194,29 (32,099
(1,075,04) (1,547,60) (616,429 (101,82
The income tax benefit (expense) is comprised of:
For the year ended December 3.

2011 2012 2013 2013
(RMB'000 (RMB’000, (RMB’000) (US$ 000,
Current (28,35 7,63¢ (3,600 (599
Deferred 173,30:. (22,897) (254,06¢) (41,969
144,94! (15,259 (257,66¢) (42,569

The reconciliation of tax computed by applying sh@tutory income tax rate of 25% applicable to Rip€rations to income tax benefit

(expense) is as follows:

For the year ended December 3.

2011 2012 2013 2013
(RMB’000, (RMB’000) (RMB’000} (US$ 000,
Income tax computed at tax rate at 2 268,76: 386,90: 154,10¢ 25,457
Non-deductible expenst (55,009 (17,727 (13,519 (2,239
Preferential tax treatme 4,23: 2,18¢ — —
Research and development expe 4,02( 5,22 — —
Tax rate difference (21,15) (54,217 (53,780) (8,889
Changes in the valuation allowar (55,91%) (337,63)) (344,47)) (56,909)
144,94! (15,255 (257,66¢) (42,567)
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24. INCOME TAXES (CONT 'D)

Deferred taxation

Deferred tax assets (liabilities) reflect the téfeets of temporary differences between the cag@mounts of assets and liabilities for financial
reporting purposes and the amounts used for in¢armpurposes. The components of deferred tax a@idigities) are as follows:

As of December 31

2012 2013 2013
(RMB’000) (RMB’000) (US$000)
Deferred tax assets:
Current:
- Warranty provisior 44,46 45,36 7,49:
- Inventory write-off 45,62¢ 17,12¢ 2,82¢
- Allowance for advance to supplie 157,84( 164,69! 27,20¢
- Allowance for doubtful accoun 47,58 54,47¢ 8,99¢
- Allowance for amount due from related part 3,99( 1,99t 33C
- Others 13,89¢ 66¢ 11C
Valuation allowanct (163,109 (284,32) (46,967
Net current deferred tax ass 150,29 — —
Non-current:
- Tax losse: 383,64( 477,43t 78,86
- Fixed asset 39,21« 64,30 10,62:
- Others 63 81 13
Valuation allowanct (315,61 (538,87)) (89,015
Net nor-current deferred tax asst 107,30: 2,94¢ 487
Deferred tax liabilities:

Non-current:
- Land use right 24,79¢ 24,20 3,99¢
Non-current deferred tax liabilitie 24,79¢ 24,20¢ 3,99¢

In assessing the realizability of deferred tax sdbe Group has considered whether it is momylikhan-not that some portion or all of the
deferred tax assets will not be realized. The @tenealization of deferred tax assets is depengumni the generation of future taxable income
during the periods in which those temporary diffees become deductible. The Group records a vatuatiowance to reduce deferred tax
assets to a net amount that management beliewesréslikely-thannot of being realizable based on the weight ofadlilable evidence. Durii
the year ended December 31, 2013, an adjustmd&ivié254,066,000 (US$41,968,713) was made on thenbeyj-of-the-year balance of a
valuation allowance because of a change in circamests that causes a change in judgment aboutalizatslity of the related deferred tax
asset in future years.

As of December 31, 2012 and 2013, the Group hat tax operating loss from its PRC subsidiarieREiB627,705,000 and RMB844,706,C
(US$139,535,491), respectively, which starts tarexip 2016. As of December 31, 2012 and 2013Ghmup has a net tax operating loss from
its non-PRC subsidiaries of RMB884,532,000and RMB2,221,000 (US$170,510,762), respectively, whiahtsto expire in 2029.

F-38



Table of Contents

HANWHA SOLARONE CO,, LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AS OF DECEMBER 31, 2012 AND 2013 AND
FOR EACH OF THE THREE YEARS ENDED DECEMBER 31, 202012 AND 2013

24. INCOME TAXES (CONT 'D)
Deferred taxation (Cor'd)

As of December 31, 2013, the Group intends to peenty reinvest the undistributed earnings fronfatgign subsidiaries to fund future
operations. The amount of unrecognized deferredidhiities for temporary differences related twéstments in foreign subsidiaries is not
determined because such a determination is notigmbte.

Uncertain Tax Positions

As of December 31, 2013, the Group’s unrecogniagdenefit is RMB143,473,000 (US$23,700,051) whiglated to tax incentives received
and tax resident status.

It is possible that the amount accrued will chaimgae next 12 months as a result of new interpesgiuidance released by the PRC tax
authorities; however, an estimate of the rangéefossible change cannot be made at this timeufileEognized tax benefits, if ultimately
recognized, will impact the effective tax rate. Begiliation of accrued unrecognized tax benefitasgollows:

For the year ended December 3.

2011 2012 2013 2013
(RMB’000 (RMB’000} (RMB’000, (US$000;
Beginning and ending balan 143,47. 143,47. 143,47. 23,70(

Based on existing PRC tax regulations, the taxoplerof SolarOne Qidong, SolarOne Shanghai, Solaif@oknology, Solar R&D, Solar
Engineering, SolarOne Nantong, Nantong Hanwha |&é ldantong Tech for the years ended December 38 @0December 31, 2013 rem
open to potential examination by the tax authaitiehe tax periods for the Company’s non-PRC sudnsés’ for the years ended December
2009 to December 31, 2013 also remain open to pat&xamination by the respective tax authorities.

As of December 31, 2013 and 2012, the Group dichootue any penalties and interests related tarthecognized tax benefits.
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25. RELATED PARTY TRANSACTIONS
Name and Relationship with Related Parti

Name of related par Relationship with the Grou
Hanwha Chemice Holding company of Hanwha Sol
Hanwha Corporatio Holding company of Hanwha Chemic

Hanwha Q.Cells GmbFQ.Cell<") (previously known as -Cells SE) * A wholly-owned subsidiary of Hanwha Chemi
Hanwha Q CELLS Japan Co., Ltd. (“Q.Cells Japantgymusly known A wholly-owned subsidiary of Hanwha Corporation
as Hanwha Japan Co., Lt
Hanwha Q CELLS Korea Corp. (“Q.Cells Korea”) (prawly known as A subsidiary of Hanwha Corporation
Hanwha Solarenergy Corporatic

Hanwha Q CELLS Canada In“Q.Cells Canac”) A company controlled by Q.Cells Kor:

Hanwha L&C Corporatiol A wholly-owned subsidiary of Hanwha Chemi

Hanwha L&C Trading (Shanghai) Co., Lt“Hanwha L&C Tradin”) A wholly-owned subsidiary of Hanwha Chemi

Hanwha L&C Canada In A wholly-owned subsidiary of Hanwha Chemi

Hanwha L&C Alabama LLC.“Hanwha L&C Alabam™) A subsidiary of Hanwha Chemic

Hanwha Europe GmbF Hanwha Eurog”) A wholly-owned subsidiary of Hanwha Corporat

Hanwha International LLC“Hanwha Internation”) A wholly-owned subsidiary of Hanwha Chemi

Hanwha Solar America LLC*Hanwha Americ”) A subsidiary of Hanwha Chemic

Ya An Yongwang Silicon Co., Ltd. (“Ya An”) A wholly-owned subsidiary of HongKong YongWang &iln
Investment Co., Ltd., whose significant shareholdétanwha
Chemical

Hanwha TechM Co., Ltd“Hanwha Techl") A wholly-owned subsidiary of Hanwha Corporat

Food1lst Food Culture Co., Ltc*Food1s”) A wholly-owned subsidiary of Hanwha Corporat

Hanwha 63 City C., Ltd. (“Hanwha 63 City") A wholly-owned subsidiary of Hanwha Life Insurare., Ltd.,
whose significant shareholder is Hanwha Corpore

Komodo Enterprise Inc*Komodc") A company whose significant shareholder is Q.Gélisea

Hanwha S&C Co., Ltd.“Hanwha S&(") A company controlled by Hanwha Corporat

Hancomm, Inc.“Hancomn”) A company whose significant shareholder is Hanw&e !

Semiconductor Manufacturing International (ShangBairporation A wholly-owned subsidiary of Semiconductor Manutagtg

(“SMIC Shanghai”) ** International Corporation where David N.K. Wangeaf the

Company’s independent directors, served as presaehchief
executive officel

* On October 24, 2012, as a result of Hanwha Cheahaicquiring a 100% interest in Q.Cells from itgoral shareholders, Q.Cells became
a related party of the Grou
**  Subsequent to David N.K. Wa's resignation from SMIC in July 2011, SMIC Shangteased to be a related party of the Gr
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25. RELATED PARTY TRANSACTIONS (CONT 'D)
Significant Related Party Transactior

The Group had the following significant relatedtgdransactions during the years presented:

For the year ended December 3.

2011 2012 2013 2013
(RMB’000) (RMB’000) (RMB’000) (US$ 000)
Advance paid to related partie
- Hanwha TechM — 6,54¢ — —
-Ya An 108,44t — — —
- Hanwha Chemice 76,43¢ — — —
- Hanwha L&C Trading 43,48: — — —
228,36: 6,54¢ — —
Purchase of raw materials froi
- Hanwha Corporatio — — 216,14t 35,70¢
-Q.Cells — 4,08( 95,63 15,79¢
- Hanwha L&C Corporatiol — 63,24 82,31« 13,591
- Q.Cells Japa — — 15,16( 2,50¢
- Hanwha L&C Trading 63,12¢ 68,79: 82z 13€
- Hanwha Techhv — — 98 16
- Hanwha Internatione — 10,35¢ — —
-Ya An 116,94« 6,44( — —
- Hanwha Chemice 86,73t — — —
266,80° 152,91: 410,17 67,75¢
Purchase of services froi
- Food1st 8,171 27,147 30,76( 5,081
- Hanwha Internatione — — 20,37¢ 3,361
- Hanwha Chemice — — 7,041 1,16%
- Hancomrr 27,23¢ 14,99: 4,911 811
- Hanwha S&C 5,87¢ 2,24¢ 55: 91
- Hanwha Corporatio — — 8% 14
- Q.Cells Koree 57C — — —
41,85¢ 44,38t 63,72¢ 10,52:
Purchase of fixed assets fro
- Hanwha Techh 30,02¢ 3,58¢ 23,90: 3,94¢
30,02¢ 3,58¢ 23,90: 3,94¢
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25. RELATED PARTY TRANSACTIONS (CONT 'D)
Significant Related Party Transactions (Ccd)
The Group had the following significant relatedtgdransactions during the years presented (cant’d)

For the year ended December 3:

2011 2012 2013 2013
(RMB’000) (RMB’000) (RMB’000) (US$000)
Sales of products t
- Q.Cells Japa 67 248,04 1,179,30: 194,80¢
- Q.Cells Kores 87,70: 281,25 213,75: 35,30¢
- Q.Cells Canad — — 112,79¢ 18,63:
- Hanwha Europ 22¢ 147,58 17,43¢ 2,881
- Hanwha Internation: — 82,54¢ 3,381 55¢
- Hanwha Corporatio 468,38: 250,01: 49¢ 82
- Hanwha Chemice 24,10¢ 62 26 4
- Komodo — 29,29¢ — —
- Others 3,37: 12t 7,161 1,18:¢

583,85 1,038,92 1,534,36! 253,45¢

Processing services provided

-Q.Cells — — 408,56( 67,48¢
— — 408,56( 67,48¢
Buildings leased from
- SMIC Shangha 4,291 — — —
4,291 — — —
Borrowings from:
- Hanwha International — — 61,48( 10,15¢
- Hanwha L&C Alabama *’ — — 18,29: 3,021
— — 79,77: 13,17:
Interest paid to
- Hanwha Internatione — — 697 11F
— — 697 11F
Commission fee for bank borrowings glong-termnotes:
- Hanwha Chemical *** — 4,52¢ 12,33° 2,03¢
— 4,52¢ 12,33: 2,03¢

On May 1, 2012, the Group acquired 100% equityr@stein Solar Australia from Hanwha Corporationhaatcash consideration of AUD16,7
(Note 1).
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25. RELATED PARTY TRANSACTIONS (CONT 'D)
Significant Related Party Transactions (Ccd)
The Group had the following significant relatedtgdransactions during the years presented (cant’d)

* Solar Canada borrowed a short-term loan of US&illlon from Hanwha International on September 2813, which bears an annual
interest rate of 6% and will be due on March 18,2
**  Solar Canada borrowed a short-term loan of U888,000 from Hanwha L&C Alabama on November 21,2@thich bears an annual
interest rate of 6% and will be due on May 21, 2(
***  The commission fees to Hanwha Chemical inclt
1)  Annual commission fee which is 0.6% of long-tdsamk borrowings of US$180,000,000 with the teramfrApril 26, 2012 to
April 26, 2015;
2)  Annual commission fee which is 0.6% of long-tdrank borrowings of US$100,000,000 with the teramfrune 26, 2013 to
June 26, 201¢
3) Annual commission fee which is 0.6% of l--term notes of US$100,000,000 (Note ]

Balances with Related Partie
As of December 31, 2012 and 2013, balances witlieelparties are comprised of the following:
As of December 31

2012 2013 2013
(RMB'000} (RMB’000; (US§000;

Amount due from related part-net:

- Q.Cells Japa 130,00t 205,93! 34,01¢
-Q.Cells — 162,15t 26,78¢
- Hanwha Q.Cells Canac — 95,15¢ 15,71¢
- Q.Cells Koret 137,28t 61,56¢ 10,17(
- Hanwha Chemice 4,86¢ 4,721 78C
- Hanwha Corporatio 15,31: 1,14¢ 18¢
- Hanwha Europ: 94,21 26 4
- Komodo 23,10: 13 2
- Hanwha Internatione 14,84+ — —
- Hancomr 884 — —
- Others 90 1C 2
420,61( 530,73. 87,66¢
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25. RELATED PARTY TRANSACTIONS (CONT 'D)

Balances with Related Parties (Ccd)

As of December 31
2012 2013 2013
(RMB’000 (RMB’000! (US¢ 000

Amount due to related partie

- Hanwha Corporatio — 95,08t 15,701
- Hanwha Internatione 2,241 59,39( 9,811
- Hanwha L&C Corporatiol 49,20° 45,18¢ 7,46¢
- Hanwha L&C Alabam:i — 18,38¢ 3,037
- Q.Cells Japa — 15,15¢ 2,50¢
-Q.Cells 6,38¢ 12,84" 2,12
- Hanwha Chemice 4 47F 4,34( 717
- Hanwha Techl 717 3,571 591
- Hanwha L&C Trading 3,68 1,03: 17C
- Food1st 232 16 3
- Komodo — 13 2
- Hancomnmnr 2,01¢ — —
- Hanwha S&C 1,73¢ — —
- Hanwha L&C Canada Int 1,34¢ — —
72,04¢ 255,03: 42,12¢

In the year ended December 31, 2012, the Grouggedprovision of RMB15,960,000 for the advancegmpent to Ya An, due to the
liquidation of Ya An in 2013. In 2013, the Groupeesed provision of RMB7,980,000 (US$1,318,2023 assult of actual subsequent
collection of the payments from Ya An.

As of December 31, 2012 and 2013, except for tletebrm borrowings from Hanwha International anahiWwha L&C Alabama disclosed in
this note, all other balances with related pamtiese unsecured, non-interesting bearing and repagetodemand.

26. EMPLOYEE DEFINED CONTRIBUTION PLAN

Full-time employees of the Company’s subsidianethe PRC participate in a government-mandatechééfcontribution plan pursuant to
which certain pension benefits, medical care, urleympent insurance, employee housing fund and atledfiare benefits are provided to
employees. Chinese labor regulations require ttaPRC subsidiaries of the Company make contribstio the government for these benefits
based on about 41% of the employees’ salariesmarahly basis. The Group’s PRC subsidiaries haviegal obligation for the benefits
beyond the contributions made. The total amountsdch employee benefits, which were expensedcasred, were RMB84,493,000,
RMB79,464,000 and RMB84,493,000 (US$13,957,249)Heryears ended December 31, 2011, 2012 and & ctively.

27. SHARE ISSUANCE AND REPURCHASE AGREEMENT

On August 3, 2010, a major shareholder of the Compp@ood Energies Investments (Jersey) Limited ¢Energies”) entered into a Share
Purchase Agreement (the “GE Sales Agreement”) Wghwha Chemical, a
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27. SHARE ISSUANCE AND REPURCHASE AGREEMENT (CONT’D)

Korean Company, pursuant to which Good Energieseatjto sell its 81,772,950 ordinary shares and1]1028 ADSs to Hanwha Chemical.
Concurrently with the execution of the GE Salese®gnent, Hanwha Chemical entered into (i) a Shareh@se Agreement with the Company
(the “Issuer Sales Agreement”), pursuant to whith@ompany agreed to sell to Hanwha Chemical 3§)89rdinary shares and (ii) a Share
Purchase Agreement with Yonghua Solar Power Investidolding Ltd. (“Yonghua”), pursuant to which Ygia agreed to sell to Hanwha
Chemical 38,634,750 ordinary shares (the “YonghalasSAgreement”). Hanwha Chemical subsequentlgasdiand transferred to Hanwha
Solar, a wholly owned subsidiary of Hanwha Chemjiitalrights and obligations under the Issuer SAtpgement, the GE Sales Agreement
and the Yonghua Sales Agreement. In connectiontiv@hransaction, Hanwha Solar requested the Coyrpassue 45,080,019 new ordinary
shares at par value of US$0.0001 per share in @3$$suance and Repurchase Agreement (“Share ssaad Repurchase Agreement”).

Pursuant to the GE Sales Agreement and the Yonghles Agreement, Hanwha Solar paid cash consideratiapproximately US$202
million and US$90 million to Good Energies and Ybuog, respectively. Concurrently, pursuant to tiseids Sales Agreement, the Company
received net proceeds of approximately US$76 milfar the issuance of 36,455,089 ordinary sharesS€ptember 16, 2010, the respective
parties to the GE Sales Agreement, the Issuer 3gleement and the Yonghua Sales Agreement constedrttee purchase and sale of the
ordinary shares and ADSs contemplated thereby. réswt, Good Energies and Yonghua ceased to oworainary shares or ADSs of the
Company as of September 16, 2010.

The Company recorded the shares issued in the &sar@nce and Repurchase Agreement with Hanwha &k liability in accordance ASC
480-10,Accounting for Certain Financial Instruments with&acteristics of both Liabilities and Equitgs there is an unconditional obligation
that requires the Company to redeem the sharasbsferring assets at a determinable date at theghse per share of US$0.0001. As of
December 31, 2010, the Company has issued 30,872r68ary shares to Hanwha Solar and recordeabdity of RMB20,554 in other
current liabilities in connection with the Sharsdance and Repurchase Agreement.

In March 2011, the Company issued 14,407,330 ordislaares to Hanwha Solar in connection with tharSlhssuance and Repurchase
Agreement and recorded an additional liability &%1,441 in other current liabilities in connectisith the Share Issuance and Repurchase
Agreement.

On October 25, 2011, in connection with the repasehof redeemable ordinary shares (Note 20), thep@oy repurchased and cancelled
25,017,671 ordinary shares in connection with thar§ Issuance and Repurchase Agreement and rewrsedount of US$2,502.
Accordingly, as of December 31, 2011, the Compaas/20,062,348 outstanding shares issued to Hanalha$der the Share Issuance and
Repurchase Agreement with a corresponding lialaftRMB13,000 (US$2,147) recorded in other curtidtilities (Note 12). Such balance
remained unchanged in 2012 and 2013.

28. COMMITMENTS AND CONTINGENCIES
Acquisition of fixed asset

As of December 31, 2013, the Group had commitmeingpproximately RMB4,098,000 (US$810,744) reldtethe acquisition of fixed asse
which is expected to be settled within the nextiv@enonths.
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28. COMMITMENTS AND CONTINGENCIES (CONT ’'D)

Operating lease commitments

The Group has entered into leasing arrangemermtsnglto office premises and other facilities that classified as operating leases. Future
minimum lease payments for non-cancelable operdages as of December 31, 2013 are as follows:

As of December 31, 201

(RMB’000) (US$ 000!
Year 2014 2,75¢ 45¢
Year 201E 1,35: 22%
Year 201€ 902 14¢
Year 2017 and thereaft — _
Total 5,01¢ 82¢

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

Litigation

The Group was involved in certain cases pendingiious PRC and U.S. courts and arbitration asesfeinber 31, 2013. For certain
proceedings, the Group is currently unable to estinthe reasonably possible loss or a range obmebdy possible losses. The Group is often
unable to estimate the possible loss or rangessfumtil developments in such matters have provédéficient information to support an
assessment of the range of possible loss, sudheeification of a damage demand from plaintifiscdvery from other parties and
investigation of factual allegations, rulings b ttourt on motions or appeals, analysis by experte progress of settlement negotiations
an annual basis, the Group reviews relevant infGonavith respect to litigation contingencies, amtlates its accruals, disclosures and
estimates of reasonably possible losses or rarffjessobased on such reviews.

For certain proceedings that the Group is involagdhe plaintiff and expects favorable outcomegstimated gain from a gain contingency is
not reflected in the statement of financial positir statements of comprehensive loss until thizegeon of the gain contingency.

Income Taxes

Effective from January 1, 2007, the Group adopt&€LCA'40-10, which prescribes a more-likely-thanthotshold for financial statement
recognition and measurement of a tax position takehne tax return. ASC 740-10 also provides guagaon de-recognition of income tax
assets and liabilities, classification current deterred income tax assets and liabilities, acéogrior interest and penalties associated with ta
positions, accounting for income taxes in interienipds and income tax disclosures. As of Decembe?B12 and 2013, the Group has
recorded an unrecognized tax benefit for RMB143 @03 (US$23,700,051).
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29. SEGMENT REPORTING

The Group operates in a single business segmeithuwethe development, manufacturing, and sale\6felatedproducts. The following tab
summarizes the Group’s net revenues by geograpbion based on the location of the customers:

For the year ended December 3:

2011 2012 2013 2013
(RMB’000) (RMB’000) (RMB’000) (US$000)
Japar 13,50¢ 248,04 1,179,30: 194,80¢
South Africa 1,081 814 728,96( 120,41¢
Germany 2,652,15! 1,489,49 694,14¢ 114,66!
The PRC 599,24 382,46¢ 539,86¢ 89,18(
USA 859,29( 513,16: 421,47 69,62
South Kores 76,95 260,88 218,84« 36,15(
Canads 157,65( 1,50¢ 187,34 30,947
United Kingdom 14,82: 15,49: 115,28¢ 19,04
Netherlands 330,92( — 90,74: 14,98¢
India 136,24 263,22¢ 84,31( 13,927
Spain 152,13¢ 7,04: 63,07¢ 10,41¢
Portugal 20,73( 22,25: 62,42( 10,31
Australia 448,49¢ 27,77 59,317 9,79¢
Belgium 132,93: 4494 57,71¢ 9,53¢
Malaysia — 251 48,88: 8,07¢
France 303,32¢ 62,50° 35,15¢ 5,807
Israel — 17C 24,53¢ 4,05
Thailand 36,67 18¢ 19,25¢ 3,181
Greece 44 93¢ 80,38: 16,38 2,70¢
Italy 358,12: 149,19¢ 14,11 2,332
Others 77,25¢ 108,57 64,55( 10,66
Total net revenu 6,416,48! 3,678,38! 4,725,69; 780,62¢

Over 99% of the long-lived assets of the Groupl@cated in the PRC.

For the year ended December 31, 2012, there waastomer that accounted for 10% or more of totateeenue. The customers that
accounted for 10% or more of total net revenudteryear ended December 31, 2011 and 2013 arél@s<o

For the year ended December 3:

2011 2013 2013
(RMB’000; (RMB’000) (US$000)
Schueco International K 967,39¢ * *
MEMC Singapore Pte Ltc 695,68( * *
Q.Cells Japal * 1,179,30: 194,80t

* Less than 109
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30. LOSS PER SHARE

Basic and diluted net loss per share for each ggmiesented are calculated as follows (in thousamd=®pt share and per share amounts):

For the year ended December 3.

2011 2012 2013 2013
RMB RMB RMB uss$
Numerator:
Loss attributable to ordinary sharehold- basic and dilute (930,109 (1,562,859 (874,090 (144,389
Denominator:
Weightec-average number of shares outstan« basic and dilute: 420,325,70 422,167,50 423,675,42 423,675,42
Basic and diluted net loss per sh (RMB2.217) (RMB3.70) (RMB2.0¢€) (US$0.39)

During the years ended December 31, 2011, 2012ah8, the Company issued 1,750,000, 1,000,000 £eD,D00 ordinary shares,
respectively, to its share depository bank whickehaeen and will continue to be used to settlekstmtion awards upon their exercise. No
consideration was received by the Company foriisisance of ordinary shares. As of December 312 208 2013, the used ordinary shares
issued to share depository bank were 628,590 ah@8% respectively. The unused ordinary issuethamesdepository bank are legally issued
and outstanding but are treated as escrowed stoarascounting purposes and, therefore, have beelnded from the computation of earnings
per share. Any ordinary shares not used in théereght of stock option awards will be returnedriie Company.

For the years ended December 31, 2011, 2012 arf®] #tH potential dilutive effect in relation to teck options, unvested RSUs and
convertible bonds were excluded as they have ardéntive effect. The redeemable shares have lexetuded in both basic and diluted net
loss per share as they are not entitled to tharegof the Company.

31. FAIR VALUE MEASUREMENTS

ASC subtopic 820-10 (“ASC 820-10'Fair Value Measurements and Disclosurestablishes a three-tier fair value hierarchy, Whidoritizes
the inputs used in measuring fair value as follows:

Level 1 — Observable inputs that reflect quoted prices (wmdf) for identical assets or liabilities in aetimarket:
Level 2 - Include other inputs that are directly or indirgaibservable in the marketpla
Level 3 — Unobservable inputs which are supported by littla@market activity

ASC 82040 describes three main approaches to measurirfgithalue of assets and liabilities: (1) markppeach; (2) income approach; &
(3) cost approach. The market approach uses m@imsther relevant information generated from miaeeasactions involving identical or
comparable assets or liabilities. The income apgrases valuation techniques to convert future antsod a single present value amount. The
measurement is based on the value indicated bgrdumarket expectations about those future amotihtescost approach is based on the
amount that would currently be required to replaceasset.
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31. FAIR VALUE MEASUREMENTS (CONT 'D)

Foreign currency and commaodity derivatives andregterate swap are classified within Level 2 beeahsy are valued using models utilizing
market observable and other inputs.

The inputs used to measure the fair value of tiwexsion option of convertible bonds were largeatpliservable, and, accordingly, the
measurement was classified as Level 3. The fairevaf the conversion option of convertible bonds wstimated using the binomial approach
The following assumptions were used for estimatirggfair value:

As of December 31

2012 2013
Underlying share price US$1.0: uss$2.7°
Conversion prict US$19.12 US$19.12
Time to maturity 5.04 year 4.04 year
Risk-free rate 0.73% 1.28%
Expected volatility (Level 3 inpu 99.74% 84.40%
Comparable yield to maturi 17.32% 10.55%

Underlying share price is the Company’s closinggas listed on NASDAQ on December 31, 2012 an®20le conversion price is the
initial conversion price of the convertible bondigme to maturity is the remaining years from bakasbeet date to January 15, 2018, the
maturity date of the convertible bonds. The riséefrate is derived from the United States Treasery coupon risk-free rates with the
remaining terms equal to the time to maturity aBe€ember 31, 2012 and 2013. The Company estirtteesxpected volatility based on the
historical volatility of the Company’s common shar&he comparable yield to maturity is estimateskldeon the average yield of bonds with
same credit rating of the Company with maturitilese to the time to maturity as of December 31, 228id 2013.

Assets and liabilities measured at fair value oecairring basis as of December 31, 2012 and 204 8anmarized below:

Fair value measurements at December 31, 2012 usir
Quoted prices in

active markets for Significant other Significant Total fair value at
observable input: unobservable input:
identical assets December 31,
(Level 1) (Level 2) (Level 3) 2012
(RMB’000) (RMB’000) (RMB’000) (RMB’000)

Cash and cash equivalel
- Time deposit: 676,47¢ — — 676,47¢
- Restricted cas 150,46: — — 150,46:
Foreign currency / commodity /

interest rate swap derivativ
- Financial liabilities — 17,31 — 17,31
Conversion option of convertik

bonds — — 7,90¢ 7,90¢
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31. FAIR VALUE MEASUREMENTS (CONT 'D)

Fair value measurements at December 31, 2013 usir
Quoted prices in

active markets for Significant other Significant
observable input: unobservable input: Total fair value at
identical assets December 31,

(Level 1) (Level 2) (Level 3) 2013

(RMB’000) (RMB’000) (RMB’000) (RMB’000) (US$000)
Cash and cash equivalel
- Time deposit: 1,249,48. — — 1,249,48 206,40(
- Restricted cas 163,94¢ — — 163,94 27,08:
Foreign currency / interest rate swap

derivatives

- Financial assel — 26,63 — 26,63 4,39¢
- Financial liabilities — 6,51 — 6,51 1,07¢
Conversion option of convertible bon — — 14,01z 14,01 2,31t

The following is a reconciliation of the liabilisemeasured at fair value on a recurring basis usamgficant unobservable inputs (Level 3) for
the year ended December 31, 2013.

Conversion option o

convertible bonds

(RMB’000)
Balance as of December 31, 2( 7,90¢
Unrealized los: 6,10t
Balance as of December 31, 2( 14,01

The amount of realized or unrealized gain/losadfuided in the consolidated statements of compsbheross in “Changes in fair value of
conversion feature of convertible bonds.”

32. SUBSEQUENT EVENTS

Issuance of ordinary shares

In January 2014, the Company issued 5,290,966 Ab&9public offering, representing 26,454,830 & @ompany’s ordinary shares. Total
proceeds from this equity offering were approxirhatéS$17.1 million.

33. ADDITIONAL FINANCIAL INFORMATION OF THE COMPANY

In accordance with the PRC Regulations on Enterpnigith Foreign Investment, an enterprise estaddish the PRC with foreign investmen
required to provide for certain statutory reservesnely (i) General Reserve Fund, (ii) Enterprigspdhsion Fund and (iii) Staff Welfare and
Bonus Fund, which are appropriated from net paditeported in the enterprise’s PRC statutory atsoé wholly-owned foreign enterprise
(“WOFE") is required to allocate at least 10% asfannual after-tax profit to the General Reservadruntil the balance of such fund has
reached 50% of its respective registered capitaloA wholly-owned foreign invested enterprise istted to provide for the above allocation
at the discretion of its board of directors. Appragions to the
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33. ADDITIONAL FINANCIAL INFORMATION OF THE COMPANY (CO NT'D)

Enterprise Expansion Fund and Staff Welfare anduBdrund are at the discretion of the board of thrsdfor all foreign invested enterprises.
The aforementioned reserves can only be used émifgppurposes and are not distributable as castieshds.

SolarOne Nantong is an WOFE since its establishine2®11. SolarOne Qidong became a WOFE in May 20@f therefore, is subject to the
above mandated restrictions on distributable oRrior to May 2006, although SolarOne Qidong a&snoforeign joint venture enterprise
was required to allocate at least 10% of its atrprofit to the General Reserve Fund in accordawith the joint venture agreements entered
into among the then joint venture partners andapgpropriations to the Enterprise Expansion Fund&taff Welfare and Bonus Fund were at
the discretion of the board of directors.

For other subsidiaries incorporated in PRC, ineigdbolarOne Technology, SolarOne Shanghai, Soldd,R#lar Engineering, Nantong
Hanwha I&E and Nantong Tech, the General Reservel Mas appropriated based on 10% of net profiteparted in each subsidiary’s PRC
statutory accounts.

The Group provided RMB4,456,000 statutory resefoethe year ended December 31, 2011. There westatotory reserves provided for the
year ended December 31, 2012 and 2013 as all @tbey's PRC subsidiaries incurred net losses in theseywars.

Under PRC laws and regulations, the Company’s Ri®Gidiaries are restricted in their ability to séer their net assets to the Company in the
form of dividend payments, loans, or advances. é&smined pursuant to PRC generally accepted atiogyprinciples, net assets of the
Company’'s PRC subsidiaries which are restrictethfo@nsfer amounted to RMB3,401,404,000 (US$561%A) as of December 31, 2013.
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33. ADDITIONAL FINANCIAL INFORMATION OF THE COMPANY (CO NT'D)

Condensed Balance Sheets

As of December 31

Note 2012 2013 2013
(RMB’000) (RMB’000) (US$ 000)
ASSETS
Current assets:
Cash and cash equivalel 3,21¢ 4,671 772
Other receivable 98 98 1€
Deferred expense 3,96¢ 4,15¢ 68€
Amount due from subsidiarit b 3,600,271 3,480,15: 574,88
Total current asse 3,607,55! 3,489,071 576,35!
Non-current assets:
Long-term deferred expens c 4,09( 17t 29
Total nor-current assel 4,09( 17t 28
Total assets 3,611,64! 3,489,25: 576,38«
LIABILITIES AND SHAREHOLDERS ' EQUITY
Current liabilities:
Accrued expenses and other paya d 11,65¢ 14,981 2,47¢
Derivative contract 8,12 — —
Amount due to subsidiari b 21,07 20,44 3,37
Total current liabilities 40,85¢ 35,42¢ 5,85
Non-current liabilities:
Convertible bond 368,59( 470,35 77,69'
Loss in excess of investmel a 454,86 1,093,07. 180,56
Total nor-current liabilities 823,45. 1,563,43! 258,26(
Total liabilities 864,30t 1,598,85! 264,11:
Redeemable ordinary sharegpar value US$0.0001 per share; 20,070,375 and/Q(B0-
shares issued and outstanding at December 31,82012013, respectivel 24 24 4
Shareholder¢ equity
Ordinary shares (par value US$0.0001 per shar801000,000 and 1,000,000,000 sha
authorized; 423,395,432 shares and 431,525,432smued and outstanding at
December 31, 2012 and 2013, respectiv 31¢€ 321 53
Additional paic-in capital 4,004,19 4,022,14 664,41:
Accumulated defici (1,255,97) (2,130,06) (351,86
Accumulated other comprehensive | (1,219 (2,030 (335
Total shareholde’ equity 2,747,31! 1,890,37. 312,26°
Total liabilities, redeemable ordinary shares and Isareholders’ equity 3,611,64! 3,489,25! 576,38:
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33. ADDITIONAL FINANCIAL INFORMATION OF THE COMPANY (CO NT'D)

Condensed Statements of Comprehensive Loss

For the year ended December 3.
Note 2011 2012 2013 2013
~ (RMB'000) (RMB’000) (RMB'000)  (US$000)
Net revenue — — — —
Cost of revenue — — — —

Gross loss — — — —

Operating expense (20,579 (7,759 (10,35%) (1,710
Operating loss (20,579 (7,759 (20,35%) (1,710
Share of loss from subsidiari (843,70  (1,336,80) (642,44 (106,12)
Interest expense net (142,404 (118,68()  (133,58) (22,067
Changes in fair value of derivative contrg (7,509 (4,789 6,564 1,08¢
Changes in fair value of conversion feature of atible bonds 264,38 (5,692 (6,10%) (1,00¢)
Loss on extinguishment of de — (82,717 — —

Exchange losse (180,299 (7,657 (88,977) (14,697
Loss before tax (930,109 (1,564,07) (874,90) (144,52)
Income tax expenst — — — —

Net loss (930,109  (1,564,07) (874,90) (144,52)

Condensed Statements of Cash Flows

For the year ended December 3.

2011 2012 2013 2013

(RMB’000; (RMB’ 000, (RMB’000) (US$000;
Net cash used in operating activit (56,387) (41,176 (2,500 (413)
Net cash used in investing activiti (5,105 (13,007 (11,339 (1,879
Net cash provided by financing activiti 40,44¢ 50,62 15,29 2,52
Net increase (decrease) in cash and cash equis (21,039 (3,559 1,45¢ 241
Cash and cash equivalents at the beginning of 27,80¢ 6,77( 3,21¢ 531
Cash and cash equivalents at the end of 6,77(C 3,21¢ 4,671 772

Notes to the Condensed Financial Statements of @mmpany

(a) Basis of presentatic

In the Company-only condensed financial statemémésCompany’s investment in subsidiaries is statembst plus equity in undistributed
earnings of subsidiaries since inception or actjoisi The Companynly condensed financial statements should beireadnjunction with th
Company’s consolidated financial statements.
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Notes to the Condensed Financial Statements of @mmpany (Cor’d)

(a) Basis of presentation (Ccd)

The Company records its investment in its subsiesaunder the equity method of accounting as pitestiin ASC 323-10investments-Equity
Method and Joint VentureSuch investment is presented on the condenseddgastueets as “Investment in subsidiaries” and shfaiee
subsidiaries’ profit or loss as “Share of profiig$) from subsidiaries” on the condensed statenodrismprehensive income. Under the equity
method of accounting, the Company shall adjust#reying amount of the investment for its sharéhefsubsidiary’s cumulative losses until
the investment balance reaches zero, unlessanisactually obligated to continue to pick up thdsdiary’s losses. The Company confirmed
its unlimited financial support to its subsidiarfes their operations. Consequently, the Compacggaized RMB1,093,073,000
(US$180,562,796) of its share of cumulative lossesxcess of its investment in “Losses in excesawd#stments” as of December 31, 2013
(2012: RMB454,862,000).

The subsidiaries did not pay any dividends to tben@any for the periods presented.

Certain information and footnote disclosures nolyniakcluded in financial statements prepared inoadance with US GAAP have been
condensed or omitted.

(b) Related party transactions and balar

As of December 31, 2012 and 2013, the Companygalokehalf of its subsidiaries of RMB3,600,276,06d &MB3,480,154,000
(US$574,880,486), respectively, and subsidiarigb@Company paid on behalf the Company of RMB23,@J0 and RMB20,441,000
(US$3,376,613), respectively.

For the years ended December 31, 2012 and 2018 dimpany paid on behalf of its subsidiaries of RMB®&6,000 and RMB9,775,000
(US$1,614,715), respectively, and subsidiariehief@ompany paid operating expenses, interest egamsconsideration for repurchase of
convertible bonds of RMB359,325,000 and RMB129,068,(US$21,353,057), respectively, on behalf ofGoenpany.

As of December 31, 2012 and 2013, all balances neltited parties were unsecured, non-interestiagnge and repayable on demand.

(c) Long-term deferred expens

The long-term deferred expenses as of Decemb&03P, and 2013 mainly included the cost relateddoance of convertible bonds (Note 22)
amortized over 7 years using the effective interatgt method since January 2008. These issuantelase been recorded as “Long-term
deferred expenses.” As of December 31, 2012 and,20& unamortized costs recorded in long-termrdedeexpenses related to the issuance
of convertible bonds amounted to RMB4,080,000 aktBR66,000 (US$27,421), respectively.

(d) Accrued expenses and other paya

As of December 31, 2012 and 2013, other payabléslyriacluded interest payable to the holders &f tonvertible bonds of RMB10,068,000
and RMB9,766,000 (US$1,613,228), respectively.
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Notes to the Condensed Financial Statements of @mmpany (Cor’d)

(e) Commitments

The Company did not have any significant commitreemtlong-term obligations, other than the conbétbonds, as of December 31, 2012 ol
2013.

() Convenience translatic

Amounts in United States dollars are presenteth®iconvenience of the reader and are translatibe atoon buying rate of US$1.00 to
RMB6.0537 on December 31, 2013 in the City of NewrRrfor cable transfers of Renminbi as certifieddastoms purposes by the Federal
Reserve Bank of New York. No representation is nthdethe Renminbi amounts could have been, orddoe) converted into United States
dollars at such rate.
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Hanwha SolarOne U.S.A. Inc. (US.

Hanwha SolarOne Investment Holding Ltd. (B’
Hanwha SolarOne Hong Kong Limited (Hong Ko
Hanwha SolarOne (Nantong) Co., Ltd. (PF

Hanwha SolarOne (Qidong) Co., Ltd. (PF

Hanwha SolarOne GmbH (Germat

Hanwha Solar Canada Inc. (Cana

Hanwha Solar Australia Pty Ltd. (Austral

Hanwha SolarOne (Shanghai) Co., Ltd. (PI

Hanwha Solar Engineering Research and Developmemit€Co., Ltd. (PRC
Hanwha SolarOne Technology Co., Ltd. (PF

Hanwha Solar Electric Power Engineering Co., LRRC)
Nantong Hanwha Import & Export Co., Ltd. (PR
Nantong Hanwha P'- Tech Energy Co., Ltd. (PR(
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Exhibit 12.1
CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE

SARBANES-OXLEY ACT OF 2002

I, Ki-Joon Hong, certify that:

1.
2.

| have reviewed this annual report on Forr-F of Hanwha SolarOne Co., Lt

Based on my knowledge, this report does notaiominy untrue statement of a material fact or dongtate a material fact necessary to
make the statements made, in light of the circuntsts.under which such statements were made, nisadisg with respect to the period
covered by this repor

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the company as of, andtffierperiods presented in this rep:

The company’s other certifying officer(s) anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag @defined in Exchange Act Rules
13&15(f) and 15-15(f)) for the company and hav

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedaotee designed under our
supervision, to ensure that material informatidatheg to the company, including its consolidatetisidiaries, is made known to us
by others within those entities, particularly dgrihe period in which this report is being prepa

(b) Designed such internal control over financédarting, or caused such internal control overrfgial reporting to be designed under
our supervision, to provide reasonable assuramgading the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

(c) Evaluated the effectiveness of the companyssldsure controls and procedures and presentéisineport our conclusions about
the effectiveness of the disclosure controls adguiures, as of the end of the period coveredibyaport based on such
evaluation; an

(d) Disclosed in this report any change in the canys internal control over financial reporting thatomed during the period cover
by the annual report that has materially affecteds reasonably likely to materially affect, thengpany’s internal control over
financial reporting; an

The company’s other certifying officer(s) andave disclosed, based on our most recent evaluatimternal control over financial
reporting, to the company’s auditors and the acmlitmittee of company’s board of directors (or pessperforming the equivalent
functions):

(@ All significant deficiencies and material weakses in the design or operation of internal cooirer financial reporting which are
reasonably likely to adversely affect the comy’s ability to record, process, summarize and refprahcial information; an

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmiifiole in the company’s
internal control over financial reportin

/s/ Ki-Joon Honc

Ki-Joon Honc

Chairman and Chief Executive Offic
April 14, 2014




Exhibit 12.2
CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE

SARBANES-OXLEY ACT OF 2002

I, Jung Pyo Seo, certify that:

1.
2.

| have reviewed this annual report on Forr-F of Hanwha SolarOne Co., Lt

Based on my knowledge, this report does notaiominy untrue statement of a material fact or dongtate a material fact necessary to
make the statements made, in light of the circuntsts.under which such statements were made, nisadisg with respect to the period
covered by this repor

Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the company as of, andffierperiods presented in this annual
report;

The company’s other certifying officer(s) anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}%(nd internal control over financial reportirag @defined in Exchange Act Rules
13e&15(f) and 15-15(f)) for the company and hav

(@) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedaoige designed under our
supervision, to ensure that material informatidatheg to the company, including its consolidatetisidiaries, is made known to us
by others within those entities, particularly dgrihe period in which this report is being prepa

(b) Designed such internal control over finance&darting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assuramgading the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

(c) Evaluated the effectiveness of the companyssldsure controls and procedures and presentédsinepport our conclusions about
the effectiveness of the disclosure controls adguiures, as of the end of the period coveredibyaport based on such
evaluation; ant

(d) Disclosed in this report any change in the canys internal control over financial reporting thatomed during the period cover
by the annual report that has materially affecteds reasonably likely to materially affect, thengpany’s internal control over
financial reporting; an

The company’s other certifying officer(s) andave disclosed, based on our most recent evaluatimternal control over financial
reporting, to the company’s auditors and the acmlitmittee of company’s board of directors (or pessperforming the equivalent
functions):

(@ All significant deficiencies and material weakses in the design or operation of internal cooirer financial reporting which are
reasonably likely to adversely affect the comy’s ability to record, process, summarize and refprahcial information; an

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmiifiole in the company’s
internal control over financial reportin

/s/ Jung Pyo Se

Jung Pyo Se

Chief Financial Office
April 14, 2014




Exhibit 13.1
CERTIFICATION
PURSUANT TO SECTION 906 OF THE
SARBANES-OXLEY ACT OF 2002

Pursuant to Section 906 of the Sarbanes-Oxley A2002 (subsections (a) and (b) of section 1358ptdr 63 of title 18, United
States Code), each of the undersigned officersaoftha SolarOne Co., Ltd. (the “Company”), herehtifées, to such officers’ knowledge,
that:

The Annual Report on Form 20-F for the year endeddinber 31, 2013 (the “Report”) of the Company aiming the financial
statements fully complies with the requirementseaftion 13(a) or 15(d) of the Securities Exchangeoh 1934 and that information contained
in the Report fairly presents, in all material rests, the financial condition and results of opgerat of the Company.

Date: April 14, 201 /s/ Ki-Joon Hong
Ki-Joon Honc
Chairman and Chief Executive Offic

Date: April 14, 2014 /s/ Jung Pyo Se
Jung Pyo Se
Chief Financial Office




Exhibit 23.1
Consent of Independent Registered Public Accouriing

We consent to the incorporation by reference infélewing Registration Statement:

1) Registration Statement (Form S-8 No. 333-1476dglamended, pertaining to the 2007 Equity IngerRlan and the 2006 Share Option
Plan of Hanwha SolarOne Co., Ltd., ¢

2) Registration Statement (Forn-3 No. 33:-192049) of Hanwha SolarOne Co., Lt

of our reports dated April 14, 2014, with respectite consolidated financial statements of Hanwtlar®ne Co., Ltd. and the effectiveness of
internal control over financial reporting of HanwBalarOne Co., Ltd., included in this Annual Refd&xrm 20-F) for the year ended
December 31, 2013.

/sl Ernst & Young Hua Ming LLP
Shanghai, the People’s Republic of China
April 14, 2014



