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The information in this preliminary prospectus sieppent is not complete and may be changed. Thisypmary prospectus supplement and
the accompanying prospectus are not an offer tmeeldo they seek offers to buy these securitieanly jurisdiction where the offer or sal
is not permitted.

Subject to Completion, Dated November 9, 2010

PRELIMINARY PROSPECTUS SUPPLEMENT
(To Prospectus Dated July 16, 2008)

Filed Pursuant to Rule 424(b)
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Solarfun

Solarfun Power Holdings Co., Ltd.
Up to US$67,843,658 Aggregate Sale Price of

American Depositary Shares

We are offering up to an aggregate sale price of $67,843,658 of American Depositary Shares, or ADS3y this prospectus supplement
and the accompanying prospectus dated July 16, 200Bach ADS represents five ordinary shares, par vak US$0.0001 per ordinary
share. The ADSs are evidenced by American DepositaReceipts, or ADRs.

Our ADSs are listed on the Nasdag Global Market undr the symbol “SOLF.” The last reported sale priceof our ADSs on November 8,
2010 was US$11.47 per ADS.

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

PRICE $ PER ADS

Underwriting
Discounts an

Price to Publi Commission: Proceeds to Compa
Per ADS $ $ $
Total $ $ $

We have granted the underwriters the right to pasetup to US$10,176,548 aggregate sale price osA®Sover over-allotments.

The Securities and Exchange Commission and statgises regulators have not approved or disappt@fg¢hese securities, or determined if
this prospectus supplement or the accompanyingpotss is truthful or complete. Any representatmthe contrary is a criminal offense.

The underwriters expect to deliver the shares tolmasers on.

MORGAN STANLEY UBS INVESTMENT BANK
HSBC WELLS FARGO SECURITIES

, 201(
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ABOUT THIS PROSPECTUS SUPPLEMENT

This document contains two parts. The first gthis prospectus supplement, which describespecific terms of the offering and other
matters relating to us and our financial conditibhe second part is the attached base prospediich gives more general information about
securities we may offer from time to time, somevbich may not apply to the ADSs we are offeringeTiiformation in this prospectus
supplement replaces any inconsistent informatictutted in the accompanying prospectus. Generatgnawve refer to the prospectus, we are
referring to both parts of this document combin&thformation in the prospectus supplement diffemsn information in the accompanying
prospectus, you should rely on the informatiorhis prospectus supplement.

In this prospectus, unless otherwise indicategnless the context otherwise requires,
 “ADRE¢" are to the American depositary receipts that evideyur ADSs
« “ADS¢<" are to our American depositary shares, each oftwipresents five ordinary shar

e “Ching’ or the"PRC" are to the Peof’s Republic of China, excluding, for the purposehis prospectus only, Taiwan and the spe
administrative regions of Hong Kong and Mac

» “conversion efficiency” are to the ability of plovoltaic, or PV, products to convert sunlight iectricity, and tonversion efficienc
rates” are commonly used in the PV industry to meathe percentage of light energy from the sunithactually converted into
electricity;

» “cost per wa” and“price per wa” are to the method by which the cost and price opRdducts, respectively, are commo
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 of powe-generating capacity or consumpti

« “MW” are to megawatt, representing 1,000,000 wattsjtaofipowel-generating capacity or consumption. In this progpedt is
assumed that, based on a yield rate of 95%, 42@,286m x 125mm or 280,000 156mm x 156mm siliconensafrre required to
produce PV products capable of generating 1 MW, e¢hah 125mm x 125mm and 156mm x 156mm PV cellgges 2.4 watts and
3.7 watts of power, respectively, and that eactm®dule contains 72 125mm x 125mm PV cells or 541B6« 156mm PV cells

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

» “shares” or “ordinary shares” are to our ordinahgares, par value US$0.0001 per share. For thppeiof computing our basic or
diluted earnings per share, the 9,019,611 ADSssaugeld to facilitate the convertible bond offerimgl ghe 30,672,689 ordinary shares
issued to Hanwha Solar are not considered outstgr

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

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

Unless otherwise stated, the translationsMBRnto U.S. dollars have been made at the exchaaigeas set forth on September 30, 2010 in
the H.10 statistical release of the Federal Redgoard, which was
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RMB6.6905 to US$1.00. We make no representationttteaRMB or dollar amounts referred to in thisgpectus supplement could have been
or could be converted into dollars or RMB, as thsecmay be, at any particular rate or at all.

References in this prospectus to our annualufiaaturing capacity assume 24 hours of operatesrdpy for 350 days per year.

LRI

Unless the context indicates otherwise, “was,” “our company” and “our” refer to Solarfun PewHoldings Co., Ltd., its predecessor
entities and its consolidated subsidiaries.

You should rely only on the information contained o incorporated by reference in this prospectus supiement, the prospectus or
any free writing prospectus prepared by us. We anthe underwriters have not authorized anyone else tprovide you with different or
additional information. We are not making an offer of the ADSs in any jurisdiction where the offer imot permitted. You should not
assume that the information contained or incorporagd by reference in this prospectus supplement or ithe prospectus is accurate as of
any date other than the date on the front of that dcument. Our business, financial condition, resultsf operations and prospectus may
have changed since that date. Neither this prospert supplement nor the accompanying prospectus coitstes an offer, or an invitation
on our behalf or on behalf of the underwriters to sbscribe for and purchase, any of the ADSs and mayot be used for or in connection
with an offer or solicitation by anyone, in any jurisdiction in which such an offer or solicitation isnot authorized or to any person to
whom it is unlawful to make such an offer or solidation.

S-ii
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STAT EMENTS

This prospectus supplement and the documeatsporated by reference contain statements ofveafal-looking nature. These statements
are made under the “safe harbor” provisions ofutfe. Private Securities Litigation Reform Act ofa®

In some cases, these forward-looking statesneari be identified by words or phrases such as,*danticipate,” “believe,” “continue,”
“estimate,” “expect,” “intend,” “is/are likely to,"may,” “plan,” “potential,” “will" or other similar expressions. We have based these forward-
looking statements largely on our current expeatetiand projections about future events and firghhends that we believe may affect our
financial condition, results of operations, busgssategy and financial needs. These forward-tapkiatements include, among other things,
statements relating to:

e our expectations with respect to our ability t-negotiate the terms of our mryear supply agreemeni
* our expectations regarding the worldwide demancfectricity and the market for solar ener

» our beliefs regarding the effects of environmenrggulation, lack of infrastructure reliability atwhg-term fossil fuel suppl
constraints

» our beliefs regarding the inability of traditiorfaksil fue-based generation technologies to meet the demardiefctricity;
» our beliefs regarding the importance of environraiyfriendly power generatior

e our expectations regarding governmental suppotth®ideployment of solar energ

» our beliefs regarding the acceleration of adoptibsolar technologie:

* our expectations with respect to advancementsiittemhnologies

« our beliefs regarding the competitiveness of olarrsoroducts

e our expectations regarding the scaling of our mactufing capacity

e our expectations with respect to revenue growthpof€itability;

* our expectations with respect to our ability tolsecaw materials, especially silic-related materials, in the futur
» competition from other manufacturers of PV produstd conventional energy supplie

» our future business development, results of opratand financial condition; at

» future economic or capital market conditio

We would like to caution you not to place uadaliance on these statements and you shouldhead statements in conjunction with the
risk factors disclosed in this prospectus suppldrf@ra more complete discussion of the risks ofrarestment in our ADSs and other risks
outlined in our other filings with the SecuritiesdaExchange Commission, or the SEC. The forwar#itapstatements included in this
prospectus supplement or incorporated by refergrioghis prospectus supplement are made only #seoflate of this prospectus supplement
or the date of the incorporated document, and weadaindertake any obligation to update the forwlaoking statements except as required
under applicable law.
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PROSPECTUS SUPPLEMENT SUMMARY

The following summary highlights selected informattontained elsewhere in this prospectus supplenfenaccompanying
prospectus and in the documents incorporated Breete in this prospectus supplement and doesombéia all the information you will
need in making your investment decision. You shaad carefully this entire prospectus supplemigrdiuding the “Risk Factors” section,
the accompanying prospectus and the documentsgocated by reference in this prospectus supplenvarith are described under
“Where You Can Find More Information About Us.”

Our Company

We are a leading manufacturer of silicon isgetafers, PV cells and PV modules in China. Weufaoture a variety of silicon ingots,
wafers, PV cells and PV modules using advanced faaturing process technologies that have helped tespidly increase our operational
efficiency. We also provide PV cell processing g&s and PV module processing services to thirdgsaWe sell our high quality PV
cells and PV modules both directly to system irdaéms and through third party distributors. In tiree months ended September 30, 2010,
we sold our products to over 40 customers, mostf@ermany, Italy, Australia, the United States,r@hiPortugal and the Czech Republic.
We conduct our business in China through our opeyaubsidiary, Linyang China.

We currently have 900 MW of annual PV moduleduaction capacity and 500 MW of annual PV celldarction capacity. In addition,
we have achieved improvements in process techn@ondyproduct quality since we commenced our comiadegrooduction in
November 2005. Our monocrystalline and multicrystalPV cells achieved conversion efficiency ratethe ranges of 17.0% to 17.8%
and 15.5% to 16.3%, respectively, in the nine mertided September 30, 2010. In addition, we cuyrbate 360 MW of annual ingot
production capacity and 400 MW of annual wire sagxdapacity. We plan to expand our PV module pradoatapacity from 900 MW to
1,500 MW, PV cell production capacity from 500 M@/1,300 MW, ingot production capacity from 360 M&/800 MW and wire sawing
capacity from 400 MW to 800 MW by the end of 20Iklan effort to further improve our technologicabability, we plan to adopt
selective emitter technology in the fourth quaae2010 and rear passivation technology in 2011.

Our principal executive offices are locate®®8 Linyang Road, Qidong, Jiangsu Province, 226P@dple’s Republic 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 S&wiLimited, PO Box 309, Ugland House, Grand Cayri{&fi-1104, Cayman Islands.

Investor inquiries should be directed to uthataddress and telephone number of our prineipadutive offices set forth above. Our
website is www.solarfun.com.cn. The information teamed on our website does not constitute a pdittisfprospectus supplement. Our
agent for service of process in the United Stat&3Ti Corporation System, located at 111 Eighth AreeNew York, New York 10011.

Our Industry

The PV industry has experienced continuedsbbrowth in both established and emerging solakets in recent years. According to
Solarbuzz, an independent solar energy researohtfie global PV market increased from 2.4 GW i2® 7.3 GW in 2009 in terms of
total annual PV installations, representing a commgoannual growth rate of 74.4% from 2007 to 200@ ia expected to increase to 20.9
GW in 2012. According to Solarbuzz, manufacturexrsdal in Asia are gaining market share due to dosir competitiveness. Our annual
module shipment has increased from 78 MW in 200F1® MW in 2009, representing a compound annualtireate of 100.3% from
2007 to 2009.
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THE OFFERING

The offering Up to US$67,843,658 aggregate sale price of Al

Offering price USs$ per AD<

The ADSs Each ADS represents five ordinary shares, par vidB®0.0001 per ordinary share. The offered ADS:¢
evidenced by American Depositary Recei

ADSs outstandin 47,620,739 ADSs, based on the last reported sale pf our ADSs of US$11.47 per ADS on Novembe

immediately after this 2010, assuming no exercise of the over-allotmetibogy the underwriters()

offering.

Ordinary shares outstand 432,412,802 ordinary shares, based on the lasttegpsale price of our ADSs of US$11.47 per ADS on

immediately after this November 8, 2010, assuming no exercise of the-allotment option by the underwriter&

offering

Depositary The Bank of New York Mellon

Private placement t Contingent upon and within seven days after theptetion of this offering, we plan to issue and se
Hanwha Solar Hanwha Solar Holdings Co., Ltd., or Hanwha Solaredain number of additional ordinary shares at th

public offering price of this offering that will lalw Hanwha Solar to maintain its level of equityr@wship ir
our company at 49.99%, pursuant to Regulation the@fSecurities Act of 1933, as amended, or the 183
Act. See"Recent Developmen— Strategic Investment by Hanwha Sc¢”

Use of proceed We intend to use the proceeds of this offeringcpital expenditures and general working capitappses

Risk factors See “Risk Factors” and other information includedhis prospectus supplement and the accompanying
prospectus for a discussion of factors you shoatéfally consider before deciding to invest in &Ss.

Nasdag Global Marke Our ADSs are listed on the Nasdaq Global Markeeutige symbao“SOLF”
Symbol for our ADS:

Ovel-allotment optior We have granted to the underwriters an option,cés@nle not later than 30 days after the dateisf
prospectus supplement, to purchase up to US$1648 @ggregate sale price of additional ADSs at the
public offering price less the underwriting disctaiand commissions set forth on the cover pagkisf t
prospectus supplemel

(1) Calculated using 41,705,861 ADSs outstanding &asookember 8, 2010. The number of ADSs that will béstanding immediatel
after this offering includes the 9,019,611 ADSsathivere issued to facilitate our convertible bofféring in January 2008. Such
ADSs have been classified as being excluded fraamestolder’ equity for accounting purpose

(2) Calculated using 402,838,412 ordinary shatgstanding as of November 8, 2010. The numberdihary shares that will be
outstanding immediately after this offering inclsdbe 9,019,611 ADSs which were issued to fadditatr convertible bond offering
in January 2008 and the 30,672,689 ordinary shsseed to Hanwha Solar in connection with Hanwhlar@opurchase of
36,455,089 ordinary shares of our company, at prevof US$0.0001 per ordinary share, in Septera®&0. Such ADSs and
ordinary shares have been classified as being @xdlfrom shareholde’ equity for accounting purpos

S-2
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RECENT DEVELOPMENTS

The following condensed consolidated balamestsdata as of December 31, 2009 has been ddroracbur audited consolidated
financial statements, which have been audited Imgt=: Young Hua Ming, an independent registeredipwdzcounting firm. The
following condensed consolidated statement of dperalata for the nine months ended September@I) and 2010 and the condensed
consolidated balance sheet data as of Septemb2030,have been derived from our unaudited condkeosesolidated financial
statements included elsewhere in this prospeciysiesment. We have prepared the unaudited condesetlidated financial statements
on the same basis as our audited consolidateddimastatements and in accordance with United Stgémerally accepted accounting
principles (“U.S. GAAP"). Results for the nine mbatended September 30, 2010 may not be indicatiwardull year results for 2010 or
for future periods. See “Operating and FinancialiBe and Prospects” included in our annual reparForm 20-F for the year ended
December 31, 2009 and filed with the SEC on May228,0 (as amended on June 29, 2010), incorporateeférence into this prospectus
supplement, for information regarding trends artpfactors that may influence our results of ofiens.

Nine Months Ended September 30,
2009 2010

Condensed Consolidated Statement of Operation

(RMB)

(RVMB)

(US$)

(In thousands, except share and per share data)

Net revenue 2,525,60! 5,414,28! 809,25:
Cost of revenue (2,324,79) (4,276,59) (639,20
Gross profil 200,81( 1,137,69. 170,04¢
Operating expenst
Selling expense (59,340 (112,919 (16,879)
General and administrative expen (130,12)) (135,83 (20,309
Research and development exper (19,182 (38,879 (5,81))
Total operating expens (208,64 (287,62) (42,99))
Operating (loss) profi (7,835 850,06 127,05
Interest expense (118,24 (121,019 (18,089
Interest incom: 3,70¢ 3,791 567
Exchange losse (9,120 (53,049 (7,929
Changes in fair value of derivative contra (5,807 40,02¢ 5,98:
Changes in fair value of conversion feature of @stible bond: (2,60¢) (223,96%) (33,47¢)
Other income 5,021 17,29( 2,58¢
Other expense (9,789 (3,77)) (564)
Government grant 5,661 26,22¢ 3,92(
(Loss) income before income tay (139,019 535,59¢ 80,05¢
Income tax expenst (16,590 (149,059 (22,279
Net (loss) incomi (155,609 386,54 57,77¢
Net (income) attributable to n-controlling interes (244) —
Net (loss) income attributable to Solarfun Powelditms Co., Ltd. shareholde (155,84 386,54 57,77¢
Net (loss) income attributable to Solarfun Powelditmys Co., Ltd. shareholders

share
Basic (0.5¢) 1.32 0.2C
Diluted (0.5¢) 1.3 0.2C
Number of shares used in computation of net (lmegime per shar
Basic 269,395,29  291,904,40  291,904,40
Diluted 269,395,29  292,740,59  292,740,59

S-3
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Condensed Consolidated Balance Sheet
Assets

Cash and cash equivalel
Restricted cas

Accounts receivabl— net
Inventories— net

Advance to supplie— net
Other current asse
Deferred tax asse— net
Derivative contract
Amount due from related parti
Fixed asset— net
Intangible asset— net
Deferred tax asse— net
Long-term deferred expens
Goodwill

Total asset

Shor-term bank borrowing
Long-term bank borrowings, current porti
Accounts payabl

Notes payabli

Accrued expenses and other liabilit
Customer deposi

Deferred tax liabilitie:
Unrecognized tax bene

Derivative contract

Amount due to related parti
Long-term bank borrowing
Deferred tax liabilities

Convertible bond

Total Liabilities

Redeemable ordinary shares (par value US$0.0004haee; 45,098,055 shares issued
and outstanding as of December 31, 2009 and Septedb 2010

Total shareholde’ equity

Total liabilities, redeemable ordinary shares amafrsholder equity

S-4

As of As of
December 31 September 30
2009 2010
(RMB) (RMB) (US$)
(In thousands)

645,72( 1,296,73 193,81°
60,53¢ 63,85¢ 9,54¢
587,48t 1,289,933 192,80(
783,97 689,56¢ 103,06t
979,76 1,246,33I 186,28
180,31 236,28 35,31¢
63,11¢ 75,73¢ 11,32(
7,36( 1,91C 28E
12,45¢ — —
1,586,28: 1,829,39! 273,43.
208,56 206,85¢ 30,91¢
13,78¢ 16,23¢ 2,42
33,15¢ 29,63¢ 4,43(
134,73t 134,73t 20,13¢
5,297,25! 7,117,21! 1,063,78I
404,76« 748,01( 111,80:
90,00( 202,50( 30,26
441,76¢ 528,90: 79,05:
186,92: 142,50¢ 21,30(
191,89¢ 356,86( 53,33¢
59,68¢ 127,49¢ 19,057
76€ 11E
27,38¢ 27,38¢ 4,09t
1,14¢ 70,60: 10,55t
16,76¢ 13,76 2,05¢
380,00( 200,00( 29,89:
26,56¢ 26,12 3,90¢
658,65 928,36 138,75¢
2,485,55| 3,373,29! 504,19¢
55 55 8
2,811,65: 3,743,86! 559,57¢
5,297,25! 7,117,21! 1,063,78I
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The following table set forth a summary of cash flows for the periods indicated:

Nine Months Ended September 30,

2009 2010

(RMB) (RMB) (US$)

(In thousands, except share and per share data)
Net cash provided by operating activit 383,68 218,04. 32,58¢
Net cash used in investing activiti (362,119 (363,242) (54,297
Net cash provided by financing activiti 360,71! 796,21! 119,007
Net increase in cash and cash equival 382,28! 651,01 97,30«

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

Our total net revenues increased to RMB5,4lBon (US$809.3 million) in the nine months erd8eptember 30, 2010 from
RMB2,525.6 million in the nine months ended Septeng®, 2009. Our net revenues derived from our Rdute business (excluding PV
module processing) increased to RMB4,806.7 mil(ild8$718.4 million) in the nine months ended Sepiend®, 2010 from RMB2,222.5
million in the nine months ended September 30, 260@ primarily to the increase in our PV modulesaolume to 413.4MW in the nine
months ended September 30, 2010 from 134.5 MWemthe months ended September 30, 2009. The ircheasir PV module sales
volume was partially offset by a decrease in therage selling price of our PV modules (excludingrB®dule processing) by 29.6% to
RMB11.63 (US$1.74) per watt in the nine months enBleptember 30, 2010 from RMB16.52 per watt inrtine months ended
September 30, 2009 in accordance with the chamgesitket prices of PV products. In the nine momtihded September 30, 2010, we
derived 88.8% of our total net revenues from the s&PV modules, compared to 88.0% in the nine tth@ended September 30, 2009.

Cost of Revenues and Gross Profit

Our cost of revenues increased by 84.0% to R)B5.6 million (US$639.2 million) in the nine mbstended September 30, 2010 fro
RMB2,324.8 million in the nine months ended Septeng@, 2009. In particular, the costs associatéd RV module production increased
by 81.3% to RMB3,781.4 million (US$565.2 milliom) the nine months ended September 30, 2010 from RGES.2 million in the nine
months ended September 30, 2009, due primarily io@ease in our expenditures on raw materials;lmvas caused by an increase in
the sales volume of our PV products. Our write-d@fimventories decreased to RMB99.2 (US$14.8 aniliin the nine months ended
September 30, 2010 from RMB242.2 million in theenmonths ended September 30, 2009 which mainlesepted the unqualified
silicon materials down-grade and low-effeciency é8s and PV modules.

As a result of the foregoing, our gross prifireased to RMB1,137.7 million (US$170.0 millian)the nine months ended
September 30, 2010 from RMB200.8 million in theenmonths ended September 30, 2009. Our gross prafiin increased to 21.0% in
the nine months ended September 30, 2010 from B1@ke nine months ended September 30, 2009, phintecause we benefited from
decreases in the unit costs of silicon, siliconessfind other raw materials, which more than offsetecrease in the average selling pri
of our PV products, and because we were able teweehigher operational efficiency and a highelizgtion rate for our manufacturing
facilities.

Operating Expenses and Operating (Loss) Profit

Our operating expenses increased by 37.99BX7.6 million (US$43.0 million) in the nine morstiended September 30, 2010 fror
RMB208.6 million in the nine months ended Septen8er2009. Our operating expenses as a percentage ttal net revenues
decreased to 5.3% in the nine months ended Septe&3@p2010 from 8.3% in the nine months ended $eipée 30, 2009.

Our selling expenses primarily consist of warrasigts, marketing and promotional expenses, andeslaommissions, share-based
compensation charges, traveling expenses and befefour sales and marketing

S-5
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personnel. Our selling expenses increased by 9G3#1B112.9 million (US$16.9 million) in the nineanths ended September 30, 201
from RMB59.3 million in the nine months ended Sepber 30, 2009, due primarily to an increase in amay costs of RMB26.1 million
(US$3.9 million), as a result of the increase in et revenues, and our additional marketing a@&wiand hiring of sales personnel in order
to expand our customer base and geographic coveBafi|mg expenses as a percentage of our totakmehues decreased to 2.1% in the
nine months ended September 30, 2010 from 2.3%eimine months ended September 30, 2009.

Our general and administrative expenses piiyneonsist of salaries and benefits of our adntratsve staff, depreciation charges of
fixed assets used for administrative purposes,alisas administrative office expenses, includingpag others, consumables, traveling
expenses, insurance and share compensation exgenses administrative personnel. Our general adihinistrative expenses increased
by 4.4% to RMB135.8 million (US$20.3 million) ingmine months ended September 30, 2010 from RMRBRI80lion in the nine months
ended September 30, 2009, due primarily to an &serén professional fees we incurred in the ninathmended September 30, 2010.
General and administrative expenses as a perceotage total net revenues decreased to 2.5% imithee months ended September 30,
2010 from 5.2% in the nine months ended Septembe2(B9.

Our research and development expenses printanilsist of materials used for research and dewatmt purposes, salaries and benefits
of our research and development staff, depreciati@nges, and travel expenses incurred by ournasead development staff or
otherwise in connection with our research and dgraekent activities. Our research and developmenrgresgs increased to
RMB38.9 million (US$5.8 million) in the nine montkesded September 30, 2010 from RMB19.2 milliorhia nine months ended
September 30, 2009. The increase was primarilyuseceve hired additional research and developmefittstconduct additional research
and development activities in the nine months erigkgatember 30, 2010. Research and developmentsegan a percentage of our total
net revenues decreased to 0.7% in the nine monttexieSeptember 30, 2010 from 0.8% in the nine nsoatided September 30, 2009.

As a result of the foregoing, our operatingfipwas RMB850.1 million (US$127.1 million) in thene months ended September 30,
2010, compared to an operating loss of RMB7.8 arilin the nine months ended September 30, 2009ofernating profit margin
increased to 15.7% in the nine months ended Septedth 2010 from a negative margin of 0.3% in time months ended September 30,
2009.

Interest Expenses, Exchange Losses, Other Incorpe(iEes), Changes in Fair Value of Derivative Cacts, Changes in Fair Value of
Conversion Feature of Convertible Bonds and GoveminGrants

We generated interest income of RMB3.8 mill{prs$0.6 million) and at the same time incurreéiiest expenses of RMB121.0 milliof
(US$18.1 million) in the nine months ended Septen3Be 2010, compared to interest income of RMB3ilfian and interest expenses of
RMB118.2 million in the nine months ended Septen8er2009. The increase in interest expenses wagidumarily to our increased bank
borrowings.

We incurred exchange losses of RMB53.0 mil{id8$7.9 million) in the nine months ended Septandfe 2010, compared to
exchange losses of RMB9.1 million in the nine merghded September 30, 2009, due primarily to tpeedétion of the Euro against the
Renminbi.

Our other income increased to RMB17.3 milligf$$2.6 million) in the nine months ended Septen®#er2010 from RMB5.0 million
in the nine months ended September 30, 2009, doaply to an increase in sales of scrap matedalsie expanded our operations. Our
other expenses decreased to RMB3.8 million (USB0li6on) in the nine months ended September 30026dm RMB9.8 million in the
nine months ended September 30, 2009 primarilyuseca decrease in bank charges.

We recorded an increase of RMB40.0 million $89® million) in changes in fair value of derivaigontracts to reflect the realized anc
unrealized net gain arising from the changes offaliue of our foreign currency derivative instrurteein the nine months ended
September 30, 2010.

We recorded a decrease of RMB224.0million (B8% million) in changes in fair value of conversieature of convertible bonds in th
nine months ended September 30, 2010 as a restiiaafies in our ADS price.

(0]
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Our government grants increased to RMB26.2ani{US$3.9 million) in the nine months ended ®epber 30, 2010 from
RMBS5.7 million in the nine months ended Septeml®rZ®09, primarily because we received unconditigoaernment grants from
various government entities in the nine months dr&kptember 30, 2010.

Income Tax Expenses

Our income tax expenses increased to RMB1ddlibn (US$22.3 million) in the nine months end8dptember 30, 2010 from
RMB16.6 million in the nine months ended Septen8ikr2009, due primarily to the increase in our kd&ancome. In addition, Jiangsu
Linyang Solarfun Co., Ltd., our operating subsidigr China, is subject to an income tax rate of 1&8&ting from January 1, 2010,
compared to 12.5% in the year ended December 3B, 20

Consolidated Net (Loss) Income

As a result of the cumulative effect of theab factors, we had consolidated net income of R&B3 million (US$57.8 million) in the
nine months ended September 30, 2010, comparebbss af RMB155.6 million in the nine months end@abtember 30, 2009. Our net
profit margin increased to 7.1% in the nine morhded September 30, 2010 from a negative margh2éb in the nine months ended
September 30, 2009.

Liquidity and Financial Resources

Our net cash provided by operating activities RMB218.0 million (US$32.6 million) in the ningonths ended September 30, 2010,
which was derived from consolidated net income BIE386.5 million (US$57.8 million), adjusted to reflt a net increase relating to nont
cash items and a net decrease relating to changgserating assets and liabilities. The adjustmesitging to non-cash items were
primarily comprised of an increase in changes invialue of conversion feature of convertible bofi&RMB224.0 million
(US$33.5 million), depreciation and amortizatiorRi1B136.1 million (US$20.3 million), write-down @fiventories of RMB99.2 million
(US$14.8 million) and unrealized loss from derivattontracts of RMB74.9 million (US$11.2 millioM)he adjustments relating to
changes in operating assets and liabilities, wheshilted in a net decrease of RMB814.3 million (U&7 million), were primarily
comprised of:

* anincrease of RMB703.2 million (US$105.1 milljan accounts receivable, primarily as a resuthefincrease in our net
revenues and because we granted our customers lonegiét terms to enhance the competitiveness oPduproducts

» anincrease of RMB266.7 million (US$39.9 milliom)advance to suppliers primarily as a result oféased prepayments to ¢
suppliers for purchases of silic-related materials

* anincrease of RMB116.7 million (US$17.4 millidn)accrued expenses and other liabilities, prilpahiie to an increase in
income tax payables, as a result of the increaeeritaxable income, and warranty costs, as atrethe increase in our net
revenues; an

* anincrease of RMB114.5 million (US$17.1 millian)other current assets, primarily because theease of tax recoverables in
relation to the export tax rebat:

Our net cash used in investing activities R&B363.2 million (US$54.3 million) in the nine mdrstended September 30, 2010,
primarily consisting of RMB355.0 million (US$53.1iliron) of cash used for the acquisition of fixesisats, primarily our manufacturing
machinery and equipment.

Our net cash provided by financing activitiedss RMB796.2 million (US$119.0 million) in the ningonths ended September 30, 2010Q.
This was mainly attributable to proceeds from stenn bank borrowings of RMB1,066.2 million (US$1%%illion) and proceeds from
our issuance of ordinary shares of RMB510.3 mil(joi$$76.3 million), partially offset by our paymeraf short-term bank borrowings of
RMB723.0 million (US$108.1 million).

As of September 30, 2010, we had outstandiogt4erm bank borrowings of RMB748.0 million (USH18 million), which bore an
average interest rate of 4.48% per annum. These-&rm bank borrowings have terms of one montbrte year.
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As of September 30, 2010, we had outstanding-term bank borrowings of RMB402.5 million (US$B0nillion), of which the current
portion amounted to RMB202.5 million (US$30.3 nailt), which will be due from December 29, 2010 tpt8mber 29, 2011, and the nor
current portion amounted to RMB200.0 million (US$#nillion), which will be due from December 26,120to September 13, 2012. Ou
long-term bank borrowings outstanding as of SeptBh, 2010 bore an average interest rate of 5d2annum.

As of September 30, 2010, we had RMB1,155/8ami(US$172.5 million) principal amount of 2018rvertible bonds outstanding.
The holders of the 2018 convertible bonds haveitie to require us to repurchase all or a portbtheir bonds on January 15, 2015 at 4
repurchase price equal to 100% of the principalwamof the notes to be repurchased, plus accrueédiapaid interest, if any.

In addition, as of September 30, 2010, wedradunt due to related parties of RMB13.8 millior5&2.1 million), consisting of
RMB9.3 million (US$1.4 million) due to Ya An Yongwg Silicon Co., Ltd., in which our largest shareteslHanwha Solar holds a
49.99% equity interest, in relation to our purchafpolysilicon, and RMB4.4 million (US$0.7 milligrdue to SMIC Energy Technology
(Shanghai), a wholly owned subsidiary of SMIC, anpany where David N.K. Wang, our independent dinecerves as president and
chief executive officer, in relation to lease aedvice payments.

As of September 30, 2010, we had cash andempsikialents in the amount of RMB1,296.7 million§$L93.8 million). Our cash and
cash equivalents primarily consist of cash on hdediand deposits and liquid investments with oabmaturities of three months or less
that are placed with banks and other financialtinsbns.

Strategic Investment by Hanwha Solar

We entered into a share purchase agreemehtigust 3, 2010 with Hanwha Chemical Corporationtianwha Chemical, a leading
global chemical company headquartered in Koreaguwthich Hanwha Chemical agreed to purchase 368)89%rdinary shares from us a
a price of US$2.144 per ordinary share, which apoads to a price of US$10.72 per ADS. Hanwha Ctasubsequently assigned and
transferred its rights and obligations under trersipurchase agreement to Hanwha Solar Holdingd.@b, or Hanwha Solar, a wholly
owned subsidiary of Hanwha Chemical and the salepamnchase of these ordinary shares was consummat8dptember 16, 2010. In
addition, we entered into a share issuance andalease agreement on September 16, 2010 with HaBwolaa, under which we agreed to
issue to Hanwha Solar a total of 45,080,019 orglisaeares at par value of US$0.0001 per ordinargeshehich shares shall remain
outstanding so long as and to the extent that @611 ADSs we issued to facilitate our convéetiiond offering in January 2008
remain outstanding. Pursuant to the share issummteepurchase agreement, we issued to Hanwha3p&#2,689 ordinary shares on
September 16, 2010 and an additional 14,407,330amdshares are expected to be issued to Hanwlaa &ar value upon obtaining
shareholder approval for this issuance. The totatgeds to us from these transactions amountgopimeimately US$78 million. At the
same time, Hanwha Solar completed the acquisifimms Good Energies Il LP and Yonghua Solar Poweestment Holding Ltd. of a
total of 120,407,700 ordinary shares and 1,28140%s of our company, representing all of the ordirghares and ADSs held by them.
As a result of these transactions, Hanwha Solais@awh9.99% equity interest in our company, takiig account the previously agreed
issuance of an additional 14,407,330 ordinary shrédanwha Solar at par value.

In connection with the share issuance to Han@blar, we and Hanwha Solar entered into a shiglehagreement on September 16,
2010 that provides for certain rights for Hanwh#agdncluding:

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

» A preemptive right to acquire additional ordinahages of our compan

* Aright to designate three directors, including olirector to serve on our nominating committee;

* Aright to veto major corporate actions, includihg amendment of our memorandum and articles ofcég#on, declaration ¢
dividends and liquidatior
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Pursuant to the shareholder agreement, Ha®olaa agreed not to commence an offer to acquinéraloof a majority of our company
during a one-year period starting from Septembel0&0. Hanwha Solar has also agreed to be subjadiock-up arrangement. See
“Description of Share Capital — Lock-Up.”

Changes in Board of Directors

In connection with the investment by Hanwhéageffective September 16, 2010, Mr. Yonghua hd 8r. John Breckenridge
resigned as directors and Mr. Terry McCarthy arafddsor Ronggiang Cui resigned as independenttdieeof our company. On the sam
date, three designees of Hanwha Solar, Mr. Ki-Jéong, Mr. Dong Kwan Kim and Mr. Wook Jin Yoon, weaxppointed as directors of
our company.
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RISK FACTORS

You should consider carefully the following factas well as the other information set forth irstprospectus supplement, the
accompanying prospectus and in the documents icated by reference in this prospectus supplemefarb making an investment decision.
Some of the following risks relate principally keetindustry in which we operate and our busineggeimeral. Other risks relate principally to
the securities market and ownership of our ADSy. &rihe risk factors could significantly and negaly affect our business, financial
condition or operating results and the trading friof our ADSs. You could lose all or part of yowdstment.

Risks Related to Our Company and Our Industry
Demand for our PV products has been, and may con#rto be, adversely affected by volatile market amdlistry trend.

Demand for our PV products has been affecyegldbal economic conditions, capital markets flattons and credit disruptions. During the
second half of 2008 and the first half of 2009, ynahour key markets, including Germany, Spain trelUnited States, and other national
economies experienced a period of economic cofdraot significantly slower economic growth. Thelgal financial crisis, weak consumer
confidence and diminished consumer and businesgisgghave 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 oupriedfucts depend on debt financing to
fund the initial capital expenditure required toghase our PV products. During the global cred#isrmany of our customers and many end-
users of our PV products experienced difficultie®btaining financing, and even if they were ablebtain financing, the cost of such
financing had increased such that they changeddleeision or changed the timing of their decigimpurchase our PV products. There can be
no assurance that our customers or end-usersevilble to obtain financing on a timely basis oreesonable terms, which could have a
negative impact on their demand for our producising interest rates may make it difficult for ensers to finance the cost of PV systems and
therefore reduce the demand for our PV productsoatehd to a reduction in the average sellinggpdatour PV products. A protracted
disruption in the ability of our customers to ohtéinancing could lead to a significant reductiarfuture orders for our PV products, which in
turn could have a material adverse effect on osinass, financial condition and results of operetio

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

Beginning in the fourth quarter of 2008, dech&or PV products had decreased, but the suppBMoproducts has increased significantly as
many manufacturers of PV products worldwide, inolgdour company, have engaged in significant prtidoaapacity expansion in recent
years. As a result, this state of over supply kaslted in reductions in the prevailing market @siof PV products as manufacturers h
reduced their average selling prices in an attempbtain sales. The average selling price of aunf®dules per watt decreased from
RMB28.20 in 2007 to RMB26.77 in 2008 and to RMBI5i2 2009. The average selling price of our PV mesl{excluding PV module
processing) in the nine months ended Septembe&t@®@ was RMB11.63 (US$1.73) per watt. Our net profirgin decreased from a positive
margin of 6.2% in 2007 to a negative margin of 5iA%008 and to a negative margin of 3.8% in 2@Q net profit margin in the nine
months ended September 30, 2010 was 7.1%. Thegevsedling prices of our PV products may declimghier, which could cause our sales
and/or our profit margins to decline and have aemiatadverse effect on our business, financiatl@@n, 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 ou
maintain market share.

Silicon is an essential raw material usedh@production of solar cells and modules. Priantd-2008, there was an industry-wide shortage
of silicon. Increases in the price of silicon hawvéhe past increased our production costs, andsemjficant price increase in the future may
adversely impact our business and results of opasatDue to the historical scarcity of siliconpply chain management and financial strength
were the key barriers to entry. In late 2008 an@d2®owever, newly available silicon capacity hesutted in an increased supply of silicon,
which resulted in downward pressure on the pricgilmfon. However, we cannot assure you that tieef silicon will continue to decline or
remain at its current levels, especially if thebglbsolar power market regains its growth momentdisithe shortage of silicon eases, industry
barriers to entry become less significant and tHierfarket may become more competitive. If we faittompete successfully,
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our business may suffer and we may lose or be artalijain market share and our financial condiind results of operations may be
materially and adversely affected. Such price rédos could have a negative impact on our reveanesnet income, and materially and
adversely affect our business and results of ojpesat

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

We believe that the near-term growth of thekagfor “on-grid” applications, where solar eneligyused 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
As a portion of our sales is in the on-grid markie¢, reduction or elimination of government subssdind economic incentives may hinder the
growth of this market or result in increased pdoenpetition, which could decrease demand for oadpets and reduce our revenue.

The cost of solar energy currently exceedstst of power furnished by the electric utilitycgin many countries. As a result, federal, state
and local governmental bodies in many countriesstmotably Germany, Spain, Italy, the United Stafesstralia, Korea, France and the Cz
Republic, have provided subsidies and economimiinges in the form of rebates, tax credits and oiheentives to end users, distributors,
system integrators and manufacturers of PV prodogtsomote the use of solar energy in on-grid igpfibns and to reduce dependency on
other forms of energy. Certain of these governmenhomic incentives are set to be reduced and magduced further, or eliminated. For
instance, in 2009, the German government redudad fe@d-in tariffs by 9%. In July 2010, the govwaent of Germany reduced feed-in tariffs
for rooftop installations, ground-mounted instattas on commercial land and ground-mounted ingtaila on converted land by 13%, 12%
and 8%, respectively. Beginning in October 201@hezategory of feed-in tariff will be reduced bjuather 3%. Installations on agricultural
land are ineligible for incentives. In 2007, 202809 and the nine months ended September 30, B&EMany accounted for 49.9%, 53.3%,
70.6% and 65.3% of our net revenues, respectilrelgddition, political changes in a particular ctyrcould result in significant reductions or
eliminations of subsidies or economic incentivdsckic utility companies that have significant itiokl lobbying powers may also seek
changes in the relevant legislation in their magkbat may adversely affect the development andhoential acceptance of solar energy. The
reduction or elimination of government subsidied anonomic incentives for on-grid solar energy mapions, especially those in our target
markets, could cause demand for our products andaiuevenues to decline, and have a materialraeaffect on our business, financial
condition, results of operations and prospects.

Our ability to adjust our raw material costs may bmited as a result of our entering into multi-yeaupply agreements with many of our
silicon and silicon wafer suppliers, and it may biéficult for us to respond in a timely manner taapidly changing market conditions, whic
could materially and adversely affect our cost @venues and profitability.

Prior to mid-2008, there was an industry-wstlertage of silicon-related materials includingcsih, silicon wafers and PV cells, which
resulted in significant increases in the pricetheke raw materials. To secure an adequate anty thogply of silicon-related materials during
the earlier periods of supply shortage, we entareda number of multi-year supply agreements. pjifiges in these agreements were generally
pre-determined, but some of these agreements mb¥al adjustments in subsequent years to reflEmges in market conditions or through
mutual agreement. Since the fourth quarter of 2@@8market prices for silicon-related materialgehbeen decreasing significantly. Spot
market prices of silicon-related materials havéefabelow the prices we have contracted for withlong-term suppliers and continued to
decline in 2009. The rapid declines in the pricesilcon-related materials coupled with decreasedemand for PV products have hampered
our ability to pass on to our customers the costunfraw materials which were procured at highé&gs during the earlier periods of supply
shortage. Our write-down of inventories increagedchfRMBO0.8 million in 2007 to RMB413.8 million in0®8, then decreased to RMB282.6
million in 2009. Our inventory write-downs amountedRMB99.2 million (US$14.8 million) in the nineanths ended September 30, 2010.

Due to the significant decrease in priceslafon-related materials, we re-negotiated mostuf existing multi-year supply agreements.
Currently, the pricing terms of these multi-yearesgnents are generally subject to review eithépgially or upon significant changes in
prices on the spot market. While we have obtaieedced prices and other concessions from our sipplve cannot assure you that we will
be able to obtain reduced prices from all of oypdiers in the future. If the prices of siliconat#d materials continue to decrease in the future
and we are unable to re-negotiate the prices oéristing multi-year supply agreements, we mayheoable to adjust our materials costs, and
our cost of revenues could be materially and aghers
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affected. In addition, the prices of our other raaterials are also subject to market forces beyamaontrol. If the prices of these materials
increase in the future, our cost of revenues cbalthaterially and adversely affected.

Furthermore, other PV module manufacturers beagble to purchase silicon-related materialsherspot market at lower prices than those
we have contracted for with our suppliers. We ekpec commitments in connection with our multi-ysapply agreements will continue to be
significant. In the event we are unable to re-nieg@tor fulfill our obligations under our supplyragments, we may be subject to significant
inventory build-up and may be required to makehferrinventory write-downs and provision for thesenmitments, which could have a
material adverse effect on our business, finarmgatlition, results of operations and prospecthdfprices we pay for silicon-related materials
are significantly higher than the prices paid by competitors, our competitive cost advantage oflpcing modules could decrease. Our
inability to reduce a key manufacturing cost to shene degree as our competitors could adversegtadfir ability to price our products
competitively and our profit margins.

We may be subject to legal, administrative or otipeoceedings in connection with the multi-year supmagreements we entered into
previously and such proceedings can be both coatlg time consuming and may significantly divert tieéforts and resources of ot
management personnel.

During the course of renegotiation of soméhefmulti-year supply agreements we entered irdoipusly, we may be subject to legal,
administrative or other proceedings if mutual agreset cannot be reached between us and our supl@rexample, on June 8, 2009, Jiangxi
LDK Solar Hi-Tech Co., Ltd., or LDK, one of our quifers of silicon wafers, submitted an arbitratrequest to the Shanghai Arbitration
Commission, alleging that we had failed to perfamder the terms of a long-term supply agreemenbnfract value of approximately
RMBB800 million, seeking to enforce our performamacel claiming for monetary relief. We are in arhitya with respect to the alleged breac
and expect the arbitration to be concluded by titead 2010. There is no assurance that we willlide t successfully defend or resolve such
legal or administrative proceedings in the neaurkior at all. Such legal and administrative prdasgs can be both costly and time consuming
and may significantly divert the efforts and resmsr of our management personnel. If there is amgrad judgments, our financial condition,
results of operations and liquidity could be matkyiand adversely affected.

Prepayments we have provided to our silicon anécsih wafer suppliers expose us to the credit rigfsuch suppliers and may increase ¢
costs and expenses, which could in turn have a matedverse effect on our liquidity.

Most of our multi-year supply agreements thatentered into during the earlier periods of sygplortage required us to make prepayments
of a portion of the total contract price to our gligrs without receiving collateral for such prepents. As of December 31, 2007, 2008, 2009
and September 30, 2010, we had advanced RMB640iarmRMB1,145.6 million, RMB979.8 million and RMB246.3 million
(US$186.3 million), respectively, to our supplidrs 2008, 2009 and the nine months ended Septe&th@010, we recorded a provision of
RMB42.0 million, RMB234.7 million and RMBO0.1 millio(US$0.01 million), respectively, for doubtful tition of advances to suppliers due
to non-performance by some of our suppliers, whishulted in the prepayments we made to these suppleing categorized as unrecoverable.
Our claims for such payments are unsecured claimigh expose us to the credit risks of our supglierthe event of their insolvency or
bankruptcy. Our claims against the defaulting sigpphvould rank below those of secured creditotictvwould undermine our chances of
obtaining the return of our prepayments. If sugbpdiers fail to fulfill their delivery obligationander the contracts, our financial condition,
results of operations and liquidity could be matidyiand adversely affected.

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

There is limited historical information avdila about our company upon which you can base gealuation of our business and prospects.
We began operations in August 2004 and shippedirstPV modules and our first PV cells in Februdf05 and November 2005,
respectively. With the rapid growth of the PV inttygrior to the fourth quarter of 2008, our busisdias grown and evolved at a rapid rate. As
a result, our historical operating results mayprowide a meaningful basis for evaluating our bes# financial performance and prospects anc
we may not be able to achieve a similar growth irafeture periods, particularly in light of thegsificant economic volatility in recent months
in our target markets. Therefore, you
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should consider our business and prospects indifjtite risks, expenses and challenges that wefagd as a company with a relatively short
operating history in a competitive industry seekinglevelop and manufacture new products in a lapibwing market, and you should not
rely on our past results or our historic rate avgh as an indication of our future performance.

Our future success substantially depends on ourliépto 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 depends on our abilityanage our production and facilities effectively amdeduce our manufacturing costs. Our
efforts to reduce our manufacturing costs includedring our silicon and auxiliary material costaproving manufacturing productivity and
processes, and improving product quality. If wearable to achieve these goals, we may be unalled®ase our costs per watt, to maintain
our competitive position or to improve our profité. Our ability to achieve such goals is subjexsignificant risks and uncertainties,
including:

» our ability to r-negotiate our existing mu-year supply agreemen

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

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

» delays in obtaining or denial of required approwslselevant government authorities; ¢

« diversion of significant management attention atietoresources to other matte

If we are unable to establish or successfulke improvements to our manufacturing facilitiesooreduce our manufacturing costs, or if
encounter any of the risks described above, welmaynable to improve our business as planned.
We depend on a limited number of customers for gihpercentage of our revenue and the loss of, aignificant reduction in orders from,
any of these customers, if not immediately replacewuld significantly reduce our revenue and decseaour profitability.

We currently sell a substantial portion of &Y products to a limited number of customers. flugr largest customers accounted for an
aggregate of 43.0%, 53.2%, 65.7% and 56.9% of eureavenues in 2007, 2008, 2009 and the nine mamted September 30, 2010,
respectively. Our largest customer in 2007, 200892and the nine months ended September 30, 2@bdiated for 12.6%, 22.2%, 40.6% and
37.3% of our net revenues of the respective peNtmkt of our large customers are located in Eurppetjcularly in Germany, Italy, Portugal
and the Czech Republic. The loss of sales to apyobthese customers would have a significant megahpact on our business. Sales to our
customers are mostly made through non-exclusivangaments. Due to our dependence on a limited nuafloeistomers, any one of the
following events may cause material fluctuationsleclines in our revenue and have a material adwdfect on our financial condition and
results of operations:

» reduction, delay or cancellation of orders from onenore of our significant custome
» selection by one or more of our significant disitidr customers of our competit’ products;
* loss of one or more of our significant customers aar failure to identify additional or replacemenstomers
» any adverse change in the bilateral or multilateeade relationships between China and Europeantdes, particularly Germany; ai
» failure of any of our significant customers to maikeely payment for our product
We expect our operating results to continugejpend on sales to a relatively small number sefasuers for a high percentage of our reve
for the foreseeable future, as well as the abilftthese customers to sell PV products that ina@atgoour PV products.
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We enter into framework agreements with maingun customers that set forth our customers’ pasehgoals and the general conditions
under which our sales are to be made. However, Bantework agreements are only binding to the eéxdagrurchase 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 had to re-negotiateesof our framework agreements due to the disaggats with our customers relating to the
volumes, delivery schedules and pricing terms éoathin such agreements. However, it may not alviey our best interests to re-negotiate
our framework agreements and disagreements on teaypescalate into formal disputes that could casse experience order cancellation
harm our reputation.

Furthermore, our customer relationships haentdeveloped over a short period of time. We calp@eertain that these customers will
generate significant revenue for us in the futuré these customer relationships will continued&velop. If our relationships with customers
not continue to develop, we may not be able to edaur customer base or maintain or increase agtomers and revenue.

Our dependence on a limited number of suppliers gosubstantial majority of silicon-related matergimay prevent us from delivering our
products in a timely manner to our customers in thequired quantities, which could result in ordeancellations, decreased revenue a
loss of market share.

In 2007, 2008, 2009 and the nine months eg#grdember 30, 2010, our five largest suppliers Igeghm the aggregate 59.0%, 42.0%,
51.6% and 56.5%, respectively, of our total silieow silicon wafer purchases. If we fail to devetopnaintain our relationships with these or
our other suppliers and we are unable to obtaisetineaterials from alternative sources in a timedyyner or on commercially reasonable tel
we may be unable to manufacture our productstimely manner or at a reasonable cost, or at@adl,a&s a result, we may not be able to de
our products to our customers in the required dtiesitat competitive prices and on acceptable sesfrdelivery. Problems of this kind could
cause us to experience order cancellations, inedeasnufacturing costs, decreased revenue andflosarket share. In addition, some of our
suppliers have a limited operating history and tigdifinancial resources, and the contracts we edtieto with these suppliers do not clearly
provide for adequate remedies to us in the evenbéithese suppliers is not able to, or otherwisestnot, deliver, in a timely manner or at all,
any materials it is contractually obligated to defi Some of our major silicon wafer suppliersddito fully perform on their silicon wafer
supply commitments to us where there was an inghwgitte shortage of silicon and silicon wafers. Agault, we did not receive all of the
contractually agreed quantities of silicon wafemf these suppliers. We cannot assure you thatilvaat experience similar or additional
shortfalls of silicon-related materials from ouppliers in the future or that, in the event of sgbbrtfalls, we will be able to find other silicon
suppliers to satisfy our production needs. Anyupsion in the supply of silicon wafers to us mayeely affect our business, financial
condition and results of operations.

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

We depend on the timely delivery by our sugngliof silicon-related materials in sufficient vales. Until mid-2008, there was an industry-
wide shortage of silicon-related materials. Whike @ not believe a similar industry-wide shortafsilicon-related materials will re-occur in
the short term because of current market conditiorsthe expansion of silicon and silicon wafer ofaoturing capacity in recent years, we
cannot assure you that market conditions will myatia rapidly change or we will always obtain su#fitt quantities of silicon-related materials
in a timely manner. We may experience actual sgegaf silicon-related materials or late or faitkdivery for the following reasons:

» the terms of our silicon and silicon wafer contsaetth, or purchase orders to, our suppliers magltazed or cancelled as a resul
our ongoing r-negotiations with therr

» there are a limited number of silicon and siliweafer suppliers, and many of our competitors plschase silicon-related materials
from these suppliers and may have longer and stramgationship with these suppliers than we

» some of our silicon and silicon wafer suppliersndd manufacture silicon themselves, but insteadipse their requirements frc
other vendors. It is possible that these suppliéfnot be able to obtain sufficient silicon ofisbn wafers to satisfy their contractual
obligations to us; an
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» our purchase of silic-related materials is subject to the business rfisluosuppliers, one or more of which may go oubasginess fo
any one of a number of reasons beyond our comtrilé current economic environme

If we fail to obtain delivery of silicon-reled materials in amounts and according to time adleedhat we expect, we may be forced to
reduce production, which will adversely affect oewenues. Our failure to obtain the required an®ofsilicon-related materials on time and
at commercially reasonable prices could substayniialit our ability to meet our contractual obligans to deliver PV products to our
customers. Any failure by us to meet such obligegtioould have a material adverse effect on ourtatipn, retention of customers, market
share, business and results of operations and utggcs us to claims from our customers and othgputes.

We currently have a significant amount of debt otaading. Our substantial indebtedness may limit outure financing capabilities and
could adversely affect our business, financial catioh and results of operations.

The principal amount of our total bank borrogs outstanding was RMB874.8 million and RMB1,15®i8ion (US$172.0 million) as of
December 31, 2009 and September 30, 2010, resplctdf which RMB404.8 million and RMB748.0 milliofyS$111.8 million),
respectively, was short-term bank borrowings. Iditoh, we had US$172.5 million principal amountaoinvertible bonds, with fair value of
RMB658.7 million and RMB928.4 million (US$138.8 fioh), outstanding as of December 31, 2009 ande3eiper 30, 2010, respectively. C
debt could have a significant impact on our futoperations and cash flow, including:

* making it more difficult for us to fulfill paymerand other obligations under our outstanding debtyuding repayment of our longnd
short-term credit facilities should we be unablelitain extensions for any such facilities beféveytmature, as well as our obligations
under our convertible bond

» triggering an event of default if we fail to colpmpvith any of our payment or other obligations tained in our debt agreements, which
could result in cro-defaults causing all or a substantial portion af @ebt to become immediately due and paye

» reducing the availability of cash flow to fund worl capital, capital expenditures, acquisitions atiter general corporate purpos
and adversely affecting our ability to obtain autdtiil financing for these purpost

» potentially increasing the cost of any additionahfcing; anc

e putting pressure on our ADS price due to concefrmipinability to repay our debt and making it raafifficult for us to conduc
equity financings in the capital marke

Our ability to meet our payment and othergddiions under our outstanding debt depends onhulitydo generate cash flow in the future
to refinance such debt. We may not be able to gemeufficient cash flow from operations to enaldé¢o meet our obligations under our
outstanding debt and to fund other liquidity nedfisie are not able to generate sufficient castvflo meet such obligations, we may need to
refinance or restructure our debt, to sell ourtgsse reduce or delay our capital investmentsp @eek additional equity or debt financing. We
cannot assure you that future financing will beilakde in amounts or on terms acceptable to e, &il. In addition, the incurrence of
additional indebtedness would result in increaséetrést rate risk and debt service obligations,@ndd result in operating and financing
covenants that would further restrict our operatiand limit our ability to obtain the financing tepd to fund future capital expenditures and
working capital. As a result, our ability to plaor for react effectively to, changing market coiodis may be adversely and materially affected.

We require a significant amount of cash to fund ooperations as well as meet future capital requirents. If we cannot obtain additional
capital when we need it, our growth prospects antlfe profitability may be materially and adversedffected.
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We typically require a significant amount @b to fund our operations. We also require caskrgdly to meet future capital requirements,
which are difficult to plan in the rapidly changiRy industry. The principal amount of our total kdorrowings outstanding was
RMB874.8 million and RMB1,150.5 million (US$172.0lkon) as of December 31, 2009 and September 8002respectively. We cannot
assure you that future financing will be availabtesatisfactory terms, or at all. Our ability tat@h 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 activitmsmanufacturers of PV and related products;

* economic, political and other conditions in the PR®@ elsewhere in the worl

If we are unable to obtain necessary finanaing timely manner or on commercially acceptablens, or at all, our growth prospects and
future profitability may decrease materially.
We face risks associated with the marketing, distiion and sale of our PV products internationallgnd if we are unable to effectively
manage these risks, our expansion may be materiattg adversely affected.

A substantial majority of our revenue has bgenerated by sales to customers outside of Chlmamarketing, distribution and sale of our
PV products overseas expose us to a number of msitading:

» fluctuations in currency exchange rates of the ddHar, Euro and other foreign currencies agaimstRenminbi

» difficulty in engaging and retaining distributonschagents who are knowledgeable about, and catidaneffectively in, oversee
markets;

» increased costs associated with maintaining mamiethd sales activities in various countr

» difficulty and costs relating to compliance witltiferent commercial and legal requirements injthisdictions in which we offer our
products;

* inability to obtain, maintain or enforce intelleatyproperty rights; an

» trade barriers, such as export requirementd$fgataxes and other restrictions and expenses;hwdould increase the prices of our
products and make us less competitive in some desr

If we are unable to effectively manage théslesy our ability to conduct or expand our busirss®ad would be impaired, which may in t
have a material adverse effect on our businesandial condition, results of operations and protpec

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

As our manufacturing facility and some of ocustomers are located in China, we and our cus®may be affected by any claims of unfair
trade practices that are brought against the PR€rgment through the imposition of tariffs, nonifdvarriers to trade or other trade remedies.
On September 9, 2010, the United Steel Workerd &lgetition with the United States Trade Repredmat, or USTR, alleging the PRC
government has engaged in unfair trade policiespaadtices with respect to certain domestic indestincluding the solar power industry.
Subsequently, USTR initiated an investigation ursiesetion 301 of the 1974 Trade Act, which is ongais of the date of this prospectus.
Although we believe we will not be directly affedtby the results of this investigation, there camb assurance that any government or
international trade body will not institute advetssde policies or remedies against exports fronm&m the future. Any significant changes in
international trade policies, practices or tradeedies, especially those instituted in our targetkats or markets where our major customers
are located, could increase the price of our prisdc@mpared to our competitors or decrease ouowests’ demand for our products, which
may adversely affect our business prospects andtsex operations.
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If we are unable to compete in the highly compet&iPV market, our revenue and profits may decreasd we may lose market shai

The PV market is very competitive. We face petition from a number of PV manufacturers, inchgddomestic, foreign and multinational
corporations. We believe that the principal conpegifactors in the markets for our products are:

* manufacturing capacit

* power efficiency;

» product offerings and quality of produc

* price;

» strength of supply chain and distribution netwt
» aftersales services; ar

* brand name recognitio

Many of our current and potential competitoase longer operating histories, access to langgtiomer bases and resources and signific
greater economies of scale than we do. In particomiany of our competitors are developing and mactufing solar energy products based on
new technologies that may ultimately have costsdlairto, or lower than, our projected costs. Iniéidd, our competitors may be able to
respond more quickly to changing customer demandgwote more resources to the development, promatid sales of their products than
we can. Furthermore, competitors with more diverdiproduct offerings may be better positioned iihstand a decline in the demand for PV
products. Some of our competitors have also becartecally integrated, with businesses ranging fngostream silicon wafer manufacturing
to solar power system integration. It is possibk hew competitors or alliances among existingpetitors could emerge and rapidly acquire
significant market share, which would harm our hass. For instance, several semiconductor manuéaisthave already announced their
intention to commence production of PV cells andri®®tlules. If we fail to compete successfully, ousihess would suffer and we may los
be unable to gain market share and our financiadlition and results of operations would be matkrimhd adversely affected.

In addition, the PV market in general competih other sources of renewable energy as wetbaventional power generation. If prices
conventional and other renewable energy resoureeind, or if these resources enjoy greater paligyport than solar power, the PV market
and our business and prospects could be mateaiatiyadversely affected.

Our profitability depends on our ability to respontd rapid market changes in the PV industry, inclund by developing new technologies ¢
offering additional products and services.

The PV industry is characterized by rapid ¢jeanin the diversity and complexity of technologig®ducts and services. In particular, the
ongoing evolution of technological standards reggiproducts with improved features, such as mdiaesft and higher power output and
improved aesthetics. As a result, we expect thawilleneed to develop, or obtain access to, advairtéechnologies on a continuous basis in
order for us to respond to competitive market ctowd$ and customer demands. In addition, advamcgschnologies typically lead to declini
average selling prices for products using oldelntetogies or make our current products less conipetdr obsolete. As a result, the
profitability of any given product, and our overptbfitability, may decrease over time.

In addition, we will need to invest signifiddimancial resources in research and developnoemiaintain our competitiveness and keep pace
with technological advances in the PV industry. ld@er, commercial acceptance by customers of nedupts we offer may not occur at the
rate or level expected, and we may not be abladoessfully adapt existing products to effectiveiyl economically meet customer demands,
thus impairing the return from our investments. W&y also be required under the applicable accogistandards to recognize a charge for the
impairment of assets to the extent our existinglpets become uncompetitive or
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obsolete, or if any new products fail to achievenoercial acceptance. Any such charge may have eriaaddverse effect on our financial
condition and results of operations.

Moreover, in response to the rapidly evolvimgditions in the PV industry, we started to expandbusiness downstream to provide sys
integration products and services in 2010. Thisaesfon requires significant investment and managémigention from us, and we are likely
face intense competition from companies that hatensive experience and well-established businessgsustomer bases in the system
integration sector. We cannot assure you that Mlesuéceed in expanding our business downstreawe l&re not able to bring quality prodc
and services to market in a timely and cost-effecthanner and successfully market and sell thes#upts and services, our ability to continue
penetrating the PV market, as well as our restiltperations and profitability, will be materialynd adversely affected.

Our future success also depends on our ability take strategic acquisitions and investments and steblish 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 investitethemselves entail significant risks that couttaterially and adversely affect ot
business.

We are pursuing expansion into PV system natiégn services through our subsidiary, Shanghayamg Solar Technology Co., Ltd., or
Shanghai Linyang, and we may pursue upstream sifieedstock sourcing through strategic partnerstjgsinvestments in the future. We n
also establish strategic alliances with third gartn the PV industry to develop new technologrebta expand our marketing channels. These
types of transactions could require that our mamee develop expertise in new areas, make significewestments in research and
development, manage new business relationshipattiadt new types of customers. They may also recignificant attention from our
management, which could have a material adversetefh our ability to manage our business. We nisty experience difficulties integrating
acquisitions and investments into our existing bess and operations and retaining key technicah@amhgerial personnel of acquired
companies.

Strategic acquisitions, investments and atkasnwith third parties may be expensive to impletaeid could subject us to a number of risks,
including risks associated with sharing proprietafgrmation and loss of control of operations thet material to our business. We may
assume unknown liabilities or other unanticipateents or circumstances through acquisitions andstments. Moreover, strategic
acquisitions, investments and alliances subjett tise risk of non-performance by a counterpartyicv may in turn lead to monetary losses
that materially and adversely affect our businéssa result, we may not be able to successfullyarglch strategic acquisitions and
investments or to establish strategic allianceh thiird parties that will prove to be effectivelmneficial for our business. Any difficulty we
face in this regard could have a material adveffeeteon our market penetration, results of operetiand profitability.

Problems with product quality or product performaacould result in a decrease in customers and raxerunexpected expenses and los:
market share. In addition, product liability claimagainst us could result in adverse publicity andtpntially significant monetary damages.

Our PV products are typically sold with a ttedive-year unlimited warranty for technical defeca 10-year limited warranty against
declines of greater than 10%, and a 20 to 25-yedteld warranty against declines of greater tha¥ 2 their initial power generation
capacity. Since our products have been in userfigrarelatively short period, our assumptions rdiey the durability and reliability of our
products may not be accurate. We consider variactofs when determining the likelihood of produetettts, including an evaluation of our
quality controls, technical analysis, industry imfi@tion on comparable companies and our own expegieAs of December 31, 2007, 2008,
2009 and September 30, 2010, our accrued warrastg for the two to five years warranty againshtecal defects totaled RMB21.0 million,
RMB48.6 million, RMB73.5 million and RMB121.8 midih (US$18.2 million), respectively. Any increaselie defect rate of our products
would increase the amount of our warranty costsvemdnay not have adequate warranty provision t@ceuch warranty costs, which would
have a negative impact on our results of operations

In addition, we purchase silicon-related materand other components that we use in our ptsduam third parties. Unlike PV modules,
which are subject to certain uniform internatiosi@ndards, silicon-related materials generally alohave uniform international standards, and
it is often difficult to determine whether produsfects are caused by defects in silicon, silicafiews or other components of our products or
caused by other reasons. Even assuming that odugirdefects 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
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typically contain no or only limited warranties. & pbossibility of future product failures could causs to incur substantial expense to provide
refunds or resolve disputes with regard to warrataims through litigation, arbitration or other ams, or damage our market reputation and
cause our sales to decline.

As with other PV product manufacturers, weeqposed to risks associated with product liabdigims if the use of the PV products we
results in injury, death or damage to property.d&ienot predict whether product liability claimsMié brought against us in the future or the
effect of any resulting negative publicity on owrsiness. See “—We have limited insurance coverageray incur losses resulting from
product liability claims or business interruptidns.

If PV technology is not suitable for widespread gatmn, or sufficient demand for PV products doestrdevelop or takes longer to devel
than we anticipated, our sales may not continudrnorease or may even decline, and our revenue anafipability would be reduced.

The PV market is at a relatively early stafjdevelopment and the extent to which PV produdlishe widely adopted is uncertain.
Furthermore, market data in the PV industry areasateadily available as those in other more dstedd 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 adoptighdemand for PV products fails to develop stiffintly, we may not be able to grow our
business or generate sufficient revenue to suetaiprofitability. In addition, demand for PV prazs in our targeted markets, including Ch
may not develop or may develop to a lesser extemt tve anticipated. Many factors may affect théility of widespread 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 compaedonventional and other r-solar energy sources and produ

» availability of government subsidies and incentit@esupport the development of the PV industrytbepenergy resource industri
» success of other alternative energy generatiomtdobies, such as fuel cells, wind power and biay

» fluctuations in economic and market conditions #fétct the viability of conventional and r-solar alternative energy sources, suc
increases or decreases in the prices of oil aner dtissil fuels

» capital expenditures by end users of PV produdtécimtend to decrease when the overall economysstiswn; anc

» deregulation of the electric power industry andlih@ader energy industr

One of our existing shareholders has substantiaflirence over our company and its interests may betaligned with the interests of our
other shareholders.

Hanwha Solar owns 49.99% of our outstandirageskapital, taking into account the previouslyeagrissuance of an additional 14,407,330
ordinary shares to Hanwha Solar at par value. Ruatso a shareholder agreement between Hanwha &alasur company dated
September 16, 2010, Hanwha Solar has the righes@date three directors to our board and veto meajgorate actions. Hanwha Solar has
substantial influence over our business, includiagisions regarding mergers, consolidations anddheof all or substantially all of our ass
election of directors and other significant corgeractions. This concentration of ownership magalisage, delay or prevent a change in
control of our company, which could deprive ourrghalders of an opportunity to receive a premiumit®shares as part of a sale of our
company and might reduce the price of our ADSsddition, without the consent of Hanwha Solar, weld be prevented from entering into
transactions that could be beneficial to us. Han®&blar may cause us to take actions that are ogdgmsether shareholders as its interests may
differ from those of other shareholders.
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Existing regulations and policies governing the eteicity utility industry, as well as changes togelations and policies affecting P'
products, may adversely affect demand for our protiuand materially reduce our revenue and profi

The electric utility industry is subject totemsive regulation, and the market for PV prodigtseavily influenced by these regulations as
well as the policies promulgated by electric U@kt These regulations and policies often affemttekity pricing and technical interconnection
of end-user power generation. As the market faarsahd other alternative energy sources conting@dtve, these regulations and policies are
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, whichatsignificantly reduce demand for our
products and materially reduce our revenue andtgrof

Moreover, we expect that our PV products it installation will be subject to oversight amedjulation in accordance with national and
local ordinances relating to building codes, safetwironmental protection, utility interconnectiand metering and related matters in various
countries. We also have to comply with the requeets of individual localities and design equipmtntomply with varying standards
applicable in the jurisdictions where we condudtibass. Any new government regulations or utilijjigies pertaining to our PV products nr
result in significant additional expenses to us,distributors and end users and, as a resultdamalse a significant reduction in demand for
our PV products, as well as materially and advgra#ect our financial condition and results of cgtens.

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

Our products are used for “off-grid” solar emeapplications in developed and developing caestwhere solar energy is provided to end
users independent of an electricity transmissiah §m some countries, government agencies angriliate sector have, from time to time,
provided subsidies or financing on preferred tefonsural electrification programs. We believe tkia availability of financing could have a
significant effect on the level of sales of offdjgolar energy applications, particularly in depéhg countries where users may not have
sufficient resources or credit to otherwise acqBivesystems. If existing subsidies or financinggeeans for off-grid solar energy applications
are eliminated or if financing becomes inaccesstble growth of the market for off-grid solar enggpplications may be materially and
adversely affected, which may cause our salesdlinge

Our 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, ¢radcrets, copyrights and other contractual réistnis to protect our intellectual property.
Nevertheless, these afford only limited protectonl the actions we take to protect our intellecwaperty rights may not be adequate
particular, implementation of PRC intellectual pedy-related laws has historically been lackingmarrily because of ambiguities in the PRC
laws and difficulties in enforcement. Accordingigtellectual property rights and confidentialityopections in China may not be as effective as
in the United States or other countries. Policinguthorized use of our proprietary technologieskmadifficult and expensive. In addition,
litigation may be necessary to enforce our intéllakproperty rights, protect our trade secretdaiermine 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, prdasged reputation. Furthermore, any such
litigation may be costly and may divert managenagtgntion away from our business as well as requir® expend other resources. We have
no insurance coverage against litigation costsvesuld have to bear all costs arising from suclgdition to the extent we are unable to recover
them from other parties. The occurrence of anyefforegoing could have a material adverse effedwr business, financial condition and
results of operations.

We may be exposed to infringement or misappropratclaims by third parties, particularly in jurisdiions outside China which, if
determined adversely against us, could disrupt buisiness and subject us to significant liability third parties, as well as have a material
adverse effect on our financial condition and ressilof operations
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Our success depends, in large part, on olityaoi use and develop our technologies and know-tvithout infringing the intellectual
property rights of third parties. As we continuentarket and sell our products internationally, asditigation becomes more common in the
PRC, we face a higher risk of being the subjeciaims for intellectual property infringement, aslivas having indemnification relating to
other partiesproprietary rights held to be invalid. Our currentpotential competitors, many of which have sulitsghresources and have mi
substantial investments in competing technologresy have or may obtain patents that will preventitlor interfere with our ability to make,
use or sell our products in the European UnionPRE or other countries. The validity and scopelaiins relating to PV technology patents
involve complex, scientific, legal and factual gtimss and analysis and, therefore, may be hightertain. In addition, the defense of
intellectual property claims, including patent inffement suits, and related legal and administgiioceedings can be both costly and time
consuming, and may significantly divert the effatsl resources of our technical and managemerampeet Furthermore, an adverse
determination in any such litigation or proceediagvhich we may become a party could cause us to:

e pay damage award

» seek licenses from third partie
* pay ongoing royalties

» redesign our products;

* be restricted by injunction

each of which could effectively prevent us fromsuing some or all of our business and result incostomers or potential customers defer
or limiting their purchase or use of our produethjch could have a material adverse effect on marfcial condition and results of operations.

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

Although we rely primarily on trade secret aand contractual restrictions to protect the tetdgies in the PV cells and PV modules we
currently manufacture and sell, our success aniyatoi compete in the future may also depend sigaificant degree on obtaining patent
protection for our proprietary technologies. AdNafvember 8, 2010, we had 17 issued patents an@nding patent applications in the PRC.
We do not have, and have not applied for, any psfien our proprietary technologies outside the PR€the protections afforded by our
patents are effective only in the PRC, our competiand other companies may independently develbgtantially equivalent technologies or
otherwise gain access to our proprietary technekygind obtain patents for such technologies iergthisdictions, including the countries in
which we sell our products. Moreover, our patemtligptions in the PRC may not result in issued pteand even if they do result in issued
patents, the patents may not have claims of theesa@ seek. In addition, any issued patents mahakenged, invalidated or declared
unenforceable. As a result, our present and fygatents may provide only limited protection for ¢echnologies, and may not be sufficient to
provide competitive advantages to us.

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

Our future success depends substantially ®cdntinued services of some of our directors ayddkecutives. If we lose the services of one
or more of our current directors and executiveceifs, we may not be able to replace them readiat,all, with suitable or qualified candidat
and may incur additional expenses to recruit atelrerew directors and officers, particularly thegéh a significant mix of both international
and China-based PV industry experience similautocarrent directors and officers, which could selyedisrupt our business and growth. In
addition, if any of our directors or executivem®ia competitor or forms a competing company, we lose some of our customers. Each of
these directors and executive officers has enietecan employment agreement with us, which costaonfidentiality and non-competition
provisions. However, if any disputes arise betwidese directors or executive officers and us, fitoisclear, in light of uncertainties associated
with the PRC legal system, the extent to which afihese agreements could be enforced in Chinarenddeof these directors and executive
officers reside and hold some of their assets."SeRisks Related to Doing Business in China — Utaieties with respect to the PRC legal
system could have a material adverse effect onfrugthermore, as we expect to continue to expamaperations and develop

S-21




Table of Contents

new products, we will need to continue attracting eetaining experienced management and key rédsaactdevelopment personnel.

Competition for personnel in the PV industrydhina is intense, and the availability of suitabhd qualified candidates is limited. In
particular, we compete to attract and retain qiealifesearch and development personnel with otliée€hnology companies, universities and
research institutions. Competition for these ingiisls could cause us to offer higher compensatidnother benefits in order to attract and
retain them, which could have a material advergeebn our financial condition and results of giEms. We may also be unable to attract or
retain the personnel necessary to achieve our éssiobjectives, and any failure in this regard dselerely disrupt our business and growth.

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

The SEC, as required by Section 404 of the&wss-Oxley Act of 2002, or the Sarbanes-Oxley adtpted rules requiring most public
companies to include a management report on sudpaay’s internal control over financial reportimgiis annual report, which contains
management’s assessment of the effectiveness obthpanys internal control over financial reporting. In &dth, when a company meets |
SEC'’s criteria, an independent registered publooanting firm must report on the effectivenesshaf tompanys internal control over financi
reporting.

Our management and independent registeredcpadiiounting firm have concluded that our inteicwitrol over financial reporting as of
December 31, 2009 was effective. However, we caassdre you that in the future our management oindependent 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, includitige possibility of collusion or improper
management override of controls, material misstatesdue to error or fraud may not be preventetbtacted on a timely basis. As a result, if
we fail to maintain effective internal control ovarancial reporting or should we be unable to prevor detect material misstatements due to
error or fraud on a timely basis, investors cookel confidence in the reliability of our financ&htements, which in turn could harm our
business, results of operations and negatively éngh@ market price of our ADSs, and harm our rafiorh. Furthermore, we have incurred and
expected to continue to incur considerable codistamise significant management time and othemress in an effort to comply with
Section 404 and other requirements of the Sarb@méesy Act.

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

We are subject to risk of explosion and fieshighly flammable gases, such as silane anolyeitr gas, are generated in our manufacturing
processes. While we have not experienced to dgtexgsiosion or fire, the risks associated with ¢hgases cannot be completely eliminatet
addition, a natural disaster such as floods ohgaekes, or other unanticipated catastrophic eyertsiding power interruption,
telecommunications failures, equipment failureglesions, fires, break-ins, terrorist attacks dsar wars, could significantly disrupt our
ability to manufacture our products and to opecatebusiness. If any of our production facilitiesneaterial equipment were to experience any
significant damage or downtime, we might be unablmeet our production targets and our busineskl cuifer. Although we have obtained
business interruption insurance, it may not be abfelly cover losses caused by the businessriniéion because business interruption
insurance available in China offers limited coveragmpared to that offered in many other countries.

We are also exposed to risks associated wittiyet liability claims in the event that the ugehe PV products we sell results in injury,
death or damage to property. Due to limited histdréxperience, we are unable to predict whetheatymt liability claims will be brought
against us in the future or the effect of any ri@sgladverse publicity on our business. Moreoves,omly have limited product liability
insurance and may not have adequate resourcesdfy sgjudgment in the event of a successful clagainst us. The successful assertion of
product liability claims against us could resulpiotentially significant monetary damages and negus to make significant payments, which
could materially and adversely affect our businéaancial condition and results of operations.
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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 oinmdncial condition and results of operation:

We are subject to a variety of laws and retipria relating to the use, storage, discharge &@pbdal of chemical by-products of, and water
used in, our manufacturing operations and researdrdevelopment activities, including toxic, vdltnd otherwise hazardous chemicals and
wastes. We are in all material respects in compéamith current PRC environmental regulations toduet our business as it is presently
conducted. Although we have not suffered matenairenmental claims in the past, failure to compiyh any present or future regulations
could result in the assessment of damages or iti@osif fines against us, suspension of produatioa cessation of our operations. New
regulations could also require us to acquire casglyipment or to incur other significant expenges; failure by us to control the use of, or to
adequately restrict the discharge of, hazardoustanbes could subject us to potentially significanhetary damages and fines or suspension
of our business, as well as our financial condiiod results of operations.

The use of certain hazardous substances,asulgad, in various products is also coming unagneiasingly stringent governmental
regulation. Increased environmental regulatiorhia &rea could adversely impact the manufacturesatedof solar modules that contain lead
and could require us to make unanticipated enviental expenditures. For example, the European Unioective 2002/96/EC on Waste
Electrical and Electronic Equipment, or the WEEEeDiive, requires manufacturers of certain eleat@md electronic equipment to be
financially responsible for the collection, recyigji treatment and disposal of specified produ@segd on the market in the European Union. In
addition, European Union Directive 2002/95/EC om Restriction of the use of Hazardous Substancekeatrical and electronic equipment, or
the RoHS Directive, restricts the use of certaipandous substances, including lead, in specifiedywts. Other jurisdictions are considering
adopting similar legislation. Currently, we are nequired under the WEEE or RoHS Directives toemi|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 requiremestsnay be required to apply for an exemptionvdfwere unable to obtain an exempti
we would be required to redesign our PV productsrder to continue to offer them for sale withie turopean 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 salksf ahich could have a material adverse effecbanbusiness, financial condition and results
of operations.

Our business benefits from certain PRC governmeamténtives. 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 prontetythe Law of the People’s Republic of China anBEmterprise Income Tax, or the EIT,
which took effect on January 1, 2008. Under the, Bdmestically owned enterprises and foreign-ireeinterprises, or FIEs, are subject to a
uniform tax rate of 25%. While the EIT equalizes thx rates for FIEs and domestically owned enipy preferential tax treatment continues
to be granted to companies in certain encouragetdrse and entities classified as “high and nevartetogy enterprises” are entitled to a 15%
enterprise income tax rate, whether domesticallpenhenterprises or FIEs. The EIT also provideseYear transition period starting from its
effective date for those enterprises which weral#isthed before the promulgation date of the Eld ahich were entitled to a preferential
lower tax rate or tax holiday under the then effectax laws or regulations. The tax rate of suctegprises will transition to the uniform tax
rate within a fiveyear transition period and the tax holiday, whiels been enjoyed by such enterprises before thetigfelate of the EIT, me
continue to be enjoyed until the end of the holidagyang China, our wholly owned operating subeigiin China, was approved to be
qualified as a “high and new technology enterpriz@’October 21, 2008. The “high and new technokegpgerprise” status will be valid for a
period of three years from the date of issuandeetertificate and is subject to an annual selferg process whereby a form is submitted to
relevant tax authority for approval to use a beiafincome tax rate. If there are significant ches in the business operations, manufacturing
technologies or other criteria that cause the pritgr to no longer meet the criteria as a “high aes technology enterprise,” such status will
be terminated from the year of such change. If &y China fails to qualify as a “high and new testhgy enterprise” in future periods, our
income tax expenses would increase, which coul@ lkawmaterial and adverse effect on our net incameaesults of operations.

In accordance with the former PRC Income Tawlfor Enterprises with Foreign Investment and Fpr&nterprises, or the FIE Tax Law,
the EIT and the related implementing rules, Liny&fgna was exempted from enterprise income taXd0@b2and 2006, was taxed at a reduced
rate of 12% in 2007, 12.5% in 2008 and 12.5% in2@Md is taxed at a reduced rate of 15% in 206dmF2005 until the end of 2007, Linya
China was also exempted from the 3% local incomre ta
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Any reduction or elimination of the preferemtiax treatments currently enjoyed by us may S§icamtly increase our income tax expenses
and materially reduce our net income, which cowdeha material adverse effect on our financial d@@rdand results of operations.

Under the EIT, we may be classified as a “Resid&mterprise” of the PRC. Such classification woulikeély result in negative tax
consequences to us and could result in negatived¢arsequences to our non-PRC shareholders and ADgiérs.

Under the EIT, enterprises established urfuefaws of non-PRC jurisdictions but whose “dedantanagement body” is located in the PRC
are considered “resident enterprises” for PRC tap@ses and are subject to the EIT. According éditiplementation Regulations for the EIT
of the PRC issued by the State Council on Decei®p2007, de facto management body is defined &stablishment that exerts substantial
and comprehensive management and control overusiadss operations, staff, accounting, assets ted aspects of the enterprise. Since
substantially all of our management is currentlgezhin the PRC, and may remain in the PRC in theséeable future, it is likely that we will
be regarded as a “resident enterprise” on a stpptication of the EIT and its Implementation Regjiains. As of December 31, 2009 and
September 30, 2010, we recorded unrecognized taefiteof approximately RMB27.4 million and RMB27dllion (US$4.1 million),
respectively, because based on our judgment, webmagemed as a PRC tax resident pursuant to ThéfBolarfun Power Holdings Co.,
Ltd., or Solarfun, our holding company, or anytsfrion-PRC subsidiaries is treated as a “residaetfrise"for PRC tax purposes, Solarfun
such subsidiary will be subject to PRC income taxworldwide income at a uniform tax rate of 25% jetihwould have a material adverse
effect on our financial condition and results oéogtions.

In addition, although the EIT provides thatidend income payments between qualified “resigemérprises” are exempted from the 10%
withholding tax, it is still not free of doubt whretr we will be considered to be a qualified “residenterprise” under the EIT. If we are
considered a “non-resident enterprise,” divideraisl po us by our subsidiaries in the PRC (throughtmlding company structure), if any, may
be subject to the 10% withholding tax. If we aremed by the PRC tax authorities as a “residentmse” and declare dividends, under the
existing implementation rules of the EIT, dividermsd by us to our shareholders and ADS holdergwdre “non-resident enterprisesid dc
not have an establishment or place of busined®if?RC, or which have such an establishment oe&business but the relevant income is
not effectively connected with the establishmenplace of business, might be subject to PRC wittlingltax at 10% or a lower treaty rate.

Similarly, any gain realized on the transfeADSs or shares by non-PRC investors, which aon“resident enterprises,” is also subject to
PRC withholding income tax at 10% or a lower treaty if such gain is regarded as income derivexh fsources within the PRC.

According to the Law of the People’s RepublicChina on the Individual Income Tax, or the |85 amended, PRC income tax at the rate of
20% is applicable to dividends payable to individnaestors if such dividends are regarded as irederived from sources within the PRC.
Similarly, any gain realized on the transfer of ADS ordinary shares by individual investors iasbject to PRC tax at 20% if such gain is
regarded as income derived from sources withirPlRE. If we are deemed by the PRC tax authorities“assident enterprise,” the dividends
we pay to our individual investors with respecoto ordinary shares or ADSs, or the gain the irttliai investors may realize from the transfer
of our ordinary shares or ADSs, might be treateshe@me 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 cur@nexchange losses.

Our financial statements are expressed inoamdunctional currency is Renminbi. The changedhue of the Renminbi against the U.S.
dollar, Euro and other currencies is affected loypiag other things, changes in Chmablitical and economic conditions. On July 21020the
PRC government changed its decade-old policy ofjipggthe value of the Renminbi to the U.S. dolldmder the new policy, the Renminbi is
permitted to fluctuate within a narrow and manalgadd against a basket of certain foreign curren@ieis change in policy has resulted in a
more than 17.5% appreciation of the Renminbi agaliresU.S. dollar. The PRC government may decidsdtupt an even more flexible
currency policy in the future, which could resulta further and more significant appreciation & Benminbi against the U.S. dollar. An
appreciation of the Renminbi relative to other fgnecurrencies could decrease the per unit revgeaerated from our
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international sales. If we increased our pricingdmpensate for the reduced purchasing power efgorcurrencies, we may decrease the
market competitiveness, on a price basis, of oodyxcts. This could result in a decrease in ourmitional sales and materially and adversely
affect our business.

A substantial portion of our sales is denort@dan U.S. dollars and Euros, while a substapi@ation of our costs and expenses is
denominated in Renminbi. As a result, the revatumatif the Renminbi in July 2005 has increased,fartter revaluations could further
increase, our costs. The value of, and any dividgrayable on, our ADSs in foreign currency termtaiso be affected. Conversely, if we
decide to convert our Renminbi into U.S. dollanstfe purpose of making payments for dividends @mnaovdinary shares or ADSs or for other
business purposes, an appreciation of the U.Sardagjainst the Renminbi would have a negative effeche U.S. dollar amount available to
us.

Fluctuations in exchange rates, particulanhpag the U.S. dollar, Renminbi and Euro, also affec gross and net profit margins and could
result in fluctuations in foreign exchange and agiag gains and losses. We incurred net foreigrecty losses of RMB25.6 million,
RMB35.2 million, RMB23.8 million and RMB53.0 millio(US$7.9 million) in 2007, 2008, 2009 and the nimenths ended September 30,
2010, respectively. In particular, a substantiatipa of our net revenues is currently denominateBuros. Since December 2009, the Euro has
fluctuated significantly. A depreciation of the Bunay also have a negative impact on the sellirggof our products in Renminbi terms. We
cannot predict the impact of future exchange daietdations on our financial condition and resoft®perations, and we may incur net foreign
currency losses in the future.

While we started to enter into economic hedgiansactions in 2008 to minimize the impact arstterm foreign currency fluctuations on
our revenues that are denominated in a currenay ¢lan Renminbi, the effectiveness of these tictitses may be limited and we may not be
able to successfully hedge all of our exposure. &timates of future revenues that are denominatfdeign currencies may not be accurate,
which could result in foreign exchange losses. Aafault by the counterparties to these transactiontd also adversely affect our financial
condition and results of operations. In additiom, foreign currency exchange losses may be magrifiePRC exchange control regulations
that restrict our ability to convert Renminbi irftyeign currencies.

Risks Related to Doing Business in China

Adverse changes in political and economic polici¢he PRC government could have a material adveeffect on the overall econom
growth of China, which could reduce the demand four products and materially and adversely affectraompetitive position

Substantially all of our operations are cortidddn China and some of our sales are made inaCHAioccordingly, our business, financial
condition, results of operations and prospectafferted significantly by economic, political aredjal developments in China. The PRC
economy differs from the economies of most devedagmuntries 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 significastfice the late 1970s, the growth has been uneweém geographically and among various
sectors of the economy. The PRC government hasimggited various measures to encourage economithgand guide the allocation of
resources. Some of these measures benefit thelldeB@ economy, but may also have a negative effeats. For example, our financial
condition and results of operations may be advemsiécted by government control over capital irtweants or changes in tax regulations that
are applicable to us.
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The PRC economy has been transitioning frgglaaned economy to a more market-oriented econditlyough the PRC government has
in recent years implemented measures emphasizéngtifization of market forces for economic refottime reduction of state ownership of
productive assets and the establishment of soummbi@ie governance in business enterprises, assuladtportion of the productive assets in
China is still owned by the PRC government. Thetioored control of these assets and other aspett®afational economy by the PRC
government could materially and adversely affectliusiness. The PRC government also exercisedisanti control over economic growth in
China through the allocation of resources, coritrglpayment of foreign currency-denominated obi@a, setting monetary policy and
providing preferential treatment to particular istlies or companies. Efforts by the PRC governrteestow the pace of growth of the PRC
economy could result in decreased capital experediiy solar energy users, which in turn could reddemand for our products.

Any adverse change in the economic condit@rgovernment policies in China could have a materiverse effect on the overall econo
growth and the level of renewable energy investmant expenditures in China, which in turn coullléo a reduction in demand for our
products and consequently have a material advéfiesst en our business and prospects. In partictiti@r PRC government has, in recent years,
promulgated certain laws and regulations and teitiaertain government-sponsored programs to eageuthe utilization of new forms of
energy, including solar energy. We cannot assuuetlyat the implementation of these laws, regulatiamd government programs will be
beneficial to us. In particular, any adverse changbhe PRC government’s policies towards the RdUstry may have a material adverse effect
on our operations as well as on our plans to expamndusiness into downstream system integratiorcss.

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

We conduct substantially all of our busindsstigh our operating subsidiary in the PRC, Liny@&igna, a Chinese wholly foreign-owned
enterprise. Linyang China is generally subjectted and regulations applicable to foreign investnreChina and, in particular, laws
applicable to wholly foreign-owned enterprises. FRC legal system is based on written statutespendcourt decisions may be cited for
reference but have limited precedential value. Sit79, PRC legislation and regulations have sigamtly enhanced the protections afforded
to various forms of foreign investments in Chinaw¢ver, since these laws and regulations are velgithew 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, whiddy limit legal protections available to us. In gidd, any litigation in China may be
protracted and result in substantial costs andrsiime of resources and management attention.

Limitations on the ability of our operating subsidiy to pay dividends or other distributions to usuwld have a material adverse effect on ¢
ability to conduct our business.

We are a holding company and conduct subsifnéll of our business through our operating #dibsy, Linyang China, which is a limited
liability company established in China. The paymardividends by entities organized in, if any, @is subject to limitations. In particular,
regulations in the PRC currently permit paymendiefdends only out of accumulated profits as deteed in accordance with PRC accounting
standards and regulations. Linyang China is algaired to set aside at least 10% of its annuat-édite profit based on PRC accounting
standards each year to its general reserves betddccumulative amount of such reserves reaches0b5@%oregistered capital. These reserves
are not distributable as cash dividends. In additignyang China is required to allocate a portdiits after-tax profit to its staff welfare and
bonus fund at the discretion of its board of dioest Moreover, if Linyang China incurs debt onatgn behalf in the future, the instruments
governing the debt may restrict its ability to mhyidends or make other distributions to us.

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

A portion of our revenue and a substantiatiporof our expenses are denominated in Renmirti®. Renminbi is currently convertible un
the “current account,” which includes dividendsade and service-related foreign exchange transesgtinut not under the “capital account,”
which includes foreign direct investment and loabgtrently, Linyang China may purchase foreign encies for settlement of current account
transactions, including payments of dividends towithout the approval of the State Administratafr-oreign Exchange, or SAFE. However,
the relevant PRC government authorities may limigloninate our ability to purchase foreign curresan the future. Since a significant
amount of our future revenue will be denominateB@nminbi, any existing and future restrictionscomrency exchange may limit our ability
to
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utilize revenue generated in Renminbi to fund ausihess activities outside China that are denoméhet foreign currencies.

Foreign exchange transactions by Linyang Chirder the capital account continue to be subgesignificant foreign exchange controls ¢
require the approval of or need to register wittCRfoevernmental authorities, including SAFE. In jaitar, if Linyang China borrows foreign
currency loans from us or other foreign lendersséhloans must be registered with SAFE, and ifimante Linyang China by means of
additional capital contributions, these capitaltcdbiitions must be approved by certain governmattiaities, including the National
Development and Reform Commission, or the NDRCMimgstry of Commerce or their respective local ntarparts. These limitations could
affect the ability of Linyang China to obtain fageiexchange through debt or equity financing.

PRC regulations relating to the establishment ofsifore special purpose companies by PRC residerdyg subject our PRC residel
shareholders to personal liability and limit our dity to acquire PRC companies or to inject capitato our PRC subsidiary, limit our PR(
subsidiarys ability to distribute profits to us, or otherwésmaterially and adversely affect us.

SAFE issued a public notice in October 2008he SAFE notice, requiring PRC residents, inalgdboth legal persons and natural persons,
to register with the competent local SAFE branctoteeestablishing or controlling any company outsid China, referred to as an “offshore
special purpose company,” for the purpose of aggany assets of or equity interest in PRC comgsaand raising fund from overseas. In
addition, any PRC resident that is the sharehatlan offshore special purpose company is requeaimend its SAFE registration with the
local SAFE branch, with respect to that offshorecql purpose company in connection with any ineeear decrease of capital, transfer of
shares, merger, division, equity investment ortaaaf any security interest over any assets Etat China. If any PRC shareholder of any
offshore special purpose company fails to makeeqeaired SAFE registration and amendment, the RRGSidiaries of that offshore special
purpose company may be prohibited from distributhmgjr profits and proceeds from any reductiondpital, share transfer or liquidation to
offshore special purpose company. Moreover, faitareomply with the SAFE registration and amendnreqtirements described above could
result in liability under PRC laws for evasion gipdicable foreign exchange restrictions. Our curt@meficial owners who are PRC residents
have registered with the local SAFE branch as reduinder the SAFE notice. The failure of theseelieial owners to amend their SAFE
registrations in a timely manner pursuant to thé&-BAotice or the failure of future beneficial owsef our company who are PRC residents to
comply with the registration procedures set fortlthe SAFE notice may subject such beneficial ogbefines and legal sanctions and may
also result in a restriction on our PRC subsidmghility to distribute profits to us or otherwisaterially and adversely affect our business. In
addition, the NDRC promulgated a rule in Octobed£®r the NDRC Rule, which requires NDRC approvaioverseas investment projects
made by PRC entities. The NDRC Rule also provilasdpproval procedures for overseas investmefggsoof PRC individuals shall be
implemented with reference to this rule. Howevieeré exist extensive uncertainties in terms ofrpregation of the NDRC Rule with respec:
its application to a PRC individual’'s overseas stweent, and in practice, we are not aware of aagqatents that a PRC individual's overseas
investment has been approved by the NDRC or clggiiy the NDRC based on the absence of NDRC aghr©ur current beneficial
owners who are PRC individuals did not apply forRDapproval for investment in us. We cannot prelist and to what extent this will
affect our business operations or future strategy.example, the failure of our shareholders wigoRRC individuals to comply with the
NDRC Rule may subject these persons or our PRAdiahsto certain liabilities under PRC laws, whicbuld adversely affect our busine

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

On June 29, 2007, the PRC government pronmedgde Labor Contract Law of the PRC, or the Newdra&Contract Law, which became
effective on January 1, 2008. The New Labor Comntragv imposes greater liabilities on employers aigphificantly impacts the cost of an
employer’s decision to reduce its workforce. Furtlterequires certain terminations to be basecdhugeniority and not merit. In the event we
decide to significantly change or decrease our foock, the New Labor Contract Law could adverséigch our ability to enact such changes
in a manner that is most advantageous to our bssioein a timely and cost effective manner, thasemally and adversely affecting our
financial condition and results of operations.

We face risks related to health epidemics and otbatbreaks.
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Adverse public health epidemics or pandemiegdcdisrupt business and the economics of the &fR{Cother countries where we do
business. From December 2002 to June 2003, Chihataer countries experienced an outbreak of ayigintagious form of atypical
pneumonia now known as severe acute respiratogregre, or SARS. Some Asian countries, includingh@hencountered incidents of the
H5N1 strain of bird flu, or avian flu in 2007 andrly 2008. From April 2009, there have been outksex swine flu, caused by H1N1 virus, in
certain regions of the world, including China. Aflayure outbreak of SARS, avian flu, swine flu ohet similar adverse public developments
may, among other things, significantly disrupt business, including limiting our ability to travel ship our products within or outside China
and forcing us to temporary close our manufactufagities. Furthermore, an outbreak may severesyrict the level of economic activity in
affected areas, which may in turn materially andeasely affect our financial condition and reswt®perations. We have not adopted any
written preventive measures or contingency plareotobat any future outbreak of swine flu, avian 8RS or any other epidemic.

Risks Related to Our ADSs
The market price of our ADSs may be volatile.

The market price of our ADSs experienced, mag continue to experience, significant volatilior the period from December 20, 2006 to
November 8, 2010, the closing price of our ADSsl@Nasdaq Global Market has ranged from a low®$2130 per ADS to a high
US$37.64 per ADS.

Numerous factors, including many over whichhage no control, may have a significant impacth@market price of our ADSs, includir
among other things:

« announcements of technological or competitive dgwalents

» regulatory developments in our target markets &ffgais, our customers or our competitc

e announcements regarding patent litigation or theaace of patents to us or our competit

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

» changes in financial estimates or other matedaiments by securities analysts relating to usconorpetitors or our industry in
general;

* announcements by other companies in our induskayimg to their operations, strategic initiativéeancial condition or financie
performance or to our industry in genel

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

» addition or departure of our executive officers &ngl research personnel; a

» sales or perceived sales of additional ordinaryeshar ADSs

In addition, the stock market in recent ydeas experienced extreme price and trading voluowtuétions that often have been unrelated or
disproportionate to the operating performance diviual companies. These broad market fluctuatinag adversely affect the price of our
ADSs, regardless of our operating performance.

Future issuances of ordinary shares, ADSs or equiglated securities may depress the trading prié@or ADSs.

Any issuance of equity securities after tHfering could dilute the interests of our existisigareholders and could substantially decrease the
trading price of our ADSs. We may issue equity siées in the future for
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a number of reasons, including to finance our djera and business strategy (including in connecti@h acquisitions, strategic
collaborations or other transactions), to adjustratio of debt to equity and to satisfy our obtigas upon the exercise of outstanding warrants
or options or for other reasons.

Sales of a substantial number of ADSs or o#logiity-related securities in the public marketldailepress the market price of our ADSs, and
impair our ability to raise capital through theesaf additional equity securities. We cannot prettie effect that future sales of our ADSs or
other equity-related securities would have on tlaeket price of our ADSs. In addition, the priceoof ADSs could be affected by possible
sales of our ADSs by investors who view the conbkrinotes as a more attractive means of obtaieingty participation in our company and
by hedging or arbitrage trading activity that weeet 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 ADSs

Our articles of association limit the abil@f others to acquire control of our company or eaus to engage in change-of-control
transactions. These provisions could have the teffiedepriving our shareholders of an opportunityéll their shares at a premium over
prevailing market prices by discouraging third jEgrfrom seeking to obtain control of our compamywitender offer or similar transaction. For
example, our board of directors has the authoritthout further action by our shareholders, to é&spreferred shares in one or more series and
to fix their designations, powers, preferencesjileges, and relative participating, optional oesial rights and the qualifications, limitations
restrictions, including dividend rights, conversioghts, voting rights, terms of redemption andildgtion preferences, any or all of which may
be greater than the rights associated with ounarglishares, in the form of ADS or otherwise. Rrefit shares could be issued quickly with
terms calculated to delay or prevent a change titrabof our company or make removal of managemeorte difficult. If our board of directo
decides to issue preferred shares, the price oABD@s may fall and the voting and other rightstaf holders of our ordinary shares and ADSs
may be materially and adversely affected.

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

Holders of ADSs do not have the same rightsunfshareholders and may only exercise the veigids with respect to the underlying
ordinary shares in accordance with the provisidrih@deposit agreement. Under our amended anateesarticles of association, the
minimum notice period required to convene a germeesting is 14 days. When a general meeting isamed, ADS holders may not receive
sufficient notice of a shareholders’ meeting tonpiesuch holders to withdraw their ordinary shareallow them to cast their vote with respect
to any specific matter. If requested in writingus; the depositary will mail a notice of such a timegto ADS holders. In addition, the
depositary and its agents may not be able to setidgvinstructions to ADS holders or carry out AB&ders’ voting instructions in a timely
manner. We will make all reasonable efforts to eahe depositary to extend voting rights to ADSdeos in a timely manner, but you may not
receive the voting materials in time to ensure Ytwat can instruct the depositary to vote the ADSa timely manner. Furthermore, the
depositary and its agents will not be responsitteahy failure to carry out any instructions toejdor the manner in which any vote is cast or
for the effect of any such vote. As a result, yoaymot be able to exercise your right to vote amdl ypay lack recourse if the ADSs are not
voted as you requested. In addition, in your cdapas an ADS holder, you will not be able to cadlh@reholder meeting.

You may be subject to limitations on transfers afuy ADSs.

Your ADSs are transferable on the books ofdgositary. However, the depositary may clost&atssfer books at any time or from time to
time when it deems expedient in connection withggormance of its duties. In addition, the defaogimay refuse to deliver, transfer or
register transfers of ADSs generally when our bawmkthe books of the depositary are closed, onwtiae if we or the depositary deem it
advisable to do so because of any requirementiobleof any government or governmental body, orarrahy provision of the deposit
agreement, or for any other reason.

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

We may from time to time distribute rightsaier shareholders, including rights to acquire @ausities. However, shareholders and ADS
holders in the United States will not be able tereise these rights unless we
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register the rights and the securities to whichrifjlets relate under the Securities Act, or an etén from the registration requirements is
available. Also, under the deposit agreement, dpositary will not make rights available to ADS dheids unless the distribution to ADS holc

of both the rights and any related securities @heeregistered under the Securities Act, or exeahfrom registration under the Securities Act.
We are under no obligation to file a registratitetesment with respect to any such rights or seesrir to endeavor to cause such a registration
statement to be declared effective. Moreover, wg ntd be able to establish an exemption from regfisin under the Securities Act.
Accordingly, in the event we conduct any rightseadiffig in the future, the depositary may not makehsights available to holders of ADSs or
may dispose of such rights and make the net precaeallable to such holders. As a result, ADS hsldeay be unable to participate in our
rights offerings and may experience dilution initheldings.

In addition, the depositary of our ADSs haread to pay to ADS holders the cash dividends leeradistributions it or the custodian recei
on our ordinary shares or other deposited secsidtieer deducting its fees and expenses. ADS holdiirreceive these distributions in
proportion to the number of ordinary shares thédS& represent. However, the depositary may, distgetion, decide that it is inequitable or
impractical to make a distribution available to dmjders of ADSs. As a result, the depositary megide not to make the distribution and A
holders will not receive such distribution.

We are a Cayman Islands company and, because jadligiecedent regarding the rights of shareholdessmore limited under Cayman
Islands law than that under U.S. law, ADS holdersasnhave less protection for their shareholder righthan such holders would under U.
law.

Our corporate affairs are governed by our atedrand restated memorandum and articles of asisocithe Cayman Islands Companies
Law and the common law of the Cayman Islands. Tdtes of shareholders to take action against thecthirs, actions by minority shareholc
and the fiduciary responsibilities of our directtwaus under Cayman Islands law are to a largenegt@verned by the common law of the
Cayman Islands. The common law of the Cayman Islésxderived in part from comparatively limited jicidl precedent in the Cayman Islands
as well as that from English common law, which passuasive, but not binding, authority on a cauthie Cayman Islands. The rights of our
shareholders and the fiduciary responsibilitieswfdirectors under Cayman Islands law are notessly established as they would be under
statutes or judicial precedent in some jurisdictionthe United States. In particular, the Caynsanids has a less developed body of securities
laws than the United States. In addition, some Bt&es, such as Delaware, have more fully devdlapd judicially interpreted bodies of
corporate law than the Cayman Islands. In addifzayman Islands companies may not have standimigtite a shareholder derivative action
in a federal court of the United States.

In addition, most of our directors and offis@re nationals and residents of countries otlzar the United States. Substantially all of our
assets and a substantial portion of the asselesétpersons are located outside the United States.

The Cayman Islands courts are also unlikely:

» torecognize or enforce against us judgment®oits of the United States based on certain gailility provisions of U.S. securities
laws; anc

» to impose liabilities against us, in original aadrought in the Cayman Islands, based on cestairiability provisions of U.S.
securities laws that are penal in nat

There is no statutory recognition in the Cagrtedands of judgments obtained in the United Staa#though the courts of the Cayman Isl:
will generally recognize and enforce a non-pendgijuent of a foreign court of competent jurisdictigithout retrial on the merits.

As a result of all of the above, public shatdkers may have more difficulty in protecting thieiterests in the face of actions taken by
management, members of the board of directorsmirating shareholders than they would as sharedrsldf a U.S. public company.

You may have difficulty enforcing judgments obtaid@gainst us.
We are a Cayman Islands company and subdtamticof our assets are located outside of thé@&¢hStates. Substantially all of our current
operations are conducted in the PRC. In additiavstrof our directors
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and officers are nationals and residents of coemwther than the United States. A substantialgrodf the assets of these persons are located
outside the United States. As a result, it mayiffeedlt for you to effect service of process withihe United States upon these persons. It may
also be difficult for you to enforce in U.S. coujdsigments obtained in U.S. courts based on thliakility provisions of the U.S. federal
securities laws against us and our officers anectlirs, most of whom are not residents in the dr8&ates and the substantial majority of
whose assets are located outside of the UnitedsStiet addition, there is uncertainty as to whethercourts of the Cayman Islands or the PRC
would recognize or enforce judgments of U.S. coagainst us or such persons predicated upon tiidiability provisions of the securities

laws of the United States or any state. In addjtibis uncertain whether such Cayman Islands o€ BBurts would be competent to hear
original actions brought in the Cayman IslandsherPRC against us or such persons predicated hpaeturities laws of the United States or
any state. See “Enforceability of Civil Liabilities the accompanying prospectus.
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USE OF PROCEEDS
We intend to use the proceeds of this offeforgcapital expenditures and general working emtirposes.
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PRICE RANGE OF OUR AMERICAN DEPOSITARY SHARES

For the period from December 20, 2006 to Ndven8, 2010, the closing price of our ADSs on tlesdaqg Global Market ranged from
US$2.30 to US$37.64 per ADS.

Set forth below, for the applicable perioddidated, are the high and low closing prices peSAD

High Low
uss uss
2006 (from December 20 12.1¢ 9.9¢
2007
Quarterly Highs and Lows
First Quarter 200 16.4¢ 10.2¢
Second Quarter 20( 17.6¢ 8.2¢
Third Quarter 200° 14.6¢ 9.1C
Fourth Quarter 200 35.9¢ 10.2¢
2008
Quarterly Highs and Lows
First Quarter 200 37.6¢ 8.97
Second Quarter 20( 26.5( 12.31
Third Quarter 200t 19.9¢ 10.2(
Fourth Quarter 200 11.57 2.6¢
2009
Quarterly Highs and Lows
First Quarter 200! 6.12 2.3C
Second Quarter 20( 8.4¢ 3.71
Third Quarter 200! 7.9¢ 4.7¢
Fourth Quarter 200 7.94 4.6
2010
Monthly Highs and Lows
May 2010 9.0C 6.0C
June 201( 8.3C 6.77
July 2010 10.2¢ 7.1¢
August 201( 11.3¢ 9.7¢
September 201 13.1¢ 10.9:2
October 201( 12.61 10.0¢
November (through November 8, 20: 11.43 9.9z

On November 8, 2010, the last reported closadg price of our ADSs on the Nasdaqg Global Mankast US$11.47 per ADS.
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DIVIDEND POLICY

We made a one-time cash dividend paymentdraggregate amount of RMB7.2 million to holdershef series A convertible preference
shares on December 31, 2006. Except for the fongg@ie have never declared or paid any cash did&leror do we have any present plan to
pay any cash dividends on our share capital ifdtreseeable future. We currently intend to retaostnif not all, of our available funds and i
future earnings to operate and expand our business.

Our board of directors has complete discretionwhether to pay dividends, subject to the apglrofrour shareholders. Even if our board of
directors decides to pay dividends, the form, fesqry and amount will depend upon our future openatand earnings, capital requirements
and surplus, general financial condition, contrattastrictions and other factors that the boardiegctors may deem relevant. If we pay any
dividends, we will pay our ADS holders to the saemtent as holders of our ordinary shares, subjettte terms of the deposit agreement,
including the fees and expenses payable thereu8der:Description of American Depositary Sharesthim accompanying prospectus. Cash
dividends on our ordinary shares, if any, will ladoin U.S. dollars.

We rely on dividends paid by Linyang Chinadorr cash needs, including the funds necessargytaiidends to our shareholders. The
payment of dividends by Linyang China is subjedirtotations. See “Risk Factors — Risks Relatedting Business in China — Limitations
on the ability of our operating subsidiary to payidends or other distributions to us could hawveaterial adverse effect on our ability to
conduct our business.”
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CAPITALIZATION

You should read this table in conjunction wétlr consolidated financial statements and theée@laotes included in our Annual Report on
Form 20-F for the year ended December 31, 200&rtended) and our condensed consolidated finaméahnation as of and for the three
months ended March 31, 2010, June 30, 2010 an@®bpt 30, 2010 contained in our current reportsa@m 6-K submitted to the SEC on
May 28, 2010, August 3, 2010 and November 9, 28d€pectively, which are incorporated by refererseim.

The following table sets forth our capitalinatas of September 30, 2010:
. on an actual basis; al

. on an adjusted basis giving effect to our issuamzksale of 5,914,878 ADSs (assuming a public ioffeprice of US$11.47 per AD:
which was the last reported sale price of our ADS&November 8, 2010) , after deducting commissansestimated offering

expenses
As of September 30, 2010
Actual Actual @ As Adjusted ) As Adjusted 12
(RMB) (US$) (RMB) (US$)

(in thousands)
Shareholder equity
Ordinary shares, US$0.0001 par value, 500,000,h8fes authorized;
328,663,828% shares issued and outstanding; and 358,238,218

shares issued and outstanding on an as adjustis 252 38 272 41
Additional paic-in capital 2,877,47  430,07¢ 3,306,52! 494,21
Statutory reserv 151,54: 22,65( 151,54: 22,65(
Retained earning 714,62¢ 106,81: 714,62¢ 106,81:
Total shareholde’ equity 3,743,86¢  559,57¢ 4,172,96! 623,71!
Total capitalizatior 3,743,86! 559,57¢ 4,172,96! 623,71!

(1) The translations of RMB into U.S. dollars &esed on the exchange rate on September 30, 3G forth in the H.10 statistical release
of the Federal Reserve Board, which was RMB6.68033$1.00

(2) Assumes a sale price of US$11.47 per ADS, whichthasast reported closing price of our ADSs on &laber 8, 201(

(3) The number of shares issued and outstandistpsed within “Shareholders’ equity” excludesfiiowing: a) 9,019,611 ADSs which
were issued to facilitate our convertible bond oiffg and such ADSs have been classified as beioly@ed from shareholderstuity for
accounting purposes; b) 1,693,260 ordinary shateshwhave been reserved by our company to allovthi@participation in the ADS
program by our employees pursuant to our sharemptian, from time to time and c) 30,672,689 ordirehares issued to Hanwha Solar
in connection with Hanwha Solar’s purchase of 36,889 ordinary shares of our company in Septem®&® 2nd such ordinary shares
have been classified as being excluded from shatety equity for accounting purpose

As of the date of this prospectus supplentbete has been no material change to our capitializas set forth above.
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DESCRIPTION OF SHARE CAPITAL

We are a Cayman Islands exempted companyliwiited liability and our affairs are governed byranemorandum and articles of
association, as amended and restated from timimé&) &nd the Companies Law (2010 Revision) of thgn@an Islands, which is referred to as
the Companies Law below.

As of September 30, 2010, our authorized sbapéal consisted of 500,000,000 ordinary shamith, a par value of US$0.0001 each.

The following are summaries of material praxis of our amended and restated memorandum antbarmf association and the Companies
Law insofar as they relate to the material termswfordinary shares.

Description of Ordinary Shares
General

All of our outstanding ordinary shares ardyfplaid and non-assessable. Certificates repremgtiie ordinary shares are issued in registered
form. Our shareholders who are non-residents o€Cdagman Islands may freely hold and vote theirmadi shares.

Dividends

The holders of our ordinary shares are edtitbesuch dividends as may be declared by our bofaddectors subject to the Companies Law.
Under our amended and restated memorandum ankkauicassociation, all dividends unclaimed for gear after having been declared may
be invested or otherwise made use of by our boladitectors for our exclusive benefit until claimehd we will not be deemed a trustee in
respect of such dividend or be required to accéarmrsiny money earned thereon. All dividends uncedrfor six years after having been
declared may be forfeited by our board of directord thereon will revert to us.

Voting Rights

The holder of each ordinary share is entittedne vote for each ordinary share held by sudtien@n all matters upon which the ordinary
shares are entitled to vote. Voting at any meeatirghareholders is by show of hands unless a polémanded. A poll may be demanded by
chairman of such meeting or any other shareholdshareholders present in person or by proxy adingat least 10% in par value of the
shares giving a right to attend and vote at thetimge

A quorum required for a meeting of sharehaldemsists of at least one shareholder present prdxy or, if a corporation or other non-
natural person, by its duly authorized represergdiblding not less than one-third of the outstagdioting shares in our company.
Shareholders’ meetings may be convened by our lfatotectors on its own initiative or upon a regui the directors by shareholders
holding in the aggregate 10% or more of our voshgre capital. Advance notice of at least 20 (lotithmore than 60) days is required for the
convening of our annual general shareholders’ mgethd any other general shareholders’ meetiningdlhr the passing of a resolution
requiring two-thirds of shareholder votes, and adeanotice of at least 14 (but not more than 6@¥dsrequired for the convening of other
general shareholder meetings.

An ordinary resolution to be passed by theaaders requires the affirmative vote of a simplgority of the votes attaching to the
ordinary shares cast in a general meeting, wisigegial resolution requires the affirmative voteofless than two-thirds of the votes cast
attaching to the ordinary shares. A special reemutill be required for important matters suchaashange of name or making changes to our
amended and restated memorandum and articlesadiatsn.

Transfer of Ordinary Shares

Subiject to the restrictions of our amendedrasthted memorandum and articles of associatapglicable, any of our shareholders may
transfer all or any of his or her ordinary shargsb instrument of transfer in the usual or comrfusm or any other form approved by our
board of directors.
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Our board of directors may, in its absolutcdition, decline to register any transfer of ardirary share which is not fully paid up or on
which we have a lien. Our board of directors map aecline to register any transfer of any ordirdrgre unless:

. the instrument of transfer is lodged with us,cmspanied by the certificate for the ordinary shaoeshich it relates and such other
evidence as our board of directors may reasonaljyire to show the right of the transferor to mtdestransfer

. the instrument of transfer is in respect of onlg @fass of ordinary share
. the instrument of transfer is properly stampededuired;

. in the case of a transfer to joint holders, the nenof joint holders to whom the ordinary sharwibe transferred does not exct
four;

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

If our directors refuse to register a trandifiery shall, within two months after the date orichitthe instrument of transfer was lodged, send
to each of the transferor and the transferee nofiseich refusal.

The registration of transfers may be susperaecthe register closed at such times and for padbds as our board of directors may from
time to time determine, provided, however, thatrégistration of transfers shall not be suspendedhre register closed for more than 45 days
in any year.

Liquidation

On a return of capital on winding up or othisevother than on conversion, redemption or pwettd ordinary shares), assets available for
distribution among the holders of ordinary shatedlde distributed among the holders of the ondirslares on pro ratabasis. If our assets
available for distribution are insufficient to regpall of the paid-up capital, the assets will bgtidlbuted so that the losses are borne by our
shareholders proportionately.

Calls on Ordinary Shares and Forfeiture of Ordinarghares

Our board of directors may from time to timeka calls upon shareholders for any amounts urgrattieir ordinary shares in a notice sel
to such shareholders at least 14 days prior tspkeified time of payment. The ordinary shares llage been called upon and remain unpaid
are subject to forfeiture.

Redemption of Ordinary Share

Subiject to the provisions of the Companies laaw other applicable law, we may issue sharesromstthat are subject to redemption, at our
option or at the option of the holders, on sucmgeand in such manner as may be determined byaspesolution.

Variations of Rights of Shares

If at any time, our share capital is dividatbidifferent classes of shares, all or any ofgpecial rights attached to any class of shares may,
subject to the provisions of the Companies Lawydréd either with the consent in writing of thedwers of thredourths of the issued shares
that class or by a special resolution passed ahargl meeting of the holders of the shares ofdlaas. The rights conferred upon the holde
the shares of any class issued with preferredr@ratghts shall not, unless otherwise expresstyiged by the terms of issue of the shares of
that class, be deemed to be varied by the creati@sue of further shares rankipgri passwwvith such existing class of shares. The rights of
holders of ordinary shares shall not be deemee teabied by the creation or issue of shares wigfgpred or other rights which may be affe«

by
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the directors as provided in the articles of asg@mn without any vote or consent of the holdersrdfinary shares.

General Meetings of Shareholders

The directors may, and shall on the requisibbshareholders holding at least 10% in par vafube capital of our company carrying vot
rights at general meetings, proceed to conven@eargemeeting of such shareholders. If the dirscttor not within 21 days from the deposit of
the requisition duly proceed to convene a genegadting, which will be held within a further periofi21 days, the requisitioning shareholders,
or any of them holding more than 50% of the totaing rights of all of the requisitioning sharehetd, may themselves convene a general
meeting. Any such general meeting must be conveiithih three months after the expiration of suchd2dy period.

Inspection of Books and Recort

Holders of our ordinary shares will have nogral right under Cayman Islands law to inspeaitiain copies of our list of shareholders or
our corporate records. However, we will provide sliareholders with annual audited financial statémesee “Where You Can Find
Additional Information About Us.”

Changes in Capital

We may from time to time by ordinary resolatio

. increase the share capital by such sum, to beativitto shares of such classes and amounts, assbletion shall prescrib

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

. sut-divide our existing shares, or any of them intoreha@f a smaller amount provided that in the subitia the proportion betwee
the amount paid and the amount, if any, unpaidamh eeduced share shall be the same as it wasénoéahe share from which the
reduced share is derived;

. cancel any shares which, at the date of the passitige resolution, have not been taken or agredstttaken by any person &
diminish the amount of our share capital by the amof the shares so cancell

We may by special resolution reduce our shapétal and any capital redemption reserve in aagmer authorized by law.

Exempted Company

We are an exempted company with limited ligbiinder the Companies Law. The Companies Lawrdjatshes between ordinary resident
companies and exempted companies. Any companysthegistered in the Cayman Islands but conductgnkess mainly outside of the Cayn
Islands may apply to be registered as an exempt@gany. The requirements for an exempted compangsgentially the same as for an
ordinary company except for the exemptions andlpges listed below:

. an exempted company does not have to file an amatuah of its shareholders with the Registrar ofpanies
. an exempted compa’s register of members is not open to inspec
. an exempted company does not have to hold an agenatal meeting

. an exempted company may issue no par value, nbtptia bearer share

S-38




Table of Contents

. an exempted company may obtain an undertaking stothi@ imposition of any future taxation (such utakings are usually given fi
20 years in the first instance

. an exempted company may register by way of contioman another jurisdiction and be deregisterethinCayman Island
. an exempted company may register as a limited idmrabmpany; an
. an exempted company may register as a segregatedlipacompany.

“Limited liability” means that the liabilityfoeach shareholder is limited to the amount unpgithe shareholder on the shares of the
company. We are subject to reporting and otherin&tional requirements of the Exchange Act, asiegiple to foreign private issuers. We
intend to comply with the Nasdaq Rules in lieuafdwing home country practice. The Nasdaq Rulegsiire that every company listed on the
Nasdaq hold an annual general meeting of sharetsolseaddition, our amended and restated artml@ssociation allow directors
shareholders to call special shareholder meetingaupnt to the procedures set forth in the articles

Differences in Corporate Law

The Companies Law is modeled after that ofliEhdaw but does not follow many recent Englis lstatutory enactments. In addition, the
Companies Law differs from laws applicable to Udif&tates corporations and their shareholders.agétlbelow is a summary of the
significant differences between the provisionshe&f Companies Law applicable to us and the lawscgipé to companies incorporated in the
State of Delaware and their shareholders.

Mergers and Similar Arrangement

The Companies Law permits mergers and coratidids between Cayman Islands companies and bef@eagnan Islands companies and
non-Cayman Islands companies. For these purpasesnérger” means the merging of two or more caustit companies and the vesting of
their undertaking, property and liabilities in asfesuch companies as the surviving company and (bpnsolidation” means the combination
of two or more constituent companies into a conlsddid company and the vesting of the undertakirgpgsty and liabilities of such compan
to the consolidated company. In order to effechsumerger or consolidation, the directors of eamtstituent company must approve a written
plan of merger or consolidation (a “Plan”), whiclushthen be authorized by either (a) a specialuésn of the shareholders of each
constituent company voting together as one clag®ithares to be issued to each shareholder gottelidated or surviving company will
have the same rights and economic value as theshald in the relevant constituent company or(areholder resolution of each
constituent company passed by a majority in numiygresenting 75% in value of the shareholders gdtigether as one class. The Plan must
be filed with the Registrar of Companies togethiha declaration as to the solvency of the codstdid or surviving company, a list of the
assets and liabilities of each constituent compard/an undertaking that a copy of the certificdtaerger or consolidation will be given to the
members and creditors of each constituent compadyablished in the Cayman Islands Gazette. Disggshareholders have the right to be
paid the fair value of their shares (which, if agreed between the parties, will be determinedhbyCayman Islands court) if they follow the
required procedures, subject to certain exceptiOpsrt approval is not required for a merger orsadidation which is effected in compliance
with these statutory procedures.

In addition, there are statutory provisionat tacilitate the reconstruction and amalgamatiocoonpanies, provided that the arrangement is
approved by a majority in number of each classhafesholders and creditors with whom the arrangeiisentbe made, and who must in
addition represent three-fourths in value of eaath<lass of shareholders or creditors, as theroayebe, that are present and voting either in
person or by proxy at a meeting, or meetings, coegidor that purpose. The convening of the meetimgssubsequently the arrangement must
be sanctioned by the Grand Court of the CaymandslaWhile a dissenting shareholder has the r@ghkpress to the court the view that the
transaction ought not to be approved, the courtbeaexpected to approve the arrangement if it detes that:

. the statutory provisions as to the due majorityeltve been me

. the shareholders have been fairly representecean#eting in questiol
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. the arrangement is such that a businessman woasgdmebly approve; ar
. the arrangement is not one that would more prog®rlganctioned under some other provision of thag2mies Law

When a takeover offer is made and acceptdwblgers of 90% of the shares within four months, afferor may, within a tworonth period
require the holders of the remaining shares tostearsuch shares on the terms of the offer. Anatigje can be made to the Grand Court of the
Cayman lIslands but this is unlikely to succeed sstbere is evidence of fraud, bad faith or cotinsi

If the arrangement and reconstruction is tysroved, the dissenting shareholder would hauwiéghts comparable to appraisal rights, wr
would otherwise ordinarily be available to dissegtshareholders of Delaware corporations, providigigts to receive payment in cash for the
judicially determined value of the shar

Shareholder’ Suits

The Cayman Islands courts can be expectegllomf English case law precedents. The common lamciples (namely the rule in Foss v.
Harbottle and the exceptions thereto) which peamitinority shareholder to commence a class actaimat or derivative actions in the name
of the Company to challenge (a) an act which isaulires the Company or illegal, (b) an act whiohstitutes a fraud against the minority
where the wrongdoers are themselves in contrdi@fdompany, and (c) an action which requires dutien with a qualified (or special)
majority which has not been obtained) have beetieappnd followed by the courts in the Cayman Idi&n

Indemnification of Directors and Executive Officerand Limitation of Liability

Cayman Islands law does not limit the extenvhich a company’s articles of association may/ig® for indemnification of officers and
directors, except to the extent any such provigiay be held by the Cayman Islands courts to bea&gnto public policy, such as to provide
indemnification against civil fraud or the consegces of committing a crime. Our amended and rastatmorandum and articles of
association permit indemnification of officers aticectors for losses, damages, costs and expems@sdd in their capacities as such unless
such losses or damages arise from willful or gresgligence, or unlawful conduct of such directarsfficers. This standard of conduct is
generally the same as permitted under the Dela@aresral Corporation Law for a Delaware corporatlaraddition, we intend to enter into
indemnification agreements with our directors aaaiar executive officers that will provide such gams with additional indemnification
beyond that provided in our amended and restatedarendum and articles of association.

Insofar as indemnification for liabilities sirig under the Securities Act may be permittedutodirectors, officers or persons controlling us
under the foregoing provisions, we have been inéatitnat, in the opinion of the SEC, such indematfan is against public policy as
expressed in the Securities Act and is therefoenfarceable as a matter of United States law.

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

Some provisions of our amended and restatedarandum and articles of association may discoymdglay or prevent a change in control
of our company or management that shareholderscosider favorable, including provisions that auiteour board of directors to issue
preference shares in one or more series and tgrdgsithe price, rights, preferences, privilegesrastrictions of such preference shares
without any further vote or action by our shareleotd

However, under Cayman Islands law, our dinsctoay only exercise the rights and powers gratateldem under our amended and restated
memorandum and articles of association, as ameswtiddestated from time to time, for what they hadien good faith to be in the best inten
of our company.
Directors’ Fiduciary Duties

Under Delaware corporate law, a director Biedaware corporation has a fiduciary duty to thepoaation and its shareholders. This duty
two components: the duty of care and the duty wdlty. The duty of care
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requires that a director act in good faith, with ttare that an ordinarily prudent person would @gerunder similar circumstances. Under this
duty, a director must inform himself of, and dis#do shareholders, all material information reabgnavailable regarding a significant
transaction. The duty of loyalty requires that@ctior act in a manner he or she reasonably balivbe in the best interests of the corpora

He or she must not use his or her corporate pasitiopersonal gain or advantage. This duty pradibelf-dealing by a director and mandates
that the best interest of the corporation andhtsaholders take precedence over any interestgseExdy a director, officer or controlling
shareholder and not shared by the shareholdersallgnén general, actions of a director are presdrto have been made on an informed basis
in good faith and in the honest belief that theasctaken was in the best interests of the corpmraHowever, this presumption may be
rebutted by evidence of a breach of one of thecfaty duties. Should such evidence be presenteckenimg a transaction by a director, a
director must prove the procedural fairness ofttaesaction, and that the transaction was of falner to the corporation.

As a matter of Cayman Islands law, a direofaa Cayman Islands company is in the position fad@ciary with respect to the company and
therefore it is considered that he owes the follmnaduties to the company — a duty to laeha fidein the best interests of the company, a duty
not to make a profit based on his or her posit®dieector (unless the company permits him to gasd a duty not to put himself in a position
where the interests of the company conflict with ¢ her personal interest or his or her duty tiwiral party. A director of a Cayman Islands
company owes to the company a duty to act with akill care. It was previously considered that aadar need not exhibit in the performance
of his or her duties a greater degree of skill thety reasonably be expected from a person of Hieoknowledge and experience. However,
English and Commonwealth courts have moved towandsbjective standard with regard to the requikéitiand care and these authorities are
likely to be followed in the Cayman Islands.

Shareholder Action by Written Consel

Under the Delaware General Corporation Laegroration may eliminate the right of shareholderact by written consent by amendment
to its certificate of incorporation. Cayman Islatas and our amended and restated articles of edBwcprovide that shareholders may
approve corporate matters by way of a unanimouttemriesolution signed by or on behalf of eachealder who would have been entitled to
vote on such matter at a general meeting withoueating being held.

Shareholder Proposal

Under the Delaware General Corporation Lashaeholder has the right to put any proposal bdfte annual meeting of shareholders,
provided it complies with the notice provisionglire governing documents. A special meeting mayaliead by the board of directors or any
other person authorized to do so in the governowuthents, but shareholders may be precluded frdingapecial meetings.

Cayman Islands law and our amended and restatieles of association allow our shareholdetdihg not less than 10% of the paid-up
voting share capital of the company to requisiicshareholdersheeting. As an exempted Cayman Islands compangsevaot obliged by la
to call shareholders’ annual general meetings. Heweur amended and restated articles of associegiquire us to call such meetings if
required by the Companies Law, other applicable taves or regulations or the Nasdaqg Rules.

Cumulative Voting

Under the Delaware General Corporation Lawnuative voting for elections of directors is narmitted unless the corporation’s
certificate of incorporation specifically providés it. Cumulative voting potentially facilitatebe representation of minority shareholders on a
board of directors since it permits the minoritpisholder to cast all the votes to which the shaldeh is entitled on a single director, which
increases the shareholder’s voting power with retsioeelecting such director. As permitted undey@an Islands law, our amended and
restated articles of association do not providectonulative voting. As a result, our shareholdeesret afforded any less protections or rights
on this issue than shareholders of a Delaware catipa.

Removal of Director:

Under the Delaware General Corporation Ladir@ctor of a corporation with a classified boardynbe removed only for cause with the
approval of a majority of the outstanding shardgtled to vote, unless the certificate of incorg@a provides otherwise. Under our amended
and restated articles of association, directors
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may be removed by ordinary resolution of the shaldgrs or all directors (other than the one wheimoved) passing a resolution or signing a
notice effecting the removal of such a directondrhbis office.

Transactions with Interested Shareholders

The Delaware General Corporation Law contaibsisiness combination statute applicable to Dekwearporations whereby, unless the
corporation has specifically elected not to be gogd by such statute by amendment to its certdichincorporation, it is prohibited from
engaging in certain business combinations withiarefested shareholder” for three years following dlate that such person becomes an
interested shareholder. An interested sharehoketeerglly is a person or a group who or which ownsvaned 15% or more of the target’s
outstanding voting stock within the past three ge@his has the effect of limiting the ability opatential acquirer to make a two-tiered bid for
the target in which all shareholders would notreated equally. The statute does not apply if, ajrather things, prior to the date on which
such shareholder becomes an interested sharehitiddroard of directors approves either the businembination or the transaction which
resulted in the person becoming an interested kblter. This encourages any potential acquireré&kaware corporation to negotiate the
terms of any acquisition transaction with the tésgleoard of directors.

Cayman Islands law has no comparable staste. result, we cannot avail ourselves of the tygfgwotections afforded by the Delaware
business combination statute. However, althoughr@aylslands law does not regulate transactionsdsetva company and its significant
shareholders, it does provide that such transagtiaunst be entered intmna fidein the best interests of the company and not whighefffect of
constituting a fraud on the minority shareholders.

Dissolution; Winding Up

Under the Delaware General Corporation Lavessithe board of directors approves the proposgissolve, dissolution must be approved
by shareholders holding 100% of the total votingvgoof the corporation. Only if the dissolutionngiated by the board of directors may it be
approved by a simple majority of the corporatiomgstanding shares. Delaware law allows a Delawangoration to include in its certificate
of incorporation a supermajority voting requiremeneconnection with dissolutions initiated by thealod. Under the Companies Law of the
Cayman Islands and our amended and restated amitissociation, our company may be dissolvedidated or wound up by the passing
special resolution.

Variation of Rights of Shares

Under the Delaware General Corporation Laegmoration may vary the rights of a class of shavith the approval of a majority of the
outstanding shares of such class, unless theicatéfof incorporation provides otherwise. Undeyi@an Islands law and our amended and
restated articles of association, if our sharetahjs divided into more than one class of shamesmay vary the rights attached to any class
with the consent in writing of the holders of 75%tlwe issued shares of that class or with the gamof a special resolution passed at a general
meeting of the holders of the shares of that class.

Amendment of Governing Documen

Under the Delaware General Corporation Laegmoration’s governing documents may be amendédtive approval of a majority of the
outstanding shares entitled to vote, unless thificate of incorporation provides otherwise. Aspéted by Cayman Islands law, our amended
and restated memorandum and articles of associatzynonly be amended by the passing of a specaluton.

Rights of Nor-Resident or Foreign Shareholders

There are no limitations imposed by our amedrated restated memorandum and articles of assartiati the rights of non-resident or
foreign shareholders to hold or exercise votingtsgon our shares. In addition, there are no piangsin our amended and restated
memorandum and articles of association governiagtinership threshold above which shareholder cstrigimust be disclosed.
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Directors’ Power to Issue Shares

Subject to applicable law, our board of dioestis empowered to issue or allot shares or gnatidns and warrants with or without preferr
deferred, qualified or other special rights or tiedbns. However, if any issue of shares (inclgdany issue of ordinary shares or any shares
with preferred, deferred, qualified or other spegghts or restrictions) is proposed and suchahg@roposed to be issued are at least 20% by
par value of the par value of all then issued shaten the prior approval by ordinary resolutiéthe holders of the ordinary shares, voting
together as one class, will be required. Theseigimns could have the effect of discouraging tlpiadties from seeking to obtain control of our
company in a tender offer or similar transaction.

Ordinary Shares

In June 2006, as part of our corporate rettring, we issued a total of 100,350,000 ordindrgres. These ordinary shares were issued to
Yonghua Solar Power Investment Holding Ltd., WHizdstment Co., Ltd., YongGuan Solar Power Investrifaiding Ltd., Yongfa Solar
Power Investment Holding Ltd., Yongliang Solar Powerestment Holding Ltd., Yonggiang Solar Powerdstment Holding Ltd., YongXing
Solar Power Investment Holding Ltd. and Forevegtmmess Investments Limited.

In June and August 2006, we issued in a @ipdcement an aggregate of 79,644,754 series yYedilnle preference shares to Citigroup
Venture Capital International Growth Partnershify.|_Citigroup Venture Capital International Co-éstment, L.P., Hony Capital Il L.P., LC
Fund IIl L.P., Good Energies Investments (Jerséwlited and two individual investors at an averagechase price of approximately US$0.67
per share for aggregate proceeds, before dedusftivpansaction expenses, of US$53 million. All loése 79,644,754 series A convertible
preference shares were converted to ordinary sldui@s company upon the completion of our inipablic offering.

We completed our initial public offering of 800,000 ordinary shares, in the form of ADSs, &8W2.50 per ADS on December 26, 2006,
after our ordinary shares and American Depositageipts were registered under the Securities Act.

On January 29, 2008, we closed an offerind®$172.5 million 3.50% convertible senior notes d0&8 to qualified institutional buyers
pursuant to Rule 144A under the Securities Actraeeived net proceeds of US$167.9 million. Holdrey convert the notes into our ADSs.
Concurrently with this note offering, we closedadfering of 9,019,611 ADSs, representing 45,098,06f85nary shares, to facilitate the note
offering. We did not receive any proceeds, othanttihe par value of the ADSs, from such offerind\biSs.

From July 17, 2008 to August 12, 2008, weeésand sold 5,421,093 ADSs in “at-the-market” aiffgs with an aggregate sale price of
US$73.9 million, of which we received net proceetit)S$71.8 million.

From September 17, 2009 to November 18, 28@9ssued and sold 3,888,399 ADSs in “at-the-maderings with an aggregate sale
price of US$23.1 million, of which we received pebceeds of US$21.8 million.

In September 2010, we issued in a privategoieent an aggregate of 36,455,089 ordinary shardanwha Solar at a purchase price of
US$2.144 per share for an aggregate sale priceséi78.2 million. Concurrently with the closing ofdloffering, we issued 30,672,689 ordir
shares to Hanwha Solar at par value of the ordishayes and an additional 14,407,330 ordinary sheneexpected to be issued to Hanwha
Solar at par value upon obtaining shareholder aaprfor this issuance.

Registration Rights

Pursuant to the registration rights agreerdated June 27, 2006, we granted to the holderaradminary shares which were converted f
our series A convertible preference shares cerggjistration rights, which primarily include:

. Demand RegistrationUpon request of any of the non-individual holdefreur ordinary shares which were converted fromsaries
A convertible preference shares, we shall effegisteation with respect to the registrable seaesitield by such holders on a form
other than Form F-3 (or any comparable form foggistration for an offering in a jurisdiction othteian the United States), provided
we shall only be obligated to effect three suchstegtions.

. Piggyback RegistrationThe holders of our ordinary shares which were caedefrom our series A convertible preference sharel
their permitted transferees are entitle“piggybacl’
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registration rights, whereby they may require useggister all or any part of the registrable semsgithat they hold at the time when
register any of our ordinary shares. All of suddiers have waived their piggyback registratiotsgn this offering

. Registrations olForm F-3 .We have granted the holders of our ordinary shatésh were converted from our series A convertible
preference shares and their permitted transferfetbe oegistrable securities the right to an urtédinumber of registrations under
Form F-3 (or any comparable form for a registratioa jurisdiction other than the United Statesiht® extent we are eligible to use
such form to offer securitie

Pursuant to a shareholder agreement betweewttaSolar and our company dated September 16, 2@ granted to Hanwha Solar cert
registration rights, which primarily include:

. Demand RegistrationUpon the request of Hanwha Solar, we shall effegistration with respect to the registrable semgiheld on
form other than Form F-3 (or any comparable formefoegistration for an offering in a jurisdictiother than the United States),
provided we shall only be obligated to effect thseeh registration:

. Demand Registrations cForm F-3 .We have granted Hanwha Solar the right to registeler Form F3 (or any comparable form fo
registration in a jurisdiction other than the Uditgtates) to the extent we are eligible to use $meh to offer securities

. Piggyback RegistrationHanwha Solar is entitled “piggybacl’ registration rights, whereby it may require usegister all or an'
part of the registrable securities that it holdthattime when we register any of our ordinary sh:

Lock-Up

Pursuant to a shareholder agreement betweewt#aSolar and our company dated September 16, #80¥18 period of one year, Hanwha
Solar agreed not to sell, assign, transfer, disteilor otherwise dispose of, or convey legal oreffieral interest in, or create, incur or assume
any lien with respect to, whether voluntary or ilwaary, our ordinary shares, unless otherwise @pgt by our independent directors, subject
to certain exceptions. In addition, after the exipm of this one-year period, Hanwha Solar agregtdo sell, assign, transfer, distribute or
otherwise dispose of, or convey legal or beneficitdrest in, or create, incur or assume any ligh vespect to, whether voluntary or
involuntary, our ordinary shares exceeding 25%heftbtal number of our ordinary shares issued amstanding in any 12-month period,
subject to certain exceptions.
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EXCHANGE RATE INFORMATION

The following table sets forth information aeding the rates in Renminbi per U.S. dollar far geriods indicated.

Renminbi per U.S. Dollar Rate(®)

Period End Average® Low High

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

May 6.830¢ 6.827¢ 6.824¢ 6.831(
June 6.781°t 6.818¢ 6.781°¢ 6.832:
July 6.773¢ 6.776: 6.770¢ 6.7807
August 6.806¢ 6.787: 6.767( 6.806¢
Septembe 6.690¢ 6.739¢ 6.686¢ 6.810:
October 6.670¢ 6.667¢ 6.639 6.691:

(1) For periods prior to January 1, 2009, thehexge rates reflect the noon buying rates as regdnt the Federal Reserve Bank of New
York. For periods after January 1, 2009, the exgkaates reflect the exchange rates as set fottieihl.10 statistical release of the
Federal Reserve Boat

(2) Annual averages are calculated from m-end rates. Monthly averages are calculated usimgikrage of the daily rates during
relevant period

This prospectus contains translations of geRMB amounts into U.S. dollar amounts at spedifigtes. Unless otherwise stated, the
translations of RMB into U.S. dollars have been enatithe exchange rate as set forth on Septemb@030 in the H.10 statistical release of
the Federal Reserve Board, which was RMB6.6905361J00. We make no representation that the RMB.8r tollar amounts referred to in
this prospectus could have been or could be cosdénto U.S. dollars or RMB, as the case may bangtparticular rate or at all. See “Risk
Factors — Risks Related to Our Company and Ourdingdu— Fluctuations in exchange rates could adWeedéect our business as well as
result in foreign currency exchange losses” andgKMactors — Risks Related to Doing Business im&hi- Restrictions on currency
exchange may limit our ability to receive and userevenue effectively” for discussions of the eféeof fluctuating exchange rates and
currency control on the value of our ADSs. On Oetabf, 2010, the exchange rate as set forth ikthe statistical release of the Federal
Reserve Board was RMB6.6705 to US$1.00.
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SHARES ELIGIBLE FOR FUTURE SALE

All of the ADSs sold in this offering and thedinary shares they represent will be freely thrarable by persons other than our “affiliates”
without restriction in the United States or furthegistration under the Securities Act. Sales bSgantial amounts of our ADSs in the public
market could adversely affect prevailing marketgsi of our ADSs.

The ordinary shares held by existing sharedrslgrior to, and those ordinary shares convertad bur series A convertible preference
shares upon the completion of, our initial publifeong are “restricted securities,” as that tesmefined in Rule 144 under the Securities Act.
These restricted securities may be sold in theddrBtates only if they are registered or if theglify for an exemption from registration under
Rule 144 or Rule 701 under the Securities Act. Ehretes are described below.

Rule 144

In general, under Rule 144, a person (or persdhose shares are aggregated) who is not deenmad ¢ been an affiliate of ours at any time
during the three months preceding a sale, and vakdbneficially owned restricted securities witthiea meaning of Rule 144 for at least six
months (including any period of consecutive ownigrsifi preceding noraffiliated holders) would be entitled to sell thaderes, subject only
the availability of current public information altaus. A non-affiliated person who has beneficialyned restricted securities within the
meaning of Rule 144 for at least one year wouléritéled to sell those shares without regard topttoerisions of Rule 144,

In general, under Rule 144, our affiliatepersons selling shares on behalf of our affiliaesentitled to sell upon expiration of the lock-up
agreements described above, a number of sharedabsainot exceed the greater of:

* 1% of the number of ordinary shares then outstandimthe form of ADSs or otherwise;

» the average weekly trading volume of the ADSsesgnting our ordinary shares on the Nasdaq GMhaaket during the four calendar
weeks preceding the filing of a notice on Form @4t respect to such sal

Sales under Rule 144 by our affiliates or pessselling shares on behalf of our affiliatesals® subject to certain manner of sale provisions
and notice requirements and to the availabilitgwfent public information about us.

Rule 701

Beginning 90 days after the date of this peass, persons other than affiliates who purchasaitiary shares under a written compensatory
plan or contract may be entitled to sell such shareeliance on Rule 701. Rule 701 permits affiato sell their Rule 701 shares under
Rule 144 without complying with the holding perimgiuirements of Rule 144. Rule 701 further provitdhes non-affiliates may sell these
shares in reliance on Rule 144, subject only tom#sner-of-sale requirements. However, the Ruleshates would remain subject to lock-up
arrangements and would only become eligible foz gdien the lock-up period expires.

S-46




Table of Contents

TAXATION

The following summary of the material Cayman IsiarfeRC and United States federal tax consequeri@siavestment in our ADSs or
ordinary shares is based upon laws and relevamrpretations thereof in effect as of the date @f gnospectus supplement, all of which are
subject to change. This summary does not dealallipossible tax consequences relating to an imaest in our ADSs or ordinary shares, s
as the tax consequences under U.S., state, lochbtrer tax laws. To the extent that the discusedtates to matters of Cayman Islands tax
law, it represents the opinion of Maples and Calaer Cayman Islands counsel. To the extent theud&on relates to PRC tax law, it
represents the opinion of Grandall Legal Group (&difzei), our PRC counsel. To the extent that theudision relates to matters of U.S. fed:
income tax law, it represents the opinion of Sheari& Sterling LLP, our special U.S. counsel.

Cayman Islands Taxation

The Cayman Islands currently levies no taxemdividuals or corporations based upon profitspime, gains or appreciation and there is no
taxation in the nature of inheritance tax or esthtsy. No Cayman Islands stamp duty will be payaftkess an instrument is executed in,
brought to, or produced before a court of the Caytstands. The Cayman Islands is not party to ampte tax treaties that are applicable to
any payments made to or by our company. There@sxohange control regulations or currency resrstin the Cayman Islands.

PRC Taxation

Under the EIT, which took effect as of Janubrg008, enterprises established under the lamefPRC jurisdictions but whose “de facto
management body” is located in the PRC are corsideesident enterprises” for PRC tax purposes.Hlfedoes not define the term “de facto
management.” However, the Implementation Regulatfonthe Enterprise Income Tax Law of the PRCasisby the State Council on
December 6, 2007 defined de facto management bodp astablishment that exerts substantial and i@mapsive management and control
over the business operations, staff, accountirggtasind other aspects of the enterprise. Sinaasutally all of our management is currently
based in the PRC, and may remain in the PRC ifotleseeable future, it is likely that we will begeeded as a “resident enterprise” on a strict
application of the EIT and its Implementation Regiains. If Solarfun or any of its non-PRC subsidiais treated as a “resident enterprise” for
PRC tax purposes, Solarfun or such subsidiarybeilsubject to PRC income tax on worldwide income aiform tax rate of 25%, excluding
the dividend income received from our PRC subsielawvhich should have been subject to PRC incomaltaady.

Moreover, the EIT provides that an incomertte of 10% is normally applicable to dividends gialg to non-PRC investors who are “non-
resident enterprises,” to the extent such dividexrdslerived from sources within the PRC. We &Bawman Islands holding company and
substantially all of our income is expected to bewkd from dividends we receive from our operasagsidiaries located in the PRC (through
our holding company structure). Thus, dividendslpaius by our subsidiaries in China may be sultgetiie 10% income tax if we are
considered a “non-resident enterprise” under tfie El

If we are deemed by the PRC tax authorities ‘assident enterprise” and declare dividendseurtide existing implementation rules of the
EIT, dividends paid by us to our shareholders oiSAiplders, which are “non- resident enterprises!’ @m not have an establishment or place
of business in the PRC, or which have an estabksiimor place of business in the PRC but the relemaome is not effectively connected w
that establishment or place of business, mighubgst to PRC withholding tax at 10% or a loweatyerate.

Similarly, any gain realized on the transfeADSs or shares by non-PRC investors who are ‘re@ident enterprises,” is also subject to
10% PRC withholding income tax if such gain is reigal as income derived from sources within the PR@e are considered a “resident
enterprise,’it is unclear whether the dividends we pay withpezg to our ordinary shares or ADSs, or the gainmyay realize from the transt
of our ordinary shares or ADSs, would be treatethesme derived from sources within the PRC andesuitto PRC tax.

According to the EIT, PRC income tax at thie ief 20% is applicable to dividends payable taviddial investors if such dividends are
regarded as income derived from sources withirPtRE. Any gain realized on the transfer of ADSsharses by individual investors is also
subject to PRC tax at 20% if such gain is regaatethcome derived from sources within the PRC.dfate deemed by the PRC tax authorities
as a “resident enterpriselie dividends we pay to our individual investorshaiespect to our ordinary shares or ADSs, or #ie the individue
investors may realize from the transfer of our wady shares or ADSs, might be treated as
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income derived from sources within the PRC anduiigest to PRC tax at 20% or a lower treaty ratedétrthe current double taxation treaty
between the PRC and the United States, for beakieiners of shares who are tax-resident in theddristates who qualify for the benefits of
the treaty, and whose ownership of the sharestiattributable to an establishment or place of hess in the PRC, the applicable treaty rate on
dividends is 10% (the “Treaty Rate”).

U.S. Federal Income Taxation

The following discussion describes the mat&#i&. federal income tax consequences to U.S. étsl{tlefined below) under present law of
an investment in the ADSs or ordinary shares. $himmary applies only to investors that hold the A@Sordinary shares as capital assets.
This discussion is based on the tax laws of theddrfstates as in effect on the date of this praspesupplement and on U.S. Treasury
regulations in effect or in some cases, proposedf ¢he date of this prospectus supplement, asasglidicial and administrative
interpretations thereof available on or before siate. All of the foregoing authorities are subjecthange, which change could apply
retroactively and could affect the tax consequedessribed below.

The following discussion does not deal witl tAx consequences to any particular investor peteons in special tax situations such as:
» certain financial institutions

* insurance companie

* broker dealers

* U.S. expatriates

» traders that elect to meto-market;

* 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 paatstfaddle, hedging, conversion or integratedsaetion; ol
» persons that actually or constructively own 10%nare of our voting stocl

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

The discussion below of the U.S. federal inedax consequences to “U.S. Holders” will applyafi are a beneficial owner of ADSs or
ordinary shares and you are, for U.S. federal iretem purposes:

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

» acorporation (or other entity taxable as a corpamegfor U.S. federal income tax purposes) orgashizeder the laws of the Unitt
States, any state in the United States or theiBlisti Columbia;

* an estate whose income is subject to U.S. fedecahie taxation regardless of its source
» atrust that (1) is subject to the primary sujmon of a court within the United States and onenore U.S. persons have the authority
to control all substantial decisions of the trus(2) was in
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existence on August 20, 1996, was treated as apédrSon under the U.S. Internal Revenue Code o8,188amended, on the previc
day and has a valid election in effect under applie U.S. Treasury regulations to be treated assapérson

If you are a partner in a partnership or otiretity taxable as a partnership for U.S. federabime tax purposes that holds ADSs or ordinary
shares, your tax treatment generally will depengaur status and the activities of the partnerslfipou are a partnership or a partner in a
partnership holding ADSs or ordinary shares, yaawshconsult your own tax advisors.

The U.S. Treasury has expressed concernpahtiés to whom depositary shares are releasedebstiares are delivered to the depositary
(“pre-release”), or intermediaries in the chairoaiership between owners and the issuer of theigganderlying the depositary shares may
be taking actions that are inconsistent with tleénting of foreign tax credits by owners of depasitshares. Such actions would also be
inconsistent with the claiming of the reduced @ftéax, described below, applicable to dividendseieed by certain non-corporate owners.
Accordingly, the analysis of the creditability afyaforeign taxes and the availability of the rediitax rate for dividends received by certain
U.S. Holders of ADSs, each described below, coeldffiected by actions taken by parties to whomAb&s are released.

The discussion below assumes that the repagmrs contained in the deposit agreement areatndethat the obligations in the deposit
agreement and any related agreement will be cothplith in accordance with their terms. If you hdlBSs, you should be treated as the
holder of the underlying ordinary shares represkhtethose ADSs for U.S. federal income tax purpoEchanges of ordinary shares for
ADSs and ADSs for ordinary shares generally will be subject to U.S. federal income tax.

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

Subject to the passive foreign investment comyprules discussed below, the gross amount oflatgrbution (including constructive
dividends) to you with respect to the ADSs or oatljnshares generally will be included in your grioe®me as dividend income on the date of
actual or constructive receipt by the depositanthe case of ADSs, or by you, in the case of agishares, but only to the extent that the
distribution is paid out of our current or accumethearnings and profits (as determined under feéd&ral income tax principles). The
dividends will not be eligible for the dividendseeved deduction allowed to corporations in respéclividends received from U.S.
corporations.

With respect to certain non-corporate U.S.dddd, including individual U.S. Holders, for taxalylears beginning before January 1, 2011,
dividends may constitute “qualified dividend incdnamd be taxed at the lower applicable capital gagte, provided that (1) the ADSs or
ordinary shares are readily tradable on an estedglisecurities market in the United States, (2amenot a passive foreign investment comy
(as discussed below) for either our taxable yearhiith the dividend was paid or the preceding téxgbar, and (3) certain holding period
requirements are met. Under U.S. Internal Reverueic authority, ordinary shares, or ADSs repréagrsuch 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 Nasdaqg Global
Market, as our ADSs are. You should consult youra@dvisors regarding the availability of the lowate for dividends paid with respect to our
ADSs or ordinary shares.

Dividends will constitute foreign source incerfior U.S. foreign tax credit limitation purposéghe dividends are qualified dividend incol
(as discussed above), the amount of the dividetghtanto account for purposes of calculating th8.Joreign tax credit limitation will in
general be limited to the gross amount of the @in@ multiplied by the reduced rate divided by ltlghest rate of tax normally applicable to
dividends. The limitation on foreign taxes eligilbbe credit is calculated separately with respecgecific classes of income. For this purpose,
dividends distributed by us with respect to the A® ordinary shares will generally constitute ‘gas category incomdjut could, in the ca:
of certain U.S. Holders, constitute “general catgdgacome.”

Subiject to certain conditions and limitatioR®C withholding taxes on dividends at a rate nmoeeding the Treaty Rate may be treated as
foreign taxes eligible for credit against your Uf&leral income tax. U.S. Holders should consirtbwn tax advisors regarding the
creditability of any PRC tax, in their particuldaraumstances.
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To the extent that the amount of the distidiuexceeds our current and accumulated earnirgypifits, it will be treated first as a tax-free
return of your tax basis in your ADSs or ordinanaies, and to the extent the amount of the digtdbwexceeds your tax basis, the excess will
be taxed as capital gain. We do not intend to ¢atlewour earnings and profits under U.S. fedemrabime tax principles. Therefore, you should
expect that any distribution we make will generdlgytreated as a dividend.

Taxation of Disposition of ADSs or Ordinary Shares

Subject to the passive foreign investment comgprules discussed below, you will recognize téxafain or loss on any sale, exchange or
other taxable disposition of an ADS or ordinaryrehequal to the difference between the amountzedlior the ADS or ordinary share and
your tax basis in the ADS or ordinary share. Thia galoss generally will be capital gain or lofsyou are a no-corporate U.S. Holder,
including an individual U.S. Holder, who has heie tADS or ordinary share for more than one yean,witl be eligible for reduced tax rates.
The deductibility of capital losses is subjectitoifations. Any such gain or loss that you recognidll generally be treated as U.S. source
income or loss for foreign tax credit limitationrposes.

If PRC withholding tax were to apply to a sagchange or other taxable disposition of an ADSrdinary share, as described above under
“— PRC Taxation,” you generally would only be abdeclaim a foreign tax credit for the amount witlthto the extent that you have sufficient
foreign source income. In the event that PRC taxitisheld from a sale, exchange or other taxatdpahition of an ADS or ordinary share, a
U.S. Holder that is eligible for the benefits oétimcome tax treaty between the United Statestan®RC may be able to elect to treat the gain
from such a disposition as foreign source for fgmetax credit limitation purposes. If PRC tax ighkield, you should consult your own tax
advisor regarding your eligibility for the benefatthe income tax treaty between the United Statesthe PRC and the creditability of any
PRC tax in your particular circumstances.

Passive Foreign Investment Compa

We do not expect to be a passive foreign itnvest company, or PFIC, for U.S. federal incomegarsposes for our current taxable year
ending December 31, 2010 or in the foreseeabledu@ur actual PFIC status for the current taxgbbe ending December 31, 2010 and any
future taxable year depends on the compositioruofrcome and assets for the applicable taxableame cannot be determined until the close
of the applicable taxable year. Accordingly, thisrao guarantee that we will not be a PFIC fordheent taxable year or any future taxable
year. A noi-U.S. corporation is considered to be a PFIC fgrtanable year if either:

» atleast 75% of its gross income is passive incan

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

We will be treated as owning our proportiorsttare of the assets and our receiving proporgostare of the income of any other
corporation in which we own, directly or indirectiyore than 25% (by value) of the stock.

We must make a separate determination eactagea whether we are a PFIC. As a result, ouCREhtus may change. If we are a PFIC for
any year during which you hold ADSs or ordinaryrgisaunless you make a “mark-to-market” electiodiasussed below, we generally will
continue to be treated as a PFIC for all succeegiags during which you hold ADSs or ordinary skare

If we are a PFIC for any taxable year durifgol you hold ADSs or ordinary shares, you willdubject to special tax rules with respect to
any “excess distribution” that you receive and gain you realize from a sale or other dispositiosl(ding a pledge) of the ADSs or ordinary
shares, unless you make a “mark-to-market” elecmdiscussed below. Distributions you receivetiaxable year that are greater than 125%
of the average annual distributions you receivathdiuthe shorter of the three preceding taxablesyeayour holding period for the ADSs or
ordinary shares will be treated as an excess loligion. Under these special tax rules:
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» the excess distribution or gain will be allocataethbly over your holding period for the ADSs orinedy shares

» the amount allocated to the current taxable yaraat,any taxable year prior to the first taxablaryia which we became a PFIC, will be
treated as ordinary income; a

» the amount allocated to each other year will bgesbo the highest tax rate in effect for thatryaad the interest charge gener:
applicable to underpayments of tax will be imposedhe resulting tax attributable to each such.y

The tax liability for amounts allocated to y®arior to the year of disposition or “excessriigttion” cannot be offset by any net operating
losses for such years, and gains (but not loseatiyed on the sale of the ADSs or ordinary sheaesiot be treated as capital, even if you hold
the ADSs or ordinary shares as capital assets.

Alternatively, a U.S. Holder of “marketabl®esk” (as defined below) in a PFIC may make a markatirket election for such stock of a
PFIC to elect out of the tax treatment under theesg distribution regime. If you make a mark-tokeaelection for the ADSs or ordinary
shares, you will include in income each year anwamhequal to the excess, if any, of the fair maxiedtie of the ADSs or ordinary shares as of
the close of your taxable year over your adjustsishin such ADSs or ordinary shares. You are @&tbev deduction for the excess, if any, of
the adjusted basis of the ADSs or ordinary shaves their fair market value as of the close oftdpeable year. However, deductions are
allowable only to the extent of any net mark-to-kedrgains on the ADSs or ordinary shares includegbur income for prior taxable years.
Amounts included in your income under a mark-tokeaelection, as well as gain on the actual salatlwer disposition of the ADSs or
ordinary shares, are treated as ordinary incomgin@ny loss treatment also applies to the dedwepbktion of any mark-to-market loss on the
ADSs or ordinary shares, as well as to any lodizeshon the actual sale or disposition of the ADSsrdinary shares, to the extent that the
amount of such loss does not exceed the net mamattiet gains previously included for such ADSsmirmary shares. Your basis in the AL
or ordinary shares will be adjusted to reflect angh income or loss amounts. The U.S. federal irctam rules that apply to distributions by
corporations that are not PFICs would apply torifistions by us.

The mark-to-market election is available diay“marketable stock,” which is stock that is réagly traded in other than de minimis
guantities on at least 15 days during each calemqaater on a qualified exchange, including theddas or other market, as defined in
applicable U.S. Treasury regulations. The ADSdiated on the Nasdag, and we expect that theyowiitinue to be regularly traded on the
Nasdag. Consequently, if you are a holder of ADISs marl-to-market election should be available to you weesto be or become a PFIC.

If you hold ADSs or ordinary shares in anyryi@avhich we are a PFIC, you will be requiredite fJ.S. Internal Revenue Service
Form 8621 regarding distributions received on tf¥SA or ordinary shares, any gain realized on thgadition of the ADSs or ordinary shares
and any “reportable electiontith respect to the ADSs or ordinary shares in edaoce with the instructions to such form. In aidditeach U.<
shareholder of a PFIC is required to file such ahimformation as is specified by the U.S. Treaddepartment. You should consult your own
tax advisor concerning the reporting requirememas would apply if we were to be a PFIC for anyatale year.

In addition, if we are a PFIC, we do not irdega prepare or provide you with the informatiocessary to make a “qualified electing fund”
election.

Information Reporting and Backup Withholding and @er Reporting Requirement

Dividend payments with respect to ADSs or nady shares and proceeds from the sale, excharrgdemption of ADSs or ordinary shares
may be subject to information reporting to the Urernal Revenue Service and possible U.S. bawktifholding. Backup withholding will
not apply, however, if you are a corporation or.8& UHolder who furnishes a correct taxpayer idemtifon number and makes any other
required certification or if you are otherwise exgrfrom backup withholding. If you are a U.S. Haldého is required to establish exempt
status, you generally must provide such certifazatin U.S. Internal Revenue Service Form W-9. H&@ders should consult their tax advisors
regarding the application of the U.S. informatieparting and backup withholding rules.
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Backup withholding is not an additional taxméunts withheld as backup withholding may be cesHégainst your U.S. federal income tax
liability, and you may obtain a refund of any exxamounts withheld under the backup withholdingsuy filing the appropriate claim for
refund with the U.S. Internal Revenue Service amdi$hing any required information in a timely mann

In addition, for taxable years beginning afttarch 18, 2010, certain U.S. Holders who are iitligls that hold certain foreign financial
assets (which may include the ADSs or ordinaryes$jaare required to report information relatingtich assets, subject to certain exceptions.
You should consult your own tax advisor regardimg ¢ffect, if any, of these rules on your ownerstng disposition of the ADSs or ordinary
shares.
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UNDERWRITING

Subject to the terms and conditions of theeuwtditing agreement, the underwriters named bethraugh their representatives, namely,
Morgan Stanley & Co. International plc and UBS Siims LLC, have severally agreed to purchase fusnthe following respective number of
ADSs:

Underwriters Number of ADSs
Morgan Stanley & Co. International [
UBS Securities LLC
HSBC Securities (USA) Inc
Wells Fargo Securities, LL
Total

The underwriting agreement provides that thiggations of the several underwriters to purchaB&s offered hereby are subject to certain
conditions precedent and that the underwriterspuitchase all of the ADSs offered by this prospestupplement and the accompanying
prospectus, other than those covered by the olarrant option described below, if any of these Al$e purchased.

We have been advised by the managers forrttierwriters that the underwriters propose to dfierADSs to the public at the public
offering price set forth on the cover of this prestus supplement and to dealers at a price theggepts a concession not in excess of US$
ADS under the public offering price. The underwstenay allow, and these dealers may re-allow, @ession of not more than US$ per ADS
to other dealers. After the initial public offeringpresentatives of the underwriters may changeftfering price and other selling terms.

We have granted to the underwriters an opgaprcisable not later than 30 days after the ofatieis prospectus supplement, to purchase up
to US$10,176,548 aggregate sale price of additidiess at the public offering price less the undéing discounts and commissions set forth
on the cover page of this prospectus supplemeretufkerwriters may exercise this option only toezawer-allotments made in connection
with the sale of the ADSs offered by this prosps&upplement and the accompanying prospectus.eTextient that the underwriters exercise
this option, each of the underwriters will beconbdigated, subject to conditions, to purchase appraiely the same percentage of these
additional ADSs as the number of ADSs to be puretidoy it in the above table bears to the total nemath ADSs offered by this prospectus
supplement and the accompanying prospectus. Wequéed, pursuant to the option, to sell thesatadl ADSs to the underwriters to the
extent the option is exercised. If any addition8ISs are purchased, the underwriters will offeratiditional ADSs on the same terms as those
on which the ADSs are being offered.

The underwriting discounts and commissionsAi2$ are equal to the public offering price per AI2Ss the amount paid by the
underwriters to us per ADS. The underwriting dististand commissions are % of the public oftpprice. We have agreed to pay the
underwriters the following discounts and commissjassuming either no exercise or full exerciséhbyunderwriters of the underwriters’
over-allotment option:

Total Fees
With Full
Without Exercise of Exercise of
Over-Allotment Over-Allotment
Fee per AD¢ Option Option
Discounts and commission WS WS USss

We have agreed to indemnify the underwritgi@rasst some specified types of liabilities, inchugliiabilities under the Securities Act, and to
contribute to payments the underwriters may beirequo make in respect of any of these liabilities

We have agreed that, without the prior writtensent of the managers on behalf of the undessyifor a period of 90 days after the date of
this prospectus supplement, subject to the exaepspecified below, we will not:

» offer, pledge, sell, contract to sell, sell anyioptor contract to purchase, purchase any optiaontract to sell, grant any option, ri¢
or warrant to purchase, lend, or otherwise transf
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dispose of, directly or indirectly, any ordinaryasés or ADSs or any securities convertible intexercisable or exchangeable
ordinary shares or ADS

» enter into any swap or other arrangement thasteas to another, in whole or in part, any ofésenomic consequences of ownership
of the ordinary shares or ADSs;

» any ordinary shares or ADSs or any securities cditie into or exercisable or exchangeable for wady shares or ADS

whether any such transaction described abovelie settled by delivery of ADSs, ordinary shareswah other securities, in cash or otherwise.
The foregoing restrictions will not apply to (1etbrdinary shares or ADSs to be sold pursuantisoptftospectus supplement; (2) the issuance
by us of ordinary shares or ADSs upon the exewdisa option or warrant or the conversion of a siéggoutstanding on the date hereof of
which the underwriters have been advised in wrjtorg3) the establishment of a trading plan punst@Rule 10b5-1 under the Exchange Act
for the transfer of ordinary shares or ADSs. Ndtatianding the foregoing, if (i) during the lastdays of the 90-day lockp period we issue i
earnings release or material news or a materiaiteedating to us occurs, or (ii) prior to the engtion of the 90-day lock-up period, we
announce that we will release earnings resultsdutie 16-day period beginning on the last dayefd0-day lock-up period, the lock-up will
continue to apply until the expiration of the 18¢q¢eeriod beginning on the issuance of the earnialgmse or the occurrence of the material
news or material event.

In addition, each of our executive officerggdtors and Hanwha Solar, have agreed that, witthe@uprior written consent of the manager
behalf of the underwriters, they will not, durifgetperiod ending 90 days after the date of thisgeotus supplement:

« offer, pledge, sell, contract to sell, sell apfion or contract to purchase, purchase any omtiaontract to sell, grant any option, right
or warrant to purchase, lend, or otherwise transfelispose of, directly or indirectly, any ordipahares or ADSs beneficially owned
(as such term is used in the Exchange Act) by theany other securities so owned convertible intexercisable or exchangeable for
ordinary shares or ADSs;

* enter into any swap or other arrangement thatfeasn$o another, in whole or in part, any of theremmic consequences of owners
of the ordinary shares or ADS

whether any such transaction described abovelie settled by delivery of ordinary shares, ADSsuwwh other securities, in cash or otherwise.
The foregoing restrictions will not apply to (1amsactions relating to shares of ordinary sharédx@s or other securities acquired in open
market transactions after the completion of thferirig; (2) transfers of any ordinary shares or A@$ any security convertible into ordinary
shares as a bona fide gift; (3) distributions of ardinary shares, ADSs or any security convertiile ordinary shares or ADSs to limited
partners or stockholders of the undersigned; pealithat in the case of any transfer or distribuparsuant to (2) or (3), each donee or
distributee shall sign and deliver a lock-up letebstantially in the form of this letter; or (detestablishment of a trading plan pursuant to
Rule 10b5-1 under the Exchange Act for the tranefesrdinary shares or ADSs, provided that suci glees not provide for the transfer of
ordinary shares or ADSs during the restricted pkaind no public announcement or filing under thetiaxge Act regarding the establishment
of such plan shall be required of or voluntarilydady or on behalf of such officer, director, sihalder or us. Notwithstanding the foregoing,
if (i) during the last 17 days of the 90-day logkoeriod we issue an earnings release or matexves or a material event relating to us occurs,
or (ii) prior to the expiration of the 90-day loci- period, we announce that we will release eamiegults during the 16-day period beginning
on the last day of the 90-day lock-up period, thekiup will continue to apply until the expiratiofithe 18-day period beginning on the
issuance of the earnings release or the occuri@rtbe material news or material event.

In connection with the offering, the undenerg may purchase and sell ADSs in the open markese transactions may include short si
purchases to cover positions created by short saléstabilizing transactions.
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Short sales involve the sale by the underveritd a greater number of ADSs than they are reduip purchase in the offering. Covered short
sales are sales made in an amount not greatetttbamderwriters’ option to purchase additional AD®m us in the offering. The
underwriters may close out any covered short poshiy either exercising their option to purchasdittwhal ADSs or purchasing ADSs in the
open market. In determining the source of ADSddse out the covered short position, the undervaritéll consider, among other things, the
price of ADSs available for purchase in the opemnkeizas compared to the price at which they maghmse ADSs through the over-allotment
option.

Naked short sales are any sales in exce$®e aver-allotment option. The underwriters musselout any naked short position by
purchasing ADSs in the open market. A naked shusitipn is more likely to be created if underwrit@rre concerned that there may be
downward pressure on the price of the ADSs in fhenanarket prior to the completion of this offering

Stabilizing transactions consist of variougshiior or purchases of our ADSs made by the undiemsiin the open market prior to the
completion of this offering.

The underwriters may impose a penalty bidsTucurs when a particular underwriter repays ¢oother underwriters a portion of the
underwriting discount received by it because theagers for the underwriters have repurchased APEsy or for the account of that
underwriter in stabilizing or short covering tracans.

Purchases to cover a short position and &atdgjltransactions may have the effect of preventinslowing a decline in the market price of
our ADSs. Additionally, these purchases, along whthimposition of the penalty bid, may stabiliz&intain or otherwise affect the market
price of our ADSs. As a result, the price of our@®may be higher than the price that might otherwidst in the open market. These
transactions may be effected on the Nasdaq Globak®, in the over-the-counter market, or otherwise

A prospectus in electronic format is being magailable on Internet web sites maintained byammaore of the underwriters of this offeri
and may be made available on web sites maintaipedher underwriters. Other than the prospectieddntronic format, the information on ¢
underwriter’'s web site and any information contdimeany other web site maintained by an underwiit@ot part of this prospectus
supplement or accompanying prospectus or the rafi@t statement of which this prospectus supplérmed accompanying prospectus forr
part.

Our ADSs are listed on Nasdaqg Global Marketeurthe symbol “SOLF.”

Some of the underwriters or their affiliates/f provided investment banking or commercial bagkiervices to us in the past and may do so
in the future. They receive customary fees and c@sions for these services.

Morgan Stanley & Co. International @caddress is 25 Cabot Square, Canary Wharf, LoBddmMQA, United Kingdom and UBS Securi
LLC’s address is 299 Park Avenue, New York, NewR'd@171-0026.

Selling Restrictions

No action may be taken in any jurisdictionestthan the United States that would permit a putifiering of the ADSs. This prospectus
supplement and the accompanying prospectus doonstitute an offer of, or an invitation by or orhla$ of, us or the underwriters, to
subscribe for or purchase any of the ADSs in angdgiction to any person to whom it is unlawfulnt@ke such an offer or solicitation in that
jurisdiction. The distribution of this prospectugpplement and the accompanying prospectus andféming of the ADSs in certai
jurisdictions may be restricted by law, and we #relunderwriters require persons into whose poisefss prospectus supplement and
accompanying prospectus come to observe suchctésts.

Australia

This prospectus supplement and the accompamyspectus is not a disclosure document undept€héD of the Corporations Act 2001
(Cth), or the Australian Corporations Act, has Ine¢n lodged with the Australian Securities and $twents Commission and does not purport
to include the information required of a disclosdoeument under Chapter 6D of the Australian Cations Act. Accordingly, (i) the offer of
the ADSs under this prospectus supplement andct@ganying prospectus is only made to persontomit is
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lawful to offer the ADSs without disclosure unddrapter 6D of the Australian Corporations Act unolee or more exemptions set out in
section 708 of the Australian Corporations Ac), tfiis prospectus supplement and the accompanyogppctus is made available in Australia
only to those persons as set forth in clause @yapand (iii) the offeree must be sent a notieéirgg in substance that by accepting this offer,
the offeree represents that the offeree is sudrsop as set forth in clause (i) above, and, ugdessitted under the Australian Corporations
Act, agrees not to sell or offer for sale withingialia any of the ADSs sold to the offeree withthmonths after its transfer to the offeree
under this prospectus supplement and the accompapyospectus.

Cayman Islands

Neither this prospectus supplement nor thempanying prospectus constitutes an invitationffarao the public in the Cayman Islands of
the ADSs, whether by way of sale or subscriptidme Tinderwriters have not offered or sold, and moll offer or sell, directly or indirectly, any
shares in the Cayman Islands.

European Economic Area

In relation to each Member State of the EuaopEconomic Area which has implemented the Progpdairective (each, a “Relevant
Member State”) an offer to the public of any ADSsieh are the subject of this offering may not bedlman that Relevant Member State except
that an offer to the public in the Relevant Mem8tate of any ADSs may be made at any time unddiotluaving exemptions under the
Prospectus Directive, if they have been implememedtdat Relevant Member State:

(a) to legal entities which are authorizedegulated to operate in the financial marketsfarpt authorized or regulated, whose corporate
purpose is solely to invest in securities;

(b) to any legal entity which has two or mofg1) an average of at least 250 employees duhiedast financial year; (2) a total balance
sheet of more than EUR43,000,000 and (3) an amatdaurnover of more than EUR50,000,000, as showits last annual or consolidated
accounts;

(c) by the underwriters to fewer than 100 redtor legal persons (other than qualified invests defined in the Prospectus Directive)
subject to obtaining the prior consent of the unditers for any such offer; or

(d) in any other circumstances falling wittirticle 3(2) of the Prospectus Directive.

For the purposes of this provision, the exgitesan “offer to the public” in relation to any A3 in any Relevant Member State means the
communication in any form and by any means of sigfit information on the terms of the offer and &)Ss to be offered so as to enable an
investor to decide to purchase the ADSs, as the saay be varied in that Member State by any measmpkementing the Prospectus Direcl
in that Member State and the expression “Prospé&itestive” means Directive 2003/71/EC and includey relevant implementing measure
in each Relevant Member State.

Hong Kong

(a) The ADSs may not be offered or sold in gi&ong, by means of any document, other than (iptofessional investorsds defined ii
the Securities and Futures Ordinance (Cap. 57Hpofy Kong and any rules made under that Ordinawrcgi) in other circumstances whit
do not result in the document being a “prospecaissiefined in the Companies Ordinance (Cap. 3Rjpoly Kong or which do not constiti
an offer to the public within the meaning of thati@ance; and

(b) No advertisement, invitation or documesiating to the ADSs may be issued, whether in Héogg or elsewhere, which is directed
at or the contents of which are likely to be acedss read by, the public of Hong Kong (exceptefrpitted to do so under the securities
laws of Hong Kong) other than with respect to tHeSs which are or are intended to be disposed gftorpersons outside Hong Kong or
only to “professional investors” as defined in Securities and Futures Ordinance (Cap. 571) of HGgy and any rules made under that
Ordinance.
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Kingdom of Saudi Arabia
This prospectus supplement and the accompamyspectus may not be distributed in Saudi Arabitw any national of Saudi Arabia
except in strict compliance with part 5 exempt iffArticle 17 of the Offers of Securities Regulagenacted under the laws of Saudi Arabia.
People’s Republic of China

This prospectus supplement and the accompamyspectus have not been and will not be ciredlar distributed in the PRC, and ADSs
may not be offered or sold, and will not be offecedold to any person for re-offering or resalegatly or indirectly, to any resident of the
PRC except pursuant to applicable laws and reguistf the PRC.

Singapore

This prospectus supplement and the accompamyspectus have not been registered as a praspeith the Monetary Authority of
Singapore. Accordingly, this prospectus supplenaedtthe accompanying prospectus and any other daduon material in connection with
the offer or sale, or invitation for subscriptionpurchase, of the ADSs may not be circulated striuted, nor may the ADSs be offered or
sold, or be made the subject of an invitation fdysription or purchase, whether directly or indilg to persons in Singapore other than (i) to
an institutional investor under Section 274 of 8szurities and Futures Act, Chapter 289 of Singaftbie “SFA”), (ii) to a relevant person, or
any person pursuant to Section 275(1A), and inra@eswe with the conditions, specified in Sectiob 87the SFA or (iii) otherwise pursuant
to, and in accordance with the conditions of, athepapplicable provision of the SFA.

Where the ADSs are subscribed or purchasedri®ekction 275 by a relevant person which is:

(a) a corporation (which is not an accreditegstor) the sole business of which is to holcestments and the entire share capital of
which is owned by one or more individuals, eaclwbbdm is an accredited investor; or

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

shares, debentures and units of shares and debegwfthat corporation or the beneficiaries’ righutsl interest in that trust shall not be
transferable for six months after that corporatiothat trust has acquired the ADSs under Secfi@eXcept:

(1) to an institutional investor or to a red@ev person, or to any person pursuant to an dfgris made on terms that such rights or
interest are acquired at a consideration of nattlean $200,000 (or its equivalent in a foreigrrenicy) for each transaction, whether s
amount is to be paid for in cash or by exchangseofirities or other assets;

(2) where no consideration is given for ttangfer; or

(3) by operation of law.

State of Kuwait
Unless all of the approvals and licenses whighrequired pursuant to Law No. 31/1990 are nbthfrom the Kuwait Ministry of
Commerce and Industry, no ADSs may be marketedradffor sale or sold in Kuwait, either directlyindirectly.
Switzerland

This prospectus supplement and the accompamyspectus does not constitute a prospectusniathiei meaning of Article 652a or 1156 of
the Swiss Code of Obligations (Schweizerischesdakithnenrecht), and none of this offering and tiES& has been or will be approved by
Swiss regulatory authority.
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United Arab Emirates

This prospectus supplement and the accompamyspectus are not intended to constitute am,cféde or delivery of shares or other
securities under the laws of the United Arab Emesgabr the UAE. The ADSs have not been and willbgotegistered under Federal Law No. 4
of 2000 Concerning the Emirates Securities and Codities Authority and the Emirates Security and @udity Exchange, or with the UAE
Central Bank, the Dubai Financial Market, the Abhabi Securities Market or with any other UAE exalp@an

The offering, the ADSs and interests therainehnot been approved or licensed by the UAE CleBanak or any other relevant licensing
authorities in the UAE, and do not constitute alipuliffer of securities in the UAE in accordancetwthe Commercial Companies Law, Fed
Law No. 8 of 1984 (as amended) or otherwise.

In relation to its use in the UAE, this prospes supplement and the accompanying prospectusranrtty private and confidential and is
being distributed to a limited number of investansl must not be provided to any person other thamtiginal recipient, and may not be
reproduced or used for any other purpose. Thedstein the ADSs may not be offered or sold diyeatlindirectly to the public in the UAE.

United Kingdom

The ADSs may not be offered or sold other tttapersons whose ordinary activities involve thiaracquiring, holding, managing or
disposing of investments (as principal or agent}tie purposes of their businesses or who it isoeable to expect will acquire, hold, manage
or dispose of investments (as principal or agemtjtfe purposes of their businesses where the afsthe ADSs would otherwise constitute a
contravention of Section 19 of the Financial Sexgiand Markets Act 2000, or FSMA, by the issueaddition, no person may communicate
or cause to be communicated any invitation or ieduent to engage in investment activity (within theaning of Section 21 of the FSMA)
received by it in connection with the issue or sdlthe ADSs other than in circumstances in whiebt®n 21(1) of the FSMA does not appl'
the issuer.
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LEGAL MATTERS

We are being represented by Shearman & Sgelrlif with respect to legal matters of United Stefeleral securities and New York State
law. Certain legal matters in connection with tlffeiong of the ADSs will be passed upon for the emvdriters by Davis Polk & Wardwell LLP.
The validity of the ordinary shares representedbByss offered in this offering will be passed upon @is by Maples and Calder. Legal matters
as to PRC law will be passed upon for us by Grdndsaal Group (Shanghai).
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EXPERTS

Our consolidated financial statements appgdrirour annual report on Form 20-F for the yeateshDecember 31, 2009 and the
effectiveness of our internal control over finahceporting as of December 31, 2009 have been edithy Ernst & Young Hua Ming,
independent registered public accounting firm,eadarth in their reports thereon, included theraind incorporated herein by reference. Such
consolidated financial statements and our managesressessment of the effectiveness of internarobaver financial reporting as of
December 31, 2009 are incorporated herein by neéeren reliance upon such reports given on theaaityhof such firm as experts in
accounting and auditing.

The offices of Ernst & Young Hua Ming are It at 50th floor, Shanghai World Financial Cent®0 Century Avenue, Pudong New
Area, Shanghai, China.
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WHERE YOU CAN FIND MORE INFORMATION ABOUT US

We have filed a registration statement with 8C on Form F-3 under the Securities Act relaiintdpe ADSs and underlying ordinary
shares to be sold in this offering. This prospestysplement, which constitutes a part of that tegfion statement, does not contain all of the
information contained in the registration statem#&ioiu should read the registration statement xtshéts and schedules and documents
incorporated by reference in the registration statat for further information with respect to usr oodinary shares and our ADSs.

We are currently subject to periodic reportamgl other information requirements of the Seasitxchange Act of 1934, as amended, or the
Exchange Act, as applicable to foreign privateéssuAccordingly, we are required to file or fulmigports, including annual reports on Form
20-F, reports on Form 6-K, and other informatiotitvthe SEC. As a foreign private issuer, we aremgptdrom the rules of the Exchange Act
prescribing the furnishing and content of proxytesteents and our officers, directors and principalreholders will be exempt from the
reporting and “short-swing” profit recovery prowisi of the Exchange Act.

All information filed with the SEC can be iresgged and copied at the public reference faciliethe SEC, at 100 F Street, N.E., Washin
D.C. 20549. You can request copies of these doctsmugon payment of a duplicating fee, by writinghe SEC. Please call the SEC at 1-800-
SEC0330 for further information on the public referemooms. We file reports with the SEC electronicallhe reports that we have filed w
the SEC electronically are available to you overltiternet at the SEC’s website at http://www.see.@ur SEC filings, including this
prospectus supplement, and other information msxy lad inspected at the offices of the Nasdaq Gldlaaket, Reports Section, 1735 K Street,
N.W. Washington, D.C. 2000

We furnish to The Bank of New York Mellon, the depositary for the ADSs, annual reports, winchlude annual audited consolidated
financial statements prepared in accordance wigh GAAP. The depositary has agreed that, at owresqit will promptly mail these reports
to all registered holders of ADSs. We also furniisithe depositary all notices of shareholders’ fingstand other reports and communications
that are made generally available to our sharemldéne depositary, upon our written request, arlange for the mailing of these documents
to record holders of ADSs.

The SEC allows us to “incorporate by referériciormation into this prospectus supplement. Tiisans that we can disclose important
information to you by referring you to another do@nt that we have filed separately with the SEQ ififormation incorporated by reference
is considered to be part of this prospectus supgienand certain later information that we filetwihe SEC will automatically update and
supersede this information. We incorporate by esfee the following documents:

» our annual report on Form -F for the fiscal year ended December 31, 2009] fih the SEC on May 25, 2010, as amende
June 29, 201(

» our current report on Formn-K, submitted to the SEC on May 28, 20

» our current report on Form-K/A, submitted to the SEC on July 1, 20:

» our current reports on Forn-K, submitted to the SEC on July 20, 20

» our current report on Forn-K, submitted to the SEC on July 22, 20

» our current report on Forn-K, submitted to the SEC on July 27, 20

e our current reports on Forn-K, submitted to the SEC on August 3, 20

e our current report on Formn-K, submitted to the SEC on August 9, 20

e our current report on Forn-K, submitted to the SEC on August 17, 20

e our current reports on Forn-K, submitted to the SEC on October 12, 2C

e our current reports on Forn-K, submitted to the SEC on November 9, 2010;
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» any future information contained in filings onrfFo6-K made with the SEC under the Exchange Aetrdfte date of this prospectus
supplement and prior to the termination of the rirfilg as described in this prospectus supplemeat,shdentified in such forms as
being incorporated into this prospectus supplen

We will provide, without charge, to each persiacluding any beneficial owner, to whom this gwectus supplement is delivered, upon
written or oral request, a copy of any documentiporated by reference into this prospectus supghtinut not delivered with this prospectus
supplement. You may also obtain these filings etemitally at the SEC’s website at http://www.se&.go
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SOLARFUN POWER HOLDINGS CO., LTD.
INTERIM CONDENSED CONSOLIDATED BALANCE SHEETS

ASSETS:

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

Total current asse

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

Total nor-current assel
Total assets

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

Total current liabilities

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

Total nor-current liabilities
Total liabilities
Commitments and contingencie:
Redeemable ordinary sharei(par value US$0.0001 per sha
45,098,055 shares issued and outstanding at Dec&hp2009 and
September 30, 2010 (unaudite

Shareholders equity

Ordinary shares (par value US$0.0001 per sharepB80®00, and
500,000,000 shares authorized; 290,708,739 shad

As of
December 31 September 30,
Note 2009 2010 2010
(RMB’000) (RMB’000) (US$'000)
(unaudited’ (unaudited’
645,72( 1,296,73 193,81°
60,53¢ 63,85¢ 9,54¢
587,48 1,289,93 192,80(
3 783,97 689,56¢ 103,06t
4 979,76. 1,246,33I 186,28
180,31! 236,28! 35,31¢
63,11¢ 75,73¢ 11,32(
11 7,36( 1,91C 28t
12,45¢ — —
3,320,73 4,900,35! 732,43!
1,586,28: 1,829,39! 273,43.
208,56 206,85t 30,91¢
13,78¢ 16,23¢ 2,42
33,15¢ 29,63¢ 4,43(
134,73! 134,73! 20,13¢
1,976,52! 2,216,86. 331,34!
5,297,25! 7,117,21! 1,063,78I
5 404,76¢ 748,01( 111,80:
5 90,00( 202,50( 30,26
441,76¢ 528,90: 79,05
186,92: 142,50¢ 21,30(
191,89! 356,86( 53,33¢
59,68t 127,49¢ 19,057
— 76€ 11€
6 27,38¢ 27,38¢ 4,09:
11 1,14¢ 70,60¢ 10,55
16,76¢ 13,76 2,05¢
1,420,33. 2,218,80. 331,63t
5 380,00( 200,00( 29,89:
26,56¢ 26,12« 3,90¢
8 658,65: 928,36 138,75¢
1,065,21! 1,154,49: 172,55
2,485,55I 3,373,29! 504,19:
10

13 55 55 8



328,663,828 shares issued and outstanding at Dexe3t1h2009,
and September 30, 2010 (unaudited), respecti'

Additional paic-in capital

Statutory reserve

Retained earning

Total shareholde’ equity

Total liabilities, redeemable ordinary shares anc
shareholders’ equity

227 252 38
2,331,79 2,877,44 430,07¢
69,56¢ 151,54: 22,65(
410,06! 714,62¢ 106,81:
2,811,65 3,743,86! 559,57¢
5,297,25 7,117,21! 1,063,78!

The accompanying notes are an integral part ofitfteidited interim condensed consolidated

financial statements
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SOLARFUN POWER HOLDINGS CO., LTD.
UNAUDITED INTERIM CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

Net revenues

Cost of revenues

Gross profit

Operating expenses
Selling expense
General and administrative expen
Research and development expet

Total operating expens:

Operating (loss) profit

Interest expens

Interest incom

Exchange losse

Changes in fair value of derivative contra

Changes in fair value of conversion feature of estible bond:
Other income

Other expense

Government grani

(Loss) income before income taxe

Income tax expenst

Consolidated net (loss) incom
Net income attributable to n-controlling interes

Net (loss) income attributable to Solarfun Power Hiaings Co., Ltd.

shareholders

Net (loss) income attributable to Solarfun Power Hidings Co., Ltd.

shareholders per share:
Basic
Diluted

Number of shares used in computation of net (los§come per share:

Basic
Diluted

For the nine months ended September 30,

The accompanying notes are an integral part ofitfaeidited interim condensed consolidated
financial statements
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Note 2009 2010 2010

(RMB’000) (RMB’000) (US¥000)

(unaudited (unaudited (unaudited
2,525,60! 5,414,28! 809,25:
(2,324,79) (4,276,59) (639,20
200,81( 1,137,69: 170,04¢
(59,340 (112,91, (16,877
(130,125 (135,831 (20,309
(19,18)) (38,879 (5,811
(208,64Y) (287,62) (42,99))
(7,835 850,06° 127,05’
(118,24Y) (121,019 (18,089
3,704 3,791 567
(9,120 (53,049 (7,929
11 (5,809 40,02¢ 5,98:
8 (2,60¢) (223,969 (33,476
5,021 17,29( 2,58¢
(9,789 (3,779 (564)
9 5,661 26,22¢ 3,92(
(139,019 535,59t 80,05¢
(16,590 (149,05Y) (22,279
(155,604 386,54 57,77¢

(244) —

(155,84 386,54: 57,77t
15 (0.5€) 1.32 0.2C
15 (0.5€) 1.32 0.2¢
15 269,395,29 291,904,40 291,904,40
15 269,395,29 292,740,59 292,740,59




Table of Contents

SOLARFUN POWER HOLDINGS CO., LTD.

UNAUDITED INTERIM CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities:
Consolidated net (loss) incor
Adjustments to reconcile net (loss) income to rshcprovided by
operating activities
Unrealized loss from derivative contra
Changes in fair value of conversion feature of estibile bonds
Loss from disposal of fixed asst
Amortization of convertible bonds discot
Depreciation and amortizatic
Amortization of lon-term deferred expen:
Stock compensation expen:
Write-down of inventorie:
Provision for doubtful collection of accounts readle
Reversal of doubtful debt for accounts receivi
Provision for doubtful collection of supplier advas
Deferred tax benef
Warranty provisior
Unrecognized tax bene
Changes in operating assets and liabilit
Restricted cas
Accounts receivabl
Inventories
Advance to supplier
Prepaid expense
Other current asse
Amount due from related parti
Accounts payabl
Accrued expenses and other liabilit
Amount due to related parti
Customer deposit

Net cash provided by operating activit

Cash flows from investing activities:
Acquisition of fixed assel
Acquisition of intangible asse
Acquisition of a subsidiar
Increase in restricted ca

Net cash used in investing activiti

Cash flows from financing activities:
Proceeds from Share Issuance and Repurchase Agreertte
Hanwha Solar Holdings Co., Lt
Proceeds from issuance of ordinary shi
Proceeds from exercise of stock optir
Proceeds from sh¢term borrowings
Payment of shc-term borrowings
Proceeds from lor-term borrowings
Payment of lon-term borrowings
Utilization of notes payabl

Net cash provided by financing activiti

Net increase in cash and cash equivaler
Cash and cash equivalents at the beginning of ¢b

Cash and cash equivalents at the end of pi

For the nine months ended September 30,

Note 2009 2010 2010
(RMB’000) (RMB’000) (US¥000)
(unaudited (unaudited (unaudited

(155,604 386,54: 57,77¢

11 75,36: 74,90 11,19¢
2,60¢ 223,96¢ 33,47¢

623 81¢ 122

36,85¢ 45,74¢ 6,83¢

110,10: 136,09¢ 20,34:

5,10( 5,37¢ 804

7 34,16: 25,225 3,771
242,23 99,22¢ 14,83(

— 1,00¢ 15C

(18,09)) (279) (42)

4 234,56 117 17
10,10¢ (14,745 (2,209

15,12¢ 48,30¢ 7,22(

1,082 —

(3,15 3,261 487

(387,699 (703,17) (105,10()

(318,94() (4,816 (720)

83,17: (266,69’ (39,86))

67,71: 58,55¢ 8,752

130,99: (114,526 (17,119

(42,577 12,45¢ 1,86:

218,09: 19,20¢ 2,87(

22,83: 116,63¢ 17,43¢

7,161 (2,99¢) (44¢)

11,852 67,811 10,13¢

383,68 218,04 32,58¢

(232,48() (354,98)) (53,059

(419 (1,679 (251)

(88,96¢) — —

(40,24 (6,580 (983)

(362,11) (363,24)) (54,29

14 — 21 3
12,14 78,60" 510,33( 76,27
1,08( 10,11¢ 1,512

1,835,57 1,066,22. 159,36
(1,920,67) (722,979 (108,06()

300,00( — —

(22,500 (67,500 (10,089

88,62: — —

360,71! 796,21! 119,007

382,28! 651,01« 97,30¢

410,90: 645,72( 96,511

793,18t 1,296,73 193,81




The accompanying notes are an integral part ofitlzeidited interim condensed consolidated
financial statements
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SOLARFUN POWER HOLDINGS CO., LTD.

UNAUDITED INTERIM CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (CONTINUED)

For the nine months ended September 30,

Note 2009
(RMB’000)
(unaudited
Supplemental disclosure of cash flow informati
Interest paic 134,87"
Income tax pait 8,181
Realized gain from derivate contra 69,56(
Supplemental schedule of r-cash activities
Acquisition of fixed assets included in accountggide, accrue
expenses and other liabiliti 20,71¢
Conversion of convertible bonds into ordinary shi 17¢
Transfer of unamortized debt issuance costs taygpon conversio
of convertible bonds into ordinary sha (5)

2010

(RMB’000)

(unaudited

78,23¢
81,53¢
114,93

23,511

The accompanying notes are an integral part ofitfzidited interim condensed consolidated

financial statements
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2010

(US$000)

(unaudited

11,69:
12,18
17,17¢

3,61¢
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SOLARFUN POWER HOLDINGS CO., LTD.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CHABES IN SHAREHOLDERS' EQUITY

Solarfun Power Holdings Co., Ltd.

Number of ordinary Additional paid-in
Note shares Ordinary shares capital Statutory reserves

Retained earning:

(accumulated  Non-controlling Total shareholders’

losses) interest

equity

(RMB'000) (RMB'000) (RMB'000)

Balance as of

December 31,

2008 269,060,20 214 2,138,62. 47,63¢
Adjustment to

retained earnings

upon adoption of

ASC 81540 — — — —

(RMB'000) (RMB'000)

(67,59 4,18:

644,81 —

(RMB'000)

2,123,06!

644,81.

Balance as c

January 1, 200 269,060,220 214 2,138,62 47,63¢
Exercise of stock

options and

vesting of

restricted stock

units 7 803,86 — 1,08( —
Settlement of stock

options exercised

with shares held

by depository bar (803,862) — — —
Conversion o

convertible bonds

into ordinary

shares 6,53¢ — 17t —
Shares issued to

depository ban! 2,200,00! 1 (1) —
Shar-basec

compensatiol 7 — — 34,16: —
Net loss for the

period — — — —
Appropriation of

statutory reserve — — — 9,52¢
Net proceeds fror

issuance of

common share 12 9,776,55I 6 78,60: —

577,21¢ 4,18:

(155,84 244

(9,525) —

2,767,87

1,08(

17t

34,16:

(155,609

78,60

Balance as of

September 30,

2009 281,043,29 221 2,252,64. 57,16
Exercise of stock

options and

vesting of

restricted stock

units 7 89,89’ — 21 —
Settlement of stock

option exercised

with shares held

by depository bar (89,899 — — —
Net proceeds fror

issuance of

common shar 12 9,665,44! 6 70,38: —
Shar-basec

compensatiol 7 — — 8,50¢ —
Purchase of

subsidiary shares

from non-

controlling interes — — 24k —

Appropriation of

411,84! 4,42

— (1,09

2,726,29

21

70,38

8,50¢

(84¢)



retained earnings to
non-controlling
interest

Net income (loss) fo
the perioc

Appropriation of
statutory reserve

Balance as c
December 31,
2009

Exercise of stocl
options and
vesting of
restricted stock
units

Settlement of stock
options exercised
with shares held
by depository bar

Shares issued 1
depository banl

Net proceeds fror
issuance of
common share

Shar-basec
compensatiol

Net income for the
period

Appropriation of
statutory reserve

Balance as c
September 30,
2010

Balance as of
September 30,
2010, in US’000

— — — — — (3,400) (3,400)
— — — — 10,62: 67 10,68¢

— — — 12,40; (12,409 — —

290,708,73 227 2,331,79 69,56 410,06t — 2,811,65:

7 1,421,001 — 10,11¢ — — — 10,11¢
(1,421,00) — — — — — —
1,500,001 1 ) — — _ _

14 36,455,08 24 510,30 — — — 510,33(
7 — — 25,22' — — — 25,22;
_ _ — — 386,54: — 386,54

— — — 81,97 (81,977 — —

328,663,82 252 2,877,44 151,54 714,62 — 3,743,86!

38 430,07 22,65( 106,81 — 559,57

The accompanying notes are an integral part ofitfaeidited interim condensed consolidated

financial statements
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SOLARFUN POWER HOLDINGS CO., LTD.
NOTES TO THE UNAUDITED INTERIM CONDENSED CONSOLIDAT ED
FINANCIAL STATEMENTS
AS OF DECEMBER 31, 2009 AND SEPTEMBER 30, 2010
AND FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2009 AND 2010

1. ORGANIZATION AND BASIS OF PREPARATION

The accompanying unaudited interim condensed cioledet! financial statements of Solarfun Power HajdiCo., Ltd. (the “Company”) and
subsidiaries (collectively the “Group”) were prepd on a basis substantially consistent with then@any’s audited consolidated financial
statements for the year ended December 31, 20@&eTimaudited interim condensed consolidated fiabstatements have been prepared in
accordance with U.S. generally accepted accouptimgiples (“US GAAP”) for interim financial infanation and consequently do not include
all disclosures normally required by US GAAP fonaal financial statements. These financial statésn@nd the notes thereto should be read
in conjunction with the Company’s audited consdkdifinancial statements for the year ended DeceBihe2009. In the opinion of
management, these unaudited interim condensed lmtated financial statements reflect all adjustmsenbnsisting only of normal and
recurring adjustments, necessary to present féidyGroup’s consolidated financial position at $egter 30, 2010, its consolidated results of
operations, cash flows and changes in shareholdgtsty for the nine-month periods ended SepterBbe2009 and 2010. Interim period
results are not necessarily indicative of resdtsffull-year period. The information pertainirgthe condensed consolidated balance sheet as
of December 31, 2009 was derived from audited dateted financial statements as of that date.

In May 2010, the Group established Jiangsu Liny&aoigr Electric Power Engineering Co., Ltd. (“LingaBngineering”) The registered capit
of Linyang Engineering is RMB50,000,000, all of whihad been contributed by the Group on May 2502The principal activity of Linyang
Engineering is to design and install solar projéct€hina.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidatior

The unaudited interim condensed consolidated filmhstatements include the financial statementh@Company and its subsidiaries. All
significant inter-company transactions and balahetaeen the Company and its subsidiaries arerdited upon consolidation.
Convenience Translation

Amounts in US$ are presented for the conveniendbeofeader and are calculated at the noon buwitegaf US$1.00 to RMB6.6905 on
September 30, 2010 in the City of New York for eatshnsfers of Renminbi as certified for customppses by the Federal Reserve Bank of
New York. No representation is made that the Rebimamounts could have been, or could be, conventedJnited States dollars at such re

F-7
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SOLARFUN POWER HOLDINGS CO., LTD.
NOTES TO THE UNAUDITED INTERIM CONDENSED CONSOLIDAT ED
FINANCIAL STATEMENTS
AS OF DECEMBER 31, 2009 AND SEPTEMBER 30, 2010
AND FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2009 AND 2010

3. INVENTORIES

As of As of
December 31 September 30

2009 2010 2010
(RMB’000) (RMB’000) (US$ 000)
(unaudited (unaudited
Raw materials 277,55: 468,52¢ 70,02¢
Work-in-progress 129,50( 40,43¢ 6,044
Finished good 376,92( 180,60 26,99
783,97 689,56¢ 103,06¢

As of December 31, 2009 and September 30, 2010materials of approximately RMB15,131,000 and RMB54,000 (US$2,818,026),
respectively, of the Group were held in custodyother parties for processing. As of December 30924hd September 30, 2010, the write-
down of inventories amounted to approximately RMB334,000 and RMB117,002,000 (US$17,487,781), ctinady.

4. ADVANCE TO SUPPLIERS

Advance to suppliers represents interest-free dapbsits paid to suppliers for future purchaseswwfmaterials. These deposits are required in
order to secure supply of silicon due to limiteditability. The risk of loss arising from non-penfilance by or bankruptcy of the suppliers is
assessed prior to making the deposits and crediitgof the suppliers is continually assessedhéfe is deterioration in the credit-worthiness
of the suppliers, the Group will seek to recover dldvances from the suppliers and provide for Beseadvances which are akin to receivables
in cost of revenue because of the suppliers’ iitgkit return the advances. A charge to cost oénexe will be recorded in the period in which a
loss is determined to be probable and the amoumbeaeasonably estimated. The Group has recordedrge to cost of revenue amounting to
approximately RMB234,561,000 and RMB117,000 (US487) for nine months ended September 30, 2009 @h@, 2espectively, to reflect

the probable loss arising from the suppliers’ fia@lto perform under the contracts.

F-8
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SOLARFUN POWER HOLDINGS CO., LTD.
NOTES TO THE UNAUDITED INTERIM CONDENSED CONSOLIDAT ED
FINANCIAL STATEMENTS
AS OF DECEMBER 31, 2009 AND SEPTEMBER 30, 2010
AND FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2009 AND 2010

5. BANK BORROWINGS

As of As of
December 31 September 30
2009 2010 2010
(RMB’000) (RMB’000) (US$ 000)
(unaudited (unaudited
Total bank borrowing 874,76« 1,150,511 171,96:
Comprised
Shor-term 404,76 748,01( 111,80:
Long-term, current portiol 90,00( 202,50( 30,26
Long-term, nol-current portior 380,00( 200,00( 29,89
874,76« 1,150,51 171,96:

The short-term bank borrowings outstanding as afeb#er 31, 2009 and September 30, 2010 bore aage/arterest rate of 4.9915% and
4.4762% per annum, respectively, and were denosdriatRenminbi. These borrowings were obtained ffioiancial institutions and had
terms of one month to one year. As of DecembefBQ9 and September 30, 2010, unused short-termlbanKacilities amounted to
approximately RMB853,000,000 and RMB831,990,000%LE3!,353,935), respectively.

The long-term bank borrowings outstanding as ofdbager 31, 2009 and September 30, 2010 bore avimagest rates of 5.5973% and
5.5140% per annum, respectively, and were denosdriatRenminbi. These borrowings were obtained ffimancial institutions and
represented the maximum amount of the facility. Gleent portion and non-current portion of longsteborrowings as of September 30, 2010
will be due in installments from December 29, 26dGeptember 29, 2011, and December 26, 2011 tei@bpr 13, 2012, respectively.

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

As of September 30,

2010 2010
(RMB’000) (US$ 000)
(unaudited (unaudited
Within 1 year 202,50( 30,261
Between 1 and 2 yea 200,00( 29,89:
402,50( 60,16(

F-9
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SOLARFUN POWER HOLDINGS CO., LTD.
NOTES TO THE UNAUDITED INTERIM CONDENSED CONSOLIDAT ED
FINANCIAL STATEMENTS
AS OF DECEMBER 31, 2009 AND SEPTEMBER 30, 2010
AND FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2009 AND 2010

6. INCOME TAXES

As of December 31, 2009 and September 30, 201@thep has recognized approximately RMB27,385,0@DRMB27,385,000
(US$4,093,117) as an accrual for unrecognized ¢gefits, which has been classified as a currehbilitia. The final outcome of the tax
uncertainty is dependent upon various matters dhieutax examinations, interpretation of tax lawxpiration of status of limitation.
However, due to the uncertainties associated Wihstatus of examinations, including the protoobdinalizing audits by the relevant tax
authorities, there is a high degree of uncertaiegarding the future cash outflows associated thiglse tax uncertainties.

The Group has total income tax expense of RMB16(E#and RMB149,055,000 (US$22,278,604) for the minths ended September 30,
2009 and 2010, respectively. The Group’s effectiverates are (12%) and 28% for the nine montheeis®ptember 30, 2009 and 2010,
respectively. The increase in the effective tag ratmainly due to the significant profit deriveglthe Group’s PRC subsidiaries and a smaller
change in the valuation allowances as a percemtbgfit-before-tax during the nine months endegitémber 30, 2010.

Total income tax expense for the nine months e®grdember 30, 2010 included a deferred tax beofeiRMB14,745,000 (US$2,203,871)
(2009: RMB14,939,000) and a current tax expen$eMB163,800,000 (US$24,482,475) (2009: RMB31,529)008e Group continues to
conduct most of its business through its major RRIsidiaries whose applicable income tax rated %% and 25%. A full valuation allowan
is recorded for deferred tax assets of those estitithin the group that continue to be in cumuiatoss positions. The Group’s current tax
expense for the nine months ended September 30,i86lLded an amount of RMB nil (2009: RMB nil) agéhg to the provision for
unrecognized tax benefits.

7. SHARE OPTION PLANS

For the nine months ended September 30, 2010, 538 6ptions were granted to the employees of tloeGunder the share incentive plan
adopted by the Company on August 22, 2007 (the7206entive Plan”). Under the 2007 Incentive Pliuie, Company may issue up to
10,799,685 ordinary shares plus an annual increfa®% of the outstanding ordinary shares on thst flay of the fiscal year, or such lesser
amount of shares as determined by the Board otidire. The 2007 Incentive Plan will expire on Auigls, 2017. As of September 30, 2010,
options to purchase 15,614,235 ordinary shares gramged and outstanding with an average exercise pf US$1.78 per share.

The following table summarized the Company’s shugation activity under the existing plans:

Number of options  Number of options

2009 2010
(unaudited (unaudited
Outstanding, January 11,384,80 15,984,91
Granted 3,936,00! 1,387,501
Exercisec (172,620) (1,196,001
Forfeited (2,738,61) (562,18()
Outstanding, September 12,409,56 15,614,23
Vested and expected to be vested at Septemk 12,409,56 15,614,23
Exercisable at September 4,630,89! 6,240,00!
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7. SHARE OPTION PLANS (CONT'D)

The Company calculated the estimated fair valughafe options on the grant date using the binolaiate model for the nine months ended
September 30, 2009 and 2010 with the following eefipe assumptions:

Granted in the nine months
ended September 30,

2009 2010
Risk-free interest rat 1.46%- 3.6%% 2.47%- 3.31%
Withdraw rate 0%- 10% 10%
Expected dividend yiel 0% 0%
Expected volatility 80% 80%
Sut-optimal early exercise facti 4 times 4 times
Fair value of options at grant date per st From US$0.38 to US$1.. From US$0.98 to USS$1.

The 2007 Incentive Plan also permits the grantedtiRcted Stock Units (“RSU”) to employees, dirgstand consultants of the Group. The fair
value of RSU is based on the quoted market pritchkefCompany’s ordinary shares at the respectigetgtates.

The following table summarized the Company’s RStividg under existing plans:

Number of RSU:s Number of RSU:s

2009 2010
(unaudited (unaudited
Unvested, January 137,49¢ 46,25(
Granted 45,00( 45,00(
Vested (126,249 (51,25()
Forfeited — —
Unvested, September ! 56,24¢ 40,00(

Total compensation expense relating to share optiowl RSUs recognized for the nine months endete®@épr 30, 2009 and 2010 is as
follows:

For the nine months ended September 30,

2009 2010 2010
(RMB’ 000} (RMB’ 000) (US$000)
(unaudited (unaudited (unaudited
Cost of revenu 4,28 5,90t 883
Selling expense 1,62¢ 3,121 46€
General and administrative expen 27,32( 15,03: 2,24
Research and development exper 934 1,16¢ 17t
34,16 25,221 3,771
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8. CONVERTIBLE BONDS

The Convertible Senior Notes (“Notes”) were inlifalecorded at the principal amount of RMB1,211,889 (US$177,468,303). Direct debt
issuance costs of RMB40,459,198 (US$5,927,306)eferred and amortized over the life of the Not@agithe effective interest method. For
the nine months ended September 30, 2009 and gt dyterest expense for the Notes was approxim&miB72,402,000 and
RMB88,081,000 (US$13,165,084), respectively.

The adoption of ASC 815-40 (“ASC 815-4Q")Derivatives and Hedging: Contracts in Entity’s O®quity,” on January 1, 2009 revised the
Company’s accounting for the conversion optionhef Notes. The Company evaluated the conversionropfithe Notes upon adoption of
ASC 815-40 and determined that the conversion ngiialified for derivative accounting because theversion option, if freestanding, is not
considered to be indexed to the Company’s own stock

Accordingly, the conversion option was bifurcatezhf the Notes upon adoption of ASC 84B-as a derivative liability at an initial fair wad of
RMB962,993,000 (US$141,079,000). Changes in fdiresaf the conversion options are recognized incthralensed consolidated statements
of operations. For the nine months ended SepteB8h)e2009 and 2010, the Company recorded a los$/E2608,000 and a loss of
RMB223,968,000 (US$33,475,525) resulting from tharge in fair value of the conversion option. ASK5-80 requires the Company to
recognize the cumulative effect of the change goanting principle as an adjustment to the opebaignce of retained earnings. An
adjustment of RMB644,812,000 (US$94,465,492), whégresents the cumulative gains omreasurement that would have been recogni:
the guidance in ASC 815-40 had been applied freerNbtes issuance date on January 29, 2008, walegton January 1, 2009 to retained
earnings. As of September 30, 2010, the convergion, which has been combined with the Noteshencbndensed consolidated balance
sheet, was recorded at a fair value of RMB533, 18Y (S$79,688,663).

9. GOVERNMENT GRANTS

During the nine months ended September 30, 2002@id, the Group received approximately RMB5,66Q,80d RMB26,229,000
(US$3,920,335), respectively, in government subsiaihich were approved by the relevant PRC goventhmghorities. These subsidies were
received because the Group qualifies as a “higini@ogy” enterprise in Lianyungang City of Jiandg&ovince in the PRC and it met certain
criteria such as increases in the amount of caipiv@stment, net assets, number of employees, aatetax payments. The government
subsidies are not subject to adjustment and dban any restrictions as to the use of funds. Adingty, the full amount of the subsidies has
been recorded as “government grants” when received.

10. COMMITMENTS AND CONTINGENCIES

Acquisition of machineries

As of September 30, 2010, the Group had commitmarapproximately RMB88,666,000 (US$13,252,522atexd to the acquisition of
machineries. The commitment for acquisition of miaehies is expected to be settled within the nextie months.
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10. COMMITMENTS AND CONTINGENCIES (CONT'D)

Operating lease commitments

The Group has entered into leasing arrangemerasnglto office premises and other facilities thet classified as operating leases. Future
minimum lease payments for non-cancelable operétiages as of September 30, 2010 are as follows:

As of September 30, 20

(RMB’000 (US$ 000)

(unaudited (unaudited

October 1, 2010 to December 31, 2( 2,402 35¢
Year 2011 6,88¢ 1,02¢
Year 2012 1,567 234
Year 201< 33¢ 5C
Year 2014 — —
Year 2015 and thereaft — —
Total 11,187 1,672

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

Purchase of raw material

The commitments related to framework contractsuieipase of raw materials as of September 30, 2@ 8sfollows:

As of September 30, 20:

(RMB’000) (US$ 000)
(unaudited’ (unaudited

October 1, 2010 to December 31, 2( 2,392,71. 357,62¢
Year 2011 717,61 107,25¢
Year 2012 774,15¢ 115,71(
Year 201< 803,12¢ 120,04(
Year 2014 629,75¢ 94,127
Year 2015 and thereaft 1,372,78 205,18¢
Total 6,690,15! 999,94¢

The above listing of amounts and timing of purckam® based on management’s best estimate usstgigxierms in the framework contracts.
To the extent the terms of the contracts are rdwiseugh negotiation or agreement between the fiamdl its suppliers, the amount or timing
of purchases could change.
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11. DERIVATIVE CONTRACTS

The Group is exposed to certain risks relatedstbutsiness operations. The primary risk that thmu@seeks to manage by using derivative
instruments is foreign exchange rate risk. The @rboes not use derivatives for speculative tragimgoses and is not a party to any leverz
derivatives. The Group recognizes all derivativ@rmments as either assets or liabilities at falu® in the condensed consolidated balance
sheets (see Note 16). The Group’s derivatives areesignated and do not qualify as hedges anddjusted to fair value through current
earnings.

The following table reflects the location in thendensed consolidated statements of operationshenahtount of loss recognized in income for
the derivative contracts not designated as hedgstguments for the nine months ended Septembe2@®1Y and 2010:

Nine months ended September 30,

2009 2010
Statement of operations locatio (RMB’000} (RMB’000) (US$'000)
(unaudited (unaudited (unaudited

Foreign exchange derivative contra Changes in fair value «
(not designated as hedging instrume derivative contract (5,807 40,02¢ 5,98:

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

Fair value as of

December 31 September 30,
2009 2010
Balance sheet location (RMB’000) (RMB’ 000; (US$'000)
(unaudited (unaudited
Derivative asset:
Foreign exchange derivative contra Current assett
(not designated as hedging instrume Derivative contrac 7,36( 1,91¢( 28t
Derivative liabilities:
Foreign exchange derivative contra Current liabilities:
(not designated as hedging instrume Derivative contrac 1,14¢ 70,60¢ 10,55:

12. ISSUANCE OF ORDINARY SHARES FROM ADDITIONAL EQU ITY OFFERING

In the three-month-periods ended September 30 acdber 31, 2009, the Company issued 1,955,310 AD&4,933,089 ADSs,
representing 9,776,550 and 9,665,445, respectioéljne Company’s ordinary shares at the par vpreshare of US$0.0001. Total proceeds
from these equity offerings were US$12,528,830 (@ximately RMB86 million) and US$10,573,088 (apprately RMB72 million),
respectively, for the nine months ended Septembemn@ the three months ended December 31, 2009rbeteds were approximately
US$11,512,291 (approximately RMB79 million) and U8$808,413 (approximately RMB70 million), respeeti for the nine months ended
September 30, 2010 and the three months ended Dec&h, 2009, after deduction of related issuanstsc
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13. REDEEMABLE ORDINARY SHARES

On January 29, 2008 and concurrently with the cdible bond issuance (see Note 8), the Compangdand sold 9,019,611 ADSs,
representing 45,098,055 of the Company’s ordinhayes at the par value per share of US$0.0001.

The Company is entitled to repurchase any or ahefADSs at par value on any business day afésetiire principal amount of the Notes
cease to be outstanding. Such rights will expire month after the maturity of the Notes. In additithe holders of the ADSs has the right to
request the Company to repurchase the ADSs atghae at any time by giving prior notice. Since tiodders have the ability to require the
repurchase of the ADSs which is outside the comtrthe Company, the ordinary shares underlyingAb&s have been classified as
mezzanine equity. All distributions received by &i@S holders are to be paid back to the Company.

The adoption of ASU No. 2009-15Accounting for Own-Share Lending Arrangements on@&mplation of Convertible Debt Issuance or
Other Financing” (*ASU 2009-15") on January 1, 20&0ised the Company’s accounting for the redeeenaldinary shares. The Company
evaluated the redeemable ordinary shares conclyrseith Notes upon adoption of ASU 2009-15 and deiaed that the redeemable ordinary
shares issued qualified for own-share lending gearent because the purpose of issuance of shiaréaislitate the ability of the holders to
hedge the conversion option in the Company’s cdiblerdebt and the Company is entitled to repurelaasy or all of the ADSs at par value on
any business day after the entire principal amofittie Notes cease 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 2009%tjbires the Company to recognize the cumulativecefif the change in accounting
principle as an adjustment to the opening balafhcetained earnings. An adjustment of US$3,076 (R®2B00), which represents the fair
value that would have been recognized if the guidan ASU 2009-15 had been applied from the issai@ate on January 29, 2008, was
recorded on January 1, 2010 to issuance cost witiffaet to redeemable ordinary shares. As of Déegrl, 2009 and September 30, 2010,
the redeemable ordinary shares, were recordefbat\alue of RMB22,000 and RMB22,000 (US$3,288gpectively.

14. SHARE ISSUANCE AND REPURCHASE AGREEMENT

On August 3, 2010, a major shareholder of the Cawpp@ood Energies Investments (Jersey) Limited ¢‘GEnergies”) entered into a Share
Purchase Agreement (the “GE Sales Agreement”) Withwha Chemical Corporation (“Hanwha Chemicallk@ean Company, pursuant to
which Good Energies agreed to sell its 81,772,98Mary shares and 1,281,011 ADSs to Hanwha. Coewtly with the execution of the GE
Sales Agreement, Hanwha entered into (i) a SharehBse Agreement with the Company (the “IssuersSaggreement”)pursuant to which tf
Company agreed to sell to Hanwha 36,455,089 ordisiaares and (ii) a Share Purchase Agreement vatigfua Solar Power Investment
Holding Ltd. (“Yonghua”), pursuant to which Yonghagreed to sell to Hanwha 38,634,750 ordinary sh@he “Yonghua Sales Agreement”).
Hanwha Chemical subsequently assigned and traadfesrHanwha Solar Holdings Co., Ltd. (or Hanwh&a8pa wholly owned subsidiary of
Hanwha Chemical, its rights and obligations untierlssuer Sales Agreement, the GE Sales Agreemdriha Yonghua Sales Agreement. In
connection with the transaction, Hanwha Solar retgtethe Company to issue 45,080,019 new ordirtases at par value of US$0.0001 per
share in a Share Issuance and Repurchase Agreéi@kate Issuance and Repurchase Agreement”).
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14. SHARE ISSUANCE AND REPURCHASE AGREEMENT (CONT'D)

Pursuant to the GE Sales Agreement and the Yonghles Agreement, Hanwha Solar paid cash consideratiapproximately

US$202 million and US$90 million to Good Energiesl & onghua, respectively. Concurrently, pursuanhé&lssuer Sales Agreement, the
Company received net proceeds of approximately B3#flion for the issuance of 36,455,089 ordinamares. On September 16, 2010, the
respective parties to the GE Sales Agreement stheel Sales Agreement and the Yonghua Sales Agntesresummated the purchase and
sale of the ordinary shares and ADSs contempléieetby. As a result, Good Energies and Yonghuaedeaswn any ordinary shares or ADSs
of the Company as of September 16, 2010.

The changes in the shareholder structure of thep@aosnupon execution of the above arrangement dialas/s:

Before the arrangeme After the arrangemel
Number of share % Number of share %
Yonghua 38,634,75 11.5% — —
Good Energie 81,772,95 24.3% — —
Morgan Stanley & Co. International PLC (see Notg 45,098,05 13.45% 45,098,05 10.82%
Yonggiang Solar Power Investment Holding L 250,87! 0.07% 250,87! 0.06%
WHF Investment Co., Ltc 6,271,87! 1.87% 6,271,87! 1.51%
Yongguan Solar Power Investment Holding L 501,75( 0.15% 501,75( 0.12%
Bank of New York * 162,713,71 48.5% 156,308,66 37.5(%
Hanwha — — 208,347,86 49.9%
Total 335,243,97 10C% 416,779,08 10C%

* Shares held by Bank of New York mainly consishares held in trust for individual public sHeoklers and shares issued as depository,
which will be used to settle stock option awardsrutheir exercise. Any ordinary shares not usetiénsettlement of stock option awards
will be returned to the Compan

The Company recorded the shares issued in the &sar@nce and Repurchase Agreement with Hanwhéiaslay in accordance ASC 480-
10, “Accounting for Certain Financial InstrumentdtwCharacteristics of both Liabilities and Equitgs there is an unconditional obligation
that requires the Company to redeem the sharembsgférring assets at a determinable date at theahse per share of US$0.0001. As of
September 30, 2010, the Company has issued 308&¥8rflinary shares to Hanwha by recording a lighdf approximately RMB20,554
(US$3,072) in other current liabilities in connectiwith the Share Issuance and Repurchase Agreement
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15. INCOME (LOSS) PER SHARE
Basic and diluted net income (loss) per sharedcheeriod presented are calculated as follows:

(in thousands, except per share amounts)

For the nine months ended September 30,

2009 2010
RMB RMB uss$
(unaudited’ (unaudited’ (unaudited’

Numerator:

Income (loss) attributable to ordinary sharehol— basic and dilute: (155,84%) 386,54: 57,77¢
Denominator:

Number of shares outstanding, oper 268,745,29 289,087,58 289,087,58
Weighte-average number of shares issued during the p 267,30° 2,025,28. 2,025,28
Conversion of convertible bon 3,994 — —
New ordinary shares issued in connection with @geraf options and vesting of RS! 378,69 791,53¢ 791,53t
Weightec-average number of shares outstan— basic 269,395,29 291,904,40 291,904,40
Stock options and RSUs granted in connection wighstock option pla — 836,18« 836,18
Weightec-average number of share outstanc— diluted 269,395,29 292,740,59 292,740,59
Basic net income (loss) per shi (RMBO0.58) RMB1.32 US$ 0.2C
Diluted net income (loss) per sh (RMB0.58) RMB1.32 US§ 0.2C

During the nine months ended September 30, 2002@hd, the Company issued 2,200,000 and 1,500 @b0awy shares, respectively, to its
share depository bank which will be used to sstidek option awards upon their exercise. No comatim was received by the Company for
these issuances of ordinary shares. These ordéharngs are legally issued and outstanding, buteated as escrowed shares for accounting
purposes and, therefore, have been excluded freroamputation of net income (loss) per share.

For the nine months ended September 30, 2009 ateafal dilutive effect in relation to the stocgtmns and unvested RSUs was excluded as
it had an anti-dilutive effect. For the nine monémsled September 30, 2009 and 2010, the poteiititivd effect in relation to the convertible
bonds was excluded as it had an anti-dilutive éffElse redeemable shares have been excluded irbbaett and diluted net income (loss) per
share as they are not entitled to the earningseo€Company.
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16. FAIR VALUE MEASUREMENTS

The Company applies ASC topic 820, “Fair Value Meaments and Disclosures” (“ASC 820”). ASC 820 wlesi fair value, establishes a
framework for measuring fair value and expandsld&oes about fair value measurements. ASC 82(0reeqdisclosures to be provided on {
value measurements.

ASC 820 establishes a three-tier fair value hiéngravhich prioritizes the inputs used in measufaigvalue as follows:
Level 1 — Observable inputs that reflect quotedgsi(unadjusted) for identical assets or liabditieactive markets.
Level 2 — Include other inputs that are directlyiratirectly observable in the marketplace.

Level 3 — Unobservable inputs which are supportetitthe or no market activity.

ASC 820 describes three main approaches to megdherfair value of assets and liabilities: (1) keirapproach; (2) income approach; and
(3) cost approach. The market approach uses m@iwtsther relevant information generated from miatriemsactions involving identical or
comparable assets or liabilities. The income apgrames valuation techniques to convert future ansolo a single present value amount. The
measurement is based on the value indicated bgmumarket expectations about those future amotihiscost approach is based on the
amount that would currently be required to replaceasset.

Assets and liabilities measured at fair value oecairring basis as of December 31, 2009 and Segte8th 2010 are summarized below:

Fair value measurement using

Significant
Quoted Prices in Other Significant
Active Markets for Observable Unobservable
Identical Assets Inputs Inputs Total Fair
(Level 1) (Level 2) (Level 3) Value
(RMB’000) (RMB’000) (RMB’000) (RMB’000)

As of December 31, 200
Cash and cash equivalel
-Time deposit: 645,72( — — 645,72(
Foreign currency derivative
- Financial assetl — 7,36( — 7,36(
- Financial liabilities — 1,14¢ — 1,14¢
Conversion option of convertible bon — — 309,18¢ 309,18
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16. FAIR VALUE MEASUREMENT (CONT'D)

Fair value measurement using:

Quoted Prices ir Significant
Active Markets Other Significant
for Identical Observable Unobservable
Assets Inputs Inputs
(Level 1) (Level 2) (Level 3) Total Fair Value
(RMB’000) (RMB’000) (RMB’000) (RMB’000) (US$000)
(unaudited (unaudited (unaudited (unaudited (unaudited
As of September 30, 201
Cash and cash equivalel
-Time deposi 1,296,73 — — 1,296,73. 193,81°
Foreign currency derivative
- Financial assetl — 1,91C — 1,91(C 28t
- Financial liabilities — 70,60¢ — 70,60¢ 10,55
Conversion option of convertible bon — — 533,15° 533,15° 79,68¢

The following is a reconciliation for the liabiks measured at fair value on a recurring basigusgnificant unobservable inputs (Level 3) for
the nine months ended September 30, 2010 andrie tonths ended December 31, 2009:

Conversion option o
convertible bonds

(RMB’000)
Balance as of January 1, 2C 235,31:
Conversion of convertible bon 9)
The amount of total loss for the peri— Realized or unrealized lo 2,60¢
Transfers in and/or out of Level —
Balance as of September 30, 2( 237,91(
The amount of total loss for the peri— Realized or unrealized lo 71,27¢
Transfers in and/or out of Level —
Balance as of December 31, 2009 and January 1, 309,18¢
The amount of total loss for the peri— Realized or unrealized lo 223,96¢
Transfers in and/or out of Level —
Balance as of September 30, 2( 533,15

The amount of realized or unrealized loss is inetlioh the condensed consolidated statements ohtipes in “Changes in fair value of
conversion feature of convertible bonds.”
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17. SEGMENT REPORTING

The Group operates in a single business segmeithughthe development, manufacturing, and salghotovoltaic-related products. The
following table summarizes the Group’s net revertwegeographic region based on the location ottlstomers:

For the nine months ended September 3i

2009 2010 2010

(RMB'000) (RMB'000) (US$000)

(unaudited’ (unaudited’ (unaudited
Germany 1,731,611 3,656,999 546,59°
Portugal 232,13t 146,94¢ 21,96¢
Czech 107,52¢ 124,65¢ 18,63:
Australia 101,45¢ 256,68 38,36¢
Korea 116,13¢ 5,94: 88¢
The PRC 115,64° 319,21¢ 47,71
Spain 50,85¢ 80,47: 12,02¢
France 35,05¢ 69,38 10,37:
Italy 4,65¢ 358,12 53,52¢
United State: 17,38¢ 247 ,35¢ 36,97
Others 13,13( 148,50: 22,19¢

2,525,60! 5,414,28! 809,25

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

For the nine months ended September 30,

2009 2010 2010
(RMB’000) (RMB’000) (US$000)
(unaudited (unaudited (unaudited
SCHUCO 1,190,40: 2,021,75. 302,18
Q-cell 273,97: * *
1,464,37 2,021,75. 302,18

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

Warrants

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

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

Our ADSs are listed on the Nasdaq Global Market wndhe symbol “SOLF.”

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

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

The Securities and Exchange Commission and statgises regulators have not approved or disappibeéthese
securities, or determined if this prospectus ishtful or complete. Any representation to the comntiia a criminal
offense.

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

You should read this prospectus and any prospscipsiement together with the additional information
described under the heading “Where You Can FindeMioformation About Us” andificorporation of Documents |
Reference.”

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

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

“Ching” or the"PRC” are to the Peof’s Republic of China, excluding, for the purposéhig prospectus onl
Taiwan and the special administrative regions ofigHgong and Macat

“conversion efficienc” are to the ability of photovoltaic, or PV, produtiisconvert sunlight into electricit
and “conversion efficiency rates” are commonly usethe PV industry to measure the percentagegbt i
energy from the sun that is actually converted @lextricity;

“cost per wa” and“price per wa” are to the method by which the cost and price opRMucts, respectivel
are commonly measured in the PV industry. A PV pobds priced based on the number of watts of ataigt
it can generate

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

“MW?” are to megawatt, representing 1,000,000 wattsjtafipowel-generating capacity or consumption.
this prospectus, it is assumed that, based onldngte of 95%, 420,000 125mm x 125mm or 280,00&nirs

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

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

“series A convertible preference sh” are to our series A convertible preference shaasyalue US$0.00(
per share

“share” or“ordinary share” are to our ordinary shares, par value US$0.000&lpere; ant

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

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

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

This prospectus is part of a registration staterttettwe filed with the Securities and Exchange @ussion, or
the SEC, utilizing a “shelffegistration process. Under this shelf registrapfioocess, we may sell the ADSs, prefe
shares, debt securities and warrants describétsiptospectus in one or more offerings. This peotys provides
you with a general description of the securitiesmagy offer. Each time we or any selling securitgleolsells
securities pursuant to the registration statenveatwill provide a prospectus supplement that woltain specific
information about the terms of that offering. Thegpectus supplement may also add, update or chiafogmation
contained or incorporated by reference in this pectus.
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CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STAT EMENTS

This prospectus and the documents incorporateéfieyance contain statements of a forward-lookirtgnea
These statements are made under the “safe harlmisns of the U.S. Private Securities LitigatRaform Act of
1995.

In some cases, these forward-looking statementdeadentified by words or phrases such as “aim,”
“anticipate,” “believe,” “continue,” “estimate,” %@ect,” “intend,” “is/are likely to,” “may,” “plart, “potential,”
“will” or other similar expressions. We have baskeese forward-looking statements largely on ouremnir
expectations and projections about future everddiaancial trends that we believe may affect onafcial
condition, results of operations, business stratagl/financial needs. These forward-looking statémmclude,
among other things, statements relating to:

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

< our beliefs regarding the effects of environmerggulation, lack of infrastructure reliability atahg-term
fossil fuel supply constraint

« our beliefs regarding the inability of traditiorfaksil fue-based generation technologies to meet the del
for electricity;

 our beliefs regarding the importance of environrabiynfriendly power generatior

e our expectations regarding governmental supporth®ideployment of solar ener
e our beliefs regarding the acceleration of adoptibsolar technologie

e our expectations with respect to advancementsiineminologies

¢ our beliefs regarding the competitiveness of olarsaroducts

e our expectations regarding the scaling of our martufing capacity

e our expectations with respect to increased revgnoswth and our ability to achieve profitability tésng from
increases in our production volum

e our expectations with respect to our ability tolseaaw materials, especially silicon wafers, ia thture;
« our future business development, results of operatand financial condition; at
e competition from other manufacturers of PV prodwstd conventional energy supplie

We would like to caution you not to place unduéargte on these statements and you should read these
statements in conjunction with the risk factorsttised in the documents incorporated by referenge a
accompanying prospectus supplement for a more @imgiscussion of the risks of an investment insmaurities
and other risks outlined in our other filings witte SEC. The forward-looking statements includethis prospectus
or incorporated by reference into this prospectaseade only as of the date of this prospectukedate of the
incorporated document, and we do not undertakeobhigation to update the forward-looking statementsept as
required under applicable law.
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OUR COMPANY

We are an established manufacturer of ingots, B¢ ard PV modules in China. We manufacture anld sel
ingots, PV cells and PV modules using advanced faaturing process technologies that have helped tepidly
increase our operational efficiency. All of our P\ddules are currently produced using PV cells mactufed at our
own facilities. We sell our products both diredtlysystem integrators and through third party istors. In 2007,
we sold our products to over 30 customers, mostfgeérmany and Spain, as well as several other Earopountries
We also provided PV cell processing services in628@d PV module processing services in 2007. Wewatrour
business in China through our operating subsidianyang China. In addition, we have entered i@ $ilicon ingot
production business through our acquisition of @ %juity interest in Yangguang Solar Technology, Cal., or
Yangguang Solar, an ingot plant that commencedatipeis in October 2007. In June 2008, we enteredan
agreement to acquire the remaining 48% equity éstan Yangguang Solar.

We currently operate four monocrystalline PV cetiquction lines and four multicrystalline PV cetbguction
lines, each with up to 30 MW of annual manufactyriapacity. As part of our vertical integration angbply
sourcing strategy, we recently acquired Yangguarigrswhich we believe could produce 50 to 60 MWngfots in
2008. We currently have 40 monocrystalline ingatduction furnaces, with up to 37.5 MW of annual ofacturing
capacity. In order to meet the fast-growing madesnand for solar products, we plan to significaettpand our PV
cell manufacturing capacity over the next seveealry. We expect that the aggregate annual mantifagtapacity
of our PV cell production lines that are completedinder construction will reach 360 MW by the efiduly 2008.
In addition, we have achieved improvements in pse¢echnology and product quality since we comnttoce
commercial production in November 2005. Our monstaline PV cells achieved conversion efficienciesan the
range of 16.1% to 16.6% in 2007 and we are now @bpeocess wafers as thin as 200 microns.

Our net revenue increased from RMB166.2 millio2@®5 to RMB630.9 million in 2006 and to
RMB2,395.1 million (US$328.3 million) in 2007. Onet income increased from RMB14.4 million in 2005 t
RMB105.9 million in 2006 and to RMB148.0 million §$20.3 million) in 2007.

We commenced operations through Linyang China igusti2004. Linyang China was a 68%-owned subsidiary
of Linyang Electronics, at the time of its estaltieent on August 27, 2004. Linyang Electronics is ofithe leading
electricity-measuring instrument manufacturers in China. licgation of our initial public offering, we incogpated
Solarfun Power Holdings Co., Ltd., or Solarfunttie Cayman Islands on May 12, 2006 as our listelgale. To
enable us to raise equity capital from investonside of China, we established a holding comparucsire by
incorporating Linyang Solar Power Investment Hoddirid., or Linyang BVI, in the British Virgin Islais on
May 17, 2006. Linyang BVI is wholly owned by Solanf Linyang BVI purchased all of the equity inteseis
Linyang China on June 2, 2006. In March 2006, Appi06 and April 2007, we established three majaritsned or
wholly owned subsidiaries in China, Shanghai Lirgy&wolar Technology Co., Ltd., or Shanghai Linyaighuan
Leshan Jiayang New Energy Co., Ltd., or Sichuayafig, and Jiangsu Linyang Solarfun Engineering &eteand
Development Center Co., Ltd., formerly Nantong lang Solarfun Engineering Research and Developmenite€
Co., Ltd., or Linyang Research Center, respectjuelyxpand our business into new markets and isedtoAugust
2007, we acquired a 52% interest in Yangguang Skié&eptember 2007, we established a wholly ovaudssidiary,
Solarfun Power U.S.A. Inc., or Solarfun U.S.A. past of our plan to enter the United States maiRet.

November 30, 2007, Linyang BVI transferred all lod quity interests in Linyang China to SolarfunvBoHong
Kong Limited, for a consideration of US$199.0 naitli In February 2008, we established a wholly owsdasidiary,
Solarfun Power Deutschland GmbH., or Solarfun Dehlgnd, in Germany to sell solar products in theogaan
markets. We are currently in the process of ligidpSichuan Jiayang, one of our subsidiaries whistorically has
had limited operations. In June 2008, we entertmldan agreement to acquire the remaining 48% eduitityest in
Yangguang Solar.

We made capital expenditures of RMB37.5 million, BM0.0 million and RMB538.5 million
(US$73.8 million) in 2005, 2006 and 2007, respegyivin the past, our capital expenditures werel yséemarily in
the purchase of a manufacturing facility and addiél manufacturing equipment for the productio¥fcells and
modules. We plan to fund the balance of our 20@8takexpenditures substantially with proceeds fiaum
convertible note offering in January 2008, addiidmorrowings from third parties and cash from agiens.
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Our principal executive offices are located at 666/ang Road, Qidong, Jiangsu Province, 226200pk’s
Republic of China. Our telephone number at thisesklis (86-513) 8330-7688 and our fax number is
(86-513) 8311-0367. Our registered office in the@an Islands is at the offices of Maples Corpo&gevices
Limited, PO Box 309, Ugland House, Grand Cayman1K¥04, Cayman Islands.

Investor inquiries should be directed to us atatiéress and telephone number of our principal execaffices
set forth above. Our websitevisvw.solarfun.com.crhe information contained on our website does not
constitute a part of this prospectusOur agent for service of process in the UnitedeStat CT Corporation System,
located at 111 Eighth Avenue, New York, New Yorl010.
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THE SECURITIES WE MAY OFFER
We may use this prospectus to offer our:
e ADSs, each representing five ordinary sha
 preferred share:
 debt securities; ar

e warrants

A prospectus supplement will describe the spetyfies, amounts, prices, and detailed terms of atlyese
offered securities and may describe certain riskaddition to those set forth below associated aithinvestment in

the securities. Terms used in the prospectus suygpiewill have the meanings described in this peosgs, unless
otherwise specified.
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RISK FACTORS

You should consider carefully the following factas well as the other information set forth irsthrospectus,
before making an investment decision. You shosldo @nsider carefully the risks set forth undertibading “Risk
Factor<” in any prospectus supplement before investinthesecurities offered thereby. Some of the foligwisks
relate principally to the industry in which we op& and our business in general. Other risks refatecipally to the
securities market and ownership of our ADSs, preteéshares, debt securities and warrants. Any efrigk factors
could significantly and negatively affect our buesig, financial condition or operating results ahé trading price of
our ADSs, preferred shares, debt securities andaveis. You could lose all or part of your investien

Risks Related to Our Company and Our Industry

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

There is limited historical information availableaut our company upon which you can base your avialu of
our business and prospects. We began operatighsgast 2004 and shipped our first PV modules andicat PV
cells in February 2005 and November 2005, respelgtiOur business has grown and evolved at a rapédsince we
started our operations. As a result, our histoiigegdrating results may not provide a meaningfulsias evaluating
our business, financial performance and prospextsie may not be able to achieve a similar growaté m future
periods. In particular, our future success willuieg us to continue to increase the manufacturagacity of our
facilities significantly beyond their current cafises. Moreover, our business model, technology abitity to
achieve satisfactory manufacturing yields at higledumes are unproven. Therefore, you should censidr
business and prospects in light of the risks, egpe@nd challenges that we will face as a compathyawvelatively
short operating history in a competitive industeglsing to develop and manufacture new productsapilly
growing market, and you should not rely on our pastits or our historic rate of growth as an iatlan of our futur
performance.

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

Our future success depends on our ability to sicanitly increase both our manufacturing capacity aumtput.
We plan to expand our business to address growdbrimand for our products, as well as to capture mevket
opportunities. Our ability to establish additionanufacturing capacity and increase output is stilhgesignificant
risks and uncertainties, including:

 the need for additional funding to purchase anggydor raw materials or to build manufacturingilities,
which we may be unable to obtain on reasonablest@mat all;

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

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

In order to manage the potential growth of our apiens, we will be required to continue to imprawe
operational and financial systems, procedures anttals, increase manufacturing capacity and oyugmd expand,
train and manage our growing employee base. Fumibrer, our management will be required to maintaith @xpand
our relationships with our customers, suppliers atfieér third parties. We cannot assure you thatatnent and
planned operations, personnel, systems and intproeédures and controls will be adequate to supporfuture
growth.
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If we encounter any of the risks described aboveye otherwise unable to establish or successhplérate
additional manufacturing capacity or to increasauafiacturing output, we may be unable to grow ogifess and
revenue, reduce our costs per watt, maintain oonpeditiveness or improve our profitability, and dwsiness,
financial condition, results of operations and pexds will be adversely affected.

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

We have entered into the silicon ingot productiosibess through our acquisition of a 52% equitgrist in
Yangguang Solar, an ingot plant that commencedatipais in October 2007. On June 23, 2008, we ethiate an
agreement to acquire the remaining 48% equityéstan Yangguang Solar from Nantong Linyang Electri
Investment Co., Ltd., or Nantong Linyang (as to }18%angsu Qitian Group Co., Ltd. or, Qitian Grdap to 20%),
and Jiangsu Guangyi Technology Co., Ltd., or Jiargsangyi (as to 10%) for an aggregate consideratio
approximately RMB355 million (US$48.7 million). Updhe completion of this latest acquisition, Yanagg Solar
will become our 100% owned subsidiary. Our expamgito the ingot business aims to secure our adoestgady
supplies of ingots at reasonable prices, and vemthto integrate such upstream business into cueasingly vertice
business model. However, we have no prior expegi@moperating an ingot plant. The technology Far t
manufacture of ingots is complex, requires cosfjyipment and continuous modifications in ordemipiove yields
and product performance. Increases in lead timeddiivering ingotmaking equipment could also delay or other
hamper the development of our ingot business. Wiealsd need to make substantial capital expeneglituiinstalling
Yangguang Solar’s production lines and rampingtsigapacity in 2008, which may put a strain onaapital
resources.

Moreover, Yangguang Solar relies on Jiangsu Zhongi®/ Technology Development Co., Ltd., or Zhongn
which is also an early stage company that hasampést experienced delays in ramping up its omeratito supply a
significant portion of its polysilicon requirementdnder an agreement dated June 22, 2008, Zhongw#rsgipply us
with polysilicon sufficient to produce 1.2GW of aoimodules in aggregate over eight years. Howgvarn, to
entering into the recent supply agreement, Zhongivad previously failed to deliver a significant@mt of agreed
quantity of polysilicon to us. In addition, we lmie there currently is significant excess demarttiérglobal market
for polysilicon and polysilicon suppliers may beable to meet anticipated requirements based onc¢hgient
production capacity. The ability of Zhongneng toemtlne polysilicon requirements of Yangguang Sotard be
materially and adversely impacted by many factoiduding operational and financial difficulties Zbhongneng. In
particular, any merger, acquisition or consolidati@nsaction involving Zhongneng and any of ounpetitors coul
have an adverse impact on our relationship withngineng and our ability to secure adequate supplipslysilicon
for our operations. Moreover, if Zhongneng doesfaptvhatever reason supply polysilicon to Yanggu&olar in
sufficient quantities at commercially reasonablegs, Yangguang Solar may be unable to source ifobrs from
other third parties and therefore may fail to mtseproduction targets for 2008 and 2009, which \ddaonsequently
have a material and adverse effect on our restiliperations for those periods and our future essmprospects.

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

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

* reduction, delay or cancellation of orders from onenore of our significant custome
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selection by one or more of our significant digitdr customers of our competit’ products;
* loss of one or more of our significant customers aar failure to identify additional or replacemenstomer

¢ any adverse change in the bilateral or multilateeade relationships between China and Europeanties,
particularly Germany; an

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

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

With certain significant customers, we enter imenfework agreements that set forth our customenghase
goals and the general conditions under which oessae to be made. However, such framework agneisnage onl
binding to the extent a purchase order for a sppeaihount of our products is issued. In additicriain sales terms
of the framework agreements may be adjusted frome tb time. For example, we entered into a framkwor
agreement with Social Capital S.L. under whiclgiteeed to purchase 84 MW of PV modules in total f2007 to
2008. However, since we could not reach an agreewiémSocial Capital S.L. on actual sales ternwi& Capital
S.L. has not made any purchase order of our PV tasdund it is unlikely that it will purchase our Pvodules in the
foreseeable future. In addition, we have in the pad disagreements with our customers relatirigegosolumes,
delivery schedules and pricing terms containedighdramework contracts that have required usriegetiate these
contracts. However, renegotiation of our framewwsktracts may not always be in our best interasis a
disagreements on terms could escalate into forieplites that could cause us to experience ordeetations or
harm our reputation.

Furthermore, our customer relationships have beseldped over a short period of time and are gélgena
preliminary stages. We cannot be certain that tbaseomers will generate significant revenue foimuthe future or
if these customer relationships will continue teelep. If our relationships with customers do nottinue to
develop, we may not be able to expand our custtase or maintain or increase our customers anchueve
Moreover, our business, financial condition, resolt operations and prospects are affected by ctitiopen the
market for the end products manufactured by outocosrs, and any decline in their business coulderialy harm
our revenue and profitability.

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

Silicon wafers are an essential raw material inproduction of PV products. Silicon is created efining quart.
or sand, and is melted and grown into crystallirgots or other forms which are then sliced intoessfWe depend
on our suppliers for timely delivery of silicon vea$ in sufficient quantities and satisfactory qyaknd any
disruption in supply or inability to obtain silicamafers at an acceptable cost, or at all, will mally and adversely
affect our business and operations.

There is currently an industry-wide shortage a€eit and silicon wafers, which has resulted in gigant price
increases. Based on our experience, the averaggsmi silicon and silicon wafers may continuencréase.
Moreover, we expect the shortages of silicon alicbsi wafers to continue as the PV industry corgito grow and
as additional manufacturing capacity is addedc@&iliwafers are also used in the semiconductor tndgenerally
and any increase in demand from that sector widtexbate the current shortage. The productioniobsiand silicor
wafers is capital intensive and adding manufactucapacity requires significant lead time. While ave aware that
several new facilities for the manufacture of siticand silicon wafers are under construction aradhedvorld, we do
not believe that the supply shortage will be reraédi the near term. We expect that the demansilfoon and
silicon wafers will continue to outstrip supply fibre foreseeable future.

We have attempted to ease our supply shortagesepaying for silicon and silicon wafers and esttitig
strategic relationships with selected suppliersweler, we cannot assure you that we will be ablebtain supplies
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from them or any other suppliers in sufficient gtitéas or at acceptable prices. In particular, sisome of ou
suppliers do not themselves manufacture silicorinsiead purchase their requirements from othedeen it is
possible that these suppliers will not be ablelt@im sufficient silicon to satisfy their contraatwbligations to us. In
addition, we, like other companies in the PV indystompete with companies in the semiconductousty for
silicon wafers, and companies in that sector tyljyideave greater purchasing power and market imibeethan
companies in the PV industry. We acquire silicorierafrom our suppliers primarily through shortatesupply
arrangements for periods ranging from several n®tatltwo years. This subjects us to the risk thatsoippliers may
cease supplying silicon wafers to us for any reagmhuding due to uncertainties in their financi&bility and
having committed more volume to customers than tagydeliver. These suppliers could also chooseonodnor
such contracts and we generally have limited ressuto seek any form of compensation. Historicallg,have re-
negotiated our contracts with some of our majoipieps due to price increases in silicon and silieafers. We
cannot assure you that this would not happen dgdhre future. If either of these circumstancesuoscour supply of
critical raw materials at reasonable costs andasic ability to conduct our business could be dyeestricted.
Moreover, since some of our supply contracts mguyire prepayment of a substantial portion of thetiaet price,
we may not be able to recover such prepaymentsvandould suffer losses should such suppliers ¢afltfill their
delivery obligations under the contracts. Furtheenwe have not fixed the price for a significaattn of the
silicon wafers supply for 2008 with some of our gligrs. As a result, the price we will need to pagy need to be
adjusted or renegotiated to reflect the prevaitimayket price around the time of delivery, which nii@yhigher than
we expect. Increases in the prices of silicon alicbas wafers have in the past increased our prodocosts and me
materially and adversely impact our cost of reveiguess margins and profitability.

There are a limited number of silicon and silicoafer suppliers, and many of our competitors alsclpase
silicon and silicon wafers from these suppliersaditlition, there has been an ongoing trend inrttlestry towards
vertical integration whereby PV cell and PV moduilanufacturers expand into silicon and silicon wafer
manufacturing and silicon and silicon wafer mantifegrs expand into PV cell and PV module manuféoguiTo the
extent that such vertical integration involves neesgor acquisitions of existing silicon or silicaafer manufacturer
this trend may result in a reduction of the sili@nrd silicon wafer supply that is freely availalsiehe market to
companies such as our company, which may causeéaddishortages or increase pricing. Additionay, cell and
PV module manufacturers that have integrated silmosilicon wafer manufacturing may have a contiveti
advantage over us by virtue of having access fto ititernal silicon or silicon wafer supply at lomeost at a time of
market shortages for those materials. Since we balebeen purchasing silicon and silicon waferbuik for
approximately three years, our competitors may tawger and stronger relationships with these sappthan we
do. As we intend to significantly increase our mfacturing output, an inadequate allocation of eitisvafers would
have a material adverse effect on our expansiamsploreover, the inability to obtain silicon anlicen wafers at
commercially reasonable prices or at all would hatmability to meet existing and future customeménd for our
products, and could cause us to make fewer shigmlese customers and market share and generate toan
anticipated revenue, thereby materially and adeedféecting our business, financial condition,uks of operations
and prospects.

Our dependence on a limited number of suppliers #osubstantial majority of silicon and silicon wafe could
prevent us from delivering our products in a timekyanner to our customers in the required quantitjeghich
could result in order cancellations, decreased reue and loss of market share.

In 2005, 2006 and 2007, our five largest suppkengplied in the aggregate 71.3%, 50.9% and 59.0%,
respectively, of our total silicon and silicon wafrirchases. If we fail to develop or maintain mlationships with
these or our other suppliers, we may be unableatoufacture our products, our products may onlyvagl@ble at a
higher cost or after a long delay, or we could tevented from delivering our products to our cussrin the
required quantities, at competitive prices and areptable terms of delivery. Problems of this kindld cause us to
experience order cancellations, decreased revertliss of market share. In general, the failura stipplier to
supply materials and components that meet ourtgugliantity and cost requirements in a timely nerdue to lack
of supplies or other reasons could impair our Bbit manufacture our products or could increagecosts,
particularly if we are unable to obtain these materand components from alternative sources imaly manner or
on commercially reasonable terms. Allegations Haaen made and may be made in the future regardénguality
of our suppliers’ inventories. In addition, someoof suppliers have a limited operating history kmited
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financial resources, and the contracts we entertednith these suppliers do not clearly provideddequate remedis
to us in the event any of these suppliers is nigt &) or otherwise does not, deliver, in a timslgnner or at all, any
materials it is contractually obligated to delivierparticular, due to a shortage of raw mateffiatdhe production of
silicon wafers, increased market demand for silis@fers, a failure by some silicon suppliers toieed expected
production volumes and other factors, some of cajonsilicon wafer suppliers failed to fully perforin the past on
their silicon wafer supply commitments to us, arela@nsequently did not receive all of the contraltyiagreed
guantities of silicon wafers from these suppli®¥& cannot assure you that we will not experiencelar or
additional shortfalls of silicon or silicon waferem our suppliers in the future or that, in theetwof such shortfalls,
we will be able to find other silicon suppliersdatisfy our production needs. Any disruption in sluply of silicon
wafers to us may adversely affect our businesanfifal condition and results of operations.

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

We have in the past secured, and plan to contmgecdure, our supply of silicon and silicon wat@reugh
prepaid supply arrangements with overseas and danseppliers. In the past, we entered into sugplytracts with
some of our suppliers, under which these suppéigrsed to provide us with specified quantitiesilafan wafers and
we have made prepayments to these suppliers imdanoze with the supply contracts. As of Decembe2805,
2006 and 2007, we had advanced RMB61.3 million, RB®2 million and RMB640.1 million (US$87.8 millipio
our suppliers, respectively. The prices of the §uppntracts we entered into with some of our sigoplare fixed. If
the prices of silicon or silicon wafers were to d&se in the future and we are locked into prefieied-price
arrangements, we may not be able to adjust ourriasteosts, and our cost of revenue would be rialeand
adversely affected. In addition, if demand for B products decreases, we may incur costs associdie carrying
excess materials, which may have a material adwdgfset on our operating expenses. To the exterdreaot able to
pass these increased costs and expenses to oumeust our revenue and profitability may be maligri@duced.

We require a significant amount of cash to fund ooperations as well as meet future capital requirents. If we
cannot obtain additional capital when we need ityragrowth prospects and future profitability may beaterially
and adversely affected.

We typically require a significant amount of castund our operations, especially prepayments pplkers to
secure our silicon wafer requirements. We alsoirequash generally to meet future capital requinetsiewvhich are
difficult to plan in the rapidly changing PV indugtIn particular, we will need capital to fund teepansion of our
facilities as well as research and developmentiéies in order to remain competitive. Furthermawe, acquired a
52% equity interest in Yangguang Solar, a newlgldi&hed silicon ingot plant, in August 2007 andsaquently
entered into a share transfer agreement to actigre=maining 48% stake in June 2008. We will needake
substantial capital expenditures in equipment pasel of Yangguang Solar to ramp up its productégracity in
2008. In addition, under the supply agreement datee 22, 2008 between Zhongneng and us, we arggedo
make a non-refundable prepayment of RMB357.4 nniltm Zhongneng. Any future acquisitions, expansions
market changes or other developments will cauge tequire additional funds. Our ability to obt@ixternal
financing in the future is subject to a varietyuoicertainties, including:

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

We cannot assure you that financing will be avé@amn satisfactory terms, or at all. In particukss,of
December 31, 2007, RMB940.0 million (US$128.9 roiili of our outstanding borrowings were guaranteged b
Jiangsu Linyang Electronics Co., Ltd., or Linyarigd&onics, a company controlled by Mr. Yonghua aur
chairman. We do not have control over Linyang Etedts and Mr. Lu has recently reduced his holdihgur
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shares by a significant amount. ¢— Two of our existing shareholders have substanifalénce over our compal
and their interests may not be aligned with theregts of our other shareholders.” Mr. Lu alsogmsil as our chief
executive officer as of February 25, 2008. If fay aeason Linyang Electronics ceases to guaranteexisting
borrowings, it may be difficult for us to obtaingessary financing in a timely manner or on comnadlscacceptable
terms and our growth prospects and future profitsglshay decrease materially.

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

In 2005, 2006 and 2007, a substantial majoritywsfrevenue was generated by sales to customeiis®ats
China. The marketing, distribution and sale of BUrproducts overseas expose us to a number of iieitading:

« fluctuations in currency exchange rates of the ddiar, Euro and other foreign currencies agatimst
Renminbi;

« difficulty in engaging and retaining distributonschagents who are knowledgeable about, and catidanc
effectively in, overseas marke

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

« difficulty and costs relating to compliance wittifdrent commercial and legal requirements in thiessglictions
in which we offer our product:

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

« trade barriers, such as export requirements, satéikes and other restrictions and expenses, vebiglal
increase the prices of our products and make slasipetitive in some countrie

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

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

The PV market is very competitive. We face compatifrom a number of sources, including domesticgign
and multinational corporations. We believe thatghacipal competitive factors in the markets for @roducts are:

¢ manufacturing capacit

» power efficiency;

* range and quality of product

* price;

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

* brand image

Many of our current and potential competitors hiwreger operating histories, greater name recogniticcess |
larger customer bases and resources and signlfietater economies of scale, and financial, satesmarketing,
manufacturing, distribution, technical and othesogrces than we do. In particular, many of our cetitqrs are
developing and manufacturing solar energy prodoased on new technologies that may ultimately ltagts simila
to, or lower than, our projected costs. In additiomr competitors may have stronger relationshigsawe or may
enter into exclusive relationships with key supsljalistributors or system integrators to whom elé@ur products.
As a result, they may be able to respond more gutokchanging customer demands or devote greasaurces to
the development, promotion and sales of their prtadthan we can. Furthermore,
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competitors with more diversified product offeringay be better positioned to withstand a declinthéndemand fc
PV products. Some of our competitors have alsoreceertically integrated, with businesses rangiognfupstream
silicon wafer manufacturing to solar power systategration, and we may also face competition fremisonductor
manufacturers, several of which have already anceditheir intention to commence production of PWscand PV
modules. It is possible that new competitors daatles among existing competitors could emergeapidly acquire
significant market share, which would harm our hass. If we fail to compete successfully, our besswould
suffer and we may lose or be unable to gain matkate and our financial condition and results @rapons would
be materially and adversely affected.

In the immediate future, we believe that the coiitipetarena will increasingly center around seogisilicon
supply and forming strategic relationships to seaupply of key components and technologies. Mdmoup
competitors have greater access to silicon supphawve upstream silicon wafer manufacturing cajtadsl We
believe that as the supply of silicon stabilizesrame, competition will become increasingly baspdn marketing
and sales activities. Since we have conducteddihéidvertising in the past, the greater sales arélating resource
experience and name recognition of some of our editops may make it difficult for us to competeiid when this
transition occurs.

In addition, the PV market in general competes witier sources of renewable energy as well as coioval
power generation. If prices for conventional anfteotrenewable energy resources decline, or if tresmurces enjoy
greater policy support than solar power, the PVketaand our business and prospects could suffer.

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

The PV industry is characterized by rapid increaseke diversity and complexity of technologiesygucts and
services. In particular, the ongoing evolutioneftinological standards requires products with imgddeatures,
such as more efficient and higher power outputiamgtoved aesthetics. As a result, we expect thawileeed to
constantly offer more sophisticated products amdices in order to respond to competitive industonditions and
customer demands. If we fail to develop, or obtaicess to, advances in technologies, or if we atralle to offer
more sophisticated products and services, we megrbe less competitive and less profitable. In aalditadvances
in technologies typically lead to declining averagdling prices for products using older technadsgiAs a result, if
we are not able to reduce the costs associatecowithbroducts, the profitability of any given praduand our overall
profitability, may decrease over time. Furthermdeehnologies developed by our competitors mayigeomnore
advantages than ours for the commercializationvopPducts, and to the extent we are not ablefine®ur
technologies and develop new PV products, ouriegigroducts may become uncompetitive and obsolete.

In addition, we will need to invest significant &incial resources in research and development totaiaiour
competitiveness and keep pace with technologiczreks in the PV industry. However, commercial ptargce by
customers of new products we offer may not occtin@trate or level expected, and we may not betable
successfully adapt existing products to effectivaig economically meet customer demands, thus fmgéahe
return from our investments. We may also be requireder the applicable accounting standards togréze a charg
for the impairment of assets to the extent ourtexgproducts become uncompetitive or obsoletéf, amy new
products fail to achieve commercial acceptance. sugh charge may have a material adverse effestinfinancial
condition and results of operations.

Moreover, in response to the rapidly evolving ctinds in the PV industry, we plan to expand ouritess
downstream to provide system integration produstsservices. This expansion requires significamestment and
management attention from us, and we are likefa¢e intense competition from companies that hatensive
experience and well-established businesses andneasbases in the system integration sector. Wieatassure you
that we will succeed in expanding our business dirgam. If we are not able to bring quality produsohd services
to market in a timely and cost-effective manner smccessfully market and sell these products amvicss, our
ability to continue penetrating the PV market, &dlas our results of operations and profitabilityll be materially
and adversely affected.
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Our future success depends in part on our abilityrnake strategic acquisitions and investments aocestablist
and maintain strategic alliances, and failure to dm could have a material adverse effect on our ketr
penetration, revenue growth and profitability. Indalition, such strategic acquisitions, alliances amzestments
themselves entail significant risks that could metdly and adversely affect our business.

We entered into the silicon ingot production busgthrough our acquisition of a 52% equity intenest
Yangguang Solar, an ingot plant that commencedatipais in October 2007 and subsequently enteredaishare
transfer agreement to acquire the remaining 48%estaJune 2008. In addition, we have purchasedamih the
process of installing six wire saws which can bedu® slice ingots into wafers. We plan to purchese install an
additional 54 wire saws, the completion of whichl wicrease the annual aggregate manufacturingaiigpaf wires
saws to 300 MW. We expect this new facility to bbenpleted by March 2009. We are also pursuing expansto
downstream system integration services througtsohsidiary, Shanghai Linyang, and we are consigeyursuing
upstream silicon feedstock sourcing through stiateartnerships and investments. We intend to noetio establish
and maintain strategic alliances with third partiethe PV industry, particularly with silicon sujgss. These types
transactions could require that our managementidgexpertise in new areas, manage new businestforehips
and attract new types of customers and may regigreficant attention from our management, anddiversion of
our management’s attention could have a materizrae effect on our ability to manage our businggs may also
experience difficulties integrating acquisitionglanvestments into our existing business and oersit Furthermor:
we may not be able to successfully make such giaéequisitions and investments or to establishtegic alliances
with third parties that will prove to be effectiee beneficial for our business. Any difficulty wacke in this regard
could have a material adverse effect on our mgr&eetration, our results of operations and ourifaduifity.

Strategic acquisitions, investments and allianciéls tird parties could subject us to a numberigis, including
risks associated with sharing proprietary informat@nd loss of control of operations that are nietés our busines
Moreover, strategic acquisitions, investments dhanaes may be expensive to implement and subjgtd the risk
of non-performance by a counterparty, which matum lead to monetary losses that materially anctestly affect
our business. In addition, changes in governmelitips, both domestically and internationally, tha¢ not favorabl
to the development of the PV industry, may alscehavnaterial adverse effect on the success oft@iegic
acquisitions, investments and alliances.

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

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

In addition, as we purchase the silicon and silisafiers and other components that we use in owyate from
third parties, we have limited control over the lgyaf these raw materials and components. Unikémodules,
which are subject to certain uniform internatiosi@ndards, silicon and silicon wafers generallypdbhave uniform
international standards, and it is often diffidoltdetermine whether product defects are a re$tifieosilicon or
silicon wafers or other components or reasons heuntore, the silicon and silicon wafers and otloenjgonents that
we purchase from third-party suppliers are typjcadld to us with no or only limited warranties.eTpossibility of
future product failures could cause us to incurstanitial expense to provide refunds or resolveudéespwith regard 1
warranty claims through litigation, arbitration@her means. Product failures and related adverskcfiy may also
damage our market reputation and cause our satiEectime.
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As with other PV product manufacturers, we are sgpdo risks associated with product liability wiaiif the
use of the PV products we sell results in injusaith or damage to property. We cannot predictisititne whether
product liability claims will be brought against msthe future or the effect of any resulting négapublicity on our
business. In addition, we have not made provisionpotential product liability claims and we magtrhave
adequate resources to satisfy a judgment if a safideclaim is brought against us. Moreover, thecessful assertic
of product liability claims against us could redulpotentially significant monetary damages argliiee us to make
significant payments and incur substantial legplegses. Even if a product liability claim is notsessfully pursued
to judgment by a claimant, we may still incur salosial legal expenses defending against such mclai

If PV technology is not suitable for widespread gatimn, or sufficient demand for PV products doestrdevelop
or takes longer to develop than we anticipated, @ates may not continue to increase or may evenridecand
our revenue and profitability would be reduced.

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

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

« performance and reliability of PV products compaedonventional and other n-solar energy sources a
products;

« availability of government subsidies and incentiteesupport the development of the PV industrytbec
energy resource industrie

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

« fluctuations in economic and market conditions f&tct the viability of conventional and non-solar
alternative energy sources, such as increasesogatzes in the prices of oil and other fossil fu

 capital expenditures by end users of PV produdbichvtend to decrease when the overall economysslow
down; anc

« deregulation of the electric power industry andltheader energy industr

Existing regulations and policies governing the etécity utility industry, as well as changes todke regulations
and policies, may adversely affect demand for owogucts and materially reduce our revenue and ptefi

The electric utility industry is subject to extersregulation, and the market for PV products giavily
influenced by these regulations as well as thecggdipromulgated by electric utilities. These ragjohs and policies
often affect electricity pricing and technical irdennection of end-user power generation. As theketdor solar and
other alternative energy sources continue to evdhese regulations and policies are being moddied may
continue to be modified. Customer purchases dijher investment in research and developmergaér and othe
alternative energy sources may be significantlg@éd by these regulations and policies, whichdsignificantly
reduce demand for our products and materially redus revenue and profits.

Moreover, we expect that our PV products and tinsiallation will be subject to oversight and regidn in
accordance with national and local ordinancesirgjab building codes, safety, environmental protet utility
interconnection and metering and related mattevsiiious countries. We also have to comply withréguirements
of individual localities and design equipment tongy with varying standards applicable in the jdiggions

12
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where we conduct business. Any new government agigak or utility policies pertaining to our PV plects may
result in significant additional expenses to us,distributors and end users and, as a resultdamalse a significant
reduction in demand for our PV products, as welhaserially and adversely affect our financial ciiod and results
of operations.

The reduction or elimination of government subsidi@nd economic incentives for on-grid solar energy
applications could have a materially adverse effectour 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 fitoenelectric utility, depends in large part on dvailability and
size of government subsidies and economic incestife a portion of our sales is in the gid market, the reductic
or elimination of government subsidies and econdnientives may hinder the growth of this marketesult in
increased price competition, which could decreaeahd for our products and reduce our revenue.

The cost of solar energy currently substantiallyeeds the cost of power furnished by the electiiityugrid in
many locations. As a result, federal, state andllgovernmental bodies in many countries, mosthigpt@ermany,
Italy, Spain and the United States, have providdxsisies and economic incentives in the form oftes, tax credits
and other incentives to end users, distributorstesy integrators and manufacturers of PV producgsdmote the ut
of solar energy in on-grid applications and to @@dependency on other forms of energy. Certathesfe
government economic incentives are set to be reflacd may be reduced further, or eliminated. Inigaar,
political changes in a particular country coulduleg significant reductions or eliminations oftsidies or economic
incentives. Electric utility companies that havgrsiicant political lobbying powers may also seélacges in the
relevant legislation in their markets that may ade#y affect the development and commercial acoegtaf solar
energy. The reduction or elimination of governmantsidies and economic incentives for on-grid setergy
applications, especially those in our target markeduld cause demand for our products and ountevi decline,
and have a material adverse effect on our busifiaasicial condition, results of operations andgprects.

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

Our products are used for “off-gridblar energy applications in developed and devetppountries, where sol
energy is provided to end users independent ofentrigity transmission grid. In some countriesygamment
agencies and the private sector have, from tintene, provided subsidies or financing on prefetterahs for rural
electrification programs. We believe that the aafzility of financing could have a significant effem the level of
sales of off-grid solar energy applications, paitcly in developing countries where users mayhaate sufficient
resources or credit to otherwise acquire PV systénesisting financing programs for off-grid solanergy
applications are eliminated or if financing becorimegcessible, the growth of the market for offdgsolar energy
applications may be materially and adversely afféctvhich could cause our sales to decline. Intexhdirising
interest rates could render existing financingserexpensive, as well as serve as an obstacle fenf financings
that would otherwise spur the growth of the PV stdy

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

We rely primarily on patents, trademarks, tradeetsc copyrights and other contractual restrictimngrotect ou
intellectual property. Nevertheless, these affarty imited protection and the actions we take totect our
intellectual property rights may not be adequatepdrticular, third parties may infringe or misapmiate our
proprietary technologies or other intellectual pap rights, which could have a material advergeotfon our
business, financial condition and results of openat Policing unauthorized use of our proprietaghnologies can
be difficult and expensive. In addition, litigatiomay be necessary to enforce our intellectual ptgppeghts, protect
our trade secrets or determine the validity angheaf the proprietary rights of others. We alsontdrassure you that
the outcome of any such litigation would be in tavor. Furthermore, any such litigation may be lyoshd may
divert management attention as well as expend ther eesources away from our business. An advertardination
in any such litigation will impair our intellectugtoperty rights and may harm our business, prdsgea reputation.
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In addition, we have no insurance coverage agéiiggttion costs and would have to bear all cosisirgg from suct
litigation to the extent we are unable to recolent from other parties. The occurrence of any efftihegoing could
have a material adverse effect on our businesandial condition and results of operations.

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

We may be exposed to infringement or misappropoatclaims by third parties, particularly in jurisditions
outside China which, if determined adversely agdins, could disrupt our business and subject ussignificant
liability to third parties, as well as have a matalradverse effect on our financial condition anesults of
operations.

Our success depends, in large part, on our akdlitylse and develop our technologies and know-haivout
infringing the intellectual property rights of tHiparties. As we continue to market and sell oodpcts
internationally, and as litigation becomes more oan in the PRC, we face a higher risk of beingsihigiect of
claims for intellectual property infringement, aslixas having indemnification relating to othertpes’ proprietary
rights held to be invalid. Our current or potentampetitors, many of which have substantial resesiand have
made substantial investments in competing techimedpgnay have or may obtain patents that will pnéManit or
interfere with our ability to make, use or sell gquoducts in the European Union, the PRC or otbantries. The
validity and scope of claims relating to PV teclogyl patents involve complex, scientific, legal dactual questions
and analysis and, therefore, may be highly uncertaiaddition, the defense of intellectual prope&iaims, including
patent infringement suits, and related legal andiaitrative proceedings can be both costly ane timnsuming,
and may significantly divert the efforts and resmsr of our technical and management personnehémnbre, an
adverse determination in any such litigation orceeding to which we may become a party could caage:

e pay damage award
 seek licenses from third partie
e pay ongoing royalties

 redesign our products;

be restricted by injunction

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

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

Although we rely primarily on trade secret laws aodtractual restrictions to protect the technasgn the PV
cells we currently manufacture and sell, our suseasl ability to compete in the future may alsoethepto a
significant degree on obtaining patent protectmndur proprietary technologies. As of June 2, 2008 had three
issued patents and six pending patent applicatiotie PRC. We do not have, and have not appliecafyy patents
for our proprietary technologies outside the PRE tife protections afforded by our patents are gfeonly in the
PRC, our competitors and other companies may inttepely develop substantially equivalent technasgir
otherwise gain access to our proprietary technelkgnd obtain patents for such technologies iergthisdictions,
including the countries in which we sell our prottudoreover, our patent applications in the PR mat result in
issued patents, and even if they do result in bpagents, the patents may not have claims ofdbpeswe seek. In
addition, any issued patents may be challengedlidated or declared unenforceable. As a resuttpoesent and
future patents may provide only limited protectfonour technologies, and may not be sufficienpttovide
competitive advantages to us.
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We depend on our key personnel, and our businesd growth may be severely disrupted if we lose tl
services.

Our future success depends substantially on thénce services of some of our directors and keaceatives.
In particular, we are highly dependent upon ouectors and officers, including Mr. Yonghua Lu, ch@n of our
board of directors, Mr. Henricus Johannes Petruskelas, our chief executive officer, Mr. Hanfei Waogr director
and chief operating officer, and Mr. Yuting Wangy chief engineer. In 2007, Mr. Fei Yun resignedl&sctor of
technology and Mr. Kevin C. Wei, our former chigfdncial officer, also left us as his employmemtcact expired
in October 2007. If we lose the services of oneore of our current directors and executive oficere may not be
able to replace them readily, if at all, with sbigor qualified candidates, and may incur addé@l@xpenses to
recruit and retain new directors and officers, ipafarly those with a significant mix of both intextional and China-
based PV industry experience similar to our curddctors and officers, which could severely digrour business
and growth. In addition, if any of our directorsexecutives joins a competitor or forms a competioigpany, we
may lose some of our customers. Each of thesetdieeand executive officers has entered into anl@ynpent
agreement with us, which contains confidentiality @aon-competition provisions. However, if any ditgs arise
between these directors or executive officers andt is not clear, in light of uncertainties asated with the PRC
legal system, the extent to which any of theseeagsents could be enforced in China, where all ofetdirectors and
executive officers reside and hold some of thesetss See “— Risks Related to Doing Business im&hi
Uncertainties with respect to the PRC legal systeaid have a material adverse effect on us.” Funtloee, as we
expect to continue to expand our operations andldpwew products, we will need to continue attracand
retaining experienced management and key reseactevelopment personnel.

Competition for personnel in the PV industry in @is intense, and the availability of suitable godlified
candidates is limited. In particular, we competattoact and retain qualified research and devetympersonnel wit
other PV technology companies, universities andaesh institutions. Competition for these indivifueould cause
us to offer higher compensation and other bengfitsder to attract and retain them, which couldeha material
adverse effect on our financial condition and rssof operations. We may also be unable to atoacttain the
personnel necessary to achieve our business olgectind any failure in this regard could sevediyupt our
business and growth.

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

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

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

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

The SEC, as required by Section 404 of the Sarb@mnéssy Act of 2002, or the Sarbanes-Oxley Act, aedp
rules requiring every public company to include anaggement report on such company’s internal cantedr
financial reporting in its annual report, which t@mins management'’s assessment of the effectiverfi¢lss
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compan's internal controls over financial reporting. Irdén, an independent registered public accourfiimg
must attest to and report on the effectiveneshetompany’s internal controls over financial reimay.

Our management and independent registered puldauatng firm have concluded that our internal colstas
of December 31, 2007 were effective. However, wenoaassure you that in the future our managenreotio
independent registered public accounting firm wit identify material weakness during the Sectio4 df the
Sarbanes-Oxley Act audit process or for other nessim addition, because of the inherent limitagiofiinternal
control over financial reporting, including the pislity of collusion or improper management oveeriof controls,
material misstatements due to error or fraud maye@revented or detected on a timely basis. Aesalt, if we fail
to maintain effective internal controls over finaieeporting or should we be unable to preverdetect material
misstatements due to error or fraud on a timelyshassestors could lose confidence in the relighbdf our financial
statements, which in turn could harm our businessjlts of operations and negatively impact theketgorice of our
ADSs, and harm our reputation. Furthermore, we famerred and expected to continue to incur comaiole costs
and to use significant management time and otlsaurees in an effort to comply with Section 404 attter
requirements of the Sarbanes-Oxley Act.

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

We are subject to risk of explosion and fires, igblly flammable gases, such as silane and nitrggesnare
generated in our manufacturing processes. Whilbave not experienced to date any explosion or tfiee risks
associated with these gases cannot be completeiynated. In addition, as the insurance industrZimna is still in
an early stage of development, business intermitisurance available in China offers limited cagg compared to
that offered in many other countries. Although veeé obtained business interruption insurance, asinbss
disruption or natural disaster could result in sabgal costs and diversion of resources.

We are also exposed to risks associated with ptdidtdlity claims in the event that the use of ¢ products
we sell results in injury. Due to limited historiexperience, we are unable to predict whetheryrbliability claims
will be brought against us in the future or theseffof any resulting adverse publicity on our bass Moreover, we
only have limited product liability insurance ané@ymot have adequate resources to satisfy a judgméme event of
a successful claim against us. The successfultassef product liability claims against us coukskult in potentially
significant monetary damages and require us to raggeficant payments, which could materially anidersely
affect our business, financial condition and resaftoperations.

Any environmental claims or failure to comply withiny present or future environmental regulations magquire
us to spend additional funds and may materially aadversely affect our financial condition and regslof
operations.

We are subject to a variety of laws and regulati@hsting to the use, storage, discharge and dispdshemical
by-products of, and water used in, our manufacguoperations and research and development acsivitieluding
toxic, volatile and otherwise hazardous chemicatswastes. We are in compliance with current emvirental
regulations to conduct our business as it is ptgseanducted. Although we have not suffered materi
environmental claims in the past, the failure tmpty with any present or future regulations cowddult in the
assessment of damages or imposition of fines aigasnsuspension of production or a cessation obparations.
New regulations could also require us to acquistlge@quipment or to incur other significant expesisAny failure
by us to control the use of, or to adequately iddtne discharge of, hazardous substances cobjédws to
potentially significant monetary damages and fimesuspension of our business, as well as our ¢inhoondition
and results of operations.

The use of certain hazardous substances, suchdigrevarious products is also coming under irgiregy
stringent governmental regulation. Increased enwirental regulation in this area could adverselyaotphe
manufacture and sale of solar modules that cotgaihand could require us to make unanticipatedr@mwental
expenditures. For example, the European Union Be@002/96/EC on Waste Electrical and Electrdggeipment,
or the WEEE Directive, requires manufacturers ofaie electrical and electronic equipment to baricially
responsible for the collection, recycling, treatin@md disposal of specified products placed on the
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market in the European Union. In addition, Europeaion Directive 2002/95/EC on the Restriction loé Lise o
Hazardous Substances in electrical and electrapiipeent, or the RoHS Directive, restricts the ofseertain
hazardous substances, including lead, in spegifieducts. Other jurisdictions are considering ashgpsimilar
legislation. Currently, we are not required undter WEEE or RoHS Directives to collect, recycle mpdse any of
our products. However, the Directives allow forufiie amendments subjecting additional productsediinectives’
requirements. If, in the future, our solar modulesome subject to such requirements, we may béreelio apply
for an exemption. If we were unable to obtain aeregtion, we would be required to redesign our soladules in
order to continue to offer them for sale within eropean Union, which would be impractical. Fadlto comply
with the Directives could result in the impositiohfines and penalties, the inability to sell oatas modules in the
European Union, competitive disadvantages anddbest sales, all of which could have a materialesge effect on
our business, financial condition and results adrafions.

Our business benefits from certain PRC governmamténtives. Expiration of, or changes to, these intges
could have a material adverse effect on our resufoperations.

In accordance with the former PRC Income Tax LamEoterprises with Foreign Investment and Foreign
Enterprises, or the FIE Tax Law and the relatedémgnting rules, Jiangsu Linyang Solarfun Co., Ldd.Linyang
China, our wholly-owned operating subsidiary in@Zhiwas exempted from enterprise income tax in 20052006,
was taxed at a reduced rate of 12% in 2007, anddAzritaxed at the reduced rate of 12% in 20082889. From
2005 until the end of 2009, Linyang China woulddie exempted from the 3% local income tax. Funtioee,
Linyang China would be entitled to a two-year in@tax exemption for 2006 and 2007 and a reducethtaxof
12% for the following three years on income gereztdtom additional investment in the productionawty of
Linyang China resulting from our contribution tanyang China of the funds we received through teeaaces of our
series A convertible preference shares in Junedaigdist 2006.

On March 16, 2007, the PRC government promulgated &f the People’s Republic of China on Enterprise
Income Tax, or EIT Law, which became effective Jagul, 2008. Under EIT Law, domestically owned gmises
and foreign-invested enterprises, or FIE, are siilbpea uniform tax rate of 25%. While the EIT Lagualizes the tax
rates for FIE and domestically owned enterprisesfepential tax treatment (e.g. tax rate of 15%pyldaontinue to
be given to companies in certain encouraged seatatdo entities classified as high-technology canigs, whether
domestically owned enterprises or FIE. The EIT ledso provides a five-year transition period starfirom its
effective date for those enterprises which weral#isthed before the promulgation date of the EIW laaad which
were entitled to a preferential lower tax rateao holiday under the then effective tax laws owutations. The tax
rate of such enterprises will transition to thefammn tax rate within a five-year transition periadd the tax holiday,
which has been enjoyed by such enterprises bdiereftective date of the EIT Law, may continue ¢oelmjoyed until
the end of the holiday. Linyang China is prepatmdjle its application to be qualified as a higiehinology company
which is pending governmental approval.

Under the EIT Law, we may be classified as a “Resitl Enterprise”of the PRC. Such classification would like
result in negative tax consequences to us and caelsult in negative tax consequences to our non-PRC
enterprise shareholders and ADS holders.

Under the EIT Law, which took effect as of Januhr008, enterprises established under the lamsfPRC
jurisdictions but whos*“de facto management body” is located in the PR&Ccansidered “resident enterprises” for
PRC tax purposes and are subject to the EIT Lawo#ting to the Implementation Regulations for th€ Eaw of
the PRC issued by the State Council on Decemhb20@7, de facto management body is defined as ablettment
that exerts substantial and comprehensive manadgemedrcontrol over the business operations, statfounting,
assets and other aspects of the enterprise.

We are a Cayman Islands holding company and suizdtamll of our income are derived from dividends
receive from our operating subsidiaries locateth@éPRC. If we are treated as a “resident enterpfis PRC tax
purposes, we will be subject to PRC income taxwmvworldwide income at a uniform tax rate of 25%¢ @he
dividends distributed from our PRC subsidiariestio Hong Kong company and BVI company and ultimatelour
Cayman Islands company, could be exempt from Chidasgdend withholding tax.
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In addition, although the EIT Law provides thatidend income between qualifi¢ resident enterpris” is
exempted from the 10% withholding tax on dividepd&l to non-PRC enterprise shareholders, it isrgitl free of
doubt whether we will be considered to be a quaifiresident enterprise” under the EIT Law. If we aonsidered a
“non-resident enterprise,” dividends paid to ushy subsidiaries in the PRC (through our holdinghnpany
structure) may be subject to the 10% withholding ta

If we are deemed by the PRC tax authorities agsident enterprisefinder the existing implementation rules
the EIT Law and other applicable tax rules, itmglear whether the interests or dividends we pdly véspect to our
notes, ordinary shares or ADSs, would be treatédcasne derived from sources within the PRC anduigect to
PRC tax.

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

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

A substantial portion of our sales is denominated .iS. dollars and Euros, while a substantial partf our
costs and expenses is denominated in Renminbi.résudt, the revaluation of the Renminbi in Julp2has
increased, and further revaluations could furtheréase, our costs. In addition, as we rely egtwaldividends paid
to us by Linyang China, our operating subsidiaryhiem PRC, any significant revaluation of the Rerbhimay have a
material adverse effect on our financial conditiord results of operations. The value of, and awigleihds payable
on, our ADSs in foreign currency terms will alsodiéected. Conversely, if we decide to convertRenminbi into
U.S. dollars for the purpose of making paymentgifeidends on our ordinary shares or ADSs or ftieobusiness
purposes, an appreciation of the U.S. dollar ag#iresRenminbi would have a negative effect onUt. dollar
amount available to us.

Fluctuations in exchange rates, particularly amivegU.S. dollar, Renminbi and Euro, also affectgnass and
net profit margins and could result in fluctuationgoreign exchange and operating gains and lo$8esncurred net
foreign currency losses of RMB1.8 million, RMB4.3llilan and RMB25.6 million (US$3.5 million) in 2002006
and 2007, respectively. We cannot predict the imphfuture exchange rate fluctuations on our ficiahcondition
and results of operations, and we may incur netidorcurrency losses in the future.

Very limited hedging transactions are availabléhie PRC to reduce our exposure to exchange rateiétions.
To date, we have not entered into any hedging acims in an effort to reduce our exposure toifpreurrency
exchange risk. While we may enter into hedginggaations in the future, the availability and effeetess of these
transactions may be limited and we may not be tabéeiccessfully hedge our exposure at all. In axdibur foreign
currency exchange losses may be magnified by PRBaexje control regulations that restrict our aptlit convert
Renminbi into foreign currencies.

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

As of June 2, 2008, Mr. Yonghua Lu, chairman of board of directors, and Good Energies Il LP owned
15.95% and 36.39%, respectively, of our outstandlmaye capital. In December 2007, Mr. Yonghua hudferred
38,634,750 ordinary shares beneficially owned Iny ti Good Energies Il LP acting by its general partGood
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Energies General Partner Jersey Limited. Mr. Lu@ndd Energies Il LP have substantial influencer o
business, including decisions regarding mergenssaalations and the sale of all or substantidllpBour assets,
election of directors and other significant corgeractions. This concentration of ownership magalisage, delay or
prevent a change in control of our company, whizhld deprive our shareholders of an opportunitseteive a
premium for their shares as part of a sale of oungany and might reduce the price of our ADSs. &letions may
be taken even if they are opposed by our otheeblotders.

If we grant employee share options and other shéwased compensation in the future, our net incomaultbbe
adversely affected.

We adopted a share option plan for our employe&irember 2006, pursuant to which we may issueonptto
purchase up to 10,799,685 ordinary shares. As oéDéer 31, 2007, options to purchase 8,105,500 argishares
had been granted under this plan. In August 20@7adopted our 2007 equity incentive plan. The 289ity
incentive plan permits the grant of incentive stopkions, non-statutory stock options, restrictiedls, stock
appreciation rights, restricted stock units, parfance units, performance shares, and other ecastycbawards to
employees, directors and consultants of our companger the 2007 equity incentive plan, we mayeéssp to
10,799,685 ordinary shares plus an annual increfa®% of the outstanding ordinary shares on tre fiay of the
fiscal year, or such lesser amount of shares @&srdeted by the board of directors. As a resulhele option grants
and potential future grants under these plans,xpec to incur significant share compensation egpsrin future
periods. The amount of these expenses will be baiselde fair value of the share-based awards.v&ire is
determined based on an independent third partyatialu We have adopted Statement of Financial Actiog
Standard No. 123(R) (revised 2004) for the accogritieatment of our share incentive plan. As altese will have
to account for compensation costs for all shareopt including share options granted to our doecand
employees, using a fair-value based method andjnéo® expenses in our consolidated statement ofriedn
accordance with the relevant rules under U.S. GAMitch may have a material adverse effect on otprait.
Moreover, the additional expenses associated Wehesbased compensation may reduce the attracsivafiesuch
incentive plan to us. However, our share incenpiaa and other similar types of incentive plansiamgortant in
order to attract and retain key personnel. We caassure you that employee share options or otteeshased
compensation we may grant in the future, wouldhzate a material adverse effect on our profitability

Risks Related to Doing Business in China

Adverse changes in political and economic polic@#g¢he PRC government could have a material adveeffect
on the overall economic growth of China, which calteduce the demand for our products and materizdlyd
adversely affect our competitive position.

Substantially all of our operations are conducte@hina and some of our sales are made in Chinzoréingly,
our business, financial condition, results of ofieres and prospects are affected significantly tgnemic, political
and legal developments in China. The PRC econoffgrslifrom the economies of most developed coumnirienany
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 aber past 25 years, the growth has been uneven, both
geographically and among various sectors of the@oy. The PRC government has implemented variowssuares
to encourage economic growth and guide the allogaif resources. Some of these measures benetivérall PRC
economy, but may also have a negative effect oRarsexample, our financial condition and resuftsgerations
may be adversely affected by government controt ogpital investments or changes in tax regulattbasare
applicable to us.
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The PRC economy has been transitioning from a gldmtonomy to a more mar-oriented economy
Although the PRC government has in recent yearseim@nted measures emphasizing the utilization aketdorces
for economic reform, the reduction of state ownigrsifi productive assets and the establishment whd@orporate
governance in business enterprises, a substaoti@ip of the productive assets in China is stilihed by the PRC
government. The continued control of these assetother aspects of the national economy by the &R@&rnment
could materially and adversely affect our busingsg PRC government also exercises significantrobaver
economic growth in China through the allocatiomesfources, controlling payment of foreign curredeyrominated
obligations, setting monetary policy and providprgferential treatment to particular industriecempanies. Efforts
by the PRC government to slow the pace of growtth@fPRC economy could result in decreased capifanditure
by solar energy users, which in turn could redusmahd for our products.

Any adverse change in the economic conditions gegonent policies in China could have a materiakase
effect on the overall economic growth and the l®@fekenewable energy investments and expenditar€hina,
which in turn could lead to a reduction in demaoddur products and consequently have a matenadrad effect on
our business and prospects. In particular, the B®@rnment has, in recent years, promulgated cdeais and
regulations and initiated certain government-spogts@rograms to encourage the utilization of nesmfof energy,
including solar energy. We cannot assure you tiatrhplementation of these laws, regulations aneégoment
programs will be beneficial to us. In particulanyadverse change in the PRC government’s polioiards the PV
industry may have a material adverse effect oroperations as well as on our plans to expand osinbas into
downstream system integration services.

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

We conduct substantially all of our business thifoagr operating subsidiary in the PRC, Linyang @hen
Chinese wholly foreign-owned enterprise. Linyandgrn@hs generally subject to laws and regulationdiagble to
foreign investment in China and, in particular, $aapplicable to wholly foreign-owned enterpriselse PRC legal
system is based on written statutes, and priort@®aisions may be cited for reference but havééidnprecedential
value. Since 1979, PRC legislation and regulatitange significantly enhanced the protections affdridevarious
forms of foreign investments in China. Howevergsithese laws and regulations are relatively netlaa PRC
legal system continues to rapidly evolve, the itetations of many laws, regulations and rulesatealways
uniform and enforcement of these laws, regulatanms rules involve uncertainties, which may limgaé protections
available to us. In addition, any litigation in @aimay be protracted and result in substantiabasd diversion of
resources and management attention.

We rely principally on dividends and other distribans on equity paid by our operating subsidiaryftmd cash
and financing requirements, and limitations on thebility of our operating subsidiary to pay dividesar other
distributions to us could have a material adverdéet on our ability to conduct our business and oability to
make payments due under the notes.

We are a holding company and conduct substantdllyf our business through our operating subsydiar
Linyang China, which is a limited liability compamgtablished in China. We rely on dividends paid.imyang
China for our cash needs, including the funds resgggo pay dividends and other cash distributionsur
shareholders, to service any debt we may incut@ipey our operating expenses. The payment of eindd by
entities organized in China is subject to limitagoln particular, regulations in the PRC currepymit payment of
dividends only out of accumulated profits as deteed in accordance with PRC accounting standards an
regulations. Linyang China is also required toasidle at least 10% of its after-tax profit based&C accounting
standards each year to its general reserves batddccumulative amount of such reserves reaches050%o
registered capital. These reserves are not disatitelas cash dividends. In addition, Linyang Chign@quired to
allocate a portion of its after-tax profit to ita welfare and bonus fund at the discretion sthibard of directors.
Moreover, if Linyang China incurs debt on its owehhlf in the future, the instruments governingdebt may
restrict its ability to pay dividends or make otlagtributions to us.
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Restrictions on currency exchange may limit our &ty to receive and use our revenue effective

A portion of our revenue and a substantial portibour expenses are denominated in Renminbi. TherfReoi
is currently convertible under the “current accouwhich includes dividends, trade and servicetegldoreign
exchange transactions, but not under the “capitbant,” which includes foreign direct investmentdoans.
Currently, Linyang China may purchase foreign aocres for settlement of current account transastiorcluding
payments of dividends to us, without the appro¥ahe State Administration of Foreign ExchangeSaiE.
However, the relevant PRC government authoritieg ki@t or eliminate our ability to purchase foreigurrencies il
the future. Since a significant amount of our fettevenue will be denominated in Renminbi, anytexgsand future
restrictions on currency exchange may limit oulighio utilize revenue generated in Renminbi tadwur business
activities outside China that are denominated ieifm currencies.

Foreign exchange transactions by Linyang China utigecapital account continue to be subject taifigant
foreign exchange controls and require the approfvat need to register with PRC governmental alitiesy
including SAFE. In particular, if Linyang China lvows foreign currency loans from us or other fondignders, thes
loans must be registered with SAFE, and if we faehinyang China by means of additional capitaltdbations,
these capital contributions must be approved btacegovernment authorities, including the Natiobavelopment
and Reform Commission, or the NDRC, the MinistryCafmmerce or their respective local counterpatesé
limitations could affect the ability of Linyang Gta to obtain foreign exchange through debt or gdinaincing.

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

SAFE issued a public notice in October 2005, orSAEE notice, requiring PRC residents, includinghdegal
persons and natural persons, to register with déhgpetent local SAFE branch before establishingoatrolling any
company outside of China, referred to as an “offstspecial purpose company,” for the purpose ofigicagy any
assets of or equity interest in PRC companies aisthg fund from overseas. In addition, any PR@esd that is the
shareholder of an offshore special purpose comjgrgguired to amend its SAFE registration with lbeal SAFE
branch, with respect to that offshore special psepmompany in connection with any increase or @éseref capital,
transfer of shares, merger, division, equity inwesit or creation of any security interest over assets located in
China. If any PRC shareholder of any offshore sgdqmirpose company fails to make the required SAdgfistration
and amendment, the PRC subsidiaries of that ofésipecial purpose company may be prohibited fratriduting
their profits and the proceeds from any reductioodpital, share transfer or liquidation to theshffre special
purpose company. Moreover, failure to comply with SAFE registration and amendment requirementsides
above could result in liability under PRC laws éwasion of applicable foreign exchange restrictiahs current
beneficial owners who are PRC residents have exgidtwith the local SAFE branch as required unde!SAFE
notice. The failure of these beneficial ownersread their SAFE registrations in a timely mannaspant to the
SAFE notice or the failure of future beneficial avs of our company who are PRC residents to comujitythe
registration procedures set forth in the SAFE motiay subject such beneficial owners to fines agdllsanctions
and may also result in a restriction on our PRGHli@ry’s ability to distribute profits to us orl@rwise materially
and adversely affect our business. In additionNB&C promulgated a rule in October 2004, or theR@Rule,
which requires NDRC approvals for overseas investrpeojects made by PRC entities. The NDRC Rule als
provides that approval procedures for overseassinvent projects of PRC individuals shall be implated with
reference to this rule. However, there exist extensncertainties in terms of interpretation of MBRC Rule with
respect to its application to a PRC individual'®mseas investment, and in practice, we are noteaefaany
precedents that a PRC individual's overseas invesstinas been approved by the NDRC or challengedebi)lDRC
based on the absence of NDRC approval. Our cubemficial owners who are PRC individuals did nuylg for
NDRC approval for investment in us. We cannot predow and to what extent this will affect our mess
operations or future strategy. For example, thiariof our shareholders who are PRC individualsaimply with the
NDRC Rule may subject these persons or our PRAdiabsto certain liabilities under PRC laws, whicbuld
adversely affect our business.
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We face risks related to health epidemics and othatbreaks.

Adverse public health epidemics or pandemics cdiddipt business and the economics of the PRC tnedt o
countries where we do business. From December 2002ne 2003, China and other countries experieaned
outbreak of a highly contagious form of atypicaepmonia now known as severe acute respiratory eymglror
SARS. On July 5, 2003, the World Health Organizatieclared that the SARS outbreak had been coutaine
However, a number of isolated new cases of SAR® wabsequently reported, most recently in centh&ain
April 2004. During May and June of 2003, many basses in China were closed by the PRC governmemet@nt
transmission of SARS. Moreover, some Asian cousitiiecluding China, have recently encountered ewisl of the
H5N1 strain of bird flu, or avian flu. We are unalwb predict the effect, if any, that avian flu niewve on our
business. In particular, any future outbreak of SARvian flu or other similar adverse public depet@nts may,
among other things, significantly disrupt our besis, including limiting our ability to travel orighour products
within or outside China and forcing us to temporelgse our manufacturing facilities. Furthermone paitbreak may
severely restrict the level of economic activityafifected areas, which may in turn materially addessely affect our
financial condition and results of operations. Vé&dinot adopted any written preventive measuresmiingency
plans to combat any future outbreak of avian flNRS or any other epidemic.
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USE OF PROCEEDS

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

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

Year Ended December 31
2004 2005 2006 2007

— 117.37 1277 5.6:

Ratios of earnings to fixed charg
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CAPITALIZATION

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

We are a Cayman Islands exempted company withdimiability and our affairs are governed by our
memorandum and articles of association, as ameattdestated from time to time, and the Companéas (2007
Revision) of the Cayman Islands, which is refeteds the Companies Law below.

As of June 30, 2008, our authorized share capitasisted of 500,000,000 ordinary shares, with avphre of
US$0.0001 each. As of June 30, 2008, there wer@24 744 ordinary shares issued and outstanding.

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

Description of Ordinary Shares
General

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

Dividends

The holders of our ordinary shares are entitlesbich dividends as may be declared by our boarit@dtdrs
subject to the Companies Law. Under our amendedestdted memorandum and articles of associatibn, a
dividends unclaimed for one year after having b#eclared may be invested or otherwise made usg ofibboard
of directors for our exclusive benefit until claihend we will not be deemed a trustee in respestich dividend or
be required to account for any money earned therslbdividends unclaimed for six years after hayimeen declare
may be forfeited by our board of directors andelerwill revert to us.

Voting Rights

The holder of each ordinary share is entitled te wote for each ordinary share held by such haldeall matter
upon which the ordinary shares are entitled to.Wteing at any meeting of shareholders is by shbWwands unless
a poll is demanded. A poll may be demanded by ltaériman of such meeting or any other shareholder or
shareholders present in person or by proxy andrplat least 10% in par value of the shares giamight to attend
and vote at the meeting.

A quorum required for a meeting of shareholderssisis of at least one shareholder present or byyprg if a
corporation or other non-natural person, by its/duwlthorized representative holding not less thestbird of the
outstanding voting shares in our company. Sharehgldneetings may be convened by our board of @irson its
own initiative or upon a request to the directorshareholders holding in the aggregate 10% or rmboair voting
share capital. Advance notice of at least 20 (lotitmore than 60) days is required for the conveoingur annual
general shareholders’ meeting and any other geskaatholders’ meeting calling for the passing mdslution
requiring two-thirds of shareholder votes, and adeanotice of at least 14 (but not more than 6@¥dsarequired for
the convening of other general shareholder meetings

An ordinary resolution to be passed by the shadsslrequires the affirmative vote of a simple migjof the
votes attaching to the ordinary shares cast imamgé meeting, while a special resolution requihesaffirmative vott
of no less than two-thirds of the votes cast attagto the ordinary shares. A special resolutioth g required for
important matters such as a change of name or gakianges to our amended and restated memoranduartates
of association.

Transfer of Ordinary Shares

Subject to the restrictions of our amended ancgtedtmemorandum and articles of association, dg&aple,
any of our shareholders may transfer all or anlyir her ordinary shares by an instrument ofsfiemin the usual «
common form or any other form approved by our badrdirectors.
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Our board of directors may, in its absolute disoretdecline to register any transfer of any ordjrghare whict
is not fully paid up or on which we have a lien.r@oard of directors may also decline to register taansfer of any
ordinary share unless:

« the instrument of transfer is lodged with us, acpanied by the certificate for the ordinary shacewhich it
relates and such other evidence as our board eftdiis may reasonably require to show the riglhef
transferor to make the transf

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

 in the case of a transfer to joint holders, the benof joint holders to whom the ordinary shartoibe
transferred does not exceed fc

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

If our directors refuse to register a transfer thkall, within two months after the date on whilsl instrument ¢
transfer was lodged, send to each of the transérdithe transferee notice of such refusal.

The registration of transfers may be suspendedtantkegister closed at such times and for suclogsias our
board of directors may from time to time determim@vided, however, that the registration of transfshall not be
suspended nor the register closed for more thateys in any year.

Liquidation

On a return of capital on winding up or otherwigehér than on conversion, redemption or purchasgdhary
shares), assets available for distribution amordtiiders of ordinary shares shall be distributadrag the holders
the ordinary shares onpao ratabasis. If our assets available for distribution iasaifficient to repay all of the
paid-up capital, the assets will be distributedrsd the losses are borne by our shareholders propately.

Calls on Ordinary Shares and Forfeiture of Ordinarghares

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

Redemption of Ordinary Shares

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

Variations of Rights of Shares

If at any time, our share capital is divided intfietent classes of shares, all or any of the speights attached
to any class of shares may, subject to the pravésad the Companies Law, be varied either withdbresent in
writing of the holders of three-fourths of the isdushares of that class or by a special resolpiéssed at a general
meeting of the holders of the shares of that cliss.rights conferred upon the holders of the shafany class
issued with preferred or other rights shall noteas otherwise expressly provided by the termssfe of the shares
of that class, be deemed to be varied by the oreati issue of further shares rankipeyi passuwith such existing
class of shares. The rights of holders of ordirugres shall not be deemed to be varied by théi@near issue of
shares with preferred or other rights which maytiected by the directors as provided in the ati@f association
without any vote or consent of the holders of cadynshares.
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General Meetings of Shareholde

The directors may, and shall on the requisitiosledreholders holding at least 10% in par valuéefcapital of
our company carrying voting rights at general nregsj proceed to convene a general meeting of swarelsolders. |
the directors do not within 21 days from the depofthe requisition duly proceed to convene a ganaeeting,
which will be held within a further period of 21yda the requisitioning shareholders, or any of theiding more
than 50% of the total voting rights of all of tregjuisitioning shareholders, may themselves conaayeneral
meeting. Any such general meeting must be conveiithih three months after the expiration of suchd2dy period.

Inspection of Books and Records

Holders of our ordinary shares will have no gendggddt under Cayman Islands law to inspect or obtaipies o
our list of shareholders or our corporate recotisvever, we will provide our shareholders with aalnaudited
financial statements. See “Where You Can Find Adiél Information About Us.”

Changes in Capital

We may from time to time by ordinary resolution:

* increase the share capital by such sum, to beethiitto shares of such classes and amounts, assthl@tion
shall prescribe

» consolidate and divide all or any of our share tehjmto shares of a larger amount than our exgssinares

< convert all or any of our paid up shares into stawc#l reconvert that stock into paid up shares pi
denomination

¢ suk-divide our existing shares, or any of them intorgehaf a smaller amount provided that in the subiix
the proportion between the amount paid and the amdwany, unpaid on each reduced share shath®sam:
as it was in case of the share from which the redshare is derived;

e cancel any shares which, at the date of the passitige resolution, have not been taken or agreds: ttaken
by any person and diminish the amount of our sbapéal by the amount of the shares so cance

We may by special resolution reduce our share a&lagitd any capital redemption reserve in any manner
authorized by law.
Exempted Company

We are an exempted company with limited liabilityder the Companies Law. The Companies Law distiimg:
between ordinary resident companies and exemptegaoies. Any company that is registered in the Gayisland:
but conducts business mainly outside of the Cayislands may apply to be registered as an exempiegany. The
requirements for an exempted company are essgrttigllsame as for an ordinary company except egemption
and privileges listed below:

* an exempted company does not have to file an amatuah of its shareholders with the Registra
Companies

e an exempted compa’s register of members is not open to inspec
» an exempted company does not have to hold an agenatal meeting
¢ an exempted company may issue no par value, nétpba bearer share

* an exempted company may obtain an undertaking sighie imposition of any future taxation (st
undertakings are usually given for 20 years infitts¢ instance)

* an exempted company may register by way of contiom@n another jurisdiction and be deregisterethis
Cayman Islands
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e an exempted company may register as a limited idurabmpany; an
* an exempted company may register as a segregattdlipacompany.

“Limited liability” means that the liability of edicshareholder is limited to the amount unpaid leyshareholder
on the shares of the company. We are subject tating and other informational requirements of Eheehange Act,
as applicable to foreign private issuers. We intiencomply with the Nasdaq Rules in lieu of follagihome country
practice. The Nasdaq Rules require that every comnfisted on the Nasdaq hold an annual generalingeet
shareholders. In addition, our amended and restatetdes of association allow directors or shaléérs to call
special shareholder meetings pursuant to the puoesdet forth in the articles.

Differences in Corporate Law

The Companies Law is modeled after that of Endgashbut does not follow many recent English lawgtary
enactments. In addition, the Companies Law diffiers laws applicable to United States corporatiand their
shareholders. Set forth below is a summary of itp@ifecant differences between the provisions & @ompanies
Law applicable to us and the laws applicable togames incorporated in the State of Delaware aeil th
shareholders.

Mergers and Similar Arrangements

Cayman Islands law does not provide for mergethatsexpression is understood under the Delawareake
Corporation law. However, there are statutory psiovis that facilitate the reconstruction and anralgtion of
companies, provided that the arrangement is apdrbyea majority in number of each class of sharérs and
creditors with whom the arrangement is to be madd,who must in addition represent three-fourthgloe of each
such class of shareholders or creditors, as treeroay be, that are present and voting either isqueor by proxy at a
meeting, or meetings, convened for that purpose.cbimvening of the meetings and subsequently taagement
must be sanctioned by the Grand Court of the Cayislands. While a dissenting shareholder has tite tb express
to the court the view that the transaction oughttade approved, the court can be expected toapghe
arrangement if it determines that:

« the statutory provisions as to the due majorityevtve been me
* the shareholders have been fairly representecan#eting in questiol
e the arrangement is such that a businessman woagdmebly approve; ar

« the arrangement is not one that would more prog®lganctioned under some other provision o
Companies Law

When a take over offer is made and accepted byeholof 90% of the shares within four months, tHerof
may, within a twomonth period, require the holders of the remaimihgres to transfer such shares on the terms
offer. An objection can be made to the Grand Cofithe Cayman Islands but this is unlikely to s@zteanless there
is evidence of fraud, bad faith or collusion.

If the arrangement and reconstruction is thus amarothe dissenting shareholder would have nosight
comparable to appraisal rights, which would otheengrdinarily be available to dissenting sharehsldé Delaware
corporations, providing rights to receive paymentash for the judicially determined value of thares.

Shareholders’ Suits

We are not aware of any reported class action Wvatése action having been brought in a Caymaarids
court. In principle, we will normally be the propgaintiff and as a general rule a derivative attioay not be
brought by a minority shareholder. However, baseé&nglish authorities, which would in all likelihdde of
persuasive authority in the Cayman Islands, thexrerceptions to the foregoing principle, includimigen:

e acompany acts or proposes to act illegallultra vires;
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 the act complained of, although rultra vires,could only be effected duly if authorized by mdnart a simpl¢
majority vote that has not been obtained,;

» those who control the company are perpetrati“fraud on the minority”

Indemnification of Directors and Executive Officerand Limitation of Liability

Cayman Islands law does not limit the extent tocltda company’s articles of association may profade
indemnification of officers and directors, excepthe extent any such provision may be held byChgman Islands
courts to be contrary to public policy, such aprtavide indemnification against civil fraud or tbensequences of
committing a crime. Our amended and restated mamara and articles of association permit indemniiacaof
officers and directors for losses, damages, costeapenses incurred in their capacities as sulgssisuch losses or
damages arise from dishonesty, fraud or defawdtioh directors or officers. This standard of condsigenerally the
same as permitted under the Delaware General CaiporLaw for a Delaware corporation. In additiarg intend to
enter into indemnification agreements with our clioes and senior executive officers that will pa®/isuch persons
with additional indemnification beyond that providie our amended and restated memorandum andeartél
association.

Insofar as indemnification for liabilities arisinmder the Securities Act may be permitted to oteadors,
officers or persons controlling us under the foieg@rovisions, we have been informed that, indpmion of the
SEC, such indemnification is against public polisyexpressed in the Securities Act and is therefioesforceable ¢
a matter of United States law.

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

Some provisions of our amended and restated mehanaand articles of association may discourageydal
prevent a change in control of our company or mamant that shareholders may consider favorablejdimg
provisions that authorize our board of directorsssue preference shares in one or more serietatebsignate the
price, rights, preferences, privileges and restmst of such preference shares without any funtbe or action by
our shareholders.

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

Directors’ Fiduciary Duties

Under Delaware corporate law, a director of a Delecorporation has a fiduciary duty to the corfioraand
its shareholders. This duty has two componentsdtitg of care and the duty of loyalty. The dutycafe requires that
a director act in good faith, with the care thabaginarily prudent person would exercise undeiilsintircumstance
Under this duty, a director must inform himself afid disclose to shareholders, all material infaionareasonably
available regarding a significant transaction. @hgy of loyalty requires that a director act in ai€mer he or she
reasonably believes to be in the best interestiseo€orporation. He or she must not use his ocbgrorate position
for personal gain or advantage. This duty prohibé$-dealing by a director and mandates that &st imterest of the
corporation and its shareholders take precedeneeany interest possessed by a director, officeoatrolling
shareholder and not shared by the shareholdersajlgnén general, actions of a director are presdrto have been
made on an informed basis, in good faith and irhtheest belief that the action taken was in thé inésrests of the
corporation. However, this presumption may be reloliby evidence of a breach of one of the fiductaries. Shoul
such evidence be presented concerning a transdstiardirector, a director must prove the proceldiaieness of the
transaction, and that the transaction was of faue to the corporation.

As a matter of Cayman Islands law, a director @agman Islands company is in the position of adidty with
respect to the company and therefore it is consdlthrat he owes the following duties to the compang duty to ac
bona fidein the best interests of the company, a duty nota@e a profit based on his or her position asctire
(unless the company permits him to do so) and amloitto put himself in a position where the inttseof
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the company conflict with his or her personal iaror his or her duty to a third party. A direavdra Caymar
Islands company owes to the company a duty to #htskill and care. It was previously consideredtta director
need not exhibit in the performance of his or hares$ a greater degree of skill than may reasonadlgxpected fror
a person of his or her knowledge and experienceeder, English and Commonwealth courts have moveditds
an objective standard with regard to the requitéiland care and these authorities are likely éddllowed in the
Cayman Islands.

Shareholder Action by Written Consent

Under the Delaware General Corporation Law, a aafjmn may eliminate the right of shareholdersabley
written consent by amendment to its certificaténobrporation. Cayman Islands law and our amendedestated
articles of association provide that shareholdeag approve corporate matters by way of a unanimaitten
resolution signed by or on behalf of each sharedrolho would have been entitled to vote on suchienat a gener
meeting without a meeting being held.

Shareholder Proposals

Under the Delaware General Corporation Law, a stedder has the right to put any proposal beforeatireual
meeting of shareholders, provided it complies \ilih notice provisions in the governing documentspéAcial
meeting may be called by the board of directoranyrother person authorized to do so in the gorgrdocuments,
but shareholders may be precluded from callingiapateetings.

Cayman Islands law and our amended and restaietbamf association allow our shareholders holdingless
than 10% of the paid-up voting share capital ofdbmpany to requisition a shareholders’ meetingad&xempted
Cayman Islands company, we are not obliged by tavatl shareholders’ annual general meetings. Hewewur
amended and restated articles of association eegsito call such meetings if required by the CamgslLaw, other
applicable law, rules or regulations or the Nasdates.

Cumulative Voting

Under the Delaware General Corporation Law, cunugdatoting for elections of directors is not permit unles
the corporation’s certificate of incorporation sifieally provides for it. Cumulative voting poteatly facilitates the
representation of minority shareholders on a bo&uirectors since it permits the minority shareleslto cast all the
votes to which the shareholder is entitled on glsidirector, which increases the shareholder'sygghower with
respect to electing such director. As permittedenriZayman Islands law, our amended and restatietearpf
association do not provide for cumulative voting. @result, our shareholders are not afforded esg/protections or
rights on this issue than shareholders of a Delawarporation.

Removal of Directors

Under the Delaware General Corporation Law, a threaf a corporation with a classified board may be
removed only for cause with the approval of a mjaf the outstanding shares entitled to votegaslthe certificate
of incorporation provides otherwise. Under our adezhand restated articles of association, direct@g be
removed by ordinary resolution or the unanimoustemi consent of all the shareholders.

Transactions with Interested Shareholders

The Delaware General Corporation Law contains énless combination statute applicable to Delaware
corporations whereby, unless the corporation hasipally elected not to be governed by such $eelty
amendment to its certificate of incorporationsiprohibited from engaging in certain business doatns with an
“interested shareholder” for three years followihg date that such person becomes an interesteshslder. An
interested shareholder generally is a person oo@pgvho or which owns or owned 15% or more oftdrget’s
outstanding voting stock within the past three ge@his has the effect of limiting the ability opatential acquirer to
make a two-tiered bid for the target in which &laeeholders would not be treated equally. The &ataes not apply
if, among other things, prior to the date on wtsdlch shareholder becomes an interested sharehtblddrpard of
directors approves either the business combinatidhe transaction which resulted in the person
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becoming an interested shareholder. This encouiagepotential acquirer of a Delaware corporatmnegotiate th:
terms of any acquisition transaction with the tésgleoard of directors.

Cayman Islands law has no comparable statute.rsudt, we cannot avail ourselves of the typesrofgetions
afforded by the Delaware business combination t@aliowever, although Cayman Islands law doesetpilate
transactions between a company and its signifishateholders, it does provide that such transectioust be entert
into bona fidein the best interests of the company and not wighefffect of constituting a fraud on the minority
shareholders.

Dissolution; Winding Up

Under the Delaware General Corporation Law, unles$oard of directors approves the proposal teotiie,
dissolution must be approved by shareholders hgliid0% of the total voting power of the corporati@mly if the
dissolution is initiated by the board of directaray it be approved by a simple majority of the cogbion’s
outstanding shares. Delaware law allows a Delawarngoration to include in its certificate of incorgtion a
supermajority voting requirement in connection wdtbesolutions initiated by the board. Under the @amies Law of
the Cayman Islands and our amended and restatelésudf association, our company may be dissoliigdidated o
wound up by the vote of holders of two-thirds of ehares voting at a meeting or the unanimousemwritesolution of
all shareholders.

Variation of Rights of Shares

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

Amendment of Governing Documents

Under the Delaware General Corporation Law, a aafmn’s governing documents may be amended wih th
approval of a majority of the outstanding shardgled to vote, unless the certificate of incorgara provides
otherwise. As permitted by Cayman Islands law,amaended and restated memorandum and articlesaifiassn
may only be amended by special resolution or tteiimous written resolution of all shareholders.

Rights of Non-Resident or Foreign Shareholders

There are no limitations imposed by our amendedrasiited memorandum and articles of associatidhen
rights of non-resident or foreign shareholdersdh for exercise voting rights on our shares. Initéaid there are no
provisions in our amended and restated memoranduharicles of association governing the ownershipshold
above which shareholder ownership must be disclosed

Directors’ Power to Issue Shares

Subject to applicable law, our board of directareinpowered to issue or allot shares or grant nptond
warrants with or without preferred, deferred, dfiedi or other special rights or restrictions. Hoee\f any issue of
shares (including any issue of ordinary sharesgrshares with preferred, deferred, qualified dieotspecial rights
or restrictions) is proposed and such shares pegptusbe issued are at least 20% by par valueegbdin value of all
then issued shares, then the prior approval byhardiresolution of the holders of the ordinary slsawoting together
as one class, will be required. These provisionsgdcbave the effect of discouraging third partiesrf seeking to
obtain control of our company in a tender offesionilar transaction.

Ordinary Shares

In June 2006, as part of our corporate restruajurire issued a total of 100,350,000 ordinary shdresse
ordinary shares were issued to Yonghua Solar Pbwestment Holding Ltd., WHF Investment Co., Ltd.,

32




Table of Contents

YongGuan Solar Power Investment Holding Ltd., Y@n§blar Power Investment Holding Ltd., Yonglianda®
Power Investment Holding Ltd., Yonggiang Solar Poim@estment Holding Ltd., YongXing Solar Power &stmen
Holding Ltd. and Forever-brightness Investmentsitgoh

In June and August 2006, we issued in a privategpieent an aggregate of 79,644,754 series A cobleerti
preference shares to Citigroup Venture Capitalrfr@t@onal Growth Partnership, L.P., Citigroup VeetCapital
International Co-Investment, L.P., Hony CapitalIP., LC Fund Ill L.P., Good Energies Investmedrey)
Limited and two individual investors at an averagechase price of approximately US$0.67 per sharadgregate
proceeds, before deduction of transaction expen$&sS$53 million. All of these 79,644,754 seriesdnvertible
preference shares were converted to ordinary sléi@s company upon the completion of our inipablic offering

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

On January 29, 2008, we closed an offering of UgL.rillion 3.50% convertible senior notes due 2@18
qualified institutional buyers pursuant to Rule Ad4nder the Securities Act and received net proseéd
US$167.9 million. Holders may convert the notes iotir ADSs. Concurrently with this note offerings wlosed an
offering of 9,019,611 ADSSs, representing 45,098,0&5nary shares, to facilitate the note offeriiée did not
receive any proceeds, other than the par valueeoADSs, from such offering of ADSs.

Registration Rights

Pursuant to the registration rights agreement dited 27, 2006, we granted to the holders of adinary share
which were converted from our series A convertjirieference shares certain registration rights, vprémarily
include:

« Demand Registration: Upon request of any of the r-individual holders of our ordinary shares which &
converted from our series A convertible preferesitares, we shall effect registration with respechée
registrable securities held by such holders o father than Form F-3 (or any comparable formefor
registration for an offering in a jurisdiction otttban the United States), provided we shall oslyobligated t
effect three such registratior

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

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

Post-Initial Public Offering Lock-Up

Pursuant to the registration rights agreement, ehtie shareholders other than the holders oéseki
convertible preference shares has agreed, foriadpef 12 months after completion of our initiallpie offering, not
to sell, exchange, assign, pledge, charge, graetuarity interest, make a hypothecation, gift dileotencumbrance, or
enter into any contract or any voting trust or othgreement or arrangement with respect to thefgaof voting
rights or any other legal or beneficial interesaity ordinary shares, create any other claim orenaaly other transfer
or disposition, whether voluntary or involuntarjfeating the right, title, interest or possessionto or of such
ordinary shares, unless otherwise approved bydhendividual holders of series A convertible prefece shares in
writing. This lock-up period expired on December 2007. In addition, pursuant to the lock-up agreetdated
June 20, 2006, Mr. Yonghua Lu, our chairman andfaecutive officer, and Mr. Hanfei Wang, our ¢liperating
officer, have agreed with us not to sell, transfedispose of any ADSs,
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ordinary shares or similar securities fclock-up period of three years after completion of this imitral public
offering. Any amendment to the lock-up agreemequires unanimous written consent of all the indindts who
were parties to the lock-up agreement. In 2007|dble-up periods of Mr. Yonghua Lu and Mr. Hanfea¥\§ were
reduced to one year and two years, respectivebiertie first amendment to the lock-up agreemesita Aesult,
Mr. Lu is no longer subject to any lock-up restdos pursuant to the agreement dated June 20, Pligever,
pursuant to the second shareholders agreemeneéritéo in connection with the share purchase bgd¥nergies
on December 4, 2007, Yonghua Solar Power Investielting Ltd. may not, subject to certain limitexteptions,
transfer any of our shares beneficially owned Iuiting the one-year period immediately followitg tdate of such
agreement, or transfer more than 50% of the numbeur shares it held on December 27, 2007 dutiegsecond
one-year period following the date of such agredm@n December 4, 2007, all the individuals whoevearties to
the lock-up agreement further agreed that the lgeiegreement should not apply to any share transdiele by a
shareholder to Good Energies Investments (Jerseyjdd or its affiliates.
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DESCRIPTION OF AMERICAN DEPOSITARY SHARES

American Depositary Shares

The Bank of New York, as depositary, will regiséed deliver ADSs. Each ADS represents five ordirsdugres
(or a right to receive five ordinary shares) defgasivith the Hong Kong office of the Hongkong artthBghai
Banking Corp., as custodian for the depositary hE8IDS also represents any other securities, castther property
which may be held by the depositary. The deposgamgrporate trust office at which the ADSs are adstered is
located at 101 Barclay Street, New York, New Yod286. The Bank of New York’s principal executivéicd is
located at One Wall Street, New York, New York 1628

You may hold ADSs either (A) directly (i) by haviag American depositary receipt, which is a cexdite
evidencing a specific number of ADSs, registeregaar name, or (i) by holding ADSs in the Direatdistration
System, or (B) indirectly through your broker onet financial institution. If you hold ADSs diregtlyou are an AD
holder. This description assumes you hold your ABi8sctly. If you hold the ADSs indirectly, you ntugly on the
procedures of your broker or other financial ingt@in to assert the rights of ADR holders descrilvetthis section.
You should consult with your broker or financiasiitution to find out what those procedures are.

The Direct Registration System is a system adn@rest by DTC pursuant to which the depositary mayster
the ownership of uncertificated American depositrgres, which ownership shall be evidenced bygdieri
statements issued by the depositary to the ADSehslentitled thereto.

As an ADS holder, we will not treat you as one of shareholders and you will not have shareholidgéits.
Cayman lIslands law governs shareholder rights.dEpesitary will be the holder of the shares undeglyour ADSs
As a holder of ADSs, you will have ADS holder righ® deposit agreement among us, the depositary@amdas an
ADS holder, and the beneficial owners of ADSs s&#tADS holder rights as well as the rights andgstions of the
depositary. New York law governs the deposit agesgrand the ADSs.

The following is a summary of the material provisoof the deposit agreement. For more completerirdton,
you should read the entire deposit agreement antbtin of American depositary receipt. Directiomstmw to
obtain copies of those documents are provided utMilbere You Can Find Additional Information.”

Dividends and Other Distributions
How Will You Receive Dividends and Other Distriboitis on the Shares?

The depositary has agreed to pay to you the casthedids or other distributions it or the custodieceives on
shares or other deposited securities, after detyis fees and expenses. You will receive thestildutions in
proportion to the number of shares your ADSs repres

« Cash. The depositary will convert any cash dividendfirer cash distribution we pay on the shares
U.S. dollars, if it can do so on a reasonable basiscan transfer the U.S. dollars to the UnitedeSt If that is
not possible or if any government approval is ndeated cannot be obtained, the deposit agreememisathe
depositary to distribute the foreign currency aolyhose ADR holders to whom it is possible to dolswill
hold the foreign currency it cannot convert for #eeount of the ADS holders who have not been peill
not invest the foreign currency and it will notlble for any interes

Before making a distribution, any withholding taxesother governmental charges that must be paiidev
deducted. See “Taxation.” The depositary will disite only whole U.S. dollars and cents and willnd
fractional cents to the nearest whole c#rgxchange rates fluctuate during a time whendépositary cannot
convert the foreign currency, you may lose somalasf the value of the distribution.

e Shares. The depositary may distribute additional ADSsespnting any shares we distribute as a dividet
free distribution. The depositary will only distute whole ADSs. It will sell shares which would uég it to
deliver a fractional ADS and distribute the netqaeds in the same way as it does with cash. ifi¢pesitary
does not distribute additional ADSs, the outstagdiDSs will also represent the new sha
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* Rights to Purchase Additional Share If we offer holders of our securities any rigtdssubscribe fo
additional shares or any other rights, the depgsiteay make these rights available to you. If tepakitary
decides it is not legal and practical to make thbts available but that it is practical to sek tlights, the
depositary will use reasonable efforts to sellrights and distribute the proceeds in the sameagaydoes
with cash. The depositary will allow rights thae avot distributed or sold to lapda.that case, you will recer
no value for therr

If the depositary makes rights available to yowilt exercise the rights and purchase the shamegoaor
behalf. The depositary will then deposit the shares deliver ADSs to you. It will only exercise g if you
pay it the exercise price and any other chargesighés require you to pay.

U.S. securities laws may restrict transfers anadelfation of the ADSs represented by shares puethapon
exercise of rights. For example, you may not be &bkrade these ADSs freely in the United Stdtethis
case, the depositary may deliver restricted depgsgthares that have the same terms as the ADRslBsin
this section except for changes needed to puteéhessary restrictions in place.

» Other Distributions. The depositary will send to you anything elsediggribute on deposited securities by
any means it thinks is legal, fair and practiciit tannot make the distribution in that way, tlepositary has
a choice. It may decide to sell what we distributded distribute the net proceeds, in the same wétydmes
with cash. Or, it may decide to hold what we disited, in which case ADSs will also represent thely
distributed property. However, the depositary isnequired to distribute any securities (other tA®¥Ss) to
you unless it receives satisfactory evidence frarnthat it is legal to make that distributic

The depositary is not responsible if it decides ihia unlawful or impractical to make a distribar available to
any ADS holders. We have no obligation to regig®efSs, shares, rights or other securities undeBStwurities Act.
We also have no obligation to take any other adtiopermit the distribution of ADSs, shares, rigbtsanything else
to ADS holdersThis means thatou may not receive the distributions we make on oarehor any value for them if
it is illegal or impractical for us to make themaahable to you.

Deposit, Withdrawal and Cancellation
How Are ADSs Issued?

The depositary will deliver ADSs if you or your ter deposits shares or evidence of rights to receares
with the custodian. Upon payment of its fees ankases and of any taxes or charges, such as saas®pdr stock
transfer taxes or fees, the depositary will regidte appropriate number of ADSs in the names pouest and will
deliver the ADSs to or upon the order of the persiopersons entitled thereto.

How Do ADS Holders Cancel an American Depositarya3a?

You may turn in your ADSs at the depositary’s cogpe trust office. Upon payment of its fees andesges and
of any taxes or charges, such as stamp taxesak stmsfer taxes or fees, the depositary willalithe shares and
any other deposited securities underlying the Ai@Sgu or a person you designate at the officdnefdustodian. Or,
at your request, risk and expense, the depositdirgdeliver the deposited securities at its corperaust office, if
feasible.

How Do ADS Holders Interchange Between CertificatéDSs and Uncertificated ADSs?

You may surrender your ADR to the depositary far plurpose of exchanging your ADR for uncertificated
ADSs. The depositary will cancel that ADR and w#ind you a statement confirming that you are theeowf
uncertificated ADSs. Alternatively, upon receiptthy depositary of a proper instruction from a kolof
uncertificated ADSs requesting the exchange of wificated ADSs for certificated ADSs, the deposijtavill execute
and deliver to you an ADR evidencing those ADSs.
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Voting Rights
How Do You Vote?

You may instruct the depositary to vote the depads#tecurities, but only if we ask the depositargigh for your
instructions Otherwise, you wohbe able to exercise your right to vote unlesswiahdraw the shares. However, y
may not know about the meeting enough in advaneatharaw the shares.

If we ask for your instructions, the depositarylwibtify you of the upcoming vote and arrange ttwee our
voting materials to you. The materials will (1) deke the matters to be voted on and (2) explaim h)ou may
instruct the depositary to vote the shares or adkeosited securities underlying your ADSs as yicectl For
instructions to be valid, the depositary must ree¢hem on or before the date specified. The dégoyswill try, as fai
as practical, subject to the laws of the Caymaantds and of the Memorandum and Articles of Assmriato vote or
to have its agents vote the shares or other dejosécurities as you instruct. The depositary avily vote or attempt
to vote as you instruct.

We cannot assure you that you will receive thengpthaterials in time to ensure that you can institue
depositary to vote your shares. In addition, theodéary and its agents are not responsible ftingato carry out
voting instructions or for the manner of carrying goting instructionsThis means that you may not be able to
exercise your right to vote and there may be natlyiou can do if your shares are not voted as youested.

In order to give you a reasonable opportunity &irinct the depositary as to the exercise of vatigigts relating
to deposited securities, if we request the depgsitaact, we will try to give the depositary natiof any such
meeting and details concerning the matters to bedvapon sufficiently in advance of the meetingedat

Fees and Expenses

Persons Depositing or Withdrawing Shares Must Pa’ For:

» US$5.00 (or less) per 100 ADSs (or portion of 1@0S8)  « Issuance of ADSs, including issuances resu
from a distribution of shares or rights or other

property

» Cancellation of ADSs for the purpose of
withdrawal, including if the deposit agreement

terminates
» US$0.02 (or less) per AD * Any cash distribution to yo
» A fee equivalent to the fee that would be payab « Distribution of securities distributed to holdeifs
securities distributed to you had been sharestandhiiares  deposited securities which are distributed by the
had been deposited for issuance of Al depositary to ADS holde!
» US$0.02 (or less) per ADS per calendar y » Depositary service
» Registration or transfer fees » Transfer and registration of shares on our

shareregister to or from the name of the deposie
its agent when you deposit or withdraw shz

» Expenses of the depositary » Cable, telex and facsimile transmissions (when
expressly provided in the deposit agreement)

» Converting foreign currency to U.S. doll
» Taxes and other governmental charges the depositahg ¢ As necessar
custodian have to pay on any ADS or share undeylgim
ADS, for example, stock transfer taxes, stamp duty
withholding taxes
» Any charges incurred by the depositary or gsrds for » As necessary
servicing thedeposited securitie
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The Bank of New York, as depositary, has agreeditoburse us for expenses we incur that are retat
establishment and maintenance of the ADR prograchyding investor relations expenses and Nasdalicagipn
and listing fees. There are limits on the amouregxgfenses for which the depositary will reimburseghut the amoul
of reimbursement available to us is not relatethéoamount of fees the depositary collects fronegtors.

The depositary collects its fees for issuance amtellation of ADSs directly from investors depiogjtshares ¢
surrendering ADSs for the purpose of withdrawafrom intermediaries acting for them. The depositoifects fees
for making distributions to investors by deductthgse fees from the amounts distributed or byrsgli portion of
distributable property to pay the fees. The depogiay collect its annual fee for depositary ssgiby deduction
from cash distributions or by directly billing insters or by charging the book-entry system accooinpgrticipants
acting for them. The depositary may generally refiosprovide fee-attracting services until its femsthose services
are paid.

Payment of Taxes

You will be responsible for any taxes or other gowneental charges payable on your ADSs or on thesitgal
securities represented by any of your ADSs. Thesiéary may refuse to register any transfer of yoDISs or allow
you to withdraw the deposited securities represebyeyour ADSs until such taxes or other chargespaid. It may
apply payments owed to you or sell deposited seesiiepresented by your American depositary sharpay any
taxes owed and you will remain liable for any dieficy. If the depositary sells deposited securittesill, if
appropriate, reduce the number of ADSs to reflegtsale and pay to you any proceeds, or send taiypproperty,
remaining after it has paid the taxes.

Reclassifications, Recapitalizations and Mergers

If we: Then:

» Change the nominal or par value of our sh. » The cash, shares or other securities receivede
depositary will become deposited securities. EaDISA
* Reclassify, split up or consolidate any of tieposited  will automatically represent its equal share of itlegv

securities deposited securities

« Distribute securities on the shares that ate no » The depositary may, and will if we ask it to, distite

distributed to you some or all of the cash, shares or other secuiities
received. It may also deliver new ADSs or ask you t

e Recapitalize, reorganize, merge, liquidatd,adebr surrender your outstanding ADSs in exchange for new

substantially all of our assets, or take any sinalgion ADSs identifying the new deposited securities.

Amendment and Termination
How May the Deposit Agreement Be Amended?

We may agree with the depositary to amend the diepgeement and the ADSs without your consenafor
reason. If an amendment adds or increases fedmoyas, except for taxes and other governmentagjebar
expenses of the depositary for registration fesssifile costs, delivery charges or similar iteargprejudices a
substantial right of ADS holders, it will not beceraffective for outstanding ADSs until 30 days maftes depositary
notifies ADS holders of the amendmeAt.the time an amendment becomes effective, yocoasedered, by
continuing to hold your ADS, to agree to the ameegninand to be bound by the ADRs and the deposieagent as
amended.

How May the Deposit Agreement Be Terminated?

The depositary will terminate the deposit agreenag¢iour direction by mailing a notice of terminaititm the
ADS holders then outstanding at least 60 days poithhe date fixed in such notice for such termoratThe
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depositary may also terminate the deposit agreementailing a notice of termination to us and tHe\holders
then outstanding if at any time 30 days shall hexred after the depositary shall have delivecedur company a
written notice of its election to resign and a ®ssor depositary shall not have been appointeéecepted its
appointment.

After termination, the depositary and its agenti$ da the following under the deposit agreementrmthing
else: collect distributions on the deposited séiesiisell rights and other property, and deliearss and other
deposited securities upon cancellation of ADSsreonths after termination, the depositary may @@yl remaining
deposited securities by public or private saleeAthat, the depositary will hold the money it iged on the sale, as
well as any other cash it is holding under the démmreement for thero rata benefit of the ADS holders that have
not surrendered their ADSs. It will not invest theney and has no liability for interest. The defaogis only
obligations will be to account for the money andestcash. After termination our only obligationdlwe to
indemnify the depositary and to pay fees and exggentthe depositary that we agreed to pay.

Limitations on Obligations and Liability

Limits on Our Obligations and the Obligations of éhDepositary; Limits on Liability to Holders of ADS

The deposit agreement expressly limits our obligetiand the obligations of the depositary. It &sds our
liability and the liability of the depositary. Waéthe depositary:

« are only obligated to take the actions specificadly forth in the deposit agreement without neglogeor bad
faith;

« are not liable if either of us is prevented or gethby law or circumstances beyond our control f
performing our obligations under the deposit agre®n

 are not liable if either of us exercises discrefienmitted under the deposit agreem

« have no obligation to become involved in a lawsuibther proceeding related to the ADSs or the di¢
agreement on your behalf or on behalf of any oplaety;

¢ may rely upon any documents we believe in gooth faitoe genuine and to have been signed or presby
the proper party

In the deposit agreement, we and the depositageagrindemnify each other under certain circuntsan

Requirements for Depositary Actions

Before the depositary will deliver or register ansfer of an ADS, make a distribution on an ADSpemmit
withdrawal of shares, the depositary may require:

» payment of stock transfer or other taxes or otlostegnmental charges and transfer or registratiens &harge:
by third parties for the transfer of any sharestber deposited securitie

« satisfactory proof of the identity and genuinenafsany signature or other information it deems saey; anc

< compliance with regulations it may establish, friime to time, consistent with the deposit agreen
including presentation of transfer docume

The depositary may refuse to deliver ADSs or registnsfers of ADSs generally when the transfekbmf the
depositary or our transfer books are closed ongtiae if the depositary or we think it advisabbdedo so.
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Your Right to Receive the Shares Underlying Your AIRs
You have the right to cancel your ADSs and withdteesunderlying shares at any time except:

* When temporary delays arise because: (i) the digpgsias closed its transfer books or we have dlose
transfer books; (ii) the transfer of shares is kdatto permit voting at a shareholders’ meetindjigrwe are
paying a dividend on our shar:

* When you or other ADS holders seeking to withdraaares owe money to pay fees, taxes and similagek:

¢ When it is necessary to prohibit withdrawals inesrtb comply with any laws or governmental reguolasi tha
apply to ADSs or to the withdrawal of shares oreottleposited securitie

This right of withdrawal may not be limited by aather provision of the deposit agreement.

Pre-Release of ADSs

The deposit agreement permits the depositary feeteADSs before deposit of the underlying shaféss is
called a pre-release of the American depositaryeshdhe depositary may also deliver shares upocetiation of
pre-released ADSs (even if the ADSs are cancekidorb the pre-release transaction has been claggdfopre-
release is closed out as soon as the underlyimgshae delivered to the depositary. The depositety receive
ADSs instead of shares to close out a pre-rel8dsedepositary may pre-release ADSs only undefaif@ving
conditions: (1) before or at the time of the priease, the person to whom the pre-release is Ime@ae represents to
the depositary in writing that it or its customevrs the shares or ADSs to be deposited; (2) thegiease is fully
collateralized with cash or other collateral theg tepositary considers appropriate; and (3) thegigary must be
able to close out the pre-release on not morefitiabusiness days’ notice. In addition, the deggogiwill limit the
number of ADSs that may be outstanding at any &ima result of pre-release, although the depositanydisregard
the limit from time to time, if it thinks it is apppriate to do so.

Direct Registration System

In the deposit agreement, all parties to the depgseement have acknowledged that the Direct Ragm
System and Profile Modification System will appdyuncertificated ADSs upon acceptance thereof t& DRRthe
DTC. The Direct Registration System is the systeimiaistered by DTC pursuant to which the depositaay
register the ownership of uncertificated Americapaksitary shares, which ownership shall be evid&bgeperiodic
statements issued by the depositary to the ADSehslentitled thereto. The Profile Modification Symtis a required
feature of the Direct Registration System whiclow a DTC participant, claiming to act on behalaofADS holdel
to direct the depositary to register a transfehose ADSs to DTC or its nominee and to deliveséhADSs to the
DTC account of that DTC participant without receigtthe depositary of prior authorization from S holder to
register such transfer.

In connection with and in accordance with the ageaments and procedures relating to the Direct Regjsn
System/Profile Modification System, the partieshte deposit agreement understand that the depositthinot
verify, determine or otherwise ascertain that tAeCparticipant which is claiming to be acting ornbé of an ADS
holder in requesting registration of transfer aptivéery described in the paragraph above has thmbauthority to
act on behalf of the ADS holder (notwithstanding aequirements under the Uniform Commercial Codm asfect
in the State of New York). In the deposit agreeméa parties agree that the depositary’s relimmcand compliance
with instructions received by the depositary thitotige Direct Registration System Profile ModificatiSystem and
in accordance with the deposit agreement, shaltownstitute negligence or bad faith on the pathefdepositary.
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DESCRIPTION OF PREFERRED SHARES

Under the terms of our amended and restated artiélassociation, our board of directors has aitthavithout
any further vote or action by our shareholderéssoe Preferred Shares (as such term is defindditle 4 of our
amended and restated articles of associationkimtmount up to 20% by par value of all then issletes. Our
board of directors is authorized to provide for igmiance of preferred shares in one or more seiirslesignations
as may be stated in the resolution or resolutioosiging for the issue of such preferred shareghattime that any
series of our preferred shares are authorizedhaarrd of directors will fix the dividend rights,yanonversion rights,
any voting rights, redemption provisions, liquidatipreferences and any other rights, preferencedieges and
restrictions of that series, as well as the nunalbshares constituting that series and their design. Our board of
directors could, without shareholder approval, eausto issue preferred shares which have votomyersion and
other rights that could adversely affect the hadsrour ordinary shares or make it more diffi¢aleffect a change
control; provided that, where any issue of shasgegdposed and such shares proposed to be issiedual to or
exceed 20% by par value of all then issued sh#regrior approvals by ordinary resolution of tlwéders of the
ordinary shares, voting together as one class|, Isbakquired. Our preferred shares could be usédtte the share
ownership of persons seeking to obtain controlsofnd thereby hinder a possible takeover attemyathyh our
shareholders were offered a premium over the maekee of their shares, might be viewed as beingefieial to our
shareholders. The material terms of any serieseféped shares that we offer through a prospestpplement will
be described in that prospectus supplement.
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DESCRIPTION OF DEBT SECURITIES

This prospectus describes certain general termp@vwisions of our debt securities. When we oftesell a
particular series of debt securities, we will désethe specific terms of the series in a supplérethis prospectus.
We will also indicate in the supplement whetherdbaeral terms and provisions described in thisgeotus apply t
a particular series of debt securities.

Unless otherwise specified in a supplement toghispectus, the debt securities will be our diressecured
obligations and will rank equally with all of outh@r unsecured and unsubordinated indebtedness.

The debt securities will be issued under an indentWe have summarized select portions of the inaten
below. Capitalized terms used in the summary andiefined herein have the meanings specified inrttlenture.

General

The terms of each series of debt securities wik$tablished by or pursuant to a resolution oftmard of
directors and set forth or determined in the mapnevided in a resolution of our board of directansan officers’
certificate or by a supplemental indenture. Theipalar terms of each series of debt securitieslvéldescribed in a
prospectus supplement relating to such seriesu@imd) any pricing supplement or term sheet).

We can issue an unlimited amount of debt secunitieter the indenture that may be in one or moriesarith
the same or various maturities, at par, at a premar at a discount. We will set forth in a progpscsupplement
(including any pricing supplement or term sheegtieg to any series of debt securities being efflethe aggregate
principal amount and the following terms of the dedcurities, if applicable:

« the title of the debt securitie

« the price or prices (expressed as a percentagn g@frincipal amount) at which we will sell the debturities
« any limit on the aggregate principal amount ofdlebt securities

« the date or dates on which we will pay the princgrathe debt securitie

« the rate or rates (which may be fixed or variapk) annum or the method used to determine theoratges
(including any commodity, commodity index, stoclcBange index or financial index) at which the debt
securities will bear interest, the date or datemfwvhich interest will accrue, the date or datesvbith interes
will commence and be payable and any regular redatel for the interest payable on any interest gaym
date;

« the place or places where principal of, premium iatetest on the debt securities will be paya
« the terms and conditions upon which we may redémnuébt securitie:

¢ any obligation we have to redeem or purchase thes#urities pursuant to any sinking fund or ageils
provisions or at the option of a holder of debtusiies;

« the dates on which and the price or prices at whiehvill repurchase debt securities at the optibthe
holders of debt securities and other detailed teanusprovisions of these repurchase obligati

 the denominations in which the debt securities béllissued, if other than denominations of $1,00Dany
integral multiple thereof

» whether the debt securities will be issued in tivenfof certificated debt securities or global dedturities

« the portion of principal amount of the debt sedesipayable upon declaration of acceleration ohthéurity
date, if other than the principal amou

 the currency of denomination of the debt securi

« the designation of the currency, currencies oremay units in which payment of principal of, premiand
interest on the debt securities will be me
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« if payments of principal of, premium or interesttbe debt securities will be made in one or moreencies ¢
currency units other than that or those in whi@dkebt securities are denominated, the manner iichvthe
exchange rate with respect to these payments sitldiermined

¢ the manner in which the amounts of payment of jpalcf, premium or interest on the debt securitidsbe
determined, if these amounts may be determinee@feyence to an index based on a currency or cuegnc
other than that in which the debt securities areodénated or designated to be payable or by referema
commodity, commodity index, stock exchange indefirancial index;

 any provisions relating to any security providedtfee debt securitie!

¢ any addition to or change in the Events of DefdaKcribed in this prospectus or in the indentuté véaspect
to the debt securities and any change in the a@tige provisions described in this prospectusdhe
indenture with respect to the debt securit

 any addition to or change in the covenants destiibéhis prospectus or in the indenture with respe the
debt securities

¢ any other terms of the debt securities, which mapkment, modify or delete any provision of theédnture
as it applies to that series; a

e any depositaries, interest rate calculation agextsiange rate calculation agents or other agethisespect
to the debt securitie

In addition, the indenture does not limit our &kitio issue convertible or subordinated debt séestiAny
conversion or subordination provisions of a patécseries of debt securities will be set forthtia resolution of our
board of directors, the officers’ certificate oetbupplemental indenture related to that seriekebf securities and
will be described in the relevant prospectus suppl#.

We may issue debt securities that provide for aowarhless than their stated principal amount taduee and
payable upon declaration of acceleration of theiturity pursuant to the terms of the indenture.Wileprovide you
with information on the federal income tax consalems and other special considerations applicabéay of these
debt securities in the applicable prospectus sumpgrhe.

Covenants

We will set forth in the applicable prospectus deppent any restrictive covenants applicable toiasye of dek
securities.
Consolidation, Merger and Sale of Assets

We may not consolidate with or merge with or irdoconvey, transfer or lease all or substantidllpfaour
properties and assets to, any person (a “succpssson”) unless:

« we are the surviving corporation or the successosqn (if other than Solarfun Power Holdings Cad. Lis a
corporation organized and validly existing undex ldaws of any U.S. domestic jurisdiction and exglyes
assumes our obligations on the debt securitiesiaddr the indenture

¢ immediately after giving effect to the transactian,Event of Default, and no event which, aftelicebr laps
of time, or both, would become an Event of Defasliall have occurred and be continuing under tHeriture
and

» certain other conditions are m

Notwithstanding the above, any subsidiary of Salafower Holdings Co., Ltd., may consolidate witlerge
into or transfer all or part of its properties tol&fun Power Holdings Co., Ltd.
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Events of Default
“Event of Default” means with respect to any sedédebt securities, any of the following:

« default in the payment of any interest upon anyt deburity of that series when it becomes due aydlpe,
and continuance of that default for a period ofla9s (unless the entire amount of the paymentpssieed by
us with the trustee or with a paying agent priothi expiration of th3C-day period);

« default in the payment of principal of or premiumany debt security of that series when due andlygey

« default in the performance or breach of any otloe@eoant or warranty by us in the indenture (othanta
covenant or warranty that has been included inrttienture solely for the benefit of a series oftdszurities
other than that series), which default continuesuved for a period of 60 days after we receivetemihotice
from the trustee or we and the trustee receiveaewrihotice from the holders of not less than 25%rincipal
amount of the outstanding debt securities of thees as provided in the indentu

 certain events of bankruptcy, insolvency or reoizgtion; anc

 any other Event of Default provided with respectiédt securities of that series that is describeatié
applicable prospectus supplement accompanyingtbipectus

The indenture requires us, within 120 days afterethd of our fiscal year, to furnish to the trusietatement as
to compliance with the indenture. The indenturevtes that the trustee may withhold notice to thklérs of debt
securities of any series of any default or EveriDefault (except in payment on any debt securiigbat series) wit
respect to debt securities of that series if gaod faith determines that withholding notice ighe interest of the
holders of those debt securities.

Modification and Waiver

We may modify and amend the indenture with the eohef the holders of at least a majority in proadi
amount of the outstanding debt securities of eades affected by the modifications or amendments.

Defeasance of Debt Securities and Certain CovenaritsCertain Circumstances

Legal Defeasance.The indenture provides that, unless otherwisgigeal by the terms of the applicable series
of debt securities, we may be discharged from anglyadl obligations in respect of the debt secwsitiéany series
(except for certain obligations to register thesfar or exchange of debt securities of such senegplace stolen,
lost or mutilated debt securities of such seriad, ta maintain paying agencies and certain pronssielating to the
treatment of funds held by paying agents). We léliso discharged upon the deposit with the trudtegoney
U.S. government obligations or, in the case of debtrities denominated in a single currency dtmen U.S. dollars
foreign government obligations, that, through thgrpent of interest and principal in accordance withir terms, wil
provide money in an amount sufficient to pay argtharge each installment of principal, premium iaterest on
and any mandatory sinking fund payments in respieitte debt securities of that series on the statatlirity of thos:
payments in accordance with the terms of the inderdnd those debt securities.

This discharge may occur only if, among other tejnge have delivered to the trustee an opinioroahsel
stating that we have received from, or there has Ipeiblished by, the U.S. Internal Revenue Sewiading or, sinc
the date of execution of the indenture, there le@snta change in the applicable U.S. federal incaxéaw, in either
case to the effect that, and based thereon suaibagshall confirm that, the holders of the deluisiies of that
series will not recognize income, gain or lossWo®. federal income tax purposes as a result ofi¢pesit,
defeasance and discharge and will be subject tofeldgral income tax on the same amounts and isdtree manner
and at the same times as would have been thefdhsedeposit, defeasance and discharge had notrecc

Defeasance of Certain Covenant3he indenture provides that, unless otherwisgigeal by the terms of the
applicable series of debt securities, upon compéamith certain conditions:

e we may omit to comply with certain covenants sethfan the indenture, as well as any additionales@ants
which may be set forth in the applicable prospestymplement; an
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¢ any omission to comply with those covenants will canstitute a default or an Event of Default wigspect t
the debt securities of that seri“covenant defeasar”).

The conditions include:

« depositing with the trustee monand/orU.S. government obligations or, in the case of delurities
denominated in a single currency other than U.8aidp foreign government obligations, that, throulge
payment of interest and principal in accordancé wikir terms, will provide money in an amount guént to
pay and discharge each installment of principapcgmium and interest on and any mandatory sinking
payments in respect of the debt securities ofsbaes on the stated maturity of those paymerasdordance
with the terms of the indenture and those debtritezs) and

« delivering to the trustee an opinion of counsehmeffect that the holders of the debt securifethat series
will not recognize income, gain or loss for U.Sddeal income tax purposes as a result of the depodi
related covenant defeasance and will be subjedt$ofederal income tax on the same amounts atftkin
same manner and at the same times as would hamdtEeease if the deposit and related covenantdafee
had not occurrec

Governing Law

The indenture and the debt securities will be gosérby, and construed in accordance with, thenatdaws of
the State of New York.
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DESCRIPTION OF WARRANTS

We may issue (either separately or together witlerosecurities) warrants to purchase ordinary share
represented by ADSs. The warrants will be issuattuwarrant agreements (each a ‘Warrant Agreemenbi
entered into between us and a bank or trust compenyarrant agent (the ‘Warrant Agent’). The fahiwarrant
Agreement has been filed as an exhibit to the tiegisn statement. The following summary of cergaiavisions of
the Warrant Agreement does not purport to be cot@pled is subject to, and qualified in its entideyyreference to
the Warrant Agreement, including the definitionseftain terms.

GENERAL
Reference is made to the prospectus supplemetitdderms of the warrants, including:

(1) The title and aggregate number of such warrants

(2) The number of ordinary shares that may be @mset upon exercise of such ordinary shares; toe,mt the
manner of determining the price, at which suchehanay be purchased upon such exercise; if othardash, the
property and manner in which the exercise price bepaid; and any minimum number of such warrdrdasdre
exercisable at any one time.

(3) The time or times at which, or period or pesida which, such warrants may be exercised anéxpgation
date of such warrants.

(4) The terms of any our right to redeem such wudsta

(5) The terms of any our right to accelerate therese of such warrants upon the occurrence odiceevents.
(6) Whether such warrants will be sold with anyestiecurities.

(7) The date, if any, on and after which such wag@nd such securities will be separately traasfer

(8) Any other terms of such warrants.

Certificates representing warrants (the ‘Warrantiieates’) will be exchangeable for new Warrargr@ficates
of different denominations. No service charge w#lmade for any permitted transfer or exchange aifrsvit
Certificates, but we may require payment of anyaagther governmental charge payable in connetkierewith.
Warrants may be exercised at the corporate trliseasf the Warrant Agent or any other office iratied in the
prospectus supplement.
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ENFORCEABILITY OF CIVIL LIABILITIES

We are incorporated in the Cayman Islands to takarstage of certain benefits associated with baiG@gyman
Islands exempted company, such as:

« political and economic stabilit
 an effective judicial systen
» afavorable tax syster

 the absence of exchange control or currency réstms; anc

the availability of professional and support seegi
However, certain disadvantages accompany incoliporat the Cayman Islands. These disadvantagesdacl

» the Cayman Islands has a less developed body ofises laws as compared to the United States aovges
significantly less protection to investors; ¢

« Cayman Islands companies may not have standingetbafore the federal courts of the United Stz

Our constituent documents do not contain provisiegsiiring that disputes, including those arisinger the
securities laws of the United States, betweenwsofficers, directors and shareholders, be atieitta

Substantially all of our current operations aredraried in China, and substantially all of our esseé located i
China. A majority of our directors and officers a@ionals or residents of jurisdictions other tki@a United States,
and a substantial portion of their assets are éacattside the United States. As a result, it neaglifficult for a
shareholder to effect service of process withindh&ed States upon such persons, or to enforcastgss or them
judgments obtained in United States courts, indggiudgments predicated upon the civil liabilityppisions of the
securities laws of the United States or any statheé United States.

We have appointed CT Corporation System, 111 Eiglvégnue, New York, NY 10011, as our agent to regeiv
service of process with respect to any action bnbagainst us in the United States District Coartthe Southern
District of New York under the federal securitiagvk of the United States or of any state in theddnStates or any
action brought against us in the Supreme Coutt@fState of New York in the County of New York untiee
securities laws of the State of New York.

Maples and Calder, our counsel as to Cayman Islawgsand Grandall Legal Group (Shanghai), our selias
to PRC law, have advised us, respectively, thattleuncertainty as to whether the courts of thgntan Islands and
the PRC, respectively, would:

e recognize or enforce judgments of United Statestsabtained against us or our directors or offi
predicated upon the civil liability provisions dfet securities laws of the United States or any stathe
United States; ¢

 entertain original actions brought in each respedtirisdiction against us or our directors or cgfis
predicated upon the securities laws of the UnitiadeS or any state in the United Sta

Maples and Calder has further advised us thatah éind conclusive judgment in the federal or staterts of the
United States under which a sum of money is payaiier than a sum payable in respect of taxessfipenalties or
similar charges, may be subject to enforcementgadings as a debt in the courts of the Caymandslander the
common law doctrine of obligation.

Grandall Legal Group (Shanghai), has advised ulduthat the recognition and enforcement of fareig
judgments are provided for under the PRC Civil Btwes Law. PRC courts may recognize and enforeggfo
judgments in accordance with the requirements®@PRC Civil Procedures Law based either on treaéseen thi
PRC and the country where the judgment is made oeciprocity between jurisdictions.
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TAXATION

Cayman Islands Taxation

The applicable prospectus supplement will desdtibematerial Cayman Islands tax consequences of the
acquisition, ownership and disposition of any sitiesr offered thereunder.

PRC Taxation

The applicable prospectus supplement will desdhibematerial PRC tax consequences of the acquisitio
ownership and disposition of any securities offdreteunder by non-PRC investors.

U.S. Federal Income Taxation

The applicable prospectus supplement will desdthibenaterial U.S. federal income tax consequentéso
acquisition, ownership and disposition of any siiesroffered thereunder by an initial investor we@ United State
person (within the meaning of the U.S. Internal &awe Code of 1986, as amended).
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PLAN OF DISTRIBUTION

We may sell or distribute the securities includethis prospectus through underwriters, throughmesgeo
dealers, in private transactions, at market prizesailing at the time of sale, at prices relatethe prevailing marke
prices, or at negotiated prices.

In addition, we may sell some or all of the sedesiincluded in this prospectus through:

e ablock trade in which a brol-dealer may resell a portion of the block, as pgatiin order to facilitate th
transaction

e purchases by a brol-dealer, as principal, and resale by the br-dealer for its account; «
« ordinary brokerage transactions and transactiomghinh a broker solicits purchase

In addition, we may enter into option or other tyjd transactions that require us to deliver séiegrio a broker-
dealer, who will then resell or transfer the setsiunder this prospectus.

We may enter into hedging transactions with resfmeour securities. For example, we may:

¢ enter into transactions involving short sales afainary shares by brol-dealers
« sell shares of ordinary shares short themselveslalinver the shares to close out short positi

e enter into option or other types of transactiora tequire us to deliver shares of ordinary sheresbroker-
dealer, who will then resell or transfer the shaneder this prospectus;

« loan or pledge shares of ordinary shares to a k-dealer, who may sell the loaned shares or, inveateof
default, sell the pledged shar

We may enter into derivative transactions withdtparties, or sell securities not covered by thisspectus to
third parties in privately negotiated transactidhthe applicable prospectus supplement indicatespnnection with
those derivatives, the third parties may sell séesrcovered by this prospectus and the applicpldepectus
supplement, including in short sale transactiohso] the third party may use securities pledged$gr borrowed
from us or others to settle those sales or to aoseany related open borrowings of stock, and os®ysecurities
received from us in settlement of those derivatizeslose out any related open borrowings of stdtie third party
in such sale transactions will be an underwritet, @mnot identified in this prospectus, will beeidtified in the
applicable prospectus supplement (or a post-efieeimendment). In addition, we may otherwise loapledge
securities to a financial institution or other thparty that in turn may sell the securities shisitg this prospectus.
Such financial institution or other third party m@agnsfer its economic short position to investarsur securities or
in connection with a concurrent offering of othecurities.

Any broker-dealers or other persons acting on etalf that participate with us in the distributioiithe shares
may be deemed to be underwriters and any commissémeived or profit realized by them on the resélihe share
may be deemed to be underwriting discounts and dssioms under the Securities Act of 1933, as andnalethe
Securities Act.

At the time that any particular offering of secigstis made, to the extent required by the Seesrhict, a
prospectus supplement will be distributed, settorth the terms of the offering, including the aggate number of
securities being offered, the purchase price oktwurities, the initial offering price of the sates, the names of
any underwriters, dealers or agents, any discouaotamissions and other items constituting compémsétom us
and any discounts, commissions or concessions @tlaw reallowed or paid to dealers.

Underwriters and agents in any distribution contietgal hereby, including but not limited to at-themket
equity offerings, may from time to time include Man Stanley Co. Incorporated. Underwriters or agjeatild
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make sales in privately negotiated transactand/orany other method permitted by law, including salesmed tc
be an at-the-market offering as defined in Rule grtBnulgated under the Securities Act, which inelkidales made
directly on or through Nasdaq, the existing tradimgrket for our ordinary shares, or sales made tbrough a
market maker other than on an exchange.

We will bear costs relating to all of the secustheing registered under this Registration Statémen
Pursuant to a requirement by the Financial Indugggulatory Authority, or FINRA, the maximum comsi@n
or discount to be received by any FINRA membemndependent broker/dealer may not be greater tlym pércent

(8%) of the gross proceeds received by us foraleaf any securities being registered pursuaBG Rule 415
under the Securities Act.
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LEGAL MATTERS

We are being represented by Shearman & SterlingwitfPrespect to legal matters of United Stategfabl
securities and New York State law. Certain legattens in connection with an offering pursuant tis frospectus
will be passed upon for the underwriters by a lam fhamed in the applicable prospectus suppleniédrg.validity of
any shares which may be issued pursuant to theiseswffered through this prospectus and cerotiver legal
matters as to Cayman Islands law will be passed tgous by Maples and Calder. Legal matters &R€ law will
be passed upon for us by Grandall Legal Group (§heihand for the underwriters by a law firm nanmethe
applicable prospectus supplement. Shearman & SgeltliP may rely upon Maples and Calder with respect
matters governed by Cayman Islands law and Grahdghl Group (Shanghai) with respect to matterssgoed by
PRC law.

EXPERTS

Our consolidated financial statements appearirgumannual report on Form 20-F for the year ended
December 31, 2007 and the effectiveness of oumateontrol over financial reporting as of Decem®g, 2007
have been audited by Ernst & Young Hua Ming, indelemt registered public accounting firm, as sethfor their
reports thereon, included therein, and incorporhatzeéin by reference. Such consolidated finantééments and o
managemeng assessment of the effectiveness of internal @oower financial reporting as of December 31, 2664
incorporated herein by reference in reliance upar seports given on the authority of such firmeagerts in
accounting and auditing.

The offices of Ernst & Young Hua Ming are locate®a/F, The Center, 989 Chang Le Road, Shangh&300
People’s Republic of China.
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WHERE YOU CAN FIND MORE INFORMATION ABOUT US

We will furnish to you, through the depositary, lsly language versions of any reports, noticesahdr
communications that we generally transmit to haddgrour ordinary shares.

We are subject to the reporting requirements ofStheurities Exchange Act of 1934, as amended,iand,
accordance with this Act, we file annual reportd ather information with the SEC. You may read aopy any of
this information in the SEC’s Public Reference Rpdaf0 F Street, NE Washington, DC 20549. You mayp abtain
copies of this information by mail from the PubReference Section of the SEC, 100 F Street, NE Watin, DC
20549, at prescribed rates. You can obtain infaonain the operation of the SEC’s Public RefereRoem in
Washington, D.C. by calling the SEC at 1-800-SEG&3

The SEC also maintains an Internet web site thatagas reports, proxy statements and other infaonatbout
issuers, like us, that file electronically with t8&C. The address of that site is http://www.sec.go

52




Table of Contents

INCORPORATION OF DOCUMENTS BY REFERENCE

The SEC allows us to “incorporate by reference”itfiermation we file with them. This means that eamn
disclose important information to you by referrymu to those documents. Each document incorpotatedference
is current only as of the date of such documerd,tha incorporation by reference of such documsinddl not create
any implication that there has been no change iiraffairs since the date thereof or that the infation contained
therein is current as of any time subsequent tddts. The information incorporated by referenceoissidered to be
part of this prospectus and should be read witlséime care. When we update the information corddame
documents that have been incorporated by referenoeaking future filings with the SEC, the inforroat
incorporated by reference in this prospectus isiciamred to be automatically updated and supersédedther words,
in the case of a conflict or inconsistency betwiedéormation contained in this prospectus and infation
incorporated by reference into this prospectus,sfmuld rely on the information contained in thewwoent that was
filed later.

We incorporate by reference the documents listéalbe

« our annual report oForm 2(-F for the fiscal year ended December 31, 2007, filedune 27, 2008 ar
amended on June 30, 20t

< our current reports on Forn-K, submitted to the SEC on July 14, 20
e our current report oForm ¢-K, submitted to the SEC on June 30, 2008;

 with respect to each offering of securities untiés prospectus, all reports Form 2(-F and any report o
Form 6-K that so indicates it is being incorporabgdeference, in each case, that we file withSE€ on or
after the date on which the registration staterreefitst filed with the SEC and until the termiratior
completion of that offering under this prospec

Our annual report on Form 20fé1 the fiscal year ended December 31, 2007 filedwne 27, 2008 and amen
on June 30, 2008, contains a description of ouinkss and audited consolidated financial statemeititsa report by
our independent auditors. These financial statesrenat prepared in accordance with US GAAP.

Copies of all documents incorporated by referendéis prospectus, other than exhibits to thoseioh@nts
unless such exhibits are specially incorporateceligrence in this prospectus, will be provided@ataost to each
person, including any beneficial owner, who receigecopy of this prospectus on the written or cegliest of that
person made to:

Solarfun Power Holdings Co., Ltd.
666 Linyang Road
Qidong, Jiangsu Province 226200, People’s Repualbliighina
Tel: (86-513) 8330-7688

You should rely only on the information that weongorate by reference or provide in this prospedfys have
not authorized anyone to provide you with differgribrmation. We are not making any offer of theseurities in
any jurisdiction where the offer is not permitt&ehu should not assume that the information in fhsspectus is
accurate as of any date other than the date dinahieof those documents.
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