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The Board of Directors (the “Board”) of Mascotte
Holdings Limited (the “Company”) would like to
announce the unaudited interim financial information
of the Company and its subsidiaries (collectively the
“Group”) for the six months ended 30 September 2012
together with comparative figures. The interim financial
information has not been audited, but has been
reviewed by the Company’s Audit Committee.

CONDENSED CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME
For the six months ended 30 September 2012

TJ)é%@(f%%@J)%EtQ
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=THIEXREAZREEZT
I I E R BB L BT - 1]
MBEEHLREEZ  HERK
RRAIZEZZBGERM -

HRFRE 2 EBARRE

BE_F——"FANHA=FHI
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Six months ended
30 September
BEAA=THLEAER

2012 2011
—E-CF —T——F
Notes HK$'000 HK$'000
P &% TET THT
(unaudited) (unaudited)
(REER) (RE&EZ)
Turnover X

Sales of goods HESm 3 92,631 89,156
Cost of sales HEKA (67,511) (63,555)
25,120 25,601
Investment income KERA 596 17,196
Rental income HEWA 1,500 684

Change in fair value of financial assets TEQWEEW\TE
at fair value through profit or loss IBEEL A THEEZ S (22,188) (295,661)
5,028 (252,180)
Other income 1’@4&(}\ 2,238 8,719
Other gains and losses Hiblsm M EE 4 (2,109,347) 1,345
Selling and distribution costs iﬁ’%& 7 $E K AR (4,637) (3 920)
Administrative expenses THF X (58,790) (51,386)
Other expenses EAY (19,105) (14,206)
Finance costs AEKA 5 (214,721) (37,033)
Loss before tax BREAIE R (2,399,334) (348,661)
Income tax credit (expense) et e (Fx) 6 7,320 (2,062)
Loss for the period HE&E 7 (2,392,014) (350,723)
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CONDENSED CONSOLIDATED STATEMENT OF
COMPREHENSIVE INCOME (Cont’d)
For the six months ended 30 September 2012

fBREEZHWRAREK 2

HE—_ZF——F N HA=+HIF
N1EA

Six months ended
30 September
BEANA=THLKEAR

2012 2011
—E-CF —E——fF
Notes HK$'000 HK$'000
P & TEx T
(unaudited) (unaudited)
(REER) (RE&EZ)
Other comprehensive income (expense): E 2 @A (FI) :
Exchange differences arising on BMEGINEBEEL
translating foreign operations I 5 =% 31,646 (14,575)
Change in fair value of available-for-  AIHEREY
sale investment ~HER (3.877) -
Impairment loss on available-for-sale A HERE Y
investment reclassified to loss for REBBENNE
the period ZHEER 3,877 -
Other comprehensive income HEHA2ZARA
(expense) for the period (F%) 31,646 (14,575)
Total comprehensive expense HEZEAX
for the period B (2,360,368) (365,298)
Loss for the period attributable to: FEILEREE -
Owners of the Company ANEIHEEA (2,392,171) (345,763)
Non-controlling interests IR R 157 (4,960)
(2,392,014) (350,723)
Total comprehensive (expense) income  fE(LERRI 2 E (Fis) A
for the period attributable to: LI
Owners of the Company ARNRERA (2,360,525) (352,589)
Non-controlling interests R ER 157 (12,709)
(2,360,368) (365,298)
Basic and diluted loss per share BREAREEEE 9 HK$7.5938 7T HK$1.6978 7T
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Condensed Consolidated Statement of Financial Position

As at 30 September 2012

BLEEESS

Wiy

BT FSAR L 2R

RZE—-——FNAA=+1H

30 September 31 March
2012 2012
—E-CF —F--F
AB=+H =HA=+—H
Notes HK$'000 HK$'000
P & TEx THT
(unaudited) (audited)
(REER) (B&EZ)
Non-current assets knBERE
Property, plant and equipment ME - BENRE 10 & 20 137,053 334,819
Investment properties REME 10 62,557 26,175
Intangible asset By EE 20 732,456 2,434,796
Prepaid lease payments BRHEENE 3,168 3,514
Available-for-sale investments L ERE 11 9,991 69,868
Restricted bank deposits SR BRI 5,574 5492
Deposits paid for acquisition of WEME - BE &
property, plant and equipment B A KA 5,934 7,671
Derivative financial instrument THEMB LA 291,719 392,792
Rental deposits Hedle 629 633
1,249,081 3,275,760
Current assets RBEE

Financial assets at fair value through A F(Ezt ABRZ
profit or loss HBEE 22,912 154,795
Inventories (53 9,139 8,446
Trade receivables EWE 558 12 41,888 25,750

Other receivables, deposits and HimRWEIE « 3] %
prepayments REMFIA 13,869 13,280
Loans and interest receivables FEE TR R R B 13 - 33,359
Prepaid lease payments BHABENE 692 692
Tax recoverable A E IR 21 21
Bank balances and cash w1 RE: 31,000 208,181
119,521 444,524
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Condensed Consolidated Statement of Financial Position

ARG R

FRE RO ER

As at 30 September 2012 RZZE—ZFNLA=1+H
30 September 31 March
2012 2012
—B-CF —E-—F
AA=1H =A=1t—H
Notes HK$'000 HK$'000
B 5T FET FET
(unaudited) (audited)
(RECEZ) (EEZ)
Current liabilities REEE
Trade payables ENES5IE 14 16,218 12,804
Other payables and HiERFIER
accrued charges JEFtER 60,327 36,731
Borrowings 5 & 15 67,838 28,724
Tax payable JER I8 18,035 17,174
162,418 95,433
Net current (liabilities) assets RE(EE)EERE (42,897) 349,091
Total assets less current liabilites SEABERAHEE 1,206,184 3,624,851
Non-current liabilities E¥RBEE
Convertible bonds AR ES 1,181,832 1,123,127
Consideration bonds - debt component  R{EE% - EXEH 1,047,725 1,182,297
Deferred tax liabilities FEEHIEEE 6 38,209 46,888
Borrowings e 15 39,708 41,331
2,307,474 2,393,643
NET (LIABILITIES) ASSETS (BR)EEFE (1,101,290) 1,231,208
Capital and reserves BRAR @&E
Share capital AR 16 3,425 456,678
Reserves [ (1,109,797) 769,605
Equity attributable to owners of AREHER AEE
the Company Ea (1,106,372) 1,226,283
Non-controlling interests IR 5,082 4,925
TOTAL (DEFICIT) EQUITY a4 ER (1,101,290) 1,231,208
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Condensed Consolidated Statement of Changes in Equity ~ FERRAR AR E B K

For the six months ended 30 September 2012 HEZT——-FhLA=1THILEXEA

Attributable to owners of the Company

KOAERARE
Convertible
bonds  Investment Contributed Enterprise Share Non-
Share Share equity revaluation  surplus  Special Translation  Reserve expansion  options Accumulated controlling
capital  premium  reserve  reserve  reserve  reserve  reserve Fund  reserve  reserve losses Total  interests Total
TERES R& B4 i3 BhE

Rr  ROEE BEBE EHER  BEBE  MNER  ARRE  BRES  REGE BE  ETER g AEREE 4t
HKS000  HKS'000  HK$'000  HKS'000  HKS000  HKS'000  HKS'000  HKS'000  HKS000  HKS'000  HKS000  HKFO00  HK$000  HK§'000
TEn TEm TR TEL TEr TE TR TEm  TEm  TEn T TEr TR TR

M Aprl 2012 (audited)  R=F-EWA-R
(&=H) 456,678 1,538,191 276,608 - - 13,901 (60,248) 1,084 1,083 6400 (1,007,414 1,226,283 4925 1,231,208

e
Loss for the period sk - o o = = = o o o - @3n1m)  (239211) 157 (2392,014)
Changen farvalueof — TREEREZ
avallble-for-sae LTEES
nvestment - - - (38m) - - - - - - - (3.87) - (3.87)
Impairment loss on availzble- 7]
for-sale investment
reclassified 1o loss for the
period - - - 38 - - - - - - - 38 - 381
Bichange difference arising
ontranslation - - - - - - 31,646 - - - - 31,646 = 31,646
Total comprehensive expense EfE2
for the period - - - - - - 31,646 - - - (239171)  (2.360,525) 157 (2,360,368)
Issue of new shares under
placement (note 16) 571 13,129 - - - - - - - - - 13,700 - 13,700
Transaction costs attributable %713
to issue of shares - (383) - - - - - - - - - (383) - (383)
Capital reorganisation Milﬁ
(note 16 (16) (45384 - - - 5 - . - - - - . i :
Transferred to st of EREHZIER
accumulated losses - - - - (4s3824) - - - - - 458 - - -
Recognition of equity-settled
share-based payments - - - - - - - - - 14,513 - 14513 - 14513
(453,253) 12,786 - - - - - - - 14513 45384 2,810 - 2,810
At 30 Septernber 2012
(unaudited) 3425 1550977 276,608 - - 13,901 (28,602) 1,084 1,083 20913 (2.945761) (1,106372) 5,082 (1,101,290)
At 1 April 2011 (audited)
20478 889,857 - - - 13901 2,35 1,084 1,083 5 (386,160) 752,654 4316 75970
Loss for the period - - - - - - - - - - (45703 (345763) (4.960)  (350.723)
Bxchange difference arising 2
on translation - - - - - - (6,826) - - - - (6,826) (1749 (14575
Total comprehensive expense  Eff
for the period - - - - - - (6,826) - - - (45763 (352589) (12,709 (365,299)
Acquisition of assets - - - - - - - - - - - - 1165330 1165330
Issue of new shares under
placement 20000 660,000 - - - - - - - - - 880,000 - 880,000
Transaction costs attributable 2
o ssue of shares - (35839 - - - - - - - - - (3583 - (389
Recognition of equity
component of convertible
bonds - - a7 - - - - - - - - A - WA
Deferred tax liabity on
recoqition of equity 2
component of convertble ~ ERFEEE
bonds - - (60322) - - - - - - - - (60322) - (60322)
Conversion of convertible ~ EET AR B4
bonds 6,200 U113 (7,581) - - - - - - - - 2,19 - 0,19
26000 648334 273544 - - - - - - - - 1148078 1165330 2313408
A0 September 2011 RoF- ﬁﬂ A
(unaudited) (RiEEH 45,678 1,538,191 173544 - - 13901 (4,470 1,084 1,083 5 (731923 1548143 1,156,937 2,705,080
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Condensed Consolidated Statement of Cash Flows BRGEIRERER
For the six months ended 30 September 2012 HEZT——-FhA=1THIEXEAR

Six months
ended 30 September
BEANA=1+HLXEA

2012 2011
—EB—C=fF —T——F
HK$'00_0 HK$'\OO_O
FET FA&TT
Notes (unaudited) (unaudited)
Pt (REER) (REFEZ)
OPERATING ACTIVITIES R K
Loss before tax Br A% A 5 18 (2,399,334) (348,661)
Adjustments for: EEH A NAE
Finance costs A& p AN 214,721 37,033
Impairment loss on intangible asset E & E 2 REE 18 1,732,000 -
Impairment loss on property, plant #1% - HE k&
and equipment 2B E B 189,000 -
Loss on early redemption of REEERNE
consideration bonds B5 2 B8 86,352 -
Change in fair value of derivative  $TABMETAZ
financial instrument N EEEF) 101,073 -
Other non-cash items HIER 2B H 30,650 (12,098)
Operating cash flows before EEEREHHIZ
movements in working capital RERPME (45,538) (323,726)
Decrease in financial assets at fair & A F AT ABZEZ
value through profit or loss B 7% & B D 131,883 59,223
Other working capital items HEthEiE&ES£IEH 19,010 (31,606)
NET CASH FROM (USED IN) REXEBAB(AMA)
OPERATING ACTIVITIES ZEEFE 105,355 (296,109)
INVESTING ACTIVITIES REF
Proceeds from disposal of HERMHHERE
available-for-sale investment P13 3038 11 58,000 —
Acquisition of assets through FHBRWIE N E A A
acquisition of a subsidiary o b & B - (1,078,522)
Other investing cash flows HRERSRE (13,849) (100,053)
NET CASH FROM (USED IN) REXBEFRE(FA)
INVESTING ACTIVITIES REFE 44,151 (1,178,575)
FINANCING ACTIVITIES Al E LB
Repayment of consideration bonds (&R E &% (320,000) -
Interest paid on borrowings, fBE - ATMRES K
convertible bonds and REESHZ
consideration bonds 2B (56,939) (444)
New borrowings raised FIEE2HEE 15 40,000 =
Issue of new shares BITH D 16 13,700 880,000
Issue of convertible bonds BT R E S - 1,450,000
Other financing cash flows HUpERESRE (3.343) (169,139)
NET CASH (USED IN) FROM mEXK (AR
FINANCING ACTIVITIES ReFE (326,582) 2,160,417
NET (DECREASE) INCREASE IN HERERBESER
CASH AND CASH EQUIVALENTS I 0R4) e %8 (177,076) 685,733
CASH AND CASH EQUIVALENTS RIA—HZHER
AT 1 APRIL ZRBESER 208,181 16,805
EFFECT OF FOREIGN EXCHANGE /MNEE RS &
RATE CHANGES (105) -
CASH AND CASH EQUIVALENTS WA B=+HZ
AT 30 SEPTEMBER, ReRkZEFRE
REPRESENTED BY BB ' 18
BANK BALANCES AND CASH RITERRRE 31,000 702,538
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Notes to the Consolidated Financial Statements

For the six months ended 30 September 2012

e MR

He—_ZT——FhLA=+HIE~EA

1. BASIS OF PREPARATION

The unaudited interim condensed consolidated financial
statements of the Group have been prepared in
accordance with the applicable disclosure requirements
of Appendix 16 to the Rules Governing the Listing of
Securities (the “Listing Rules”) on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) and
with Hong Kong Accounting Standard 34, “Interim
Financial Reporting” issued by the Hong Kong Institute
of Certified Public Accountants (the “HKICPA").

As at 30 September 2012, the Group had net current
liabilities and net liabilities of approximately HK$42.9
million and HK$1,101.3 million respectively. In spite of
this, the condensed consolidated financial statements
have been prepared on a going concern basis since
the Company intends to proceed with some future
funding plans, including but not limited to rights issue,
shares placement, debts restructuring and arranging
new long-term debt finance, to improve the financial
position of the Group when the market circumstances
are considered appropriate. As such, the directors of
the Company consider that the Group should be able
to continue as a going concern.

Interim Report 2012 Ht 1 #t
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Notes to the Consolidated Financial Statements

For the six months ended 30 September 2012

ira Rk M aE

He—_FT——FALA=+HIEEA

2. PRINCIPAL ACCOUNTING POLICIES

The unaudited interim condensed consolidated financial
statements have been prepared on the historical cost
basis except for certain investment properties and
financial instruments, which are measured at revalued
amounts or fair values, as appropriate.

The accounting policies and methods of computation
used in the unaudited interim condensed consolidated
financial statements for the six months ended 30
September 2012 are the same as those followed in the
preparation of the Group’s annual financial statements
for the year ended 31 March 2012. In addition, in the
current interim period, the Group has applied, for the
first time, the following amendments to Hong Kong
Financial Reporting Standards (“HKFRSs") issued by the
HKICPA.

Amendments to HKFRS 7 Financial instruments: Disclosures —

Transfers of financial assets

Amendments to HKAS 12 Deferred tax: Recovery of underlying
assets

The application of the above amendments to HKFRSs
in the current interim period has had no material effect
on the amounts reported in these unaudited interim
condensed consolidated financial statements and/
or the disclosures set out in these unaudited interim
condensed consolidated financial statements.

2. FESFEE

RETHREMELRMBTAT)
REMESEIRAFEGRERB
UM E )T &I » REFZHH
BRAER S Wk TR IRE 2
PRANEAE RS

mEBEz—_ZT——FNLA=T
B 1F 7S 1B A AR 48 28 4%+ B 5 B
REPBMRAAKA 25T
RENFTE A R REAN S EE
2-_FT——-—F=A=+—HI1t
FREZEFEEVBRRAKE 2
SRR EFTEFERR © it
AN AR HERERRE c AEEE
BEXERATEEGMAE
B2 BBV BRELENE
B IEEEER] BRI o

ERYKRE FEIA: HE -
ERETS  EEREEE
CHES)

ERGRER EEFIE - WEEE
F12% BE

(B3TK)

RAFENE - BRLAES
M mEEAUMEFTANHZER
KEZDHERALEE M BHRE
EzeBER AL EREE
ZR AR S B B ER R A Ek
ZHRBRHEITESATE
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Notes to the Consolidated Financial Statements S B ER R EE

For the six months ended 30 September 2012 HE-_T——-FAA=1THIEXHEA

3. TURNOVER AND SEGMENT INFORMATION 3. EXERTEER

Information reported to the executive directors of the [AAFTHITES(BIEEEE
Company, being the chief operating decision makers, AFEE)ZHRUELEEREDE L
for the purposes of resource allocation and assessment n¥1§“*§§§£ﬁ2§ﬂ% hRAE
of segment performance focusing on types of goods or  {J:BsiiR Mt 2 & Mk IRFAELEAY -
services delivered or provided.

Specifically, the Group’s reportable and operating

ems $ETF%C/’§@M%

segments under HKFRS 8 are as follows: ZEHE S - XEE A2
,E*?-iﬁ;*éﬁi\lm??
(i) Solar grade polycrystalline silicon: Manufacture of (i) A[Geef % &k - &iEK
solar grade polycrystalline silicon [HEe R % bk
(ii) Investments: Investment and trading of securities () I|_E  BERENEE

(iii) Loan financing: Provision of loan financing services (i) EXmE - 12t EZRE

AR 75

(iv) Property investment: Holding properties for rental (iv) M #3% & ARINELS &
and capital appreciation BEARREmMFAYE

(v) Manufacture and sale of accessories: Manufacture and  (v) #3E R4 ERE : &ER
sale of accessories for photographic products HERMBEE R

Interim Report 2012 Ht 1 #t 11



Notes to the Consolidated Financial Statements LA BRI EE

For the six months ended 30 September 2012 HE-_ZT——FAA=1TAHIEXHEA

3. TURNOVER AND SEGMENT INFORMATION (Cont'd) 3. EXZENHBER(Z)
Segment revenue and results walk G S E

For the six months ended 30 September 2012 %@5: TE——FNH=1HI

(unaudited) NELA (RAEERZ)
Solar grade Manufacture
polycrystalline Loan Property ~ and sales of
siicon ~ Investments financing investment accessories  Consolidated
AEER RER
Sk i LEEL UESE HERS &

HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
TET TR TET TiEn TiEn Tin

Segment revenue EhE
Sales of goods HERM - - - - 92,631 92,631
Investment income RENA
Dividend income on held-for-  #{EEERE 7
trading investments REWA - i - - - i
interestincome on loans BN ETZ
receivable HEHA - - 555 - - 555
Rental income BEHA - - - 1,500 - 1,500
Change in fair value of BATE A BR L
financial assets at fair BREE/NTER
value through profit or (IRATE: A BR )
Jos (“FVTPL") (Note) (&) - (22,189) - - - (22,189)
Intra-group rental income~~ £E7% ﬁﬂﬁl}\ : - - 1,176 . 1,176
- 214 555 2,676 92,631 13715
Fimination g (1,176)
12539
Seqment (lss) profi AR(BE) & (1,949,406) (23,103) 555 1,466 4,665 (1,965,823)
Unallocated other income ~~~ RARE AU L
Unallocated corporate expenses &2 EATER (33522)
Unallocated finance costs ~~~ AARBERA (212,606)
Change in fair value of MEHBIA,
derivative financial instrument ATEE (101,073)
Loss on earl redemption of ~ REBEREEAL
consideration bonds BE (86,352)
Loss before tax kiaEE (2,399,334)
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e MR

He—_ZT——FhLA=+HIE~EA

Notes to the Consolidated Financial Statements
For the six months ended 30 September 2012

3. TURNOVER AND SEGMENT INFORMATION (Cont'd) 3. & %zmp SEEE(42)

STEWNEREE(E)

Segment revenue and results (Cont’d)

For the six months ended 30 September 2011 #% —FT——F N HA=+HIF

(unaudited) N A (R&EERE)
Solar grade Manufacture
polycrystalline Loan Property and sales of
silicon Investments financing Investment accessories — Consolidated
KB \ o \ RER
hER K& L ESE HER(E e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000
Thn Thn T T Thr Thn
Segment revenue AEhg
Sales of goods HEEM - - - - 89,15 89,156
Investment income REUA
Dividend income on held-for- #FEEREZ
trading investments REMA - 1,585 - - - 4,585
Interest income on loans~~~ [EE T2
recelivable VN - - 12,611 - - 12,611
Rental income HEUA - - - 634 - 684
Change in fair value of BATEABR L
financial assets at VIPL -~ BIEEE 2 AFERY
(Note) (i) - (295661) - - - (295561)
- (291,076) 12,611 684 89,156 (188,625)
Segment (oss) profit HE(ER)EN (9,981) (289,988) 13,010 1,34 6,967 (278 548)
Unallocated otherincome~~ KAEE B 214
Unallocated corporate expenses K ARATER (21,018)
Other expenses - cost incurred  E45 % - I — B
for acquiring of a subsidiary R FIEE ZAUK (14,206)
Unallocated finance costs ~~ ARREARA (37.033)
Loss before tax hitaER (348,661)
Segment (loss) profit represent the loss from/profit S FE(EE)&MIESHEME
earned by each segment without allocation of certain 4 2 &8/ BE 2 % F - 3 K
other income, unallocated corporate expenses, change S EETEMKA - KHOERQ
in fair value of derivative financial instrument, loss on RIS * TAMB T A Z Q¥
early redemption of consideration bonds, cost incurred E&#) - I2REBRENKEES
for acquiring a subsidiary and certain finance costs. &8« WE—RHNBAREL
This is the measure reported to chief operating decision ZANEFTRIEBK A o 1t T
makers for the purpose of resource allocation and 2R TEELEREEUIEL
performance assessment. i%éfﬁﬁ@ﬂ&i’%fﬁ HHcHER
Note: The change in fair value of financial assets at FVTPL included realised loss MisE  MAFEAABRZYBEEZ AT EES

of HK$21,887,000 (six months ended 30 September 2011: HK$49,908,000)
and unrealised loss of HK$301,000 (six months ended 30 September 2011:

HK$245,753,000).
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Notes to the Consolidated Financial Statements 4 S ISR B M T

For the six months ended 30 September 2012 HE-Z——FNA=1+HILAHEA

3. TURNOVER AND SEGMENT INFORMATION (Cont’'d) 3, B ¥R LEZR(£Z)
Segment assets PEEE

The following is an analysis of the Group’s assets by LA~ AIE0] 2 L& &5 a2

reportable and operating segments: DT REFREESHT

As at 30 September 2012 (unaudited) RZFE—ZFNA=+14HKREK
Fz)

Solar grade Manufacture

polycrystalline Loan Property  and sales of
silicon ~ Investments financing investment accessories  Consolidated

ABEA ) sk
Sk b LEEL UESE HERH e

HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
TET TR TET TiEn TiEn TR

Segment assets NEEE 830,439 32,903 - 112479 67,190 1,043,011
Unallocated property, IER
plant and equipment B kit 26
Unallocated other receivables, RAFEfEIFUE -
deposits and prepayments ~ 5]4 RENZUE 2635
Derivative financial instrument 75 BH T A 291719
Tax recoverable THERE I
Bank balances and cash GG bk 31,000
Consolidated total assets ~ GFALELE 1,368,602
As at 31 March 2012 (audited) R-DF——"F=ZH=4+—H
(#&&F &)
Solar grade Manufacture
polycrystalline Loan Property and sales of
slicon Investments financing investment accessories — Consolidated
KBl RER
hEk K& EiRE ES HERf e

HKS'000 HKS'000 HK$'000 HKS'000 HK§'000 HK§'000
T TR TR TR T TiEL

Segment assets HEEE 2,694,637 226,656 33359 112,707 48911 3,116,270
Unallocated property, I IES

plant and equipment K E&Eﬂ% 194
Unallocated other receivables, FAEEMENS:

deposits and prepayments & RERFE 2826
Derivative financial instrument {7EBB T & 392,192
Tax recoverable ThoHE !
Bank balances and cash FERIAE 208,181
Consolidated total assets ~~ GFAKELE 3,720,284
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Notes to the Consolidated Financial Statements S B ER R EE

For the six months ended 30 September 2012 HE-Z——FNA=1+HILA HEA

3. TURNOVER AND SEGMENT INFORMATION (Cont'd) 3. #XZEROoBEER(£Z)
Geographical information i & & K

The Group’s operations are located in Hong Kong, the HK&EEFEZZEBENNESE - R E
People’s Republic of China (the “PRC") and Taiwan. AR ([FEH]|)EEE -

Information about the Group’s revenue from external HEAEFEKBEIINEPL ZIK
customers is presented based on the location at which &R iR EE R 2B 2
the goods are delivered. Bl o

The Group’s total revenue from sales of goods by AEFEZRMEREI D ZELIBE
geographical location are detailed below: MU ESFFILan R -

Six months ended
30 September
BERA=THLAEA

2012 2011
—E--F =%
HK$'000 HK$'000
FET FHIT

(unaudited) (unaudited)
(REEZX) (REgeEZ)

Europe &M 33,149 36,920
United States of America ERRE R 13,732 9,763
Hong Kong BB 10,239 14,795
PRC F 22,256 14,120
Others HAh 13,255 13,558

92,631 89,156
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Notes to the Consolidated Financial Statements 4 S ISR B M T

For the six months ended 30 September 2012 HE-Z——FNA=1+HILAHEA

4. OTHER GAINS AND LOSSES 4, Bl REE

Six months ended
30 September
BEAA=THIL<EA

2012 2011
—g——f -—T——f
HK$'000 HK$'000
FiE FHTT

(unaudited) (unaudited)
(REEX) (REFEZ)

Change in fair value of derivative $T4ABEITA

financial instrument NFHER (101,073) -~
Loss on early redemption of REEBERREESZ

consideration bonds 518 (86,352) -
Fair value gain on investment REME 2 1 FE

properties Wz 622 660
Impairment loss on available-for-  AIfEHERE 2 RE

sale investment 518 (3,877) -
Net (loss) gain on disposal of LEVE  BE MKE

property, plant and equipment Z (B8 ) e 58 (274) 7
Gain on disposal of available-for- HEREERE

sale investment U %5 2,000 -
Net foreign exchange gain P 5 s ) F 58 607 678
Impairment loss on intangible asset & E 2 B E & (1,732,000) -
Impairment loss on property, M - BEMEEZ

plant and equipment BB EE (189,000) -

(2,109,347) 1,345
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Notes to the Consolidated Financial Statements

For the six months ended 30 September 2012

e MR

He—_ZT——FhLA=+HIE~EA

5. FINANCE COSTS

5. BERA

Six months ended
30 September
BERA=TRHLAEA

Interests on:

— Bank and other borrowings

wholly repayable
within five years
— Bank borrowings wholly

repayable after five years
Effective interest expense on:

— Convertible bonds
— Consideration bonds
— debt component

ATNEBHEZFE

- AR B FRNEH
BRZIBITR
HipfEE

- BN R FIREH
BEZIRITEE

AT &EZF S :

— AR IR
- REEZH

- B a0

2012 2011
—g——F -z &
HK$'000 HK$'000
F#ET FET
(unau_dited) (unaudite\d)
(REEER) (REEEZ)
1,738 209

377 234
93,986 36,590
118,620 -
214,721 37,033

6. INCOME TAX CREDIT (EXPENSE) AND DEFERRED

TAX LIABILITIES

Income tax credit (expense)

6. FIEHiik% (BAs) RIEFE
BEAE

FreBiE % (Bx)

Six months ended
30 September
BEALA=1+RHIEAR@EA

2012 2011

—g2-—-F —ZT—%F

HK$'000 HK$'000

FET FETT

(unaudited) (unaudited)

(REEER) (REEZ)

Current tax: BNHEARR IR -

Hong Kong N (838) (1,020)
PRC Enterprise Income Tax B R PTG (521) (878)
Taiwan a4 - 1
(1,359) (1,897)

Deferred tax RIETR IR 8,679 (165)
7,320 (2,062)
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For the six months ended 30 September 2012
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BE_T—_FAA=1THIXEA

6. INCOME TAX CREDIT (EXPENSE) AND DEFERRED

TAX LIABILITIES (Cont’d)

Hong Kong Profits Tax is calculated at 16.5% of the
estimated assessable profit for both periods. Under
the Law of the PRC on Enterprise Income Tax (the
“EIT Law"”) and Implementation Regulation of the EIT

6. FIEHR%R (BA) RIEIE
BIRE/E(E)

BENR ﬁRETfmxTIHHF'aﬁZTE
At FERR B R 12 16.5% 51 &

RIBEFBRTLEMRS ﬂf&)ﬁ(hﬁ%
FIRBED REEMBREE

Law, the tax rate of PRC subsidiaries is 25% for both  #E & - & B M B A 7 A (@&
periods. Taxation arising in Taiwan is calculated at 17%  HffE 2 i & 15 5 25% o i {& Hf
for both periods. MR 8EEAZBIEERME
17% 518 o
Deferred tax liabilities EEFHEERE
The following are the major deferred tax liabilities LAT%EAZIKHHFEﬁWEﬁ@*
recognised and movements thereon during the current EEHBREERESH)
period:
Revaluation
of investment Convertible
properties bonds Total
RENMREM BRRES st
HK$'000 HK$'000 HK$'000
THT TR TR
At 1 April 2012 R-E——&EmA—H
(audited) (&) (953) (45,935) (46,888)
(Charge) credit to profit (IR B ) et AHIE]
or loss for the period B (27) 8,706 8,679
At 30 September 2012 RZE——FAA=TH
(unaudited) (REEZ) (980) (37,229) (38,209)
1 April 2011 RZE——FMA—H
(audited) (&) (635) - (635)
Charge to profit or loss 0k B 8
for the period BH (165) - (165)
Charge to equity for the 1k B B
period ﬁ’é - (60,322) (60,322)
At 30 September 2011 “E——FNA=TH
(unaudited) (ﬂ%%ﬁi) (800) (60,322) (61,122)
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For the six months ended 30 September 2012
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7. LOSS FOR THE PERIOD

7. HAEEE

Six months ended
30 September
BEAA=THLAEA

2012 2011
—E2-—-F —T—F
HK$°000 HK$'000
FHET FHET

(unaudited) (unaudited)
(REEX) (REgEw=Z)

Loss for the period has been HAfE B 18 2 HIBR

arrived at after charging (ET AT

(crediting): HH -
Depreciation of property, M EMRIBZ

plant and equipment e 15,365 6,635
Release of prepaid lease payments T8/ & ZIE# [l 346 340
Government subsidy BT & - (1,753)
Dividend income from listed IHEFZRE

securities WA (41) (4,585)
8. DIVIDENDS 8. K=

No dividend was paid, declared or proposed during
both interim periods. The directors do not recommend
the payment of an interim dividend.
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For the six months ended 30 September 2012
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9. LOSS PER SHARE

The calculation of basic and diluted loss per share
attributable to the owners of the Company is based on
the following data:

9. BREIE

ARRHEAANREBERELRK
BUS BB IRIBA T BURETH -

Six months ended
30 September
BEAA=THLAAEA

2012 2011
—E2——_F —T—F
HK$"000 HK$'000
FET FHET

(unaudited) (unaudited)
(RE&ERX) (R EZ)

B8
AT EBRERK

Loss

Loss for the purpose of basic and

diluted loss per share (loss for the #&5%5E518 2 E518
period attributable to owners of (AKX AR A
the Company) FE(E BRI B 1B) 2,392,171 345,763
Six months ended
30 September
BEALA=TRHIEARER
2012 2011
—E--F =%
Number of shares il 4=

Weighted average number of REFFEEREARA K
ordinary shares for the purpose of #EEE 2 L@
basic and diluted loss per share e 8

315,369,775 204,211,253

The computation of diluted loss per share does not
assume the conversion of the Company’s outstanding
convertible bonds and the exercise of the Company’s
share options in both interim periods since their
assumed conversion would result in a decrease in loss
per share.

The weighted average number of ordinary shares
adopted in the calculation of the basic and diluted
loss per share for the six months ended 30 September
2011 have been adjusted to reflect the impact of share
consolidation effected on 26 April 2012 as disclosed in
note 16.

AAEEREEBH BT EBRR
P E R HA B L AN R R 2 R
TR BRE S MITEARF
ZERE . AeZEREA B
K EH I E R D

HERE-_ZE——FhLA=T
HIEAEAZ FRERKEE
BB R BN 2 T AR A 1Y
BEOKAE URBRR-Z
——FMWAZ+ S HETZ
ez BT
) o
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For the six months ended 30 September 2012
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10. MOVEMENTS IN PROPERTY, PLANT AND
EQUIPMENT AND INVESTMENT PROPERTIES

During the current interim period, the Group acquired
plant and machinery of HK$13,615,000 and incurred
construction cost of HK$23,676,000 for Taiwan
operation.

In addition, during the current interim period, the
Group transferred certain leasehold land and buildings
of HK$35,750,000 from property, plant and equipment
to investment properties. The fair value of the Group’s
investment properties have been arrived at on the basis
of a valuation carried out by Chung, Chan & Associates,
Chartered Surveyors, independent qualified professional
valuer not connected with the Group. Chung, Chan &
Associates, Chartered Surveyors are members of the
Institute of Valuers. The valuation was arrived at by
reference to market evidence of transaction prices for
similar properties in the similar locations and conditions.

11. AVAILABLE-FOR-SALE INVESTMENTS

During the current interim period, the Group disposed
of its unlisted shares in Hong Kong at a consideration
of HK$58,000,000 and recognised a gain on disposal of
HK$2,000,000 (six months ended 30 September 2011:
nil) included in other gains and losses.

In addition, during the current interim period, an
impairment loss of HK$3,877,000 (six months ended 30
September 2011: nil) has been recognised in respect of
unlisted equity fund in Hong Kong since the presence
of a significant or prolonged decline in its fair value.
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e U B cEEBEESE
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b - AR HIEARE - A& E
# 35,750,000 Tz THE
THREREFEDE  BELK
HBEBEREREYE - ANEEK
EMEZAFECHETIZE
MmEET(EAEEMERE
B & ERBEMGEM)ETH
B HEME - KREWAGE
fMipees - HENDNRELE
NI RS 2 BER Y HEK R
B2 MiHEERER -

11. AIHEERE

RAFRHEERE - REBRE
58,000,000/% jT 1 & H & E
LR - WHERLE RS
2,000,000 8 T(EZE —F ——
FAA=ZFTHIEANER : &) -
A AE AUz Mg A o

AN - AP HIEAR - BT
BIEFTRERES ZAFEL
WAESREB TEK K25
ZE SR EEE 3,877,000
BT(HE-_ZE——FNLA=+
HIENEA - #&) o
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For the six months ended 30 September 2012
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12. TRADE RECEIVABLES

The Group allows an average credit period ranged from
60 to 150 days to its trade customers. The following is
an aged analysis of trade receivables net of allowances
for doubtful debts presented based on the invoice date

12. BRE S KE

AEBRMHEESEFIRENT
60E150H 2 FHEEH - KA
TRBEREH R ZERHH
25z EWE 538 (k% RER

at the end of the reporting period: B ) 2 BREG AT ¢
30 September 31 March
2012 2012
—E——F —E -4
hRB=+H =ZA=+—H
HK$'000 HK$'000
TAET FET
(unaudited) (audited)
(REEZ) (BEZ)
0 to 60 days 0260H 28,937 23,937
61 to 150 days 615 150 H 12,951 1,813
41,888 25,750

13. LOANS AND INTEREST RECEIVABLES

At 31 March 2012, the fixed-rate loans receivable
borne interest ranging from 5% to 24% per annum.
The amount was fully settled during the current interim
period.

13. BRERRERFER

R_E——F=A=+—8"
JEWWEBBERNFEFNEKRSY%E
24% T B FZFIAD R A H
HIR 2 8U51E -
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Notes to the Consolidated Financial Statements S B ER R EE

For the six months ended 30 September 2012 HE-Z——FNA=1+HILA HEA
14. TRADE PAYABLES 14. EHEZRIE

The following is an aged analysis of trade payables I T~AEREBERESHARZEEZH
presented based on the invoice date at the end of the EHRZ%| 2 FEE 57 IE 2 Bk
reporting period: DT

30 September 31 March
2012 2012
—E——F —E -4
hRA=+H =ZA=+—H

HK$'000 HK$'000
TAET AT
(unaudited) (audited)
(REEZX) (BEZ)
0 to 60 days 0&60H 14,125 12,298
61 to 150 days 612 150 H 2,093 138
Over 150 days 150 HMA £ - 368
16,218 12,804

15. BORROWINGS 15. B &

During the current interim period, the Group obtained MR AR EAHIME » K& B\ —
a new loan from a financial institution amounting to B BEERNSHERES &
HK$40,000,000 (six months ended 30 September 2011: 40,000,000 8 (HEZ & ——
nil). The loan is unsecured, carrying fixed interest rate EHA=+HIE/NEH : &) -
at 1% per month and repayable on or before 4 January R EZA®EIE® - UF B 1%
2013. ZEEMEGFRE  WER-ZE
—=—F—HEHxZAHIEE °
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16. SHARE CAPITAL

16. K&

Number Share
Notes of shares capital
P & RHEB RA
HK$'000
TR
Authorised: EERE
At 1 April 2012, ordinary shares N_ZE-ZFNA—-H"
of HK$0.1 each BROIABATZEER 20,000,000,000 2,000,000
Increased on 26 April 2012 N_E—_F
A=+ EEm (@)  180,000,000,000 -
At 30 September 2012, ordinary Sy e o =
shares of HK$0.01 each BRO01BTLZEBK 200,000,000,000 2,000,000
Issued and fully paid: ERTRAZRAE
At 1 April 2012 RZZE—_FWMA—H 4,566,778,952 456,678
Capital reorganisation BAEH (b)  (4,281,355,268) (453,824)
Issue of new shares under placement 1R iEE & %17 #78k ( (c) 57,084,736 571
At 30 September 2012 R-E-——FAA=1H 342,508,420 3,425
Notes: B E

(a)

(b)

(@}

Pursuant to a special general meeting passed on 25 April 2012, the number of
authorised share capital of the Company was increased from 20,000,000,000
shares to 200,000,000,000 shares. The increased authorised shares rank pari passu
with the existing ordinary shares of the Company.

The capital reorganisation effective on 26 April 2012 involved (i) every sixteen
issued shares of par value of HK$0.10 each be consolidated into one consolidated
share of par value of HK$1.60 each; (ii) the nominal value of each issued
consolidated shares be reduced from par value of HK$1.60 each to par value
of HK$0.01 each by cancellation of the paid-up capital of the Company to the
extent of HK$1.59 on each issued consolidated share; (iii) each of the authorised
but unissued consolidated shares of HK$1.60 each shall be subdivided into 160
adjusted shares of par value of HK$0.01 each.

On 27 June 2012, the Company issued 57,084,736 ordinary shares at HK$0.24
each for approximately HK$13,700,000. Details of the placement is set out in the
Company’s announcement dated 19 June 2012.

(@) WBER-_Z——FMA-_+HEHBBZRK
RERRE  RARIZEAERAEE B
20,000,000,000 %% 5l = 200,000,000,000
i o 2 TN ETERMDEAARRR 2 RA YL
BRZARSHA

by M-ZE——FWA-+NALERZBAE
WHHEROETARTREEI0ETLZE
BIROAMHE—BREREE1.608TZ
AU (DEBREETEHBROZEE
BREBEEARR ZHREA - BIRTRE R
TEHRMGB1.59% T AERMEE.C0%E
JLHIRZE SR EE0.018 T ¢ (i) FREE
1.60 BT AEBREITAHBRNOESTA
160 BB AR EE 0.01 BT 2 A& AR -

() R-ZE——FA-++H XQAAIET
57,084,736 I B 0.24 B L 2 LA - LA
HAEL4) 13,700,000 70 - REFH 1B
HRARBRZE—=ZFAAATABREZ
NI
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17. CAPITAL COMMITMENTS 17. BAKE
30 September 31 March
2012 2012
—E—_—F —F——_F
hB=+H =ZA=+—H
HK$'000 HK$'000
TET FET
(unaudited) (audited)
(REEZ) (BEZ)
Capital expenditure in respect of HEWEYZE  HEX
acquisition of property, plant and & 5] LB AR
equipment contracted for but not K43 % o HA 5 A8H
provided in the unaudited interim 434 Bt iRk T
condensed consolidated financial # &2z &R
statements 53 73,338 -
18. SHARE-BASED PAYMENTS 18. BH

The following table discloses movements of the
Company’s share options held by directors, employees

and consultant during the period: ) :

2003 Option Scheme

TERBYANGES EER
BE RS T4 2 7 2 ) B R e

B EHRAN

Number of share options

BREHE
Adjusted
Outstanding  upon capital ~ Outstanding
as at reorganisation as at
Name of category of 1 April at 26 April 30 September
participant Date of grant 2012 2012 2012 Exercise price
R-B-Zf
RZB-ZF WAZ+AH RIB-ZF
MA-H 2B hA=1H
SHEEERER RHAH e K17 ElkER BRI TEE
HK$
BT
(Note i) (Note i)
(M) Gird)
Staff and consultants 3 March 2010 625,000 (585,938) 39,062 6.336
EERER “Z-TF-A=H
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18. SHARE-BASED PAYMENTS (Cont’d) 18. RGO {FF(E)
Option Deed BIRERZE
Number of share options
EREHE
Adjusted
Outstanding  upon capital ~ Outstanding
as at reorganisation as at
Name of category of 1 April at 26 April 30 September  Exercise
participant Date of grant 2012 2012 2012 price
R=Z-—f
R=F-—f WAZtAAE R=B-Z%
N A-H ZBRE AAZ+H
SHEERER BRERS e RATE BARAE W RITRE 'Eg
/%TE
(Note ii) (Note ii)
(i) (B aE i)
Executive directors
BTES
Mr. Lo Yuen Wa Peter " January 2012 10,000,000 (9,375,000) 625,000 6.400
ETERE “E-Z5-AT-H
Mr. Eddie Woo 11 January 2012 115,000,000 (107,812,500 7,187,500 6.400
HEREE —F-Z5-At-H
Dr. Wu Yi-Shuen 11 January 2012 450,000,000 (421,875,000 28,125,000 6.400
ROEEL —F-ZF-A1+-H
Non-executive director
FUTES
Dr. Chuang, Henry Yueheng (Note iv) 11 January 2012 75,000,000 (70,312,500) 4,687,500 6.400
HREELT(FEiv) “Z-Z%-At-H
A consultant (Note i) 11 January 2012 50,000,000 (46,875,000) 3,125,000 6.400
B (Matiin) —E-ZF-Rf1-H
Staff 11 January 2012 30,000,000 (28,125,000) 1,875,000 6.400
E8 —T-Z§-AT—H
730,000,000  (684,375,000) 45,625,000
Notes: DE
(i) Following the capital reorganisation passed in a special general meeting held (i) R-ZE——FmMA —+RHESEFBEER
on 25 April 2012, the exercise price of the share option under the 2003 Option e FEBRAEMAE - _9:\ =R E
Scheme adjusted from HK$0.396 per share to HK$6.336 per share, while every HEI T ERETEER 396,%75,,ﬂ
sixteen share options consolidated into one new share option. BEFR6.33635 T ¢ gﬂt IR ES

(i) Following the capital reorganisation passed in a special general meeting held
on 25 April 2012, the exercise price of the share option under the Option Deed

Bt R — B

@iy W=

E—_FOA-+RERITZRRER

AELEBRASAR  BREZEBIEAT

adjusted from HK$0.4 per share to HK$6.4 per share, while every sixteen share
options consolidated into one new share option.

(iii) ~ The consultant of the Company is responsible for development of the Group's
solar grade polycrystalline silicon business with respect to structuring and legal
matters, including diligent maintenance of documentation, structuring, future
fund raising and other related matters.

(ivy  Dr. Chuang, Henry Yueheng resigned as non-executive director of the Company
with effect from 14 November 2012.

(iii)

(iv)

ZEBERETEEASROABTAREZGR
%‘E/?E ﬁ'ﬁlJF/\fﬁg%HX*E/m\Jﬁﬁ kil
R o

AR BEHBEAEEKGRAS
%% f&ﬁﬁ/‘f&Z E%&&iﬁ ’
J%J?ﬁ(rm

>H.
ol
i
s
X
it
K3

JEJ

HREELIN _T——F+— AT EH
ERRBFENITES -
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19. RELATED PARTY TRANSACTIONS

The Group entered into the following transactions with
related parties:

N

19. BEALTXRS

A G EBEA TR TUT
%5

Six months ended
30 September
BEANA=1+RHIEAR@EA

2012 2011
—g-=—f -—T——f
HK$'000 HK$'000
FTHET FHTT
(unaudited) (unaudited)
(REEZ) OCREEZ)
Rental expenses paid to the A TUATEEALZ
following related parties it
(a) Non-controlling shareholder of (a) {ifB AR EEAF
a subsidiary with significant 272K B A
influence over the subsidiary FEHEE A A R
(i) Dongguan City Qiao Guang (YREMmBEAEE
Industrial Group Company EE A TA
(Note) (M3E) 649 576
(b) Companies in which a key b)AEEFEZEEAE
management personnel of the Bk ER
Group has controlling interest WaA/N
(i) Techford Development (i) Techford
Limited Development
Limited 60 60
(i) Mascotte Investments (i EHBEBREBR
Limited /NE] 288 396
997 1,032

Note:  The rental arrangement ended on 31 August 2012 and was not extended afterwards.
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20. IMPAIRMENT LOSS ON PROPERTY, PLANT AND
EQUIPMENT AND INTANGIBLE ASSET

As a result of severe and challenging market conditions
in the solar industry during the year 2012 which
impacted the selling prices of the polysilicon in the
industry, the Group carried out a review of the
recoverable amount of related cash generating unit
("CGU") during this period, with the assistance from an
independent valuation firm.

Hong Kong Accounting Standard 36 — Impairment
of Assets (“HKAS 36") set out that the recoverable
amount of the CGU is estimated in order to determine
the extent of the impairment loss. Recoverable amount
is the higher of fair value less costs to sell and value
in use. In assessing value in use, the estimated future
cash flows are discounted to their present value using
a pre-tax discount rate that reflects current market
assessments of the time value of money and the risks
specific to the asset for which the estimates of future
cash flows have not been adjusted. If the recoverable
amount of a CGU is estimated to be less than its
carrying amount, the carrying amount of a CGU is
reduced to its recoverable amount. An impairment loss
is recognised immediately in profit or loss.

In preparing the impairment test of Sun Mass Energy
Limited and its subsidiaries (“Sun Mass Group”) as
a CGU, the Group has observed HKAS 36 and has
prepared recoverable amount analysis under both
fair value less costs to sell and value in use premises.
Since the results from the two premises are close, the
management decided that it is reasonable to adopt
the value in use premise, which was based on the
discounted cashflow (the “DCF") analysis.
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The calculation was based on the future pre-tax cash
flows expected to arise from the CGU for the next five
years using a pre-tax discount rate of 22%. The pre-tax
discount rate of 22% was derived by setting the same
equity value results from a post-tax cashflow using a
post-tax discount rate and a pre-tax cashflow using a
pre-tax discount rate.

The post-tax discount rate was estimated based on the
estimated weighted average cost of capital (“WACC"),
which incorporated the cost of equity and debt,
weighted by the proportionate amount of each source
of capital in the capital structure. The cost of equity was
developed through the application of the Capital Asset
Pricing Model (“"CAPM"), with reference to comparable
companies’ historical beta. In addition, small size risk
premium and company-specific risk premium were also
added to the cost of equity derived by CAPM. Another
component of WACC was after-tax cost of debt, which
was based on the latest borrowing rate of the subject
and the standard tax rate. Taking the industry’s capital
structure as a proxy is the notion that the subject’s
operation will converge to the industry level in the
long run. The cash flows beyond the next five years are
extrapolated using a nominal growth rate of 3%. Other
key assumptions adopted in the DCF analysis under the
value in use premise are set out below:

1. production facility was expected to commence
operation in the first half of 2013 based on the
management’s estimation;

2. average selling price (ASP) was estimated at
approximately US$23.7/kg in 2013 and was
estimated to change in line market analysts
forecast; and
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3. Cash manufacturing costs, comprising raw
materials, electricity and manufacturing overhead,
which were estimated to be approximately US$14/kg
by a technical consultant commissioned by the
Company. In relying on the technical report, cash
manufacturing costs were expected to remain
constant throughout the projection period;

4. operating expenses (“OPEX") including selling,
general and administrative expenses were estimated
to be less than 10% of revenue throughout the
projection period. Management estimated the
OPEX based on the planned headcount, rental and
miscellaneous expenses;

5. an estimated sales volume in the first full year of
operation represents approximately 74% utilization
of the designed production capacity of the existing
plant and gradually increase to a long-run target of
86%. The planned utilization rate is in line with the
industry practice; and

6. all polysilicon produced are sold.

Accordingly, impairment losses of HK$189.0 million
and HK$1,732.0 million in respect of property, plant
and equipment and intangible asset, respectively, have
been recognized in the profit and loss. No impairment
assessment was performed for the year ended 31
March 2012.
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FINANCIAL RESULTS AND BUSINESS REVIEW

For the six months ended 30 September 2012 (the
“Period”), the loss attributable to shareholders for the
Period recorded as approximately HK$2,392.2 million,
which increased by approximately HK$2,046.4 million,
as compared to a loss of approximately HK$345.8
million at the same period last year. The loss was
mainly attributable to:

(i)

(iii)

As at 30 September 2012, an impairment of
approximately HK$1,921.0 million was made by
the Company against the aggregated carrying
value of the investment in Sun Mass Group.
The basis of determination of the impairment is
primarily based on the valuation report dated 28
November 2012 (the “Report”) in respect of the
Group’s polycrystalline silicon business in Taiwan.
The Report indicated that the value in use of
business enterprise of the Group’s polycrystalline
silicon business (on the existing plant scenario)
is reasonably stated as approximately HK$780.0
million (USD100.0 million);

an increase in finance costs by approximately
HK$177.7 million, from approximately HK$37.0
million to approximately HK$214.7 million in which
approximately HK$2.1 million arising from interest
expenses paid for bank and other borrowings,
approximately HK$94.0 million arising from the
amortisation of interest expenses for convertible
bonds and approximately HK$118.6 million arising
from the amortisation of interest expenses for
consideration bonds during the Period;

a change of fair value on derivative financial
instrument of the Company’s consideration bonds
which resulting of approximately HK$101.1 million
loss as at 30 September 2012 (As at 30 September
2011: Nil);
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(iv) an aggregated loss on early redemptions of the
Company’s consideration bonds during the Period
of approximately HK$86.4 million (2011:Nil);

(v) a decrease in investment income (investments in
shares and provision of finance) by approximately
HK$16.6 million, from approximately HK$17.2
million to approximately HK$0.6 million during the
Period;

(vi) the fair value losses of approximately HK$22.2
million in financial assets at fair value through profit
or loss, which was decreased by approximately
HK$273.5 million from approximately HK$295.7
million during the Period.

The basic and diluted loss per share was HK$7.59 for
the Period. The basic and diluted loss per share was
adjusted to reflect the impact of the share consolidation
effected on 26 April 2012.

Solar grade polycrystalline silicon

Result

No turnover was generated from solar grade
polycrystalline silicon segment with no commercial
production was commenced during the Period and
the same period last year. With the completions of
acquisition of 50.1% and 49.9% interest in Sun Mass
Group, which is engaged in solar grade polycrystalline
silicon’s business, in July 2011 and in Jan 2012
respectively, the segment loss increased by 196.9
times, from approximately HK$9.9 million in the same
period last year to approximately HK$1,949.4 million
for the Period, in which approximately HK$1,921.0
million was arising from the impairment loss on the
Group’s polycrystalline silicon’s business, which amount
of approximately HK$1,732.0 million allocated to
intangible asset and approximately HK$189.0 million
allocated to the property, plant and equipment.
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Impairment

During the Period, as a result of severe and challenging
market conditions in the solar industry in the year
of 2012 which impacted the selling prices of the
polysilicon in the industry, the Group carried out a
review of the recoverable amount of related CGU,
during the period with the assistance from an
independent valuation firm.

HKAS 36 set out that the recoverable amount of the
CGU is estimated in order to determine the extent of
the impairment loss. Recoverable amount is the higher
of fair value less costs to sell and value in use. In
assessing value in use, the estimated future cash flows
are discounted to their present value using a pre-tax
discount rate that reflects current market assessments
of the time value of money and the risks specific to the
asset for which the estimates of future cash flows have
not been adjusted. If the recoverable amount of a CGU
is estimated to be less than its carrying amount, the
carrying amount of a CGU is reduced to its recoverable
amount. An impairment loss is recognised immediately
in profit or loss.

In preparing the impairment test of Sun Mass Group
as a CGU, the Group has observed HKAS 36 and has
prepared recoverable amount analysis under both
fair value less costs to sell and value in use premises.
Since the results from the two premises are close, the
management decided that it is reasonable to adopt
the value in use premise, which was based on the DCF
analysis.
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The calculation was based on the future pre-tax cash
flows expected to arise from the CGU for the next five
years using a pre-tax discount rate of 22%. The pre-tax
discount rate of 22% was derived by setting the same
equity value results from a post-tax cashflow using a
post-tax discount rate and a pre-tax cashflow using a
pre-tax discount rate.

The post-tax discount rate was estimated based on the
estimated WACC, which incorporated the cost of equity
and debt, weighted by the proportionate amount of
each source of capital in the capital structure. The cost
of equity was developed through the application of
the CAPM, with reference to comparable companies’
historical beta. In addition, small size risk premium and
company-specific risk premium were also added to the
cost of equity derived by CAPM. Another component
of WACC was after-tax cost of debt, which was based
on the latest borrowing rate of the subject and the
standard tax rate. Taking the industry’s capital structure
as a proxy is the notion that the subject’s operation will
converge to the industry level in the long run. The cash
flows beyond the next five years are extrapolated using
a nominal growth rate of 3%. Other key assumptions
adopted in the DCF analysis under the value in use
premise are set out below:

1. production facility was expected to commence
operation in the first half of 2013 based on the
management’s estimation;

2. ASP was estimated at approximately US$23.7/kg in
2013 and was estimated to change in line market
analysts forecast; and
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6.

Cash manufacturing costs, comprising raw
materials, electricity and manufacturing overhead,
which were estimated to be approximately US$14/kg
by a technical consultant commissioned by the
Company. In relying on the technical report, cash
manufacturing costs were expected to remain
constant throughout the projection period;

OPEX including selling, general and administrative
expenses were estimated to be less than 10%
of revenue throughout the projection period.
Management estimated the OPEX based on the
planned headcount, rental and miscellaneous
expenses;

an estimated sales volume in the first full year of
operation represents approximately 74% utilization
of the designed production capacity of the existing
plant and gradually increase to a long-run target of
86%. The planned utilization rate is in line with the
industry practice; and

all polysilicon produced are sold.

Accordingly, an impairment loss of HK$1,921.0 million
is recognised in the profit and loss. No impairment
assessment was performed for the year ended 31

March 2012.

In the circular of the Company dated 19 December
2011, a calculation report has been disclosed in relation
to the calculated value of business enterprise of Sun
Materials Technology Co., Ltd (“Sun Materials”), an
indirectly wholly owned subsidiary of Sun Mass Energy
Limited as of June 30, 2011, which was based on
market approach — guideline company method. Certain
key assumptions under the calculation report are
different from the ones for impairment analysis and are

stated below:

1.

production facility was expected to commence
operation in late December 2011;

ASP was estimated at approximately US$32.6/kg in
the first full year production period; and

Cash manufacturing costs were estimated to be
US$12.8/kg.
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Based on the progress of the development, the latest
technical report and the valuation report prepared by
American Appraisal China Limited in respect of the
Group’s polycrystalline silicon business, the Company
discussed and concluded to adopt a one plant
scenario for the impairment test. It is mainly due to
(i) the change of the market conditions, especially the
change of the spot price of the polycrystalline silicon;
(ii) the delay in respect of the inflow of the expected
economic benefits generated from Sun Materials; (iii)
the prolonged delay in the process of a proposed fund
arising activity which has a significant impact on the
Group's short-term funding for its working capital; and
(iv) an adoption of a prudent approach to estimate
the impairment loss. Independent professional parties
will continued be engaged to advise the Company
in respect of the market conditions and the core
technology. Furthermore, an impairment test will carry
out at least on each future reporting date/period for
the management to review and consider.

Investments

During the Period, the dividend income on investments
in shares decreased by 99.1% from approximately
HK$4.6 million to approximately HK$0.04 million as
compared with the same period last year. The net loss
from investment in shares was approximately HK$22.2
million, 92.5% lower than approximately HK$295.7
million as compared with the same period last year. The
proceeds from disposal of investments were utilised for
the working capital of the Group.

Loan financing

During the Period, interest income from provision
of finance significantly decreased by 21 times from
approximately HK$12.6 million to approximately
HK$0.6 million as compared with the same period last
year, mainly due to decrease in number of customers.
All loans and interest receivables were duly settled
as at 30 September 2012 and no provision for loan
receivable was made during the Period. The amounts
received from loan receivables were utilised for the
working capital of the Group.
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Property investment

During the Period, with the utilisation of empty space
and generating additional funding as working capital
for the segment of property investment, the Group rent
out a unit of 2501, China United Centre, 28 Marble
Road, North Point, Hong Kong to an independent
third party. With the utilisation of other investment
properties remain unchanged, rental income from
investment properties increased from approximately
HK$0.7 million to approximately HK$1.5 million,
representing an increase of 2.1 times as compared with
the same period last year.

Manufacture and sale of accessories

The segment’s turnover slightly increased by
approximately HK$3.4 million, from approximately
HK$89.2 million to approximately HK$92.6 million,
as compared with the same period last year. With
the provision of the sales value added tax and the
continuous increase in wages and salaries, gross profit
margin slightly decreased from 28.7% to 27.1%.
The segment’s result decreased by approximately
HK$2.3 million, from approximately HK$7.0 million to
approximately HK$4.7 million, as compared with the
same period last year.

BUSINESS UPDATE ON THE GROUP’'S
POLYCRYSTALLINE SILICON BUSINESS

The recycling facilities

Before completion of the Group’s acquisition of Sun
Mass Group in 2011, the recycling facilities were
planned to be constructed and implemented after
the commencement of commercial production of
polycrystalline silicon, and that the capital commitment
for the recycling facilities would be financed by the
cash flow generated from commercial production.
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During the week of 23 April 2012, after improving the
thermal decomposition capabilities at the production
plant, Sun Materials was able to produce samples of
polycrystalline silicon using the commercial production
line. The need to expedite the further enhancement
of its production facilities before formal commercial
production is prompted by the following reasons:

(i) hydrofluoric acid, an industrial acid requiring special
handling, is produced as a by-product of the silicon
decomposition and production process.

(i) The Group is capable of commencing large-scale
production now, but once it has commenced large-
scale production, the amount of hydrofluoric acid
produced will increase exponentially and cannot be
safely handled under its current storage method
and facilities, especially during the typhoon season
in Taiwan from May to November (with the peak
season from June to September).

(iii) Originally, the enhancement of production plants
was intended to be carried out after the Group's
commencement of large-scale production in around
the fourth quarter of 2011. That would avoid the
accumulation of hydrofluoric acid during the peak
typhoon season in Taiwan. However, since large-
scale production was delayed, if the Company
proceeded with commercial production without
enhancing its production facilities, a high volume
of hydrofluoric acid would be accumulated during
the peak typhoon season. Therefore, the Group
has to enhance its production facilities now before
commencing formal large-scale production.

Customers

Subsequent to completion of the acquisition of Sun
Mass Group by the Company in 2011 and during the
fourth quarter of 2011, Sun Materials approached a
number of potential contractors to obtain quotations
on the construction and implementation of recycling
facilities. Potential contractors submitted quotations
which set out an estimate for civil work and general
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utility/piping without detailed specifications. The current
potential contractor is one of the potential contractors
shortlisted before completion of the acquisition of Sun
Mass Group in 2011. Further discussions in respect of
the detailed specifications with shortlisted potential
contractors were completed on 25 May 2012. On 25
May 2012, the Group completed the negotiation of
detailed specifications with the shortlisted potential
contractors for the facility building and is in the
process of finalizing the facility piping vendors on the
enhancement of the decomposition and recycling/
regeneration capabilities of its production facilities.
Based on the detailed specifications, the Company
eventually confirmed the engagement with a contractor
in June 2012. It is expected that the enhancement
work will be completed by early 2013, and commercial
production will commence in the first half of 2013.

Currently, the Group expects that once the
enhancement work on the decomposition and recycling/
regeneration capabilities of its production facilities
is complete and that production will commence
as planned, the same model will be applied to the
construction of the additional five production plants.

The Group has discussed with its customers the Group's
delay in commercial production and its inability to
deliver products to them. All of them have agreed to
postpone delivery of products by amending the relevant
contractual terms, including delivery dates, volume and
pricing, until the Group is in a position to generate
polycrystalline silicon from its commercial production.

All of the Group’s customers are aware of, and accept,
the possibility of delivery delays, especially in relation
to the products generated from new projects, as they
have experience dealing with other more established
manufacturers in the market who have encountered
technical and capacity issues during the early stage of a
new production project.
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The Group’s key customer and strategic partner, Hareon
Solar Technology, remains committed to the project
and continues to offer its support and assistance to the
Group.

Save for the aforementioned postponement of delivery
of products, the result of an additional sampling run
has re-confirmed the achievement of the second run
which was simulated under real production conditions.
The prolonged delay is due to the implementation
of the recycling facilities which is not directly related
to the core production technology. The core value
of the polycrystalline silicon business depends on the
successful launch of the core production technology.

Set out below is a summary of the key events and
developments leading to the delay in the commercial
production of polycrystalline silicon by the Group:

Date Event/Development

Publication of the 2nd VSA circular
very substantial acquisition’s
circular (the “2nd VSA Circular”).

19 December
2011

January to April
2012

The fourth-generation reactor was
designed and produced based
on the knowledge obtained from
the earlier designs. By early April
2012, the silicon tetrafluoride
concentration levels generated
by the Group’s decomposition
reactor reached Dr. Wu Yi-Shuen
(“Dr. Wu") target concentration
threshold of 80%.

April 2012 The Group devised and implemented
a plan for full commercial operation
as a result of the achievement
of the 80% silicon tetrafluoride
concentration.
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Date Event/Development

Week of 23 April
2012

Dr. Wu completed the first two
critical sample production runs
which confirmed the feasibility of
operating every key component for
commercial production.

Week of 30 April
2012

With critical testing of the full
system operation completed,
Dr. Wu advised that the original
analysis of the hydrofluoric acid
level produced in the process
was too conservative, rendering
the existing method of handling
and storing of the discharge, in
particular during the peak typhoon
season starting in June of each
year, inadequate.

Treatment of by-products and related environmental
laws and regulations in Taiwan

The Group’s polycrystalline silicon business utilizes a
proprietary “hydrogen-assist-reductive-combustion”
process for producing polycrystalline silicon in which
the hydrofluoric acid and sodium fluoride generated
would be processed in a closed-loop manner, and such
substances would then be reconstituted into sodium
fluorisilicate, a silicon feedstock, which is in turn used
to produce silicon tetrafluoride for the "hydrogen-
assist reductive combustion” process. This is how the
Group intended to treat the hydrofluoric acid generated
for production of polycrystalline silicon. The current
storage of hydrofluoric acid was intended merely to be
a temporary measure to handle the hydrofluoric acid
and such method was never intended for treating the
hydrofluoric acid generated in commercial production.
As such, the directors had not previously considered
the hydrofluoric acid discharge to be a risk, but instead
considered the new production process (a) to be a
more environmentally-friendly process that is expected
to fully consume the hydrofluoric acid discharge, as
compared to other established production processes
such the Siemens or Fluidized Bed Reactor process,
and (b) a more cost-efficient way of producing
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polycrystalline silicon as our byproducts are expected
to be fully consumed during the recycling process. The
directors came to this view as a consequence of their
technical due diligence and the representations made
by the vendor as well as industry experts. The Group’s
technical consultants and other third-party experts did
not identify the risk of having a relatively large volume
of hydrofluoric acid discharged from the production
process when assessing the production process before
the Group’s acquisition of Sun Mass Group.

Upon completion of the review of production data
generated during the week of 23 April 2012, the
directors took proactive steps to accelerate the planning
and construction of the recycling facility to treat the
hydrochloric acid discharge, including other ways to
mitigate the issues related to the Group’s current
method of storing hydrofluoric acid discharge.

As disclosed above, the risks associated with large
volume of hydrofluoric acid discharge during production
were not contemplated by the Group’s technical
consultants nor its legal advisers as to Taiwanese law as
the “hydrogen-assist-reductive-combustion” process is
a proprietary process which involves new technology.
It was only after the conclusion of the enhancement
of the decomposition process during the week of
23 April 2012 that the urgency of constructing and
implementing the recycling facilities emerged and was
recognized as an issue that must be resolved by prior to
commencing commercial production.

The directors are of the view that the Group has taken
all necessary steps to assess the competency of industry
experts and business partners that the Group relied on.
The directors have reviewed the profile and track record
of various industry experts, interviewed the responsible
consultants and rejected consultants who fall short
of the standards required by the directors, including
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GEC, a German technical consultancy company. After

screening various candidates,

the directors have

engaged the following industry experts:

Industry experts

Ove Arup

Amocon

Remarks

It is one of two technical consultants
engaged for the Group's acquisition
of Sun Mass Group in 2011, and is
one of the top global engineering
consulting firms referred to the
Group by Deutsche Bank, the Group's
placing agent and financial advisor
in connection with the Group’s
acquisition. Prior to its engagement,
the Group has reviewed the profile
and track record of Ove Arup, and
interviewed the team of responsible
consultants.

It is the technical consultant to
Ove Arup. Dr. Albrecht Mozer, the
founder of Amocon, who personally
oversaw the project, was (a)
former CEO of Centrotherm
SiTec, a large German turnkey
provider of polycrystalline silicon
manufacturing equipment, and (b)
former chief technical officer of
Wacker, one of the largest global
producers of polycrystalline silicon
and is an owner of numerous
patents in the photovoltaic field.
The Group has reviewed the profile
and track record of Amocon, and
relied on the comments of Ove
Arup and Deutsche Bank on the
credentials of Dr. Albrecht Mozer,
prior to engaging him as the
Group’s technical consultant.
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Industry experts Remarks

Photon Consulting It is a preeminent photovoltaic

consultancy recently engaged
by the Group to review its
manufacturing plant. The Group
has reviewed the profile and track
record of Photon Consulting,
and interviewed the responsible
consultants prior to engaging
Photon Consulting as the Group'’s
technical consultant.

With respect to the Group’s business partners, Hareon
Solar Technology has been the Group's strategic
partner since the acquisition of Sun Mass Group by
the Group in 2011 and is one of the Group’s potential
customers. It is the largest vertically integrated
photovoltaic manufacturers in the world in terms of
market capitalisation and net profits. It has provided
the Group with technical advice during the evaluation
of acquisition of Sun Mass Group. Given the industry
reputation of Hareon Solar Technology, the directors
generally trusted the advice from this business partner.

Since none of the Group’s experts, consultants and
business partners identified the potential development
issues the Group encountered in connection with the
efficiency of the decomposition reactor and the risk of
having a relatively large volume of hydrofluoric acid
discharge, no due diligence work had been completed
by the directors in these respects for the acquisition of
Sun Mass Group.

The Board has always been aware of the fact that
there is hydrofluoric acid discharge during production.
In fact, the ability to recycle the hydrofluoric acid and
related discharge is part of the value proposition of Dr.
Wu's production processes. Once the recycling facility
is constructed and commenced operation, the cost of
sodium fluorosilicate is expected to be significantly
reduced, which in turn will significantly reduce the
Group's production cost of polycrystalline silicon.
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Nonetheless, that potential risk was not specifically
identified in the 2nd VSA Circular, as the Group relied
on the assessment of the quality of the polycrystalline
silicon business made by its business partners and
industry experts which did not identify the production
of excessive hydrofluoric acid discharge as one of the
issues that the Group would need to resolve before the
commencement of full scale commercial production.

The Board has considered alternatives, including (i)
the sale of the hydrofluoric acid to potential end users
or third-party recycling vendors, and (ii) paying waste
treatment vendors to safely dispose of the hydrofluoric
acid.

The sale of the acid to end users and recycling vendors
poses a regulatory issue for the factory because
the Group is not registered to sell and transport
hydrofluoric acid. Further, the hydrofluoric acid
concentration, after passing through the Group’s
scrubbers, is 10%, which is too low a concentration for
direct use by end users without further processing, but
sufficient to pose environmental and physical hazards
during the peak typhoon season in Taiwan if no
recycling facility is put in place to process it.

If the Group pays third-party recycling vendors to
dispose of the hydrofluoric acid, the handling fee would
significantly increase the cost structure of the Group’s
polycrystalline silicon business which will in turn lower
its profitability or ability to reach profitability.

In light of the above, the Group ruled out other
alternatives in handling the hydrofluoric acid discharge
and opted for constructing a recycling facility to deal
with such discharge.

As advised by the Group’s legal advisers to Taiwanese
law, the Group's polycrystalline silicon business is
subject to certain environmental laws and regulations
of Taiwan.
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Given the business nature of the Group’s polycrystalline
silicon business, the Group is subject to Articles 28, 31
and 36 of the Waste Disposal Act.

According to Article 28 of the Waste Disposal Act,
cleaning of industrial wastes generated by an enterprise
shall be managed either by (a) self-cleaning and
disposal of the enterprise; or (b) commissioned cleaning
and disposal of a waste management organization that
duly owns a license issued by the relevant authority to
handle cleaning and disposal of industrial wastes.

According to Article 31 of the Waste Disposal Act,
an enterprise which produces chemical substances
must submit an industrial waste cleaning plan to the
local government for approval before it can start the
cleaning and disposal of its industrial wastes. When
there are changes in generation or disposal of industrial
wastes, the same procedure applies. Further, such
enterprise must submit periodical reports regarding
conditions of generation, storage, cleaning, disposal,
reuse, import, export, transit or trans-shipment of the
waste to local governments via the internet, using the
format prescribed by the Environmental Protection
Administration Executive Yuan (the “EPA"). For
reporting purposes, the enterprise must apply with the
EPA for a control number.

According to Article 36 of the Waste Disposal Act,
the methods and devices for storage, cleaning and
disposal of industrial wastes shall meet the regulations
prescribed by the EPA namely the Methods and Facilities
Standards for the Storage, Clearance and Disposal of
Industrial Waste (the “Standards”).
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Set forth below are the relevant requirements of the
Standards with respect to the storage of industrial

wastes:

Article 5

Article 6

Article 7

Hazardous industrial waste shall be
stored separately from general industrial
waste.

Methods for the storage of general
industrial waste shall comply with the
following regulations:

|. General industrial waste shall be
stored separately in accordance with the
characteristics of its major components.

Il. Storage locations, containers, and
facilities shall be kept clean and intact,
may not emit airborne, fugitive, or
seeping waste, may not pollute the
ground, and may not emit a noxious
odor.

[ll. Storage containers and facilities
shall be compatible with the waste they
contain; any incompatible waste shall
be stored separately.

V. Storage locations, containers, and
facilities shall be marked in Chinese in a
prominent place with the name of the
waste they contain.

Apart from biomedical waste sharp
implements and infectious waste the
storage of hazardous waste shall comply
with the following regulations:

|. Hazardous industrial waste shall be
stored separately in accordance with
hazardous industrial waste identification
methods or hazardous characteristics.
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Article 10

48

[I. Waste shall be sealed in fixed
packaging materials or containers,
placed within storage facilities, assigned
classification numbers, and marked
with labels indicating the name of
the waste-producing enterprise, the
storage date, quantity, composition,
and the characteristics of the hazardous
industrial waste type.

[ll. Storage containers and facilities
shall be compatible with the hazardous
industrial waste they contain to lessen
corrosion or attrition.

V. Storage containers and packing
materials shall be kept in good
condition, and shall be replaced
promptly if there is concern of serious
rusting, damage or leakage.

Storage shall be limited to one year.
Those who require an extension
shall apply for extension to the local
competent authority where the storage
facilities are located two months prior
to the deadline.

Extensions shall be limited to one time
and may not exceed one year.

Storage facilities shall be established
for general industrial waste according
to the characteristics of its major
components. Apart from those items
officially announced by the central
competent authority, general industrial
waste storage facilities shall also comply
with the following regulations:

|. There shall be equipment or measures
to prevent the inflow or infiltration
of surface water, rainwater, or
groundwater.

Il. There shall be equipment or measures
to collect waste liquids, waste gases
or noxious odors, etc., produced
by the facilities or to prevent them
from polluting surface water bodies,
groundwater bodies, air or soil.
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Article 11

Apart from biomedical waste sharp
implements and infectious waste the
storage of hazardous waste shall comply
with the following regulations:

|. The facilities shall contain dedicated
storage locations with firm floors and
surrounding corrosion resistant, water-
impermeable liners or structures.

Il. There shall be equipment or measures
to prevent the inflow or infiltration
of surface water, rainwater, or
groundwater.

[1l. There shall be equipment or
measures to collect waste liquids, waste
gases or noxious odors, etc., produced
by the facilities or prevent them
from polluting surface water bodies,
groundwater bodies, air or soil.

IV. There shall be accident prevention
equipment and warning signs with
white backgrounds, red characters,
and black frames posted in prominent
locations.

V. Underground storage containers shall
be equipped with fluid level inspection
and anti-leak measures and leak
detection systems.

VI. The facilities shall contain necessary
warning equipment, fire extinguishers,
emergency lighting, or an emergency
sprinkler system and safety equipment.
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VII. Facilities that hold flammable
industrial waste, reactive industrial
waste, or toxic chemical substances
which are designated by the Standards
for Defining Hazardous Waste shall
contain necessary monitoring equipment
to detect such waste types. This
monitoring equipment shall use the
standards for monitoring equipment
stipulated in the Toxic Chemical
Substances Control Act and the Labor
Safety and Health Law.

If an enterprise violates any of Articles 28, 31 or 36
of the Waste Disposal Act, a fine between NTD60,000
to NTD300,000 shall be imposed. In addition, the
violating enterprise shall cure such violation within a
specified period of time prescribed by the governmental
authority. Failure to do so will subject the violating
enterprise to be imposed of continuous daily fines.
Serious violators may be ordered to shut down its
operation or business.

PROSPECTS

As the year 2012 is drawing to a close, the economic
outlook for the year ahead remains to be uncertain.
Sovereign debt problems in Europe, the fiscal cliff
conundrum in the United States are amongst the main
factors posing continual risks and uncertainties to the
recovery and stability of major economies and financial
markets around the world, despite the loose monetary
measures taken by major central banks globally. At an
industry specific level, the photovoltaic industry and
particularly the polycrystalline silicon market continue to
be under pressure from a combination of an oversupply
issue from aggressive industry capacity expansion over
the past few years and weakening feed-in-tariff support
in Europe. The macro short term view is that the
industry will continue its current shakeout of weaker
players in the near term but with many polysilicon
manufacturers without long-term contract support
selling at a spot price below their cash costs, we should
be nearing an inflection point and should see a capacity
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reduction in the coming months as weaker players
continue the quicken the pace of shut down or exit the
industry.

In respect of the Group’'s polycrystalline silicon
bussiness, the Group is conservatively optimistic about
the future development of Sun Materials in the green
energy industry, and will be substantially engaged in
manufacturing and trading of polycrystalline silicon and
potential future expansion into downstream segments
of the photovoltaic industry.

The Group's future prospects would depend primarily
on the commencement of commercial production of
polycrystalline silicon by Sun Materials and the future
success of this business operation in the light of
prevailing market conditions in the solar energy and
polysilicon industries. As earlier mentioned a recycling
facility with additional enhanced production equipment
is currently being constructed to enable cost effective
and environmentally safe products can be produced
upon the launch of commercial production. The
progress of the construction of this facility is currently
underway and is progressing in line with plan generally.
The coming few months will be critical as far as
completion of the construction of the recycling facility
is concerned and the Group is continuously monitoring
the ongoing progress closely such that commercial
production can be successfully launched within our
anticipated timing in the first half of 2013.

On the other hand, the Group’s available financial
resources have been stretched to a less than satisfactory
level. The Company has been exploring various
initiatives to seek new funding as demonstrated by the
recent placement of new shares. Efforts to explore new
financing including a planned rights issue as well as
debt restructuring are ongoing with a view to restore
the Group’s financial position in due course.
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LIQUIDITY AND CAPITAL RESOURCES

During the Period, the Group primarily financed its
operations with internally generated cash flows,
other borrowing and by its internal resources and
shareholder’s equity. As at 30 September 2012,
net current liabilities of the Group amounted to
approximately HK$42.9 million (As at 31 March 2012:
net current assets of approximately HK$349.1 million)
with bank balances and cash of approximately HK$31.0
million (As at 31 March 2012: approximately HK$208.2
million).

In April 2012, the Company completed a capital
reorganisation which involved, among others,
shares consolidation of every 16 issued shares into
1 consolidated share, capital reduction and share
subdivision. Upon the said capital reorganisation
became effective on 26 April 2012, par value of the
shares of the Company has become HK$0.01 each from
HK$0.1 each. A credit arising from the capital reduction
of approximately HK$453.8 million is set off against the
accumulated loss of the Company. The authorised share
capital of the Company has become HK$2,000,000,000
divided into 200,000,000,000 shares of HK$0.01 each.
Details of the capital reorganisation are disclosed in the
announcement and the circular dated 6 March 2012
and 2 April 2012 respectively.

On 27 June 2012, the Company completed a placing of
57,084,736 new ordinary shares with net proceeds of
approximately HK$12.7 million, of which approximately
HK$11.7 million was used for the down payment
for the construction of the new facility building for
polycrystalline silicon’s business; and the remaining
balance of the net proceeds of approximately HK$1.0
million was utilised for the construction works of the
recycling facility of polycrystalline silicon’s business.
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As at 30 September 2012, the Group had secured
bank borrowings of approximately HK$67.0 million
(As at 31 March 2012: approximately HK$69.5
million), of which HK$24.5 million is a five-year term
loan and is denominated in Hong Kong Dollars and
approximately HK$42.5 million is a ten-year term loan
and is denominated in new Taiwan Dollars (NT$160
million). The bank borrowings carry variable interest
at prime rate in Hong Kong or local bank’s deposit
rate in Taiwan plus a spread ranging from 1.8% to
5% per annum. In addition, the Group had utilised
secured margin facilities of approximately HK$0.5
million as at 30 September 2012 (As at 31 March
2012: approximately HK$0.5 million). Furthermore,
the Company entered a loan facility agreement with
an independent financial institution in July 2012 with
a loan facility of HK$100 million obtained. The loan
facility is unsecured, at monthly interest rate of 1% per
month and repayable within six months from the date
of the loan agreement. As at 30 September 2012, the
Company utilised HK$40 million for the working capital
of the Group.

The Company issued convertible bonds with aggregate
principal amount of HK$1,450.0 million in connection
with the acquisition of 50.1% interest in Sun Mass
Group in July 2011. The convertible bonds due in July
2014, with 5% per annum coupon interest rate payable
semi-annually, are convertible into ordinary shares
of the Company at a conversion price of HK$8 per
share (adjusted upon capital reorganisation effected
on 26 April 2012). With principal amount of HK$31.0
million was converted into ordinary shares of the
Company in August 2011, the aggregate principal
amount of HK$1,419.0 million was outstanding as at
30 September 2012 (As at 31 March 2012: HK$1,419.0
million). During the Period, an aggregated interest
paid was approximately HK$35.3 million (2011:
approximately HK$35.9 million).
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The Company issued consideration bonds with
aggregate principal amount of HK$1,750.0 million
as part of the consideration for the acquisition of
the remaining 49.9% interest in Sun Mass Group in
January 2012. The consideration bonds due in January
2014 with 2.5% per annum coupon interest rate
payable quarterly. With aggregated principal amount of
HK$320.0 million was redeemed during the Period, the
aggregate principal amount of HK$1,330.0 million was
outstanding as at 30 September 2012 (As at 31 March
2012: HK$1,650.0 million). During the Period, an
aggregated interest paid was approximately HK$19.5
million. (2011: approximately HK$0.4 million)

The total deficit of the Group as at 30 September 2012
was approximately HK$1,101.3 million (As at 31 March
2012: total equity was approximately HK$1,231.2
million). Gearing ratio calculated on the basis of the
Group’s total debts (interest-bearing bank and other
borrowings plus convertible bonds and consideration
bonds) over shareholders’ funds was (211.2%) (As at
31 March 2012: 193.7%).
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INTERIM DIVIDEND

The Board does not recommend the payment of
an interim dividend for the six months ended 30
September 2012 (2011: Nil).

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'’S LISTED SECURITIES

Save for the placing of new ordinary shares with par
value of HK$0.01 each on 27 June 2012, there was no
purchase, sale or redemption by the Company or any of
its subsidiaries of the Company’s listed securities during
the six months ended 30 September 2012.

DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

No contracts of significance to which the Company
or any of its subsidiaries was a party and in which
a director of the Company had a material interest,
whether directly or indirectly, subsisted at the end of
the period or during the Period.
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DIRECTORS’ INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND DEBENTURES

As at 30 September 2012, the interests and short
positions of the directors and chief executives of
the Company in the shares, underlying shares and
debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFO")) as
recorded in the register maintained by the Company
pursuant to Section 352 of the SFO or otherwise
notified to the Company and the Stock Exchange
pursuant to the Model Code set out in Appendix 10 to
the Listing Rules as adopted by the Company, were as
follows:

Interests in the Company

Number of
Name of director Caéacity shares held
EEfR g BRHAHE
Mr. Peter Temple Whitelam Beneficial Owner 78,125
Peter Temple Whitelam %4 EREBA
Mr. Lo Yuen Wa Peter Beneficial Owner 156,250
ETERE BEREBA
Dr. Chuang, Henry Yueheng* Beneficial Owner —
HREBL EREAA
Mr. Eddie Woo Beneficial Owner —
HEREE ERERA
Dr. Wu Yi-Shuen Beneficial Owner 17,797,250
RN Bil
* Dr. Chuang, Henry Yueheng resigned as non-executive director of the Company

with effect from 14 November 2012.

Save as disclosed above, as at 30 September 2012,
none of the directors nor their associates had any
interests or short positions in the shares and underlying
shares of the Company or any of its associated
corporations as recorded in the register required to
be kept under Section 352 of the SFO or which were
required to be notified to the Company and the Stock
Exchange pursuant to the Listing Rules.
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INTERESTS AND SHORT POSITIONS OF
SHAREHOLDERS DISCLOSEABLE UNDER THE SFO

As at 30 September 2012, other than the interests of
the directors and chief executives of the Company as
disclosed above, shareholders who had interests or
short positions in the shares or underlying shares of the
Company of 5% or more which fell to be disclosed to
the Company under Part XV of the SFO, or which were
recorded in the register to be kept by the Company
under Section 336 of the SFO, were as follows:

Interest in the Shares and underlying Shares - long

positions

Number of
ordinary
Shares held
Name of Shareholder i
REL LERYE
Mr. Andrew Liu —
BEmEE
SPARX Asia Capital Management —
Limited
PMA Emerging Opportunities Fund —
SPC
Mr, Tung Sun Tat Clement —
EHERE
Ms. Mak Siu Hang Viola —
BBt
STI Wealth Management (Cayman) —
Limited
VMS Private Investment Partners I —
Limited
Mr. Chang Wen-Shan 32,481,250
RXL%
Mr. Yang Huai Jin 22,131,288
HEELE

Improve Forevgr Investments Limited 22,131,288
ﬁ]ote 1) (K1)

Note 1:
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Deemed
interests in
number of

62,500,000

48,750,000

48,750,000

48,750,000

48,750,000

48,750,000

48,750,000

Total

st
62,500,000
48,750,000
48,750,000
48,750,000
48,750,000
48,750,000
48,750,000
32,481,250

22,131,288

22,131,288

Improve Forever Investments Limited is wholly owned by Mr. Yang Huai Jin.
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gepgflcial owner 18.25%
EnEEA
Investment manager 14.23%
REEE
Beneficial owner 14.23%
ERkAA
Interest of a controlled corporation 14.23%
S EEER
Trustee 14.23%
ZEEA
Interest of a controlled corporation 14.23%
Rt EE R
Beneficial owner 14.23%
EnfEEA
geeppﬂcial owner 9.48%
EREBA
Interest of a gpo\r)trolled corporation 6.46%
S EEER
Beneficial owner 6.46%
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Improve Forever Investments Limited
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Save as disclosed above, as at 30 September 2012, the
Company had not been notified by any person (other
than the directors and chief executives of the Company)
who had interests or short positions in the shares and
underlying shares of the Company which fell to be
disclosed to the Company under Part XV of the SFO or
which were recorded in the register required to be kept
by Company under Section 336 of the SFO.

CHARGE OF ASSETS

As at 30 September 2012, margin facilities of
approximately HK$10.1 million (As at 31 March 2012:
approximately HK$63.2 million) from one regulated
securities broker (As at 31 March 2012: four regulated
securities brokers) were granted to the Group under
which financial assets at fair value through profit or
loss of approximately HK$22.5 million (As at 31 March
2012: approximately HK$154.8 million) were treated
as collateral for the facilities granted. Aggregate of
approximately HK$0.5 million (As at 31 March 2012:
approximately HK$0.5 million) facilities were utilised
and the carrying amount of the financial assets at fair
value through profit or loss charged under the utilised
facilities to a securities broker is approximately HK$22.5
million (As at 31 March 2012: approximately HK$21.8
million).
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As at 30 September 2012, buildings in Taiwan with
carrying amount of approximately HK$24.1 million
(NT$90.5 million) (As at 31 March 2012: approximately
HK$81.4 million (NT$310.0 million)) and buildings in
Hong Kong with carrying amount of approximately
HK$81.4 million (As at 31 March 2012: approximately
HK$77.7 million) were pledged to secure bank
borrowings of approximately HK$42.5 million (NT$160
million) and HK$24.5 million respectively (As at 31
March 2012: approximately HK$42.0 million (NT$160
million) and HK$27.5 million).

Furthermore, the Group had a restricted bank deposit,
approximately HK$5.6 million (NT$21.0 million) as at 30
September 2012 (As at 31 March 2012: approximately
HK$5.5 million (NT$20.9 million)), placed to secure
the lease agreement in relation to the land located in
Taiwan.

CONTINGENT LIABILITIES

The Company and the Group had not provided
corporate guarantee to its subsidiaries or other parties
and did not have other contingent liabilities as at 30
September 2012 (As at 31 March 2012: Nil).
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SHARE-BASED PAYMENTS
2003 Option Scheme

The Company’s share option scheme (the”2003 Option
Scheme”) was adopted pursuant to a resolution passed
by the shareholders of the Company on 21 August
2003. The purpose is to providing incentives to eligible
participants. During the Period, no options is granted
and exercised under the 2003 Option Scheme. As at
30 September 2012, the outstanding option shares
is 39,062 (As at 31 March 2012: 625,000 option
shares outstanding) which has been adjusted upon the
Company’s capital reorganisation took effective on 26
April 2012.

Option Deed

As disclosed in the announcement dated 29 August
2011, the company entered into option deeds (the
“Option Deed”) with each of the grantees pursuant to
which the Company conditionally agreed to grant share
options, which are convertible into the Company’s
ordinary shares of HK$0.1 each of up to 730,000,000,
at a price of HK$0.4 each share option (subject to
adjustments). As disclosed in the announcement dated
25 April 2012, the price was adjusted to HK$6.4 each
share option upon the Company’s capital reorganisation
took effective on 26 April 2012. During the Period, no
Option Deeds is vested.

Details of the movements of the 2003 Option Scheme
and Option Deed during the Period are set out in note
18 to the condensed consolidated financial statements.
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CURRENCY RISK MANAGEMENT

The majority of the Group’s assets are held in Hong
Kong Dollars with no material foreign exchange
exposure. The Group’s manufacturing business has
its overseas market, which alone accounts for around
HK$60.1 million of the Group’s sales turnover.
Furthermore, the Group also engaged in solar grade
polycrystalline silicon business in Taiwan, United Stated
Dollar ("US$"”) will be expected to be the functional
currency, no income is yet to be recorded during
the Period. In safeguarding the volatile Euro Dollars
currency risk, the management has chosen to adopt
a more prudent sales policy by mainly accepting US$
quoted sale orders, which in turn the management
can maintain a stable currency exchange condition
for normal trading business development. During the
Period, the directors are of the view that the Group’s
exposure to exchange rate risk is not material, and will
continue to monitor it.

EMPLOYEES AND REMUNERATION POLICY

As at 30 September 2012, the Group employed
approximately 412 employees, around 72.6% and
14.3% of them were employed in the PRC for
the manufacturing business and in Taiwan for the
manufacturing of solar grade polycrystalline silicon
business respectively. The remuneration policy of the
Group is to reward its employees with reference to their
qualifications, experience and work performance as well
as to market benchmarks. Employee benefits include
medical insurance coverage, mandatory provident fund
and share option scheme. Total staff costs for the six
months ended 30 September 2012, including director’s
emoluments, amount to approximately HK$24.7 million.
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EVENTS AFTER THE REPORTING PERIOD

As disclosed in the announcement dated 5 October
2012, the Company offered to grant an aggregate of
28,540,000 share options to subscribe for the new
ordinary shares of HK$0.01 each in the share capital
of the Company under the share option scheme of the
Company to certain eligible participants, at an exercise
price of HK$0.204 each. 28,540,000 share options
were fully exercised on 9 October 2012.

As disclosed in the announcement dated 8 November
2012, the Company entered into the placing agreement
pursuant to which the placing agent has conditionally
agreed to place a total of 68,501,684 new ordinary
shares of HK$0.01 each on a fully underwritten basis,
to not less than six placees, at a price of HK$0.17 per
share, under the Company’s general mandate. The
gross proceeds from the placing was approximately
HK$11.6 million and the net proceeds from the placing
was approximately HK$11.1 million which was used for
general working capital of the Group.

On 21 November 2012, the Group was granted a two-
year revolving loan facility of HK$500.0 million (the
“Facility”) from an independent third party. The Facility
is secured by the shares of Sun Mass Energy Limited
with a valuation of Sun Mass Group of not less than
HK$750.0 million (USD96.2 million) and bearing an
interest of the prime rate as quoted by Chong Hing
Bank Limited from time to time plus 5% per annum.
Interest is payable on a monthly basis. An aggregated
amount of HK$415.0 million was utilised for repayment
of various debts.
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As disclosed in the announcement dated 22 November
2012, a wholly-owned subsidiary of the Company and
an independent third party entered into a conditional
sales and purchase agreement in respect of the sale
of shares of Smart Style Investments Limited which
is a wholly-owned subsidiary of the Company. The
consideration is HK$88.0 million. The transaction is
subject to shareholder’s approval and the circular is
expected to be dispatched in December 2012.

AUDIT COMMITTEE

The Audit Committee is principally responsible for
reviewing and supervising the Group’s financial
reporting process and internal control system and
providing advice and recommendations to the Board
of the Company. The Audit Committee comprises
three INEDs of the Company, namely Mr. Frank
H. Miu (as the chairman of the Audit Committee),
Dr. Agustin V. Que and Mr. Robert James laia Il. The
revised terms of reference of the Audit Committee are
consistent with the terms set out in the relevant section
of the Corporate Governance Code and Corporate
Governance Report (the “Code”) contained in Appendix
14 of the Listing Rules.

The interim financial information of the Company for
the six months ended 30 September 2012 has not
been audited, but has been reviewed by the Audit
Committee. The Audit Committee has reviewed
with the management the accounting principles and
practices adopted by the Group, legal and compliance
and discussed internal controls, risk management and
financial reporting matters including the review of the
unaudited interim condensed consolidated financial
statements of the Group for the six months ended 30
September 2012.
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CORPORATE GOVERNANCE

The Board considers that good corporate governance
practices of the Company are crucial to the smooth and
effective operation of the Group and safeguarding the
interests of the shareholders and other stakeholders.
The Company has compiled with the code provisions
which set out in the Code during the six months ended
30 September 2012 except for the following deviations
from a code provision with considered reasons are
given below:

Code Provision A.4.1 stipulates that non-executive
directors should be appointed for a specific term,
subject to re-election.

All of the non-executive directors of the Company are
not appointed for specific terms but they are subject
to retirement by rotation and re-election at the annual
general meetings of the Company. Pursuant to the
clause 87(1) of the Company’s Bye-laws, each director
shall be subject to retirement by rotation at least once
every three years at the annual general meeting. This
means that the terms of appointment of the directors,
including INEDs, cannot exceed three years. As such,
the Company considers that sufficient measures have
been taken to ensure that the Company’s corporate
governance is no less exacting than those in the Code.

COMPLIANCE WITH THE MODEL CODE

The Company has adopted the Model Code set out in
Appendix 10 to the Listing Rules as the code of conduct
regarding securities transactions by directors. Having
made specific enquiries of all directors, all directors
confirm that they have complied with the required
standard as set out in the Model Code throughout the
six months ended 30 September 2012.

By Order of the Board
MASCOTTE HOLDINGS LIMITED
Lo Yuen Wa Peter

Managing Director

Hong Kong, 29 November 2012

*  For identification only
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