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Approximate date of commencement of proposed sale to the public: From time to time after the effective date of
this registration statement, as determined by market conditions and other factors.

If the only securities being registered on this Form are being offered pursuant to dividend or interest reinvestment
plans, please check the following box o.

If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to
Rule 415 under the Securities Act of 1933, please check the following box. p

If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act,
please check the following box and list the Securities Act registration statement number of the earlier effective
registration statement for the same offering. o

If this Form is a post-effective amendment filed pursuant to Rule 462 under the Securities Act, check the following
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If this Form is a registration statement pursuant to General Instruction I.C. or a post-effective amendment thereto that
shall become effective upon filing with the Securities and Exchange Commission pursuant to Rule 462(e) under the
Securities Act, check the following box. p

If this Form is a post-effective amendment to a registration statement pursuant to General Instruction I.C. filed to
register additional securities or additional classes of securities pursuant to Rule 413(b) under the Securities Act, check

the following box. o

CALCULATION OF REGISTRATION FEE

Proposed Proposed
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Title of Each Class of Securities To Be Registered Registered(3) Unit(3) Price(3)
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Registration
Fee(3)
Ordinary shares, par value US$0.01 per share(1)(2)
Preferred shares
Depositary shares
Debt securities
Warrants

(1) Includes (i) ordinary shares initially offered and sold outside the United States that may be resold from time to
time in the United States either as part of their distribution or within 40 days after the later of the effective date of
this registration statement and the date the shares are first bona fide offered to the public and (ii) ordinary shares
that may be purchased by the underwriters pursuant to an over-allotment option. These ordinary shares are not
being registered for the purposes of sales outside of the United States.

(2) American depositary shares issuable upon deposit of the ordinary shares registered hereby have been registered
under a separate registration statement on Form F-6 (Registration No. 333-142852). Each ADS represents one
ordinary share.

(3) An indeterminate aggregate number of securities is being registered as may from time to time be sold at
indeterminate prices. In accordance with Rules 456(b) and 457(r), the Registrant is deferring payment of all of the
registration fee.
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PROSPECTUS

Yingli Green Energy Holding Company Limited

ORDINARY SHARES
PREFERRED SHARES
DEPOSITARY SHARES

DEBT SECURITIES
WARRANTS

We may offer and sell in any combination from time to time in one or more offerings of ordinary shares, preferred
shares, depositary shares, debt securities or warrants. The debt securities and warrants may be convertible into or
exercisable or exchangeable for our ordinary shares, preferred shares, depository shares or our other securities. This
prospectus provides you with a general description of the securities we may offer.

Each time we sell securities we will provide a supplement to this prospectus that contains specific information about
the offering and the terms of the securities. The supplement may also add, update or change information contained in
this prospectus. You should carefully read this prospectus and any supplement before you invest in any of our
securities.

We may sell the securities described in this prospectus and any prospectus supplement to or through one or more
underwriters, dealers and agents, or directly to purchasers, or through a combination of these methods, on a
continuous or delayed basis. The names of any underwriters will be included in the applicable prospectus supplement.

Investing in our securities involves risks. See the Risk Factors section contained in the applicable prospectus
supplement and in the documents we incorporate by reference in this prospectus to read about factors you
should consider before investing in our securities.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or passed upon the accuracy or completeness of this prospectus. Any
representation to the contrary is a criminal offense.

We may offer the securities independently or together in any combination for sale directly to purchasers or through
underwriters, dealers or agents to be designated at a future date. See Underwriting. If any underwriters, dealers or
agents are involved in the sale of any of the securities, their names, and any applicable purchase price, fee,
commission or discount arrangements between or among them, will be set forth, or will be calculable from the
information set forth, in the applicable prospectus supplement.

November 28, 2008
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ABOUT THIS PROSPECTUS

You should read this prospectus and any prospectus supplement together with the additional information described
under the heading Where You Can Find More Information About Us and Incorporation of Documents by Reference.

This prospectus is part of an automatic shelf registration statement that we filed with the United States Securities and
Exchange Commission, or the SEC, asa well-known seasoned issuer as defined in Rule 405 under the Securities Act
of 1933, as amended, or the Securities Act, using a shelf registration process. By using a shelf registration statement,
we may sell any combination of our ordinary shares, preferred shares, depositary shares, debt securities and warrants
from time to time and in one or more offerings. This prospectus only provides you with a summary description of our
ordinary shares. Each time we sell securities, we will provide a supplement to this prospectus that contains specific
information about the securities being offered (if other than ordinary shares and ADSs) and the specific terms of that
offering. The supplement may also add, update or change information contained in this prospectus. If there is any
inconsistency between the information in this prospectus and any prospectus supplement, you should rely on the
prospectus supplement. Before purchasing any securities, you should carefully read both this prospectus and any
supplement, together with the additional information described under the heading Where You Can Find More
Information and Incorporation of Documents by Reference.

You should rely only on the information contained or incorporated by reference in this prospectus and in any
prospectus supplement. We have not authorized any other person to provide you with different information. If anyone
provides you with different or inconsistent information, you should not rely on it. We will not make an offer to sell
these securities in any jurisdiction where the offer or sale is not permitted. You should assume that the information
appearing in this prospectus and the applicable supplement to this prospectus is accurate as of the date on its
respective cover, and that any information incorporated by reference is accurate only as of the date of the document
incorporated by reference, unless we indicate otherwise. Our business, financial condition, results of operations and
prospects may have changed since those dates.

No representation, warranty or undertaking, express or implied, is made and no responsibility or liability is accepted
by the trustee as to the accuracy or completeness of the information included or incorporated by reference in this
prospectus or any other information supplied in connection with the securities.
In this prospectus, unless otherwise indicated or unless the context otherwise requires,
We, us our and ourcompany referto Yingli Green Energy Holding Company Limited, a company incorpor:
in the Cayman Islands, all direct and indirect consolidated subsidiaries of Yingli Green Energy Holding
Company Limited, and our predecessor, Tianwei Yingli, and its consolidated subsidiary, unless the context
otherwise requires or as otherwise indicates;
ADRs are to the American depositary receipts, which, if issued, evidence our ADSs;

ADSs are to our American depositary shares, each of which represents one ordinary share;

China andthe PRC are to the People s Republic of China, excluding, for the purposes of this prospectus only,
Taiwan and the special administrative regions of Hong Kong and Macau;

RMB and Renminbi are to the legal currency of China;

Table of Contents 7



Edgar Filing: YINGLI GREEN ENERGY HOLDING CO LTD - Form F-3ASR

shares and ordinary shares are to our ordinary shares, par value US$0.01 per share; and
$ , US$ and U.S.dollars are to the legal currency of the United States.

This prospectus contains translations of certain Renminbi amounts into U.S. dollar amounts at specified rates. All
translations from Renminbi amounts to U.S. dollar amounts were made at the noon buying rate in The City of New
York for cable transfers in Renminbi per U.S. dollar as certified for customs purposes by the Federal Reserve Bank of
New York. Unless otherwise stated, the translation of Renminbi amounts into U.S. dollar amounts has been made at
the noon buying rate in effect on June 30, 2008, which was RMB 6.8591 to US$1.00. We make no representation that
the Renminbi or U.S. dollar amounts referred to in this prospectus could have been or could be converted into

U.S. dollars or Renminbi, as the case may be, at any particular rate or at all. On November 26, 2008, the noon buying
rate was RMB6.8282 to US$1.00.
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WHERE YOU CAN FIND MORE INFORMATION ABOUT US

We are subject to periodic reporting and other informational requirements of the Securities Exchange Act of 1934, as
amended, or the Exchange Act, as applicable to foreign private issuers. Accordingly, we are required to file reports,
including annual reports on Form 20-F, and other information with the SEC. All information filed with the SEC is
available through the SEC s Electronic Data Gathering, Analysis and Retrieval system, which may be accessed through
the SEC s website at www.sec.gov. Information filed with the SEC may also be inspected and copied at the public
reference room maintained by the SEC at 100 F Street, N.E., Washington, D.C. 20549. You can request copies of

these documents from the SEC upon payment of a duplicating fee. Please visit the SEC s website or call the SEC at
1-800-732-0330 for further information on the SEC s public reference room.

Our website address is http://www.yinglisolar.com. The information on our website, however, is not, and should not
be deemed to be, a part of this prospectus.

This prospectus and any prospectus supplement are part of a registration statement that we filed with the SEC and do
not contain all of the information in the registration statement. The full registration statement may be obtained from
the SEC or us, as indicated below. Forms of the indenture and other documents establishing the terms of the offered
securities are filed as exhibits to the registration statement. Statements in this prospectus or any prospectus supplement
about these documents are summaries and each statement is qualified in all respects by reference to the document to
which it refers. You should refer to the actual documents for a more complete description of the relevant matters. You
may inspect a copy of the registration statement at the SEC s public reference room as well as through the SEC s
website.

As a foreign private issuer, we are exempt under the Exchange Act from, among other things, the rules prescribing the
furnishing and content of proxy statements, and our executive officers, directors and principal shareholders are exempt
from the reporting and short-swing profit recovery provisions contained in Section 16 of the Exchange Act. In
addition, we are not required under the Exchange Act to file periodic reports and financial statements with the SEC as
frequently or as promptly as U.S. companies whose securities are registered under the Exchange Act. However, we
intend to furnish the depositary with our annual reports, which will include a review of operations and annual audited
consolidated financial statements prepared in conformity with U.S. GAAP, and all notices of shareholders meeting
and other reports and communications that are made generally available to our shareholders. The depositary will make
such notices, reports and communications available to holders of the offered securities and, upon our request, will
mail to all record holders of the offered securities the information contained in any notice of a shareholders meeting
received by the depositary from us.
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INCORPORATION OF DOCUMENTS BY REFERENCE

The SEC allows us to incorporate by reference the information we file with them. This means that we can disclose
important information to you by referring you to those documents. Each document incorporated by reference is
current only as of the date of such document, and the incorporation by reference of such documents shall not create
any implication that there has been no change in our affairs since the date thereof or that the information contained
therein is current as of any time subsequent to its date. The information incorporated by reference is considered to be a
part of this prospectus and should be read with the same care. When we update the information contained in
documents that have been incorporated by reference by making future filings with the SEC, the information
incorporated by reference in this prospectus is considered to be automatically updated and superseded. In other words,
in the case of a conflict or inconsistency between information contained in this prospectus and information
incorporated by reference into this prospectus, you should rely on the information contained in the document that was
filed later.

We incorporate by reference the following documents:

our annual report on Form 20-F for the fiscal year ended December 31, 2007 filed with the SEC on April 28,
2008; and

all our future annual reports on Form 20-F and any report on Form 6-K that we indicate is being incorporated
by reference, in each case, that we file with the SEC on or after the date on which the registration statement is
first filed with the SEC and until all of the securities offered by this prospectus are sold.

Copies of all documents incorporated by reference in this prospectus, other than exhibits to those documents unless
such exhibits are specially incorporated by reference in this prospectus, will be provided at no cost to each person,
including any beneficial owner, who receives a copy of this prospectus on the written or oral request of that person
made to:

No. 3055 Middle Fuxing Road
Baoding 071051
People s Republic of China
Telephone number: (86 312) 8929-500
Attention: Chief Financial Officer

You should rely only on the information that we incorporate by reference or provide in this prospectus. We have not
authorized anyone to provide you with different information. We are not making any offer of these securities in any
jurisdiction where the offer is not permitted. You should not assume that the information in this prospectus is accurate
as of any date other than the date on the front of those documents.

3
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS
This prospectus, the accompanying prospectus supplement and documents incorporated by reference herein and
therein contain forward-looking statements within the meaning of the safe harbor provisions of the Private Securities
Litigation Reform Act of 1995. The forward-looking statements relate to our current expectations and views of future
events. These statements relate to events that involve known and unknown risks, uncertainties and other factors,
including those listed under Risk Factors , all of which are difficult to predict and many of which are beyond our
control, which may cause our actual results, performance or achievements to be materially different from any future
results, performances or achievements expressed or implied by the forward-looking statements.
In some cases, these forward-looking statements can be identified by words or phrases such as may , will , expect ,
anticipate , aim , estimate , intend , target , plan , believe , potential , continue , is/are likely to or other
We have based these forward-looking statements largely on our current expectations and projections about future
events and financial trends that we believe may affect our financial condition, results of operations, business strategy
and financial needs. These forward-looking statements include, among other things, statements relating to:
our expectations regarding the worldwide demand for electricity and the market for solar energy;

our beliefs regarding the effects of environmental regulation, lack of infrastructure reliability and long-term
fossil fuel supply constraints;

our beliefs regarding the inability of traditional fossil fuel-based generation technologies to meet the demand
for electricity;

our beliefs regarding the importance of environmentally friendly power generation;

our expectations regarding governmental support for the deployment of solar energy;

our beliefs regarding the acceleration of adoption of solar technologies;

our expectations regarding advancements in our technologies and cost savings from such advancements;
our beliefs regarding the competitiveness of our photovoltaic, or PV, products;

our beliefs regarding the advantages of our business model;

our expectations regarding the scaling of our manufacturing capacity;

our expectations regarding entering into or maintaining joint venture enterprises, proposed acquisitions and
other strategic investments;

our expectations regarding revenue growth and our ability to achieve profitability resulting from increases in
our production volumes;

our expectations regarding our ability to secure raw materials in the future;

our expectations regarding the price trends of PV modules and polysilicon;
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our beliefs regarding our ability to successfully implement our strategies;

our beliefs regarding our abilities to secure sufficient funds to meet our cash needs for our operations, capacity
expansion and proposed acquisitions;

our future business development, results of operations and financial condition; and

competition from other manufacturers of PV products, other renewable energy systems and conventional
energy suppliers.

This prospectus also contains data related to the PV market worldwide and in China. These market data, including
market data from Solarbuzz, a third-party solar energy research and consulting firm, include projections that are based
on a number of assumptions. The PV market may not grow at the rates projected by the market data, or at all. The
failure of the PV market to grow at the projected rates may have a material adverse effect on our business

4
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and the value of our ADSs or other securities offered hereby. In addition, the rapidly changing nature of the PV
market subjects any projections or estimates relating to the growth prospects or future condition of our market to
significant uncertainties. If any one or more of the assumptions underlying the market data turns out to be incorrect,
actual results may differ from the projections based on these assumptions. You should not place undue reliance on
these forward-looking statements.

The forward-looking statements made in this prospectus relate only to events or information as of the date on which
the statements are made in this prospectus. Except as required by law, we undertake no obligation to update or revise
publicly any forward-looking statements, whether as a result of new information, future events or otherwise, after the
date on which the statements are made or to reflect the occurrence of unanticipated events. You should read this
prospectus completely and with the understanding that our actual future results may be materially different from what
we expect.
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OUR COMPANY

We are one of the leading vertically integrated photovoltaic, or PV, product manufacturers in the world. We design,
manufacture and sell PV modules, and design, assemble, sell and install PV systems that are connected to an
electricity transmission grid or those that operate on a stand-alone basis. With an overall annual manufacturing
capacity of 400 megawatts for each of polysilicon ingots and wafers, PV cells and PV modules as of the date of this
prospectus, we believe we are currently one of the largest manufacturers of PV products in the world as measured by
annual manufacturing capacity.

We believe we are one of the few large-scale PV companies in the world to have adopted a vertically integrated
business model. Except for the production of polysilicon materials that are used to manufacture polysilicon ingots and
wafers, our products and services substantially cover the entire PV industry value chain, ranging from the manufacture
of multicrystalline polysilicon ingots and wafers, PV cells and PV modules to the manufacture of PV systems and the
installation of PV systems. In November 2008, we entered into a binding letter of intent to acquire Cyber Power
Group Limited, or Cyber Power, a development stage enterprise that plans to produce solar-grade polysilicon. Our
end-products include PV modules and PV systems in different sizes and power outputs. We sell PV modules under
our own brand name, Yingli, to PV system integrators and distributors located in various markets around the world,
including Germany, Spain, Italy, France, the United States, South Korea, Belgium and China.

Historically, we have sold and installed PV systems in the western regions of China where substantial
government-subsidized, rural electrification projects are underway. We also sell PV systems to mobile
communications service providers in China for use across China and plan to export our PV systems into major
international markets such as Germany, Spain, Italy and the United States. In addition, in order to promote the export
of our PV systems, we have participated in the design and installation of large PV system projects undertaken by our
customers overseas.
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RISK FACTORS

Please see the factors set forth under the heading Item 3. Key Information D. Risk Factors in our most recently filed
annual report on Form 20-F, which is incorporated in this prospectus by reference, and, if applicable, the factors set
forth under the heading Risk Factors in any accompanying prospectus supplement before investing in any securities
that may be offered pursuant to this prospectus.
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USE OF PROCEEDS
We intend to use the net proceeds from the sale of the securities as set forth in the applicable prospectus supplement.

8
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RATIO OF EARNINGS TO FIXED CHARGES

The following table sets forth our ratio of earnings to fixed charges on a historical basis for the periods indicated. For
purposes of determining the ratio of earnings to fixed charges, earnings consist of the total of the following: (i) pre-tax
income from continuing operations, (ii) fixed charges, and (iii) amortization of capitalized interest minus interest
capitalized. Fixed charges are defined as the sum of the following: (i) interest expensed and capitalized, and

(i1) amortization of debt issuance costs and discounts.

Predecessor Yingli Green Energy
For the For the
Period Period
from from For the
January 1, August 7, Year For the
2006
For the Year Ended 2006 through  through Ended Six Months
December 31, September 4, December 31,December 31, Ended
June 30,
2003 2004 2005 2006 2006 2007 2008
Ratio of earnings to fixed
charges 1.2 2.2 7.9 9.8 4.7 7.7 8.4
9
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SELECTED CONSOLIDATED FINANCIAL AND OPERATING DATA

The following tables present the selected consolidated financial data of us and our predecessor, Tianwei Yingli. You
should read this information together with the consolidated financial statements and related notes included or
incorporated by reference in this prospectus and information under Operating and Financial Review and Prospects
included in our annual report on Form 20-F for the fiscal year ended December 31, 2007, which is incorporated by
reference in this prospectus, and under Management s Discussion and Analysis of Financial Condition and Results of
Operations for six months ended June 30, 2008 included elsewhere in this prospectus. The historical results are not
necessarily indicative of results to be expected in the future.

Yingli Green Energy was incorporated on August 7, 2006. For the period from August 7, 2006 (date of inception)
through September 4, 2006, Yingli Green Energy did not engage in any business or operations. On September 5, 2006,
Yingli Group Co., Ltd., or Yingli Group, an entity controlled by Mr. Liansheng Miao, our chairperson and chief
executive officer, who also controls our controlling shareholder, Yingli Power, transferred its 51% equity interest in
Tianwei Yingli to Yingli Green Energy. As Yingli Group and we were entities under common control at the time of
the transfer, the 51% equity interest in Tianwei Yingli were recorded by us at the historical cost to Yingli Group,
which approximated the historical carrying values of the assets and liabilities of Tianwei Yingli. For financial
statements reporting purposes, Tianwei Yingli is deemed to be our predecessor for periods prior to September 5, 2006.

The selected consolidated statement of income data and other consolidated financial data for the year ended
December 31, 2005 and for the period from January 1, 2006 through September 4, 2006 have been derived from the
audited consolidated financial statements of our predecessor, Tianwei Yingli, included in our annual report on

Form 20-F for the fiscal year ended December 31, 2007. The selected consolidated statement of income data (other
than U.S. dollar translation and per ADS data) and other consolidated financial data for the period from August 7,
2006 (date of inception) through December 31, 2006 and for the year ended December 31, 2007 and the selected
consolidated balance sheet data (other than U.S. dollar translation data) as of December 31, 2006 and 2007 have been
derived from our audited consolidated financial statements included in our annual report on Form 20-F for the fiscal
year ended December 31, 2007. The selected consolidated statement of income data (other than per ADS data) and
other consolidated financial data for the six months ended June 30, 2007 and 2008 and the selected consolidated
balance sheet data as of June 30, 2008 have been derived from our unaudited condensed consolidated financial
statements included elsewhere in this prospectus. We have prepared the unaudited condensed consolidated financial
statements on the same basis as the audited consolidated financial statements. The unaudited financial information
includes all adjustments, consisting only of normal and recurring adjustments, that we consider necessary for a fair
presentation of our financial position and operating results for the periods presented. The unaudited results for the six
months ended June 30, 2008 may not be indicative of our results for the full year ending December 31, 2008. The
consolidated financial statements of each of Yingli Green Energy and Tianwei Yingli have been prepared in
accordance with U.S. GAAP.

The selected consolidated statement of income data and other consolidated financial data for the years ended
December 31, 2003 and 2004 and the selected consolidated balance sheet data as of December 31, 2003, 2004 and
2005 have been derived from Tianwei Yingli s audited consolidated financial statements not included or incorporated
by reference in this prospectus.

10
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For the Year Ended December 31, September 4, December 31,
2004
RMB

(In thousands)

2003
RMB

22,977
6,631

4,324
(192)

(1,441)
14
2,942

120,483
25,180

13,744
(6,411)

(1,221)

6,089

Predecessor

(1) (1,812)

2005
RMB

361,794
108,190

83,675
(5,278)

2,165

76

Table of Contents

(12,736)

36

65,954

For the
Period
For the from
Period
from August 7,
January 1, 2006
2006
through through
2006 2006
RMB RMB
883,988 754,793
272,352 179,946
234,631 132,288
(22,441) (25,789)
(3,406) (4,693)
(3,908)
(22,546) (22,968)
76 (45,285)
186,223 30,017
23,048
0.36
0.36
0.36
0.36
Predecessor
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Yingli Green Energy
For the Year Ended For the Six Months E
December 31, June 30,
2007 2007 200
RMB US$ RMB RMB

(In thousands, except per share and ADS data)

4,059,323
956,840

679,543
(64,834)

(32,662)

(12,928)
(192,612)
389,020

335,869

3.00
2.89
3.00

2.89

591,816 1,329,663
139,499 294,374
99,072 188,544
(9,452) (39,419)
(4,762) (17,523)
(1,885) 777
(28,081) (60,960)
56,716 71,586
48,967 18,435
0.44 0.19
0.42 0.18
0.44 0.19
0.42 0.18
Yingli Green Energy

3,582,039
904,037

678,373
(69,118)

(1,894)

2,303

(188,779)
430,732

430,732

3.38

3.32

3.38

3.32

19



Edgar Filing: YINGLI GREEN ENERGY HOLDING CO LTD - Form F-3ASR

For the
Period For the
from Period
from For the
January 1, August7, Year
2006 2006
For the Year Ended through through Ended For the
Six Months Ended
December 31, September 4December 3Dgcember 31, June 30,
2003 2004 2005 2006 2006 2007 2007 2008
(In percentages) (In percentages)
Other Consolidated
Financial Data
Gross profit margin®  28.9% 20.9% 29.9% 30.8% 23.8% 23.6% 22.1% 25.2%
Operating profit
margin® 18.8% 11.4% 23.1% 26.5% 17.5% 16.7% 14.2% 18.9%
Net profit margin® 12.8% 5.1% 18.2% 21.1% 4.0% 9.6% 5.4% 12.0%

(1) Commencing January 1, 2007, our primary operating subsidiary, Tianwei Yingli, began enjoying certain
exemptions from income tax. Prior to January 1, 2007, there was no tax exemption in place.
11
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The net income effects, basic and diluted earnings per share effects of the tax holiday for the year ended
December 31, 2007 and six months ended June 30, 2007 and 2008 are as follows:

For the Six Months
For the Year Ended
December 31, Ended June 30,
2007 2007 2008
RMB US$ RMB RMB US$
(In thousands, except per share)
Net income 80,524 11,740 11,740 130,360 19,005
Basic earnings per share 0.84 0.12 0.12 1.02 0.15
Diluted earnings per share 0.81 0.12 0.12 1.01 0.15

(2) Tianwei Yingli, our predecessor, is not a share-based company and had no outstanding shares for the periods
presented, and therefore, we have not presented earnings per share for Tianwei Yingli.

(3) Gross profit margin, operating profit margin and net profit margin represent gross profit, operating profit and net
profit, respectively, divided by net revenues.

Predecessor Yingli Green Energy
As of December 31, As of December 31, As of June 30,
2003 2004 2005 2006 2007 2008
RMB RMB RMB RMB RMB US$ RMB US$
(In thousands) (In thousands)

solidated Balance
't Data
1 4,756 21,739 14,865 78,455 961,077 140,117 674,706 98,
unts receivable, net 5,783 6,120 40,505 281,921 1,240,844 180,905 1,023,660 149,
ntories 10,374 17,499 106,566 811,746 1,261,207 183,874 1,246,499 181,
ayments to suppliers 6,452 12,617 123,452 134,823 1,056,776 154,069 1,783,898 260.,(
| current assets 36,138 62,437 335,372 1,725,885 5,089,326 741,982 5,475,720 798,
erty, plant and
pment, net 107,084 120,980 341,814 583,498 1,479,829 215,747 2,240,455 326,¢
y-term prepayments
ppliers 226,274 637,270 92,909 711,664 103,
] assets 163,868 204,076 704,775 2,813,461 7,673,997 1,118,805 9,223,687 1,344
t-term borrowings(!) 63,000 92,000 346,757 267,286 1,261,275 183,883 1,622,305 236,
| current liabilities 98,231 132,570 566,471 668,241 1,576,109 229,784 2,139,948 311,¢
vertible senior notes 1,262,734 184,096 1,216,041 177,
| liabilities 98,466 132,836 567,617 1,339,878 2,917,373 425,329 3,455,024 503,
ority interests 856 606 569 387,716 754,799 110,043 1,290,630 188, ]
|
ers /shareholders
Ly 64,546 70,634 136,589 68,530 4,001,825 583,433 4,478,033 652,¢
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For the Six
Months Ended
For the Year Ended December 31, June 30,
2004 2005 2006 2007 2007 2008

Consolidated Operating Data

PV modules sold (in megawatts)? 4.7 11.9 51.3 142.5 45.7 122.7
Average selling price of PV modules (per watt in
US$)® 2.83 3.49 3.82 3.86 3.78 4.20

(1) Includes loans guaranteed or entrusted by related parties, which amounted to RMB 51.0 million,
RMB 80.0 million, RMB 234.0 million, RMB 233.0 million, RMB 470.2 million (US$68.6 million) and nil, as of
December 31, 2003, 2004, 2005, 2006 and 2007, and June 30, 2008, respectively.

(2) PV modules sold, for a given period, represents the total PV modules, as measured in megawatts, delivered to
customers under the then effective supply contracts during such period.

(3) We compute average selling price of PV modules per watt for a given period as the total sales of PV modules
divided by the total watts of the PV modules sold during such period, and translated into U.S. dollars at the noon
buying rate at the end of such period as certified by the Federal Reserve Bank of New York.

12
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MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS FOR SIX MONTHS ENDED JUNE 30, 2008

You should read the following discussion and analysis of our financial condition and results of operations in
conjunction with our consolidated financial statements and the related notes included in our annual report on

Form 20-F for the fiscal year ended December 31, 2007, which is incorporated by reference in this prospectus, and
our unaudited condensed financial statements for the six months ended June 30, 2007 and 2008 included elsewhere in
this prospectus. This discussion may contain forward-looking statements based upon current expectations that involve
risks and uncertainties. Our actual results may differ materially from those anticipated in these forward-looking
statements as a result of various factors, including those set forth under Risk Factors or in other parts of this
prospectus.

Overview
We are one of the leading vertically integrated PV product manufacturers in the world. Through Tianwei Yingli, our
principal operating subsidiary based in China, we design, manufacture and sell PV modules, and design, assemble, sell
and install PV systems. We also intend to expand our PV module and systems business through Yingli China. We sell
PV modules to PV system integrators and distributors located in various markets around the world, including
Germany, Spain, Italy, France, the United States, South Korea, Belgium, and China. Currently, we also sell PV
systems, primarily to customers in China.
Our manufacturing capacity and operations have grown significantly since we completed construction of our first
manufacturing facilities for PV modules in 2002. We use most of the polysilicon ingots and wafers and PV cells we
produce for the production of PV modules, which we sell to third-party customers. We sold 11.9 megawatts,
51.3 megawatts, 142.5 megawatts and 122.7 megawatts of PV modules in 2005, 2006, 2007 and the six months ended
June 30, 2008, respectively.
The most significant factors that affect our financial performance and results of operations are:

industry demand;

government subsidies and economic incentives;

capacity;

availability and price of polysilicon;

vertically integrated manufacturing capabilities;

competition and product pricing; and

manufacturing technologies.

Industry Demand

Our business and revenue growth depend on the market demand for PV products. Although solar power technology
has been used for several decades, the PV market grew significantly only in the past several years. According to

Table of Contents 23



Edgar Filing: YINGLI GREEN ENERGY HOLDING CO LTD - Form F-3ASR

Solarbuzz, the global PV market, as measured by annual PV system installation at end-user locations, increased from
598 megawatts in 2003 to 2,826 megawatts in 2007. Solarbuzz s Green World forecast scenario forecasted global PV
industry revenues and PV system installations to be US$39.5 billion and 9,917 megawatts in 2012, respectively.

Government Subsidies and Economic Incentives

We believe that the near-term growth of the market for PV products depends largely on the availability and size of
government subsidies and economic incentives. Today, the cost of solar power substantially exceeds the cost of
electrical power generated from conventional fossil fuels such as coal and natural gas. As a result, governments in
many countries, including Germany, Spain, Italy, France, South Korea, the United States and China, have provided
subsidies and economic incentives for the use of renewable energy such as solar power to reduce dependency on

13

Table of Contents 24



Edgar Filing: YINGLI GREEN ENERGY HOLDING CO LTD - Form F-3ASR

Table of Contents

conventional fossil fuels as a source of energy. These subsidies and economic incentives have been in the form of
capital cost rebates, feed-in tariffs, tax credits, net metering and other incentives to end-users, distributors, system
integrators and manufacturers of solar power products, including PV products. The demand for our PV modules and
PV systems in our current, targeted or potential markets is affected significantly by these government subsidies and
economic incentives.

Capacity

In order to take advantage of the rapidly increasing market demand for PV products, we have expanded, and plan to
continue to expand, our manufacturing capacity significantly. We started producing PV modules in 2002 with initial
manufacturing capacity of three megawatts, polysilicon ingots and wafers in October 2003 with initial manufacturing
capacity of six megawatts and PV cells in March 2004 with initial annual manufacturing capacity of three megawatts.
In accordance with our business model of a vertically integrated PV product manufacturer, we had expanded our
manufacturing capacity for each of polysilicon ingots and wafers, PV cells and PV modules to 200 megawatts in July
2007 and 400 megawatts in September 2008.

The size of manufacturing capacity has a significant bearing on the profitability and competitive position of PV
product manufacturers. Increased manufacturing capacity generates greater revenues through the production and sales
of more PV products and also contributes to reduced manufacturing costs through economies of scale. Achieving
economies of scale from expanded manufacturing capacity is critical to maintaining our competitive position in PV
industry as manufacturers with greater economies of scale may manage their production more efficiently, obtain a
greater market share of PV products by offering their products at a more competitive price by virtue of their greater
ability to obtain volume discounts from their polysilicon and other raw material suppliers and have other bargaining
leverage.

In April 2006, we launched an expansion project in Baoding, China to increase our annual manufacturing capacity of
each of polysilicon ingots and wafers, PV cells and PV modules. Through projects at Tianwei Yingli, we expanded
our overall annual manufacturing capacity to 400 megawatts in September 2008, and through projects at Yingli China,
we expect to expand our overall annual manufacturing capacity to 600 megawatts in the third quarter of 2009. We
expect that achieving the same level of manufacturing capacity for each of polysilicon ingots and wafers, PV cells and
PV modules may improve our profit margins, as we will no longer need to enter into toll manufacturing arrangements
with third-party PV cell manufacturers to process a portion of our excess wafers into PV cells.

Availability and Price of Polysilicon

High purity polysilicon and polysilicon scraps are the most important raw materials used in our manufacturing
process. Over the past few years, polysilicon suppliers have been raising their prices and adding manufacturing
capacity in response to growing demand from the PV and semiconductor industries. Our average purchase price of
polysilicon per kilogram, calculated based on the total contract price for the quantity of polysilicon purchased under
these contracts during the relevant period of time, has increased by 185.5% in 2006 compared to 2005, by 30.2% in
2007 compared to 2006, and by 41.4% in the six months ended June 30, 2008 compared to 2007. The increasing price
of polysilicon has driven up our manufacturing costs in the past three years and the six months ended June 30, 2008
and may further drive up our manufacturing costs notwithstanding our continuing efforts to use polysilicon more
efficiently.

We have observed significant declines in the spot prices of polysilicon and the prices of other products in the PV
value chain, which we believe to be primarily due to conditions in the global financial markets. However, we believe
that the average price of polysilicon may gradually stabilize in the near term, driven by the increased demand for
polysilicon and PV products as a result of lower pricing and delays or cancellations of partially funded and new
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polysilicon plants as a result of financing constraints. The average price of polysilicon over the medium to long term
will depend on a number of factors, including the scope and progress of current and future manufacturing capacity
expansion plans of polysilicon suppliers, the level of demand for polysilicon from the PV and semiconductor
industries and any changes in government regulations and subsidies in respect of PV and other alternative energy
industries that may significantly affect the demand outlook for polysilicon, as well as macro-economic
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conditions. We believe that none of these factors can be predicted with reasonable certainty as of the date of this
prospectus, and the average price of polysilicon may increase or decrease significantly over the medium to long term
as a result of any combination of such factors. Building polysilicon manufacturing lines generally requires significant
upfront capital commitment and it typically takes an average of 18 to 24 months to construct a manufacturing line and
put it into production. As a result, polysilicon suppliers are generally willing to expand their manufacturing capacity
only if they are certain of sufficient potential customer demand to justify such capital commitment. Therefore,
polysilicon suppliers typically require customers to make a certain percentage of an initial advance payment followed
by additional advance payments of the remaining balance in advance of shipment. As a result, the purchase of
polysilicon has required, and will continue to require, us to make significant working capital commitments beyond the
capital generated from our cash flows from operations. We are required to maintain adequate cash position to continue
to support our purchases of raw materials.

Our process technology enables us to increase our utilization of polysilicon scraps in the production of ingots and
wafers. In addition, we also plan to utilize polysilicon scraps and lower-grade polysilicon to produce monocrystalline
silicon suitable for combining into our production of ingots and wafers to reduce manufacturing costs. The price of
polysilicon scraps has historically been significantly lower than the price of high purity polysilicon. However, due to
the PV industry s growing demand for polysilicon scraps, prices of polysilicon scraps have also been increasing.

The increase in demand for polysilicon which has outpaced the increase in polysilicon manufacturing capacity has
caused polysilicon supply shortages in the PV industry since 2004, and as a result we have from time to time
experienced late or failed deliveries and supply shortages. To date, such late or failed deliveries and supply shortages
have had no material effect on our output level. As the PV industry continues to grow, the availability of high purity
polysilicon and polysilicon scraps will, to a large extent, determine the output of PV product manufacturers. Failure to
obtain sufficient quantities of high purity polysilicon and polysilicon scraps could limit our ability to expand our
manufacturing capacity as currently planned and consequently decrease our revenues.

In order to secure adequate and timely supply of high purity polysilicon and polysilicon scraps, we have entered into
various purchase agreements and memorandums of understanding with local and foreign suppliers, including the
world s major polysilicon suppliers. As of the date of this prospectus, we have secured all of our estimated polysilicon
needs for 2008 based on our current capacity expansion plan. However, we cannot assure you that we will be able to
secure sufficient quantities of polysilicon and polysilicon scraps to support the expansion of our manufacturing
capacity as currently planned. See Risk Factors Risks Related to Us and the PV Industry We are currently
experiencing and may continue to experience an industry-wide shortage of polysilicon. Our failure to obtain sufficient
quantities of polysilicon in a timely manner could disrupt our operations, prevent us from operating at full capacity or
limit our ability to expand as planned, which will reduce, and limit the growth of, our manufacturing output and
revenue.

Historically, the effect of the increase in the cost of polysilicon has been partially offset by our greater scalability of
operations, increasingly efficient use of polysilicon and improvements in our process technologies and increased price
of PV modules. Our cost of revenues for the sale of PV modules as a percentage of net revenues from the sale of PV
modules increased from 69.8% in 2005 to 71.9% in 2006 on a combined basis and to 76.1% in 2007 and was 74.6% in
the six months ended June 30, 2008.

Vertically Integrated Manufacturing Capabilities
We believe our vertically integrated business model offers us several advantages, particularly in areas of cost
reduction and quality control, over our competitors that depend on third parties to source core product components.

First, the vertical integration enables us to capture margins at every stage of the PV product value chain in which we
are engaged. Second, by streamlining our manufacturing processes, we can reduce production costs and costs
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associated with toll manufacturing, packaging and transportation as well as breakage losses that occur during
shipment between various production locations associated with toll manufacturing arrangements. Third, we control
operations at substantially all stages of the PV value chain, including research and development, which enables us to
more closely monitor the quality of our PV products from start to finish, and design and streamline our manufacturing
processes in a way that enables us to leverage our technologies more efficiently and reduce costs
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at each stage of the manufacturing process. We believe that the synergy effect from our vertically integrated business
model has enabled us to reduce the quantity of polysilicon we use to make PV modules, improve the conversion
efficiency of our PV cells and reduce the lead time needed to fulfill our customer orders.

Competition and Product Pricing

PV modules, which are currently our principal products, are priced primarily on the basis of the number of watts of
electricity they generate and the market price per watt for PV modules. We price our PV modules based on the
prevailing market prices at the time we enter into sales contracts with our customers or as our customers place their
purchase orders with us, taking into account various factors including, among others, the size of the contract or the
purchase order, the strength and history of our relationship with a particular customer and our polysilicon costs. We
believe that the quality of our PV products and our low-cost manufacturing capabilities have enabled us to price our
products competitively and will further provide us with flexibility in adjusting the price of our products without
significantly affecting our profit margins.

Since 2003 and until recently, the average selling price for PV modules has been rising across the industry, due to the
high demand for PV modules as well as rising polysilicon costs during the same period. Correspondingly, the average
selling price per watt of our PV modules increased from US$3.49 in 2005 to US$3.82 in 2006 on a combined basis to
US$3.86 in 2007 and was US$4.20 in the six months ended June 30, 2008 (each computed as the total sales of PV
modules divided by the total watts of the PV modules sold during a given period, and translated into U.S. dollars at
the noon buying rate at the end of such period as certified by the United States Federal Reserve Board). However, we
expect that the prices of PV products, including PV modules, may decline over time due to increased supply of PV
products, reduced manufacturing costs from economies of scale, advancement of manufacturing technologies and
cyclical downturns in the price of polysilicon. Fluctuations in prevailing market prices may have a material effect on
the prices of our PV modules and our profitability, particularly if the price of PV modules declines or if the price of
PV modules rises at a slower pace than the cost of polysilicon increases.

We sell our PV modules primarily through sales contracts with a term of less than one year and are obligated to
deliver PV modules according to pre-agreed prices and delivery schedules.

Manufacturing Technologies

The advancement of manufacturing technologies is important in increasing the conversion efficiency of PV cells and
reducing the production costs of PV products. Because PV modules are priced based on the number of watts of
electricity they generate, higher conversion efficiency generally leads to higher revenues from the sale of PV modules.

We have been continuously developing advanced manufacturing technologies to increase the conversion efficiency of
our PV cells. We employ a number of techniques to reduce our production costs while striving to reach a PV cell
conversion efficiency ratio that is on par with or above an acceptable range. First, we use multicrystalline polysilicon,
which is less expensive than monocrystalline polysilicon for our feedstock. While multicrystalline polysilicon tends to
yield lower conversion efficiency than monocrystalline polysilicon, we believe cost savings from the use of
multicrystalline polysilicon outweigh the reduced level of conversion efficiency. Second, we use polysilicon feedstock
that mixes high purity polysilicon with polysilicon scraps, which is substantially less expensive than high purity
polysilicon, at a ratio which we believe yields an enhanced balance of cost and quality. Third, our research and
development team continues to focus on finding ways to improve our manufacturing technology and reduce
manufacturing costs without compromising the quality of our products.

Net Revenues
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We currently derive net revenues from three sources:

sales of PV modules, which are currently our principal source of revenues and are primarily driven by market
demand as well as our manufacturing capacity;

sales of PV systems, which consist of sales of PV systems and related installation services; and

other revenues, which consist primarily of occasional sales of substandard PV cells, wafers and raw materials
and to a lesser extent, sales from processing PV cells into PV modules for third-party vendors.
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The following table sets forth each revenue source as a percentage of total consolidated net revenues for the periods
indicated.

For the Six Months Ended June 30,
2007 2008

RMB RMB US$
(In thousands, except percentages)

Net revenues:

Sales of PV modules 1,314,539 98.9% 3,536,408 515,579 98.7%
Sales of PV systems 338 4,834 705 0.1
Other revenues 14,786 1.1 40,797 5,948 1.2
Total net revenues 1,329,663 100.0% 3,582,039 522,232 100.0%

Our net revenues are net of business tax, value-added tax, city construction tax, education surcharge and returns and
exchanges of products. Key factors affecting our net revenues include the average selling price per watt and wattage
of our PV modules sold.

We have been dependent on a limited number of customers for a significant portion of our revenues. In the six months
ended June 30, 2008, sales to customers that individually exceeded 10% of our consolidated net revenues accounted
for 38.0% of our consolidated net revenues, respectively. Our largest customers have changed from year to year due to
the rapid growth of the sales of our PV modules, our diversification into new geographic markets and our ability to
find new customers willing to place large orders with us. Customers whose purchases accounted for 10.0% or more of
our consolidated net revenue were Elecnor S.A., Isolux Ingeniera S.A. and Acciona Energia S.A. in the six months
ended June 30, 2008.

We currently sell most of our PV modules to customers located in Europe. The following table sets forth our total
consolidated net revenues by geographic region for the periods indicated:

Six Months Ended June 30,

2007 2008
% of Total % of Total
Net Net
Country Net Revenues Revenues Net Revenues Revenues
RMB RMB US$
(In thousands, except percentages)
Europe:
Germany 131,243 9.9% 737,549 107,528 20.6%
Spain 991,302 74.5 2,358,287 343,819 65.8
Italy 56,593 42 13,283 1,937 0.4
Others 2,238 0.2 105,757 15,419 3.0
Subtotal Europe 1,181,376 88.8 3,214,876 468,703 89.8
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China 38,234 2.9 66,174 9,648 1.8
Hong Kong 79,914 6.0

United States 55,953 8,157 1.6
Other regions 30,144 2.3 245,036 35,724 6.8
Total revenues 1,329,668 100.0% 3,582,039 522,232 100.0%
Sales tax and surcharge 5

Total net revenues 1,329,663 3,582,039 522,232

All of our net revenues from sales of PV systems are currently derived from China.
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Cost of Revenues and Operating Expenses
The following table sets forth our gross profit margins, operating profit margins and cost of revenues and operating

expenses as percentages of our total net revenues for the periods indicated:

Six Months Ended June 30,

2007 2008
% of Total % of Total
Net Net
Revenues Revenues
RMB RMB US$
(In thousands, except percentages)
Total net revenues 1,329,663 100.0% 3,582,039 522,232 100.0%
Cost of revenues:
Cost of PV module sales 1,018,224 76.6 2,637,584 384,538 73.6
Cost of PV system sales 290 3,049 445 0.1
Cost of other revenues 16,775 1.3 37,369 5,448 1.1
Total cost of revenues 1,035,289 77.9 2,678,002 390,431 74.8
Gross Profit 294,374 22.1 904,037 131,801 25.2
Operating expenses:
Selling expenses: 42,120 3.1 86,427 12,600 2.4
General and administrative
expenses 52,955 4.0 124,933 18,214 3.5
Research and development
expenses 10,755 0.8 14,304 2,086 0.4
Total operating expenses 105,830 7.9 225,664 32,900 6.3
Income from operations 188,544 14.2% 678,373 98,901 18.9%
Cost of Revenues

Our cost of PV module sales consists primarily of:

Polysilicon. The cost of high-purity polysilicon and polysilicon scraps is the largest component of our total cost of
revenues. We purchase polysilicon from various suppliers, including silicon manufacturers and distributors.

Other Raw Materials. Other raw materials include crucibles, silicon carbides, cutting fluid, steel cutting wires,
alkaline detergents, metallic pastes, laminate materials, silica gel, tempered glass, aluminum frames, solder, junction
boxes, cables, connectors and other chemical agents and electronic components.

Toll Manufacturing. We process silicon raw materials into ingots and produce wafers, PV cells and PV modules
in-house. As our PV cell manufacturing capacity used to be less than the production capacities for our wafers and PV
modules, we used to send a portion of excess wafers to third-party PV cell manufacturers and receive PV cells from
them under toll manufacturing arrangements which are then used to produce our PV modules. The cost of producing
PV cells through a toll manufacturing arrangement is typically higher than the cost of producing them in-house.
Having attained overall annual manufacturing capacity for each of polysilicon ingots and wafers, PV cells and PV
modules of 200 megawatts in July 2007 and further to 400 megawatts in September 2008, our PV cell production has
reached the same level as our wafer and PV module production through the ramp-up of our manufacturing capacity.
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Therefore, we expect to use toll manufacturing arrangements only in limited circumstances, such as to fill potential
shortfalls in manufacturing capacity along the product chain until the disparity between our wafer manufacturing
capacity and the PV cell manufacturing capacity is resolved.

Direct Labor. Direct labor costs include salaries and benefits for personnel directly involved in the manufacturing
activities.

Overhead. Overhead costs include utilities, maintenance of production equipment, land use rights and other ancillary
expenses associated with the manufacturing activities.

Depreciation of Property, Plant and Equipment. Depreciation of property, plant and equipment is provided on a
straight-line basis over the estimated useful life, which is 30 years for buildings, eight to ten years for machinery and

motor vehicles and four to five years for electronic equipment and furniture and fixtures, taking into
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account their estimated residual value. Due to our capacity expansion, depreciation in absolute terms has increased
significantly. We expect this trend to continue as we continue to expand our manufacturing capacity and build new
facilities to attain an overall annual manufacturing capacity for each of polysilicon ingots and wafers, PV cells and PV
modules of 600 megawatts in the third quarter of 2009.

Warranty Cost. Our PV modules are typically sold with a two-year limited warranty for defects in materials and
workmanship, and a ten-year and 25-year limited warranty against declines of more than 10.0% and 20.0%,
respectively, from the initial power generation capacity at the time the product is sold. Such warranties require us to
fix or replace the defective products. We currently accrue the equivalent of 1% of gross revenues for potential
warranty obligations. We have not experienced any significant warranty claims since we started selling PV modules in
January 2003. In the six months ended June 30, 2008, we recorded warranty expense of RMB 35.3 million

(US$5.1 million).

The cost of PV systems includes the costs of PV modules, batteries, inverters, other electronic components and related
materials and labor.

Our cost of revenues is affected primarily by our ability to control raw material costs, achieve economies of scale in
our operations and manage our vertically integrated product chain efficiently, which includes our prudent use of toll
manufacturing arrangements to fill potential shortfalls in manufacturing capacity along the product chain until the
disparity between our wafer manufacturing capacity and the PV cell manufacturing capacity is resolved. Furthermore,
we balance automation and manual operation in our manufacturing process, and have been able to increase operating
efficiencies and expand our manufacturing capacity cost-effectively.

Gross Profit and Gross Margin

Our gross profit is affected by a number of factors, including the average selling prices for our PV products, the cost
of polysilicon, product mix, economies of scale and benefits from vertical integration and our ability to
cost-efficiently manage our raw material supply. Our gross profit was RMB 956.8 million (US$139.5 million) and
RMB 904.0 million (US$131.8 million) in 2007 and the six months ended June 30, 2008, respectively. Our gross
profit margin was 23.6% and 25.2% for 2007 and the six months ended June 30, 2008, respectively. The increase in
gross margin from 2007 to the six months ended June 30, 2008 was primarily due to the cost reduction achieved
through research and development efforts at each stage of our vertically integrated manufacturing process.

We may continue to face margin compression pressure in the sales of PV modules due to the increase in the market
price of polysilicon and intense competition in the PV module market. We have been able to alleviate some of the
margin pressure by manufacturing polysilicon ingots using a higher proportion of cheaper low-purity silicon materials.
Furthermore, we believe that as our PV business expands and attains parity in manufacturing capacity for different
phases of our product value chain, economies of scale and the cost reduction achieved through research and
development efforts at each stage of our vertically integrated manufacturing process, among other factors, will have a
positive effect on our gross profit margins over time.

Operating Expenses

Our operating expenses consist of:
Selling Expenses, which consist primarily of advertising costs, salaries and employee benefits of sales
personnel, sales-related travel and entertainment expenses, amortization of intangible assets (including backlog

and customer relationships), share-based compensation expenses, audit, legal and consulting fees and other
selling expenses including sales commissions paid to our sales agents. We expect that our selling expenses will
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increase in the near term as we increase sales efforts, hire additional sales personnel, target new markets and
initiate additional marketing programs to build up our brand. However, we expect that selling expenses will
decrease as a percentage of net revenues over time as we achieve greater economies of scale.

General and Administrative Expenses, which consist primarily of salaries and benefits for our administrative
and finance personnel, bad debt expenses, other travel and entertainment expenses, bank charges, amortization

of technical know-how, depreciation of equipment used for administrative purposes and share-
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based compensation expenses. We expect the general and administrative expenses will increase in the near
term as a percentage of net revenue as we hire additional personnel and incur professional expenses to
support our operations as a listed company in the United States. However, we expect that general and
administrative expenses will decrease as a percentage of net revenues over time as we achieve greater
economies of scale.

Research and Development Expenses, which consist primarily of costs of raw materials used in research and
development activities, salaries and employee benefits for research and development personnel, and prototype
and equipment costs relating to the design, development, testing and enhancement of our products and
manufacturing process. We are a party to several research grant contracts with the PRC government under
which we receive funds for specified costs incurred in certain research projects. We record such amounts as a
reduction to research and development expenses when the related research and development costs are incurred.
We expect our research and development expenses (not adjusted for offsets by government grants) to increase
as we place a greater strategic focus on PV system sales in overseas markets and as we continue to hire
additional research and development personnel and focus on continuous innovation of process technologies for
our PV products, including improving the technical know-how to produce ingots and wafers with a higher
proportion of polysilicon scraps without compromising the conversion efficiency of our PV cells and modules.
We conduct our research and development, design and manufacturing operations in China, where the costs of
skilled labor, engineering and technical resources, as well as land, facilities and utilities, tend to be lower than
those in more developed countries.

Taxation

Under current laws of the Cayman Islands, we are not subject to income or capital gains tax. Additionally, dividend
payments made by us are not subject to withholding tax in the Cayman Islands.

Tianwei Yingli, which is registered and operates in a national high-tech zone in Baoding, China, qualified as a high
and new technology enterprise under the FIE Income Tax Law and as a result has been entitled to a preferential
income tax rate of 15.0% through 2007. In accordance with the FIE Income Tax Law and the related implementation
rules, as a foreign invested enterprise primarily engaged in manufacturing, Tianwei Yingli was entitled to a two-year
exemption from the 15.0% enterprise income tax for its first two profitable years following its conversion into a
Sino-foreign equity joint venture company, which are 2007 and 2008 for purposes of relevant PRC tax regulations.
Tianwei Yingli was thereafter expected to be entitled to a preferential enterprise income tax rate of 7.5% for the
succeeding three years, or until 2011.

On March 16, 2007, the National People s Congress passed the EIT Law, which adopts a uniform income tax rate of
25% for most domestic enterprises and foreign investment enterprises. The EIT Law became effective on January 1,
2008. The EIT Law provides a five-year transition period from its effective date for enterprises established before the
promulgation date of the EIT Law which were entitled to a preferential tax rate under the then effective tax laws or
regulations. Furthermore, under the EIT Law, entities that qualify as high and new technology enterprises strongly
supported by the state are entitled to the preferential income tax rate of 15% after the transition period, if any, expires.
The Ministry of Science and Technology, the Ministry of Finance and the State Administration of Taxation jointly
issued the Administrative Regulations on the Recognition of High and New Technology Enterprises on April 14, 2008
and the Guidelines for Recognition of High and New Technology Enterprises on July 8, 2008. Tianwei Yingli will
apply for the recognition of high and new technology enterprise in accordance with the new regulations. On
December 26, 2007, the PRC government issued detailed implementation rules regarding the applicable tax rates
during the transition period. Under the EIT Law and its implementation rules, enterprises that were established and
already enjoyed preferential tax treatments before March 16, 2007 will continue to enjoy them, except the preferential
treatment for a High and New Technology Enterprise until such status in obtained under the EIT Law. Under the EIT
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Law and the various implementation rules, Tianwei Yingli will continue to enjoy its unexpired tax holiday which will
be applied to the new income tax rate of 25%, resulting in a tax rate of 0%, 12.5%, 12.5%, 12.5% for the calendar
years from 2008 to 2011 and 25% thereafter.

Moreover, the EIT Law and implementation rules impose a 10% withholding tax for distributions of dividends
accrued after January 1, 2008 by a foreign investment enterprise to its immediate overseas holding company, insofar

20

Table of Contents 38



Edgar Filing: YINGLI GREEN ENERGY HOLDING CO LTD - Form F-3ASR

Table of Contents

as the later is treated as a non-resident enterprise. Distributions of earnings generated before January 1, 2008 are
exempted from such withholding tax under the EIT Law and implementation rules. Therefore, we have not recognized
a deferred tax liability for undistributed earnings through December 31, 2007. We intend to reinvest undistributed
earnings generated in the six months ended June 30, 2008 and therefore have not recognized a deferred tax liability for
that period.

Critical Accounting Policies

We prepare our consolidated financial statements in accordance with U.S. GAAP, which requires us to make
judgments, estimates and assumptions that affect (i) the reported amounts of assets and liabilities, (ii) disclosure of
contingent assets and liabilities at the end of each reporting period and (iii) the reported amounts of revenues and
expenses during each reporting period. We continually evaluate these estimates and assumptions based on historical
experience, knowledge and assessment of current business and other conditions, expectations regarding the future
based on available information and reasonable assumptions, which together form a basis for making judgments about
matters not readily apparent from other sources. Since the use of estimates is an integral component of the financial
reporting process, actual results could differ from those estimates. Some of our accounting policies require higher
degrees of judgment than others in their application. We consider the policies discussed in our annual report on
Form 20-F for the fiscal year ended December 31, 2007 and below to be critical to an understanding of our financial
statements as their application places the most significant demands on the judgment of our management.

Long-Lived Assets

Our intangible assets balance, which increased from December 31, 2007 to June 30, 2008, primarily consisted of
technical know-how, customer relationships, long-term supplier agreements and trademarks that were acquired in
connection with our acquisitions of minority interests of 3.90% in Tianwei Yingli on March 14, 2008. We allocate the
purchase price to the assets acquired and liabilities assumed based on their estimated fair value on the date of
acquisition, which we refer to as the purchase price allocation. As part of the purchase price allocation, we are
required to determine the fair value of any intangibles acquired.

The determination of the fair value of the intangible assets acquired involves certain judgments and estimates. These
judgments can include, but are not limited to, the cash flows that an asset is expected to generate in the future. The fair
values as of March 14, 2008 of the intangible assets acquired were also determined by American Appraisal China
Limited, as set forth in its valuation report dated May 23, 2008 (for the valuation of such intangible assets as of
March 14, 2008). For technical know-how, the fair value was determined based on the excess-earning approach using
the present value of the projected earnings attributable to the technical know-how. For customer relationships, the fair
value was based on the excess earnings which take into consideration the projected cash flows to be generated from
these customers. Future cash flows are predominately based on the net income forecast of these customers which has
taken into consideration historical customer attrition and revenue growth. The resulting cash flows are then discounted
at a rate approximating our weighted average cost of capital. For long-term supplier agreements, the fair value was
based on the discounted present value of the difference between the price of polysilicon as agreed in the supplier
agreements and market price. For trademarks, the fair value was based on the relief from royalty approach
representing the present value of the after-tax cost savings from royalty payments.

We depreciate and amortize our property, plant, equipment and intangible assets, using the straight-line method over
the estimated useful lives of the assets. We make estimates of the useful lives of plant and equipment (including the
salvage values) in order to determine the amount of depreciation expense to be recorded during each reporting period.
We estimate the useful lives at the time the assets are acquired based on historical experience with similar assets as
well as anticipated technological or other changes. If technological changes were to occur more rapidly than
anticipated or in a different form than anticipated, we might shorten the useful lives assigned to these assets, which
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would result in the recognition of increased depreciation and amortization expense in the future periods. There has
been no change to the estimated useful lives or salvage values during the six months ended June 30, 2008.

We evaluate long-lived assets, including property, plant and equipment and intangible assets, which are subject to
amortization, for impairment whenever events or changes in circumstances indicate that the carrying amount of
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an asset may not be recoverable. We assess recoverability by comparing the carrying amount of an asset to estimated
undiscounted future cash flows expected to be generated by the asset. If the carrying amount of an asset exceeds its
estimated undiscounted future cash flows, we recognize an impairment charge based on the amount by which the
carrying amount of the asset exceeds the fair value of the asset. We estimate the fair value of the asset based on the
best information available, including prices for similar assets and in the absence of an observable market price, the
results of using a present value technique to estimate the fair value of the asset. For our trademarks which are not
subject to amortization, an impairment loss is recognized to the extent that the carrying amount exceeds the fair value
of the asset. For the periods presented, no impairment on our long-lived assets was recorded.

Share-Based Compensation

As further described in Note 13 to our consolidated financial statements, we account for share-based compensation
under Statement of Financial Accounting Standards No. 123R, Share-Based Payment, or SFAS No. 123R. Under
SFAS No. 123R, the cost of all share-based payment transactions must be recognized in our consolidated financial
statements based on their grant-date fair value over the required period, which is generally the period from the date of
grant to the date when the share compensation is no longer contingent upon additional service from the employee, or
the vesting period. We determine the fair value of our employees share options as of the grant date using the
Black-Scholes option pricing model.

Under this model, we make a number of assumptions regarding the fair value of the options, including:

the estimated fair value of our ordinary shares on the grant date for options granted prior to our initial public
offering;

the maturity of the options;

the expected volatility of our future ordinary share price;
the risk-free interest rate, and;

the expected dividend rate.

Prior to our initial public offering, for the purpose of determining the estimated fair value of our share options that
have been granted, we believe that the expected volatility and the estimated share price of our ordinary shares are the
most critical assumptions since we were a privately-held company on the date we granted our options. The estimated
fair value of our ordinary shares on the date of grant was determined based on valuation also performed by American
Appraisal China Limited on our ordinary shares, as set forth in its valuation report, dated March 30, 2007, for the
valuation of our share options as of December 31, 2006, supplemented by the forecasted profitability and cash flows
of our business. American Appraisal China Limited estimated the expected volatility of our future ordinary share price
based on the price volatility of the publicly traded ordinary shares of 11 comparable companies in the PV
manufacturing business whose shares are publicly traded over the most recent period to be equal to the expected
option life of our employees share option.

For the share options granted after our initial public offering, the fair value of our ordinary share on the grant date is
determined by the closing trade price of our ordinary shares on the grant date. Since we did not have a sufficient
trading history at the time the options were issued, we estimated the expected volatility of our ordinary share price by
referring to 11 comparable companies in the PV manufacturing business whose shares are publicly traded over the
most recent period to be equal to the expected option life of our employees share option.
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As of June 30, 2008, options to purchase 1,984,728 ordinary shares of our company were outstanding. The following
table sets forth information regarding our outstanding employee share options as of June 30, 2008:

Weighted
Average
Weighted Remaining
Number of Average Contractual Aggregate
Exercise
Shares Price Term Intrinsic Value
Outstanding as of December 31, 2007 1,426,629 US$ 14.42
Granted 593,099 US$ 24.15
Exercised
Forfeited or expired 35,000 US$ 21.05
Outstanding as of June 30, 2008 1,984,728 US$ 17.21 9.13 years US$ 9,143,239
Exercisable as of June 30, 2008 187,217 US$ 4.27 8.58 years US$ 2,180,352

Based on the closing price of our ordinary shares of US$15.92 per share as of June 30, 2008, the aggregated intrinsic
value of the options outstanding as of June 30, 2008 was approximately US$9.14 million.

We recorded non-cash share-based compensation expense for our restricted shares and stock options of
RMB 28.1 million (or US$4.0 million as translated at the applicable average exchange rate prevailing during that
period) for the six months ended June 30, 2008.

Valuation of Inventories

Our inventories are stated at the lower of cost or net realizable value. We routinely evaluate quantities and value of
our inventories in light of current market conditions and market trends, and record a write-down against the cost of
inventories for a decline in net realizable value. The evaluation takes into consideration historic usage, expected
demand, anticipated sales price, new product development schedules, the effect that new products might have on the
sale of existing products, product obsolescence, customer concentrations, product merchantability and other factors.
Market conditions are subject to change and actual consumption of inventories could differ from forecasted demand.
Furthermore, the price of polysilicon, our primary raw material, is subject to fluctuations based on global supply and
demand. Our management continually monitors the changes in the purchase price paid for polysilicon, including
prepayments to suppliers, and the impact of such change on our ability to recover the cost of inventory and our
prepayments to suppliers. Our products have a long life cycle and obsolescence has not historically been a significant
factor in the valuation of inventories. For the six months ended June 30, 2008, inventory write-downs, which are
included in cost of revenues, were RMB 4.9 million (US$0.7 million).

Allowance for Doubtful Accounts
We establish an allowance for doubtful accounts for the estimated loss on receivables when collection may no longer
be reasonably assured. We assess collectibility of receivables based on a number of factors including the customer s

financial condition and creditworthiness. We make credit sales to major strategic customers in Europe. To reduce
credit risks relating to other customers, we require some of our customers to pay a major portion of the purchase price
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by letters of credit and require advance payments from some of our customers. Recently, the portion of our customers
that are required to make advance payments has decreased. Because of the strong credit worthiness of our major
European customers and the advance payment and the letter of credit payment requirements that we impose on certain
of our other customers and healthy creditability of our major customers, our allowance for doubtful accounts and
provisions for bad debt have not been significant. Our accounts receivable balance had grown significantly due to
sales to several major customers. We manage our credit risk by requiring those customers to pay a portion of the
purchase price by letters of credit. As a result, our allowance for doubtful accounts did not increase significantly from
December 31, 2007 through June 30, 2008. During the six months ended June 30, 2008, our provision for doubtful
accounts amounted to RMB 0.7 million (US$0.1 million).
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The following table presents the movement of allowance for doubtful accounts for the six months ended June 30, 2007
and 2008:

Yingli Green Energy
For the Six Months Ended June 30,
2007 2008 2008
RMB RMB US$
(In thousands)
Balance at the beginning of the period (2,309) (2,618) (382)
Additions charged to bad debt expense (25) (702) (102)
Write-off of accounts receivable charged against the allowance 1,148 167
Balance at the end of the period (2,334) 2,172) (317)
Results of Operations
Yingli Green Energy
For the Six Months Ended June 30,
2007 2008 2008
RMB % RMB US$ %

(In thousands, except percentages)

Net revenues:

Sales of PV modules 1,314,539 98.9% 3,536,408 515,579 98.7%
Sales of PV systems 338 4,834 705 0.1
Other revenues 14,786 1.1 40,797 5,948 1.2
Total net revenues 1,329,663 100.0% 3,582,039 522,232 100.0%
Cost of revenues:

Cost of PV modules sales 1,018,224 76.6% 2,637,584 384,538 73.6%
Cost of PV systems sales 290 3,049 445 0.1
Cost of other revenues 16,775 1.3 37,369 5,448 1.1
Total cost of revenues 1,035,289 77.9% 2,678,002 390,431 74.8%
Gross profit 294,374 22.1% 904,037 131,801 25.2%
Operating expenses:

Selling 42,120 3.1% 86,427 12,600 2.4%
General and administrative 52,955 4.0 124,933 18,214 3.5
Research and development 10,755 0.8 14,304 2,086 0.4
Total operating expenses 105,830 7.9% 225,664 32,900 6.3%
Income from operations 188,544 14.2% 678,373 98,901 18.9%
Equity in loss of an affiliate (350) (200) 29)

Interest expense, net (38,902) 3.0) (62,191) (9,067) (1.7)
Foreign currency exchange losses, net (17,523) (1.3) (1,894) (276) 0.1
Other income 3,120 455 0.1
Income tax benefit 777 0.1 2,303 336 0.1
Income before minority interests 132,546 10.0 619,511 90,320 17.3
Minority interests (60,960) (4.6) (188,779) (27,523) (5.3)
Net income 71,586 5.4% 430,732 62,797 12.0%
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Six Months Ended June 30, 2008 Compared to Six Months Ended June 30, 2007
Net Revenues. Our total net revenues were RMB 3,582.0 million (US$522.2 million) in the six months ended June 30,
2008, which increased significantly from the total net revenues of RMB 1,329.7 million for six months ended June 30,

2007, primarily due to increased production output and the continued strong growth in market
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demand for PV modules. Production output increased primarily due to a new production line of 100 megawatts
completed in July 2007 coupled with improvements in operational efficiency and capacity utilization at each stage of
our manufacturing process from our research and development efforts, commencement of full production of
180-micron wafers, higher yields resulting from reduced breakage rates and achievements in increasing cell
conversion efficiency rates. As a result of increased production output, total PV module shipments increased to 122.7
megawatts in the six months ended June 30, 2008 from 45.7 megawatts in the six months ended June 30, 2007.
Primarily due to the continued strong growth in the market demand for PV modules, the average selling price for PV
modules increased to US$4.20 per watt in the six months ended June 30, 2008, from US$3.78 per watt in the six
months ended June 30, 2007.

Net revenues from sales of PV modules were RMB 3,536.4 million (US$515.6 million), or 98.7% of total net
revenues for the six months ended June 30, 2008, as compared to RMB 1,314.5 million, or 98.9% of total net revenues
for the six months ended June 30, 2007. Our PV module sales in Europe amounted to RMB 3,214.9 million
(US$468.7 million) in the six months ended June 30, 2008, which increased significantly from PV module sales in
Europe of RMB 1,181.4 million for the six months ended June 30, 2007, due principally to a continued strong growth
in demand in Europe for PV modules. As a percentage of total net revenues, our PV module sales in Europe increased
slightly to 89.7% in the six months ended June 30, 2008 from 88.8% for the six months ended June 30, 2007. Within
Europe, there were also significant changes from the six months ended June 30, 2007. Our PV module sales in
Germany in the six months ended June 30, 2008 were RMB 737.5 million (US$107.5 million), or 20.6% of our total
net revenues, which increased from the PV module sales in Germany of RMB 131.2 million, or 9.9% of total net
revenues, for the six months ended June 30, 2007, primarily due to increased demand from Germany and our
increasing brand recognition. Our PV module sales in Spain in the six months ended June 30, 2008 were

RMB 2,358.3 million (US$343.8 million), or 65.8% of our total net revenues, which significantly increased from PV
module sales in Spain of RMB 991.3 million, or 74.5% of total net revenues, for the six months ended June 30, 2007.
The increase in our PV module sales in Spain in 2008 was primarily due to the favorable government incentives for
PV products in Spain. Our PV module sales in Italy in the six months ended June 30, 2008 were RMB 13.3 million
(US$1.9 million), or 0.4% of our total net revenues, which significantly decreased from PV module sales in Italy of
RMB 56.6 million, or 4.2% of total net revenues, for the six months ended June 30, 2007. Our PV module sales in
France in the six months ended June 30, 2008 were RMB 86.6 million (US$12.6 million), or 2.4% of our total net
revenues, which compared with nil for the six months ended June 30, 2007.

Net revenues from sales of PV systems were RMB 4.8 million (US$0.7 million), or 0.1% of total net revenues for the
six months ended June 30, 2008, as compared to RMB 0.3 million, or 0.03% of total net revenues, for the six months
ended June 30, 2007, from sales of PV systems in China which remains a relatively small market.

Other revenues amounted to RMB 40.8 million (US$5.9 million) for the six months ended June 30, 2008, as compared
to RMB 14.8 million for the six months ended June 30, 2007, primarily from the occasional sales of substandard PV
cells and wafers. Other revenue as a percentage of total net revenues was 1.2% in the six months ended June 30, 2008,
as compared to 1.1% in the six months ended June 30, 2007.

Cost of Revenues. Cost of PV modules sales as a percentage of net revenues from PV modules was 74.6% in the six
months ended June 30, 2008, as compared to 77.5% for the six months ended June 30, 2007. The decrease in cost of
PV modules as a percentage of net revenues from PV modules in the six months ended June 30, 2008 from the six
months ended June 30, 2007 was primarily due to a decrease in polysilicon usage per watt in six months ended

June 30, 2008 resulting from the production of thinner wafers and PV cells with higher conversion efficiencies for use
in our PV modules, cost reductions achieved through research and development efforts at each stage of our vertically
integrated manufacturing process, which together more than offset the increase in costs of polysilicon.
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Cost of PV systems sales as a percentage of net revenues from sales of PV systems was 63.1% for the six months
ended June 30, 2008, as compared to 85.7% for the six months ended June 30, 2007. The decrease in cost of PV
systems as a percentage of net revenues from PV systems in the six months ended June 30, 2008 from the six months
ended June 30, 2007 was primarily due to the increase in the average selling price of PV systems in China.

Gross Profit. As a result of the factors described above, our gross profit was RMB 904.0 million (US$131.8 million)
in the six months ended June 30, 2008, which significantly increased from RMB 294.4 million
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for the six months ended June 30, 2007. Our gross profit margin increased to 25.2% for the six months ended June 30,
2008 from 22.1% for the six months ended June 30, 2007. This increase in gross profit margin was the result of a
higher average selling price and the cost reduction achieved through research and development efforts at each stage of
our vertically integrated manufacturing process.

Operating Expenses. Our operating expenses were RMB 225.7 million (US$32.9 million) in the six months ended
June 30, 2008, which significantly increased from RMB 105.8 million for the six months ended June 30, 2007.
Operating expenses as a percentage of net revenue decreased to 6.3% for the six months ended June 30, 2008 from
7.9% for the six months ended June 30, 2007 for reasons described below.

Selling Expenses. Our selling expenses were RMB 86.4 million (US$12.6 million) in the six months ended
June 30, 2008, which significantly increased from RMB 42.1 million for the six months ended June 30, 2007.
This increase was primarily due to a significant increase in marketing activities for our PV modules to

RMB 23.8 million (US$3.5 million), and an increase in amortization expenses to RMB 13.3 million

(US$1.9 million) for intangible assets relating to customer relationships and order backlogs, which were
allocated to selling expenses. Selling expenses as a percentage of net revenues decreased to 2.4% for the six
months ended June 30, 2008 from 3.1% for the six months ended June 30, 2007, primarily due to increasing
economies of scale.

General and Administrative Expenses. Our general and administrative expenses were RMB 124.9 million
(US$18.2 million) in the six months ended June 30, 2008, which significantly increased from

RMB 53.0 million in the six months ended June 30, 2007. The increase in general and administrative expenses
in the six months ended June 30, 2008 was primarily due to a significant increase in the number of
administrative staff and the hiring of senior executive officers related to the expansion of our operations to
RMB 29.2 million (US$4.3 million) and an increase in amortization expenses to RMB 16.4 million

(US$2.4 million) for intangible assets relating to technology know-how which were allocated to general and
administrative expenses, and increasing audit, legal and consulting fees. General and administrative expenses
as a percentage of net revenues decreased to 3.5% in the six months ended June 30, 2008 from 4.0% for the six
months ended June 30, 2007 primarily due to increasing economies of scale.

Research and Development Expenses. Our research and development expenses were RMB 14.3 million
(US$2.1 million) in the six months ended June 30, 2008, compared to RMB 10.8 million in the six months
ended June 30, 2007. The increase in research and development expenses in the six months ended June 30,
2008 was primarily a result of the research and development expenses relating to the production of thinner,
180-micron wafers, higher yields resulting from reduced breakage rates and higher cell conversion efficiency
rates. Research and development expenses as a percentage of net revenues were 0.4% for the six months ended
June 30, 2008 and 0.8% for the six months ended June 30, 2007.

Income from Operations. Income from operations was RMB 678.4 million (US$98.9 million) in the six months
ended June 30, 2008, RMB 188.5 million for the six months ended June 30, 2007. As a result of the cumulative effect
of the above factors, the operating profit margin was 18.9% for the six months ended June 30, 2008 and 14.2% for the
six months ended June 30, 2007.

Interest Expense, Net. Net interest expense was RMB 62.2 million (US$9.1 million) in the six months ended
June 30, 2008, which increased from RMB 38.9 million in the six months ended June 30, 2007, primarily due to an
increase in the accreted interest on convertible senior notes upon maturity and the amortization of issuance costs in
connection with the convertible senior notes offering that was completed in the fourth quarter of 2007.
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Income Tax Benefit. Tianwei Yingli is entitled to exemptions from the PRC national and local enterprise income tax
for its first two profitable years and a 50% reduction in the enterprise income tax rate in the subsequent three years,
beginning from calendar year 2007. As a result, our effective tax rate was negative 0.6% and negative 0.4% for each
of the six months ended June 30, 2007 and 2008, respectively. In the six months ended June 30, 2007, Tianwei Yingli
was exempted from the enterprise income taxes as a high and new technology enterprise under the FIE Income Tax
Law. The new EIT Law provides a five-year transition period from its effective date for those enterprises which were
established before the promulgation date of the new EIT law and which were entitled to a preferential lower tax rate
under the then effective tax laws or regulations. Further, according to the new EIT Law,
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entities that qualify as High and New Technology Enterprises strongly supported by the state are entitled to the
preferential EIT rate of 15%. However, the new recognition criteria and procedures for High and New Technology
Enterprises under the new EIT Law were not issued until April 14, 2008 and July 8, 2008. Therefore, as of June 30,
2008, Tianwei Yingli had yet to apply for the status as a High and New Technology Enterprises . Further, on
December 26, 2007, the PRC government passed the detailed implementing rules which allow enterprises to continue
to enjoy their unexpired tax holiday under the previous income tax laws and rules. Therefore, under the new EIT law,
Tianwei Yingli will continue to enjoy its previous unexpired tax holiday which will be applied to the new tax rate of
25%, resulting in tax rates of 0%, 12.5%, 12.5%, 12.5% for the calendar years from 2008 to 2011 and 25% thereafter.
We recorded an income tax benefit of RMB 2.3 million (US$0.3 million) in the six months ended June 30, 2008, and
an income tax benefit of RMB 0.8 million in the six months ended June 30, 2007.

Foreign Currency Exchange Loss. Foreign currency exchange loss was RMB 1.9 million (US$0.3 million) for the
six months ended June 30, 2008, compared to a foreign currency exchange loss of RMB 17.5 million for the six
months ended June 30, 2007. The decrease in foreign currency exchange loss in the six months ended June 30, 2008
was primarily due to the depreciation of the U.S. dollar against the Renminbi, which was partially offset by a gain
resulting from the appreciation of the Euro against Renminbi and the remeasurement of accounts receivables and raw
material prepayments denominated in the Euro during the period.

Minority Interest. Minority interest was RMB 188.8 million (US$27.5 million) in the six months ended June 30,
2008, which represents the income attributable to Tianwei Baobian s ownership interest in Tianwei Yingli, which
decreased to 25.99% as a result of our acquisition of an additional 7.98% and 3.90% interest in Tianwei Yingli on
June 25, 2007 and March 14, 2008, respectively, as well as the 10% ownership interest in Yingli Beijing not held by
Yingli Green Energy. Minority interest was RMB 61.0 million for the six months ended June 30, 2007. Minority
interest for the six months ended June 30, 2007 represents income attributable to the equity interest of Tianwei Yingli
and its subsidiary, Chengdu Yingli, not held by us during the six months ended June 30, 2007.

Net Income. As a result of the cumulative effect of the above factors, our net income increased to RMB 430.7 million
(US$62.8 million) in the six months ended June 30, 2008 as compared to RMB 71.6 million for the six months ended
June 30, 2007. Our net profit margin amounted to 12.0% in the six months ended June 30, 2008 and 5.4% for the six
months ended June 30, 2007. The tax holiday had the impact of increasing our net income by RMB 130.4 million
(US$19.0 million) and net income attributable to ordinary shareholders on a basic per share basis by RMB 1.02
(US$0.15) and on a dilutive per share basis by RMB 1.01 (US$0.15) in the six months ended June 30, 2008. In the six
months ended June 30, 2007, the tax holiday also had the impact of increasing our net income by RMB 19.1 million
and net income attributable to ordinary shareholders on a basic per share basis by RMB 0.28 and on a dilutive per
share basis by RMB 0.27.

Liquidity and Capital Resources
In addition, we discuss below our liquidity and capital resources for the six months ended June 30, 2008.
Cash Flows and Working Capital

Our ability to continue as a going concern for a reasonable period of time largely depends on the ability of our
management to successfully execute our business plan (including increasing sales while decreasing operating costs
and expenses) and, if required, the ability to obtain additional funds from third parties, including banks, and from our
related parties or from the issuance of additional equity or debt securities. Our management believes increased sales,
as we expand our market presence in Europe and other target markets as well as the proceeds from our the convertible
senior notes offering and other financings entered into from time to time, will enable us to fund our operational cash
flow needs and meet our commitments and current liabilities, as and when they come due, for a reasonable period of
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time.

The primary sources of our financing have been borrowings from banks, our equity interest holders, other related
parties and other third parties, and private placements of our debt and equity securities as well as our initial public
offering and convertible senior notes offering. As of June 30, 2008, we had RMB 674.7 million (US$98.4 million) in
cash, RMB 141.2 million (US$20.6 million) in restricted cash, RMB 1,622.3 million (US$236.5 million) in
outstanding short-term borrowings and RMB 0.9 million (US$0.1 million) in outstanding borrowings from related

27

Table of Contents 52



Edgar Filing: YINGLI GREEN ENERGY HOLDING CO LTD - Form F-3ASR

Table of Contents

parties. As of June 30, 2008, we had outstanding convertible senior notes of RMB 1,216.0 million
(US$177.3 million), which carried a term of more than one year.

As of June 30, 2008, our cash consisted of cash on hand, cash in bank accounts and interest-bearing savings accounts,
and our restricted cash consisted of bank deposits for securing letters of credit and letters of guarantee granted to us.

Our outstanding short-term borrowings from banks as of June 30, 2008 were RMB 236.5 million (US$34.5 million),
and bore a weighted-average interest rate of 7.33%. Such borrowings were made principally to fund prepayments to
polysilicon suppliers and capital expenditure for our capacity expansion and to repay short-term borrowings. Our
short-term borrowings from banks, some of which are guaranteed or entrusted by Tianwei Baobian, have a term of
less than one year and expire at various times throughout the year. We have historically negotiated renewal of certain
of these borrowings shortly before they mature.

In 2007, Tianwei Yingli made loans to Yuan Sheng in the amount of RMB 2.0 million (US$0.3 million) which were
unsecured and free of interest and without definitive terms of repayment. As of June 30, 2008, RMB 2.0 million
(US$0.3 million) remained outstanding on this loan.

We have historically been able to repay our borrowings mostly from refinancing or new or additional borrowings from
our shareholders, related parties, other third parties as well as proceeds from our initial public offering and the
convertible senior notes offering. We may also seek additional debt or equity financing or to use some of the proceeds
from the convertible senior notes offering to repay the remaining portion of our borrowings. As we ramp up our
current and planned operations in order to complete our expansion projects, we expect to generate cash from our
expanded operations to repay a portion of our borrowings. If we are unable to obtain alternative funding or generate
cash from our operations as required, our business and prospects may suffer. See Risk Factors Risks Related to Us
and the PV Industry We have significant outstanding short-term borrowings, and we may not be able to obtain
extensions when they mature.

We have significant working capital commitments because suppliers of high purity polysilicon and polysilicon scraps
require us to make prepayments in advance of shipment. As of June 30, 2008, our advances or prepayments to
suppliers was RMB 1,999.4 million (US$291.5 million) (including amounts due from related parties of

RMB 215.5 million (US$31.4 million)).

Historically, we required many of our customers to make an advance payment of a certain percentage of their orders, a
business practice that helped us to manage our accounts receivable, prepay our suppliers and reduce the amount of
funds that we needed to finance our working capital requirements. However, this practice of requiring our customers
to make advance payments has diminished, which in turn has increased our need to obtain additional short-term
borrowings to fund our current cash requirements. For the six months ended June 30, 2008, a small portion of our
revenue was derived from sales that required advance payments from our customers. Currently, a significant portion
of our revenue is derived from credits sales to our customers, generally with payments due within two to five months.
In addition, other customers now pay us through letters of credit, which typically take 30 to 90 days to be processed
for us to be paid. As a result, the general decrease in the use of cash advance payments has negatively impacted our
short-term liquidity and, coupled with increased sales to a small number of major customers, exposed us to additional
and more concentrated credit risk since a significant portion of our outstanding accounts receivable is derived from
sales to a limited number of customers. As of June 30, 2008, our five largest outstanding accounts receivable balance
accounted for approximately 72.8% of our total outstanding accounts receivable. The failure of any of these customers
to meet their payment obligations would materially and adversely affect our financial position, liquidity and results of
operations. Although we have been able to maintain adequate working capital primarily through short-term
borrowing, in the future we may not be able to secure additional financing on a timely basis or on terms acceptable to
us or at all.
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In addition, in anticipation of sharp rises in the price of polysilicon arising from the industry-wide shortage of
polysilicon and increasing market demand for our PV modules, we made significant expenditures to purchase
polysilicon in the six months ended June 30, 2008. As a result, our inventories increased to RMB 1,246.5 million
(US$181.7 million) as of June 30, 2008. We also make prepayments for equipment purchases. Our prepayments for
equipment purchases amounted to RMB 707.2 million (US$103.1 million) as of June 30, 2008.
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The following table sets forth a summary of our cash flows for the periods indicated:

Yingli Green Energy
For the Six Months Ended June 30,
2007 2008 2008
RMB RMB US$
(In thousands)

Net cash provided by (used in) operating activities (614,258) 367,909 53,638
Net cash used in investing activities (366,485) (970,028) (141,422)
Net cash provided by financing activities 2,556,459 363,572 53,006
Effect of foreign currency exchange rate changes on cash (15,959) (47,824) (6,972)
Net increase (decrease) in cash 1,559,757 (286,371) (41,750)
Cast at the beginning of the period 78,455 961,077 140,117
Cash at the end of the period 1,638,212 674,706 98,367

Operating Activities

Net cash provided by operating activities was RMB 367.9 million (US$53.6 million) in the six months ended June 30,
2008, primarily due to the expansion of sales from RMB 1,329.7 million for the six months ended June 30, 2007 to
RMB 3,582.0 (US$522.2 million) for the six months ended June 30, 2008 with consistent accounts receivable
turnover days, which decreased slightly from 59 days for the six months ended June 30, 2007 to 58 days for the six
months ended June 30, 2008.

Investing Activities

Net cash used in investing activities was RMB 970.0 million (US$141.4 million) in the six months ended June 30,
2008, primarily due to purchases of property, plant and equipment for business expansion, which were
RMB 828.4 million (US$120.7 million) for the six months ended June 30, 2008.

Financing Activities

Net cash provided by financing activities was RMB 363.6 million (US$53.0 million) in the six months ended June 30,
2008, primarily due to proceeds from bank borrowings of RMB 3,012.8 million (US$439.2 million) which were offset
by the repayment of bank borrowings of RMB 2,651.8 million (US$386.6 million) for the six months ended June 30,
2008.

We believe that our current cash and available lines of credit will be sufficient to meet our anticipated present cash
needs, including cash needs for working capital, capital expenditures and the proposed acquisition of Cyber Power, a
development stage enterprise that plans to produce solar grade polysilicon. We plan to meet our cash needs for
working capital and capital expenditures for the remainder of 2008 and beyond primarily through cash generated from
operations, and to the extent required, through borrowings from financial institutions and/or issuances of equity and
debt securities. We may, however, require additional cash due to changing business conditions or other future
developments. If our existing cash is insufficient to meet our requirements, we may seek to borrow from financial
institutions or our equity interest holders or seek additional equity contributions. We cannot assure you that financing
will be available in the amounts we need or on terms acceptable to us, if at all. Furthermore, the incurrence of
additional debt, including the notes we offered in December 2007, could divert cash for working capital and capital
expenditures to service debt obligations or result in operating and financial covenants that restrict our operations and
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Tianwei Yingli s ability to pay dividends to us, and in turn, our ability to pay dividends to our shareholders. If we are
unable to obtain additional equity contribution or debt financing as required, our business operations and prospects
may suffer.

Capital Expenditures

We had capital expenditures of RMB 966.8 million (US$141.0 million) in the six months ended June 30, 2008,
respectively. Our capital expenditures were used primarily to build manufacturing facilities for our PV products.
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We estimate that we will make capital expenditures in 2008 in the amounts of approximately RMB 1.9 billion, which
will be used primarily to build manufacturing facilities for our PV products. We currently plan to increase our overall
annual manufacturing capacity of each of polysilicon ingots and wafers, PV cells and PV modules to 600 megawatts
in the third quarter of 2009. In addition, in November 2008, we entered into a binding letter of intent to acquire Cyber
Power, a development stage enterprise that plans to produce solar-grade polysilicon. See Management s Discussion
and Analysis of Financial Condition and Results of Operations for the Six Months Ended June 30, 2008 Related Party
Transactions Transactions with Mr. Liansheng Miao and Entities Controlled by Mr. Miao. As of June 30, 2008, we
committed an aggregate of RMB 1,844.8 million (US$268.9 million) to purchase property, plant and equipment for
such expansion. We plan to fund part of the capital expenditures for such expansion with the proceeds, the convertible
senior notes offering completed in December 2007, which we have injected into Yingli China in the form of an equity
contribution, as well as additional borrowings from third parties, including banks, and, if any, cash from operations.

Contractual Obligations

As of June 30, 2008, we had approximately RMB 1,622.3 million (US$236.5 million) in borrowings from banks,
RMB 1,216.0 million (US$177.3 million) outstanding in our convertible senior notes, RMB 1,844.8 million
(US$269.0 million) in commitments for capital expenditures and RMB 8,726.2 million (US$1,272.2 million) in
commitments for the purchase of polysilicon.

In July 2008, we entered into a loan agreement which provides us with a revolving facility of US$10 million at an
interest rate equal to the relevant interbank rate, as determined by lender, plus 3%. Under the loan agreement, the
lender may terminate, amend or supplement the facility or declare all outstanding amounts due and payable at any
time by giving written notice to us. As of the date of this prospectus, we had US$10.0 million outstanding under the
revolving facility.

In August 2008, Tianwei Yingli entered into a term facility agreement with Deutsche Investitions- und
Entwicklungsgesellschaft mbH and Netherlands Development Finance Company, which provides Tianwei Yingli with
a term facility of up to an aggregate amount of US$50 million for a term of five years. Borrowings under the facility
will bear an interest rate of LIBOR plus 3%. The obligations of Tianwei Yingli under the term facility agreement are
guaranteed by us pursuant to a guarantee agreement. The term facility agreement and the guarantee agreement each
contain certain covenants, events of default and other terms and conditions. In November 2008, Tianwei Yingli
entered into a supplemental agreement to the term facility agreement, which added The Société de Promotion et de
Participation pour la Coopération Economique to the lender group and increased available credit by an additional
US$25 million. As of the date of this prospectus, we had approximately US$50.0 million outstanding under the term
facility.

In October 2008, Tianwei Yingli entered into a new credit line trade finance facility agreement with the Export-Import
Bank of China, a government policy bank solely owned by China s central government, which provides Tianwei
Yingli with a short-term credit line of up to an aggregate principal amount of RMB500 million or its U.S. dollar
equivalent subject to certain terms and conditions. As of the date of this prospectus, we had nil outstanding under the
trade finance facility.

In November 2008, we entered into a binding letter of intent to acquire Cyber Power, a development stage enterprise
that plans to produce solar-grade polysilicon. Under the terms of the letter of intent, we propose to acquire Cyber
Power for an aggregate consideration in the range of US$70 million to US$80 million, which is determined with
reference to the book value of Cyber Power s net tangible assets and subject to adjustment after further due diligence.
See Management s Discussion and Analysis of Financial Condition and Results of Operations for the Six Months
Ended June 30, 2008 Related Party Transactions Transactions with Mr. Liansheng Miao and Entities Controlled by
Mr. Miao.
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Quantitative and Qualitative Disclosures About Market Risk
Foreign Exchange Risk

Most of our sales are currently denominated in U.S. dollars and Euros, and to a lesser extent, in Renminbi, while a
substantial portion of our costs and expenses is denominated in U.S. dollars, Renminbi, Japanese Yen and Euros.
Under relevant PRC regulations, we are required to convert the foreign currencies we receive into Renminbi within
specified time periods and prior to disbursement.

Fluctuations in currency exchange rates could have a significant effect on our financial stability due to a mismatch
among various foreign currency-denominated assets and liabilities. Fluctuations in exchange rates, particularly among
the U.S. dollar, Euro and Renminbi, affect our net profit margins and would result in foreign currency exchange gains
and losses on our foreign currency denominated assets and liabilities. Our exposure to foreign exchange risk primarily
relates to foreign currency exchange gains or losses resulting from timing differences between the signing of sales
contracts or raw material supply contracts and the receipt of payment and the settlement or disbursement relating to
these contracts.

As of June 30, 2008, we held an equivalent of RMB 3,750.0 million (US$546.7 million) in accounts receivable and
prepayment to suppliers, of which an equivalent of RMB 1,541.2 million (US$224.7 million) were denominated in
U.S. dollars and RMB 1,535.6 million (US$223.9 million) were denominated in Euro. As the substantial majority of
our sales of our products and purchases of our raw materials are denominated in U.S. dollars and Euro, any significant
fluctuations in the exchange rates between the Renminbi and the U.S. dollar and/or the Euro could have a material
adverse effect on our results of operations. Moreover, we had significant monetary assets and liabilities denominated
in U.S. dollars and Euro as of June 30, 2008, which consisted mainly of accounts receivable, prepayment to suppliers
and accounts payable. Fluctuations in foreign exchange rates could also have a material adverse effect on the value of
these monetary assets and liabilities denominated in U.S. dollars and Euro. Generally, appreciation of Renminbi
against U.S. dollars and Euro will result in foreign exchange losses for monetary assets denominated in U.S. dollars
and Euro and foreign exchange gains for monetary liabilities denominated in U.S. dollars and Euro. Conversely,
depreciation of Renminbi against U.S. dollars and Euro will generally result in foreign exchange gains for monetary
assets denominated in U.S. dollars and Euro and foreign exchange losses for monetary liabilities denominated in

U.S. dollars and Euro.

Without taking into account the effect of the potential use of hedging or other derivative financial instruments, we
estimate that a 10% appreciation of Renminbi based on the foreign exchange rate on December 31, 2007 would result
in our holding Renminbi equivalents of RMB 1,387.1 million (US$202.2 million) for our accounts receivable and
prepayment to suppliers denominated in U.S. dollars as of June 30, 2008. These amounts would represent net loss of
RMB 154.1 million (US$22.5 million) for our accounts receivable and prepayment to suppliers denominated in

U.S. dollars as of June 30, 2008. Conversely, we estimate that a 10% depreciation of Renminbi would result in our
holding Renminbi equivalents of RMB 1,695.3 million (US$247.2 million) for our accounts receivable and
prepayment to suppliers denominated in U.S. dollars as of June 30, 2008. These amounts would represent net income
of RMB 154.1 million (US$22.5 million) for our accounts receivable and prepayment to suppliers denominated in
U.S. dollars as of June 30, 2008.

Without taking into account the effect of the potential use of hedging or other derivative financial instruments, we
estimate that a 10% appreciation of Renminbi based on the foreign exchange rate on December 31, 2007 would result
in our holding Renminbi equivalents of RMB 1,378.4 million (US$201.0 million) for our accounts receivable and
prepayment to suppliers denominated in Euro as of June 30, 2008. These amounts would represent net loss of

RMB 157.2 million (US$22.9 million) for our accounts receivable and prepayment to suppliers denominated in Euro
as of June 30, 2008. Conversely, we estimate that a 10% depreciation of Renminbi would result in our holding
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Renminbi equivalents of RMB 1,684.7 million (US$245.6 million) for our accounts receivable and prepayment to
suppliers denominated in Euro as of June 30, 2008. These amounts would represent net income of RMB 149.1 million
(US$21.7 million) for our accounts receivable and prepayment to suppliers denominated in Euro as of June 30, 2008.

Yingli Green Energy s functional currency is U.S. dollars. Assets and liabilities of Yingli Green Energy are translated
into our reporting currency, the Renminbi, using the exchange rate on the balance sheet date. Revenues and expenses

are translated into our reporting currency, the Renminbi, at average rates prevailing during the period.
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The gains and losses resulting from the translation of financial statements of Yingli Green Energy are recorded as a
separate component of accumulated other comprehensive income within shareholders equity.

Tianwei Yingli s functional currency is the Renminbi. Tianwei Yingli translates transactions denominated in other
currencies into Renminbi and recognizes any foreign currency exchange gains and losses in our statement of income.
Net foreign currency exchange loss was RMB 1.8 million in 2005 and RMB 8.1 million in 2006 due to the adjustment
of the exchange rate between the U.S. dollar and Renminbi, beginning in July 2005 when the PRC government began
to allow the Renminbi to fluctuate within a narrow and managed band against a basket of foreign currencies. Net
foreign currency exchange loss was RMB 32.7 million (US$4.8 million) in 2007 primarily due to continued
appreciation of Renminbi against the U.S. dollar, partially offset by sales denominated in Euro during this period as
the Euro appreciated against Renminbi. Net foreign currency exchange loss was RMB 1.9 million (US$0.3 million) in
the six months ended June 30, 2008, primarily due to depreciation of the U.S. dollar against the Renminbi, which was
partially offset by a gain resulting from the appreciation of the Euro against the Renminbi. We have not used any
forward contracts, currency options or borrowings to hedge our exposure to foreign currency exchange risk. We
cannot predict the effect of future exchange rate fluctuations on our results of operations and may incur net foreign
currency exchange losses in the future. Although we plan to reduce the effect of such exposure through hedging
arrangements, such as entering into forward exchange contracts and foreign currency option contracts, due to the
limited availability of hedging instruments in China, we cannot assure you that we will find a suitable hedging
arrangement, or that such hedging activities will be effective in managing our foreign exchange risk exposure.

The value of your investment in our securities may be affected by the foreign exchange rate between U.S. dollars and
Renminbi. For example, a decline in the value of the Renminbi against the U.S. dollar could reduce the U.S. dollar
equivalent amounts of our financial results, the dividends Tianwei Yingli may pay us in the future and the value of
your investment in our securities, all of which may have a material adverse effect on the value of our securities.

Interest Rate Risk

Our exposure to interest rate risk primarily relates to our interest expenses incurred by our short-term borrowings and
interest income generated by excess cash invested in demand deposits. Such interest-earning instruments carry a
degree of interest rate risk. We have not used any derivative financial instruments to manage our interest rate risk
exposure. We have not been exposed nor do we anticipate being exposed to material risks due to changes in interest
rates. However, our future interest expense may increase due to changes in market interest rates.

On December 11, 2007, we completed an offering of US$172.5 million principal amount zero coupon convertible
senior notes due 2012. As the convertible senior notes carry a fixed return of 5.125% per annum to the investor if not
converted, historical changes in market interest rates have not exposed us to material interest rate risks.

Recent Accounting Pronouncements

In March 2008, the FASB issued SFAS No. 161, Disclosures about Derivative Instruments and Hedging Activities, an
amendment of SFAS No. 133 or SFAS 161. SFAS 161 requires enhanced disclosures about an entity s derivative and
hedging activities and is effective for fiscal years and interim periods beginning after November 15, 2008, although
early adoption is encouraged. We are currently evaluating the additional disclosures required by SFAS 161.

In May 2008, FASB issued FASB Staff Position No. APB 14-1, Accounting for Convertible Debt Instruments that
May be Settled in Cash Upon Conversion or FSP APB 14-1. FSP APB 14-1 requires that the liability and equity
components of convertible debt instruments that may be settled in cash upon conversion (including partial cash
settlement) be separately accounted for in a manner that reflects an issuer s nonconvertible debt borrowing rate. The
resulting debt discount 