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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 8-K/A

CURRENT REPORT
PURSUANT TO SECTION 13 OR 15(D) OF THE SECURITIES EXCHANGE
ACT OF 1934

Date of Report (Date of earliest event reported): June 10, 2009

AGY HOLDING CORP.

(Exact name of registrant as specified in its charter)

Delaware 333-150749 20-0420637
(State or other jurisdiction (Commission File Number) (IRS Employer
of incorporation) Identification Number)
2556 Wagener Road
Aiken, South Carolina 28209
(Address of principal executive offices) (Zip Code)

Registrant’s telephone number, including area code: (888) 434-0945

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant
under any of the following provisions (see General Instruction A.2. below):

OO  Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

O  Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

O Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
O

Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
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Explanatory Note

This Current Report on Form 8-K/A is filed as an amendment (this “Amendment”) to the Current Report on Form 8-K filed with the
Securities and Exchange Commission (the “SEC”) by AGY Holding Corp., a Delaware (the “Company”’) on June 16, 2009 (the
“Original Form 8-K”) to provide the historical and pro forma financial information required pursuant to Item 9.01 of Form 8-K. All
other items of the Original Form 8-K are unchanged and are incorporated herein by reference.

The financial statements and pro forma financial information described in Item 9.01 below should be read in conjunction with the
Form 8-K and this Amendment.

ITEM 9.01 Financial Statements and Exhibits.

The following financial statements and pro forma financial information omitted from the Original Form 8-K in reliance upon Items
9.01(a)(4) and 9.01(b)(2) of Form 8-K are filed herewith.

(a) Financial Statements of Business Acquired
The Report of Independent Registered Public Accounting Firm is hereby incorporated by reference to Exhibit 99.1.

The audited consolidated financial statements and the unaudited interim consolidated financial statements of Main Union Industrial
Ltd., required to be filed pursuant to Item 9.01(a) of Form 8-K are included as Exhibit 99.1 of this Current Report on Form 8-K/A.

(b) Pro Forma Financial Information

The required pro forma financial information required to be filed pursuant to Item 9.01(b) of Form 8-K is included as Exhibit 99.2 of
this Current Report on Form 8-K/A.

(d) Exhibits
The following exhibits are being filed herewith:
99.1 Audited consolidated financial statements of Main Union Industrial Ltd., for the years ended December 31, 2007 and

December 31, 2008 and unaudited consolidated financial statements of Main Union Industrial Ltd., for the three-month
periods ended March 31, 2008 and March 31, 2009.

99.2  Unaudited pro forma combined financial statements of AGY Holding Corp, for the year ended December 31, 2008 and for
the three-month period ended March 31, 2009.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned thereunto duly authorized.

AGY Holding Corp.

By: /s/ Douglas J. Mattscheck
Douglas J. Mattscheck
Date: August 26, 2009 Chief Executive Officer, President and Director

By: /s/ Wayne T. Byrne
Wayne T. Byrne
Date: August 26, 2009 Chief Financial Officer
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EXHIBIT INDEX

99.1 Audited consolidated financial statements of Main Union Industrial Ltd., for the years ended December 31, 2007 and
December 31, 2008 and unaudited consolidated financial statements of Main Union Industrial Ltd., for the three-month
periods ended March 31, 2008 and March 31, 2009.

99.2  Unaudited pro forma combined financial statements of AGY Holding Corp, for the year ended December 31, 2008 and for
the three-month period ended March 31, 2009.
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Exhibit 99.1
MAIN UNION INDUSTRIAL LIMITED
INDEX TO CONSOLIDATED FINANCIAL STATEMENTS

Pages

Report of Independent Registered Public Accounting Firm F-1
Consolidated Balance Sheets as of December 31, 2007 and 2008 and Unaudited Interim Consolidated Balance Sheet as

of March 31, 2009 F-2
Consolidated Statements of Operations for the years ended December 31, 2007 and 2008 and Unaudited Interim

Consolidated Statements of Operations for the three-month periods ended March 31, 2008 and 2009 F-3
Consolidated Statements of Cash Flows for the years ended December 31, 2007 and 2008 and Unaudited Interim

Consolidated Statements of Cash Flows for the three-month periods ended March 31, 2008 and 2009 F-4 - F-5
Consolidated Statements of Changes in Shareholder’s Equity for the years ended December 31, 2007 and 2008 and

Unaudited Interim Consolidated Statements of Changes in Shareholder’s Equity for the three-month periods ended

March 31, 2008 and 2009 F-6

Notes to Consolidated Financial Statements F-7 - F-24
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders of
Main Union Industrial Limited

We have audited the accompanying consolidated balance sheets of Main Union Industrial Limited and its subsidiary (the “Company”)
as of December 31, 2007 and 2008 and the related consolidated statements of operations, cash flows and shareholder’s equity for each
of the two years in the period ended December 31, 2008. These consolidated financial statements are the responsibility of the
Company’s management. Our responsibility is to express an opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the consolidated financial
statements are free of material misstatement. We were not engaged to perform an audit of the Company’s internal control over
financial reporting. Our audits included consideration of internal control over financial reporting as a basis for designing audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company’s internal control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on
a test basis, evidence supporting the amounts and disclosures in the consolidated financial statements, assessing the accounting
principles used and significant estimates made by management, and evaluating the overall consolidated financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial position of
Main Union Industrial Limited and its subsidiary at December 31, 2007 and 2008 and the consolidated results of their operations and
their cash flows for each of the two years in the period ended December 31, 2008, in conformity with U.S. generally accepted
accounting principles.

/s/ Ernst & Young Hua Ming
Shanghai, the People’s Republic of China

August 12, 2009
F-1
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MAIN UNION INDUSTRIAL LIMITED
CONSOLIDATED BALANCE SHEETS
(Amounts in thousands of U.S. Dollars)

December 31 March 31
Notes 2007 2008 2009
Unaudited
ASSETS:
Current assets:
Cash and cash equivalents 952 1,708 3,169
Trade and bills receivable 4 764 1,817 1,933
Prepayments, deposits and other receivables 5 568 851 869
Due from related parties 13 10,739 4911 2,945
Tax receivables 5 4 4
Inventories, net 6 2,225 3,586 3,149
Current deferred tax assets 11 36 47 34
Total current assets 15,289 12,924 12,103

Non-current assets:

Property, plant and equipment 7 79,010 76,935 74,881
Intangible assets 8 2,484 2,721 2,693
Long-term deferred assets 973 463 487
Long-term deferred tax assets 11 231 251 264
Total non-current assets 82,698 80,370 78,325
TOTAL ASSETS 97,987 93,294 90,428
LIABILITIES AND SHAREHOLDER’S EQUITY
Current liabilities:
Short-term borrowings 9 17,526 18,387 18,384
Current portion of long-term borrowings 9 8,845 14,242 14,240
Trade and bills payable 1,288 2,804 2,421
Accrued expenses and other liabilities 10 1,514 1,635 1,740
Advance from customers 21 25 43
Unrecognised tax benefit 12 9 — —
Due to related parties 13 13,434 13,244 13,241
Total current liabilities 42,637 50,337 50,069
Non-current liabilities:
Long-term borrowings 9 13,898 4,926 4,926
Total non-current liabilities 13,898 4,926 4,926
Total liabilities 56,535 55,263 54,995
Shareholder’s equity:
Ordinary shares, US$0.10 par value, 20,000 shares authorized and issued in 2009 (10,000

shares in 2007 and 2008) 1 1 2
Additional paid-in capital 40,268 41,239 41,512
Accumulated other comprehensive income 4,458 7,210 7,203
Accumulated losses (3,275) (10,419)  (13,284)
Total shareholder’s equity 41,452 38,031 35,433
TOTAL LIABILITIES AND SHAREHOLDER'’S EQUITY 97,987 93,294 90,428

The accompanying notes are an integral part of these consolidated financial statements.

F-2
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MAIN UNION INDUSTRIAL LIMITED
CONSOLIDATED STATEMENTS OF OPERATIONS
(Amounts in thousands of U.S. Dollars)
Three-month periods
Year ended December 31 ended March 31
Notes 2007 2008 2008 2009
Unaudited Unaudited

Revenue 26,494 22,833 7,460 4,038
Cost of revenue (20,057) (21,345) (5,920) (5,780)
Gross profit/(loss) 6,437 1,488 1,540 (1,742)
Operating expenses:

Selling expenses (331) (380) (66) 96)

General and administrative expenses (1,767) 4,776) (448) (226)
Total operating expenses (2,098) (5,156) (514) (322)
Operating income/(loss) 4,339 (3,668) 1,026 (2,064)
Interest income 110 13 3 2
Interest expense (3,634) (3,656) (937) (804)
Exchange gain 286 125 43 3
Other income 7 55 1 1
Other expense ®) A7) @ 3)
Income/(loss) before income tax expenses 1,100 (7,148) 135 (2,865)
Income tax expenses 11 (203) 4 (11) —
Net income/(loss) 897 (7,144) 124 (2,865)

The accompanying notes are an integral part of these consolidated financial statements.

F-3
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MAIN UNION INDUSTRIAL LIMITED
CONSOLIDATED STATEMENTS OF CASH FLOWS
(Amounts in thousands of U.S. Dollars)

Three-month periods

Year ended December 31 ended March 31
2007 2008 2008 2009
Unaudited Unaudited
Cash flows from operating activities
Net income/(loss) 897 (7,144) 124 (2,865)
Adjustments to reconcile net income/(loss) to net cash provided by operating
activities:
Depreciation, depletion and amortization 8,193 8,947 2,185 2,075
Gain/(loss) on disposal of property, plant and equipment 2) 8) — 1
Inventory provision — 2,661 — 50
Expenses incurred on behalf of the Company by shareholder 2,446 — — —
Imputation of interest on related party short-term loans — — — 273
Deferred tax expense (55) (12) ®) —
Exchange gain/(loss) (530) 186 190 2)
Changes in operating assets and liabilities:
Trade and bills receivable (650) (988) (1,076) (116)
Prepayments, deposits and other receivables (1) 255 (231) a7
Due from related parties 1,774 6,481 1,417 1,965
Tax receivables ) 1 5 —
Inventories (226) (3,818) 326 385
Trade and bills payable (5,631) 2,224 1,837 (325)
Accrued expenses and other liabilities 471 17 (28) 105
Advance from customers 11 12 23 18
Unrecognised tax benefit 9 ©)) — —
Due to related parties 411) (1,218) (1,455) —
Net cash provided by operating activities 6,280 7,587 3,309 1,547
Cash flows from investing activities:
Purchase of property, plant and equipment 4,211) (1,463) (544) ©1)
Proceeds from disposal of items of property, plant and equipment 5 — — —
Net cash used in investing activities (4,206) (1,463) (544) 91)

The accompanying notes are an integral part of these consolidated financial statements.

F-4
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MAIN UNION INDUSTRIAL LIMITED
CONSOLIDATED STATEMENTS OF CASH FLOWS (continued)
(Amounts in thousands of U.S. Dollars)

Three-month periods

Year ended December 31 ended March 31
2007 2008 2008 2009
Unaudited Unaudited
Cash flows from financing activities:
Capital injection 1 90 — —
Proceeds from borrowings from related party 54,719 44,932 2,013 —
Proceeds from borrowings from bank 25,630 22,216 8,815 —
Repayment of borrowings to related party (51,228) (44,814) (4,635) —
Repayment of borrowings to bank (33,678) (27,317) (9,096) —
Net cash used in financing activities (4,556) (4,893) (2,903) —
Net (decrease)/increase in cash and cash equivalents (2,482) 1,231 (138) 1,456
Effect of changes in exchange rate on cash and cash equivalents 58 “475) (360) 5
Cash and cash equivalents at the beginning of periods 3,376 952 952 1,708
Cash and cash equivalents at end of periods 952 1,708 454 3,169
Supplemental disclosures:
Interest expense paid (3,905) (3,582) (731) (549)
Income tax paid (254) (16) — —
Non-cash financing activities:
Expenses incurred on behalf of the Company by shareholder 2,446 351 — —
Non-monetary assets transferred from shareholder — 530 — —
Imputation of interest on related party short-term loans — — — 273

The accompanying notes are an integral part of these consolidated financial statements.
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MAIN UNION INDUSTRIAL LIMITED
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDER’S EQUITY
(Amounts in thousands of U.S. Dollars)
Accumulated
Additional other Total
Number of  Ordinary paid-in comprehensive Accumulated shareholder’s Comprehensive
Shares shares capital income losses equity income
At January 1, 2007 10,000 1 37,822 1,832 4,172) 35,483 (2,340)
Net income — — — — 897 897 897
Capital injection — — 2,446 — — 2,446 —
Foreign currency translation
adjustment — — — 2,626 — 2,626 2,626
At December 31, 2007 and
January 1, 2008 10,000 1 40,268 4,458 (3,275) 41,452 1,183
Net loss — — — — (7,144) (7,144) (7,144)
Capital injection — — 971 — — 971 —
Foreign currency translation
adjustment — — — 2,752 — 2,752 2,752
At December 31, 2008 10,000 1 41,239 7,210 (10,419) 38,031 (3,209)
Accumulated
Additional other Total
Number of  Ordinary paid-in comprehensive Accumulated shareholder’s Comprehensive
Shares shares capital income losses equity income
Unaudited Unaudited Unaudited Unaudited Unaudited Unaudited Unaudited
At January 1, 2008 10,000 1 40,268 4,458 (3,275) 41,452 1,183
Net income — — — — 124 124 124
Foreign currency translation
adjustment — — — 1,699 — 1,699 1,699
At March 31, 2008 10,000 1 40,268 6,157 (3,151) 43,275 3,006
At January 1, 2009 10,000 1 41,239 7,210 (10,419) 38,031 (3,209)
Net loss — — — — (2,865) (2,865) (2,865)
Capital injection 10,000 1 — — — 1 —
Imputation of interest on short-
term loans — — 273 — — 273 —
Foreign currency translation
adjustment — — — () — () @
At March 31, 2009 20,000 2 41,512 7,203 (13,284) 35,433 (6,081)

The accompanying notes are an integral part of these consolidated financial statements.
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MAIN UNION INDUSTRIAL LIMITED
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Amounts in thousands of U.S. Dollars)

1. ORGANIZATION AND PRINCIPAL ACTIVITIES

Main Union Industrial Limited (“the Company”’) was incorporated on November 6, 2007 by Grace Technology Investment
Co.,Ltd. (“Grace BVI”) as a limited liability company in Hong Kong. On November 29, 2007, Grace BVI exchanged its
investment in Shanghai Grace Technology Co.,Ltd. (“SGT”) for 10,000 shares of the Company. As a result of the share
exchange, SGT became the wholly-owned subsidiary of the Company on November 29, 2007.

SGT was incorporated on August 13, 1998 by Grace BVI as a privately held company under the law of the PRC. Grace BVI is
wholly owned by the ultimate holding company, Grace THW Holding Limited. SGT is principally engaged in the production
and sale of glass fiber yarn.

The above exchange was accounted for as a reorganization of entities under common control, in a manner similar to a pooling-
of-interest. Accordingly, the accompanying consolidated financial statements have been prepared as if the current corporate
structure had been in existence throughout the periods presented. The assets and liabilities of the parties to the reorganization
have been stated at their historical amounts in the consolidated financial statements.

On March 2, 2009, the Company issued an additional 10,000 shares to Grace BVI for consideration amounting to US$1.

The principal activities of the Company are the production and sale of glass fiber yarn used in electronic and other industrial
products. Its principal market is the People’s Republic of China (the “PRC” or “China”).

2.  GOING CONCERN ASSUMPTION

As at December 31, 2007 and 2008, and March 31, 2009 (unaudited), the Company’s net current liabilities amounted to
US$27,348, US$37,413 and US$37,966, respectively. Nevertheless, the consolidated financial statements of the Company have
been prepared on a going concern basis. As further explained in Note 16, subsequent to year end, the Company received a
capital injection and increased its borrowing facilities. Management is also confident that the Company will be able to obtain
additional borrowing facilities, when the current loans are repaid.

Furthermore, the Company expects improvements in its operational margins in 2009 as a result of technology and resource
sharing, and expansion of its distribution channels as disclosed in Note 16.

Based on the above considerations, management is of the opinion that the Company has sufficient funds to meet its daily
working capital requirements, and will remain as a going concern entity in the foreseeable future.

F-7
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3.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a)

(b)

(o)

(@

(e)

Basis of presentation

The accompanying consolidated financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America (“US GAAP”).

Principles of consolidation

The consolidated financial statements include the financial statements of the Company and its wholly-owned subsidiary.
All inter-company transactions and balances between the Company and its subsidiary have been eliminated upon
consolidation.

Use of estimates

The preparation of the consolidated financial statements in conformity with US GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the balance sheet dates and the reported amounts of revenues and expenses during the reporting periods.
Significant estimates and assumptions reflected in the Company’s consolidated financial statements include, but are not
limited to, allowance for doubtful accounts, useful lives of property, plant and equipment and intangible assets, impairment
of property, plant and equipment and valuation allowances for deferred tax assets. Actual results could materially differ
from those estimates.

Fair value of financial instruments

Financial instruments include cash and cash equivalents, trade and bills receivable, prepayments, deposits and other
receivables, due from related parties, short-term borrowings, trade and bills payable, accrued expenses and other liabilities,
due to related parties and long-term borrowings. The carrying values of these financial instruments approximate their fair
values due to their short-term maturities.

The carrying values of long-term borrowings approximate their fair values due to the fact that the interest rates on these
borrowings are reset each year based on prevailing market interest rates.

Foreign currency

The Company and its wholly-owned subsidiary’s functional currency is the Chinese Renminbi (“RMB”), based on the
criteria of SFAS No. 52, Foreign Currency Translation. The Company uses the United States dollars (“US$”) as its
reporting currency. The Company uses the average exchange rate for the years and periods and the exchange rate at the
balance sheet date to translate its operating results and financial position, respectively. Translation differences are recorded
in accumulated other comprehensive income, a component of shareholder’s equity.

Transactions denominated in foreign currencies are translated into the functional currency at the exchange rates prevailing
on the transaction dates. Assets and liabilities denominated in foreign currencies are remeasured into the functional
currency at the exchange rates prevailing at the balance sheet date. The resulting realized and unrealized exchange gains
and losses are included in the consolidated statements of operations.

F-8
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(f) Cash and cash equivalents

(€3]

(h)

@

Cash and cash equivalents include cash on hand and short-term deposits with original maturities of three months or less at
the date of purchase. None of the cash and cash equivalents is restricted as to withdrawal and use.

Trade and bills receivable

Trade and bills receivable are carried at net realizable value. An estimate for doubtful debts is made when collection of the
full amount is no longer probable.

In evaluating the collectability of receivable balances, the Company considers many factors, including the aging of the
balance, the customer’s historical payment history, its current credit-worthiness and current economic trends. Accounts
receivable are written off after all collection efforts have ceased.

Inventories
Inventories are stated at the lower of cost or market. Cost is determined by the weighted-average method.

Raw material cost is based on purchase costs while work-in-progress and finished goods are comprised of direct materials,
direct labor and an allocation of manufacturing overhead costs. Inventory in-transit is included in finished goods and
consists of products shipped but not recognized as revenue because they did not meet the revenue recognition criteria.
Provisions are made for excess, slow moving and obsolete inventory as well as inventory whose carrying value is in excess
of net realizable value.

Property, plant and equipment

Property, plant and equipment are recorded at cost less accumulated depreciation. Depreciation is recorded on a straight-
line basis over the estimated useful lives of the assets as follows:

Buildings 20 years
Plant and machinery 10 years
Vehicles S years
Other equipment 5 years

Alloy metals are the primary component of the heat-resistant, glass-forming bushings in the Company’s glass-melting
furnaces. Molten glass is passed through the bushings to form glass filaments. Alloy metals are an integral part of the
Company’s installed glass-melting furnace and are therefore classified as property, plant and equipment. During the
manufacturing process, a small portion of the alloy metal is physically consumed. The portion of the alloy metal physically
consumed in measured at the time a bushing is reconditioned and is charged to income. Generally, bushings are
reconditioned every 2 years and the related reconditioning costs are included in long-term deferred assets. Alloy metal
additions are recorded at cost, and alloy metal consumed is recognized based on weighted-average historical cost per type
of alloy metal. This expense is recorded net of the metal that is recovered periodically after some special treatment. The
amount of metal loss and the service life of the bushings are dependent upon a number of factors, including the type of
furnace and the product being produced. The alloy depletion expense net of the recoveries is included in cost of revenue in
the consolidated statements of operations.

F-9
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(k)

U

(m)

Repair and maintenance costs are charged to expense when incurred, whereas the cost of renewals and betterment that
extend the useful life of fixed assets are capitalized as additions to the related assets. Retirement, sale and disposals of
assets are recorded by removing the cost and accumulated depreciation, with any resulting gain or loss reflected in the
consolidated statements of operations.

Intangible assets

Intangible assets are carried at cost less accumulated amortization. Amortization is recorded on a straight-line basis over
the estimated useful lives of the assets as follows:

Land use rights 50 years
Software 5 - 10 years
Patent 11 - 20 years

Purchased software is stated at cost less accumulated amortization. Amortization is computed using the straight-line
method.

Purchased patents related to the production of glass fiber yarns are amortized on a straight-line basis over the respective
useful lives.

Long-term deferred assets

Long-term deferred assets comprise of the bushing reconditioning costs, which are carried at cost less accumulated
amortization. Amortization is recorded on a straight-line basis over the estimated useful life of approximately two years.

Impairment of long-lived assets

The Company evaluates its long-lived assets, including property, plant and equipment with a finite live, for impairment
whenever events or changes in circumstances (such as a significant adverse change to market conditions that will impact
the future use of the assets) indicate that the carrying amount of an asset may not be recoverable in accordance with SFAS
No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets. When these events occur, the Company
assesses the recoverability of long-lived assets by comparing the carrying amount of the assets to the expected future
undiscounted cash flows resulting from the use of the assets and their eventual disposition. If the sum of the expected
undiscounted cash flow is less than the carrying amount of the assets, the Company would recognize an impairment loss
based on the excess of the carrying amount of the assets over their fair value. Fair value is generally determined by
discounting the cash flows expected to be generated by the assets, when the market prices are not readily available. No
impairment of long-lived assets was recognized for any of the periods presented.

Comprehensive income

Comprehensive income is defined as the change in equity of the Company during a period from transactions and other
events and circumstances excluding transactions resulting from investments by owners and distributions to owners.
Comprehensive income is reported in the consolidated statements of shareholder’s equity. Accumulated other
comprehensive income of the Company consists of cumulative foreign currency translation adjustments.

F-10
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(n) Revenue recognition

(o)

(p)

(@)

The Company’s revenue is derived from the sale of glass fiber yarns. Revenues are recognized when the following four
criteria are met as prescribed by U.S. Securities and Exchange Commission (“SEC”) Staff Accounting Bulletin No. 104
(“SAB 104”): (i) persuasive evidence of an arrangement exists, (ii) delivery has occurred or services have been rendered,
(iii) the seller’s price to the buyer is fixed or determinable, and (iv) collectability is reasonably assured. The Company
considers the terms of each arrangement to determine the appropriate accounting treatment. The Company has not offered
any discounts or rebates to its customers nor does it provide for refunds in its sales contracts with customers.

SGT is subject to withholding value-added tax (“VAT”) on the revenues earned in the PRC. The applicable rate of VAT is
17% for domestic sales and the VAT refund rate for export sales is 5%. The Company has recognized revenues net of VAT
in the consolidated statements of operations.

Cost of revenue

Cost of revenue consists primarily of raw material costs, depletion expenses, depreciation expenses, direct labor costs and
related operating costs and overhead expenses directly attributable to the production of the glass fiber yarns.

Shipping and handling costs

The Company incurred shipping and handling costs of US$218 and US$299 for the years ended December 31, 2007 and
2008, respectively, and US$47 and US$76 for the periods ended March 31, 2008 (unaudited) and 2009 (unaudited),
respectively, which are included in selling expenses. Shipping and handling costs include costs incurred with third-party
carriers to transport products to customers.

Income taxes

The Company follows the liability method of accounting for income taxes in accordance with SFAS No. 109, Accounting
for Income Taxes. Under this method, deferred tax assets and liabilities are determined based on the difference between the
financial reporting and tax bases of assets and liabilities using enacted tax rates that will be in effect in the year or period in
which the differences are expected to reverse. The Company records a valuation allowance to offset deferred tax assets if
based on the weight of available evidence, it is more-likely-than-not that some portion, or all, of the deferred tax assets will
not be realized. The effect on deferred taxes of a change in tax rates is recognized in income in the year or period that
includes the enactment date.

On January 1, 2007, the Company adopted Financial Accounting Standards Board (“FASB”) Interpretation No. 48,
Accounting for Uncertainty in Income Taxes — an interpretation of FASB statement No. 109 (“FIN 48”). There was no
cumulative effect of the adoption of FIN 48 to beginning accumulated losses. Interests and penalties arising from
underpayment of income taxes are computed in accordance with the related PRC tax law. The amount of interest expenses
is computed by applying the applicable statutory rate of interest to the difference between the tax position recognized and
the amount previously taken or expected to be taken in a tax return. Interest recognized in accordance with FIN 48 is
classified in the consolidated financial statements as interest expenses, while penalties recognized in accordance with FIN
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48 are classified in the consolidated financial statements as other expenses. The Company also adopted FASB Staff
Position No. FIN 48-1, “Definition of Settlement in FASB Interpretation No. 48” (“FSP FIN 48-1"), which prescribes how
an enterprise should determine whether a tax position is effectively settled for the purpose of recognizing previously
unrecognized tax benefits.

Segment reporting

The Company operates and manages its business as a single segment. As the Company generates its revenue from the sale
of glass fiber yarns primarily in the PRC, no geographical segments are presented.

Recently issued accounting standards

In December 2007, the FASB issued Statement of Financial Accounting Standard (“SFAS”) No. 141 (revised) (“SFAS 141
(R)”), Business Combinations. The standard changes the accounting for business combinations, including the measurement
of acquirer shares issued in consideration for a business combination, the recognition of contingent consideration, the
accounting for pre-acquisition gain and loss contingencies, the recognition of capitalized in-process research and
development, the accounting for acquisition-related restructuring cost accruals, the treatment of acquisition related
transaction costs, and the recognition of changes in the acquirer’s income tax valuation allowance. SFAS 141(R) is
effective for the first annual reporting period beginning on or after December 15, 2008. Adoption of SFAS 141(R) on
January 1, 2009 did not have a material effect on the consolidated financial statements.

In December 2007, the FASB issued SFAS No. 160 (“SFAS 160”), Non-controlling Interests in Consolidated Financial
Statements, an amendment of ARB No. 51. The standard changes the accounting for non-controlling (minority) interests in
consolidated financial statements, including the requirements to classify non-controlling interests as a component of
consolidated stockholders’ equity, and the elimination of “minority interest” accounting in results of operations with
earnings attributable to non-controlling interests reported as part of consolidated earnings. Additionally, SFAS 160 revises
the accounting for both increases and decreases in a parent’s controlling ownership interest. SFAS 160 is effective for the
first annual reporting period beginning on or after December 15, 2008. Adoption of SFAS 160 on January 1, 2009 did not
have a material effect on the consolidated financial statements.

In March 2008, the FASB issued SFAS No. 161 (“SFAS 161), Disclosures about Derivative Instruments and Hedging
Activities. SFAS 161 requires additional disclosures related to the use of derivative instruments, the accounting for
derivatives and how derivatives impact financial statements. SFAS 161 is effective for fiscal years and interim periods
beginning after November 15, 2008. Adoption of SFAS 161 on January 1, 2009 did not have a material effect on the
consolidated financial statements.

In May 2008, the FASB issued SFAS No. 162 (“SFAS 162”), The Hierarchy of Generally Accepted Accounting Principles.
SFAS 162 identifies the sources of accounting principles and the framework for selecting the principles to be used in the
preparation of financial statements of nongovernmental entities that are presented in conformity with generally accepted
accounting principles in the United States. This Statement is effective for financial statements issued 60 days following the
SEC’s approval of the Public Company Accounting Oversight Board amendments to AU Section 411, The Meaning of
Present Fairly in Conformity With Generally Accepted Accounting Principles. Adoption of SFAS 162 on January 1, 2009
did not have a material effect on the consolidated financial statements.
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In April 2009, the FASB issued FASB Staff Position No. FAS 107-1 and APB 28-1, Interim Disclosures about Fair Value
of Financial Instruments (“FSP No. FAS 107-1 and APB 28-17). FSP No. FAS 107-1 and APB 28-1 requires fair value
disclosures in both interim as well as annual financial statements in order to provide more timely information about the
effects of current market conditions on financial instruments. FSP No. FAS 107-1 and APB 28-1 are effective for interim
reporting periods ending after June 15, 2009, with early adoption permitted for periods ending after March 15, 2009. The
Company is currently assessing the impact that the adoption of FSP No. FAS 107-1 and APB 28-1 will have on its results
of operation or financial condition.

In April 2009, the FASB issued FASB Staff Position No. FAS 115-2 and FAS 124-2 (“FSP FAS 115-2 and FAS 124-2”),
Recognition and Presentation of Other-Than-Temporary Impairments. FSP FAS 115-2 and FAS 124-2 amend the other-
than-temporary impairment guidance in U.S. GAAP for debt securities to provide additional guidance on the presentation
and disclosure of other-than-temporary impairments on debt and equity securities in the financial statements. Under FSP
FAS 115-2 and FAS 124-2, if the fair value of a debt security is less than its amortized cost basis at the measurement date
and the entity intends to sell the debt security, an other-than-temporary impairment shall be considered to have occurred. If
the entity does not intend to sell the debt security, the entity shall consider available evidence to assess whether it is more-
likely-than-not that it will be required to sell the security before the recovery of its amortized cost basis. If it is not more-
likely-than-not that an entity will be required to sell the security prior to recovery of its amortized cost, any impairment
recorded in earnings should represent the decline in value associated to ‘credit losses’, while noncredit losses will be
recognized within equity as a component of other comprehensive income (loss). FSP FAS 115-2 and FAS 124-2 is
effective for interim and annual reporting periods ending after June 15, 2009, with early adoption permitted for periods
ending after March 15, 2009. The Company does not anticipate the adoption of this accounting guidance will have a
significant impact on its consolidated financial statements.

In April 2009, the FASB issued FASB Staff Position No. FAS 157-4 (“FSP FAS 157-4”), Determining Fair Value When
the Volume and Level of Activity for the Asset or Liability Have Significantly Decreased and Identifying Transactions That
Are Not Orderly. This standard provides additional guidance for estimating fair value when the volume and level of
activity for the asset or liability have significantly decreased. It also includes guidance on identifying circumstances that
indicate a transaction is not orderly. FSP FAS 157-4 is effective for interim and annual reporting periods ending after

June 15, 2009, with early adoption permitted for periods ending after March 15, 2009. The Company does not anticipate
the adoption of this accounting guidance will have a significant impact on its consolidated financial statements.

In May 2009, the FASB issued SFAS No.165, Subsequent Events (“SFAS No. 165”). SFAS No. 165 establishes general
standards of accounting for and disclosure of events that occur after the balance sheet date but before financial statements
are issued or are available to be issued. SFAS No. 165 requires disclosure of the date through which subsequent events
have been evaluated and whether that date represents the date the financial statements were issued or were available to be
issued. SFAS No. 165 is effective for interim and annual periods ending after June 15, 2009. The Company does not
anticipate the adoption of this accounting guidance will have a significant impact on its consolidated financial statements.
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In June 2009, the FASB issued SFAS No. 167, Amendments to FASB Interpretations No. 46(R) (“SFAS No. 167). SFAS
No. 167 revises the approach to determining the primary beneficiary of a variable interest entity (“VIE”) to be more
qualitative in nature and requires companies to more frequently reassess whether they must consolidate a VIE. SFAS

No. 167 is effective for fiscal years beginning after November 15, 2009, for interim periods within that first annual
reporting period and for interim and annual reporting periods thereafter. The Company does not anticipate the adoption of
this accounting guidance will have an impact on its consolidated financial statements as the Company does not have any
VIEs.

4. Trade and bills receivable

December 31 March 31
2007 2008 2009
Unaudited
Trade receivable 286 1,806 1,880
Bills receivable 478 11 53
Trade and bills receivables 764 1,817 1,933
Trade and bills receivable balances are non-interest-bearing.
5. Prepayments, deposits and other receivables
December 31 March 31
2007 2008 2009
Unaudited
Deposit and other receivables 296 638 632
Advance to suppliers 210 174 140
Prepaid expenses 62 39 97
Total 568 851 869
6. Inventories, net
December 31 March 31
2007 2008 2009
Unaudited
Raw materials 728 1,096 618
Work in progress 64 84 95
Finished goods 1,433 5,067 5,147
Total 2,225 6,247 5,860
Inventory provision — (2,661) 2,711)
Inventories, net 2,225 3,586 3,149
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7. Property, plant and equipment

December 31 March 31
2007 2008 2009
Unaudited
Buildings 25,440 27,482 27,477
Plant and machinery 66,580 71,850 71,836
Alloy metals, net of depletion 7,499 7,668 7,577
Vehicles 133 142 142
Other equipment 467 578 577
100,119 107,720 107,609
Less: Accumulated depreciation (21,543) (30,785) (32,728)
Construction in progress 434 — —
79,010 76,935 74,881

Depreciation expense for the years ended December 31, 2007 and 2008, and the three months ended March 31, 2008 (unaudited)
and 2009 (unaudited) were US$6,892, US$7,662, US$1,862 and US$1,949, respectively. Depletion expense for alloy metals for
the years ended December 31, 2007 and 2008, and the three months ended March 31, 2008 (unaudited) and 2009 (unaudited)
were US$356, US$342, US$100 and US$90, respectively.

8. Intangible assets

December 31 March 31
2007 2008 2009

Unaudited
Land use right 3,045 3,345 3,345
Patents — 50 50
Software 16 20 16
3,061 3,415 3,411

Amortization (577) (694) (718)
Intangible assets, net 2,484 2,721 2,693

Amortization expenses included in general and administrative expenses for the years ended December 31, 2007 and 2008, and
the three months ended March 31, 2008 (unaudited) and 2009 (unaudited) were US$61 US$76, US$16 and US$28, respectively.
The estimated annual amortization expense for each of the five succeeding fiscal years is as follows:

US$’°000
April 1, to December 31, 2009 41
2010 69
2011 69
2012 69
2013 69
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Borrowings

Short-term borrowings

December 31 March 31
2007 2008 2009
Unaudited
Borrowings from Bank of Shanghai 17,526 18,387 18,384

As of December 31, 2007 and 2008 and March 31, 2009 (unaudited), the weighted average interest rate on short-term
borrowings was 7.04%, 6.78% and 5.33%, respectively.

As of December 31, 2007, the short-term borrowings are secured by the Company’s buildings and land use right with net book
value of US$17,163 and US$2,472, respectively. As of December 31, 2008, the short-term borrowings are secured by the
Company’s buildings and land use right with net book value of US$22,554 and US$2,666, respectively. As of March 31, 2009
(unaudited), the short-term borrowings are secured by the Company’s buildings and land use right with net book value of
US$22,240 and US$2,649, respectively. The short-term borrowings are also guaranteed by our related parties, Shanghai Grace
Fabric Corporation, W&G Biaxial Materials Technology Corporation and Wuxi Grace Electron Technology Co., Ltd. as of
December 31, 2007, 2008 and March 31, 2009 (unaudited).

Long-term borrowings

On May 11, 2006, the Company entered into two four-year bank loans with principal amounts of RMB 168,500 (US$21,036) and
US$10,000, respectively, with the Bank of Shanghai.

December 31 March 31
2007 2008 2009
Unaudited
Borrowings from Bank of Shanghai denominated in RMB (semi-annual payments with
semi-annual interest rates ranging between 3.26% and 4.25%) 15,743 13,168 13,166
Borrowings from Bank of Shanghai denominated in USD (semi-annual payments with
semi-annual interest rates ranging between 1.68% and 3.44%) 7,000 6,000 6,000
22,743 19,168 19,166
Less: current portion of long-term borrowings 8,845 14,242 14,240
Long-term borrowings 13,898 4,926 4,926

The interest rates of these bank loans are adjustable based on the range of 95% to 110% of the People’s Bank of China prime
rate. As of December 31, 2007 and 2008 and March 31, 2009 (unaudited), the weighted average interest rate on long-term
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10.

11.

borrowings was 7.74%, 5.96% and 5.53%, respectively. As of December 31, 2007, 2008 and March 31, 2009 (unaudited), the
long-term borrowings are secured by the Company’s machineries with net book value of US$51,115, US$48,465 and
US$46,912 respectively. The long-term borrowings are guaranteed by our related parties, Shanghai Grace Fabric Corporation,
W&G Biaxial Materials Technology Corporation and Wuxi Grace Electron Technology Co., Ltd. as of December 31, 2007,
2008 and March 31, 2009 (unaudited).

Maturities of long-term loans for the five years succeeding March 31, 2009 are as follows:

US$°000

April 1- December 31, 2009 14,240

2010 4,926
Accrued expenses and other liabilities

December 31 March 31

2007 2008 2009

Unaudited

Other taxes payable 766 514 701

Accrued expenses 409 214 170

Other payables 241 884 769

Payroll payable 98 23 100

1,514 1,635 1,740

Income taxes
Hong Kong

The Company is subject to corporate income tax of 17.5% for 2007 and the period ended March 31, 2008 (unaudited); and
16.5% for the remaining three quarters in 2008 and the period ended March 31, 2009 (unaudited) on the assessable profits
arising in Hong Kong. No provision for income tax has been made as the Company had no taxable income for the years ended
December 31, 2007 and 2008 and the three months ended March 31, 2008 (unaudited) and 2009 (unaudited).

PRC

The Company’s subsidiary, SGT, incorporated in the PRC, is subject to Corporate Income Tax (“CIT”) on the taxable income as
reported in its statutory financial statements adjusted in accordance with the Enterprise Income Tax Law and the Income Tax
Law of PRC concerning Foreign Investment Enterprise and Foreign Enterprises (collectively the “PRC Income Tax Laws”).
Pursuant to the PRC Income Tax Laws, SGT is subject to CIT at a statutory rate of 33% (30% state and 3% local income tax)
before 2008.

SGT, the wholly foreign-owned enterprise (“WFOE”) located in Shanghai Kangqiao Industrial Park, was granted a five-year tax
holiday in 2005 which allows it to enjoy a two-year CIT exemption followed by three-year 50% CIT reduction, starting from the
year 2005 (“tax holidays”) in accordance with the PRC Income Tax Laws. In 2006, SGT received approval from Shanghai
Nanhui Tax Bureau and enjoyed a reduced CIT rate of 15%. SGT was accordingly subject to a lower CIT rate of 7.5% in 2007.

During the 5th section of the 10th National People’s Congress, which was conducted on March 16, 2007, the PRC Corporate
Income Tax Law (the “New CIT Law”) was approved, effective January 1, 2008. On November 28, 2007, the regulation on the
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implementation of the New CIT Law was approved at the 197th Executive Meeting of the States Council. The New CIT Law
and the Implementation regulation introduce a wide range of changes which include, but are not limited to, the unification of the
income tax law for domestic-invested and foreign-invested enterprises at 25%. However, both the tax holiday and the reduced
tax rate of 15% were grandfathered for a transition period of five years. Accordingly, the CIT rates of SGT from 2008 to 2012
are 18%, 20%, 22%, 24% and 25%, respectively. SGT enjoyed a 50% CIT reduction under the tax holiday and is subject to a tax
rate of 9% and 10% in 2008 and 2009 (unaudited), respectively.

Income/(loss) before income taxes consists of:

Three-month periods

Years ended December 31 ended March 31
2007 2008 2008 2009
Unaudited Unaudited
Hong Kong (1) 24 (1) 24)
PRC 1,101 (7,172) 136 (2,841)
1,100 (7,148) 135 (2,865)

Income tax expenses consist of:

Three-month periods

Years ended December 31 ended March 31
2007 2008 2008 2009
Unaudited Unaudited
Current income tax expenses 258 8 19 —
Deferred income tax (benefits)/expenses (55) (12) (8) —
Income tax expenses 203 “4) 11 —

A reconciliation of the effective income tax provisions to the amount computed by applying the statutory tax rate to income
before income taxes in the consolidated statements of operations is as follows:

Three-month periods

Years ended December 31 ended March 31
2007 2008 2008 2009
Unaudited Unaudited
Taxation at PRC EIT statutory rate 33% (25% from 2008) 363 (1,787) 34 (716)
Effect of preferential tax rate (664) 492 (18) 128
Effect of tax holiday 277) 632 23) 257
International tax rate difference — 6) — 6
Non-deductible expenses 854 37 30 68
Change in valuation allowance — 1,488 — 691
Deferred tax benefit on future rate differences (68) (867) (12) 434)
Others (5) 7 — —
Income tax provision 203 4) 11 —
Effective tax rate 18.5% 0% 8.1% —
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12.

Deferred tax assets and deferred tax liabilities reflect the tax effects of temporary differences between the carrying amounts of
assets and liabilities for financial reporting purposes and the amounts used for income tax purposes. The components of deferred
tax assets and deferred tax liabilities are as follows:

December 31 March 31
2007 2008 2009
Unaudited
Current deferred tax assets:
Accrued expenses 35 15 13
Inventory provision — 266 271
Bad debt provision 1 1 1
Total current deferred tax assets 36 282 285
Valuation allowance on current deferred tax assets — (235) (251)
Current deferred tax assets, net 36 47 34
Long-term deferred tax assets:
Net operating loss carry-forwards — 1,231 1,962
Long-term deferred assets 159 324 333
Pre-operating expenses 187 96 67
Total long-term deferred tax assets 346 1,651 2,362
Long-term deferred tax liabilities:
Fixed assets depreciation 115 147 170
Total long-term deferred tax liabilities 115 147 170
231 1,504 2,192

Valuation allowance on long-term deferred tax assets (1,253) (1,928)

Long-term deferred tax assets, net 231 251 264

The Company records a valuation allowance on its deferred tax assets that is sufficient to reduce the deferred tax assets to an
amount that is more likely than not to be realized. Future reversal of the valuation allowance will be recognized either when the
benefit is realized or when it has been determined that its more likely than not that the benefit will be realized in future earnings.
As of December 31, 2007 and 2008 and March 31, 2009(unaudited), the Company had nil, US$4,863 and US$7,791,
respectively, of net operating loss carry-forwards for income tax purposes. The net operating loss carry-forwards related to
December 31, 2008 and March 31, 2009 (unaudited) will start to expire in 2012.

Unrecognized tax benefit

For the year ended December 31, 2007, the Company had an unrecognized tax benefit of US$9 related to certain accrued interest
expenses.

For the year ended December 31, 2008, the Company had unrecognized tax benefits of US$479 related to certain related party
payables and inventory provisions. As the unrecognized tax benefits increased the Company’s net operating loss carryforward,
they are recognized through a reduction of deferred tax assets related to the net operating loss carryforward and not reflected as a
liability on the Company’s consolidated balance sheet. The US$9 unrecognized tax benefit from December 31, 2007 was
reversed in 2008.
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13.

There have been no changes to the unrecognized tax benefit for the three-month period ended March 31, 2009 (unaudited). No

amount of the Company’s unrecognized tax benefit if reversed will impact income tax expense, because of the Company’s
current valuation allowance position. It is possible that the amount accrued will change in the next 12 months; however, an
estimate of the range of the possible change cannot be made at this time.

Reconciliation of accrued unrecognized tax benefits is as follows:

December 31 March 31
2007 2008 2009
Unaudited
Beginning balance — 9 479
Increases related to current year tax positions 9 479 —
Decreases related to prior year tax positions — 9) —
Ending balance 9 479 479

During the years ended December 31, 2007 and 2008 and the three months ended March 31, 2008 (unaudited) and 2009
(unaudited), the Company did not recognize any interest or penalties related to uncertain tax positions.

The tax periods of the Company for the years ended December 31, 2004 to 2008 remains subject to examination by the tax
authorities.

Related party transactions

The principal related parties with which the Company had transactions are as follows:

Name of related party Relationship with the Company

Grace THW Holding Limited Ultimate holding company

Grace Technology Investment Co., Ltd.(“Grace BVI”) Parent company

Shanghai Grace Fabric Corporation (“FabricCo”) Company controlled by ultimate holding company
Pu Base Plastics Corporation (Guangzhou) (“PuPlasticCo”) Company controlled by ultimate holding company

Grace Electron Corporation (Guangzhou) (“GZElectronCo”) Company controlled by ultimate holding company
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Significant transactions between the Company and its related parties during the periods were as follows:

Three-month periods
Years ended December 31 ended March 31
2007 2008 2008 2009
Unaudited Unaudited

Sales of goods:

FabricCo 21,171 16,070 4,733 2,268
Grace BVI 1,385 — — —
22,556 16,070 4,733 2,268
Purchases of property, plant and equipment:
Grace BVI 1,594 28 — —
PuPlasticCo — 8 — —
1,594 36 — —
Purchases of raw materials:
Grace BVI 1,491 445 207 —
Total drawdowns on revolver from FabricCo (a) 54,719 44,932 2,013 —
Loan from Grace BVI (b) 5,000 — — —
Total repayments to FabricCo (a) (51,228) (44,814) 4,635) —
Repayment to Grace BVI (b) (5,000) — — —
Loan to GZElectronCo (c) (3,163) — — —
Repayment from GZElectronCo (c) 3,163 — — —
(a)  The Company entered into two one-year revolver loans with FabricCo with limits amounting to RMB 80,000

(b)

(©)

(US$11,705) and RMB 12,000 (US$1,755) on January 1, 2008 and November 1, 2008, respectively. The loans are
unsecured and are for working capital purposes. The interest rates for both loans were 6.00% and 7.47% for the
years ended December 31, 2007 and 2008. On January 1, 2009, FabricCo waived interest payments going forward.
The imputed interest based on the effective interest method for the period ended March 31, 2009 (unaudited) is
US$273.

The Company entered into a loan with Grace BVI amounting to US$5,000 for working capital purposes on

August 29, 2007. The loan was unsecured, subject to an annual interest rate of 6.00% per annum and was repaid on
October 25, 2007.

The Company granted to GZElectronCo a loan amount of US$3,163 on January 23, 2007. The loan was unsecured,
subject to an annual interest rate of 6.00% per annum and was repaid on July 13, 2007.
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Due to related parties

December 31 March 31
2007 2008 2009
Unaudited
FabricCo (d) 12,144 13,244 13,241
Grace BVI (e) 1,290 — —

13,434 13,244 13,241

(d)  Included in these amounts are outstanding balances related to the periods prior to January 1, 2007, and the revolver
loans as described in (a).
(¢)  The amount due to Grace BVI is interest free, unsecured and has no fixed terms of repayment.

During the years ended December 31, 2007 and 2008, Grace BVI made payments and incurred expenses related to fuel
costs and asset purchases amounting to US$2,446, and US$971, respectively, on the Company’s behalf, which are
accounted for as capital injections.

Due from related parties

December 31 March 31
2007 2008 2009
Unaudited
FabricCo 10,224 4911 2,945
Grace BVI 515 — —
10,739 4911 2,945

The balances due from FabricCo comprise of trade receivables. The receivable balances are interest free, unsecured and
have repayment terms of 90 days. The balances due from Grace BVI are interest free, unsecured and have no fixed terms of
repayment.

Commitments and contingencies

The full-time employees of SGT are entitled to staff welfare benefits, including medical care, housing subsidies, unemployment
insurance and pension benefits. This Company is required to accrue for these benefits based on certain percentages of the
employees’ salaries in accordance with the relevant regulations, and to make contributions to the state-sponsored pension and
medical plans out of the amounts accrued for medical and pension benefits. SGT has no legal obligation for the benefits beyond
the contributions made. The total amounts expensed in the consolidated statements of operations for such employee benefits
amounted to US$119, US$195, US$50 and US$65 for the years ended December 31, 2007 and 2008 and the periods ended
March 31, 2008 (unaudited) and 2009 (unaudited), respectively. The PRC government is responsible for the medical benefits
and ultimate pension liability to these employees.

In accordance with the PRC Company Law, SGT is required to appropriate 10% of its profit after tax, as determined in
accordance with PRC accounting standards and regulations, to the statutory reserve fund until such reserve reaches 50% of the
registered capital of SGT. The statutory reserve fund may be used to increase share capital or offset future losses.
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15.

The Company did not appropriate statutory reserve fund as of December 31, 2007, 2008 and March 31, 2009 (unaudited)
because it is in an accumulated loss position.

Concentration of risks
Concentration of credit risk

Financial instruments that potentially subject the Company to significant concentration of credit risk consist primarily of cash
and cash equivalents and accounts receivable. As of December 31, 2007 and 2008 and March 31, 2009 (unaudited), substantially
all of the Company’s cash and cash equivalents are managed by financial institutions located in the PRC and Hong Kong. Since
the global financial crisis began during the third quarter of 2008, the risk of bankruptcy of those banks in which the Company
has deposits or investments has increased significantly. In the event of bankruptcy of one of these financial institutions, it may
be unlikely to claim its deposits or investments back in full. The Company continues to monitor the financial strength of these
financial institutions.

Accounts receivable are typically unsecured and derived from revenue earned from customers in the PRC. As a percentage of
total accounts receivable, the top five customers accounted for 92%, 93%, and 95% as of December 31, 2007 and 2008 and
March 31, 2009 (unaudited), respectively.

Due to the Company’s dependence on a limited number of customers, any negative events or deterioration in financial strength
with the Company’s customers or deterioration of relationship with the Company’s customers, may cause material loss to the
Company and have a material adverse effect on the Company’s financial condition and results of operations. The revenue from
the biggest customer, FabricCo, accounted for 81%, 78%, 68% and 56% of the revenue for the years ended December 31, 2007,
2008 and the three months ended March 31, 2008 (unaudited) and 2009 (unaudited), respectively. The risk with respect to the
related party accounts receivables can be mitigated by offsetting the revolver loans due to them. The risk with respect to the
third-party accounts receivables can be mitigated by credit evaluations the Company performs and its ongoing monitoring
process of outstanding balances.

Concentration of suppliers

The Company’s raw materials are sourced from five suppliers who collectively accounted for 100% of the Company’s purchases
for the years ended December 31, 2007 and 2008, and for the three-month periods ended March 31, 2008 (unaudited) and 2009
(unaudited). Failure to develop or maintain the relationships with these suppliers may cause the Company to be unable to
manufacture its products. Any disruption in the supply of raw materials to the Company may adversely affect the Company’s
business, financial condition and results of operations.

Currency convertibility risk

Substantially all of the Company’s businesses are transacted in RMB, which is not freely convertible into foreign currencies. On
January 1, 1994, the PRC government abolished the dual rate system and introduced a single rate of exchange as quoted daily by
the People’s Bank of China. However, the unification of the exchange rates does not imply the convertibility of RMB into US$
or other foreign currencies. Under the PRC Foreign Exchange Currency Regulation and Administration, the Company is
permitted to exchange RMB for foreign currencies through banks authorized to conduct foreign exchange business. All foreign
exchange transactions continue to take place either through the People’s Bank of China or other banks authorized to buy and sell
foreign currencies at the exchange rates quoted by the People’s Bank of China. Approval of foreign currency payments by the
People’s Bank of China or other institutions requires submitting a payment application form together with invoices and signed
contracts.
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16.

Foreign currency exchange rate risk

On July 21, 2005, the PRC government changed its decade-old policy of pegging the value of the RMB to USS$. Under the new
policy, the RMB is permitted to fluctuate within a narrow and managed band against a basket of certain foreign currencies. This
change in policy has resulted in an approximately 4.7% and 8.7% appreciation of the RMB against the US$ in 2007 and 2008,
respectively. While the international reaction to the RMB revaluation has generally been positive, there remains significant
international pressure on the PRC government to adopt an even more flexible currency policy, which could result in a further
and more significant volatility of the RMB against the USS$.

Any significant revaluation of RMB may materially and adversely affect the cash flows, revenues, earnings and financial
position in US$.

Interest rate risk

We are subject to interest rate risk in connection with our borrowings. Our principal interest rate exposure relates to our short-
term and long-term borrowings. Assuming all borrowings are fully drawn, a hypothetical quarter point change in interest rates
would result in approximately a US$94 annual change in interest expense associated with the borrowings as of March 31, 2009
(unaudited).

Subsequent events

On March 12, 2009, AGY entered into an equity transfer and capital injection agreement with the sole shareholder, Grace BVI
to acquire 70% of the equity interest of the Company for a consideration of US$20,000. The transaction was completed on
June 10, 2009. The transaction provides the Company access to AGY’s production technology, technical resources and
distribution channels in Europe and North America.

On June 20, 2009, the Company entered into a US$40,506 revolving line of credit agreement available until June 20, 2014 and a
one-year US$11,694 loan, both with the Bank of Shanghai.
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Exhibit 99.2
AGY HOLDING CORP.

UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL INFORMATION

The following unaudited pro forma condensed combined financial information has been prepared to give effect to the acquisition on
June 10, 2009 of 70% of the outstanding shares of Main Union Industrial Ltd. (renamed AGY Hong Kong Ltd.) and its subsidiaries
(which we collectively refer to as “AGY China”) by AGY Cayman, a company incorporated in the Cayman Islands and a wholly-
owned subsidiary of AGY Holding Corp (which we collectively refer to as “AGY Holding Corp.” or “the Company”).

The Company paid $20 million in cash and assumed substantially all the liabilities of AGY China for a total purchase price of $72.3
million, assuming a 100% ownership interest. This acquisition was accounted for under the purchase method of accounting.
Management has preliminarily determined the fair value of assets acquired and liabilities assumed with the assistance of an
independent third-party valuation specialist. However, the valuation has not been finalized and accordingly, management has not
finalized its accounting for the acquisition as of August 25, 2009, and therefore, all amounts and the preliminary allocation of the total
acquisition price to the fair value of the acquired assets less liabilities assumed as described in Note 1, are based on management’s
preliminary estimates.

The unaudited pro forma condensed combined balance sheet as of March 31, 2009 gives effect to the acquisition as if it had occurred
on March 31, 2009. The Company’s unaudited condensed combined balance sheet information was derived from its Quarterly Report
on Form 10-Q for the three months ended March 31, 2009. AGY China’s unaudited condensed combined balance sheet was derived
from the unaudited balance sheet as of March 31, 2009 included herein.

The unaudited pro forma condensed combined statements of operations for the year ended December 31, 2008 and the three months
ended March 31, 2009 give effect to the acquisition as if it had occurred on January 1, 2008. The Company’s condensed combined
statement of operations information for the year ended December 31, 2008 was derived from the consolidated statement of operations
included in its 2008 Annual Report on Form 10-K. The Company’s condensed combined statement of operations information for the
three months ended March 31, 2009 was derived from its Quarterly Report on Form 10-Q for the three months ended March 31,

2009. AGY China’s unaudited condensed combined statements of operations were derived from the unaudited statement of operations
of AGY China for the three months ended March 31, 2009 and the audited statement of operations for the year ended December 31,
2008 included herein.

The unaudited pro forma condensed combined financial information is based upon available information and certain estimates and
assumptions that the Company’s management believes to be reasonable. These estimates and assumptions are preliminary and have
been made solely for the purposes of developing pro forma financial information. Unaudited pro forma condensed combined financial
information is presented for illustrative purposes only and does not purport to be indicative of the results of operations or financial
position that would actually have been achieved had the transaction been completed for the periods presented, or that may be obtained
in the future. This unaudited pro forma condensed combined financial information is based upon the historical consolidated financial
statements of the Company and notes thereto, as well as the unaudited interim financial statements of AGY China. The pro forma
adjustments are based on the information available at the time of the preparation of the unaudited pro forma condensed combined
financial statements. These statements, including any notes thereto, are qualified in their entirety by reference to, and should be read
in conjunction with, the historical consolidated financial statements of the Company included in its Annual Report on Form 10-K for
the year ended December 31, 2008 and Quarterly Report on Form 10-Q for the three months ended March 31, 2009 filed with the
Securities and Exchange Commission. In addition, the unaudited pro forma condensed combined financial information should be read
in conjunction with the historical financial statements of Main Union Industrial Ltd. included herein.
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Unaudited Pro Forma Condensed Combined Balance Sheet
As of March 31, 2009

(Dollars in thousands, unless otherwise noted)

Historical Pro Forma
AGY AGY Adjustments Pro Forma
Holdings China Note 2 Combined
Assets
Current assets:
Cash and cash equivalents $ 2,639 $ 3,169 $ — $ 5,808
Restricted cash 1,240 — — 1,240
Trade account receivable 9,364 1,933 2,945 (a) 14,242
Inventories, net 48,050 3,149 (1,062) (b) 50,137
Due from related parties — 2,945 2,945) (a) —
Deferred tax assets 6,708 34 — 6,742
Other current assets 2,558 873 — 3,431
Total current assets 70,559 12,103 (1,062) 81,600
Property, plant and equipment, and alloy metals, net 178,080 74,881 5,429) (o) 247,532
Intangible assets, net 20,952 2,693 (1,493) (d) 22,152
Goodwill 84,992 — — 84,992
Other assets 227 751 264) (h) 714
TOTAL $354,810 $90,428 $ (8,248) $436,990
Liabilities and Shareholder’s Equity
Current liabilities:
Accounts payable $ 9992 §$§ 2464 $ — $ 12,456
Accrued liabilities 18,566 1,740 1,709 (g 22,015
Due to related parties — 13,241 (13,241) (e) —
Short-term borrowings — 18,384 (18,384) (e) 5,787
5,787 )
Current portion of long-term debt and capital lease obligations — 14,240 (14,240) (e) —
Total current liabilities 28,558 50,069 (38,369) 40,258
Long term debt and capital lease obligations 192,700 4,926 4,926) (e) 226,804
34,104 )
Pension and other employee benefit plans 10,893 — — 10,893
Other liabilities — — 4,209 (g 4,209
Deferred tax liabilities 26,584 — 264) (h) 26,320
Total liabilities 258,735 54,995 (5,246) 308,484
Commitments and contingencies
Noncontrolling interest — — 12,431 @) 12,431
Shareholders’ equity
Common stock & additional paid in capital — 2 2) O —
Additional paid in capital 102,176 41,512 21,512) () 122,176
Retained earnings (deficit) (6,724) (13,284) 13,284 Q) (6,724)
Accumulated other comprehensive income (loss) 623 7,203 (7,203) () 623
Total shareholders’ equity 96,075 35,433 (15,433) 116,075
TOTAL $354,810 $90,428 $ (8,248) $436,990

See accompanying Notes to Unaudited Pro Forma Condensed Combined Financial Statements.
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Unaudited Pro Forma Condensed Combined Statement of Operations
For the year ended December 31, 2008
(Dollars in thousands, unless otherwise noted)
Historical Pro Forma
AGY AGY Adjustments Pro Forma
Holdings China Note 2 Combined
Net sales $236,487 $22,833 $ — $259,320
Cost of goods sold 190,154 21,345 57 k) 207,162
4,394) (1)
Gross profit 46,333 1,488 4,337 52,158
Selling, general and administrative expenses 20,237 5,080 — 25,317
Amortization of intangible assets 1,858 76 44  (m) 1,978
Other operating (expense) income 208 — — 208
Income (loss) from operations 24,446 (3,668) 4,293 25,071
Other non operating income, net 79 176 — 255
Interest expense (23,086) (3,656) 448 (n) (26,294)
Income (loss) before income taxes 1,439 (7,148) 4,741 (968)
Income tax (expense) benefit (1,269) 4 — (p) (1,265)
Net income (loss) 170 (7,144) 4,741 (2,233)
Less: Net loss attributable to the noncontrolling interest — — 721 Q) 721
Net income (loss) attributable to AGY Holding Corp. $ 170  $(7,144) $ 5,462 $ (1,512)

See accompanying Notes to Unaudited Pro Forma Condensed Combined Financial Statements.
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Unaudited Pro Forma Condensed Combined Statement of Operations
For the three months ended March 31, 2009

(Dollars in thousands, unless otherwise noted)

Historical Pro Forma
AGY AGY Adjustments Pro Forma
Holdings China Note 2 Combined
Net sales $39,614 $4,038 $ — $ 43,652
Cost of goods sold 32,619 5,780 15 (k) 37,282
1,132) (D
Gross profit (loss) 6,995 (1,742) 1,117 6,370
Selling, general and administrative expenses 4,254 294 — 4,548
Restructuring charges 518 — — 518
Amortization of intangible assets 251 28 2  (m) 281
Transactions related costs 1,654 — (1,654) (o) —
Other operating expense (36) — — (36)
Income (loss) from operations 282 (2,064) 2,769 987
Other non operating income, net 1,104 3 — 1,107
Interest expense (5,131) (804) 220 (n) (5,715)
Income (loss) before income taxes (3,745)  (2,865) 2,989 (3,621)
Income tax benefit 1,068 — — (p) 1,068
Net loss 2,677)  (2,865) 2,989 (2,553)
Less: Net loss attributable to the noncontrolling interest — — 459 @) 459
Net loss attributable to AGY Holding Corp. $(2,677) $(2,865) $ 3,448 $ (2,094)

See accompanying Notes to Unaudited Pro Forma Condensed Combined Financial Statements.
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AGY HOLDING CORP. AND SUBSIDIARIES
NOTES TO UNAUDITED CONDENSED COMBINED PRO FORMA FINANCIAL INFORMATION

(Dollars in thousands, unless otherwise noted)

Note 1- Business Combination Overview and Preliminary Allocation of Purchase Price

On June 10, 2009, pursuant to the terms of the Sale and Purchase Agreement dated March 12, 2009, by and among AGY Cayman,
Grace Technology Investment Co., Ltd., and Grace THW Holding Limited (“Grace”), previously described in the Current Report on
Form 8-K of AGY Holding Corp. filed on March 18, 2009, AGY Cayman, a company incorporated in the Cayman Islands and a
wholly-owned subsidiary of the Company completed its acquisition of 70% of the outstanding shares of Main Union Industrial Ltd.
(renamed AGY Hong Kong Ltd.), a company incorporated in Hong Kong and a wholly-owned subsidiary of Grace Technology
Investment Co., Ltd., a company incorporated in the British Virgin Islands and previously a wholly-owned subsidiary of Grace THW
Holding Limited. AGY Hong Kong Ltd owns 100% of Shanghai Grace Technology Co., Ltd. (renamed AGY Shanghai Technology
Co., Ltd. (“AGY Shanghai”), a company incorporated in the People’s Republic of China (“PRC”), which is also a glassfiber yarns
manufacturer. This acquisition expands AGY’s geographic, manufacturing, commercial and servicing capabilities in the Asia-Pacific
region relative to the electronics and industrial end-markets.

In connection with the execution of the Sale and Purchase Agreement, the parties entered into several other agreements, including:
(1) an option agreement, pursuant to which Grace granted AGY Cayman a call option and AGY Cayman granted Grace a put option,
in respect of the 30% interest held by Grace in AGY Hong Kong Ltd., (2) a supply agreement, pursuant to which Grace will purchase
certain fiberglass yarn products from AGY, which will have an initial term through December 31, 2013, (3) an intellectual property
license agreement pursuant to which AGY Holding Corp. grants to AGY Hong Kong Ltd. a non exclusive, royalty-free, non-
transferable know-how and trademarks license for the production and the sale of certain products for specific territories, and (4) a
technical service agreement pursuant to which AGY will provide certain technical and manufacturing support services to AGY
Shanghai.

The Company paid $20 million in cash for a 70% controlling interest in Main Union Industrial Ltd. and its subsidiaries (which we
collectively refer to as “AGY China”) and financed this consideration with an additional equity contribution from certain KAGY
Holdings shareholders. As noted previously, the Company entered into an option agreement that grants the Company the right to
purchase the remaining 30% ownership at a stipulated multiple of earnings before interest, taxes, depreciation and amortization if
certain financial parameters are achieved and grants Grace the right to put their remaining 30% ownership to the Company after the
one year anniversary of the execution of the Sale and Purchase Agreement at a stipulated multiple of earnings before interest, taxes,
depreciation and amortization. Management believes that either the call option or the put option will be exercised before 2011, and
the Company intends to finance the consideration to be paid pursuant to the agreement through the sale of additional equity to its
private equity sponsor, if available, or other liquidity.

Preliminary Fair Value Determination and Allocation of Consideration Transferred

As noted above, the Company paid $20 million in cash and assumed substantially all of the liabilities of the acquired business for a
total purchase price of approximately $72.3 million taking into account the assumed debt at March 31, 2009 and the fair value of the
30% noncontrolling interest. The acquisition is being accounted for under the purchase method of accounting. Management has
preliminarily determined the fair value of assets acquired and liabilities assumed with the assistance of an independent third-party
valuation specialist. However, the valuation has not been finalized and accordingly, management has not finalized its accounting for
the acquisition, and therefore, all amounts are based on management’s preliminary estimates.

Management believes, based on its preliminary allocation of purchase price to the fair value of the acquired assets less liabilities
assumed, that the acquisition was a bargain purchase and will result in negative goodwill. Since the valuation has not been completed
and management has not yet finalized its acquisition accounting, the Company has classified the preliminarily determined estimate of
negative goodwill as a reduction of the fair value of the machinery and equipment acquired. When management finalizes its
determination of the acquisition cost and reassesses the allocation of the acquisition cost to the fair value of the acquired assets and
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assumed liabilities, which management expects to substantially complete during the third quarter of 2009, any negative goodwill will
be recognized as non-operating income. Management believes that the Company was able to negotiate a bargain purchase price as a
result of the current economic environment.

Following is a summary of the preliminary estimates of the acquisition price and its allocation to the fair value of the acquired assets
less assumed liabilities at March 31, 2009:

Purchase Price:

Cash consideration paid for 70% ownership $20,000
Fair value of 30% noncontrolling interest 12,431
Debt assumed 39,891
Total purchase price $72,322

Net identifiable assets acquired:

Cash $ 3,169
Trade accounts receivables 4,878
Inventories 2,087
Other currents assets 873
Property, plant and equipment and alloy metals (1) 69,452
Identifiable intangible assets 1,200
Other assets 751
Current liabilities (5,913)
Other noncurrent liabilities (4,209)
Total identifiable net assets $72,322

(1) Consistent with the Company’s presentation in Form 10-Q filed August 19, 2009, as discussed above, amount is net of negative
pany s p g g
goodwill of approximately $20,746.

Note 2- Pro Forma Adjustments

The following pro forma adjustments are based on preliminary estimates of the purchase price and fair values of the assets acquired
and liabilities assumed. The final adjustments are expected to be different from these estimates and the differences may be material,
including the recording of any negative goodwill which may result from the acquisition as discussed in Note 1. In addition, when the
acquisition is finalized, among other things, the depreciable lives of tangible and intangible assets may differ.

The pro forma adjustments included in the unaudited pro forma combined financial statements do not reflect certain adjustments that
are expected to result from the acquisition because they are considered to be of a non-recurring nature. These include the lower cost
of sales that is expected to result from the write-down of the acquired inventory to its estimated fair market value.

(a) Reflects the reclassification of balances due from Shanghai Grace Fabric Corporation, a predecessor sister company of AGY
China to third party trade receivables.

(b) Reflects adjusting AGY China’s inventory to its estimated fair market value as of March 31, 2009.
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(c) Reflects an adjustment of the net book value of AGY’s China property, plant and equipment and alloy metals to their estimated

(d)

(e)

®

(@

(b)

®

fair value as of March 31, 2009, net of the preliminary negative goodwill as discussed in Note 1. The pro forma adjustment is
based on the preliminary appraisal of AGY China’s property, plant and equipment at the acquisition date and on the market
price for alloy metals at March 31, 2009.

Estimated Fair Market Value at March 31, 2009:

Land use rights $ 10,700
Buildings and leasehold improvements 20,750
Machinery and equipment 49,109
Alloy metals 9,639
90,198
Less allocation of preliminary negative goodwill associated with the acquisition (20,746)
$ 69,452

Reflects the estimated fair value of intangible assets acquired of $1,200 as of March 31, 2009, which corresponds to the
valuation of customer relationships with an estimated useful life of 10 years.

Reflects the termination and repayment of AGY China’s predecessor bank debt and related parties working capital loans as part
of the closing of the acquisition.

Reflects the short-term and long-term debt of $39,891 incurred by AGY Shanghai, all but $5,787 of which was refinanced on a
long-term basis on July 10, 2009, as discussed below. Accordingly $34,104 was classified as long-term debt and $5,787
remained classified as short-term debt at March 31, 2009.

On July 10, 2009, AGY Shanghai entered into a financing arrangement with the Bank of Shanghai (“Shanghai Credit Facility”).
The arrangement consists of a five-year term loan in the aggregate amount of approximately $40,500, a one-year working capital
loan in the aggregate amount of approximately $11,700 and a one-year letter of credit facility in the amount of $2,000. As
discussed above, proceeds from the loans were used to repay the bank debt outstanding under AGY Shanghai’s prior credit
agreements and the short-term predecessor related parties working capital loan.

The term loan is secured by AGY Shanghai’s building and equipment, and bears interest annually at the rate of either the five-
year lending rate as published by the People’s Bank of China, plus a margin, or six-month LIBOR plus 3.0%. Term loan
borrowings may be made in both local currency and US Dollars, up to certain limits.

Principal on the term loan is due semi-annually beginning April 2010.

The working capital loan facility is secured by future equipment and assets acquired by AGY Shanghai and bears interest
annually at the rate of either the one-year lending rate as published by the People’s Bank of China or three-month LIBOR plus
3.0%. Working capital loan borrowings may be made in both local currency and US Dollars, up to certain limits.

The letter of credit facility is a one-year facility for the issuance of documentary letters of credit up to a maximum term of 120
days. A 15% deposit is required upon issuance with the balance due upon settlement of the underlying obligation.

Reflects the estimated current and noncurrent estimated liability associated with a supply agreement entered into with Grace in
conjunction with the acquisition.

Reflects the reclassification of AGY China’s long-term deferred tax assets in the pro forma combined balance sheet as of
March 31, 2009.

Reflects the preliminary estimated fair value of the noncontrolling interest, including the put option described in Note 1 as of
March 31, 2009. As a result of the put option’s redemption feature, the noncontrolling interest, approximately $12,431 at the
acquisition date, is classified as temporary equity (presented in the accompanying combined balance sheet between total
liabilities and shareholder’s equity).
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() Reflects the elimination of AGY’s China predecessor shareholder’s equity of $35,433 at March 31, 2009 and the $20,000 of
additional paid-in capital that was recorded by AGY Holdings to recognize an additional contribution by certain KAGY
Holdings shareholders to fund the AGY China acquisition.

(k) Reflects additional alloy depletion expense resulting from the increase in fair value of AGY China’s alloy metals resulting from
the application of purchase accounting to the AGY China acquisition.

(1) Reflects the adjustment to historical depreciation resulting from the preliminary estimated increase in fair value of AGY China’s
property, plant and equipment.

(m) Reflects the adjustment to historical amortization expense to recognize the amortization of the identified intangible acquired
assets.

(n) Represents the adjustment to historical interest expense to reflect the estimate of interest expense associated with the debt
incurred to repay the bank debt oustanding under AGY Shanghai’s prior credit agreements and the short-term predecessor
related parties working capital loan, using the interest rates applicable for the respective period per the Shanghai credit facility as
discussed in (f) above.

0) Reflects the elimination of the non recurring impact of acquisition related costs, consisting primarily of legal and other
g 1mp q gp y g
professional fees. At March 31, 2009, acquisition related costs incurred and recognized as expense in the statement of operations
were $1,654.

The estimated income tax impact of the pro forma adjustments is immaterial, after taking into account the valuation allowance
P P P J g
provided on AGY China’s deferred tax assets and the elimination of the transaction costs as a non-taxable pro forma adjustment.

(@) Reflects the allocation of AGY China’s net results to the 30% noncontrolling interest.
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