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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q
( Mark One)

b QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) ODRE SECURITIES EXCHANGE ACT OF 19:
For the quarterly period ended February 29, 2012
OR
TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(df ®HE SECURITIES EXCHANGE ACT OF 19:

For the transition period from to

Commission File Numbe333-118259

CHINA SUN GROUP HIGH-TECH CO.
(Exact name of registrant as specified in its @

Delaware 54-214288C
(State or other jurisdiction of incorporation oganization) (I.R.S. Employer Identification No

1 Hutan Street, Zhongshan District
Dalian, The People’s Republic of China
(Address of principal executive offices) (Zip Code)

011 — 86- (411) 8288 9800/ 8289 2736
(Registrant’s telephone number, including area rode

Indicate by check mark whether the registrant € filed all reports required to be filed by Secti or 15(d) of the Securities Exchange
of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been
subject to such filing requirements for the pastags.
x Yes o No
Indicate by check mark whether the registrant ldsmstted electronically and posted on its corpo¥&tb site, if any, every Interactive Data
File required to be submitted and posted pursuaRide 405 of Regulation S-T (§232.405 of this ¢hgpduring the preceding 12 months (or
for such shorter period that the registrant wasired to submit and post such files)x Yeso No
Indicate by check mark whether the registrantlearge accelerated filer, an accelerated filer, @accelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportir@mpany” in Rule 12b-2 of the Exchange
Act.
Large accelerated file” Accelerated filer ”
Non-accelerated filei” (Do not check if a smaller reporting compar Smaller reporting companyx
Indicate by check mark whether the registrantskell company (as defined in Rule 12b-2 of the Exgfe Act).

Yes x No
Indicate the number of shares outstanding of ehtiiedssuer’s classes of common stock, as ofdtest practicable date.
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PART | — FINANCIAL INFORMATION
Iltem 1.  Financial Statements.
CHINA SUN GROUP HIGH-TECH CO.
INDEX TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
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CHINA SUN GROUP HIGH-TECH CO.
CONDENSED CONSOLIDATED BALANCE SHEETS
AS OF FEBRUARY 29, 2012 AND MAY 31, 2011
(Currency expressed in United States Dollars (“US$; except for number of shares)

February 29, 201 May 31, 2011
(Unaudited) (Audited)
ASSETS
Current asset:
Cash and cash equivalel $ 27,796,23 $ 21,810,39
Accounts receivable, trac 4,550,32: 2,465,86:
Inventories 841,58t¢ 610,02!
Deposits and prepayments 4,22¢ 1,02¢
Total current assets 33,192,37 24,887,30
Non-current assett
Technical knov-how, net 2,351,77. 2,420,27:
Property, plant and equipment, net 29,659,12 27,805,20
TOTAL ASSETS $ 65,203,227 $ 55,112,79
LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities:
Accounts payable, trac $ 1,081,28 $ -
Income tax payabl 539,31! 536,64"
Other payables and accrued liabilities 1,117,60: 1,163,32.
Total liabilities 2,738,20. 1,699,97.
Commitments and contingenci
Stockholder’ equity:
Preferred stock, $0.001 par value; 2,000,000 shargsrized; none of shares issued an
outstanding - -
Common stock, $0.001 par value; 100,000,000 staartmwrized; 56,212,971 and
55,962,971 shares issued and outstanding, reselgc 56,21: 55,96:
Additional paic-in capital 11,858,03 11,790,78
Accumulated other comprehensive inca 7,176,33 5,457,23.
Statutory reserv 4,396,34 3,342,35!
Deferred compensatic (96,000 (96,000
Retained earnings 39,074,13 32,862,47
Total stockholders’ equity 62,465,06 53,412,82
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 65,203,27 $ 55,112,79

See accompanying notes to condensed consolidaiucial statements.
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CHINA SUN GROUP HIGH-TECH CO.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME
FOR THE THREE AND NINE MONTHS ENDED FEBRUARY 29, 2012
AND FEBRUARY 28, 2011
(Currency expressed in United States Dollars (“US$; except for number of shares)

(Unaudited)
Three months ended Februi Nine months ended Februe
29, 2012 28, 2011 29, 2012 28, 2011

Revenues, ne $ 11,268,800 $ 13,359,993 $ 33,471,06 $ 37,753,21
Cost of revenue(inclusive of depreciation and amortization) 7,366,41! 8,753,18. 22,120,62 25,367,85
Gross profit 3,902,38! 4,606,74 11,350,44 12,385,36
Operating expenses
Sales and marketir 41,62¢ 47,49 122,66: 116,26¢
Research and developmt 33,79¢ 33,83¢ 101,47( 87,28t
General and administrative 529,00! 858,58( 1,379,46! 3,454,39
Total operating expenses 604,42° 939,91: 1,603,60. 3,657,94!
INCOME FROM OPERATIONS 3,297,95! 3,666,83 9,746,83! 8,727,41
Other income

Subsidy incom:e - 291 - 44,72:

Interest income 20,55( 14,24( 54,11 38,09:!
INCOME BEFORE INCOME TAXES 3,318,50 3,681,36! 9,800,95! 8,810,23.
Income tax expense (869,769 (1,021,683 (2,535,30) (2,779,81)
NET INCOME $ 2,448,74. $ 265968 $ 7,26564 $ 6,030,41.
Other comprehensive incorr
- Foreign currency translation gain 678,62¢ 650,84 1,719,10. 1,702,40
COMPREHENSIVE INCOME $ 312736 $ 3,31052 $ 8,984,74 $  7,732,82
Net income per sha~ Basic and diluted $ 0.04 $ 0.0t $ 0.1 $ 0.11
Weighted average common stock outstanding — Basiclduted 55,998,68 55,639,63 55,974,96 54,693,34

See accompanying notes to condensed consolidaiucfal statements.
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CHINA SUN GROUP HIGH-TECH CO.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE NINE MONTHS ENDED FEBRUARY 29, 2012

AND FEBRUARY 28, 2011
(Currency expressed in United States Dollars (“US9$)
(Unaudited)

Cash flows from operating activities:

Net income

Adjustments to reconcile net income to net caskigeal by operating activitie:
Depreciation of property, plant and equipm
Amortization of technical kno-how
Shares issued for services, -cash

Changes in operating assets and liabilii

Accounts receivable, trac
Inventories

Deposits and prepaymer
Accounts payable, trac
Customer deposi
Income tax payabl

Other payables and accrued liabilit

Net cash provided by operating activit

Cash flows from investing activit
Purchase of plant and equipm:

ies:

Net cash used in investing activiti

Effect of exchange rate changes on cash and casyasnts

NET CHANGE IN CASH AND C

ASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD

CASH AND CASH EQUIVALENTS, END OF PERIOD

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:

Cash paid for income tax
Cash paid for interest

Nine months ended Februe

29, 2012 28, 2011

$ 7,265,64. $ 6,030,41.
1,679,45 1,223,91!
139,25¢ 132,67¢
67,50 2,064,12!
(1,984,15) (125,965
(210,47 586,79
(3,129) (536,80%)
1,067,12: (1,999,47)

- 187,52
(13,259 (892,54:)
(10,159 (54,34%)
7,997,811 6,616,31
(2,750,56) (52,515
(2,750,56) (52,519
738,59: 819,49
5,985,84. 7,383,29
21,810,39 18,017,26

$ 27,796,23

$ 25,400,56

$ 2,548,56.
$ =

$ 3,742,03
$ -

See accompanying notes to condensed consolidaiucfal statements.
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Balance as of Jur
1, 2011

Net income for thi
period

Stocl-basec
compensatiol

Appropriations tc
statutory reserv

Foreign currenc
translation
adjustment

Balance as ¢
February 29, 2012

CHINA SUN GROUP HIGH-TECH CO.

CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY
FOR THE NINE MONTHS ENDED FEBRUARY 29, 2012

(Currency expressed in United States Dollars (“US$; except for number of shares)

(Unaudited)
Accumulater

Preferred stoc Common stocl Additional other Total
No. of No. of paic-in  comprehensiv Statuton Deferre( Retaine! stockholder
share Amount share Amount capita income reservi  compensatio earning: equity
- 3 = 55,962,97 $ 55,96: $ 11,790,78 $ 5457,23° $ 3,342,351 $ (96,000 $ 32,862,47 $ 53,412,82

- - - - - - - - 7,265,64. 7,265,64.

- - 250,00( 25C 67,25( - - - - 67,50(

- - - - - - 1,053,98I (1,053,98i) -

- - - - - 1,719,10: - - - 1,719,10

- 3 = 56,212,97 $ 56,21 $ 1185803 $ 717633 $ 439634 $ (96,000 $ 39,074,13 $ 62,465,06

See accompanying notes to condensed consolidaiucfal statements.
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CHINA SUN GROUP HIGH-TECH CO.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
FOR THE NINE MONTHS ENDED FEBRUARY 29, 2012
(Currency expressed in United States Dollars (“US$; except for number of shares)
(Unaudited)

NOTE-1 BASIS OF PRESENTATION

The accompanying unaudited condensed consolidatedicial statements have been prepared by managemecordance with ba
accounting principles generally accepted in thetéthBtates (“GAAP”) and the instructions to FormQ@&nd Rule 10-01 of Regulation>S-
Certain information and note disclosures normatigiided in audited financial statements preparedcitordance with generally accey
accounting principles have been condensed or amjitgsuant to those rules and regulations, althahghCompany believes that
disclosures made are adequate to make the infamatit misleading.

In the opinion of management, the consolidatedrz@asheet as of May 31, 2011 which has been defreed audited financial stateme
and these unaudited condensed consolidated fidastei@ments reflect all normal and recurring afijigts considered necessary to !
fairly the results for the periods presented. Tdsults for the period ended February 29, 2012 ar@ecessarily indicative of the results t
expected for the entire fiscal year ending MayZ11,2 or for any future periods.

These unaudited condensed consolidated financdéraents and notes thereto should be read in odtignnwith the Managemerst’
Discussion and the audited financial statementsrantéls thereto included in the Annual Report omFa&0K for the year ended May :
2011.

NOTE -2  ORGANIZATION AND BUSINESS BACKGROUND

China Sun Group High-Tech Co. (the “Company” or GI8) was organized under the laws of the State of NGalvlina on February
2004 as a subchapterC®rporation. On August 24, 2007, the Company waxoeporated in the State of Delaware and chantgedam:
from “Capital Resource Funding, Inc.” to “China SBroup High-Tech Co.”

The Company, through its operating subsidiarieshanPeople Republic of China (the “PRQOMainly engages in the production and sale
cobaltosic oxide and lithium iron phosphate, bathode materials used in lithium ion rechargeabtéehies in the PRC.

CSGH and its subsidiaries are hereinafter refeess (the “Company”).
NOTE -3 SUMMARY OF SIGNIFICANT ACCOUNTING POL ICIES

The accompanying condensed consolidated finangtdraents reflect the application of certain sigaifit accounting policies as describe
this note and elsewhere in the accompanying coredecsnsolidated financial statements and notes.

. Use of estimates

In preparing these condensed consolidated finagtaééments, management makes estimates and agmsrpat affect the reported amot
of assets and liabilities in the balance sheetsramdnues and expenses during the periods repdktedal results may differ from the
estimates.

. Basis of consolidation

The condensed consolidated financial statementgdadhe financial statements of CSGH and its glidses. All significant inteicompan:
balances and transactions within the Company haea bliminated upon consolidation.

. Cash and cash equivalents

Cash and cash equivalents are carried at costeqmelsent cash on hand, demand deposits placedbavitts or other financial institutions ¢
all highly liquid investments with an original maity of three months or less as of the purchase dasuch investments.

F-6




CHINA SUN GROUP HIGH-TECH CO.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
FOR THE NINE MONTHS ENDED FEBRUARY 29, 2012
(Currency expressed in United States Dollars (“US$; except for number of shares)
(Unaudited)

The Company maintains cash balances at one firlanst#ution in the PRC, which are maintained blyii@ Citic Bank. The Company t
cash concentration risk of $27,794,214 as of Felra@, 2012.

. Accounts receivable

Accounts receivable are recorded at the invoicedusrinand do not bear interest. The Company extandscured credit to its customer
the ordinary course of business but mitigates 8soaated risks by performing credit checks and/elgt pursuing past due accounts.
allowance for doubtful accounts is established detkrmined based on managemerd#ssessment of known requirements, agin
receivables, payment history, the customers’ cticesdit worthiness and the economic environment.

. Inventories

Inventories include material, labor and manufacioverhead and are stated at lower of cost or ehatddue, cost being determined ¢
weighted average method. The Company periodicalljews historical sales activity to determine es¢catow moving items and potentie
obsolete items and also evaluates the impact obatigipated changes in future demand. The Compamyides inventory allowances ba
on excess and obsolete inventories determinedipail by customer demand. As of February 29, 2ah2, Company did not record
allowance for obsolete inventories, nor have themn any write-offs.

. Technical know-how

Technical knowhow represents the developed product technologyiet) from a third party and is carried at its fase cost, net
accumulated amortization. The Company determined tine estimated useful life of the acquired tetbmp is 15 years and subject
amortization using a straight-line basis over thtineated useful life when its developed productsapproved by the government agency.

Amortization expense for the three months endedugeh 29, 2012 and February 28, 2011 were $46,8t1%44,803, respectively, whi
was recorded in cost of revenue.

Amortization expense for the nine months ended laepr29, 2012 and February 28, 2011 were $139,2885432,679, respectively, wh
was recorded in cost of revenue.

. Property, plant and equipment
Property, plant and equipment are stated at cestdecumulated depreciation and accumulated impairtosses, if any. Depreciatior

calculated on the straiglibe basis over the following expected useful livesn the date on which they become fully operatlosnd afte
taking into account their estimated residual values

Expected useful live Residual valut
Building 20-40 years 5%
Plant and machinet 5-40 years 5%
Office equipmen 5 years 5%
Motor vehicle 5 years 5%

Expenditure for repairs and maintenance is expeaseihcurred. When assets have been retired or $wdcost and related accumul:
depreciation are removed from the accounts andesulting gain or loss is recognized in the resofitsperations.

Depreciation expense for the three months endedukgb29, 2012 and February 28, 2011 were $593a@D $413,766, which includ
$531,486 and $277,271 in cost of revenue, respgtiv

Depreciation expense for the nine months endedugepr?9, 2012 and February 28, 2011 were $1,67%489%$1,223,915, which includ
$1,494,239 and $1,020,584 in cost of revenue, otispdy.
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CHINA SUN GROUP HIGH-TECH CO.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
FOR THE NINE MONTHS ENDED FEBRUARY 29, 2012
(Currency expressed in United States Dollars (“US$; except for number of shares)
(Unaudited)

. Valuation of long-lived assets

Long-lived assets primarily include technical knbew and property, plant and equipment. In accordawith Accounting Standar
Codification (“ASC”) Topic 360-10-5, fmpairment or Disposal of Long-Lived Assgtshe Company periodically reviews lotiged assel
for impairment whenever events or changes in bsgsir@rcumstances indicate that the carrying amotfirthe assets may not be fi
recoverable or that the useful lives are no loraggaropriate. Each impairment test is based on gadson of the undiscounted cash flow
the recorded value of the asset. If an impairmemdicated, the asset is written down to its estéd fair value based on a discounted
flow analysis. Determining the fair value of lofiged assets includes significant judgment by managnt, and different judgments cc
yield different results. There has been no impairnoharge for the periods present

. Revenue recognition

In accordance with the ASC Topic 60Revenue Recognition; the Company recognizes revenue when the followiy fevenue criter
are met: persuasive evidence of an arrangemensgegslivery has occurred, the selling price igéixor determinable, and collectibility
reasonably assured.

Revenue is recognized when products are delivaremlistomers. Provisions for discounts and rebatesustomers, estimated returns
allowances, and other adjustments are provideihftire same period the related sales are recohdéustances where products are config
to customer requirements, revenue is recorded tipersuccessful completion of the Company’s finat fgerocedures and the custonser’
acceptance.

Revenue represents the invoiced value of goodspfnetlue-added tax (“VAT")All of the Company's products that are sold in BRC an
subject to VAT which is levied at the rate of 17%the invoiced value of sales. Output VAT is bobyecustomers in addition to the invoit
value of sales and input VAT is borne by the Conypimnaddition to the invoiced value of purchasegsh® extent not refunded for exg
sales.

. Comprehensive income

ASC Topic 220, “Comprehensive Incomeéstablishes standards for reporting and displagoofiprehensive income, its components
accumulated balances. Comprehensive income asedefincludes all changes in equity during the periomim nonewner source
Accumulated comprehensive income consists of clmngenrealized gains and losses on foreign cuyréranslation. This comprehens
income is not included in the computation of incdiape expense or benefit.

. Income taxes

The provision for income taxes is determined inoadance with the provisions of ASC Topic 740ntome Taxe (“ASC 740”). Under thit
method, deferred tax assets and liabilities aregeized for the future tax consequences attribatabldifferences between the finan
statement carrying amounts of existing assetsiabdities and their respective tax basis. Deferteedassets and liabilities are measured 1
enacted income tax rates expected to apply to kviabome in the periods in which those temporaffeences are expected to be recov
or settled. Any effect on deferred tax assets é&tllities of a change in tax rates is recognizedncome in the period that includes
enactment date.

ASC 740 prescribes a comprehensive model for hawpemies should recognize, measure, present, anlbsbsin the financial stateme
uncertain tax positions taken or expected to bertain a tax return. Under ASC 740, tax positionstrinitially be recognized in the financ
statements when it is more likely than not the fasiwill be sustained upon examination by the &athorities. Such tax positions m
initially and subsequently be measured as the sargmount of tax benefit that has a greater tha HRelihood of being realized up
ultimate settlement with the tax authority assunfingknowledge of the position and relevant facts.

For the nine months ended February 29, 2012 andu&gb28, 2011, the Company did not have any isteaad penalties associated with
positions. As of February 29, 2012, the Companyndidhave any significant unrecognized uncertairptasitions.
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CHINA SUN GROUP HIGH-TECH CO.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
FOR THE NINE MONTHS ENDED FEBRUARY 29, 2012
(Currency expressed in United States Dollars (“US$; except for number of shares)
(Unaudited)

The Company conducts major businesses in the PE@Gaubject to tax in this jurisdiction. As a risaf its business activities, the Comp:
files tax returns that are subject to examinatipithe foreign tax authority.

. Net income per sha

The Company calculates net income per share irrdanoe with ASC Topic 260Earnings per Share.”Basic income per share is compt
by dividing the net income by the weightaderage number of common shares outstanding dtimmgperiod. Diluted income per shar
computed similar to basic income per share exdegitthe denominator is increased to include thebaurof additional common shares
would have been outstanding if the potential comstook equivalents had been issued and if theiaddlitcommon shares were dilutive.

. Foreign currencies translation

Transactions denominated in currencies other thanfunctional currency are translated into the fian@l currency at the exchange ri
prevailing at the dates of the transaction. Monetassets and liabilities denominated in currenoiger than the functional currency
translated into the functional currency using tpelizable exchange rates at the balance sheet. ddtesresulting exchange differences
recorded in the condensed consolidated statemengeastions.

The reporting currency of the Company is Unitedtedtdollar ("US$"). The Company's subsidiarieshia PRC, maintain their books ¢
records in their local currency, Renminbi Yuan ("BM which is functional currency as being the paim currency of the econon
environment in which these entities operate.

In general, for consolidation purposes, assetdiahtlities of its subsidiaries whose functionar@ncy is not the US$ are translated into

in accordance with ASC Topic 830-30Tfanslation of Financial Statementiising the exchange rate on the balance sheetRiatenues ar
expenses are translated at average rates prevdilimg the period. The gains and losses resuftimm translation of financial statements
foreign subsidiaries are recorded as a separatpament of accumulated other comprehensive inconiermihe statement of stockholders’
equity.

Translation of amounts from RMB into US$1 has bewre at the following exchange rates for the resgeperiod:

February 29, 201 February 28, 201
Perioc-end RMB:US$1 exchange re 6.307: 6.583(
Average period RMB:US$1 exchange rate 6.391( 6.707¢

. Related parties

Parties, which can be a corporation or individaa$ considered to be related if the Company haslfiiy, directly or indirectly, to contr.
the other party or exercise significant influenogerothe other party in making financial and opemgtdecisions. Companies are
considered to be related if they are subject tomomcontrol or common significant influence.

. Segment reporting

ASC Topic 280,'Segment Reportingestablishes standards for reporting informationualoperating segments on a basis consistent wé
Companys internal organization structure as well as infation about geographical areas, business segmedtsnajor customers in t
financial statements. For the nine months endeduae 29, 2012, the Company operates one reportalsimess segment in the PRC.

. Stock based compensation

For non-employee stock based compensation, the @wynadopts ASC Topic 505-50,Equity-Based Payments to Non-Employgestock
based compensation related to ramployees is accounted for based on the fair vaiube related stock or options or the fair valdighe
services on the grant date, whichever is more leddierminable.
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CHINA SUN GROUP HIGH-TECH CO.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
FOR THE NINE MONTHS ENDED FEBRUARY 29, 2012
(Currency expressed in United States Dollars (“US$; except for number of shares)
(Unaudited)

. Fair value of financial instruments

Cash and cash equivalents, accounts receivablesiig@nd prepayments, accounts payable, incompatgable, other payables and acc
liabilities are carried at cost which approximated value. Any changes in fair value of assettiahilities carried at fair value are recogni
in other comprehensive income for each period.

The Company also follows the guidance of the ASQ@iI@@20-10, “Fair Value Measurements and Disclosufe§'ASC 820-10"), with
respect to financial assets and liabilities thatraeasured at fair value. ASC 820-10 establishbeeatier fair value hierarchy that prioritiz
the inputs used in measuring fair value as follows:

« Level 1: Inputs are based upon unadjusted quoted priceddntical instruments traded in active markets;

» Level 2: Inputs are based upon quoted prices for similstriments in active markets, quoted prices fantidal or similar instruments
markets that are not active, and model-based vaiug¢chniques (e.g. Black-Scholes Optreing model) for which all significa
inputs are observable in the market or can be boraded by observable market data for substanttayfull term of the assets
liabilities. Where applicable, these models profatiire cash flows and discount the future amotms present value using marhstsel
observable inputs; ar

« Level 3: Inputs are generally unobservable and typicalect managemertt’estimates of assumptions that market participantdd
use in pricing the asset or liability. The fair wa$ are therefore determined using mdueded techniques, including option pric
models and discounted cash flow mod

Fair value estimates are made at a specific poititrie based on relevant market information abbetfinancial instrument. These estim:
are subjective in nature and involve uncertaingied matters of significant judgment and, therefaamnot be determined with precisi
Changes in assumptions could significantly affeetéstimates.

. Recent accounting pronouncements

The Company has reviewed all recently issued, btiyat effective, accounting pronouncements and ame believe the future adoptior
any such pronouncements may be expected to cauaéesial impact on its financial condition or tlesults of its operations.

NOTE -4  ACCOUNTS RECEIVABLE

The majority of the Compang’sales are on open credit terms and in accordaitiederms specified in the contracts governing ritlevan
transactions. The Company evaluates the need alt@mance for doubtful accounts based on specljiégdentified amounts that managerr
believes to be uncollectible. If actual collectiorgperience changes, revisions to the allowance bwyrequired. Based upon
aforementioned criteria, the Company has determihatino allowance for doubtful accounts is requifer the periods ended February
2012 and February 28, 2011.

NOTE-5 OTHER PAYABLES AND ACCRUED LIABILITIE S

Other payables and accrued liabilities consisted of

February 29, 201 May 31, 2011
VAT payable $ 256,32¢ $ 216,19¢
Welfare payabl 451,47! 438,32t
Payable to equipment vendc 164,25« 223,04:
Accrued operating expens 117,54« 157,75
Other payable 128,00( 128,00(
Other payables and accrued liabilities $ 1,117,60; $ 1,163,32.
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CHINA SUN GROUP HIGH-TECH CO.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
FOR THE NINE MONTHS ENDED FEBRUARY 29, 2012
(Currency expressed in United States Dollars (“US$; except for number of shares)
(Unaudited)
NOTE-6 STOCKHOLDERS’ EQUITY

On February 15, 2012, the Company issued an aggrefi250,000 shares of common stock to its CEOGRQ@ for executive compensat
pursuant to the employment agreements dated Noweh®h@010, at the current fair value of $0.27 gware, totaling $67,500.

As of February 29, 2012, the issued and outstanchingmon stock of the Company is 56,212,971 shares.
NOTE-7 INCOME TAXES

For the nine months ended February 29, 2012 antu&gb28, 2011, the local (“United States of Amaftjcand foreign components of (lo
income before income taxes were comprised of theving:

Nine months ended Februe

29, 2012 28, 2011
Tax jurisdiction from:
— Local $ (334,35 $ (2,335,80)
— Foreign 10,135,30. 11,146,03
Income before income taxes $ 9,800,951 % 8,810,23:

The provision for income taxes consisted of théofwing:

Nine months ended Februe
29, 2012 28, 2011

Current tax
— Local $

- $
— Foreign 2,535,30!

2,779,81

Deferred tax
— Local - -
— Foreign - -

Income tax expense $ 2,535,300 $ 2,779,81

The effective tax rate in the periods presentatidsresult of the mix of income earned in varicas jurisdictions that apply a broad rang
income tax rates. The Company operates in varioustdes: United States of America and the PRC @hatsubject to tax in the jurisdictic
in which they operate, as follows:

United States of America

The Company is registered in the State of Delawarkis subject to the tax laws of the United Stafesmerica.

As of February 29, 2012, the operation in the Uhifates of America incurred $4,032,931 of cumuéabperating loss carryforwards
federal tax purposes, which are available to offgaire taxable income. The net operating lossybamnwvards begin to expire in 2032,

unutilized. The Company has provided for a fulluaion allowance for any future tax benefits frdme het operating loss carryforward:
the management believes it is more likely thanthat these assets will not be realized in the &tur
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CHINA SUN GROUP HIGH-TECH CO.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
FOR THE NINE MONTHS ENDED FEBRUARY 29, 2012
(Currency expressed in United States Dollars (“US$; except for number of shares)
(Unaudited)

The PRC

The Company’s PRC subsidiaries are subject to thigpdZate Income Tax governed by the Income Tax béwhe Peoples Republic ¢
China, at a statutory income tax rate of 25%.

The reconciliation of income tax rate to the effeztincome tax rate based on income before incaxestfrom the operation in the PRC
the nine months ended February 29, 2012 and Feb2812011 are as follows:

Nine months ended Februe

29, 2012 28, 2011
Income before income tax $ 10,135,300 $ 11,146,03
Income statutory tax rate 25% 25%
Income taxes calculated at statutory income ta 2,533,82! 2,786,50!
Tax effect of no-deductible item: 6,83¢ 4,48¢
Tax effect on non-taxable items (5,356 (11,187
Income tax expense $ 2,535,300 $ 2,779,81

The following table sets forth the significant casnpnts of the aggregate net deferred tax assét®e @@ompany as of February 29, 2012
May 31, 2011:

February 29, 201 May 31, 2011
Deferred tax asset
- Net operating loss carryforwar $ 1,371,190 $ 1,257,51i
Less: valuation allowance (1,371,19)) (1,257,51))
Deferred tax assets $ - 9 =

As of February 29, 2012, the Company has provideaffull valuation allowance against the aggregktierred tax assets of $1,371,19¢
the expected future tax benefits from the net dpegdoss carryforwards as the management beligvesnore likely than not that these as
will not be realized in the future. For the nine ntts ended February 29, 2012, the valuation allo@ancreased by $113,680, prima
relating to net operating loss carryforwards fréma local tax regime.

NOTE-8 SEGMENT INFORMATION BY PRODUCTS

The Company operates in one reportable operatiggieet in the production and sales of batteries nahte the PRC, as defined by A
Topic 280. Summarized financial information con@egrthe Companys major products is shown in the following table thee three and nil
months ended February 29, 2012 and February 28,201

Three months ended Febru:

29, 2012 28, 2011
Lithium iron phosphat $ 4,437,17. $ 3,828,22.
Cobaltosic oxide 6,831,63 9,531,701
$ 11,268,80 $ 13,359,93
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
FOR THE NINE MONTHS ENDED FEBRUARY 29, 2012
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(Unaudited)
Nine months ended Februe
29, 2012 28, 2011
Lithium iron phosphat: $ 12,632,66. $ 9,764,84'
Cobaltosic oxide 20,838,40. 27,988,36
$ 33,471,06 $ 37,753,21

NOTE-9 CONCENTRATIONS OF RISK
The Company is exposed to the following concerdretiof risk:
(&  Major customers

For the three and nine months ended February 22 20d February 28, 2011, the customers who acdoutt©0% or more of revenues of
Company and their outstanding balances at the gyerial are presented as follows:

Three months ended February 29, 2 February 29, 201

Percentage Trade accounts
Revenue! of revenue: receivable
Customer A $ 2,080,83 18% $ 571,66t
Customer E 1,415,06. 13% 443,74¢
Customer C 1,405,16 12% 574,22:
Customer C 1,321,53! 12% 458,18
Customer E 1,309,85. 12% 401,60t
Total: $ 7,532,45. 67% $ 2,449,422
Nine months ended February 29, 2( February 29, 201
Percentage Trade accounts
Revenue! of revenue: receivable
Customer A $ 6,572,37. 20% $ 571,66¢
Customer C 4,250,221 13% 574,22:
Customer E 4,011,39: 12% 443,74¢
Customer C 3,836,48:; 11% 458,18:
Customer E 3,573,17! 11% 401,60¢
Customer F 3,439,98; 10% 335,82¢
Total: $ 25,683,63 77% $ 2,785,25!
Three months ended February 28, 2 February 28, 201
Percentage Trade accounts
Revenue! of revenue: receivable
Customer E $ 2,097,61 16% $ 728,76°
Customer A 1,897,14: 14% -
Customer C 1,750,72. 13% 141,43t
Customer C 1,636,533 12% 615,70
Customer F 1,455,16. 11% -
Total: $ 8,837,18: 66% $ 1,485,91;
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
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(Unaudited)
Nine months ended February 28, 2( February 28, 201
Percentage Trade accounts
Revenue: of revenue: receivable
Customer E $ 5,883,62. 16% $ 728,76
Customer C 5,174,97 14% 615,70
Customer E 4,746,22. 13% =
Customer C 4,410,11. 12% 141,43t
Customer F 3,729,57! 10% -
Total: $ 23,944,51 65% $ 1,485,91,

All of the customers are located in the PRC.
(b)  Major vendors

For the three and nine months ended February 2% a6d February 28, 2011, the vendors who accaurt(b6 or more of purchases of
Company and their outstanding balances at the gyeral are presented as follows:

Three months ended February 29, 2 February 29, 201

Percentage Accounts
Purchase of purchase payable
Vendor A $ 2,234,09' 36% $ z
Vendor B 1,290,92! 21% -
Vendor C 1,242,26 20% -
Total: $ 4,767,29. 7% $ =
Nine months ended February 29, 2( February 29, 201
Percentage Accounts
Purchase of purchase payable
Vendor A $ 7,534,62. 38% $ -
Vendor B 3,862,31! 20% -
Vendor C 3,681,46! 19% -
Total: $ 15,078,39 7% $ =
Three months ended February 28, 2 February 28, 201
Percentage Accounts
Purchase of purchase payable
Vendor A $ 3,288,29 40% $ z
Vendor C 1,810,17. 22% -
Vendor B 1,683,05: 21% -
Total: $ 6,781,52. 83% $ -
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CHINA SUN GROUP HIGH-TECH CO.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
FOR THE NINE MONTHS ENDED FEBRUARY 29, 2012
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(Unaudited)
Nine months ended February 28, 2( February 28, 201
Percentage Accounts
Purchase of purchase payable
Vendor A $ 8,870,20i 39% $ -
Vendor C 5,271,44. 23% -
Vendor B 4,800,74 21% -
Total: $ 18,942,39 83% $ -

All of the vendors are located in the PRC.
()  Creditrisk

Financial instruments that potentially subject @@mpany to significant concentrations of credik reonsist principally of cash and tre
accounts receivable. The Company performs ongaieditcevaluations of its customers' financial ctiodi, but does not require collatera
support such receivables.

(d)  Exchange rate risk

The reporting currency of the Company is US$, ttedhe majority of the revenues and costs are demated in RMB and a significa
portion of the assets and liabilities are denoneidah RMB. As a result, the Company is exposedteifin exchange risk as its revenues
results of operations may be affected by fluctuetin the exchange rate between US$ and RMB. IRK& depreciates against US$,
value of the RMB revenues and assets as expresdg8$financial statements will decline. The Company doeshold any derivative
other financial instruments that expose to substhmarket risk.

(e) Economic and political risks

The Company's operations are conducted in the RREbrdingly, the Company's business, financial d¢tord and results of operations n
be influenced by the political, economic and legiatironment in the PRC and by the general statkeoPRC economy.

The Company's operations in the PRC are subjespégial considerations and significant risks npidglly associated with companies
North America and Western Europe. These includesrassociated with, among others, the politicabnemic and legal environment ¢
foreign currency exchange. The Company's resulislmaadversely affected by changes in the politiwal social conditions in the PRC, .
by changes in governmental policies with respetaws and regulations, aritiflationary measures, currency conversion, remi#s abroa
and rates and methods of taxation.

NOTE-10 COMMITMENTS AND CONTINGENCIES

(@) Operating lease commitme

The Company’s subsidiary operating in PRC was cdtethiunder several narancelable operating leases for the terms from Htgears
with monthly rentals, due through July 2020. Cosisurred under these operating leases are recoadetental expense and tote

approximately $9,388 and $12,050 for the nine meetided February 29, 2012 and February 28, 2011.

As of February 29, 2012, the Company has the futirémum rental payments under the operating legseements in the next five years
thereafter, as follow:

Year ending February 2

2013 $ 17,44(
2014 17,44(
2015 17,44(
2016 15,06:
2017 12,68
Thereafter 42,27¢

Total: $ 122,34!
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
FOR THE NINE MONTHS ENDED FEBRUARY 29, 2012
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(Unaudited)

(b) Employment contracts commitme

Under the employment agreement dated November AH),2he Company is committed to grant Mr. GuoshEngthe Chief Executi
Officer, up to an aggregate amount of 450,000 shafédhe Compang’ common stock. The Company agreed to issue 15@/0@@s of il
common stock to him on each of December 31, 20@012and 2012, each, an award date, subject toomisnuous service on each aw
date.

Under the employment agreement dated November@H),2he Company is also committed to grant Ms.dé&n Liu, the Chief Financi
Officer, up to an aggregate amount of 300,000 shafédhe Compang’ common stock. The Company agreed to issue 10Gj0@@s of il
common stock to her on each of December 31, 200D1,2and 2012, each, an award date, subject tadrginuous service on each aw
date.

On February 15, 2012, the Company issued an aggred£50,000 shares of common stock to its CEO @R®, which were awarded
them on December 31, 2011 pursuant to the employaggeements dated November 15, 2010. As of Fep2#r2012, the Company isst
an aggregate 500,000 shares of common stock unelee eEmployment agreements and is committed te thguremaining 250,000 share
its common stock to the executive officers in te&triwelve months.

NOTE -11  SUBSEQUENT EVENTS
The Company evaluated subsequent events througtatbehe financial statements were issued andi iigh this Form 10-Q. There were no

subsequent events that required recognition ofadisce.
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Item 2. Management’s Discussion and Analysis of Famcial Condition and Results of Operations.

We make certain forwarlboking statements in this report. Statements awmiicg our future operations, prospects, stratedi@sncia
condition, future economic performance (includingwth and earnings), demand for our products, ahdrostatements of our plans, beli
or expectations, including the statements containeder this item as well as items elsewhere in tosument, are forwarkboking
statements. In some cases these statements atdiabénthrough the use of words such as “antit@pga“believe,” “estimate,” “expect,”
“intend,” “plan,” “project,” “target,” “can,” “coudl,” “may,” “should,” “will,” “would,” and similar expressions. We intend such forward-
looking statements to be covered by the safe hapbmrisions contained in Section 27A of the Se@msitAct of 1933, as amended (
“Securities Act”) and in Section 21E of the SedastExchange Act of 1934, as amended (the “Exchakg®). The forwardlooking
statements we make are not guarantees of futuferpemce and are subject to various assumptiosiss,rand other factors that could c:
actual results to differ materially from those sesigd by these forwaldeking statements. Because such statements ajecsti risks an
uncertainties, actual results may differ materidlym those expressed or implied by the forwkmking statements. Indeed, it is likely t
some of our assumptions will prove to be incorr@uir actual results and financial position will ydrom those projected or implied in
forward-looking statements and the variances maymlagerial. You are cautioned not to place unduanmeé on such forwarkboking
statements. These risks and uncertainties, togefitieithe other risks described from time to timeréports and documents that we file \
the SEC should be considered in evaluating forvi@o#ling statements.

” ou ” W "o LIS ” o LIS ” o, ",

The nature of our business makes predicting thedurends of our revenues, expenses, and net sncifficult. Thus, our ability to predi
results or the actual effect of our future plansioategies is inherently uncertain. The risks andertainties involved in our business ct
affect the matters referred to in any forwdwdking statements and it is possible that our @ctasults may differ materially from t
anticipated results indicated in these forwhroking statements. Important factors that couldseaactual results to differ from those in
forward-looking statements include, without limitat, the factors discussed above in the sectiotlethtRisk Factors” and the following:

» the effect of political, economic, and market cdiotis and geopolitical events;
« legislative and regulatory changes that affecttginess;

- the availability of funds and working capital,

- the actions and initiatives of current and potémienpetitors;

« the risk that we lose any of our current major Gonrs ;

- investor sentiment; and

e Our reputation.

We do not undertake any responsibility to publiclease any revisions to these forwhnoking statements to take into account even
circumstances that occur after the date of thisntedditionally, we do not undertake any respbilisy to update you on the occurrence
any unanticipated events which may cause actualtse® differ from those expressed or implied by éorward-looking statements.

The following discussion and analysis should bel ieeconjunction with our consolidated financiadtstments and the related notes there
filed with the SEC and other financial informatioontained elsewhere in this Report on Form 10-Q.

Overview

We believe we are one of the leading producersatifarle materials for lithium ion batteries in Chikiée currently produce cobaltosic ox
and lithium iron phosphate (“LIP”). With the lateséchnological know-how, innovative manufacturingoqesses, state-of-tlast
manufacturing equipment and substantial manufagjudapacity, we have evolved into a market leadeClhina and one of the m
innovative and respected manufacturers of cathaatenmals for lithium ion batteries.

Since 2007, we have engaged in the manufacturiragketing and distribution of cobaltosic oxide. 1008 we successfully develog
proprietary processes for the manufacture of LI Mégan manufacturing LIP in quantity in the secqodrter of fiscal year 2011. Sir
then, we have focused on expanding sales and siongearoduction of LIP. Originally, we had severbatiosic oxide production lines &
five lithium cobalt oxide production lines. By tked of fiscal year 2011, we had converted thremuofseven cobaltosic oxide and three of
five lithium cobalt oxide production lines to LIPgaluction lines.




During this quarter, we completed converting ouo t@maining original lithium cobalt oxide produgtidines to the production of LIP, \
currently have a total of four cobaltosic oxide guotion lines and eight LIP production lines alamith the corollary process flow equipme
Currently, our total annual production capacit,800 tons which includes 1,500 tons of cobaltogide,and 1,000 tons of LIP. The incre
in sales of LIP is the primary reason for our ia&® in gross margins in this quarter and we beliesesales of LIP will continue to repres
a larger portion of our gross profits and positvehpact our gross margins in the future.

We saw a 7% and 6% decline in the average selliicg pf cobaltosic oxide and a 3.3% and 1.5% ireean the average selling price of
during the three and nine months ended Februar@P?, respectively. We expect that the demand.BBrwill continue to remain strot
because: 1) the lithium ion battery industry isregral part of the new energy sector which hasedrnced substantial growth, and 2) LI
becoming the preferred cathode material for lithiom batteries because of its high level of perfance. China has a plan to put one mil
electric cars on the road by 2015 and lithilom(Li) batteries are currently the prevailingteay type for portable electronics and electricse
In addition, we are seeing most of our existing paténtial customers expanding their productiohidiatteries. As a result, we will contin
our strategy to increase more of our productionaciyp to the production of LIP. We will also work stabilize our production levels
cobaltosic oxide. However, if the profit margin fmbaltosic oxide continues to decline, we may dietd shift even more production to LIP.

As a result of our efforts to expand our productim sales of LIP, net revenues from the sale Bfihtreased by 16% to $4.44 million
the three months ended February 29, 2012 and piioduncreased by 12% to 230 tons compared todheesperiod in fiscal 2011, while |
revenues from the sale of cobaltosic oxide declime@8% to $6.83 million and production declined28¢6 to 235 tons compared to the s
period in fiscal 2011.

During the nine months ended February 29, 2012 revgtnues from the sale of LIP increased by 29981®.6 million and productic
increased by 27% to 660 tons, while net revenums the sale of cobaltosic oxide declined 26% to.&26illion and production declined
20% to 705 tons compared to the same period ialfd@11.We expect our production of cobaltosic exiol continue to decrease if the pi
margin for cobaltosic oxide continues to declind anr production and sales of LIP to continue toréase.

During the nine months ended February 29, 2012hack six major customers: Henan Huanyu Sai Er Neer@gnTechnology Co., L
(“Huanyu”); CITIC Guoan Mengguli Ltd.; Guangzhou Hongsen Material Céd, LTianjin B&M Science and Technology Ltd.; Dali®ahui
International Trade Co., Ltd.; and Beijing Easpridg., Ltd. In the nine months ended February 29228ales to these customers totaled
of our net revenues. We expect that these custowiktrsontinue to represent a substantial portibar sales in the rest of fiscal year 2(
We are working persistently to increase our custdrase.

The price of raw materials did not have a signifidapact on our financial results during the tha@e nine months ended February 29, 2
The major raw materials used to produce cobalimside are cobalt salt, ferric carbonate and cobaltxalate. The major raw materials t
to produce LIP are ferric phosphate and lithiumboaate. Our cost of the raw materials to produdealtosic oxide did not chan
substantially, and our cost for LIP raw materialspecially ferric phosphate, declined in part dyitime nine months ended February 29, :
because of the increase in production of one okappliers.

Results of Operations
Comparison of Nine Months Ended February 29, 20120tNine Months Ended February 28, 2011
Net Revenue

Net revenue was $33,471,067, compared to $37,783®1the nine months ended February 28, 2011“Comparable Period")a decreas
of $4,282,150 or 11%. One hundred percent (100%hefnet revenue decrease was attributed to aaberia sales of our older prod
cobaltosic oxide. Sales of cobaltosic oxide for nfiree months ended February 29, 2012 totaled 705 and $20,838,404, a decrease of
tons and $7,149,964, or 20% in quantity and 26%oitar value, from 889 tons and $27,988,368 forGoenparable Period, while sales of
for the nine months ended February 29, 2012 tot@f€dtons and $12,632,663, an increase of 142a0d$2,867,814, or 27% in quantity .
29% in dollar value, from 518 tons and $9,764,8%%lie Comparable Period.




Changes in Sales Amount and Volume

Sales Amount ($) Change
Ql- Ql-
Product Q3 of 2012 Q3 of 2011 $ %
Cobaltosic oxide 20,838,40 27,988,36 -7,149,96. -26%
Lithium iron phosphat 12,632,66 9,764,84! 2,867,81 28%
Total 33,471,06 37,753,21 -4,282,15! -11%
Production Volume (Ton) Change
Product Q1-Q3o0f 2012 Q1-Q3 of 2011 Tons %
Cobaltosic oxide 70& 88¢ -184 -20%
Lithium iron phosphat 66C 51¢ 14z 27%
Total 1,36¢ 1,407 -42 -3%

Cost of Revenue

Cost of revenue was $22,120,626, compared to $2838 for the Comparable Period, a decrease o#4$228 or 13%. Cost of rever
decreased primarily due to decreased producti@oledltosic oxide and increased production of LIRicl costs less to produce.

Gross Profit

Gross profit was $11,350,441, a decrease of $19224¢r 8% from $12,385,363 for the Comparable Rer@verall gross margin was 3
compared to 32.8% in the Comparable Period, arase of 1.2%. The gross profit margins for cobaltozide and LIP were 22% and 5:
respectively, compared to 26% and 51%, respectieeglthe ComparablePeriod. The decrease in grasfi prargins for cobaltosic oxide w
primarily attributable to a reduction in the averaglling price of cobaltosic oxide from $31,483 fwm for the Comparable Period to $29,
per ton in the current period. Gross profit mardorsLIP increased approximately 2%, of which apgmmately 0.5% was due to an increas
the average selling price of LIP from $18,855 mer for the Comparable Period to $19,140 per tothéncurrent period; and approxima
1.5% was due to a reduction in the cost of raw riadse

Sales and Marketing Expenses

Sales and marketing expenses totaled $122,663,arexhpo $116,266 for the Comparable Period, arease of $6,397 or 5.5%. The incre
was primarily attributable to an increase in sakpaid to our sales personnel.

General and Administrative Expenses

General and administrative expenses were $1,379¢t808pared to $3,454,394 for the Comparable Pedatkcrease of $2,074,925 or 6
During the nine months ended February 28, 2011Cdmpany recorded a stobased consultancy fee of $1,783,500. No such erpen:
incurred during the nine months ended Februar209?2.

Research and Development Expenses

Research and development expenses were $101,4M@aced to $87,285 for the Comparable Period, arease of $14,185 or 16%. 1
increase was primarily attributable to an incraassalaries and bonuses paid to research and gewelt personnel.

Income from Operations

Income from operations was $9,746,839, an incref$&,019,421 or 11.7%, compared to $8,727,418eiComparable Period. The incre
was primarily attributable to the decrease of $2,975 in general and administrative expenses.




Other Income

Other income was $54,111, compared to other incof82,813 for the Comparable Period, a decreask28f702 or 35%. In Septem!
2010, the Company received a grant from the Dallamicipal Government in the amount of $44,722. Nohsgrants were received dur
the nine months ended February 29, 2012.

Income Taxes

Provisions for income tax expenses were $2,535¢c80%ared to $2,779,817 for the Comparable Periagcaease of $244,508 or 8.8%.
decrease resulted primarily from the decreasedaggprofit and in profit before taxation in the Gmny’s PRC subsidiaries.

The Company was established under the laws oftéite §f Delaware and is subject to U.S. federabrime tax and Delaware annual repor
requirements. No provision for income taxes in ltheéted States has been made as the Company hasomeé taxable in the United Sta
The Company’s PRC subsidiaries expect to use tatined earnings to support their PRC operations.

Foreign Currency Translation Gain

The foreign currency translation gain was $1,713,¥h increase of $16,696 or 0.98% compared to081407 for the Comparable Peri
There was no significant fluctuation in foreign mmcy translation gain.

Net Income

Net income was $7,265,641, an increase of $1,235%220% compared to net income of $6,030,414HerGomparable Period. The incre
in net income resulted primarily from the decreiasgeneral and administrative expenses.

Comparison of Three Months Ended February 29, 201f® Three Months Ended February 28, 2011
Net Revenue

Net revenue was $11,268,804, compared to $13,369@3the three months ended February 28, 2011“Prior Period”) ,a decrease
$2,091,126 or 16%. One hundred percent (100%) efrit revenue decrease was attributable to a decirasales of our older prod
cobaltosic oxide. Sales of cobaltosic oxide forttitee months ended February 29, 2012 totaled @85dnd $6,831,631, a decrease of 69
and $2,700,075, or 23% in quantity and 28% in dolzue, from 304 tons and $9,531,706 for the PHReriod. Sales of LIP for the th
months ended February 29, 2012 totaled 230 tonsbd87,173, an increase of 25 tons and $608,9482% in quantity and 16% in dol
value, from 205 tons and $3,828,224 for the Prinidel.

Changes in Sales Amount and Volume

Sales Amount ($ Change
Product Q3 of 2012 Q3 of 2011 $ %
Cobaltosic oxide 6,831,63. 9,531,701 -2,700,07! -28%
Lithium iron phosphat 4,437,17. 3,828,22. 608,94¢ 16%
Total 11,268,80. 13,359,93 -2,091,12 -16%
Production Volume (Ton Change
Product Q3 of 2012 Q3 of 2011 Tons %
Cobaltosic oxide 23t 304 -69 -23%
Lithium iron phosphat 23C 20t 25 12%
Total 46E 50¢ -44 -8.€%

Cost of Revenue

Cost of revenue was $7,366,419, compared to $8,83For the Prior Period, a decrease of $1,386at686%. Cost of revenue decres
primarily due to decreased production of cobaltasicle and increased production of LIP, which ctess to produce.




Gross Profit

Gross profit was $3,902,385 a decrease of $704HB8635.2% from $4,606,748 for the Prior Period. @layross margin was 34.6% compe
to 34.5% in the Prior Period. The gross profit ntasdgor cobaltosic oxide and LIP were 22% and 54éspectively compared to 26% ¢
55%, respectively for the Prior Period. Althougk tiross margin for cobaltosic oxide decreased byth&oproduction volume of cobalto
oxide also decreased and the volume of higher mamgiduct LIP increased. Thus, we were still ablentintain the overall gross margin.
decrease in gross profit margins for cobaltosicexvas primarily attributable to a reduction in theerage selling price of cobaltosic o>
from $31,354 per ton for the three months endedugedp 28, 2011 to $29,071 per ton for the three tended February 29, 2012. Tt
were no significant fluctuations in gross profitngias for LIP for the three months ended Febru&y2012 compared with the three mol
ended February 28, 2011.

Sales and Marketing Expenses

Sales and marketing expenses totaled $41,624, cethpa $47,493 for the Prior Period, a decreas850869 or 12%. The decrease
primarily attributable to stricter cost controlstie Company’s PRC subsidiaries.

General and Administrative Expenses

General and administrative expenses were $529da@bpared to $858,580 for the Prior Period, a deered $329,575 or 38%. The decre
was mainly due to: i) a reduction in stoolised compensation to $67,500 for this period, ewethto $280,625 for the Prior Period; ii)
land and property tax was $118,383 for the priongarable period, while none occurred in this period

Research and Development Expenses

Research and development expenses were $33,79paoeunto $33,838 for the comparable period, a dseref $40 or 0.11%. There was
significant fluctuation in research and developmegienses.

Income from Operations

Income from operations was $3,297,958, a decrefadb868,879 or 10%, compared to $3,666,837 for tiragarable period. The decrease
due to the decrease in gross profit in the CommaRiRC subsidiaries.

Other Income

Other income was $20,550, compared to $14,531Hercomparable period, an increase of $6,019 or 4ll8. increase was due to
increase in interest income.

Income Taxes

Provisions for income tax expenses were $869,7@&%eoed to $1,021,688 for the comparable perioce@edse of $151,923 or 15%. °
decrease resulted primarily from the decreasedaggprofit and in profit before taxation in the Gmny’s PRC subsidiaries.

The Company was established under the laws of tdite 8f Delaware and is subject to U.S. federadiime tax and Delaware annual repor
requirements. No provision for income taxes in theted States has been made as the Company hasaomeé taxable in the United Sta
The Company’s PRC subsidiaries expect to use tetimed earnings to support their PRC operations.

Foreign Currency Translation Gain

The foreign currency translation gain was $678,626jncrease of $27,779 or 4% compared to $650i@4the same period in 2011. 1
increase resulted from the devaluation of US dallaiing the three months ended February 29, 20h2.RMB: US$1 exchange rates a
February 29, 2012 and February 28, 2011 were 6.80d3%.5830, respectively, while the average RMB$U exchange rates for nine mol
ended on February 29, 2012 and February 28, 2014 /8910 and 6.7079, respectively.




Net Income

Net income was $2,448,743, a decrease of $210,08%ocompared to $ 2,659,680 for the comparablegemhe decrease in net inca
resulted primarily from the decrease in gross paoid in profit before taxation in the Company’'s@8ubsidiaries.

Liquidity and Capital Resources

Cash and Cash Equivalents

Our cash and cash equivalents were $21,810,3%& ddetginning of the nine months ended Februar@®2 and increased to $27,796,2¢
the end of the nine months ended February 29, 21 crease of $5,985,844 or 27%. This increaseesents the combined effects of ¢
generated from operating activities in the totabant of $7,997,816 plus the effect of exchange chtnges of $738,592 offset by cash 1
in investing activities in the total amount of $207564.

As of February 29, 2012, the majority of our castsweld in RMB denominated bank deposits in a siRfRC financial institution.
Our decision to maintain high cash reserves is ipdiased upon (1) the projected need for new matwufamg equipment for LIP producti
in fiscal 2012 estimated to be approximately $7milion, and (2) the projected purchase of new R&BQuipment in the amount

approximately $3 million in the rest of calendaay2012.

Capital expenditures have historically been necgsgaexpand the production capacity of our mantfidcg operations. Our prospect
increase in both production lines and R&D is priityadue to the projected increased demand of omcjal product lithium iron phosphate.

Net Cash Provided by Operating Activiti

Net cash provided by our operating activities wa®9$7,816, an increase of $1,381,499 or 21% cordparé6,616,317 in the compara
period in 2011. The increase was primarily att@lleg to the increase of about $1 million in acceypayable in this period, incurred in
purchase of raw materials.

Net Cash Used in Investing Activiti

Net cash used in investing activities was $2,750,56 the nine months ended February 29, 2012. Cbhmpany purchased additio
equipment in the amount of $165,683 and expendeslB8B81 to convert the two remaining lithium cab@tide production lines to tl
production of LIP.

Net cash used in financing activiti

There was no net cash generated or used for fingragitivities for the nine months ended February2292.

Income Taxes

Cash paid for income tax expense was $2,548,56thé&nine months ended February 29, 2012, compar§d,742,036 for the nine mon
ended February 28, 2011, a decrease of $1,193/432%. The decrease was primarily due to the deer@agross profit and profit bef
taxation in the Company’s PRC subsidiaries.

Inflation

We believe that inflation has not had a materiadignificant impact on our revenue or our resuftsferations.

General

We believe that we currently have sufficient incogemerated from our operations to meet our opeyatimd/or capital needs. However,
will continue to evaluate various sources of cdpitameet our growth needs. Such sources may iectigbt financing, issuance of eq

securities and entrance into some financing arraegés. There can be no assurance, however, thabfathye financing arrangeme
described herein will be available and, if avaiglgian be obtained on terms favorable to us.




Contractual Obligations and Commitments

We are committed under several nzamcelable operating lease agreements, with terons five to ten years, due through July 25, 2
Annual lease payments are $17,440 over the nesé thears, $15,062 for the fourth year, $12,684Herfifth year and $42,279 for peric
thereafter. We have a minimum rental payment obbgaotaling $122,345.

Employment Contracts Commitment

Under the employment agreements dated NovembeR@H), the Company is committed to grant Mr. GuoghEn, the Chief Executi
Officer up to an aggregate amount of 450,000 shafése Company common stock. The Company agreed to issue 15@/68&s of il
common stock to him on each of December 31, 20@012and 2012, each, an award date, subject toomisnuous service on each aw
date.

Under the employment agreements dated Novembe2(ll®), the Company is also committed to grant Maig¥in Liu, the Chief Financi
Officer up to an aggregate amount of 300,000 shafése Company common stock. The Company agreed to issue 10G/6@&s of il
common stock to her on each of December 31, 200D1,2and 2012, each, an award date, subject tadrginuous service on each aw
date.

As of February 29, 2012, the Company issued aneggde 500,000 shares of common stock under thep®yment agreements anc
committed to issue the remaining 250,000 sharés ebmmon stock to the executive officers in teatrtwelve months.

Critical Accounting Policies
Revenue recognition

In accordance with the ASC Topic 605, “Revenue Ratmn,” we recognize revenue when the following four reeewtiteria are me
persuasive evidence of an arrangement exists,algllvas occurred, the selling price is fixed ored®inable, and collectability is reasone
assured.

Revenue is recognized when products are delivaremlistomers. Provisions for discounts and rebatesustomers, estimated returns
allowances, and other adjustments are provideihftire same period the related sales are recohdéustances where products are config
to customer requirements, revenue is recorded tippauccessful completion of our final test procedwand the customer’s acceptance.

Our subsidiary, DLXY is subject to valued-added t&%AT") which is levied on the majority of the productsiifXY at the rate of 17% c
the invoiced value of sales sold in the PeapRepublic of China. Output VAT is borne by custosne addition to the invoiced value of st
and input VAT is borne by us in addition to thedoed value of purchases to the extent not refurfidieeixport sales.

Accounts receivables and allowance for doubtful actints

Accounts receivable are recorded at the invoiceduarnand do not bear interest. We extend unseareslit to our customers in the ordin
course of business, but mitigate the associatéd by performing credit checks and actively purguirast due accounts. An allowance
doubtful accounts is established and determinedchas management'assessment of known requirements, aging of raks, payme
history, the customers’ current credit worthineisd the economic environment.

Foreign currencies translation

Transactions denominated in currencies other thanfunctional currency are translated into the fian@l currency at the exchange ri
prevailing at the dates of the transaction. Monetassets and liabilities denominated in currenoigger than the functional currency
translated into the functional currency using tpelizable exchange rates at the balance sheet. ddtesresulting exchange differences
recorded in the condensed consolidated statemegesations.




The reporting currency of the Company is the Unialtes Dollar ("US$"). The Company's subsidiaiethe PRC maintain their books ¢
records in their local currency, Renminbi Yuan ("BWN| which is the functional currency, being thanpary currency of the econon
environment in which these entities operate.

In general, for consolidation purposes, assetdiahfiities of its subsidiaries whose functionar@ncy is not the US$ are translated into

in accordance with ASC Topic 830-30, “TranslatidrFmancial Statement,ising the exchange rate on the balance sheetRietenues ar
expenses are translated at average rates prevdilimgg the period. The gains and losses resuftimg translation of financial statements
foreign subsidiaries are recorded as a separatpament of accumulated other comprehensive incontlermihe statement of stockholders
equity.

New Financial Accounting Pronouncements

The Company has reviewed all recently issued, btityat effective, accounting pronouncements and amé believe the future adoptior
any such pronouncements maybe expected to cauatea@ahimpact on its financial condition or theué of its operation.

Item 3. Quantitative and Qualitative Disclosures Alout Market Risk.
Not applicable

Item 4. Controls and Procedures.

Evaluation of Our Disclosure Controls

As of the end of the period covered by this Qurt®eport on Form 10-Q (the “Evaluation Datedyr principal executive officer a
principal financial officer have evaluated the effeeness of our disclosure controls and procedasedefined in Rules 13a-15(e) and 15d-15
(e) under the Securities Exchange Act of 1934 nasraled

The purpose of this evaluation is to determinadf,of the Evaluation Date, our disclosure contanld procedures are effective such tha
information required to be disclosed in our SEGorep(i) is recorded, processed, summarized anattegh within the time periods specifiec
SEC rules and forms, and (ii) is accumulated amdnaanicated to our management, including our Chiefdadtive Officer and Chief Financ
Officer, as appropriate to allow timely decisiorgarding required disclosure.

Based on this evaluation, our Chief Executive @iffiand Chief Financial Officer concluded that, &she Evaluation Date, our disclos
controls and procedures were effective.

Changes in Internal Control over Financial Reportirg

There have been no changes in our internal contrnads financial reporting during the quarter enéedruary 29, 2012, that have materi
affected, or are reasonably likely to materiallfeaf, our internal controls over financial repogtin

Limitations on the Effectiveness of Disclosure Combls and Procedures

Our management, including the CEO and CFO, doeexmect that our Disclosure Controls will prevetitesror and all fraud. A contr
system, no matter how well conceived and operatad,provide only reasonable, not absolute, assertrat the objectives of the con
system are met. Further, the design of a contstesy must reflect the fact that there are resocwostraints, and the benefits of controls r
be considered relative to their costs. Becauséeirtherent limitations in all control systems, exaluation of controls can provide abso
assurance that all control issues and instancéswad, if any, within the company have been detbcldese inherent limitations include
realities that judgments in decisiomaking can be faulty, and that breakdowns can deeocause of simple error or mistake. The desigmg
system of controls also is based in part upon iceasssumptions about the likelihood of future egeand there can be no assurance the
design will succeed in achieving its stated goaldeu all potential future conditions.




PART Il - OTHER INFORMATION
Item 1. Legal Proceedings.
We know of no material legal proceeding pendingragais.
Item 1A.  Risk Factors.

Henan Huanyu Sai Er New Energy Technology Co., (tduanyu”) and Advanced Battery Technologies IH&BAT") were two of our

main customers during the 2011 Calendar year. Quulg agreements with these two customers expirétkaend of 2011. Although these
customers continue to purchase products from usloveot have long-term supply agreements with tikeseomers and we cannot guarantee
that these or any of our other customers will rastoel existing orders or continue to purchase prisdistom us in the future. The loss of these
customers or any of our other major customersngrsabstantial reduction in sales to any of thesgamers, could have a material adverse
effect on our business, financial condition andiltssof operations.

Item 2. Unregistered Sales of Equity Secties and Use of Proceeds.
None.

Item 3. Defaults Upon Senior Securities.

None.

Item 4. Mine Safety Disclosures.

Not applicable
Item 5. Other Information.
None.

Iltem 6. Exhibits.

EXHIBIT INDEX
Exhibit No. Title of Document
31.1 Certification of the Principal Executive Officeriguant to Section 302 of the Sarbe-Oxley Act of 2002
31.2 Certification of the Principal Financial Officer ppuant to Section 302 of the Sarbe-Oxley Act of 2002
32.1 Certification of the Principal Executive @#r pursuant to U.S.C. Section 1350 as adoptesuput to Section 906 of the
Sarbane-Oxley Act of 2002
32.2 Certification of the Principal Financial @#r pursuant to U.S.C. Section 1350 as adoptesbpat to Section 906 of the

Sarbane-Oxley Act of 2002
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causeddiport to be signed on its behalf by
undersigned, thereunto duly authorized.

CHINA SUN GROUP HIGH -TECH CO.

Date: April 13, 2012 By: /s/ Guosheng F
Name: Guosheng F
Title: Chief Executive Office
(Principle Executive Officer

Date: April 13, 2012 By: /s/ Ming Fen Liu
Name: Ming Fen Lit
Title: Chief Financial Office
(Principle Executive Officer
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Certification of Principal Executive Officer
Pursuant to Section 302 of the Sarbanes-Oxley Acf 2002
and Securities and Exchange Commission Release 38427

I, Guosheng Fu certify that:
1. | have reviewed this report on Form 10-Q forgoearter ended February 29, 2012 of China Sun GHigp-Tech Co.;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or énéttate a material fact necessary
to make the statements made, in light of the cistarmces under which such statements were madmisleding with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintainiisglosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Hd)) and internal control over financial repogti(as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant andénav

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedaotee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us by others
within those entities, particularly during the metin which this report is being prepared,;

(b) Designed such internal control over financégarting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assuramgading the reliability of financial reporting attte preparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presenteisi report our conclusions about
the effectiveness of the disclosure controls andgatures, as of the end of the period coveredibydport based on such evaluation; and

(d) Disclosed in this report any change in thesegnt's internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fotigbal quarter in the case of an annual repog) tlas materially affected, or is reasonably
likely to materially affect, the registrant’s intedl control over financial reporting; and

5. The registrant’s other certifying officer(s) antave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the regigteaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@mifiole in the registrant’s
internal control over financial reporting.

Date: April 13, 2012

/sl Guosheng F
Guosheng Fu, Principal Executive Offic




Certification of Principal Financial Officer
Pursuant to Section 302 of the Sarbanes-Oxley Acf 2002
and Securities and Exchange Commission Release 38427

I, Ming Fen Liu, certify that:
1. | have reviewed this report on Form 10-Q fordoearter ended February 29, 2012 of China Sun GHigp-Tech Co.;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or énéttate a material fact necessary
to make the statements made, in light of the cistarmces under which such statements were madmisleding with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintainiisglosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Hd)) and internal control over financial repogti(as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant andénav

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedaotee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us by others
within those entities, particularly during the metin which this report is being prepared,;

(b) Designed such internal control over financégarting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assuramgading the reliability of financial reporting attte preparation of financial statements for
external purposes in accordance with generallygiedeaccounting principles;

(c) Evaluated the effectiveness of the registragisslosure controls and procedures and presenteisi report our conclusions about
the effectiveness of the disclosure controls andgatures, as of the end of the period coveredibydport based on such evaluation; and

(d) Disclosed in this report any change in thesegnt's internal control over financial reportitigat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fotigbal quarter in the case of an annual repog) tlas materially affected, or is reasonably
likely to materially affect, the registrant’s intedl control over financial reporting; and

5. The registrant’s other certifying officer(s) antave disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the regigteaability to record, process, summarize and refioancial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@mifiole in the registrant’s
internal control over financial reporting.

Date: April 13, 2012

/sl Ming Fen Liu
Ming Fen Liu, Principal Financial ar
Accounting Officer




CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report of ChinaS&roup High-Tech Co. (the "Company") on Form 1@e€the quarter ended February
29, 2012 as filed with the Securities and ExchaBgemission on the date hereof (the "Report"), logheng Fu, Chief Executive Officer of
the Company, certify, pursuant to 18 U.S.C. ss0135 adopted pursuant to ss. 906 of the Sarbaxieg-8ct of 2002, that to my knowledge:
(1) The Report fully complies with the requireneaof section 13(a) or 15(d) of the Securities ExgjeaAct of 1934; and

(2) The information contained in the Report faphgsents, in all material respects, the finaraaldition and results of operations of the
Company.

Date: April 13, 2012

/sl Guosheng F
Guosheng Fu, Principal Executive Offic




CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of ChinaS&roup High-Tech Co. (the "Company") on Form 1@e€the quarter ended February
29, 2012 as filed with the Securities and Excha@gmmission on the date hereof (the "Report"), Ind/liFen Liu, Chief Financial Officer of
the Company, certify, pursuant to 18 U.S.C. ss0135 adopted pursuant to ss. 906 of the Sarbaxieg-8ct of 2002, that to my knowledge:

(1) The Report fully complies with the requireneaof section 13(a) or 15(d) of the Securities ExgjeaAct of 1934; and

(2) The information contained in the Report faphgsents, in all material respects, the finaraaldition and results of operations of the
Company.

Date: April 13, 2012
/sl Ming Fen Liu

Ming Fen Liu, Principal Financial ar
Accounting Officer




