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REPORT SUMMARY

Solar Power Markets: Prepare for Impact provides detailed and critical PV
market information to help solar power companies develop diversified,
defensible market strategies before the approaching market saturation. This
detailed review of solar power markets has three key themes:

[T Backdrop: Industry value moving downstream due to risk of saturation
eclipsing key end-customer markets. First, the backdrop of this report shows
value within the solar power supply chain is moving downstream toward the
installer and customer. The rooftops on the left side of the cover image
represent the opportunity for PV companies to capture value by becoming
providers of PV systems and electricity. However, as the PV sector grows and
diversifies downstream in the coming years, the risk certain large PV markets
will saturate will grow with it. The eclipse on the right side of the cover
represents the risk of saturation in a key PV market leading to significant
inventory build, a manufacturer price crash and a manufacturer profit margin
collapse. These themes were a central part of our annual solar sector report,

Solar Power Markets: Solar Annual 2009: Total Eclipse, and are a backdrop for this report.

Prepare for Impact

[ | Foreground: Crash of the German PV market. Second, the most important
risk facing the solar power sector is saturation of the German PV market,
represented by the crashing plane on our cover. Our baseline scenario is for
Germany to increase its installed base of PV from 6GW at the end of 2008 to
10GW by the end of 2009, 19GW by the end of 2010, 33GW by the end of 2011
and 53GW by the end of 2012. This rapid ascent of PV installation growth in
Germany will drive increasing resistance from traditional power companies,
regulators, policy-makers and electricity rate-payers and lead to a cap on new
installations in Germany by 2013.

[Tl Action plan: Parachute to PV markets. Third, the implication of potential
saturation of the German PV market is that downstream PV companies should
seek to diversify across a broad set of potential end-customer channels,
represented on the cover by the parachutes. This approach should help
companies mitigate the risk of a potential German market crash while achieving
strong growth in markets with more reliable pricing.

Our cover captures these three themes with the rooftops and eclipse in the
background, the Germany PV market plane crashing in the foreground and
parachutes moving toward a broad set of PV markets. The title of this report,
Prepare for Impact, emphasizes both the potential negative impact of relying
heavily on Germany and the potential positive impact of diversification across
geographic markets. This report takes a close look at the geographic markets that
offer the greatest potential for downstream installation growth in the coming five
years: Belgium, Bulgaria, California, China, Czech Republic, France, Germany,
Greece, India, Italy, Japan, RONA and Spain.
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Solar Power Markets: Prepare for Impact features:

7 In-depth, 30 page profiles of the thirteen most important
markets for global PV demand

[ Each market profile provides:

e Historical and five year forward installation volume estimates

e Historical and five year forward wholesale module, non-module
and system price estimates

e 4Q09 wholesale module and system prices

e 2009 year-to-date market-specific project announcements

e PHOTON Consulting’s market-specific policy assumptions and
projections

e Key local downstream players and financiers

e Key market-specific price-setting mechanism estimates for 2010

¢ Key market-specific volume-setting mechanism estimates for 2010

e Five year forward levelized net system price vs. local grid price
comparison

e Market-specific PV system present value relative to other major
global markets

e Average unlevered, pre-tax system IRR

e Five year forward market-specific revenue pool

e Saturation risk estimate

e Solar as a % of market-specific electricity consumption

e Market attractiveness comparison

Global demand curve: 2010
($/W and MW/year)
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Source: PHOTON Consulting, LLC. Note: All data are rough estimates.
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