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REPORT OF THE AUDITORS ON THE CONSOLIDATED ANNUAL ACCOUNTS

To the shareholders of Solaria Energia y Medio Ambiente, S.A.

Wo have audited the consclidated annual accounts of Solaria Energla v Medio Ambients, S.A.
{Parent Company) and subsidiaries {the Grolp}, consisting of the consolidated batance sheet at 31 !
Bocember 2008, the consolidated income stefement, the consolidated statement of recognised
income and expense, the consolidated cash flow statement and the notes 1o he consolidated
annual aceounis for the year then ended, fhe preparation of which is the responsibility of the
Directors of the Parent Company. Qur responsibility is 1o express an opinien on the consclidated
annual accounts taken as a whols, based on the work carried out in accordance with audiling
standards gunerally accepted In Spain, which require the examination, on a test basis, of ovidence
supporting the consolidaled annuat accounts and an evaluation of thelr overall presentation, the
accounting principles applied and the estimatss made. -

As mentioned i Mote 2.1 o the accompanying consolidated annual accounts, as 2008 is the firs!
year in which conselidated annuat accounts have been drawn up, the Parent Company's Directors
have presented, for comparative purposos only, for each ilem in the consolidated bafance shest,
consolidated icome statement, consolidated statemeni of recognised income and SXPENSE,
consolidated cash flow statement and notes to the consolidated annual accounts, the
correspanding amaunts for the previous year obtained from the Parent Company's individua
finaneizt statements drawn up under internationat financial reporting standards adopled by the
European Union as wedt as the amounts for 2008. Our opinion refers solely to the 2008
sonsalidated annual accounts, On 11 March 2008 we issued our audit report on the 2007 individual
financial statements, in which we expressed an unquafified opinic.

As menlioned in Mote 27 to the accompanying consolidated annual accounts, on 21 Janirary 2009
Solaria Energia y Medio Ambiante, S.A, executed in a public deed the purchase and saie of the solar
shargy park located in Athama (Murcia), The conlract was signed with the Fofowatio Group and
covered the sale of shareholdings in the subsidiary nemed Alhama Sotar, 8.5, and the construction
of the solar energy plant at the same location. A maintenance conlract for the plant with term of five
years was also concludad. The operation amounied to approximately €48 mittion, which was
coliected in full on he above date.

i our opinion, the accompanying censolidated financiat statements for 2008 present faifely, in all
maletiat respects, the financial position of Sofaria Enargia y Medio Ambisnte, S.A. and ils
subsidiaries at 31 December 2008 and the consofidated results of thelr operations, changes in
consalidated recognised income and expense and consolidated cash fiows for e year then ended
and contain all the information necessary for their interpretation and comprehenslon in accordance
with Infernational Financial Reporling Standards adaptad by the European Union which are
congistent with those applied in the previous year.

The accompanying consolidated Directors’ Report for 2008 contains the information that the Perent
Company's Direclors consider relevant to the Group's position, the develnpment of its business and
vther matters and does not form an integral part of the consolidated annual accounts. We have
verified that the financial information contained in the aforerentioned Directors’ Report coincides
with that of the financial statements for 2608, Our work as auditors Is fimited to checking the
Directors’ Repart within the scope already mentioned in this paragraph and it does not include a
review of information other than that obtatned from the accounting records of Solaria Energla vy
Wedic Ambiente, S.A. and subsidiary companies.

PricewaterhouseCoopers Auditares, S.L.

Qriginat signed by inaki Goiriena Basualdu
Partner
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SOLAREA GTIROTE
CONSOLIDATED BALANCE SHEETS
(Thousand curo}

At 31 December

MNole 2% 2087
ARSETR
Now-eurrent asscis
Peoperly, plant and equipmenl & 70,455 32,743
Infangihle assats 7 i% %)
Financial assets avaiiable for sale and other fnancial
assefs 8 34 34
Preterred tax assets i E3.471 3,089
83,622 38,483
Curreni assels
Tnventmies i 183,618 14,786
Trado amd other veecivables i 681,718 147,390
Loans to refated companies g 42 244 30,612
UVinancial assets available for sake and other fnanciyl
assels 5 - 505
Derivative financial instnnnents i - 13
Curren! tax assets 18 7603 9
Cash and eash equivalents 12 1,142 53,163
305,325 366,503
Tatal assets 388,047 404,984




SOLARA GROLUT

CONSOLIDATED BALANCE SHEETS
(Thousand euara)

At 3 December
) Maote 2408 2007
EQUITY
Capital and reserves ativibolabte 1o Company
sharcholders 13
Ruyuity 1,011 1,011
Share premium 213,580 213,586
TReserves 44 742 3,280
Frogsury shargs {8.510) -
Restatetnemnt resctyves £S090 (5080
Reseeves in companies consolidsed wsing the
causobidation metitod I3 -
Probitd foss) for Ehe year {21 2632% 48,400
Tatal eqgaity 233,581 261,190
FAARELITIES
Mox-current dabiHiics
Barnk bormowines i3 E3,017 id4,58¢
Financs leases 5] §0,357 -
Deferred revenues 14 4 862 4,870
Dreferred tax lahilities 13 03 1,171
35,220 20,622
Carrent liabilities
Bank Borrowings 3] 63,704 43,216
Trade and other payables 1.3 34,174 55,894
Other curend Hahililics 2 -
Uelerred revennes td - 59
Derivative financial instruments 7 1,257 8,245
Comrerd fsx Habiblics 3] - 15,650
[[9.537 123,165
Total Yiabilities 155,866 143,788
Tofal canity and liabilities 3BR. 547 404,984

o

Wates { threugh 27 forma an integral part of the consolidated annuaf sceeunts.

The Hpuwees refaling to 2007 origtoate frore the adiled individast Onuncist statements peepered by Sofaria Enerpia y
Medio Ambicnte, 8.A. while the figures for 2008 relate ko 1ke consolidated annual accounts foe Solazis Orowg, Bt both
cases prepared in accardance with the provisions established by Internaiionat Finencial Reporling Standards adopted by
the Boropean koo (IFRS BEUY oy @5 deseribed in Mole 2,5,
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SOLARIA GROUT
CONSOLIDATED INCOME STATEMENTS (Fhousand curos)
Year cuded 31 December

Mote 2003 2007
Sales 11 114,118 H5,209
Other revenues 1t 2241 -
Sales reluros it 5,433} -
Clhanges m invenlories of lieished products and worl
i progress £ 153,646 -
Dgfored revenues transferred to the ncome statement id a7 4
{Iporaling grants 3 12
Uther revenues o 8
Counsumpiion of raw and ofher consmnable materials: §9{k) {243 014} 9% 757}
Exicrmal cxpeanses - TENLEEY)
Porsonnel costs 1%} {15.935) (£,1F5)
Amortization/depreciation capunse & ot 7 (ET2R (BT
Exfernal seryice expense 1940 {7047} {3,125}
Change in provisions 160 and £ (23,676 -
et loss on the disposal of noo-current assets 1%{e} - 3
Opcrating profit {26,655) TLUTS
Finance expense 19¢1) (142981 L3,
Financial itcome 19{f; i, 24 4424
Prafit befure income lax L300554) 71,551
Cogpormte noome kx 18 9596 23,151}
Profitf(ioss) for he year £21.461) AR A
Earuings per shave for profit sttrthulable o Company
shareholders daring the year {exprossed in curos por
share)
- Basic and dituted 2k {6213} (R0 ;

Nedes | iheongh 27 forn an integral part of fhe consolidaicd anaual socotnls,

‘The Frmres seluting 6o 2007 osigizate from e amdited individuad financial slelements prepirsd by Solarta Tuergia v Medie Anbicnte,
&4, wiile he fguses Sor 2908 rokate to the consodideled aanoued accoanls for Selaria Group, 0 bedh cases prepased i ascordanee with
e provisions csiablished By Ealemationa Finaceizl Repocting Stepdards adopted by the Eorepean Linjan 1FRS KL as s deveribed in
Mate 2.1,
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CONSOLIDATED STATEMENTS OF CASI FLOWS (Thawsand curgs)

W

Solaris

...... Mote 2408 2007
Cash fEows (rom perafisge acliviles:
Cosly used ia epeeations Xl £104.360) (G7.257)
Iaterest patd [t1.B88) (2,05
Corporabs mecse @ piid 2284 (5. 400
ek cash geseel fr opecsiong (E35,872% {7,262}
Cash flows from investing selivilies:
Acguisilion of propely, plant and equipmend (2,629 £26,060F)
Income feam Ehe disposal of propety, plast and couipraent Ly - 77
Acguzsifion ol btangible assels (23 (12}
B posies £33} (522}
Tigitdeawat of gcposits FIRS AL
Repiayrnent of foans grantod bo relkled paclies - a0
Brrlerest recoived 5272 378
Mei cash used b invesfing activities {13.427) {20,04%)
sk flows from Ningrcing activilies:
tacome (kam te iesue of ovdinary shares - 210240
Bividends paid - {2,400}
Parclizses of troasory shares £ 14, 5003 -
[n#crest om hank laaos aesd oveidratts - 342032
Repuymednl of bask Joanus and overdrufis {890 {73
Mek Fncote ool ciclf acconets gt eredit ieslilutions 14,213 580
Crants eecelved 3806 -
Kepaymment o Bvoce loases ST N N ) 1
Wel cash graerated from Bnacity activities 6778 245845
pirt inercusef{Gecrense) in cash and cash coguivabes (1430213 L44535
Cash and cash eouivaleels ol de slat of the year F5d 00 4328
Cash and cash cquivalents at Ihe end of the year 12 10,142 153.163

Year getded 31 December

Woles 1 throngh 27 Form an il el part of e consoliduled enneel accomiss,

Ve Tipares rebatig, to 2007 orfginde Fam e awdited individuat tinancial statements prepured by Sotaria Enecgla y hicdio Asslicnte,
8.4 whtite the fizpres for 2008 retule to the consolidated annual reeonnts For Sularea Orowp, fx bath casces prepaced in atcordrnee with
the provisiony eslehlisked by Inteenational Financicl Repueling Standards adopied by the Evropean Usine (ERS FEH) ws i described i

Mg 1A,




GRUPD SOLARIA Solaria

NOTES TD THE CONSOLIDATED ANNUAL ACCOUNES
OF GRUPO SOLARIA FOR 2008
{Thousand eura}

1. General information

Solaria Eneigiv vy Medio Ambienfe, S.A. was incomporated on 27 November 2002, On 28 April
2008, SOLARIA moved its domicile o Madeid, CF Veldauee, 47.

Iis corposate purpose priscipaity consists of

Inatallation and sopair of solar, thermal, pholovollafe and wind cocorpy plants, as well as any
ather type of renewable energy.

Installalion and repair of plutbing, #as, cleckoicity, heating snd ay conditGonine,

- Porformanes and execution of technical projects relating Lo the above points.

- Maintenance and repalr servives relafing to works carried out sither by the Company or by
third parties,

Manufackue of modules, cells and components for salar, thermal, wind and other rencwable
CEECTRY SOUFCCS,

L

In 2008 Solaris Epergia vy Moediv Ambienle, SA. (hereinafier SOLAKIA or the Group)
incovporafed or scquired several subsidiaries and at the end of 2008 S0 ARIA forms & group of 34
subsidiaries, il of which opetate photovoltaic solar fanms in Spain, as fisted in Appendix | to thess
consolidaiod antual accounts,

On 21 March 2007 SOLABIA {ilcd an apphication with the Madid Mercantile Registty to
transform the Company from a private limited Habitify company to a public lmited Hubility
company, it accordance with the Resclotion approved by the Universal Meeting held by
Sharcholders of Sotaria Tnerala vy Medio Ambiente, 5.1, on | Jatmary 20607,

O 20 March 2007, the Mercandile REoglstear appolsled ae independent exper! 1o prepwre o vepord on
SOLARIA s non-mionetary equity, A favorable veport was issucd on 10 May 2007,

SOT.ARTA bepan the expansion of its zetivities in 2605 by huiiding a ptant to produce pholovoktaic
and thermal wmodubes o the land it owns in Puertollano (Ciudad Reaf). The constroction of the
pholovoliaic madule production ling was compleled in the frsl quacter of 2006, the me as fom
which SOLARIA commenced production for use in the following lines of busingss:

a)  Photovoltaic modales for sale to thivd parties.
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b}  Photovolizic modules for use in furakey projects consisting of the design, planning and
execulion of photovoltaic solar enerpy planls fwough agreements covering the construction,
tnstatiation and fmmch of photovoltaic solar plents. SOLARIA assumes responsibitity for al
stages of the process, from obtaining administeative pormits to the taunch of the operation.

Ia zddition, during the fina! quarter of 2006, SOLARIA started to design, produce and install
thermal solar modules in buildings.

During the first guarter of 2007 SOLARIA began to constract a plant to produce photovoltaie celis
and the first produclion line began operation during the Gnal quarter of 2088,

In crder to finence the aforcmentioned investments, SOLARIA issued a Public Share Offering
{800 thal caded an 19 June 2007 as ts deseribed in Note 13,

In 2008 Solaria started to promote and develop pholovoliaie solar plants for subsequent
sale to third partics.

Continuing with iis growth plans, on 28 march 2608 SOLARTA signed a reat eslate fnapce loase
with Baien Popular covering the purchase of tend and imstallsons located in Feenmayor (La
Rigia} for the masufacture of photoveltaic modules. The adaptation of the new faclory and the
assnciated production lines ended in mid-2048, and modules began to be produced i Augnst 26038,

All of SOLARIA's shares are listed on the fowr ofticial stock markets i Spain and on fhe
confimumis markef since 19 June 20607,

2, Basis of presentation and accounting policics

The wain accoumting policics used when preparing these consolidated annual accownts are
described beiow.

2.1 Tasis of prescodrtion
SOTARIA’s consolidaied annual accounts for 2008 huve been prepared in accordance with the

provisions of Inlernationat Financiaf Reporting Slandards adopted by the EU (IFRS EJ), in
sceardance with CB Repobalion 1606/2002 issued by the Ewopesn Parllament and Council.
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The consolidated annual accounts reflect a true and fair view of consolidaicd equity and the
consofidated Fnancial position of SOLARIA at 31 December 2008, the consolidated resulis of its
operations, clumges in consolidated slalement of recopnized revenues and expenses and
consolidated cash flows recorded by SOLARIA during the year then ended. ‘The consolidated
antia! acconnts have been prepared on a bistorical cost basis, modified in those cases stipulated by
tie 1FRS-ET rules, under which cerlain asscts and Habilities are stated at their fair value.

"The consolidated annual accounts for SOLARIA for the year coded 31 Decamber 2008 have been
prepared hased on the accounting records mainlained by Solaria Enevgla y Mcdio Ambiente, S.A.
and other companics forming part of {he Group. Hach company prepares its anmual accowsls i
accordance with the accounting principles in effect. Therefore the consobidated anmwal aecounts
include certain adjustments and recksssifications made to bring the accounting principles foluwed
when preparing the anneal aceonnts into tne with IFRS-EU. Similarly, the accounting policies of
the consolidated companics are chamged when it is necessary to ¢nswre consistency with the
accoumnting policies adopied by SOLARIA.

Ciiven thal 2008 is the first in which a group of companies cxists, the Group also propares
consolidated armual accounts tor the first tme. The Dircetors have mcluded the amounts relating to
the year ended 31 Deeember 2007 for the purposes of comparison. These figures have been
oblained {Fom the 2007 individoal financial statements for Solariz Energin y Medio Ambiomio, 5.A.
propared in accordinee with IFRS-EU and approved by Directors on 7 March 2008 and filed with
the CNMV together with the relevant audit report.

Given the lillle impeortance of transactions and balances relaling fo group subsidiaries al 31
Decentber 2008, the bakners for 2048 are comparable Lo the figures for 2007,

‘The pulicies described below have been applied consisienily to all the years presenied at the
individual and consolidated level,

The [fgeres set out in the consolidated anmusl accounts are stated in thousand owras, untess
ntherwvise noted.

The preparation of consolidated anmual sccounts under IFRS-EU requires the use of certain critical
accounting cstimates, They also require that SOLARIA's Management apply its judgmen lo the
process of implementing accounting policies. Note 4 discloses the aveas thal require a higher level
of judgment or entail preater complexity, and the areas where assumptions and estimales are
stpmificant for the consolidaled annuat accounts.

10
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hrterprefotions thet enter futo force in 2008 but whose application does naf fiave any effect

on the financial stafemenis prepared by SOLARLL.

The following interprelations are mandatory for the years commencing gs from b January 2008,
although they have not effect on SOLARIA™s operations:

b

¢}

IERTC 14, IAS 19 — Defined Benefit Assets and Minimum Funding Requiremaonts”

Stamderds, amendments ond iferpretotions that enter fife force in 2008 bui whose
appication does noi five any effect on the Growp's accounls.

148 39 . (Revised) “Financial Instruments: Recogaition and measurctient™ and IFRS
7 (Amendment} “Financial Instruments: Disclosures™ Reclassification of [inancial
intstrimetnts.

IFRIC 12 “Service Concession Ammapgements”, which is mandatery for the years starting
as from | Jamuary 2008, does not have any effoet on the Group's operations. At the date
these acoomits were prepared the Buropcan Union had not adopted this interpretation.

Standeards aud amendments fo existing stoadards that Tave pof yet entered into force that
S{ILARIA has noi adopted early.

Al fho date these sccounts were prepared, the 1ASH had published the following interprefations and
standurds: These Interpretations ave of mandatory compliance in all years starting as from 1 Januaty
2000 and subsequant yeers, alhough the Group has not adopled them:

TAS 23 (Kevised), “Bomrowing costs” (in fores as from | January 2009), This Standard
reguires companies (o capitalize borrowing costs that are dircetly atiributable to the
acquisition, constriction, production of a yualified asset (any which necessarily requires
a substanlial period of lime before beig ready for use or for sale) as part of the vost of
the asset. The vplion of imnediately recognizing these borrowing costs as an expense fur
the period is eliminated. The Group will apply 1AS 23 (Revised) as from 1 January 2009,

IFRS § "Operating Segmonts”, is mandatory for years caommencing as rom 1 January
2009, TFRS & replaces 1AS 14 and unifies the roquirements [or presenting Brancial
information by scpments with the US standard SFAS 131 "Disclosures about segments
of an eaterprise and related information”. The new Standard requires a mapagement
approach under which segment information is presented on {lic same basis as which it is
used for internal purposcs. SOLARIA will apply IFRS § as from 1 January 2009, The
expeeted impact of this standard is still being ovaluated in detail by Management,
althaugh it seems likcly that the number of segmicnls being reported, as well as the
manmer i whick the information i3 presented, will be modified in fine with the internal
information prepared aud supplied lo decision-making bodies.

IAS | (Revised), “Presenlation of financial statements” (in force as from | Jenuary
2009). This revised standard prohibits the presentation of Income and expense ilcms (i.e.
changes in cquity due to fransactions with non-sharebolder third parties) in the statement
of changes in equily and requires the changes in cquity due to {ransactions with non-
sharcholder third parties be presented separale from changes in equity due Lo iransactions
with sharcholders. All changes in equity due to transactions with non-shareholders third
purlics must be presented in an income stalement, although companies taay choose to
present o single statement (statement of tolal revenues) or tvo statements {an incomc

11
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stalement and a stalemeont of total revenucs). When 2 compuny re-cxpresses or
reclassifies the comparative uformation it must presen! a balance sheet re-expresscd at
(he beginning of the comparative period, in addilion to the balance sheel at the end of the
cutrent year snd the comparative period. The Group will apply JAS | (Revised) as from
I Jamuary 2609, I is Hkely that both the income statement and the statement of total
reverues will be presented as income siatements.

- IFRS 2 (Revised) “Shave-based payments™ {in force as from 1 Janvary 2609). This
amendment addresses (he conditions for the brevocable nature of the yranting of rights
and cancellations, This is nof expected to have 3 sigeilicant offect on the Group’s
financial statements.

- IAS 32 — (Revised) “Financial instruments: Presentation™ and IAS 1 (Revised)
“Prosentation of inanctal statements® "Puliable instrunents and obligations arising on
fiquidation” {in force as from and January 2009). These smendmenls require
companies to reclassily fnancial instruments thal may be swrendered agd instruments
{or their compogents) that give rise to 2 company obligalion to provide a third-paty
wilh & fraction of ils et assets in the evenl of cquity Hquidation, provided that the
instrienent hus cerlain characteristics and mects certain condilions, The Group will
apply IAS 32 and 1AS I {Revised) as fiom I January 2009 although they arc not
cxpocted to have agy cifcet on the financial statements.

12
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- IFRS | (Rovised) "Firsttime adoption of IFRS” and IAS 27 "Consolidated and
separate financial stafements” {in foree as from 1 Japuary 2009} ‘The amended
standard allows first-time adopters to use the fair value or the canying value resulting
from applying the above wcrounling principles as an atiributed cost of investments in
subsidiarics, combined businesses and assncisted companies in (he separale Dnancial
statements. The revision also eliminates {he definition of the cost method from 1AS 27
and rephaces it with the requirement fo present dividends as revenues i the scparate
financial statements for the investor. The Group will alse apply IFRS 1 (Revised) as
from | Jameary 2009, the date of trausition to IFRS by Group subsidisnes. This
change will not have any effec! on the group’s consolidated annual zccounts.

- [AS 27 {Revised), “Consclidated and separate Dnanclal statemonts” {in force as from
1 Janmary 2009). The rovised standard requires that all transactions with minorily
sharcholders be recarded under equity, provided that ihere are no changes n control,
such that these (ramsacfions no longer have an ofivet on goodwill and do not lead to
any profif or loss, The revision alsn covers the acoounling trealment o be applicd
when control is fost. Any minority shareholding maintained muist apain be measnred af
fair value aad (he cifoct recorded in the income statement. The Growp will apply IAS

27 (Revised) on & prospective basis to transactions wilh winorily sharchokders as from
{ Jannavy 20580,

- IFRS 3 {Revised) "Business combinations” (in foree as from | Judy 2009, The
revised starndard inaintains the zequisitton method for business combinations, aliiough
significant changes are intioduced. For example, ali payments are reeognized at fair
value at the dale of acquisition, and the contingent payments that are classilted as
Habilitics arc mcasured at each closing date at fair value, and all chanpos are recorded
in the income statement. An aceounfing policy option is introduced at the business
combinalion level, consisting of measnring minority shareholdings al fuir valee or i
proportional value of the net assels and Habilitics reeorded by the acquired company.
All tramsaction costs are tabkon to expenses. The Group wili apply RS 3 (Revised) on
a prospective basis to alf business combinations as Oom | Jagoary 20E0.
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- IFRS 5 (Revised) “Non-curren! assets beld for sale and discontinued operations”
{and refating {o the rovision of TFRS T "First time adoption of IFRS"} (in force as Bom
[ Tuly 2009}, This modification is part of he IASE’s annual improvement program
that was published in may 2008,

This revision clarifies that all assets and liabililies &l & subsidiary must be classified as
held for sale if conlrol over the subsidiary i3 tost as a result of a partiad plan covering
ils salc. In the event that it meets the condilions lo be considercd a discontinued
operation, the relevant breakdowns regarding the subsidiary nwst be included. As a
resull, IFRS | has also been adapted to take info accounl fhis rovision, such that its
application is prospeclive as fom the date of transition to [FRS. The Group will adopt
1IFRS 5 (Revised) on & prospective basis with respect to all partial sales of subsidiaries
that take place as from I January 2010,

- IAS 23 (Revised), “Bomowing costs”™ (n [orce as from | o January 2{09). This
medificalion is pari of the TASE s anneal improvement program (sl was published in
sy 2008,

The definition of bogrowing cosfs has been revised so that interest is caleuiated in
accordanes with the effective interest wate defined ueder JAS 39 (Financial
Instruments: Recognition snd meassrenwent™, This climinates the inconsistent
terminology bobween TAS 19 and TAS 23, The Groop will apply IAS 23 (Revisedj ona

prospective basis with respect to the borrowing costs assocfated with qualifying assets
as from 1 Janumey 2009,
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- 1A 36 (Revised), “Assct impainnent” {in force as from | Jonuary 2009), This
modification is part of the 1ASB’s mmuad dmprovement program that was published in
may 208,

Lt cases where tair value, less selling costs, s calculated based on discounted cash
flows equivalent breakdowss of value-in-use calowlations must be presested. The
Group will apply TAS 36 (Revised) and will present, il appropriate, fhe breakdowns
reguired for impairment tosls a5 from | Jameary 2000,

- TAS 3% {Revised), “Inlunziblc asscis” (in force as from 1 Januay 2009). This
modification is part of the IASB’s annual improvemenl program that was published in
ay 2008,

An imterim puyment may anty be recognized when made @s a prepayment {o obtain a
right to zccess certaln assels or services. For this reason, the expense for sending
catatops is recorded al the time that they become available and wof at the lime they are
disiribiled to customers, which the policy curvently applicd. The Group will apply
TAS 38 {Revized) as from 1§ Janary 2009,

- TAS 19 (Revised), “Employec compensation™ (in Tores as from [ January 2009, This
modification is parl of fhe TAST s snnual improvement program el was published in
may 2008, and does not have any elfeel on e Group.

- 1AS 39 - {Revised) “Financial lnstrments: Recognition and measurement” (in force
as from | Janmary 20069% This modilication is part ot the |ASE’s annual improvemenl
pregram that was poblished in may 2008.

The Growpe will apply TAS 39 (Rovised) as from T January 2009, iz application s not
expecied 1o have any effect on the Group's lucome stalement,

- 1AS | (Revised), “Prosentation of finineial stafements” (i foree as From 1 Janueary
20093, This modification Is part of the JASR s annnal improvement program that was
pzblished in mexy 2004,

This revision clarifies that some, amd not all, fisancial instruments classified as hebd
for trading, in accordance with IAS 39 “Financial instrunents: Recognition and
measurement” are cxamples of cinvent assels and Babiliics, respectively. The Group
witl apply this revision as fom | January 2000 and it is not expected to have any
effect on its [uancial statements,
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- Inn addition to the aforementioned changes, a series of minor modifications have been
published for [FRS 7 “Floacein! iostmuments™ Disclosures”, 1AS 8§ “Accounting
policies, changes i accoumting estimates and creors™, 1AS 10 “BEvents after the
reportim pericd”, IAS 18 “Revenue” and IAS 34 “lnterim fmancial veporting”, within
the 1ASHE's annual improvement project and arc nof likely to have an offeel on the
Group’s lnencist slalenents and have not been analyzed in detail.

- IFRIC 16 “Hedges of a pel investmenl in o [reign operation” (in force as from 1
Cletoher 2008), This interprotation wil! not have any elfect on the Group.

- TFRIC 13, “Customer loyalty programs” {in forec as from 1 July 2008). IFRIC 13
states that in those cases in which usseis or services are rendered togsther with a
loyalty incentives (for example, loyally poitls or {ree products), the agreemoent is
considered to be 2 multiple itew contract and the amount received or ta be teccived
fromy e customer sl be alivibaled among the componenls on & fair value basis.
IFRIC |3 is not relevant tor the Group's operations piven fhat none ol the Group's
comnpanies bave coeslone loyally programs,

- AL 16 (Revision) “Property, plant end equipiment” {and the relevant revizion ot AR
T "Cash flow statement™) (in force as fom | January 20097, This maodification 1s part
of the IASH s annua! improvement program that was published in may 2008,

Thowse companics whose primary activily vonsisis of leasing and subsequenthy selling
assets will present the amount received from those sales 85 rovenues and asscts must
be reclssified fo inventories at the time that the ssset becomes held-for-sale. As a
egsult, TAS 7 is amended indicating that cash Gows hal derbve Gom the sequisifion,
vertal and sale of those assets will be classified as cash flows from operating activitios.
This eoviston will nol have any bipact os the Group's sciivilies given that no growup
company engages in the rental and sale of asscets.
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- IAS 27 (Revized), “Consolidated and sepurate [inaceia) statements” (in force as [rom
1 Jameary 2069). This madification is part of the TASB’s annual improvement program
that was published in may 2003,

In those cases i which an investment in a subsidiary is eccounted For in accordance
with TAS 3% “Finaneial instruments: Recogaition and measurement”, are classificd &s
hetd-for-sale iIn accardance with the IFRS 5 " Mon-corent assels held-for-sale and
discontinued operations™, and will continue to be subjeet 1o TAS 39, This revision will
not lave any impact on the Group given that it applies the policy of aceounting for
investments in subsidiarics al cost in the sepavate {insncial stalements.

- IAS 28 (Revised) "Invesimenis in associates” (and the relevant amendiments to IAS
12 “Financial inslruments: Presenlation” and TFRS 7 "Finamcial instryments:
Disclosures”) {in force as Tom | January 2009). This modification is part of i
IASE s annual improvement program that was published in may 2008.

When an imvestment in an associate is accounted for in accordance with [AS 39
*Pinancial instraments: Recognition and wmeaswcnent”, only certain breakdowns
established by IAS 28 mast be ncluded, in addition to the requirements of TAS 32
"Financial  instruments: Presenfation” and IFRS 7 "Financial  instrineents:
Priscinsures™. This change will not have any clfeet on the Groop's operalions.

- IAS 29 (Revised), “Financia! reporting in hyperintlationary econmnies” (in foree as
from ¥ January 20097, This change will niot have any effect o the Group.

- 1AS 31 (Revised) "Interests in jolnt venlures” (and relevant amesdments 1o 1AS 32
xndd TFRS 7) {in fores as from | January 2009) Vhis change will not have any elfeed
on the Giroup.

- TAS 3% (Revised), “Ifanpgible assets™ {in force as from 1 January 2009). This
modification Is part of the LASB’s ansual improvement program that was published in
miay 28, _

This revision elimnates the mention of "on rare oceasion, or perhaps pever” to justify
the we of a method thal resulls in a depreciation waie {hat is lower than the resuli of
applying the staight-Heo method. This revision will not have any effect on tho
Ciroup's operations, given that all intangible assets are amortized in accordance with
the straight-line method.
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- 1AS 28 {Pravision) "Accounling for government grants and disclusure of government
assistance” (in [orce as from | Janmary 2009). This modification is part of the IASB s
annaal improvement progeam 1haé was published in may 2003,

The benefit of a loan aft a lowerthan-rmarket rate granted by a public colity is
measured at the ditference belween the canying value fn accordance with 1A% 19
“Finupeial instiuments: Recognition and measurement” and the amount toceived is
recoghized in accordance with IAS 20, This change is not expected to have a
sipmifican! effect on the Group’s eperations.

Oiher minor revisions of FAS 20 "Accounting for government grants and disclosure of
government assistance”, IAS 29 "Financial reporting in bypesinflationary econamies”,
IAS 40 “avestment propertics® and IAS 41 "Agriculture”, included in the IASH's
inprovement praject in May 2008, do not have an effect on the Group's financial
statements due o the reasons indicaled above.

- WPRIC 15 “Agreemenls [or the construction of real cstale® (n force as from |
January 2089). "Fhis interpretation addresses whether 1AS 18 "Revenug” or IAS 11
"{lenstruction contract” shoukd be applied to certain {ransactions. It is fikely that 1AS
I8 wilt be applicable to 2 larger munber of transactions.

21 Consolidatzen priaciples
fert Srehsidinrfes

Subsidiaries ave all entitics {(including special-pirpose companics) over which SOLARIA has the
power lo govers the faancial and operating policies sccompanying a sharcholding of more than
ang half of the veling rights. The existence and effoet of poleatind voting rights that are currently
exercisable or eonvertible are considered when assessing whether SOLAREA controls another
calily. Subsidiaries are consolidated from the dale on which control is transferred o SOLARIA.
They are de-consctidated from (he Jate that controf ceases.

Intercompany  ransaclions, bablmees and uamrealized gains on fransactions befween Group
comparies are ebliminated. Unrcalived losses wre also eliminated unless the (ransaction provides
cvidence of an impairment of the asset transforred. Accounling policies of suhsidiarics have been
changed where necessary to ensure consistency with the policies adopled by SOLARIA,
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Tixhibit 1 hereto sei ouls the identification details of the subsidiarics inchuded in  consolidation
under (he full consol idation method,

{hy Minority shureholders cud fransactions

SOLARIA applics the policy of considering fransactions with minority shareholders fo bo wilh
third-parties extermal to SOLARIA, if appropriate. The disposal of minority shareheldings gives
rise (0 gains andfor insses for SOLARIA that are recopnized in the ncome statcmont. The
acquisition of minority sharcholdings results in goodwill, whicl s the difference between the price
paid and the relevant canying value of the net asscis recognized by the investee company.

2.3 Sepment informaticn

A business sepmenl s & group of assets and transactions the aim of which is to supply products or
services subject to risks and returns which differ feom those of other business sepmoents.

Reporiing on oporating sepments is presenled i accordanes with the taternal information {hat is
provided to the maximum decilsion-taking authority. The maximum deeision-taking authority has
been identified, mud 1s responsible for assigning resources and evaluating performance of operating
segmcnis, as the Fxecutive Commiltce {hat is ia charge of tnking stratepic declsions.

A peosraphical scgment provides produets or scrviees within 2 particular economic coviromment
that i3 subject to risks and relurns that are different from those of segmenls operating in the other
COONDITIC BIVITONMCIS,

24 Transactinns and bajunces in leveign eurreney

#)  Fenctional and presenfalion currency

The items included in these consolidated annual accounts are measored using the earrency in the
primary economic envirommont in which SOLARIA opcrafes {(“Functional currency™). The

consolidaicd annmal accounts e presenfed in oeuros, which is SOLARIA's lunclional and
presentation currency.
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by  Vranszctions and balances

‘Fransactions in forelgn cwrency are transiated to the fenctional cuercney wsing the exchange rales
in force al the {ransaction dates, Forelgn curmency gains and losses resuting from tho sctitemont of
trausactions and transbation =t year-end exchange rafes of monclary asseis mnd Babilities
denaminated in forcige corency are recognized in the income statement, except when deferred in
equity as qualifying cash flow hedges or quatifying net investment hedges.

.53 Tntanpible assefs
) Coocheill

Goodwill is the excess of acquisition cost over the fair value of the Group's shareholding i the
identiliable net assets of the subsidiary scquired at the date on which a business combination is
acquired. A business is defined as an inlegral group of sclivities or assets divected and managed for
the pupose of providing a yield to investars, lower costs oF oblain olher {immcial benefits that
dircelly and proporiicnally [aH to palicipunts. A business generally consists of consumables,
nrocesses applied to those ftems and the resulfing products that are, or will be, used to generate
crdinnry revenues,

Goodwill relating to acquisitions of subsidiaries is ingladed in intangible asscls. Goodwili is not
amodtized and is subjecied to impairment fests on an annval basis and s stafed at cost Tess any
acctunnbated impairment losses (Note 2.9, Gains and losses on the sale of a company mclude the
carvying mmounl of poodwill rekated to the company sokd.

Goodivitl is assigned to cash genevating units (CGURY in order to fost for impaivnent fosses, I is
attocated to those CGUSs that are expeeled o benefit fom the business combination that penerated

such goadsvill

SCLARIA has not recognized any goodwill at the date of these consolidated annual accounts.
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i) Compudter saftivare

SOLARIA’s intangible assels primaily consist of compuier sofiware and theso itoms are
capilalized on the basis of their acquisition cost ard the cost of training personnel to use the
specific programs, They are recoided ot their acquisition cosl less accumalated amorfizalion and
any refevant accumulated impairment, Soflware is amortized on a stesight-Hne basfs over its usefis
tife, which is estimated 10 be three years.

) Assets with o inclefinite nsefid fife.

Tnfangible asscis with an indefinite usefd fife aro nol amoriized. Impainment tosls are performed
ammuaily and these items are staled at eosl kess any accamelated impainnent fosses.

SOLARIA does not have any inlangible assets with an indefinife useful life at the halance shect
dale.

2.6 Research and development costs

Research costs are recagnized as an expense as Incurred. Costs incurred on development projects
{relating to the dosign and tesiing of new or improved products) ave recognized as intangible assets
wicss (he following requirements are met:

¢ Il is technically possible to complote production of the intangible asset such that it will be
avatlable for wse o fhor salc;

+  Management has the intention of completing the intangible asset in guestion, for use or far
sale.

+  Thare is the capacily (o use or sell the intangible assels;

e It is possible to demanstraic the manner in which the intangible asset will generate probable
profils i {he fukere;

» Adequate technical, financial or any other fype of resources me available to complete
development and 1o use or seli the intangible of asscl; aad

v [t is possible to ieliably valoe ihe peyments attributable to the intangible asset during
development,

Other development costs are recogaized as an expense as icored. Development costs previously
recognizcd g% un expense are not recognized as an assel in a subsequent period. Development costs
with a finife useful lifo that have been capitalized zre amortizcd fum the commencemeni of

commercial production of the product on a straighi-line basis over the period of ils expected
benelit.
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SOLARIA did not incur research and development expenses in 2008 and 2007,
2.7 Property, plant and eguipment

Froperty, plant and equipment mainly records the planl and machinery thal are necessary to
manufacture theanal and photovoliaic nodules.  Property, planl and equipment is stated at
acquisilion costs, less any depreciation and aconmulated impainment losses. Historic cost includes
the expenscs dircetly attnibutable to the sequisition of the items concorned.

Subsequent costs wre ncluded as an incroase in the value of the usset or are recognized as n
sepurate assel onty when H s likely that the future profie associated with the items will flow o
SOLARIA and the cost of the tem may be reliably determingd.

The book value of the replitved components is climinaled from the aceouing records.  AH ofhier
repair and imuinlenance expenses are chatged (o the income stalcment in the vear in which they are
incurred,

‘The depreciation of pruperty. plant and equipment is caleudated on a straight-line hasis in order 1o
assipn their costs to residial valuves relating to their cstimated useful tives, as ToHows:

_____ Years
Buildings 13
Machingery B
Phnt g-10
Computer processing eguipment 4
Furnishinps i
Vehicles &

The asset’s residual vatucs and wseiil life are veviewed, and adjusted if appropriate, ut each balance
sheol dale. An assef’s carvying amowit is written dovwn immediately to its recoverable amount if
the asset’s earrying antowun is meater than its estimated recoverable ameunt (Note 2.9).

The profit or loss on the sale of praperty, plant and equipment is caleulated by comparing (he

income obtained on the sale against the book value of the assets concerned, and the differcnce s
tnchidcd i tie income statement.
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2.8 Interest cosfs

Trtercst expense 15 fuken to expenses and is nol capitahized 25 part of the cost of the assets hailt, i
those that necessarily reguire a substantial period of tinte before entering into use.

29  Bapairmest of noe-financial assets

Assets that have an indefinife usclul lile ave not subject fo amortization/depreciation. On an amua)
basis tests are performed to veriy whethor or not there are any impairment losses.  Assets subject
to amartization/ depreciation are subject to impairment lests provided that some evenl or change in
circunstances indicafes that carvying value may not be recoverable.  An impainment loss is
vecognized as the exoess book value for the assct compared with the recoverable value recorded in
the icome slafement. The recoverable amowts is the fair value of an asset less the higher of the
cost of sale or the value in use. For the purposes of assessing impairment, ussefs are grouped
togelher at the lowest levels for which there are separately identifiable cash flows (cash-pencrating
units). Neo-financial assets that have suffered an impairment Toss arc subject to reviews at cach
balance sheet date fo determnine i there have been any roversals of the Ioss, The roversal of an
impairimcn] loss is recognized in the incomc stalement.

2,14 Lrascs

i} Finance leases

The determination of whether or not a contract contains a lease is based on fhe analysis of the
palure of the agreement, which requires evabmiion of whether or not complisnce with the

agreement falls (o the use of a specifie asset and whethier or not the agreement conlers the vight to
use that asset to SOLARIA,

SOLARIA leases soveral veliicles. When, in accordance with a lease covering propurly, plint and
cguipinent, SOLARIA substantially has all the vights and benetits of ownership, it is classitied as a
finance lease. Tinance leases are capitalived at the starl of the lease period at the lower of the fair
vittue of the feased property or the proesent value of the minkmim payments dus on the lease.
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tiach lease instalhnent is distributed among Habilities and financial charges in order to obtain a
congtant interest rate applicable to the outstanding balance payable. The relevant kease obligations,
net of financial charges, are included under Rank foans. The inierest portion of the financlal
expenss is charged to the meome statement during the lease potiod such that a constant periodic
interest rule is ohtained with respect Lo the ootstanding liability in each fnancial year. Assety
acquired under finance leases ave depreciated over their useful Hyves. Their useful hife is the same
as that for vehicles and non-leased premises, given that there are purchase opiions for these assets.

Therefore, there is reasonable certainty that SOLARTA will obtain ownership of the vohicles and
ihe Iostaftations within the texm of the lease.

by  Operating leases

Leases undor which the lessor maintains a significant postion of the risks and bencfits of ownership
of the assets covered by (he contract are classified as operating leares. Fhe payments fur operating
teases are charged fo the income statement on @ straight-line basis over the turm of the lease.

2.11 Tinanecial asscis

SOLARIA classifies is financiat assets into the Following cafegories: financial assets &l lair valne
through profif or loss, foans end accounls reecivable, investments that are To be held to maturity and
available- for- sale finuncial assets. The classificaiion depends on the purpose for which the
financizl assels were acquired.  Munagement classifies its invesimentls at the fime of initial
recognilion.

a)  Fipuncial assets at fair value Qrough profit or loss
Financial assels a6 fair vahue shrough proft oF loss are investments beld for tading. A financial
assel 1s classified under this category if it was zequired maisly For the purpose of being sold in the

shart-term. Dertvalives are aiso classificd as acquired for trading unless they are designated as
hedping nstraments. Assets under this category are classified as corrent asscls,
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by Loans and other recoivables

Loans and receivables are non-derivative finamcial assefs with fived or determinable payments that
are nol quofed in an active market. They are incloded in current assets except for asscts maturing
in move than [2 wonths of the halasee sheet date which are classified as nof-conrenl assets.

Receivables arc recognized inilially al fair value and subseguently measured at amortized cost
using ke effective inferest method, less provision for impaimment. A provision for impatrment of
trade receivables s establshed when there is objective evidence that SOLARIA will not be able to
ciiect all amonnts due according to the original forms of the receivables, The cxistenes of
signitieant {inancial diffieutties on the part of the debtor, the probability that the debtor will entor
mto bankruptey or financial rearganization and {he defaull or delay in payments aro considered 1o
indicatc that the receivable is lmpaived. ‘The amount of the provision is (he difference betiveen the
asset’s carrying amount and the present valve of estimated futwre cash flows, discounted at the
clfcelive interest rate. the book valie of the asset i3 roduced to the extent that the provision
account is applied and (he foss is recogmized in the income statement under "impairment of trads
receivables®. When a receivable cannot he collecicd il is writien off against the provision R
recetvables, The subscquent reeovery of wnounts previousty writfen off is recosmized as a1 asset
ender "impairment of recefvables”. Short-lerm Accounts Receivable, witfhowt any established
interest rale, are staled al the amount of the original inveice when the effect of discounting is not
significant,

ey Held-to-maturity financial asscls

Trvestmetis hekd (o walurity are non-derivative financial asscts with [xed payments, or payments
that may he determined, and cstablished maturity dates for which SOLARIA s Mavasement has the
infeniion and the capacity to hold until maturity. 1¥ SOLARIA were 1o sefl a significant amount of
tinancial asscis held 1o malwily, the complete category wonld bo classificd as available for sale,
The heldto-maturity financial assets are included under pon-cuwvent assets, except for those tha
mattre within 12 monihs as from the balance sheet dats, in which casc {hey are classified 2s current
assets.
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& Available-for-zale financial assefs

Available-four-sale financial assets include zsscts designated for sale as well as those (et are not
classified in any of the other categories. They me included in non-current asscis unless
management intends to dispose of the mvestment within 12 months of the balance sheet date.

Cerrping of firamcial avsels

Acquisitions and disposals of all financial asscts are recognizod al the iading date, i.e., on the dafe
SOLARIA undertakes fo acquire or sel the asset. lnvestments are recognized initiatly at fair value
plus the hansaction costs for all fmancial assels ool camrled at fair value through profit o loss
Firancial assets stated at fair value through profit and nss are initially recogrized at their fair value
and ihe (ransaction cosls are capensed in the zeome statement.  Available-for-sale financizl asseis
and Tranciat assefs at fair value through profit or loss arc subsequently carricd at by value. Losns
andf receivables and Jnaocial sssels beld (0 mabwmity sre subsequently caried at their amortized
cost in accordanca with (he cficetive interest rate methad.

Gatns and losses arfsing {rosm changes in the fair value of the Mmancial assets ot faiv value throush
prafit or loss catepory are incfuded in the incowne statement in the poriod in which they arsc.

Changes i the fair vatue of monetary and non-manctary seeuritics classified us available for sale
are recognized under equily. When the securities classified as available-for-sate sre disposed of, or

sufler impairment, the scownlzted adfustments to fair value recognized upder equity are included
in the income stotement,

The fair valuos of quoted investments are based on current purchase prices. Financisl assets
available for sale veloling lo unlisted scowilies are measured at cost, when there is insufficient
[nancial information reparding the husiness plans and (he Onanelal perspectives that would aliow
for a solid measurement analysis using penerafly accepted techniques to determing the fair value of
the asset, and go signilicant transactions have inveleed these asscls.,
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Al the balance sheet date, SOLARIA assesses whether there is objective evidenve of impairmeni
losses with respect to a [Inancial assel or group of financial asscts. For equity instruments
classilicd as available for sate, in order to determine whether there are impaiyment losses, it will be
neeossary to examine whether there is & significant or prolracted decling in the fair value of fhe
secwilics to bolow cost, 1f thers is any evidence of this type for available-for-sale financial assels,
the cumulative loss determined as the difference bolween the acquisition cost and cwreent taie
vahue, less any impaivment 1055 i that finencizl asset previously recognized in results is eliminated
trom eguity and recognized in the peome slalement. Bupairment tosses recogiized in the income
statemen! on cquily Dsituments ave not reversed throtph the income statement.

Investments ave wrillen off when the rights fo receive cash flows from them have expired or have
heon fransferrad and SOLARIA bas rapsferred subsiaptially all the risks and beaelils deriving
froms ownership.

2.12 Berivative tinancial inséruments and hedging

Ficrivatives are initiaily recognived af fair valoe on the date a dorivative contraet i3 enfered into and
are subseyuently re-measared at thelr fair vehie. The method of vecognizing the resulting gain or
Foss deponds on whether the derivative is desigmated a5 s hedging instrament, and iF so, on he
natare of the item being hoedped. SOLARIA designates certain derivatives as:

(i}  Fairvalue hedges of recomized Habilitics (fair value hedpe); ov
{ii) Hedeine o a specific risk assccisted with 2 recogmized lizbility or a highly likely expected
transaction {cash flow hedges).

SGLARIA documents at the inception of the tansaction the relationship existing betwoeen bedging
instruments and hedged ftems, as well as s risk management objective and stratepy for
underlaking variows hodse transactions. SOLARIA also documents iy evaluation from the stacl,
and continuously thereatier, as to whelber the derivatives belng used in the hedging transactions are
highly effective to offset changas in fair value or in cash flovws from hedeed items.

27




b 2
Solaria

‘The todal fair value of hedge derivatives is classilicd as an a nos-curent assct or Hability if the
residual term ol the hodped item excecds §2 months and as a curtend asset or Habitity if the residual
term oF the hedged item is koss than 12 mouths. Traded dorivatives ave classificd as a current assel
or fiahility.

The fair values of derivative instruments used for hedging purposcs are reflected in Nole 17,
Movernchis in the restatement reserve under equity wre stated wnder Note 13,

n)  Fair value hedpe

Changes it the fair value of derivatives that are desiymated and qualify as fair value hedges are
recorded in the ineome statement, togethier with any changes in the fair value of the hedged assot or
Hability (hat are attributable to the hedged risk.

If the hedge ceases fo comply with the criteriz for caryiag (he Tedge, the book adjustment for a
hedyed ftom which is carried vsing the effective inlers rate method is recognized through profit
and loss during the pertad untii madurily.

SOLARIA carties no Bair value hedge fransaction at the balance sheef datc.
b Cash flow bedges

'Fhe cifective portion of changes in the fair value of derivatives that are designated and qualify as
cash fiow hedpes is rocopnized in equity. The gain or loss relating i (he ineffective porlion is
recopnized immediately in the Bicome statement.

Accumuiated cquity amounts are taken fo the income statement in the periods in which fhe hedped
item affoets vesults. The loss or gain relating lo the offeetive portion of inlerest rate swaps that
cover barrowings subject to a variable rale are recognized in the income statement under "linancial
expense”, However, when the forccast transaction (hat is hedged results In the recopaition of 4 noa-
fnancial asset (for cxample, inventory), the gaing and losses previously deferred in equity arc
transferved from equity and incleded in the initial measurcment of the cost of the asscl.

When a kedge instrmment expires, is sold, or when it no fonger meets the requirements or catrying
the hodge, any accumulated gain or foss In equily up until that moment remains in equity and is
recopiized as a gain or toss when the planned transaction is [nally rceognized in the income
stateracnl,  When the plarmed {ransaction is no fouper cxpected to arise, the accumulated equity
gain or loss is immediately transferred to (e incame statement.

SOLARIA records cash flow hedges of the balaree sheet date (Node 17}
¢l Deyivatives that do not qualify for hedge aceaunting

Certain derivative nstraments do nob qualify for hedge accounting. Changes in the fair value of
any derivative instruments that do not qualify for bedge accounting ave reconized immediately m
ihe income statemenl, Tnereages in the fair valuo of interest rate and cxchanpe rate derivalives are
included under the heading "Financial licome" i fhe fncome statement. Decreases in the fair
value of interesl ralc and ocxchenge rale derivatives are inclnded under the heading "Finaneial
Bxpense® in the income statement.

SOLARIA has recorded transactions that do not qualify as derivative hedges at the balance sheet
dale {Note 17}
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213 Imvenfories

Fundamenially inchude materials and Gnished products relating to photovoltaic solar and thermal
modules, as well as the investment made by SOLARIA in photovollaic solar planis that were not
sold ol (he end of the year.

Invenioties are measured at the lower of cost and nel realizable value, The cost of raw materials is
catentated using the average weighted scquisition cost. Vhe cost of fAaished products (photovaltaic
sokr aud thermal modutes snd photovollaic solar planis) inchudes design costs, vaw materials,
dircet labar, pernits, licenses and similar items, other direct cosls and gencral manufacturing
overhead {based on norinal operational capacity), as well as intercst expeise, provided that the
constraction period is over one ycar. The net veatizable value is the estimaled sciling price in the
ordinary course of business, less applicable variable costs of sales.
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If 2 photovaliaic solar plant available for sale has been in operation for more than one year and
there is no sates contract in place with thind parties or simifsr agrectnents, it is classified as an assct,

2.14 Cash and eash equivatents

Cash and cash eyuivalents includes cash in hand, deposits held at call with banks apd olher short-
terms highly liquid investments with original maturities of three months or Jess.

215 TFquily

Oudinary shares are classiticd as eguily. Incremental eosis dircctly attributable to the issue of now
sharcs are showa in equity as a deduction, et of lax, from the proceeds. When Company shares are
acquired ({reasury shares), lhe consideration paid, including any divectly attributable incrcmental
cosl  {net of income tax) is deducied fom equity attributable to the Company's shareholders
through to redemption, reissue or disposal, When the shaves are sold or are subscquently issued
again, any amount reecived, net of any ncremental cost of (he Lansaction that is dircelly
atfribudahle smd the comresponding corporate incows fax effects, are ineluded in cquily atiributable

to the sharcholders of SOLARIA.
216 Guvernment geants

Grants from public enfities are recognized at thoir iy value when there is reasonable assurance
that the grant will be reecived and SOLAREA wili comply with all attached conditions,

Clapitad pronis

Govermmeid grants for the acqnisition of property, phint and equipment are included in “Defered
revenues” and credited to the Income stalement an a straight-line basis over the expected lives of
the cotresponding assets financed using the granls.

ey deferred revennes

The grants covering the iterest o fhe louss obtsined are recorded under the heading *Doforred

revenies”,  Inlerest assistance is taken fo restifis [or the year during the form of the loan W
accardance with financial erileria.
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The atribution of capital granis and other deforred rovenugs i recognized under the heading
"Deferred revenues faken to profl and loss” in the income statemeant.

Inferest free loana granted by official bodies

The loans reecived by SORARIA that do not accrie intevest are recorded i their restaled value
(calculafed using an effective market interest ratc), and the dilference generated at the initial
moment bebwieen (he nominal amouni of 1he kan and its restated value is attribnted as follows:

i When the fnsncing is {o be wsed bo acquire an asset, the shove-mentioned difference is
recarded as deferred revenues and fake to results for the year over the depreciation period
for the Bnanced assels.

by It the event that the assistance is to be vsed to finance an expense {hat s associated with an
investment projeet, the dilfercece bebween the nominal smount of the toan and its rostaied
vahue is vecorded a2s 2 reduction of such expenses. In those cases in which the expense has
ned vl been acerucd, this difference is carried as deferred curvent revomies and is taken o
the income stafement as a reduction of the relevant capense when i scorues.

Moi-monatary grains

When SOLARIA reccives o non-mnoeclary granid, for example, the right to purchase an assel fom a
povertment body at a price ower than its Tair vahue, subjoct (0 compliunce with cerfain conditions,
SOLARIA adopts the slemalive of recogmizing the asset af a symbalic amount which would be its
acquisition cost.

2.17 Trmle und other puyubles

Creditors and offier payables are iniliaily caizied af their fair value and subscquently they are
vaheed af the amortized cost uring the effective inicrest rafe method. Short-term payables with no
estublished iterest rele wee staded ab original invoice amount when the efftel of the discount is not
sipniticant,
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2.18 Baak borrowings

Bortowings are inilially carried at fair vatue nct of transaction costs. Bosrowvings are subscouenity
measuved ol amottized cost. Any dilforences bebween lhe funds obtained (net of nocessary costs)
andl {heir repayment value are recognized as a financial expense vver the life of the debd applying
the effective inlcrost method.

Rorrowings arc classified as conrent Habilities unless SOLARTA has an unconditional right to defer
setilement for at [east 12 monihis as from (e balacs sheet date.

2.9 Provisions

SOLARIA recagnizes provisions when (1) it has & present lagal or implicit obligation as a resoll of
past events, (ii} it i3 likcly that resources will have to be applied o scttle the abligation and {iii) the
amount nuy bo retinbly esiimaled.

T.ong-term provisions are siated af the present value of the payments thal arc cxpected to be
necessary to settle the obligation using 4 pre-tax discount rate thal reflects an evaluation of the
cureent markel, (he cureent value of meoncy and the specific visks of the obligation. Thy increase in
the provision due to the passage of time is recognized as an inferest expensc,

Contingenl Habitities are considered to be poterial liabilittes deriving [rom past events, the
existence of which are subject to the oceurrence of one or more fituee events that lie outside the
controt of the SOLARIA. Yhese contingent liabifities are not recorded In the accounts but are
described in the notes presenting the financial stalements.

Provivions for warraifies

SOLARIA mmis customers warantios for the twukey contracts covering phatovoliatc plants,
operaling and mainlenaee contracts and coniracts covering the sale of photovoltaic medules (Note
24)

The provisions that are necessary for the warranties gramted me cateniated based on theorctical
expectations and historic information regarding defect rates and estimated repair costs. These ftems
are reviewed and adjusted an & regular basis.,

These provisions are recorded at the estimated value of future clalms deriving from previous
contracts and charged against operating cxpenses.
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220 Fenployee beaefity

2} Penston and similar obligations

SOLARIA has no pension or sitetlar obligations with its employecs or mungspgement,
by Severanes indemnilics

Termination benelils are payable when employment is terminated by SOLARIA before the normal
refirement date, or whenever an employec accepts voluntary redundaney in cxchange for these
benetits.  SOLARIA recognizes these benefits when it as Jemonsirably undertaken to tonninate
current employees’ employment in sceordance with a formal detailed plie that cammot be
withdrawn, or to provide severmnce lndemnities as 2 result of an offer made to encourage voluntary
vedundancy. Renetifs that will not be paid within 12 months of the balunee sheet date are
discongled o thelr present value.

2.21 Corperate income tax

Comporate income tax expense for tho year 15 caleubated based on pre-tax resulis staled in the mnual
acconts, ncrcased or decreased by any differences bebwees accounting and tax criferia, bearing in
mind any tax creditz or deductions that are deemed applicable.

Both current and defrecd lax cxpense is recorded in the income slalement. Llowever, equity
records the tux effect relating to items that are recorded divectly under equity.

Deferred income tax is calentafed, vsing the lisbility method, on temporary differences arising
bietween the tax buses of assets and Rabilities and thelr canying amounts in the annual accounts.
However, it the deforred taxes arse om the initial recognition of a Kability or 2n asset on &
fransaction other than a business combination that al {he (ime of the transaction has o eJect on the
tax gain or loss, they arc not accounled for. Deferved income tax is delarmined using tax rates (and
{avvs) that have been enacted or substantially coucled by the balance shoet daie and are sxpected to

apply when {he related deferred lncome tax asset is reatheed or the deferied income tax Hability is
rettied.

Preferred tax assets are reeogaived insolar us Future tax profits will probably arise against which to
offset the temporary differences, as well as tax-loss canry fovwards yet to be offscl.
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2.21 Revenue recognifion

Income and expense are recorded on en acernals basis, i.e. in the period in which the income or
capense deriving from the goads or scrvices in question is carncd or incurred rather than the period
in which the cash is aclually received or dishursed.

a)  Recopaifion of sakes

Sales include the fair value of consideration recelved or to be received on the safe of goods and
scrvices during the course of SOLARIA s ordinary business, Sales are presented net of value added
tax, relirns, and prive reductions and discounts.

SOLARIA recognives income when the amounls may be relably defermined, it is fikely that fufure
profits will flow to the company and the specific conditions for each of the company’s setivities are
met, as is described below. Revenues from the sale of assels arc recogmized and carvied in the
income statement when (he Company has transforred all substantist risks and benefits deriving
from the ownership of the assets conccrned to the buyer. It is decmed that sales amaunis cammot be
reliably determined until alf contingencies relating to the sale have heen resolved. 'The Company
buses its estimates on histotie resuifs, bearing in mind fhe lype of customer, the type of transaction
and the speeific terms of each agireement,

The sale of photovoltaic solar plasts, whose assets are ofassified as inventories (Note 2.13) ure
recorded under the beading “Revenues" and at {he same time inventorics we eliminated by
charging the heading "Change in Inventories of finished producls” in the income statoment. Tn dils
case, the saley of clectricity generated by the plants are considered to be "incidentaf income™ and
are recerded on an acerials basls under (he heading "Othor revenues” in the income stalement.

in the case of a photovollaiv solar planis classificd as an asset (Note 2.13", the revenue from sales
of clectricity is recorded on an accruals basis under the heading "Revenues" in {he income
statement,
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b} [xtent of complotion

SOLARTA apphics fhe oxtcend of completion method for those firm sales agreements (construction,

iunstallation and launch of photovoltaic solar plants {urnkey projects)), that have the foBowing
chamoteristios:

a. Existence of a defined customer wilk o firm obligation, i.e. a cammiiment
fhiat binds both parlies to comply with cortain (ccheical requirements,
deadlines and other related specileations. This commitment obligates the
customer {o purchase if SOLARIA complies with the previously established
conditions.

b. ‘the amount of revenue may be measured reliably. In this case, eontracts arc
for fixed prices and there ave no ehnormal risks involved with the project.

¢, SOLARIA will likely receive the profits or finencial yiclds deriving from
the fransaction. In any evenl, before concluding the agreement the solvency
of the cuslemer s analyzed in order to avoid reasonable doubls regarding
futere eoliections,

d. 'The extent of completion, al e end of each vear, may be measurcd
reliably.

e, The costs alrcady incened, as well as those yet to be incuned, may be
rediably measured and may be compared with projected estimates,

When recognizing revenue deriving from Hiese amrcements SOLARIA nses the exient of
complelion moethod.  This percentage is calowfated based on (ofal come established in the
agreement and is determined as the ratio belweon the costs incurred to date and the tolal projecled
cosls required 1o complete the project.

Tee difference between the amount of prodiuction amd 1he smount invoiced to the date of the
financial statements accounts is slated inder ‘I'rade debtors for invoices yef o be issued, recorded
under the heading “I'rade and other reccivables”. I fwrn, the smounts inveiced in advance for

various reasons {advance nvoites to customers) are reflected on the Habikity side of the halance
shieet under “Trade and other payables™,

Where the results of a consheetion eonlract cannot be velizbly estimated, confracd revenues are
ontly recognized up fo the limit of contract costs teurred that are likely to be recovered, Where the
resulls of & consfruction conbract may be reliably estimated and the costract is Bkely to he
profitable, contract revenues are recognized over the lenm of the contract. When it is Fkely thal the
aprecment ¢osl will exceed the tolal revenues obfained, the cxpeeted loss is immediately
recagnized as an expense.
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For thwse projecls that do not meet all of the conditions necessary to recognize revenue in
accordance with the oxtent of complelion method SOLARIA recogiizes revenue for these projects
al the time that {he assets ave physically delivercd.

¢} Inlerest income
Inferest income is recopnized using the effective interest method.
2.23 Dividend distribution

‘the disttbution of dividends to sharcholders Is recognized as a {iability in the annual accounts in
the year that the dividends are approved by SOLARIA'S sharcholders.

224 Esviresmoent

Expenses deriving from business action taken {0 profect and improve the envirammeni are recorded
as an expense ia the year inctnred. When such expenses entail addifions (o property, plant and
cquipmaent the ppese of which is to minimize the covivomnentat impaet and profect and improve
the environimend, they are sccounted for as an increase in the value of non-cinrent assets,

3.  Financial risk management

3.1, Dinancial risk factors

SOLARIA®s activities are expased to several [eancisl visks: market risk (inctuding exchange rate
risk, price risk and Interest rate risk), credit visk and liguidity visk. The overall risk managemcent
program 2t SOLARIA focuses on the uneerfainty of fnancial markets and attontpls {o minimize the
potential adverse cftoels on ifs [nancial profitability. SOTLARIA cmploys dexivatives to hedge
apainst exchange rate and interest vate risks,

Risk maswgement is contolled by the Finance Doparlment ab SOLARIA.  This Deparlencnt

identifies, evaliates and hedpes apaingd fnancial risk in collshortion with operating units at the
Company.
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a} Murket risk
i Fareipn exchange risk

SOLARIA operales intemnationally and theefore is exposcd 1o exchange rale risk on cureney
transactions, particularty the TS doflar. Uxchange rale risk arises fom commercialt {rapsactions,
fundamentally deriving from the zequisilion of machinery and raw materials abroad.

Finaneial management has established procedures that requite the hedging of cxchinge rate risk in
all travsaclions caivied out by the Company in any cumrency other than the swo falling due in more
than 30 days, provided that market conditions existing al the time of the frsnsaction make this
atvisuble,

The cwrency other than the suro with which SOLARIA currenily operates is the US dollar. I at 31
December 2008 and 2007 the curo had increased/decrcased in value by 5% compared with the US
dollav, with st oflier varinbles remaining the same, the eftect on profits and equity would have been
the following:

Thonrsan
i _ d eavo
2008 2007
Effect on pre-tax profits:
15% - {1,530}
-5%% - 22
Effeci on pre-tax cquily:
+3%% (3%a) {12,725)
-5% 386 (675}

Profils and equity are mare sensiiive o changes in the curo/US dobar exchange rate in 2608 than in
2607, due to the inerease in the number of transactions that took place in 2008 compared with the
preceding year, denominated in US doflars.
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i} Price risk

SOELARIA is exposed to market priec risk affecling raw materials. Management handics this risk
braing in mind 1he markel conditions in effect at the fime the tramsaction lukes place, by signing
fixed price contracts.

i) Cash fow hderest rate visk

Since SOLARIA daes not have sipnificant romunerated assets, income and cash flows from its
operalional sclivilies are very independent of the variances in market inlevest rales.

Inberest rate risk allecting SOLARIA derives from fong-torm loans fromy credi institutions. Loans
fromt credit instifutions bearing interest st a variable rate expose SOLARIA to cash flow inferest
rafe risk. SOLARIA's policy consists of using derivatives to hedge interest vate risk affecting loans
indexed o a variable inferest rale. In 2008 and 2007 bank homowings oblained by SOLARIA at
variahle infarest rates were denominated in curos,

SOLARIA manapes cash tlow intorest rate visk using variable to fixed intercst rafe swaps, The
eeonomic effect of these interest rate svaps is the conversion of varisble inlerest borrowings to
Freed intorest borrowings. Geneially, SOLARIA obtains long-term horrowings al a variable inlerest
rate and swaps for o fixed interest rate that is fower than would have been available if the campany
had obtained the bomowings directly at a fixed infercst rate. Under (he inlerest rate swaps,
SOLARIA enters into 2 commitment with otlicr parties fo exchange, with corfain regularily
(pencrabiy guarierly), ihe difference between the fixed interest ratos and the vindable interest rates
cafenlated based on the national principsl amounis confracted.

Al 31 Decanber 2008 apd 2007, and including the effect of conteacicd inforcst mle swaps,
SOLARIA S debt stracture i3 as follows:

Thousnnd cure

208 2007
Fixed intorest rate deb 11464 11,703
Variable interest rate debt il,614 16,794
Tofad {Note 15) 93,074 - 58,497
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The scnsitivity of profits and cyuity to interest rates Is as foltows:

_ _ _ _ Thousand euzro
Icreasef{decrease in Tiffect on pre-fax Effect on pre-tax
Whe inferest rate {in profits cuiky
basis points)

2008 110 (10) 2l
.10 10 21

2007 +16 (59) (12)
a9 59 2

) Crelif risk

Credit risk derives from cash and eash equivalents, derivative financis! instrumments amd deposits
with banks and financial institutions, as well ag customers, including outslanding receivables and
ransection cominitmerls.  Fransactions are oy carried out with fisaveial instilutions of
recognized prestige and taking into account past experiences and other fictors, I cases in which
{here s no independont credit rating of custonters, the Fioance Department evaluates the situation
bearing in mind e finmeciad position of the customer, past experience and othor Factors,
SOLARIA does not have the policy of granting long-term loans to custoners, except in exceptionad
Cises,

AL 3T December 2008 sud 2007 the trade reccivables recorded by SOLARIA did nol show any
fteins in default. In addition, SOLARIA does not present any concentration in its customer porifolin
at 31 December 2408,

The trade receivable bulance at 31 December 2008 shiows future matoritios ss follows:

0 i 45 days 45 fu 99 90 ta 126
ays tays Total
_ reccivables
Trade receivables (Note F) 28,530 - - 28,530
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The trade recelvable balanes at 31 Docember 2007 shows future mosturities as follows;
{t io 45 days 45 to 90 90 to E20
days duys Tatal
o _ reccivabies
Trade receivibles (Note 1)) ES, B0 107,357 20,0040 42,4097

<) Liguidity risk

Prudesl Houidity risk masegement implies maintaining sufficicnt cash and marketable secnrities,
tae availabitity of finding through an adequatc amount of committed credit Facilities md the abilily
tor close out market positions. Given the dysamic nature of the undertying businesses, the Finance
Department at SOLARIA has the objcclive of maintaining tinancing flexibifity through the
avatlubility of commitied fines of credit.

Management monitors projections of the lquidity reserve recorded by SOLARIA based on
expecicd cash flows,

3.2 Bgaily mansgement and debt levels

SOLABIA's objectives with respecl fo equity manasement are to sateguard its capaciky to
continue as a going concern in order to oblain yvields for shaveholders and to mainlain an nptinad
equity siruchure at icduved cost. SOLARIA's management mositors equity by applying the deht
ralio. This rafio is cateulated as cquity divided by net debt. Net debt is caleudated as all certsiche
resowrces (inchiding bank foavs, credilors and other accounts payable, as shown in the bulmnce
sheet) less cash and cash cquivalents. Fquily consists of share cupital plus reserves and
undistributed results, as is reflected in the bulance sheel.

SOLARIA's abjective is to have adegumic equity to obtain the tinancing neccssary for expansion
without compranising its sotvency apd maximiziog vields (hat shareholders may obiain from
thelr invesitmunts. ‘The Company does not vperate in sectors with specific capilal requirconents
and it meets thosc established by peneral logishution {(Spanish Companies Act) regarding
minimum capilal requirements,
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Dkt ratios at 31 Pecember 2008 and 2007 were as follows:

‘Fhaasanil euro

2.008 _ 2.007
Long-term ereditors (Note 15) 29,374 14,581
Short-term reecivables (Note 15} 63,704 43,9i6
Brerivative financtal instiuments {Note £7) §os7 - B245
Homowings Y5035 66,742
T.ess: Cash and cash equivalends (Note 12) (10,147} (153,163}
Mol debt 84,893 {86,421)
Tofat cquity (Note 13) o 233,881 261,196
Dbl rativ/Bynity 36 -33%

As a result of the public share offering that took place in Tune 2007, SOLARIA increased sharc
capilat und obtatned the resources necessary to fhance its expansion aclivities. For this reason, the
debt ratiofequily is Jess than in 2007,

This yem, due to the large inveshments made by SOLARIA in inventorics of pholovoltaic
solar plants, the Company used cash and cash equivatenls available last yeur for thesc
mvestments, which gave rise to a change in the finaneial shructure of SOLARIA,

3.3 Fuir vaine cstimatisn
The fatr valne of financial instroments traded o active markeds (such as hedging instrments and

trading and available-for-salc securilies) is based on quoted market prices ai the balanes sheot date.
The market price used by SOLARIA for financial assets is the curresl buy price.
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The [air value of financial instrunents that are not traded in an active market is defenmined by
using viduation techniques. The Company uses & variety of methads and makes asswnptions based
on existing market conditions ot sach balance sheel date. Markel prices for similar Instrurments are
used for longderm debi. Other icchiiques, such as sstimated discounted cash flows, aie used to
determine fair value for the remaining financial instruments, The fair value of interest rate hedpes
is caleulaled as the present valne of estimated firture cash flows. The iy vabue of [orward forcign
exchange contracts is delennined using forward cxchange market rates at the halance sheet date.

‘the book value koss the provision for impeirment of receivables and payables is assumed o
approximate fiir value, due to the nature of trade payables snd reecivatdes in fie shorl-term, The
Lair value of finanetal tiahitities for the prposes of presenting finaneial information Is cofimmated by
discovnting future conlraciual cash Jows at the current market inferest rate available to SOLARIA
For siinilar fringneial instroments,

4.  Accounting estimaics znd ndgments

When preparing the consoliduted answsl sccounis for SOLARIA, the Dirccfors have made
estimates Hiat ave based on past exporience and other factors that are cotsidered to be ressonzble in
accordance with enrrent circumstances in which constitule the basis on which (he canrying value of
assefs and llabiliies may bo cslablished, as these valines are not easily caloutated unsing other
soucces. SOLARTA reviews ifs estimates on a coutinuwows basis. Despite the T that (hese
estimates have been made based on the best inlormalion available at the year-end, it is possible that
events may luke place i the future which will reguire them to be changed in futire years,

Key future issues, as woll a3 other information relating to the estimation of uncertainty at the year-
enh, which s assnciated with a votable sk of sipnificant changes in the walue of asscls or
tishitities next year wre as follows:

) Reverns racogiifition
SOLARIA follows the depree-of-complefion method when recording {ornkey projects # develops.
Lising this method requires that servicos carried out af esch halance sheet date be estimated as a

mopuriion of the tutal costs to be incurred on each project, such (hat this percemtage is used o
recagnize revenaes #t the clusing date for cach halanee shect covering this type of projects,
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b} Fair vafuz of devivalives or other financial instrimienis

The fair valee of finsncial mstromends that are not {raded in an active market is detormined by
using valuation techniques. SOLARIA wscs juduments to select a varicly of methods and (o
develop assumptions that are primarily based on the market conditfons existing al cach balance
sheet date. SOLARIA has used discounted cash flow analysis for several financiz} assets available
for sate that are not raded on active markets.

o) Useful Hives of property, plont aid equipment

‘The Company’s management defermines estimated usefel fives and related depreciation charges tor
its plant and equipmenl. This estimafc is bused on ike planned Lifceyele of the products
manufactured by the Company, for which it nses high techrology. T could change significantly as
a result of technical inmovations and compefitor actions i response o fubwe industry cycles.
Management witl increase e depreciation charge where nselul lives are shorler than previcusty
estimated, and wrile off or wifte down (echnically obsolete or non-strategic assets thal have been
abandoned or sold.

ot Deferred come

The Company has obtained several gramts to fingnece its investmemts.  Given the dJifferent
characteristios of each of the subsidies and eredits received by (he Company, the Management vses
its judgment to calculate their amounts in those eases in which the crints relate to inlerests-free
loas. In these situations, Management caleulates the implicit interest on these loans by tising an
effective market inlerest rate to obfain the fair value of the Ipans. The differcnee between tho
nominal value and the fuir value of the leans is eonsidered to be deforrcd tevenues thal will be
taken to the income statement in accordance with the item heing financed by the lnans, I
involving an assel, the amounts will be faken to the invome statement over the uselul 1ife of the
assel conceined and it involving an operating cxpense the amount is taken to the income statement
at the time the cxpesse is acorned.  Munagement cvaluates complianee with all of the conditions
established for obtaining the above-mentioned grants and considers that they have been met or will

he met withou! any problem that would require the Company to relum pait or all of the assistance
granted.
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As is habitual practice in the indusivy, SOLARIA offers warranties for 8 certain mumber of years o
s customers for the sate of modules as wel? as the development of the turnkey projects. Conmpany
Management uses its Judgment to caleulate the amount of provisions recorded for any possible
wamanty claims. Bearing in mind the fact that SOLARIA was recently incorpoeated and the
absence of any warranty claims to date, in order o caleutate the warranice provisions Manzgement
has fundamentally based its decision on the longer cxperience of other competitors amd on the
percentage of ervars thal cour during the testing of memifactured madule effectiveness {Notc 24).

1 Estinerte of uncertaity

Fhe flure success of SOLARIA depends larvely on its capacity to build the new planls and
production Mines using an efficient cost structure and in accordance with the schedulc cstablished in
its business plan, The expansion of production capacily is subjeet fo the risks and vncerdainties
intheerent {0 a business project.

To efficicntly manage the expansion of its activities, SOLARIA is imtproving ifs operating and
fnancial sysicms, procedures and contreds, as welt as mereasing its manufactining capacity snd the
fleww of fimished praducts by improving the cilictency of ils production lines {including tie new
production line for solar cells) and cxtending, training and adequately VEEAging human resourees
mRderEoing strong growth.

Historical information vegarding SOARIA is limited since SOLARIA was incorporated il the end
of 2002, Driven by quick growth in the solar ciiergy sectar, it has underpone higher tates of growth
since it was incorporated, which has coutinued to date.

SOLARIA is significantly increasing ils production installations, in arder to inercase iis produciion
of photovaltaic modules and thermal solar panels, as wolf as to start producing solar eclis for use in
the manufacturing of photoveltaic modules. Some of these installations wre stilt being consiructed
o1 Bre it tosting stages,

As 2 vesuli of the entey inlo foree of Royal Peerce 157872008 (26 September), which regulates
compensation for electricity production nsing photovoliaic solar technology al installations built
after the deadline established for compensation stipulated under Royal Deeree 66 2007 (25 May),
{he photovolfaic solar energy sector has stowed in the Gnn! quarter of 2008, although & recovery of
the invesiment in the sector is expeeted in coming years.
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5. Segment information

®)  Primary basis lor segment reporting: busizcss segmeats

At 31 December 2008 SOLARIA is organized ingo § main hysiness segmcky:
(i) Segmend 1: Photovollaic

- Production of photovoltaie moedules for sale to third parties and their use in turakey
projects.,

(i} Semmnent 2: Thermal
- Desigs, praduction asd instatlation of thermal solar inodules an buildings,
{ity Begmeni 3: Cells
- Production of photovoltaic cells for sale to thind parties and intemal use for the
mxmufacturing of photovoliaic madules.

fiv} Seginent 4: Projeels

- Pramotion and sale of photoveltaic plants through tumkey projects, from  the
construction and nstallation of modules up to the operating faonch of the plasts.

(v}  Scgment 5: Generation

- Revenues deriving from the gencration of encrgy at the plants that SOLARIA divectly
reritles.
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Exfrrmal sales iy the scpmend
Oiher revennes
Inter-segittetil sxles

Hakey referng

Salrg

Oileer epernting revenuse

Change in invenberies of finished
yretkicks

Segment expenses
Changey in inventories
Provistons

Hesnieitl resulix

Fxchange differecoes
Thikzeteiad income

Change in the fzir value of Bnanecind

insbramends
Fhaneial expoese

Trrafil hefore tacomte tod

Corperale inesme iny

Sestaria
The results for cach segment for the year ended 31 December 2008 are as ToHows:

Thoresand
g
Lhistuvebiaic Thermat Lelly Prefects Generatico Other Company
77,738 42 963 40323 - F193 18
- - . . 2241 241
32212 . - {32,217) - -
- - - - - 0.4 .3
E10.060 42 963 EATE! (7,482 111926
74 - - - - 74
- - - - 153,646 153,646
{106,012} ! o (7,804} {141 057) {255 5Ly
(52,779} - - - - (22,779}
- . . {23,676 - (23,6761
(8,717 2 34 {23,577 S (26,6543
{3.657) {3,657)
pELH 3%
(23} {243)
{54481 (5403
. ta0eam
9,k
{21,463}

Profit G (ke year

Sales consist of

Sales

Chber revenes

Rendering ol seryices

Thupsand curo
2008

118,886
2241
232

121,359
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Other semment items inchided in the 2008 income statement are as follows:

Thorsand euro
Celis  I'hnlgvobisic  Thermal Frojeels Generation  Company

Depreciation of property, sant and - 370 205 - 123 1.7
cquasy {NGe 53 .

Amagtfealion of intangibie assets - - - - . 2
(Mot Th

The results of each segment for the year ended 31 Docember 2007 ave as follows:

Thouszand
i . eure
1" Feexd iy i Thernizl Projecis = Cells Company
External safes by the sepmenl PO, 505 F42 17,542 - 136,200
inter-sepment sites 23880 . - {23.880) - -
Sales FF3,383 142 53,682 - 186,219
Other nperaling revenpe 200 33 - - 210
Segment expenses 5,062 355 SE63 IR 115,350
Begmen] resalis 27521 [ L5:5) 44 ®7) RN TL,078
Biraneiai g 4,421
Flnancist expense ) _{3,94%)
Frofit before ineawe Lax 71551
Cneporate fegars [x (23,151}
Trofil For the year 48,400
Sates consist off
—Thousand euro
2007
Hakes EBG, Bkt
Rendering of servives i3
F26,200
Other segmment items inchuded in the 2007 income statetnenl are as follows:
Theozand
- : I —_— eurd
Fhotuvoitaic Fhermat Frojects Cells _ Compony
Bleprecinlionn ol  property, pant  and
cquiprsent {Noge &) 556 54 T - G1d
Amertivation of inlangible asscts {Mate 73 7 - - - 7
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Segment assets consis! of property, planl and equipment, intangible assets, invenlories, tiade and
other reccivables, loans to related companics aod cash and cash equivalonts. Segment lisbilities
consist of trade and other payables,

I} Secondary basis Fer scgmont vepurting: Geographical segents
It is not neeessary fo prepare a secondary information presentation foemal by segment since the
Company only caries out transactions in Spain. There are therefure no differeat yields or risks

within Spain since the various reglons in which the Company is active present the same ceonoinic
and political comdilions.
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Tho heading Land includes €72k relating 1o the fair value of a plot of Jand obtained by the
Company fiom the municipality of Puertoilano through the swap agreement dated 21 December
2005, wnder which the Cotnpuny ecqnires the kmd on which it will instalf 4 I MW solar farm in
exchange for the nssignment of the income obtained from this farm (o the municipality, equal to
SkW of installed capacity over 25 vears, This value has boen caloulated iy updating future income
by applying a market interest rale. As consideration for the value of the tand, SOLARIA has
reeorded a lability with (be municipality of Puertoliano In the same amownt under the heading
Trade and aofhicr payables which is updated regularly 1o reflect the financial effect, At the time this
trassaclion is recorded no result was geverated as the updated value of fdture income colcides

with the fair value of the fand. This solar plant was completed in 2008 and its delvery has yet to be
Eormnalized.

In addition, m 2005 e heading 1.and recorded an amouat of €41k that refates to the acyuisition of
a plof of kand in the Industrial Estate 1.2 Nava 11 that SOLARIA acquired from the Manicipalily of
Puertoliano for the price of €1/m2, by virtue of the upreement concluded between SOLARIA and
Fondescop and in application of the Municipal Incentive Regulations for mvestments that result in
the creation of employment in Puertollann, According to that agreemeit, SOLARIA will carry out
certain works and construct the instalfations necessary to build ap industry dedicaled to the
manntaching of thermal and photovoltaic sola panels and create 80 jobs within 24 months aler
the date on which the deed for the land was transferied. The differcnce between the acguisition cost
of the kand and its fair value is not signiticant.

Fuithermaore, there are several additions refating to the aequisition of hud adjoining the fuctory
totaling €895k which will be used w build solar plants.

The heading land and buildings inchides €50,878k and £5,622Kk, respectively, relating to the value
of the new reduciion factlity for pholoveltaic modules focated in Fucnmayor (fa Rioja}. This land

was acquired under & finance lease trom Banco Popular, through an apreement congliuded on 28
March 2008,

Transfers and additions recorded ander the heading Maehinery relate to the cxtcasion and fauneh of
virious photovolaic module production lines at those feetories.
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Tangibdc tixed assets under construction includes the ol b

- Consiruction weork for the new building for the cell maiufcturing plant,
- Censtruction work for the building that will supply eneigy to then ceft plant.
- tnstallation of machinery for the manufacture of photovolluic celts,

- Construction of a de-ionizution plant for the pholoveltaic ecll Factory,
- Installation of machinery to expand the photovoltaie module plant,

SOLARIA has taken oul a nember of insurance policies to cover risks relating {o fangible fxed
asscts. The coverage provided by these policies Is considered to be sufficient,

At 31 Decembez 2008, SOLARIA docs not record any tully depreciatcd property, plant and
eqaipmeat.

&) Assets being wognived wnder fincnce feases
Vehicles, land aud buildings in Fuenmayor, as wall as production machinery, we properly, plant

and cquipment that SOLARIA is acquiring under finanee teases, the cnst and aceumulated
depreciation of which is as follows:

TFhousand

. _ enyo

2008 2007

Capitatize] fnance lease cost 16,783 283
Accumulated depreciation L {317} {Z8)
16,4606 255

Tle vehicles themselves are the guarantec for the finance leases should the terms of the agreement
faif to be met (Notc 15),

8 Copitefized fnancial expense
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i

The linaucial cxpense relating to property, plant and equipment acquired during the your ond
deriving from boreowings obtained o construet the faclory and production Hues cte. has been
capitalfecd. These capitalized [namciai cxpenses tolaled €360k and have been inchided under
addilions of property, plant and cquipment under construction. In order to capitatize financial
expenscs that accrued before the launch of these assets, a capitalization rate of 5.47% has been
used, which represents the averape Inferest cost for the louns sed by SOLARIA to finunce these
investitents,

7. Intunpible asscts

Amounts and movenents in the Hems included under this heading during 2008 and 2007 arc as
[oHuws:

Thaousa
gt enre
Bolateee al - Addlfices Balances at Addities Disprasalbs Etttryints  Dalance
3L L208 12T the scape of &t
consolldolic  JE1208
n
Clost
Hesearch and develogineni 11 it
€XTenacs
Compater soflwarc 16 2 23 tl 3%
16 12 18 1 - T 5
Amertization
Computer soflwire 4 7 n 21 12
4 7 11 21 - - 3z
1z T3 13

At 31 Deeember 2008, SOLARTA does aot record any fully amortized intangible assets.
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Favestment fands

The balunce of investment fonds mabure in 2009 and 2010, The fund cnsures a yietd covering
H0% of the investment wade, provided (bal the market value of the funds is less than the
investinenl,

Graraatees o deposit

These items basically relale (o guarantess provided for projects being exceuled in 2008,

Bank deposils

At 31 December 2006 the investment consists of a SOLARIA deposit totaling €608k at Banco
Galicgo, which holds cash surpluses and matures in the short-tesm. The interest rate gencrated by

this deposit in 2007 was euribor plus .10% por year. This deposil was cancelled in 2007,

The amout of £508k refates to accrued inlerest yet o be coliected from 3 shosi-term deposit of
€40,000k that maturcs in 2008 and carvied under Cush and cash oguivalents {Note £2),

9,  Lozans to related companics
The keading Loans fo rehsted companies breaks down as follows:

_ ‘Fhousand ewro
2008 _ 2097

Rreceivables from related companies 42,244 . 30612

The beading "Receivables from associuted companics” #l 31 Decembor 2608 incindes the sinount
vet fo bo collected from Solaria DTE Corporacion, S.1.. and relates to the agrcements concluder
with SOLARIA for the caginesring and eonstruction of 2 photovollaic solar enerpy plasi on &
turnkey basis amd with instatled capacity of 11 MWp.

All transaclions with associafed partics were cavied owt under wmarket conditions.
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1¢  Inventories
AL the end of 2008 and 2047 this heading breaks dowe as [ollows:
Thousand
- cura
- R 2008 2807
Pheotosalkal Sk plants Phazdoveblsi
_Therpd o Hufad Theearl g Tatal
Raw materisis and  other
sppbes SED 14,168 - £4,757 799 Q'ﬁ,??'ﬁ ] 2?_,_5_3_2
IMinisked products 724 1,768 158405 160397 779 6472 7251
Pre-payments to suppliers T A - 7,964 - - -

L33 23901 158405 183618 1,57¢ 33287 34,786

Raw matertal inventories in 2008 asd 2007 fundamcentally relate {o cells ieeded to manufacture
photoveltaic modules.

Inventories of finished products io 2008 mainly rolate to constiucted solar plants that have not been
sobd al the ond of the year,

n 2008 a SOLARIA customer for which photovoltaic solar plams were being construeied asked
SOLARIA to eancel the conkraels due fo Onancing problems. SOLARIA has recovered executed
warks up to the rehum date and completed the construction of thvee plants in 2008, The cost
izeored on the construction of these plants is recorded as foished products under the heading
Tnventories (solar plants). These planls stavled fo generate electricify in 2008 and the amoent of the
genevaled energy s incleded under Other vevenues, as is indivated wnder 223, The amount
invoiced at 31 December 2007 by the planis refurned in 2008 totaled €9.433k, and has been
eliminated in the heading "Sales refurns” in the conselidated income statement.

Furthermove, in 2008 SOLARIA recorded a provision totaling €22,670k relating fo the receivable
from a customer with financing problems relating to the construction of a phofoveltaie solar plant.
As a conclsion to the agreemen! will (his customer, the Group recovered the sold project and
recorded ils cost under the heading Inventories {solay plants).

In all acguisitions of companies that took place in 2008, directors considered that a busizess was
not acguired and therefore they involved the aeguisition of assets, The price paid by SOLARIA has
haen assigned to the acguired PlLAs, and the purchase price is equivalent to their Lair value at the

acgiisition date. ‘I'he amount ol PLAS included under the heading “Solar Plants" at the end of 2008
totafed €12,833k.

SOLARIA has taken out a munber of insurance policies to cover risks relaling (o inventforics, The
coverape provided by these policies is considered to be suffictent,

1. '{'radc and other eeceivaliles

At the end of 2008 mnd 2007 this beading breaks down as follows:

Thuuxand earn
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2008 2007

Cuslomers 28,530 142,497
Other delioes 78 347
Subsidies receivable 375 4,546
Receivable from public entitics (Note 18} 32,735 -
- 61,718 147,390

The balance of "Subsidies reeeivable™ al 31 December 2008 and 2007 eclaes to a fixed asset

subsidy granted by the Ministry of Industry (Nofe 14, which had yet to be colleeted at the end of
the yeai),

Details of Trade receivables wre as follows:

Thousanid enre

2008 20407

Trade reecivables for invoices yef to be issued e PR
Reecivalies for puaranices retained 643 574
‘Prace receivables for erade bilis 4,621 U138
“Frude veceivables 15,22{ 38,600
28,530 142 497

‘The amount recorded under “Trade reccivables for invoices yet to be isszed” relate in full o work
careied out on pholovoltaic farms, for which the vevenue ks recognized on a degree of completion
basiz, a8 ts described in Wole 2.22.

The heading “Receivables for gnarantces retained™ relates to 5% of the fotal wark inveiced for
photovoltaic ffum installation projects, which SOLARIA will coliect at the lime the warranty
periad cods.
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Al 31 Deccmber 2008 the heading “Trade reccivables” mainty relates {o the bakance yet o he
coltected for solar fanm installation projects,

At 31 December 2008 the balance of “Irade receivables for irade bills” refaic {o trade bills sent to
customers for sales of photovoltaic modules and tumbkey projects.

The movenent in the provision [or impairment Tosses on {rade reecivables is as follows:

2008 _ 20117
At Jamtary - -
Frovision for impairment of recelvabics {E,000) -
Recetvables written off - _ - -
At 31 December ) {1,005 -

The allocation to the provision for the impairment of reccivables bas been included under the
heading "Change it provisions” in the income statement. Normally the amounts charged against the
provision arc climinated when no Rerther cash is oxpected to be recovered.
The boek value of Trade and other recoivables is similar {o their fair value,

£2,  Cash and eash canivalents

At the end of 2008 and 2007 this heading breaks down as follows:

Thousand ango
2008 2007

Cash at bank and in hand i, 142 153,163
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At 31 Becember 2087, cush includes £40,000k ielating {0 & deposit that malured on 3 fanuary

2008, which scorued interest tofaling €508k during 2047 (Nofe 83,

At 31 December 2008 the balances in the heading “Cash” mainty rceords the balanees availabde in
the bank sccounts maittained by SOLARTA.

13, Lquity

Eipnity

Equity consists of 101,146,667 fully subscribed and paid registered shares with a par vafue of €001
cach,

At 31 December 2{08 Eguily was distributed as follows:

Namber of Pereentage

shares inferest

Sobaria B Corporacide, S.L. §2,235 544 f1.53
Freasury shares FA470,163 1.45
Continuous market 37,440,960 37.02
Total o 10L146667 1600

On 1 Janwary 2007 the Universal Shareholders Meeting of Solaria Energia ¥ Wedio Ambiente, 5.1,
approved the transformation of the Parent Company infe a Public Limiled Liability company and
the splitting of e qumber of shares outstatcking by tansforming ench currenl share with o par
value of €10 each into 1,000 new shares with a par value of €0.01 cach, thereby increasing the
number of shares oulstanding from 77,760 Lo 77,760,000, without changing the equity fipure [or
Solnia Energia y Mcdioambiente, 8.L. The shares were attributed fo shareholders existing at the
time of he split who owned to the previous shares in the same proportion as those owned belore
the Resolution to {ransforn the shaves was adopled.
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On 21 March 2007 Solaria Nnergiz v Medivambiente, 8.1, filed an application with the Madrid
Mercantile Repistry to fransform tie Company from a private finited liability company o a public
timited biabilily cothpany, in zecordance with (he Resolation approved by the Universal Meciing
held by Sharchotders of Solarin Encrafa y Medio Ambiente, S.L. on 1 January 2007,

The Universal Meeting and the Board of Directors of Solaria Energia y Medicambicnie, 5.A., at
the meekings held on 24 May 2007 adopted, mnosg othors, resolutions regarding the change in the
Cowmpany’s governing body, the appointment of Divectors and the application for SOLARIA's
shares to be listed on ihw stock market,

On 15 June 2007 sharehobders adopted 2 resolution to ke a public share offering prior to listing
Sokarin Eoergls y Medioambiente, 8.A. sharcs on the Spanish stock markets. Is therefore incrcased
Sutaria Fnergla y Medivambionte, S.A. shave capital through a public share offering by £234% and
the issue of 23,386,667 ardinary registered sharcs of the same elass as those already in existenee
and with a par vahie of €0.01 por sharc and a share premism to be delernined while the minimum
subseription level was cslablished at €50k,

In addition, the above amount for the public share offering muy be increased by the shares involved
with the purchasc option "green shoe” musled to e companies that concluded the Underwriting
and Placement Agresment relaling to the Offer, involving & maximum of 3,508,080 existing shaves
with a par value of €0.01 per share, for o total nominal amount of €35k

In addition fo the share capilal increase dated 19 June 2007, for accounting purposes the share
premivm was established at £9.49 per share, which represents a total of €210,006k (nei of the share
capital increase costs tolating 1 1,933k}

O 21 Jane 2087 the company’s underoveiting the public slisre offer fully excreised the purchase
option invalving 3,508,000 shares in Solarla Boergis y Medio Ambiente, S.A. pranted by Solari
DL Corporacidn, S.L. by viziue of the Usderwriting and Placement Agreement concludod on 18
Tune 2007, at a price of €9.50 per share.
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On 12 Novernber 2007 he majority sharcholder of SOLARIA reached an sppewnent with Banco
Espaiiod de Crédito, Morgan Stenley and liper Jefitay to cary ont a private pacement among
guakilicd inveslors and invelving a package of approximatcly 10,114,000 shares in Sokiria Eocrgla
y Medio Ambiente, S.A., representing approximately 10% of that company’s share capital. This
provess was comploted on B3 November 2007 at & price of €19 por share.

As g result of the dabove, share capilal was eslablished al 1LB1LO0 lo €67, repiesented by
104,146,667 shares with a par value of €0.01 each and fully subscribed and paid in.

In aecordance with the resolution adopted by shareholders at the (Generat Meeting hold on 24 May
284F7, the Board of Directors waos sulhorized 1o acquire up to 5% of the share capital of SULARIA
for considoration at one or several fimes and within a period nof to execed 18 mouths, The
miimum price will be the par value of the shaves wnd (he wmaximum price will be 100% of the
lisied price o the Continsous Market at the tirme of acqnisilion.

Al of the shares i SOLARIA are listcd on the Towr offfcial stock markets in Spain and on the
continaons market,

At the end of 2008, SOLARIA'S shares were listed at & price of €1.91 (2007.€21.48).

J'I'E'-.'T.S'HJ':E sheires

Cn 18 Febroary 2008, and throughk the exeeulion of the Besolutions adopted by the Extvacrdinary
and Universal Meeting of SOLARTA hetd on 24 May 2007, P. Board of Dircctors unaeitnousty
adopted a Resohition to aeguire {reasiry shares in SOLARLA, at one or more times, in accordance
with e terms and conditkons catabished by the General Mocling and up o o misximuem amos of
£15,000k. In this respect, on 19 Febivary 2008 SOLARIA concluded a Liquidity Apreement with
Banesta Boksa, 8.V, S.A. in accordance wilh MNatioral Markel Comnission Chrcufar 372007 (19
Drecomber) roparding count inchudes the Apreements for the purposcs of their accoplancs as a
market practice. FThis spreemen! was renewed om 12 Juoe 2008,

At 31 PDecember 2008, Solwria Energla ¥ Medicambiente, 5 A, holds o total of 1,470,163 shares
with @ tofal value of €8,540k {2007: €0}

Share preminm aocowd

The share promium account arose as a result of the public share offering mentioned above and s
freely ovailable.
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in accordanve with the Spanish Companics Act, 18% of profils must he iransferred to Lhe lepal

reserye cach year until il represents at least 20% of share capital,

‘The legal reserve may be used 0 increase capital i an amount oqual to the portien ol the batance
that exceeds 10% of capital after the inercasc, Otherwise, until it exceeds 20% of share capital and
provided there are no suflicient avaitable reserves, the legal reserve may only be used fo oftset

tosses.

Foluntery resepves

This itcm refates {o prior year profits not disiribuled by the Company. These rescrves are fully

gvailabie.

Resfafcinent yeserves

Movements in this caption in 2008 and 2007 are as follows:

Balunce sl 31 December 20046
fnoreases

Doereases

Tax gfvet

Batanee at 31 Decembier 2007
hicreases

Decrsases

Tax wlfect

Balance nt 31 Decetber 2608

Thousand euro

Cash Mo Bedges

(7.259)

2178
(5,831)
(716}
7,248
(1,960)

(509)

b1




b4
ko
Solarta

The proposal to be presested (o the General Meeting of Solaria finerpia y Medio Ambiente, S.A.
regarding the distribution of 2008 profits/(losses) calendated under local GAAY, is as follows:

Thoesand
Curo
Available loy distribufion
Prolit For the vem 17,6543
Bristribelion
Profitf{ioss) for the year {17,654}

In February 2007, SGLARIA paid an inforim dividend {odaling €2,4 10,000 charged against 20406
profits. ‘Fhis deciston was tahen by the Sole Administrator on E5 Janmary 2087,

Al e Jate on which the interim dividend was spproved, SOLARIA liad sulficicnd liquidity to
make this payment in aceordance wilh the requirements established by Artictes .3 and 216 of
the Spanish Companies Act.

The peovisional accounting statement prepared by the Sole Administrator #1 31 Pecember 2006 is
as follows:

Peofit after taxes 31.12.20406 5,585
Projected interim payment (2410
{>ash Liquidity 4,224
T.ings of cradit not drawn down 5,487
Totak liguidity 12,810
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The breakdown of credits, assistance and subsidies received by the Company is as follows:

Gronfing entity

AR (MNatc £3)

HIAL (MNele E5)

nabsistry of Tndustoy el F5)
FERAR (Nate £5)

MIAE {MWete 13)

higiztry of Indusity Loan (MNotc 16}
hkasistry of Indusicy Eoan (Mot 163

CI511 {Note 16}
il fesistry of Inedusicy Loan (Mot 10}

Thueuzand
£UrR

B2
{1:2]
4,546
2%
3s
326
ol

52
131

0801

Purpnsg

Pale
granted

Tazly repayeicnt of the ban

arly repayenent of the foan

[Finaeeciag of fxed asscks
Losan irtorost paysnenis

Faomn inienest payments

Vinaneing of sssets and sebsidy of
operating cxpcrscs

Financing of pssets and subsidy of
pETRlING CXCnRCS

Financing of assais and subsidy of
apertting experses

Finuncing of personnel cosis

‘The anatysis of sharl and long-lerm Jeferved revenues is as follows:

Leng-teri deferred revennes
- Dperating prants
- Capital granes

Short-term defarred revenues:
- Ooersdin granls
- Cupidal prsndy

Total daferved vevenues

2510200
1404 21
E7 01204
20,10, 2404
LEGA, 205
05,1 (L2405
20072005

29.04.2400
9.0 2007

Thussand eura

L0038 2,007
5 a2
4,508 o B
4,862 4,570
- o

- £
4,863 4,030
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Fixed-assct subsidy fiom the Ministry of Indystry

On 17 Janvary 2006, the Ministry of Industry, Tourism and Commerce, through the Coal Mining
Restivcturing and Alieraalive Development of Mining Area Instilule, informed the Company of the
deciston reackied by the Project Fvaluation Commitice {o grant the subsidy requested for the launch
of # plant to marutaclure thermal solar modules and photovolaic cels. The invesiment considered
etigible for (he subsidy totals €22,732k and the amount of the subsidy granted lotals 4,546k curos,
which represents approximately 20% of the investment.  This subsidy will b paid at the
completion of the project, which is understood to mean that the investment has been made, ihe
payment of the amounls invested, the fustificalion of the tovel of seif-financing, the creation of the
npmber of jobs promised and the signing of the relovant verifieation documents. 1iowever, since it
involves a projeet that will be execnted over more than 12 months, taking inle consideration that it
commences at the date the assistance application is filed, payments on account may bo roquested in
the amount of 25%, 50% and 75% of the investment mady.

The granting of the subsidy is subjeet lo the foltowing conditions:

- The Company must cxceule at feast 10% of the lnvestment cligible for the subsidy before 31
Uecomber 2005,

- The deadline for making the entire investment: 31 December 2007.

- Osee the investment is made {l must be maintained or x minimuint o' § years.

- 25% of the invesiment eligible for the subsidy must be sclf-Ninanced, which must be proven
when justifving the investinent made.

- The subsidized project must maintain the job posts existing at the time the application is Filed
asd, aflerwards and belore 28 February 2008, must generate ninety jobs thal must be
mgintained until 28 Vebruary 2611,

In 2007 SOLARIA obtained a guaranlee for the Mipislry of Industry, Tourism and Commerce
totaling €4,500% {Natc 24) (o collect 85% of (he total subsidy geanted.

On 10 December 2007 SOLARIA requesied the early payment of 85% of the total subsidy in
accordimee with section 19 of the Order dated t7 December 200} (published in a Official State
Cazetle o 5 January 2002}, which regulates the concession of assistance lo business projeets that
generate employmaent. Ou 17 Javuary 2808 SOLARIA obtzined an advance payment, which was
eodlceted on 7 February 2008, and the remaining 5% remained outstanding.
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£3. Bank borrewings

TliI}UHI:I.I:HT
(R R
2008 2007
Enfify Shorl-| Long-term Fotal Shori- Lomge- Talal
lerm _ ferm fgrm
Bank borrowings | 2,605 | TEH 14,006 Ti2b 128327 13,544
Asmvunls pryable to official 234 1,706 Bgan| 46% 1,561 1,607
hodios B _
Total finanee kase labilities ETT 16357 16,697 55 183 243 ]
Fmportation facilitics | sodss| - 60,435 43,103 -l ALm
TOTAL | 63,704 29,374 93,078 | 43916} 14,3817 58,497

At 31 December 2008 these payables relaicd muinly to the [nuncing of rencwahle eneigy
mveshinenls snd energy officiency, as well as the development of the manulkcturing of all of
Sofaria’s producl lines and segments, As iy reflected in ghove table, these amounls have been
obluined from several credit fustitutions and public budies These loans were granted in prior yours
and are characlerized by the fact that (hey acerue zero inferest.

SOLARIA has obtained several Jines of financing for (he importation of production materials,

particularty pholovoltaic cells. These facilitics are negotiated wilh the aiin of contributing to the

financing of the Company’s expansion of production Jue to the extension of production capacily
during 2005,

I.oans cxisting al 31 December 2008 accrwe inferest at as aonual aversge ralc {ewibor plus a
spread) ranging bebween 4.50% and 5.35%. Therefore, the tair value of fong-torm bomrowings
approximates the canving value.

Al e Company's horeowinps are denomineted in ouros.
DTy

SOLARIA does not have any lines of credit not draws down at the year-cnd.
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The breakdown of the Hmils and malurity dates of loans fom financial institylions is as folows:

Thousan

d corn

Enlily riginal Trapsaction  Matwrity Sharl-  Long- Talal

oDt afe lerm teirm

Hndiny 412 Eoan VR 200 3K 80 113
Entity 2 547 Loan [4R¥2032 50 2R 178
Erndify 3 1,50 Lopan LHGGS2GES 2314 750 D64
Hetity 4 4500 Loan L3S 200G 123 4,174 £,501
Enlity 5 1,300  Lpan 23N0520GE1 357 T35 1,132
Friity & 6000  Loan 2000572084 L 5,404 . L0
Accnted inleres| ool paid 113 - L113
Bawls 2095 11311 14 086
Hreeity 7 348 Lo JOAHS2RES 54 188 242
Entity # 300 Loan LN BRI 1] S(13 00
Entily 9 00 Louan JOFEL2OES a7 186 XY
Erity 11} RBe1  [awm 15/ E220ES 123 T35 fat
Pulidic bodies 234 1,786 1,541
Entity 1 36  Finanec lease 202008 J{E 21 3
Liredily [2 &Y [nooce leasc 2UMERFIOEE 1z 26 13
Enkity 13 &0 Finanee lense 174172012 31 23 33
Entity 14 £l  Finance lease G3sE 02 1T ddd N
Ertily [5 d4  Tioapee leasc THAE2002 3 1% 22
Hhrity 16 B Finance lease 18R T2 2 6 &
Entity 17 11 Finance leass 18093012 ! 5 7
Ertily 8 6,300 Finanec lease ABAI2023 23 16,215 18,300

340 16,357 ';ﬁffm
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Solarks
Limit i
graied .
Entity 19 G500  leect 151 020 309 - 3,265
foeilities
Frafily 20 20,008 Iwporl FATA D 6,249 - 6,200
facilifics
Enley 21 21501 Iepert - §2,77 - 12,5947
Facitities
Emntiby 22 3000 Empan 258300 ih) - 7,354
facihilies
Ealily 23 lgfon  Fleming fH1 BA2009 T.228 - T 228
[eitity
Entily 4 ZED Empord 032000 13,395 - §3,305
facitities
Eawtity 235 10 Tmpoe - 9678 - 3,67k
faciliies
Lnlily 26 10,068 L.ine of crodit Q31172009 215 - 25
LEnlity 27 10,00 Linc of credi [0/ 40 - 443
Entiry 2% 21,960 Line of eredit OTMAF20ES - - -
Eality 2% 490 Lings of eredit 1082018 - - -
Entity 30 P30 Egh yieid - ot - i)
Importation facililies 0,435 - o035
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Solaris
As at 31 December 2007 bakmces with group and financial institttions are as foltows:
Thaasand
curn
Entity Crriginal  Transaciion Alafurity date Shori-term  Long-lerm ‘t'atal
Hamies it

Fafity | ‘£13 Loszs 12152011 iq F2E [
Enfity 2 ST Leoan 144142012 44 EBO 224
Entity 3 ES5045 Loan 10/4:6/2013 214 d 1,178
Entiry 4 4,50 o 15062016 - 4,504 o, S
Eriey 5 EADOHY Bonm BIGT LX) 1,057 L4740
Entity i & U00,008  Eoan 204052014 - 8,005 D00}
Aecrued foierest not paid E7 - 17
Banls 712 12,832 13 544
Entiy 7 348 Loan G062 3 16 208 255
Entiky & 30 Loan N0 A - 1 %) 385
Entity 9 £00 Laoate 1172015 - 2713 273
Entiry 1k 61 e TRA22015 - G0 Gid
Public bodies - 16 1,561 1,607
ity 11 5% Flnance lewss 200122001 b 3 A
Latiry 12 6% Finanee teass 290220 2 r dadi
Lintily 13 Gt EFinawe loase ETAEA20ED 11 iz 42
Bnkily 14 81 Finaoce lcase O3/ 1082 2] 36 Tl
Eniity 15 14 Finanec lease E2A0952012 6 21 27
Fnfity 16 & Finance lease FamY2 2 ! 5 f
Enfity 17 LI Finaznge leuse 180952012 s 7 9
Finanee leasey 35 133 243

ERTITH |
granted

Entiiy [§ HLOOO  Emport facitities 19,598 - 19008

Fnkify |9 HLGG0 Import facilities - 7,313 - 7,513

Bttty 20 - TH=scounts} balls 15413/ 2008 £5,5312 - 13,312

Entity 21 - Business - 280 . a0

facikilies
Imparistion facilities 43,183 - A3, 103
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Fmancial inslituton I

O 12 November 2004 a foan was obtained from the Mutify in accordance with the financing
agreement “Financing of investimends in renewable energles and energy efficiency™. This line is the
result of the collaboration between 100 and the Ministry of Science and Technology through the
Encrgy Savings and Diversiffcation Instiute ("lestilete para |s Diversificacian ¥ Ahorro de Encrgfa
(IDAEY™). The miigingl amownt of the foan totals €412k,

When oblaining this loon SOLARIA committed fo using the financing roccived exclusively to
finance the investment project presented, “Instalacién Témicu de ACS. Uso industrial”, and
miiatain the finaneed investment on its books for at least five years as from the Jale the agreement
was eonchded.

As a result of the financing facilities agreed bebween IDEA-ICO and (imancial institutions, TDRA
granfed SOLARIA assistance covering the initizl repaymont of the loan, (ofaling €123k {Note 14).
in addition, the IDTA pranted SOLARIA a credit for the interest accruing on this toan, totaling
£29k {Mote 14).

Iinancial Jnstitetion 2

On 14 Apeit 2005 1 lean was oblained bom the entity within the scope of the Tinance Agresment
“Tinancing of Investinents in Renowsble Encrgics and Energy Efficiency” concluded hetween the
emfity and {he Offcial Credit brstitwte (3000, Phis fine is the resuit of the collaborstion between
FUO and fhe Ministry of Scicnee and Tochnology through the Erergy Savings and THversification
fastinne (“hnstituto para ta Diversificacide y Ahorro do Tnergla (HXAEY). The original amount of
the laan tosals €547k,

When obtaining this loan SOLARIA commilied to using the financing received cxclusively o
finance the investnent project presented, “instalacidn do A.C.5. y RefTigeracion en Fahriea™ and
maintain the Hnanced investment on ifs books for at least five years as from the date (he agresment
wits conchuded.

As a result of the Inanciong Meffifics agreed bebween IDAE-ICO and financial ingtitutions, IDAE
granted the Company assistance covering the initial repavment of the loan, totaking € 164 {(Nofe
14}, B addilion, the IDAE granicd {he Company a credit for the interest accring on this loan,
totaling € 38 (Note 14).

Financial institution 3

On & May 20006 SOLARIA concluded a secondary loan agrociment n the amount of 1,500,000
cirns with an entity it Cludad Real, under the wmbrelia of the agreement conchuded belween ICO
and the benk, for the purpose of financing investiments in aow produstion assets for small and
mredinm sized companics. SOLARIA s invesiment project totals £ 21,300k and the most importanl
conditions that roust be met by the finzf benetictary of this subsidy agresment ave as follows:

- The amount financed by [CO fands cannot cxceed 70% of the investment if involving a
comnpany with between 0 and 249 employess,

- The final beneficiary must declare that it does not hold an interest in any company or group
of companies that does not meet the conditions {o be considered a smaH or medivm-sized
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business, or nuy not be an investee company of atly such company of group of compmiies,
and stale that ne thancing from fhe 1CO-PYME 2006 fine has been received ifi excess of
£1.500k.

- The final beneficiary undertakes to cnsure that {he total “minimis” assisfance will pot excecd
€100k over 3 yoars,

As puarantees for this loan, SOTARIA agreed to a marigage guaranice involying one of the plots
of land lacafed s Fuertoltano, once payment has been Justified unl it has cotered into operations
and will maintain in & bank accound at least three loan payments, which total € 321k,

Financial institution 4

On 9 May 2006 SOLARIA coucluded a2 secondary foan agreement in the amount of €4, 500k eurns
with an cafily in Ciudad Real, under the umbrella of the agreement concluded behween K00 and the
bank, for the purpose of finarcing inveshents in now production assets for small and inedinm
sized companies. SOLARIA’s investment project totals € 2H300k and the wmost imporiant
conditions that must be met by the final beneficiary of this subsidy agreement are as follows:

- The smount finaeced by 1CO funds cannot exceed 70% of the investment i[ involving &
company with between 10 and 249 cinployees,

- The final henclielary must declare that H s not an investee cotpany (25% or moire) of any
other company or group of companies that do oot, as a whole, have & general balunce shoet
cxceeding 43 million cutos and tunover must be Joss than 50 izillon enras,

- The figal beneticiary undertakes (o ensure thal the total “minimis” assistance will uot exceod
Ci00k over 3 years.

As guarantees for this foan, SOLARIA agreed to 5 mortgage guarantes involving one of the plofts
of tand located in Puentollano, ofiee payment has been Juslified and it has entered Into operations
and will mafntain in a bank avcount at feast three Toan payments, which total £ 964k,

B order to cover fluctuations fn interest rales refating lo the two louns mentioned above, the
Company has obteincd an interest rale hedge Fom Banco Coaperative  Espafiol, the main
characteristics of which are deseribed in Note 17.

Firancial insfilution 5

On 23 Oetober 2006 the Company abtained a £ 1,800k losn from the entity.

Financizl ingdilution &

Cn 23 Octaber 2006 the Company obtained a € 6,000k loan from the entity.

Tn order to cover fluctuations in interest rales refating (o the loan from ihe entity, SOLARIA

obtained an interest rate hedee from thal financial instinttten, (he main characteristics of which are
described in Wale 17.

Finznoial nstitetion 7
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(i 2% Oetober 2004, e entity informed the Company of its participaiilon in (he Technological
Innovation project culled “Dovelupment of a Photoveltaic Panel Assembly Line”, consisting of a
repayable, intercsi-free grand that may be co-financed by FEDER Funds, of up to € 348k, of the
total invesiment aceopled by CDTY, which totaled € 869k, This approval is subject to the following
condilions:

® A share capital increase, or increase plus premiem, lotaling €345k and consisting of
mometary conlributions,

* Security for the entity’s Loan or sufficient giarantees in the opinion of entity,

According to the aprecinent established between the cntity aud the Company, the latter opted fo
obtain ihe Bank prelinancing Mne for CDYI R&D projects in 2004 in order to facilitale the
finaneing of the Project up untif the {ime the amount loaned by {he entily becomes avaitable. “This
Hine allows campunies that have gained approval for a CDT R&DH  project to chioose helween
oblaining the amounl yranted (hrough a raditional milestone completion cerfificalivn system
(pattial payments) or in advance (hump sum) through a bank foan of up to 75% or 60% of the
amounf granted.

The assistance granled by the entity consists of an interest-frec repayable loan folaling €348k,
talling duc on 30 June 2013,

On | June 2006 the agrecment concluded hebween the entity and SOLARIA was amended to
replace the personat and severa! guarantes by thirteen bank guarantees tofaling €348k {Note 24), Af
3 Docember 2008 11 puaranices remain in foree.

Financial institution §

Chn 3 Janusry 2007, the Entity informed the Company of ils participation in the Technological
Tanovation project caffed “Development of a Photovellaic Payel Asscmbly Line™, consisting of a
repayable, intercsi-free Joan of up to €500k, based on the total budget accepted by the colity
tofaling €L071k. This upproval was conditivned {s (he invesknents and cxpenses, or EXPCHSE
cammilment, that would be made or incumed between | January snd 31 December in the year the
assistence is granted,

The assistance granted by the onlily consists of ag intercsi-free repayable loan fotaking €500k,
falling dere on 30 September 2016,

Financial insiitution 9

Om 26 July 2005 the cnlity adopted o Resolwtion to grant SOLARIA repavablc assistance to finance
the project to manufacture photovoltaic modules and colls. The tola) amaount of the financed badget
is €965k and covers all costs and investments neecssary to Jaunch the above-mentioned project,

The zssistance consists ol a €400k interest-free foan to be repaid over 10 years, with a 3-year prace
period. ‘This assistance iz subject to several conditions, among witch is the obligation to make the
investmcals and incur the costs between | Jarmary und 31 December in order for the assistance to
be ganted,
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O 27 Decemher 2005 ihe Company requested a 6-month extension to the prajoet, payinent and
presentation of documentation (up to 30 June 2006). the veason for which (his request was made is
the delay in the delivery and installation of some of the ligh-fech equipment mvolved with the
project. Oz 30 December 2005 the Director General for Industrial Developmient at the entity fssucd
a Resohution exfending the deadiines for making aed justifiying the investmenls unti 30 June and
31 Tuly 2006, respectively.

SOLAREA has deposited a guarantee tor € 400k euros in favor of the entily (Note 24} to cover the
guarantees requrired tor the above-mentioned repayable loan.

Finauneiat institution 10

O 5 October 2005, the entity adopted a Resolulion to grant SOUARIA repayable assistance to
Linancs the project for developing & prototype concentration (hermal sokar collector and (he kunch
of a production line. The total amount of the fnanced budget s €F, 148k and covers alf costs and
nvestments necessary (o Jaunch ihe above-mentioned prajeet.

‘The assistance consists of a €861k inlerest-free Inan to be repaid over 10 years, with a 3-year grace
period, This assistamce is subject fo several conditions, among which is the obEgation o make the
investments and incur (he costs between 1 Janvary and 31 December in order Lor the assistance tn
b manled.

Ui 27 Boeemaber 2005 the Company requested a G-month extension fo the project, paymont and
presentation of docurmentation {up to 30 June 2006), The rcason for which this request was made is
the delay in the delivery and installation of sume of the high-tech equipment involved wilh (he
project. On 19 Tanuary 2006 the Director General for Indestrial Development @t the entity izsued a
Resolution extending the deadlines for making and pustitying the investments vt 30 June and 31
July 2008, respectively.

SOLARIA bas deposited 2 goarantec for €861k in favor of the Minkstry of Industry {Note 24) o
cover the gnarantees required for the above-mentioned repayable foan.

The maturity dates for amounts owed to credit institutions are diskibuted as follows:

Thousawd euro

Matarity date 2008 2607
Up to | year 63,704 43 914
Belween ¥ and 5 years 5,481 9,738
Maore than 5 years 20,801 4,843

93078 58497

Conlractual future undiscounted cash tlows relaling to outside borrowings obtained by SOLARIA
at 31 December 2008 arc sof out 1 the accompanying table:
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Fhpusand
[ H ]
2680 ZOIG Z4 1012 2013 Soseguen . TOTAL
t years

‘:;‘;‘k borrowings (Nots 63,364 2825 2,822 2,371 2,246 2,753 76,381

Fisance leascs L1509 172 1701 1,660 1,720 £5.443 13,416

Enteresl on Bant foans 3028 1377 7,189 1,006 R4 1,195 10,615

and overdrafis

Dierivatives 74 A7 350 734 175 I L6

67,625 6,208 6,062 5 258 4,981 21,512 111,358

Finance leases

‘e main finance lease reeorded by SOLARIA at 3F December 2008 relates to a kase concluded
with Banco Popular on 28 March 2008 for the amom of 16,500k for the factory located in
Faciauyor and the associsted land. The Tease has a fom of 15 YEUTs.

The interest rale acoming on this leasc fs 1-year curfbor phus a spread, sithongh il has a thoor of 4%,
Given that at the date (he fease was conclided the interest raic of refercnge was higher than the
Nuor stipifaied n the bease, there Ts o need to separate the embedded derfvative at that Jate,

The total amount of the gross obligation derivisg from lhe finance lease — minimum payments for
the lease 8t 31 December 2008:

Thousapd
L _CHrG
2008 2087
Finanice leasc Liabilities, minimum lease payments:
- Less than § year 1,159 63
- Between | and 5 years 6,818 2i4
- Morg (han 5 vears 15,434 -
23416 277
Futire financial charges for finance leases _ 6,719y (34)
Presond value of finance lease liabilities 16,697 243
The present value of finance lease liabilities is as fullows:
- Short term 340 a3
- Loog term 16,357 180
TOTAL £6,697 243
16,  Trade and other payables
At the end of 2008 and 2007 this heading breaks down as folows:
Thousand
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———— BHros
008 2087
Trade and other creditors 49,309 34,417
Customer prepaymcis (Note 10) {2 8,367
Payables to public administrations Mole 13) 1,170 5,800
Fixed assef supplicrs 3,289 7,075
Acerued wages and salarics 4172 -
Cither cwrrent liabilities 2 177
54,174 55,896

‘The book vatuc of trade and other payables is similar to their fair value.

The balances included mnder the heading Tiade and other payables at 31 Decomber 2008 and 2007
[ali due in between 90 and 120 days. In the casce of purchases of photovoltaic cells, the pavinents

take place in between 1 and 60 days.
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17. Derivative finaneial instruments
Hedge instremnent assets and Habililies at the end of 2008 and 2087 zre as follows:
Thouszml
. —___ CRTS
2088 2007

— Asset Tagbilly __ Asset Finbilify

Fair value of derivatives not used B book hedges

- Intorost rale - £,229 ] -

- Exchanpe rato - - - 986
- 1,229 13 286

Fair valua of derivatives used fr book hedges

- Interest rate - 247 - 24

- Fixchange rate - 481 - 7,238
- 728 - T2

Tatsl - 1981 13 g24s

a)  Ieterest rate bedge

tn order o profeet ageinst fluctustions in the inferest rate applicablc (o the loans obtained from Caja
Bural totating €1,500k and €4,500k viros, vespectively (Note 15), the Company hus obtained an
infercsl rale hedgs from Banco Cooperative Espafiol, the wwin characteristics of which are as
folkows:

nftial nodional amoust: €5,863k

Muaturity date: 12 December 201

Variabie I payer: Bunco Cooperativo Hspafiol

Vaniahte | rate: 6-month ourfbor

Wariablc IF payer: Solaria Energia y Medio Ambienie, S.A.

Variable I rate: 3.96%, in the event that the ewribor gocs {o 5%, there is a 0.10% credit.
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The matarity dates for the derivatives are as follows:

Yeur Thousand euros
2009 536
2010 857
200 4071

Caja Rural de Cludad Real granied z €300k goareniee to Banco Coopeestive Espafiol in
SOLARIAs favor to respond 1o the obligations that may derive from the inlerest rale swap credil
concening the above-mentioned micresd [MNole 24}

In order to protect against Muctuations in the intersst rate applicable to the loan oblained from Caja
Madrid {otaling € 6,000k (Notc 15), SOTLARIA has oblained au nlerest 1ate hedge from Caja
Madrid, the main characierisiics of which are as follows:

tnitial notional amount: E6,000k

Fixed rate payern: Solsria Boergla y Medio Ambivibe, 5.A.

Tived rato: 4.63%

Variable rate payer: Caja de Ahorros y Monte de Piedad de Madrid
Variable rafe: 6-month cwribor

The maturity dates for the derivatives ave as follows:

Year Thousand euros
2009 600
2010 5,/HK}

b) Farcign exchange hedge

In order fo hedge apainst cnrency exchangs rate fluctuations involying the curo and the US dollar
im corbsin produclion achincry acquisition transactions projected in 2009, SOLAREA has abiained
a hedpe from Barclays, structared through a currency option with a keock ouf of €1,11, Fhe mam
characteristics ol this fransaclion are:

Izitinl notiona} amount: $8 million

Strike price: 1,30
Maturity dote: 10 June 2009,
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c) Derivatives that dn not qualify for hedge sccounting

SOLARIA has obtained an interest rate swap from Banco Popubar with the following
characteristics:

Enitial notiorat amouns: €16,500k

Fised rate payer: Bolaria Energia v Medin Ambicnte, S.A.
Fixed rate: 4.985%

WVartable rvate payer: Banco Poputar

Variable rate: 12-month curibor

‘The maturity dates for the devivatives are as follows:

Year Thousznd
- RO
2810 503
2011 Ruh
2012 942
2013 G|
2084 13,168

This inderesl rate swap does not gualify for hedge accownting since 1l is not highly efficient at the
start of the hedpe and in sulmequent years,

18. Corporate income tax and éax siluation

‘The caleutation of corporate income fax expense [or 2008 and 2007 is as follows:

Thossnnd ewro

2688 2007
Brook profitiinas) before taxes 30,658} 7E3551
Bfferences fir cxpenscs taken direcely to equity {10,719} .
Femporary difterences 28579 f3ain
T base . {11,798} 67,510
Vax basc thrauph the apgplicable tax rate: 22081
Subsidiarics 642
Parent {4,179
Deductions o - {i2)
Currend yesr lax 632 23,242
Withholdings and inferim paymcats {5 {7013
Ak pavalibed{refundable) [, 232} ] 15,050
Tax credits for tox-loss corryforwards (4,179 -
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The breakdown of corporate income tax in {he income statemant is as follows:

Thousand cura

2008 2007

Currosd year Tax Gitd 23,242

Drefarred tax for the year {9,818} 3

Chanpe in fax rale-deferved tax lizhilitics - {90}

Corporate income fax (9,196) 23,151
The reconcilialion of the tax rate is as foilows:

Thousand

euro

2008 2007

ook protit/(loss) bofore tuxes {30,658) 7§,552

‘Tax expense/{incame) at fhe applicable lax rate o4z 23,254

Change it he lax rale - {930}

Daductiong - {2}

Oirer adustinents {0,518} {1}

Cotporale incoine tax expense/{income) 9,198 23,151

Effcetive tax raie 20.00%, 31.36%

In accordance wilh the provisions of Article 109 of the Corporate thcome Tax Act, the Company
bas availed itself of wwestricted depreciation for new fixed assets, which may he depreciated
withowt restriction provided that deing the twealy-four months foowing the start of the tax period
in which the assets enter into operation the average totsl number of employces ol the Company
inereases with respect to the averape payroll io the preceding 12 months and this incrcase must be
maintained from an additional period of twenty-four months. The amouct for tems far which
wnresiriclod depreciation is epplied totals €3,329k, giving risc to the relevant deferred tax,

By virtue of Lawv 35/2006 (28 November), on Fersonal Income Tax and the partial atseadment of
the tows governing corporate income tax, non-resident income tax and wealth tax, in tax poriods
commencing as from | lanvary 2007 the corporate income tax rate is 32.5% and 30% in tax periods
started as from ! January 2008,
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Deferred tax assefs and Hahillics consist oft
Enrn
2008 _ 2007
Detorred fax liabilities 993 1171
Dicferred tax assels 13,471 _ 5,689
Movemenis during tbe year in deferred tax assets and Habilities are as follows:
. Euro
Derivative
Unresiricled financial  Deferred :
Deferrved fax labikiles depreciation instrumenfs  revenuds Tutal
At 31 December 2008 67 4 05 166
Debited{credited) to rosules (Wi [ £ 1090
Change in the tax raie {24} - {4y (8%
At 3 Beecmber 2007 §08Y 4 TH 1,173
Tiehitedf{eredited) to resulis {56} {43 (78) {178}
Charge susinst{oredit to) equity - - - -
At T Pecember 20846 093 - - EES]
Thousand
(Wl gi]
Other
Derivative mdinslae s Capital Tax vredit
finnuncial an i ereRge for 2808
Breferved tax aszets insirurments consalidation UXPUDEEE lnsses Total
Al 3 Becember 2006 9 - - - g
Drehited Eeredited) [o results 312 - - - 3z
Clrmge agsinsiforedif do} cquity 3339 - JA84 - 3,843
Chanpe in @ax eate aken [ poome (25) - k4] - 5
slaleanent
Change i tax rale laken o cguity {T81} - (298} - {479}
At 31 December 2007 2,474 . 3,216 - 5,690
Dichitedferedited) o resikis (280) R - 4,174 12,957
Charge againsticeedis to) equity {2,060) - {32153 - £5,170)
At 31 December 2008 218 9,074 - 4,874 15471

Beferred tax assets and liabititics are only offset if there is a lopatly cnforceable vight to sel off
crercnt and deforred 1ax assets and liahilities relafing 1o the sume tax anthoritics.
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At 31 December 2008 alf of the tax retuwrns filed by SOLARIA Lor the periods that have not become

statute-harred are open to fnspection.

As a result, umong other things, of the dilferent interprefations to which Spanish tax legislation
feuds itself, additivnal tax asscesments may be raised in the event of a tax inspection.  The
Directars consider, however, that any additional assessments that mipht b made woukl not

signilicantly affoct these consotidatod sccounts,

The breakdown of taxes and Social Security al the end of 2008 and 2007 is as follaws:

‘Thousand

BUYD

— 20008 ] 2007

Receivalb Payaile Reveivab Payable

de —_

28 vorpurate incame s 7,574 - _ _
2007 comporate ineoens G - - - 15,05{
2006 carpurai: income gy, - - - -
200F vorperate Ineomes s 17 - E7 -
204 corperits tneome tax 12 - 12 -
{urrent taxes T3 - 2% 13,1150

The balances inchuded under "Trade and ofher receivables” (Note 11} or "liade and other

payables™ (Note 16) are as follows:

Thuusand curg

2008 2007

Meccivable Payable  Receivable Poyalile

VAT I2A28 53 - 5330
Peesomal incenneg dax withhaldings - HIZ - 210
Hoctal Bevury condributions - 307 - 3
Copilaf withhaldings 337 “ - -
Corparate ineome [ax refundabiledpoyabis . - (=] - -
32,735 1,170 - 5,06
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‘I'ransactions carried ont in forcign currency {(US doliars) are as follows:

Purchases
Services recetved

Sales
Setvices rendered

by  Comsusmplion of raw and eticr consomalle maferials:

Conswmption of raw and other consumable materials:
Dillerence belween opening and closing invenlories

¢}  Persoanel costs

Thorsand curos

2805 2887
(127,525 (03,378
(12?,523; {Iﬂ3,3?3;

171
17 i_ -
Thousuad
2008 2007
230,235 116,918

12,779 (17,131

243,014 99,787

The breakdown of the persanncl cosl heading ot the end of these years is as follows:

Wages, ratarics and sintlay remuneration

Sdafl wellore expenses
Operating grants offsc

Thonsand ewres

2008 2087
12,897 6,591

3,038 1,582
15,935 _ 8,075
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Ak the ed of 2008 wnd 2007 this heading breaks down as follows:
2008 2007
Men Women Folal MMen Wimen Total
Engineers 1% | 22 3] ; 20
University graduates 26 b 46 6 3 4
Factory stalf 299 168 447 339 200 539
343 192 535 364 204 368
the average number of emplovees during the year is as tollows:
T 3608 2007
dlen Women Total  Men Women Total
tnpineers 19 3 22 I3 1 14
Elaiversily 1.3 12 28 ! 2 7
graduates
Vactory staff 39 Fa4 503 O {15 303
d5d B 553 2i6 108 324
The Company records no comemitments for pensions or similar items for parsonnel,
d)  Exteraal service expensc
At the year-end this heading breaks down as follows:
Thausand
CLEIGS
2808 2007
Tlent and rovaléies 541 ER3
TRepairs and maoinfenance 34t 2E2
hrdependent professionat services 1,193 337
‘Fransport 4 137
Banl services 1,220 231
tnsurance promivms 51 46
Adverlising 1,0:40 561
Supphics 457 168
Security ETH) 64
Othey S S8 785
1.947 3,124
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Loss on the disposal of non-cament sssets
Pralit un the disposal af nom-vurrent assets

1§ Einznciat ineome ani expense

I
o

YSolaria

Tlhousand euros

2808 2007

- )
- G
_' .G

Thouszad enro

Interest ncome- hunks

Enterest income  related companies

Changes in fair value

Gakns on cxchangg

frterost expense

Chungges in fak value — derivative finaneial insteurnenis

F.osses on exchange

derivative Bnsacial inzfruments

FINANCIAL INCOME{EXPENSE)

2008 2,007
5,394 4,185

- 22
5,394 4,207
956 44
3,864 170

£ 850 214
10,244 4,427
Tharsand cuin

” 2.008 2007
5,498 2,530
1,229 [z
7,521 £006
14,248 3048
(4,004) 473
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26, Earnings per share
n)  Basic

Pasic camings per shave are calemfated by dividing ibe profit attributable o SOLARIA's
shaveholders by the weipghted average mmnber of ordinary shares in the year, cxcluding treasury
stiares acquired by SOLARIA and held in its portfolic Mote 13).

Thousand

eurg

2008 2007

Profit/(loss} attributable to SOTLARTIA’s shareholders {21,462) 48,400

Weighled aversge number of ordinary shares
100,228,692 54073477

Basic earnings/{iosses) per shars (€ por shar)

(0.21) 0.96

I¥} fFilated

Diluted eamninps per share are caleulated by adiusting the profit attribulable o SOLARIA®S

sharcholders and ke weighted average number of cutstanding shares to reflect the conversion of all
ordinaty shares that may be poteniially diluted.

At 31 December 2008 and 2007 no inslruments have been issued thal may be conveited to ordinary

shares thet may potentially be diluted. Therefore the basic earnings per share are equal to the
diluted carnings por share.
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2t.  Cash generated from operations

Thosand enro

2008 2007
Profit before incoms fax {30,658} 74,551
Adjusiments for;
- Amortization of intang{bls assets 21 7
- Depreciation of property, plant and eguipmeni E,T07 625
- Deferred income taken to profi and foss 30 {44}
- Ciperating subsidies olfscl againg expenses and depreciation

; (FE3)

-~ Net loss on the disposal of non-current sssets - 3
- Trade veceivable impairmont fosses 73,676 .
- Financial income {10,244) {4,421)
- Financial expense 14248 3948
Changes in workiag capital;
- tnventories {142,832) {17,130
- Trade and other reccivables 30364 (169,615}
- Tiade and other payables {1,722} 47,332
Caush used i operations {101,360} (67,257}

In the cash flow statenicnt, proceeds from the sale of nogt-current essets include:

Thonsan

i czro

2008 2087
Net carrying value of property, plant and equipment {Note 6) - 86
Loss on disposal of property, plant and equipment (Nolc 19 (e)) - (3}
Hevenues from dispasal of properly, plant and equipment - 23
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Treomscretionts With 1a casft ovemenis
The main transactions with no cash movement were:

- The acquisition of the Tucnmayor fwclory end the adjoininge lund under a finance lease in
2008, The cust of the acquired assets fodalcd €16,500k (Note 63,

- The waryin relating to the extent of completion at 31 December 2007 For the plants returncd
duritg 2008, which totaled €30,245k (Note 10),

22, Related-party fransactions
%) Puarent company

Soliria Energla v Medio Ambiente, 5.A. {5 controlled by Solarla DTL Corporacian, §.1.., which
holds 61.35% of the sbares in Sokwia Enerpia v Medio Ambiente, 5.A.. AN the other shares in
Solirtt Energla y Medio Ambiente, S.A. arc traded on the continuows market. In twen, the shares in
Sodaria DTL. Corporacin, S.L. pertain to the family Dixz-Tejeiro, Instalacivnes Diaz Tejeira, 5.0,
is & related company,

bB)  Relaled- pariy fraussctions

Fliousand eura

_ ) 2008 _ 2807

Expensey Revenues _Expenses _ Hevenoes

Solarla LrL Corporaciin, 8.8, 340 30,454 400 26287
Instataciones Dine Fejciro, 81, i 41 - L. 22
231 36,494 400 26,230

‘The revenucs involving Sularin DFL Corporacion in 2008 and 2007 refate to the sales made to the
wijorily shaveholder of Solaria Fnergiz y Medio Ambiente, S.A. with respect to the lwmkey
confract mentioned in Nofe 9.

Expenses m 2007 relate fo management and administration services Ror the service agrooment
between Solaria Mnergla y Medio Ambiente, S.A. and Sclaria DL Corporacién, S.L. which
expired o 30 April 2007, Expenses in 2008 relate fu the operating lease for the offices at Calle
Velaquez 47, where Solaria Energla y Medio Ambiento, S.A. is located and services expenses
rolating fo Inslalaciones Diaz-Vejeiro, 5.1
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¢} Campensation fo key excentive pevsonnct and the Board of Dircetors

The Dhirectors of SOLARIA have acerned €2,782k in 2008 and €1 446K in 2007 {or wages angd

salaries, Tn addition, Dircctors compensalion for attending Board meetings in 2008 totaled €490k
and £370k in 20407,

The Company records so commiitnents for pensions or similar items for executive personnel at
SOLARIA. No advanee payments, Ioans, retirement awards, Hife insurance or special indemnities
fave been granted.

d)  Year-cud halances arising from safes/purchases of gandsfservices
Bee Noto 9, “Loans to relaled companics™,

In 2008 and 2007 it was not necossary to form amy provision for loans granted to related
COMmprties,

e}  Dirvectors’ sharvehotdings, posilions and duiies und activilies

TFor the purpnses of complying with the provisions of Article 127 ter 4 of the Spanish Companics
Act, these Notes to the asnual acconitls include infinmation relating to shareholdings and posts
held by members of the Board of Directors of Solaria Fnergla v Medio Ambiente, S.A. in other
companies with the sarse or sepplementary activity as that carricd out by the Company,

Relevant shareholdings held by members of the Board of Direclors and Senior Management in
other comnpanies that have the same, similar or suppleinentary activity as the Company or Group's
corporate purpose, which have been reporfed (o the Company, are sel out belowy indicating the
positions or duties exereised at these companies.,

R THT Nime of the campany %
o the Director interest CHfice or duly
linriepue Dar-Tejeire Gulidmez  Solaria DTE Carporacidn, S.1 20%; Joinl and Severyl
Adenitdsirnior
Instalaciones Paz Tejeivg, 5.1 0% Joinl and Scverad
Administrator
Enrigue P¥as-Tejelro Lareafaga  Solariae IVEL Corpomeitn, S5 2% {Foneral Fepst roprosentalive
Artira Pige-Tejelro Lareadisgn  Solariz 1F. Corporacion, 5L X% {ienerid logst representutive
bligact DHaz-'l'ejeire Lamatapa  Sobwcia DTL Coeporacitn, S.1 2094 Foint and Sevagal

Eitipe Sagarday Simdn
wiariee]l Arpificoeta Farrer

Administeatlor

None of the members of the Board of Directors holds any shareholding in companies that have the
same, similar or complementiry corporaie pipose as SOLARIA or its Sroup,
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23.  Other information
a)  Audil fees

‘The fees charged by the audit for servives rendered total €224k cures {2007: £90k).  Auditor Tees
charped for other services relating to the audit amousled to €3k (2007; €525K).

b)  Ewvironment

SOLARIA bears envirommental protection laws in mind when carrying oul its operations. The
Conipany believes i subslantially complies with such kaws wnd it maintains procedures desisned to
encourage and guarantee compliance wilh them.

SOLARTA has adopied all appropriale measures with respeed 10 the protection and improvement of
the environment and the minimization of any coviroomental impact and complies with current
fegislation in this respect. Duning the years 2008 and 2007 the Company did not make any
investments of an environmental nature awd did not incur any oxpenses reluting to the protection
akl improvemest of the environment, and did nof consider it necessary to make aay provision for
environmental risks ar expenses since tere are no contingencies refating to the pratection and
improvemend of the environment or any environmental iabilities.
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24,  Gaaranfees

%)  Bank puarsntecs
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The breakdown of the bank guaranlees provided by SOLARIA that arc in force at fhe end of 2008

and 2007 are as follows:

Thimsand
CHEGS

Bencficizry

Minsley of ndustey (Mote 15}
Minisicy of ndustey (Nate [5)
Ministry af [ndusley (Mote 153
Energy and hMining Pulicy office
Fierpy and Mining Pobicy vilice
Eacrpy sad Mining Fobicy ollio
Encrgy and Mining Policy office
Mintsley of Endustry (Nole E5)
Baneo Cooperative Fspatio] (Nole F8)
CI¥EH{Mole E5}

CI¥FET {Mnte 35}

Murdctpality of Maerolkino
Heoginnal OffSee of the Yababolid
Enctuwslral, Tourizm gl Commcree
Service

Hegional Office of the Valtadelid
Indusirial, Poweismn and Cownerce
Service

[herdrola Ddstribueion Bidotrica SAL
Iherdrpls Distribucidn |Héelnica SAT
Endeza Conpererscion y Rerovabiles
Energy and Miring Policy office

E.a Veneeiana Crise Nogte

Business Workd SRL

Globesol Enversianes 51

¢ o] Inversiones 5.

Cibnlvasol Enverstones Bi.

L& Veneaiang Crisa Morte

L Biujn regiona! povemmeat

Beal Madrid CF

Feerglebasal

Finanee and Tax oftice =l the hMwcia

rewonst govesament
rerdrola Distribeecion Eléotrica SALL

Unidn Ferosa Distribucidn SA
Alfma meenicipal sutitonties
Alkams munictpel methorities

Villapsievn de la Seresa  municipst

ailiGrtics

Vitlanevs de la Scresa  mwmnicipal

atetharilies

Nem

Repayabie boun

Repayvable foan

Sbsrdy

Autbartealion for 20 instalkation
Authorization [or 2000 instalkuifon
Aulhorizatien e | 50EW instalkiion
Antheriealian for 150MW fstalbagion
Sulbsidy

Inlvzest credit — Mlerest rate hedpe

Repuyabic assistances {10 gnarantess — 26,740 euros)

Lepayable asststance {1 gaarantee)
Construction i Pucrtodlana

Paevation and launehk of a 8.3MW photovoltaic plant

Exccution and levsch of a ShW photovoltiio plant

Increase in capacity ot the Logafie 5T
Increase i capacity af the Lograiio ST
Choder compliance altigalions

Adminisirative authociration for & IMW pluat

Paymert non-cempliance
Forelgn investnent projoect
Paymeni cusnnyilment

Paymont connilment

Payment conunéenl

Paymeil aon-compliance

7 MW Photovobisic plaot
Conlrt payment compliance
Paymend guarantes

Erstribution nelwork access hond

Nebhwork disconnection instaflations

Eleetricily vracuation
Construction Hocnse

Public infrastruciues snd damapes
Lheclpaney and bushisss liconse

Vrefermd of payment of locat fecs

208

400
#al

4 506
BOL
RO
e
£.77
4,500
300
247
27

&

A4, E5{

2,500
f20
KA FE
151
St
1,506
3
2,469
Ml
T.635
1,5
3,504
424
E.7la

EREE

Ll
56
i1
200

E10

1,882
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SOLARTA has received a surety in the amount of € 723457k Brom g constraction company fo
secure a contract fur the construction of two industrial buildings to produce phodovoltaie cols.

b}  Warrantics

by Warrantics

i} Waaranties for awnkey confracts

SOLARIA wanranties defeels and problems relating to the cxecution and complelion of the
construction of pholovoltaic plants, provided (hat they are directly atfributable to SOLARIA. The
warranty covers three years after the date of final delivery of the photovoltaic plant.

‘The warranties assunted by the Company with respect to the prodects and materials supplied for
the constiuction of the plants is covered and fimited by the warranly granted by the manufactivers
of the materials concemed.

#) Operating and maimtenoitee conivact Waorroniies

In1 2006 SOLARIA coneluded 23 operating and maintemmes conizacts for turekey projects and, as
the builder of the plants and the party rendering operating and mainfenance services, SOLARIA
wanrantics owlput at Y0% of the estimated production of the pholovoltaie plants duripg the period
the operating and maintenance agreement is in forve (5 YCars).

Every five years (he electricily generated by the photovoltaic plant will be measured, aud if the
comiiiment has nol been met SOLARIA will pay for the amounl not geiicrated up (o the
gurvanteed 90% output level.

1L} Warranties covering the sale of modides

SOLARIA offers all customers a standard wareanly ceitificate for the photovoltaic madules that
wauranties material or manufacturing defecis and a capacity guaranice.

During the Hrsl three years SOLARIA guarantees that its madules will he fee from muterial oF

manufacluing defects that impede normal operation wnder proper usage conditions, installation and
maintenance. Il this is not the case, the Company will replace or repair the defective module.
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As from the date the module is sold, SOLARIA guarantees a mimimum muput bazed on the
techiieal specifications of the agreemecnt md will deliver modules for the equivalent of the lost
capacity and will repair or replace the units as follows:

Years elapsed singe Gataranteed]
the supply daie . _output capucity
Up to 25 years 3%
Up to 10 yoars Q0%

During the firsl quarter of 2007, SOLARIA concluded a significant module sales agrecment for
which it uffers cevtain guarantees thal are differcnt than the standard memtioned ahove, as follows:

wy Capacity warranty

As from the date the module is supplied, SOLARIA guurantees a minimam outpt basced on the
technical speeitications of the agrecoment and will deliver modutes tor the equivalent of the tost
capacity and witl repalt ar replace the ynits as follows:

Yewrs clapsed since Gaaranlecd
_the supply date _oulpuf eapacily
Up to 2 years 160%
Up o 12 years 9%
Up 1o 25 yoars 3%

In addition, SOLARIA warranlics, through photoflash cortificates issued by SOLARIA, that

the peak capacity of cach modu'e is cqual to ho contracted amount with a maimun authorizod
variance of +/- 1%.

b) Warrsniy of materials

SOLARIA provides a Hirce-year warranty as from the dates the modules are delivercd (o the

cuslomer, guaraniceing that they are free of any material or manufacturing defects that impede
normal apersfions.
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If any of the modules have & manntachuring defect, SOLARIA must repair i or replace i within g
certals perind, or pay fhe customer an amount I8 ewos cyuivatent to the market price of the
affected modules, Furthermore, SOLARIA will maintain modules in its nventory equivalent to §
kW during the {kree-year warranty period,

At the end of the vear SOLARIA did not recogiiize any provision whafsoever for the abuve-
mentioned wairandies due to the fast that no claims have been made al lhete are no mdications of
any possible claims, Furthermore, based on available past information, the likclihood of such
claims is extremely low.

Howover, the Directors of SOLARIA consider that the effect of any possible claims, should any be
made, would not significantly affect these consolidated annund accounts.,

25. Commitmenis
The Company has signed the following cammilments af the cad of 2008;

a} Property, plinl and equipment

- Ot 31 January 2008 the Company concluded a turitkey confract with Cenlrotherm
Photovoliaivs AG to acqnire aufomatic photovolfaic el matefacterig equipment. This
machiery consists of three production Hees with & Joint annual eapacity of 75MW, In 2008
part of this mackinery was installed and at 31 Decomber 2008 an estimated investment of
€24, 400k remained to be installed. With (his invesiment, SOLARTA will liave an annnat col]
praduction capacity at the Paertoltago plant Lotaling 160MW in 2009,

- O 9 September 2008 SOLARIA concluded & new agreement with Spire Curporation to
avquire 9 fines of production isachinery for photovoltaic modules, to be instalted at the new
factary in Fuenisayor (1. Ricja),

b} Twenkey profects

Within the new regulatory environment, Sofaria iy negotinling the acquisition of companies that
have the necessary licenses and nuthorizations {o execnte photaveitaie projects. At the date of these
annua accounts the negotiations for the acqudsition of TOMW are af an advanced stale.

¢} Operating Jeases

Al 31 Deceomber 2008 SOLARIA hes lcased several premises from Solarfa U1, under a market
condition contract that can be renewed each year,

The tetal minimue future payments for irrevocable operating leases total approximately €190k,
I} Customers

As another part of the cxpunsion strategy, Solaria is in the process of concluding agreemocnts
abroad rclaling to the development of photovoltaic projeets and the sale of photovoltaic modules,
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Al of the processes in progiess cover approximately 40MW.

26,  Buosiness combinations

Inning the year the Parcnl Company acquited F00% of several companies in order to build the
sofar farms described in Note 10, In all company acquisitions that took place in 2008 the
coasideration Is that compaitics were not acquired, bul rather assets were acguired.

The purchase price paid by the Parest Company on these acquisifions has been assigned (o the
PLA’s acquircd, which have been recorded s an increasc in the velue of the constructed solac
farms (Note £0), and the purchase price is equivalent {o their fair value at the sequisition date.

27.  Subsegucent cvents

The foltowisg signifleant events taok place afler the year-cnd:

- On 21 Tanuary 2009 the Company excculed & public docuinent covering the sequisition of
the photovoltaic solar farm localed in Athama (Murcis). ‘the agrecment was conctuded with
the Fotowalio Group amd covered the sale of shares in the subsidiary called Alhama Solar, 8.1,
and the construction of the solar plant at that location. In addition, it inchuded & S-year plant
mainlenance apreement. The fransaction lotaled spproximately €45 million, which was
collected in ful &l that date.
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- On 18 Febmary 2009 the Liguidily Ageement concluded on 18 February 2008 was canceled
it accondance with the provisions of CNMY Circular 3/2007 (19 December). On 19 Februay
2004, in accordance with the provisions of CNMV Chrenlar 342007 (19 December), a liquidity
agrectnent was conchided befween SOLARTA and Mercados vy Gestidn de Valores, SV, S.A,
wherehy the conditions under which the financial institution will uperaie on behatf of Solaria
Encreis y Medio Ambiente, 5.A,, acquiring or sclling Sokuia's treasury stock in order lo favor
the liguidity and regularily of its Hsled price within the limits cslablished in this respect by
Shareholders af the General Meeting held on 30 June 2008. In this respeel, SOLARIA has
depasited | 470,000 shares and €4,458k in cash with the {inagcial bstitution.

There have been no olber significant events that have an alfoet on these snnual zccounms afier the
closing date.
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Solaris

FREPARATION OF THE CONSOLIDATED ANNUAL ACCOUNTS FOR 2608

On 31 March 2009, the Roard of Divectors of Solatia Lnergia y Medio Ambicnte, 8.A,
prepares the consolidated annual accounts for the year ended 31 Decomber 2008, and the

consolidated Directors” Report for 2008, which we
documients in compliance with the provisions of Article 17

and Articte 44 of the Conumercial Cude.

SIGNATORIES

M. Furique Diav-Tejciro Gutierrez
Chairman

M. Manuet Azpiticucta Ferrer
Birector

Mr. litigo Sagardoy Simén
Dircelor

M, Entique Diuz-tejeiro Larraftags
Dircctor

Mr. José Arturo Diaz-Tejeiro Larrafiaga
Divector

M. Miguel Diaz-Tejeiro Larrafiaga
Director

Mr. Manuel de Vicente-Tutor Rodriguez
Non-voting Sceretary
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