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AUDIT REPORT ON THE ANNUAL ACCOUNTS

T'o the shareholdurs of Solarka Energla y Medio Ambiente, 5.A.

We have audited the annual zcecounts of Solaria Energia vy Medio Amblente, S.A. consisting of the
balance sheet at 31 December 2008, the income statement, the statemant of changes in squity,
the cash fiow staternent and the notes fo the annual accounts for the year then ended, the
oreparation of whicii is the responsibilily of the company's Direclors. Owr responsibility is to
exprass an oplnfon oa he accounts taken as 2 whole, based on the work canied out in accordance
with auditing standards generally accepied in Spain, which require the examination, on a tost basis,
of evidence supporting the accolnts and an evaluation of their overall presentation, the accounting
principles appiied and the estimales made.

The accompanying annual accounts for 2008 ars the first that the Directors of Solaria Erergia y
Medin Ambiante, 5.4, have drawn up undaer the General Chart of Accounts approved by Royal
Dacree 1514/2007. in this respect, in accordancs with Transilionat Provision 1, section 1, of that
Chart of Accounts, these annual accounts are cansidarad initial annuat accounts and therefore do
not include comparalive figures. Note 2.3 to the annua! accounts “lssuas detiving from the
transiiion to new acsounting standards” contains the balance sheet and income staternend includad
in the annual accounts approved for 2007 which were prepared under the General Chart of
Accounts in effect in that year tegethar with an explanation of the main differences between the
accolnting criteria applied in the previous year and those appiied in the current year and the
guantification of the impact resulting from this change i accounting standards on equity at the
teansition date, 1 January 2008, Gur opinlon refers solely to the accounts for 2008, On 22 February
2008 we issued oty audit report on the annuat accounts for 2007, prepared under generally
accepted accounting principies and standards faid down by Spanish logistation in stfect that vear,
it which we oxpressed an unquatified opinion.

As mentioned in Note 34 fo the accompanying anmial accounts, on 21 January 2008 Solaria
Energia y Medio Ambiente, 3.4, exsculed in a public deed the purchase and sate of the solar ehemy
park tocated in Athamna (Murcia). The conbract was signed with the Folowslio Group and covered
ihe sate of shareholdings in the subsidiary named Alhama Solar, 3.L. and the construction of the
solar energy plant al the same location. A maintenance contract for the plant with term of five years
was also censiuded. The operation amaunted to approximately €45 million, which was collected in
full cn the sbove date.

i oL apinion, the accompanying annlat aceounis for 2008 present fairy, in all material respects,
the Bnancial position of Solaria Energla ¥ Medio Amblends, 5.4 at 31 December 2008 and the
resuits of its operations, changes in equily and cash flows for the year then ended, and contain alt
the information necessary for thelr interpretation and comprehension in accordance with applicable
accolmting principies generally accepted in Spain.

The accompanying Directors’ Roport for 2008 contains the information that the Company's
{irectors consider refevant to the Company's position, the development of its business and other
matiers and does nof form an infegral part of the annual accounts. We have verified that the
financial information contained in the aforementioned Direciors' Report coincides with that of the
annuatl accounts for 2008, Gur work as auditors is limited to checking the Directors’ Report within
fhe scope already mentioned in this paragraph and It does not Include a review of information other
than that oblained from the Company's accounting records.

PricewstethouseCoopers Auditores, S.L.
Original signed by iaki Goiriena Basualdu
Audil Panner

31 March 20409
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Solaria
SOLAREA ENERGEA ¥ MEDIOAMBIENTE, S.A,

BALANCE SHEET AT 31 DECERABER 2008 {Expressed In thousand BLFOS]
At 3l
ecember
ASSETS Mote 2.008
NOW-CURRENT ASSETS 94,278
[ntangible assals 5 G
Property, plant and equipement G 73,066
Long-term investmetts in graup and assoclated companies E 12,922
Equity Istrurenis 12,0927
tong-termn financial investments 7 34
{ther financlal assets 34
Beforred tax assels 21 1L200
CLURREMT ASSETS 305,506
Iventaries 1k 185,895
Trade and other receivablos 138,506
Trade receivabics for sales and setvices rendered 12 - 27,37t
Trade reccivables, Group and assockated companles g 77,825
Other debtors 12 761
Loans to empiayees 12 2
Taxes and sodal socurity refundable 21 32,547
shart-term finarcial nvestments b 55
Other fnancial assets 55
Cash and other cash equivalents 13 10,050
TOTAL ASSETS 399,734

T —————
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Solaria
SOLARIA EMERGIA ¥ MEDIOAMBIENTE, S.A.
BALANCE SHEET AT 31 DECEMBER 2008 {Expressed in thousand eures)
AL31

ECLHTY AME LIABILITIES Mote 2 008
EQUATY 137418
Equity 237,927
Capital 14 1,011
Share premium 14 231,539
Reserves 15 41,171
Legal and statutary £,311
{Qther reserves 35,860
proflt for the year 1G {17,654}
Treastiry shares It (8.540)
Measurement adjustmants 17 {503}t
Hedging cperations {309}
NON-CURRENT LEARILITIES ) 35,474
Long-tertn recelvables _ 34-,'431
Bank borprorwings i 13,017
Finance leases 15 16,357
Gther financial labifities 18 5,107
Deferred tax labilities 21 953
CURRENT LIASILITIES 136,842
shoet-term borrowdings . T2Ams
Batk borrowings 19 62,251
Ingarest on bank borrowings it 1,113
Firtance leasos 19 340
Darivative financial Instruments 10 1,057
Other financial labiitles 6,823
Trade and other payabics 2 54,331
Trade payables 14,280
Fieed asset suppliers 3,959
Cither creditors _ 27,481
Accruet wages and salaries 321
Other payabies to public entities 509
Advance payrnents from customers 21 7,800
tiher current Eallities 1
Shors-term accrual accounts s
TOTAL LIABILITIES 399,734



SOLAREA ENERGIA ¥ REDIOAMBIEMTE, S.A.

[MCOME STATEMENT FOR THE YEAR EMDED 31 DECEMEBER 2008 (Expressed in thousand euros}

CONTINUED QOPERATIONS

fvet revenues

Sales

Services rendered

Changes in inventories of Onished products and work i progress
Supplies :

Consuraptlan of goods purchased {or resale

Subconfracted worl

krpainment of goods to be resold, raw materials and other materials
Cher operating revenle

Other intome

Personnet costs

Wages, salartes and similar remuneration

Staff welfare expenses

Cither operating costs

External seryvices

Taxes

Lasses, Impakrments and changes it provisions for rade aperations
Fixed asset dopreclation

Attribution of subsidies for non-Eranckal assets and other
CPERATIRGE RESULTS

Financial lreome

Fittancial exponse

Change i the fair vatue of lrancal instruments

Exchange differences

FINAMCIAL IMCOME/EXPENSE

RESLUET BEFORE EMNCOME TAX

Corporate incame tax

PROMT/LOSS FOR THE YEAR

b A
T4

F
solaria

Bote

22

44

22

22

4
i3

22

21

At 31
Dhecemher

119,138
118,881
237
126,541
(213,172
[260,290)
£17,8288]

4

7

7

_. £15,939)
© {12,892}
{2,038}
{31,566}
{6,082
1302]
{23,676}
{1,728
&t

_ o teg2sl)
5384
{5,164}
{743}
[3.657)

{25,221}
7587
_ {17,654}

(L]
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Lolaria
SOLARIA EMERGEA ¥ MEDIOAMBIENTE, S.A.
STATEMENT OF CHANGES i EQUITY FOR THE YEAR ENDED 31 DECEMBER 2003
A} STATEMENT OF RECOGNISED IMCORE AND EXPENSE {Expressed In thousand euros)
At3l
Decembar
Moke 2408
&) Resuft recognized in the ncoma slatemant ) {17,654}
Fore cash-flow hadges 17 6,515
Tax effect 17 {1,955}
B} Total revenues and exgensos directly attribled to equity o {'.,56'3”

€} Rosut recogrized in the income statoment -

TOTAE RECOGNIZED INCGME AND EXPEMSE {13,091)
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soiania
SOEARLA ENEREfﬂ ¥ MEIHDAMBIENTE, 5.4,

CASH FLOW STATEMENT FOR THE YEAR ENDED 31 DECEMBER 2008 {Expressed in thousand euros)

Year endetd
_at 31 December
) ] i Motes 2008
CASH FLOWS FROM OPERATENG ACTIVITIES
23
Prafitf{loss) before taxes {25,221}
Adjustments to profit/loss 29,454
Changes it working capital foye, 245}
Other cash Eows from operating activities . {26,210)
Cash ifows from operating activitles {121,222
CASH FLOWS FRON IMVESTIMG ACTIITIES 24
Amounts paid on Investments {29,303)
Amounts coltected from divestments L 508
cash flows from investment activities _ {28,795)
CASH FLOWS EROM FIMANCING ACTIVIEIES
25
Collections and payments equity instruments {14,505)
Coflactions and payments Anancial fiability instrements 17,416
Cash [lows from financing activities 6,504
EEFECT OF FLUCTUATIONS 1M EXCHANGE RATES 0
MET [INCREASESDECREASE 1N CASH OR CASH EQUIVALENTS {143,113}
Cash and cash equivslents at beginning of the year 153,163
tash and cash eguivalents at end of the year 10,050
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SOLARLS EMERGEA Y RMEDICAMBIENTE, 5.A.
PRESENTATION OF THE FINANCIAL STATEMENTS FOR 2008
{Thousand euras}

1. General information

Splaria Energia v Medio Ambiante, S.A. (heralnafter SOLARIA or the Company} was incorporated
on 27 November 2002,

Hs corporate purpose principally consists of:

instatlation and repair of solar, thermal, photovoliaic and wind energy plants, as well as any
other type of renewable enargy.

Installation and repair of plumbing, gas, electricity, heating and alr conditioning.

Performance and execution of technical projects refating to the ahove points,

- Mainterance and repair services relating to works carried out either by the Cornpany or by
third parties.

Marufacture of modules, cells and companents for solar, thermal, wind and other
renewable enetEy SOUNCes,

1

On 28 Apri 2008, SOLARIA moved ts registered address to Madrid, Cf Veldzquez, 47.

SOLARIA hegan the expansion of 1ts activities in 2005 by hufiting a plant to produce photovoltaic
and thermal modutes on the land it owns in Pucrtollanc (Cludad Reall. The construction of the
phaotevoltale module production ilke was completed in the first quarter of 2008, the time as from
which SOLARIA commenced production for use in the following lines of business:

a}l  Photovoltaic modules for sale to third parties.

B Photovoitaic modules for use in tusnkey projects consisting of the design, plarning and
execution of photovoitaic solar energy plants through agreements covering the
construction, instaflation and launch of photovoltaic solar plants, SOLARIA assumes

responsibiity for all stages of the process, from obtaining administrative permits to the
tatench of the operatiof.

In addition, during the final guarter of 2006, SOLARIA started to design, produce and instalf
thermal solar modules in bulldings.

During the first guarter of 2007 SOLARIA began to construct a plant to produce photovoliaic cells
and the first production line began operation during the final quarter of 2008.

in 2008 Solaria started to promote and develop photoveltaic solar plants for subsequent sale to
third parlias.




Solaria
Cantinuing with its growth plans, on 28 march 2608 SOLARIA signed a real estate finance lease
with Banco Popular covering the purchase of land and installations fgcated in Fuenmayor fka
Rioja) for the manufacture of phictavolieic modules. The adaptation of the new factory and the

associated production lines ended in mid-2008, and modules began to ke produced in August
2803,

in order to finance the aforementioned investments, SOLARIA issued a Public Share Offering [PSCH
that ended on 19 lune 2007 as is described in Mote 13.

AH of SOLARIA's shares are listed on the four official stock markats in Spain and on the continuous
market since 153 June 2007,

2. Basis of prasentation

The annual accounts have been prepared in accordance with the General Accounting Plan
approved by Royal Decree 1514/2007 {16 Naovember) and alf other applicable legistation.

As iz described in Note 10, Solaria owns shares in subsldiaries. As a result, the Company is the
parent of a Group of companies In accordance with current fegistation. The presentation of
consolidated annual accourts is necessary in accordance with accounting principles generally
accepted in Spain in order to present @ true and fair view of the Grouns financial situation and the
resuits of its operations, changes in eguity and the Group's cash flows.

Af 31 March 2009 Directors have prepared the 2008 consolidated annual aceounts for Sotaria
Energla S.A. and subsidiaries under International Einanclal Reporting Standards adopted by the
European Uaion {IFRS-EU}, which reflect & consalidated foss totaling €21,462k and consolidated
equity totaling €233,881.

The figures stated in the annual accounts are expressed in thousand euros, unkess stated
othenwise.

2.1, True and fair view

The antuat accounts have been prepared on the basis of the accounting records kept by SGLARIA
and are presented in compliance with current accountlng fegislation so as to provide a true and
Fair view of SOLARIA'S net worth, its financial situation and the results of iis operations. The cash
flow staternents have been prepared to faithfully reflect the origin and use of monetary assels
representing cash and othor equivalent Biquid assets held by SOLARIA

ib
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These znnual accounts, which have boen drawn up by the Directors of the SOLARIA, will

submitied for the approval of the General Meeting and no modifications are expected to he
made.

2.2, Comparahitity

The annual accounts for 2003 are the first that have been prepared I accordance with the
General Acrounting Plan approved by Royal Decree 1514-2007 (16 November} and SOLARIA
yransitioned to the new accounting standards in accordance with the provisions of that Royal
Dacrae.

SOLARIA has considered 1 January 2008 to be its transition date and, as a result, i witl not present
comparative figures in these annial accounts.

2.3. 1ssues deriving from the transiiion to rew accounting standards

With respect to the obligation established under Article 35.6 of the Commercial Code and for the
purposes dariving from the application of the principle of uniformity and the reguirement of
camparability, the annual accounts at 31 December 2008 are considered to be initial annual
accounts, The Company has chosen to not include comparative nformation for 2007 adapted to
the 2007 GAP which has therefore been applied for the first time in 2008,

For informational purposes the lralance sheet at 31 Bacember 2007 and the income statement for

the year then ended are presented below and are the last anmual accounts prepared in
accordance with the preceding accounting legislation.

1
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ASSETS 3L.12.G67 EIABILITIES 333207
ASSETS BEONTY
stark ep Costs 10,715
intanglbie assets 272 Share capital 1,081
Corejreses software 271 Share wramlum 221,935
Flnance leasas 283 Reserves ®,142
AmartDeprac. {38) [ Profitfor the yaar 47,498
Fropersy, plant and equipment 32,458 | 73,504
Land and hufldings 5,053
Machinany 6,067 DEFERKED EHCOME
Plany 1,088 | Capialgrans 4,762
Computer processhig equipmen 1| fher deferred revenass - 425
Furalsbungs £325 187
Yehlclas 48
Froperty, plant and equipment srdor
construction 1%, 669 LOMNG-TERM PATABLES
Amnostfileace. (873}
|lavestrnents H Bal inans and overdratts 14,772
Guargntoss on deposit 15] Flrance fcases 214
Dthet toans el 14,388
Totat finad asscts 43,583
OEFERRED EXFENSES 441
CHIRREMNT ASSETS SHORT-TERM PAYABLES
Inventories 34,786 Oankfoans and averdrafts 43,931
Baw matedais and other supplies boans and other fabilitlos 43865
faw mgtarlais ond conswmahkes 27,535 |  Finance leases 78
Fimdshed produces 7,291 Frade creditors 35,438
Debtors 178,021 Advance payments from CUstomans 8,367
Trade receivables for sales and servlcos )
randared 1432 487 Cther cred|tors 2219
Other debiors 41 Taxas and social security refundable 2E,000
Faxes and socialb security refundable 325 Flxed azsct suppliers 7,075
Subsidies recalvabie 4 5461 Accrsed wages an salanes 144
Amounts owed to Group compantes 612
Ly rent asset investments 403,743
Fhed Income securitlas £0.003
Short-teron interest S04
Othear stor-torm doans 235
£ash 133,163
Arcruals and deferred feotre Ti
Tokal clEsent assats 366, 4 Tokaf current laikles 115,955
TOTAL ASSETS AL 718 TOTAL EAABRITIES 410,718

17



g

n
Solaria
Fy FY
DEBIT 2007 CRERTE 1007
EXFEMSES; [WCOME:
R rmaterials and consumabies 10%, 4805 Metrevengos 136,203
Consiimpian of raw materlals and ather
suppiies Salos 186,194
consurmakbles $3,818! Services renderad 14
Other external expenses %,8593 5 Okhar aperating revenuss 175
Yolume dlscounts {131}
Personnet costs 4,173 Operaiing grants 176
Wagps, sataries and simifar remunaration 6,592
Staff walfare expenses 1,558
Other staff welfare expenses 33
Bepreciation charge 1247
Change i tradde provisions (14}
Other operating casts 3188
Exleraal services 2,137
Taxes 51
OPERATING PROSIT 68,710  UPERATING LOSSES -
Incante from negotlable sacurities ond
Flranciaf expense 2,625 fiwed agset loans -
Othker financiak axpenses 304 | From non-Group compadles -
Losses of exchange 1,004 | Other interest and simifar income £,207
Fromm: grotp compantes -
Froun credit institutions 4,27
Yictd From finanelad Investmonts i7l
Gains on exchange 172
FINANCEAL EMCOME 442 FINAMCEN, EXPENSE -
PROFIT EROM ORDINARY ACTIVITIES 0,252 LOSS FROM QROINARY ACTIVITIES R
Capllal grants released to Income duddng
Loss on dispasal of fided agsets g theyear 115
Extracrdinary expense 1| Profit on disposal of fixed azsety B
EXTRADREINARY PROFIT 111 ENTRACRDINARY LOSS .
PRUFIT BEFORE TAXES /0,263| 1OSSBEFORETAXES | -
Cogrkarate Encome Tax 28,705
PROFIT FOR YEAR TTT47.438 | LOSS FOR THE YEAR -
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The reconciliation of equity at 1 January 2008 (date of transition to the New General Accounting
Plan) prapared in accordance with the 1530 GAP and Equity at that same date prepared in
accordance with the new accounting standards established by Royal Decres 151442007 Ts set out
halow:

Thousand

QUTD

{10108

Enuity sccording to the 1330 GAP 273,590
- Barlvative financtal instruments {7,246]
- Start up Costs {10,719}
- Tax offect 5,390
Tatal net equily according ta the 2007 GAP 261,015

e —

a} This rekates to the measurement of derivative financial instruments at fair value, in
aceordance with the 20067 GAP.

b} This retates to the elimination o the batance under Share capital increasn expenses that
under the 2007 GAP must be recorded as reducing eguity.

c} Fhis relates to the tax effect of the ahove-tnentionad adjustments.

2.4, Key aspects of the reasurement and estimation of uncertainty

When preparing the annual accounts for SOLARIA, the Directors have made estiinates that are
based on past experience and other factors that ate considered to be reasonable in accordance
with current circumstances in which constitute the basis on which the carrying value of assets and
hiabifities may he established, as these values are not easily calculated using other sources.
SOLARIA reviews its estimates on a continuous hasis. Despite the fact that these estimates have
been made hased on the best information available at the year-end, it is possible that events may
take ptace In the future which will require them: ta be changed in future years.

Key futtre issuas, as well as other informatian relating to the estimation of uncertainty at the
year-end, which is associated with a notable flsk of signiflcant changes in the value of assets or

liabilities next vear are as follows:

a} Revenue recognition

SOLARIA follows the degree-of-completion rethod when recording turnkey projects it develops.
Uslng this method requires that services carried out at each balance sheet date be estimated as a
proportion of the total costs to be incurred on sach project, such that this percentage is used to
recognize reventes at the closing date for each halance sheet covering this type of prajects.

L]
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b1 Fair value of derivatives or other financial instruments

The fair value of financial instruments that are not traded in an active market is determined by
using vatuation technigues. SOLARIA uses judgments to select a variety of methads and 1o
develop assumptions that are primarily tased on the market conditions existing at ecach haiance
sheet date, SOLARIA has used discounted cash fiow analysis for several financial assets available
for sale that are not traded on active mearkels.

¢l Useful lives of propecty, plant ahd egquimment

SOLARIA’s management determines estimated useful lives and refated depreciation charges for is
plant and equipment. This estimale is hased on the planned lifacycle of the producis
manufactured by the Company, for which it uses high technology. It could change significantly as
a result of technical innovations and competitor actions in response o future industry cycles.
Management wilf increase the deprecialion charge where useful lives are shorter than previously
estimated, and write off or write down technically ohsolete or nop-strategic assets that have been
ahandoned or sofd.

d} Deferred icome

SOLARIA has obtalned several gramts to finance its investments, Given the different
characteristics of each of the subsidics and credits received by the Company, the Management
uses its judgment to calculate their amounts in those cases in which the grants refate o interests-
free loans. In these situations, Management calculates the impiicit Interest an these laans by
using an effective market interest rate to obtain the falr value of the loans. The difference
batwean the nominal vaiue and the fair value of the toans s considered to he deferred revenues
that wiil be taken to the income statement In accordance with the item belng financed by the
loans. I involving an asset, the amounts will be taken to the income statement over the useful
lite of the asset concerned and if involving an opefating expense the amount is taken to the
income statement at the time the expense is accrued. Management avaluates compliance with
all of the conditions established for obtaining the ahove-mentioned grants and considers that
they have been met or will be met without any problem that would require SOLARIA to returm
part of alt of the assistance granted.

el Warranties

As 15 habitual practice in the industry, SOLARIA offers warranties for a certain numher of years to
ite customers for the sale of modules as well as the development of the turnkey projects.
Compary Management uses its judgment 1o calculate the armount of provistons recarded for any
possible warranty claims. Bearing in mind the fact that the Cotnpany was recently incorporated
and the ahsence of any warranty claims to date, in order to calculate the warrantee provisions
Management has fundamentally based its decision an the Jonger exparience of other competitors
and on the percentage of errors that occur during the testing of manufactured mwodule
effactivenass {Mote 32.b}.

14
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] Estimate of uncertalnty

The future success of SOLARIA depends largely on its capacity to huild the new ptants and
production lines using an efficlent cost structure and in accordance with the schedule established

ir its business plan. The expansion of production capacity Ts suliject to the risks and uncertalnties
inherant to & husiness nroject.

To efficiently manage the expanslon of its activities, SOLARIA Is Improving its operating and
financial systerms, procedures and controls, as well as increasing Hs rranufacturing capacity and
the flow of finished products by inproving the efficiency of iks production fines fIncluding the new

production tne for solar celis) and extending, fraining and adeguately managing human resources
undergoing strong growth.

Historical information regarding SOLARIA is limited since SOLARIA was incorporated at the end of
2002, Oriven by quick growih in the solar energy sector, if has undergane higher rates of growth
since it was incorporated, which has contlnued to date.

SOLARIA s significantly increasing s production installations, in order o inorease its praduction
of photovoliaic modules and thermal solar panels, as well as to start producing solar calls for use
in the manufacturing of photovollaic modules.  Some of these installations are stilf being
constructed or are in testing stages.

As a resudt of the entry into force of Royal Decree 1578/2008 (26 September), which regulates
compensation for electricity production using photovoltaic solar technology at installations built
after Lhe deadiine established for compensation stipulaied under Roval Becree 561/2007 {25
Way}, the photovoltaic solar energy sector has slowed in the finat guarter of 2608, althoush a
recovery of the lnvestment in the sector is expected in coming years.

3,  Accounting policies
3.1 Intangihic assels
In tangible assets consist of software and these ftems are capitalized based on their acguisition
cost and the cost of praparing to use the spocific program concerned. They are recorded at their
acglisltion cost less accumulated amortization and any relevant accumulated impairment
Software is amartized on a strajight-line hasis over its useful e, which s astimated ta he three
yaars.

fntangitle assets with an indefinfte useful life

intangible assets with an indefinite useful Bfe are not amartized. Impainment tests are performed
annually and these items are stated at cost tess any accumulzted impairment fasses,

SOLAREA does not have any intangible assets with an indefinite useful Hfe at the bakance sheaet
date.
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Research and development costs

Research expenditure is recagnized as an expense as incurred. Costs incurred on development
projects {relating to the design and testing of new or improved products) are recognized as
intangible assets when the followlng requirements are met:

e It s technlcally possible to complete production of the intangible asset such that it will be
avaitable for use or for sale;

s Management has the intention of completing the intangible asset in quastion, for use or for
sale.

o Thereis the capacity to use or sell the Intangible assets;

o [t [s possible to demonstrate the manner in which the intangible asset will generate prohable
profits in the Futare;

a  Adequate technical, financial or any other type of resources are available to complete
development and to use or sell the intangible of assey; and

s [t is possible to reliably value the payments attrbutable to the imtangible asset during
developmeant.

Other development expenditures are recopnized as an expense as incurred. Developrrent costs
previously recognized as an expense are not recognized as am asset in a subseguent period.
Development costs with & finite useful Bfe that have been capitalized are amortized from the
commeancement of cormmercial production of the product on a straight-line basis aver the period
of its expected benefit.

SOLARIA did not incur research and development expenses in 2003,
3.2. Proparty, plant and eguipment

Property, plant and eguipment malnly records the plant and machinery that are necessary to
manlfacture thermal and photovoliaic modules. Property, plant and equipment [s stated ai
acquisition costs, less any depreciation and accunulated impairment losses. Historic cost includes
the expenses directly atiributable to the acquisition of the items concerned.

Subsequent costs are included as an increase in the value of the asset or are recognized as a
separate asset only when it is Bkely that the future profit associated with the fterns will flow to
SOLARIA and the cost of the itemn may be reliably determined.

The book value of the replaced compatients is eliminated from the accounting recerds. All other
repair and naintenance expenses are charged to the income statement in the year in which they
are incurred,
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The depreciation of property, plant and equipment is calculated on a straighi-Hine basls in order to
assign their cosis to residual values relating to their estimated useful tives, as follows:

Years
Buildings 33
Machinery © B
Plant g-10
Computer processing equipment 4
Furnishings 10
Vehicies 3]

The asset’s residual values and useful life are reviewed, and adjusted if appropriate, at each
hafance sheet date. When the carryving value of an asset is higher than is estimatoed recoverahle
valug, the carrying vaiue Is immediately reduced accordingly.

The profit or loss on the sale of praperty, plant and equipment is calculated by comparing the
income obtained on the sale agsinst the book vaiue of the assets concerned, and the difference iz
inctuged in the income statement.

3.3, Interest costs

Financial expense directly attributed to the acquisition or construction of property, plant and
cquipment that requires more than one year to be preparad for use are stated at cost untit they
are in a state of operation.

3.4 impairment lasses an nen-financial assets

Assets that have an indefinite useful life are not subject to amortization and are tested annually
for impairment.

Assets suhject to amortization/depreciation are subjected to in impairment tests provided that
some event or a change in crcumstances indlcates that the book value may not be recoverable.
An impatrment [oss Is recorded when the asset’s book value exceeds s recoverable value, which
is understond to be the fair value of the asset tess the higher of selling costs or value-in-use. Far
the purposes of assessing impainment, assets are grouped together at the lowest levels for which
there are separately identifiable cash flows [cash-generating units). Non-financial assets other

than gaadwiil which have suffercd an impairiment loss are reviewad at each balance shoet date
for reversal of the loss.
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3.5 Leases
a}  Finance leases

The determination of whether or not a contract contains a lease is based on the znalysis of the
nature of the agrecraent, which requires evafuation of whether or nat compliance with the
agreement falls to the use of a specific asset and whether of not the agreement confers the right
1¢ use that asset to SOLARIA.

SOLARIA leases several vehicles and installations and land at the photovoltaic module Hant n
Fuensmayor {La Rioja} which was acquired in March 2008. The leases for property, plant and
equiptrent, when SOLARIA substantially holds all risks and henefits deriving from owneyship, are
classified as finance leases. Finance leases are capitalized at the start af the lease period at the
lower of the fair value of the leased property or the present value of the minfmum payments due
on the [ease.

Each lease installment is distributed among liabilities and financial charges in order to oblain a
constant interest rate applicable to the outstanding halance payable. The relevant lease
obligations, net of financial charges, are included under Bank loans. The interest portion of the
financial expense is charged to the income statement during the lease period such that a constant
nerodic interest rate is obtained with respect to the outstanding liability in each financiai year.
Assets acguired under finance leases are depreciated over their useful fives. Thair useful life is
the same as that for vehickes and non-leased prerises, given that there are purchase options for
these assets.

Therefore, there is reasonable cartainty that SOLARIA will obtain ownership of the vehicls,
installations and the land within the term of the [ease.

1 Operating leases

Leases under which the lessor maintains a significant portlon of the tisks and benckits of
ownership of the assefs covered by the contract are classifled as operating leases. The payments
for operating leases are charged to the income statement 6i a straight-fine basis over the term of
the lease.

3 6. Flnancial assets

SOLARIA classifies its financial assets into the following categories: financial assets at fair value
throuigh profit or ioss, loans and aceounts receivable, investments that are to be held to maturity,
nvestments in eroup, multi-group and associated companies and available- for- sale financial
assets. The classification depends on the purpose for which the financial assels were acguired.
panagement classifies its investmonts at the tirme of inttial recognition.
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al  Financial assets at fair value through profit or foss

Financial assets at falr value through profit or loss are investments held for trading. A financiat
asset is classified under this category if it was acquired mainly for the purpose of balng sald in the
shart-terin. Derivatives are also classified as acquired for trading uniess they are designated as
hedging instruments. Assets under thls category are classified as current asseds.

B  Loansand other receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments
that are not guoted in an active market. They are included in current assets except for assets
inaturing in more than 12 months of the balance sheet date that are classified as non-curtent
asseks,

Receivables are recognized initially at fair value and subsequently measured at amortized cost
using the effective interest method, less provision for impairment. A provision for impairment of
trade receivables is established when there is objective evidence that SOLARIA will not be abie to
collect afl amounts due according to the original terms of the receivables. The existence of
sigmificant financiat difficuities on the part of the debtor, the prohability that the debior will enter
into hankruptey or Enancial reorganization and the defautt or delay in payments are considered to
indicate that the receivable ks impaired, The amount of the provision is the difference between
the asset’s carrying amount and the present value of cstimated future cash flows, discounted at
the effective interest rate. The book value of the asset is reduced to the extent that the provision
account is applied and the loss is recognized in the Income statement under "irapairment of short-
vorm recelvables”, When a receivable cannot be collected it is written off against the provision for
receivables. The subsequent recovery of amounis previously written off is recognized as an asset
under "impairment of short-term receivables”. Short-term AcCounts Receivable, without any
established interest rate, are siated at the amount of the ariginal invoice when the effect of
discounting is not significant.

¢} Held-to-maturity financial assets

investrnents held to maturity are non-derivative financial assets with fixed payments, or
payments that may be determined, and established maturity dates for which SOLARIA's
Managemernt has the intention and the capacity (o hotd until maturity. (f SOLARIA were to selt a
significant amount of financiat assets held to maturity, the complete categary would be classified
a5 available for sale. The hekl-to-maturity financial assets are Included under non-current assets,
except for those that mature within 12 months as from the batance sheet date, in which case thay
are classified as clitrent assets,
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d} tnvestrents it the eguity of group, multigroup and associated companies

This heading includes fnvesiments in the eguity of companies over which contral is held, over

whith joint contral s held through a statutory or contractual agreement, or over which sigaificant
influence is held.

These items are stated af cost lass any accumulated amount relating to impairment corrections.
However, when there is an vestment prior to being classified as a group, multigroup or
associated company the carrying value before being so classified Ts considered to b a part of the
investmeant cost. The prior measurement adjustments that are directly recorded under equity are
maintained there until written off.

If there 7s ohjective evidence that the carrying value cannot be recovered all measurement
adjustments that are necessary with respect to the difference betwean the carrying value and the
racoverable amount are made, which is understood to be the higher of the fair value loss seiling
costs and the present value of the cash flows deriving from the invEstment. Unless better
evidence of the recoverahle amount from [mvestments is availeble, the estimate of the
impairment of this type of assets will take into consideration the eguily of the investee company
as adjusted by any tacit capltal gains existing at the measurement date. The measuremant
adjustment and, if appropriate, its reversal, is recorded in the Income statement in which this
operation takes place.

e} Avalable-for-sale financial assets

Avafizble-four-sale financial assets include assets designated for sale as well as those that are not
classified in any of the other categories. They are induded in non-current assets unless
management intends to dispose of the investmeant within 12 months of the balance sheet date,

Carrying of financial gssals

Acquisitions and disposals of all financial assets are recognized at the trading date, Le., on the
date SOLARIA undertakes to acguire or sell the asset. Investments are recognized iniially at fair
value plus the transaction costs for all financial assets not carried at fair value through profit or
toss Financial assets stated at fair value through profit and loss are Initially recognized at their fair
value and the transaction costs are expensed in the income statement.  Available-for-sale
finarcial assets and financial assets at fair value through profit or [oss are subsequently carried at
fair value. loans and receivables and financial assets held to maturity are subsequently carried at
thelr amortized cost In accordance with the effective intarest rate method.

Gains and losses arising from changes in the fair value of the financial assets &f fair value through
profit or loss category are included in the fncome staternent in the period in which ey arise,
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Changes in the fair value of menetary and non-manetary securities classified as available for sale
are recognized under equity, When the securities classified as avallable-for-sale are disposed of,
or suffer impairmant, the accurnulated adjustraents to fair value recognized under equity are
inciuded in the income statemant.

The fair values of quoted investments are based on current purchase prices, Financial assets
available for sate relating to unbisted securities are measured at cost, when there is insufficient
financlal information regarding the business plans and the financial perspectives that wolld atlow
for a salid measurement analysis using generally accepted techniques to determine the fair value
of the asset, and no significant transactions have involved these assets.

At the batance sheet date, SQLARIA assesses whether there is objective evidence of impairment
tosses with respect to a finandial asset or group of financial assets. For eguity instruments
classified as available for sale, in order o determine whether there are impalrment losses, it will
he necessary to examine whither there is a significant or protracted decline in the fair value of
the securifies to balow cost. [f there s any evidence of this type for avaliable-for-sale financial
assets, the cumulative loss determined as the difference belween the acguisition cost and current
Fair value, less any impairment toss in that financial asset previously recaghized in results is
eliminated from equity and recogrized in the income statement. fmpalrment losses recognized in
the income statement on equity instruments are not reversed through the income statement.

Investments are written off when the rights to receive cash flows from them have expired or have
been transterred and SOLARIA has transferred substantially all the risks and benefits deriving from
ownership.

3.7, Derivative financial instriments and hedging

Derivativas are initially recognized at fair value on the date a derivative coatract is entared Into
and are subseguently re-measured at their fair value. The method of recognizing the rasulking
gain or loss depends on whether the derivative s designated as a hedging instrument, and if so,
o the nature of the item belng hedged. SDLARIA designates certain derivatives as:

i} Fair value hedges of recognized iabiities {fair value hadgel; ar
fif) Hedging o & specific tisk associated with a recognized liability ot a highly kikely expected
transaction [cash flow hedges).

SOLARIA documents at the inception of the transaction the relationship existing between hedging
instruments and hedged ftems, as well as its risk management objective and strategy for
undertaking various hedge transactions. SOLARIA also docurents its evaluation from the start,
and continuolsly thereafter, as to whether the devivatives being used i the hedping transactions
are highly effective to offset changes in fair value orin cash flewws from hadged ltemns.

The total fair value of hedge derivatives is classified as an a non-current asset or {ability if the
residusl term of the hedged item exceeds 12 months and as a current asset or lability if the
residual term of the hedped item s less than 12 manths. Traded derivatives are classified a5 2
cureerst asset or fiabiity,

22



‘«@%ﬁi
Solaria

The fair values of derivative instruments used for hedging purposes are reflected in Mote 10,
Movernants in the restatement reserve under equity are stated under Note 17,

al Fair value hedge

Changes in the fair value of derivatives that are designated and qualify as fair value hedges are
recorded in the income statetnent, together with any changes in the fair value of the hedged
asset or Hability that are attributable to the hedged risk.

If the hedoe ceases to comply with the criteria for carrying the hedge, the hook adjustment for a
hedged item which is carried using the effactive interest rate method is recagnized through profit
and loss during the period snill maturity,

SOLARIA carties no fair value hedge transaction at the balance shest datz.
B}  Cash flow hedges

The effective portion of changes in the falr value of derivatives that are designated and guakify as
cash flow hedges fs recognized in equity. The gain of loss relating ta the ineffective portion is
recognized immediately in the Income statement. '

Accumutated equity amounts are taken to the income statement in the periods in which the
hedged item affects rosuits. The [oss or gain relating to the effective portion of interest rate
swaps that cover borrawings sibject to a variabie rate are recogrized in the come statement
under "financiat expensa”, However, when the forecast transaction that is hedged results in the
recoghition of a non-fsancial asset {for example, inventory), the gaiss and losses previously
deferrad in equity are transferred from equity and included in the Initial measurement of the cost
of the asset.

Whan a hedge instrument expires, is sold, or when it no longer meets the requirements of
carrying the hedge, any accumulated gain or loss in equity up until that moment remains in equity
and is recognized as a gain or loss when the planned transaction 1s finafly recognized in the
income staternent, When the planned transaction is no lomger expected to arise, the
accumulated equity gaib or loss is immediately transferred to the ncone statement.

SOLARLA recards cash flow hedges at the balance sheet date {Note 16].

o} Derivatives that do not qualify for hedge accounting

Certain derivative instruments do not qualify for hedge accounting. Changes in the fair value of
any derivative instruments that do not qualify for hedge accounting are recognized immediately
in the lncome statement. Increases in the fair value of interest rate and exchange rate derivatives
are Included under the heading "Financial income™ in the income statement. Decreasas in the fair
value of interest rate and exchange rate derivatives are included under the heading "Financil
Expense” in the income staternent.

SOLARIA has recorded transactions that de not qualify as derivative hedges at the balance sheet

date [Note 10}

3B, lowentories
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Fundamentally include materlals and finished products relating to photovoltaic solar and thermal

medeles, as welf as the investiment made by SOLARIA In photovoitaic solar plants that were pot
sold at the end of the year.

Inventories are measured at the lower of cost and net realizable value. The cost of raw materkals
is calculated using the average weichted scquisition cost.  The cost of finished products
{pkatovoitaic sofar and therrmal madules and photovoitaic sofar plants} includes design costs, raw
materials, direct labor, other direct costs and general manufacturing overhead (based on normal
oparational capacity}, as well as interest expense, provided that the production period 1s over one
year. The net realizable value is the estimated selling price in the ordinary course of business, less
applicable varlable casts of sales.

If a photovoltaic solar plant available for sale has been in operation for more than one year and
there is no sales contract in place with third parties or similar agreements, it is classified as an
asset.

3.9, Cash and cash equivalents

Cash and casly equivalents includes cash in hand, deposits held at call with banks and other short-
term highly figuid investments with original matorities of Lhree months or less.

3.10. Equeity
Ordinary shares are classified as equity.

incretnentat costs directly attributable to the issue of new shares are shown in equity as a
deduction, net of tax, from the proceeds.

When SOLARIA shares are acquired (troasury stockl, the conslderation pald, including any
incremental cost directly attributable to that acquisition {nct of corporate income tax) is deducted
fram the equity attributable to the shareholders of SOLARIA until writter off; lssued again or sold.
Whan the shares are sold or are subsequently issued again, any amount received, net of any
bcrementat cost of the transaction that ks directly attributabde and the corresponding corporate
income tax effects, are included in equity attributable to the shareholders of SOLARIA.

3.11. Subsidies

Subsidies that must bo repaid are recorded under Habilities untit the conditions to consider them
non-repayable are met whereas nom-repayable subsidies are recorded as income directly
atiributed to equity and are recognized as income systematically and im proportion o the
expenses deriving fram the subsidy. Non-repayable subsidies received from shareholders are
recorded directly in equity,

Far these purposes, a subsidy is considered to be non-iepayable when there is an Individual
agreement regarding the granting of the subsity and all of the conditions established for that
grant have been met and there are 1o reasonable doubts that the ameount will be collected.

Monetary subsidies are stated at the fair vaive of the amount granted and non-monetary
subsidies are stated at the fair value of the asset received, both values refer to the moment of
recagnition.

Capftal grants
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Non-repayable subsidies relating to the acquisition of property, plant and equipment, are
recarded as income [n the year in proportion to the depreciation/amortization of the assels
concerned of, if apprapriate, when the assets are sold, restated due to impairment lasses or
written off from the balance sheet.

tnterest siubsidies

Interest subsidies for loans granted are recorded as income divectiy under equity and are
recognized as income based on the term of the frran, in accardance with financial criteria.

The attripution of capital grants and other defarred revenues Is recognized under the heading
“attribution of subsidies for non-financial assets and other” in the income statement. They are
not offset against the depreciation of the subsidized asset or against subsidized expenseas,

interest free loans granted by officiol bodies

The loans reteived by SOLARIA that do not accrue itercst are recorded at their restated vahue
[calclated using an effective market interest rate}, and the difierence generated at the initial
moment between the nemina! amount of the Joan and its restated value I3 attributed as follows:

al When the financing is to be used to acguire an assel, the above-mentionad difference is
recorded as deferred income and taken directly to eguity and the result for the year is
attributed over the depreciation period for the financed assets.

b} I the event that the purpose of the assistance is to finance an expense associated with an
investment project, the difference hetween the nominal amount of the loan and the
ractated value is recorded as income directly under equity and it is taken to the incame
staternent as a reduction in the amount of this expense, as the subsidized expense is
incurred. 1o those cases in which the sulisidized expense has not yet accrued, this
difference is catried as income directly attributed to equity and s faken to the income
siatemnent as a reduction of the relevant expense when it accrues.

Non-manetory grants

YWhen SCOLARIA receives a non-monetary grant, far example, the right to purchase anasset fram a
governmert body at a price lower than its fair value, sublect to compliance with certain
corditions, SOLARIA adopts the alternative of recognizing the assat at a symbolic amount which
woltd he its aoguisition cost.

3,12. Trade and other payables

Creditors and other payables are initially carded at their fair value and subsequently they are
valued at the amortized cost using the effective interest rate method. Short-term payables with
no estabiished interast rate are stated at original invoice ameount when the effect of the discount
15 not significant.

3.13. Bank horrowings

Borrowings are initially carried at falr value net of transaction costs. Gorrewings are sthseguently
measured at amortized cost. Any differences between the funds ohtained [net of necessary costs)
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and their repayiment value are recognized as 3 financial expense over the life of the debt applying
the effective interest method.

Borrowings are classified as current liabilities unless SOLAREA has an unconditional right to defer
settlement for at least 12 manths a5 from the balance sheet date.

3,14, Provisions

SOLARIA recognizes provisions when {i) it has a present lagal or implicit obligation as a result of
past events, {il} it is ikely that resources will have to be applied to settle the obllgation and {ti}
the amatint may be reliably estimated.

Long-term provisions are stated at the present value of the payments that are aipected to he
necessary to seitie the obiigation using 2 pre-tax discount rate that reflects an evaluation of the
current market, the current vatue of inoney and the specific risks of the obligation, The Increase in
the provision due to the passage of time is recognized 35 an interest expense.

Contingent liabilities are considered o be potential fiahitities deriving from past events, the
existance of which are subject to the occurrence of Gne or mare future events that fie outside the
conteol of the SOLARIA. These contingent tiahilities are not recorded in the accounts but are
described in the notes presenting the financial statements Mate 26).

Provisions for warrgnties

SOLARIA prants customers wafrankies for the turnkey contracts cavering photovoltaic Hants,
operating and maintenance contracis and cantracts covering the sale of photovoltaic modules
{MNote 32.h}

The provisions that are necessary for the warranties granted are calculated based on theoretical
cxpectations and historic information regarding defect rates and estimated repair costs, These

itams are reviewed and adjusted on a regular basis.

These provisions are recorded at the estimated value of future claims deriving from previous
contracts and charged against operatlng expenses,
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3.15. Employee henefits

a}  Pension and similar obligations

SOLARIA has no pension or similar obligations with its employees or management.
b} Severance indemnities

Termination henafits are payale when employment is terminated before the normal retirement
date, or whenever an employes accepts voluntary redundancy In exchange for these henefits.
SOLARIA recopgnizes these benefits when it has demonstrably undertaken to terminate current
employees’ employment in accordance with a formal detailed plan that cannot be withdrawn, of
to provide severance indemnities as a resuli of an offer made to ancaurage voluntary redundancy.
Banefits that will not be patd within 12 months of the balance sheet date are discounted to their
present vatue,

3.16. Corporate income tax

Corporate income tax expense is the amount accruing in this respect during the year and includes
both curtent tax expense fincome} and deferred taxes.

Both current and deferred fax expense is recorded In the income statement. However, eqity
recerds the tax effect relating to items that are racorded directly under eqlity.

current tax assets and Habilities are stated at the amounts that are expected to be paid to or
recoverad from the tax authorities in accordance with carrent tegislation or |egislation that has
heen approved but not yet published at the year-and,

Corporate income tax expense for the year is calculated hased on pre-tax results stated in the
annual accourts, increased or decreased by any differences between accounting and tax criterda,
hearing in mind any tax credits or deductions that are deemed appliicable.

Beferred ncome tax is calculated, using the liability method, on temporary differences arising
between the tax hases of assets and Habiities and their carrylng amounts in the annuat accounts.
Hawever, if the deferred taxes arlse from the initial recognition of a Hability or an asset on a
transaction other than a business combination that at the time of the transaction has no effect on
the tax gain or loss, they are not accounted for. Deferred income tax is detertnined using tax
rates {and laws} that have been enacted ar substantially enacted by the balance sheet date and
are expected to apply when the related deferred Income tax assef is realized or the deferred
income tax liability is settled.

Deferred tax assets are recoenized insofar as future tax profits will probably arise against which to
offset the temporary differences, as well as tax-foss carry forwards yet to be offset.
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3.17. Revenue recognitlon

Incame and expense are recorded on an accruals hasis, Le. int the period in which the income ar
expanse deriving from the goods or services in guestion is earned or incurred rather than the
petiod in which the cash is actually received or dishursed.

al  Recognition of sales

Sales include the fair value of consideration received or to be received on the sale of goods and
services during the course of SOLARIA's ardinary tusiness. Sales are presented net of value added
tax, returns, and price reductions and discounts.

SOLARIA recoghizes income when the amounts may he refiably determined, it is lkely that fuiture
profits will flow o the company and the specific conditions for each of the company's activities
are met, as is described below. Revenues from the sale of assets are recognized and carried in the
income statement when the Company has transferred all substantial tisks and henefiis deriving
fram the ownarship of the assets concerned to the buyer. ftis deemed that sales amounts cannot
be refiably determined untif all contlngencies relating to the sale have been resolved. The
Corapany bases its estimates on historic results, hearing in mind the type of customer, the type of
transaction and the specific terms of each agreemant. :

The sale of photovoltaic solar plants, whose assets arc classified as inventories {Note 3.8} are
recorded under the heading "Revenues” and at the same time inventories are eliminated by
charging the heading "Change in Inventorias of tinished products” in the incoime staterment. In this
case, the sales of electricity penerated by the plants are considered t¢ be “incidental income” and
are recorded on an accruals basis under the heading tGther revaenues” in the income stateiment.

in the case of a photovoltaic sofar piants classified as an asset {Mote 3.8, the revenue from sales
of electricity is recorded on an accruals basis under the heading “Revenues” in the income
stateiment. :

b}  Extent of completion

SOLARLA applies the extent of completion method for those firm sales agreements {construction,
netailation and launch of photovoltaic sofar plants (turnkey projects), that have the followlng
characterisiics:

3. Existence of a defined customer with a firm obligation, i.e. 8 commitment
that binds both parties to comply with ceriain technical requirernents,
deadlines and other refaied specifications. This commitment obligates the
customer to purchase if SOLARIA complies with the previously established
conditlons,
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b, The armount of revenue may be measured rebiably. [0 this case, contracts
are for fixed prices and there are no abnormal risks involved with the
praject,

c. SOLARIA will likely recaive the profits or financiat yields deriving from the
transaction. In any event, before concluding the agreement the solvency of
the customer is analyzed in order to avoid reasonable doubls regarding
futuire collectlons.

4. The extent of completion, at the end of each year, may be teasured
reliably.

e The costs already incurred, as wel as those yet to be Incurred, may be
reliably measured and may be comparad with projected estimates,

When recognizing revenue deriving from these apreements SOLARIA uses the extent of
completion method, This percentage is calculated hased on total income established in the
agreament and is determined as the ratio hetween the costs incurred to date and the total
projected costs required to complete the project.

The difference hetween the araount of production and the amount invoiced to the date of the
financial statements accounts is stated under Trade debtars for invoices yet to be issued,
recorded under the heading “Trade and other receivables”. In tum, the amounts invoicaed
advanee for various reasotis {advance inveices (o customers) are reflected on the liability side of
the balance shest under “Trade and other payables”.

Where the results of a construction contract cannot be refiabiy estirnated, contract revenues ara
onby racognized up ko the Himit of contract costs incurred that are likely to be recovered. Where
the resuits of a construction contract may be refiably estimated and the contract Is likely to be
profitabie, contract revenues are recognlzed over the term of the contract. When it is fikely that
the agreement cost will exceed the total revenues ohtained, the expected [Dss is immediately
recognized as an expense.

For those profects that do pot meet alt of the conditions necessary o recognize revanue in
accordance with the extent of completion method SOEARIA recognizes revende for these projects
at tha time that the assets are physically delivered.

c intarest incame

Interest incorae is recognized using the effective interest metheod.

3,18, Dividend distribution

Dividend distribution to shareholders is recognized as a fability in the financlal statemeants [ the
year in which the dividends are approved by SOLARIA's sharehoiders.
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3,19, Enviranment

Expenses deriving from business action taken to protect and Improve the environment are
recorded as an expanse in the year incurred. When such expenses entail additions o property,
plant and equipment the purpose of which is to minknize the eavironmental impact and protect

and improve the envirenment, they are accounted for as an increase in the value of non-current
gssats,

3.20. Fareign currendcy transactions
a) Functional and presentation currency

SOLARIA™S annual accounts are presented in euvros, which s SOLARIA's functional and
presentation currency.

b} Transactions and balances

Transactions in foreign currency are transkated to the functional currency using the exchange
rates fn foree at the tiansaciion date. Foreign currency gains and losses resultlng from the
settlement of transactions and transiation at the year- end exchanpe rates of monetary assets and
tizbilities denominated in foreigh currency, are recognized In the incomne statement, unless they
are deferred in equity as gualified cash flow hedges and gualified net investment hedges.

Charges in the fair vafue of monetary securities denominated in foreign currency classified as
availabie for sale are compared against conversion differencns resulting from the change in the
sectirities’ amortized cost and other changes in the carrying value of the security conceris.
Exchange differences are recogrized in the Income statement for the year and other changes in
the carrying value of recognized under equity.

Exchange differences in respect of non-monetary items such as equity instrumeants at fair value
through profit or loss are presented as part of the fair value gain or loss. Translation differencesz in

respect of non-menetary ltems such as equily instruments classed as available-for-zale financial
assets are included in equity,

2.21 Related-party transactions

in general, transactions betwesn group companies are recorded initially at their fair value. If
appropriate, when the agreed price differs from the falr value the difference is recorded in
accordance with the financial reality of the transaction. The subsequent valuation is applied in

accordance with the provisions of the refevant rules.

Notwithstanding the above, in mergers, spin-offs and non-monelary contributions of a buskness
the Company foflows the following criteria:

H
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a]  Intransactions behween group companies involving the parent company or the parent of a
sub-group and a diract or indirect subsidiary, the items constituting the acguired business are
measured at thelr carrying value in the consolidated anvkal accounts for the group or sub-group
after the transaction takes place.

b} in the case of transactions between other Group companies, the equity itemns making up
sha Business are measured at their carrying value in the individual annual accounts before the
transaction.

Any difference is taken to reserves.

4. Financial risk factors

&.1. Financial risk fackors

SOLARIA'S activities are exposed to several financial risks: market risk {including exchange rate
risk, price risk and interest rate risk], credlt risk and liquidity risk. The overall risk management
program at SOLARIA focuses on the uncertainty of fnanciai markets and atiempts to minimize the
potential adverse effects on its financial profitabifity. SOLARIA employs derivatives to hedge
against exchange rate and interest rate risks,

Risk management is controlled by the Finance Department at SOLARIA.  This BDepartment
identifies, avaluates and hedges against financlal tisk in collaboration with operating units at the
Comnpany.

a} Market risk
i) Forefgn exchannge Fisk

SOLARIA operates internationally and thercfore 7s exposed 1o exchange rafe risk on currency
transactions, patticularly the US dollar. The exchange rate risk derives from commercial
rransactions, fundamentally invelving the purchase of machinery and raw materials abraad.

Financial management has established procedures that require the hedging of exchange rate risk
in all transactions carsied out by the Campany in any currency other than the euro fafling due in
mote than 30 days, provided that market conditions existing at the tima of the transaction make
this advisable.
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The currency other than the euro with which SOLARIA currently operates is the US dollar. ifat 31

Decembar 2008 the elra had increased/decreased in value by 5% compared with the US dollar,
with alt other varialles remaining the same, the effect on profits and equity would have been the
followlng:

Thousand suro

2003
Effact on pre-tax profits:
+5% -
_5% -
Cffect on pre-tax equity:
+5% {388}
T 386

iy Price risk

SOLARIA Ts exposed to market price risk affecting raw materlais. Managemeht handles this risk
bearing In mind the market conditions in effect at the time the transaction takes place, by signing
fiwed price contracts.

i) Cosh flow interest rale risk

since SOLARIA does not have significant remunerated assets, income and cash flows from s
operational acibvities are very independent of the variances tn market Interest rates,

interest rate risk affecting SOLARIA derives from long-term loans from eredit institutions. Loans
from credit institutions bearing interest ab a variable rate expose SOLARIA to cash flow interest
rate risk. SOLARIA's policy consists of using derivatives to hedge Interest rate risk affecting loans
indexed to a variable interest rate. All loans oblained by SOLARIA from credit Institutions st a
variahle interast rate were denominated in euros,

SOLARMK manages cash flow interest rate risk using variable to Fived interest rate swaps. The
economic effect of these interest rate swaps is the conversion of variable interest horrowings to
fixed interest horrowings. Generally, SOLAREA obtains long-term berrowlngs at & variable lnterast
rate and swaps for a fixed interest rate that is lower than would have been avaitable if the
company had obtained the borrowings directly at a fixed interest rate. Under the inferest rate
swaps, SOLARIA enters into a commitment with other parties to exchange, with certain regularity
[generally quarterly}, the difference hetween the fixed interest rates and the varizhle interest
rates calcutated based on the notional principal amounts contracted.
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At 31 Deceraber 2008, and including the effect of contracted interest rate swaps, SOLARIA's debi -
structure is as follows:

B Thousand euro

i 2008

Fixed Mterest rate debt 11,464
Varlable interest rate debit 81614
Total 93,078

The sensitivity of profits and equity to interest rates is as follows:

_ _ _ ) Thousand euro
nereasef{decrease in Effect on pre-tax Effect on pre-iax
the interest rate {in prafits eguity
‘hasis points)
2008 +10 [0} _ {21}
-10 10 o2

b)  Creditrisk

Credit risk derives fromn cash and cash eguivalents, derivative financial instruments and deposits
with hanks and financlal institutions, a5 well as customers, including outstanding recaivahles and
transaction commitments. Transactions are only carvded ouf with financial instituticns of
recagnized prestige and taking into account past experiences and other factors. In cases in which
there is no Mmdependent eredit rating of customers, the Hnance Department evalustes the
situation bearing in mind the financial posiion of the customer, past experience and other
factors. SOLARIA does not have the policy of granting leng-lerm loans to customers, except in
exceptional cases.

At 31 December 2008 the trade receivables recorded by SOLARIA did not show any items in
default.

The trade receivables and receivabies from group and associated companies at 31 Becember
2608 show future maturities as foilows:

£ to 45 45 ta 90t 120 12010 More
days ni days days 180 days than Total
180 receivab
. _ _ days  fes
Trade 105,196 - - - - 105,196
receivables
[Note 12}

3
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o} Eiquldity risk

Prudent iquidity risk management implies rmaintaining sufficient cash and marketable sacurities,
the avallability of funding through an adequate amount of committed credit facilities and the
ability to close out market positions. Given the dynamic nature of the underlying businesses, the
Finance Departeent at SOLARIA has the objective of maintaining financing flexibility through the
availability of cormmitted fines of credit.

Management monitors projections of the Bguidity reserve recorded by ADLARIA hased on
expected cash flows,

4.2, Equity managenent and debt levels

SOLARIAS abjectives with respect to equity management are to safeguard ifs capacity to
continge as a going concern in order to obtain yields for shareholders and to maintain an
opiimal equity structure at reduced cast. SOLARIA's management monitors egquity by applying
the debt ratio. This ratio is calculatod as equity divided by net delt. Net debt s calculated as afl
sutside resources {inciuding bank loans, creditors and other accounts payable, as shown in the
batance sheet) less cash and cash eguivatents. Equity consists of share capital plus rescrves and
undistributed results, as is reflected in the balance shaet,

SOLARIA'S ohjective is to have adequate equity to obtain the firancing necessary for expansian
without compromising its sofvency and maximizing yields that shareholders may obtain from
their investments. The Company does not operate in sectars with specific capital requirements
and it mests those established by general legistation {Spanish Companies Act) regarding
minkmurn capital reguirements.

Tha debt ratio at 31 December 2808 s as follows:

Thousand

auro
2,008

Long-term craditors [Note 14} 29,374
Short-term receivables {Note 19) 63,704
Berivative financial instriements {Note 10) 1,857
Borrowings 85,035
Lass: Cash and cash equivalents {Note 13} {16,050}
Net debt " 84,985
Total eguity 237,418
Debt ratiofEquity 036

This year, due to the large investments made by SOLARIA [n inventories of photovoltaic solar
plants, the Company used cash and cash equivalents avallable fast year for these investments,
which gave rise to a change in the financial structure of SOLARIA.

4.2, Fair vakme astimation
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The fair velue of financial instruments traded In actlve markets (such as hedging instruments and

trading and avatlable-for-sale securities) is based on guated market prices at the balance sheet
date. The market price used by SQLARIA for financial assets is the current buy price.

The falr value of financial instruments that are not traded in an active market is determined by
using vafuation technigues, The Company uses a variety of methods and rakes assumptions
hased on existing market conditlons at each balance shest date. Market prices for simiar
instrurrents are used for long-term debt. Other technlques, such as estimated discounted cash
flows, are used to determine fair value for the remaining financial instrments. The fair vakue of
interest rate hedges is caiculated as the present value of ostimated future cash flows. The fair
vakue of forward foreign exchange contracts is determined using forward exchange market rates
a% the balance sheet date,

The book value less the provision for impairment of rocelvables and payahles is assumed to
approximate falr value, due to the nature of trade payables and receivablas in the shori-term.
The fair value of financial Rabifities for the purposes of presenting financial information s
estiinated by discountlng future contractual cash flows at the current market interest rate
available to SOLARIA for similar financial instrumeants.
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5. Intangitle assats
The breakdown of movements in items making up intangible assets is as follows:
Thousand
elrg
Balance at Addbtlons Bakapce at
01.01.02 31,3208
Cost
Computer sofiware 27 11 38
27 11 34
Amortkzatian
Compster software {11} {21} {32}
{11} {21) 22
iR =)
At 31 December 2008, SOLARIA does not record any fully amostized intangible asseks.
&. Property, plant and eguipraant
The breakdown of movemants in ftams making up pronerty, plant and equinment is as follows:
Thausand
BLMg
Balance at Additions Disposals Transfers Bafance at
010108 31.1%08
Cost
i.ang and buitdings R E] 17.510 22,603
hMachinery F0E3 3,208 {2} 2k 10,815
Flant 1088 513 1,59G
Comgter processing equiprment i1 53 124
Furnishings 50 65 116
Vehicles 28A 1 287
Ogher PPE EXL ¥ 13 372
Progedty, plant and equipment 14,564 13,7 {181) {553} 30,565
under ceastroction
33,644 39,129 [1EE} 1] F2.587
Amartliatlen
Buitdings {70} {353 (453
Machinery (667} £2,121) 26 {1,702}
Piant £75; {133 e Py
Compities processing equipment {14} [25) 124d]
Furnishings {51 {51 {14}
Vehicles 155] {2} {E4}
Other PPE {12 {35} {as}
fEag {1,708} a6 o {2,521}
2,745 74,066
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The heading Land Inciudes £72k relsting to the fair value of a plot of land obtained by the
Company from the municipality of Puertollana through the swap agreement dated 21 December
2005, under which the Company acqubres the lzned on which 1t will instali @ 1 MW s0lar farm in
exchange for the assignment of the income obtained from this farm to the municipality, eqgual to
skw of installed capacity over 25 years. This value has been caiculated by updating future income
by applying 8 market interest rate. As considaration for the value of the land, SOLARIA has
recorded a liahility with the municipaity of Puertollano in the same amount under the heading
Tratde and other payables which [s updated regularly to reflect the financial effect. At the time this
tfransaction Is recorded no result was generated as the updated value of future Income coincldes

with the fair value of the land. This sofar plant was cormpleted in 2608 and its defivery has yet to
be formalized.

1 addition, the heading Land recarded an amount of €41k that relates to the acquisition of a plot
of land in the Industrlal Estate ta Nava | that SGLARIA acquired from the Municipality of
Puertoflano for the price of £1/m2, by virtue of the agreement concluded hetwean SOLARIA and
Fupdescop and in appication of the Municipal Incentive Regulations for investments that result in
the creation of employment in Puertoliano. According to that agreement, SOLARIA will carry out
cartain works and construct the installations necessary to build an industry dedicated o the
manufacturing of thermal and photovoltaic sofar panels and create 80 jobs within 24 months after
the date on which the deed for the tand was transferred. The difference hetween the acquisition
rost of the tand and its fair value is not significant. '

Furthermare, there are several additions refating to the acquisition of land adlolning the factory
totafing €895k which will he used to build solar plants.

The heading land and buildings includes £10,878k and £5 6522k, respectively, relating to the value
of the new reduction facility for photovoltaic iodules located in Fuenmayar {La Rinja}. This land
was acquired under a finance lease from Banco popular, through an agreement conchided on 28
farch 2008,

Transfers and additions recorded under the heading Machinery relate to the extension and launch
of various photovoltaic moduie production lines at those fackories.

Tangible fixed assets under construction Inciudes the following:

Construction work for the new building for the cell manufacturing plant.

Construction work for the building that will supply energy to thes celt plant.

. Installation of machinery for the manufacture of photovoliaic cells.

Construction of a de-ionization plant for the photavoltaic cell factory.

installation of machinery to expand the photoveltaic imadule plant.

The Company has taken out a number of insurance policies to cover risks relating to tangible fixed
assets. The coverage provided by these policies is considered io be sufficient.

At 31 Decerber 2008, SOLARIA does not rocord any fully dapreciated property, plant and
equipment.

a) Asscis being avquired under finance leases




.’%}1

solaria

vekitles, fand and bulidings in Fuenmayor, as well a5 production machinery, are property, plant
and equipment that SOLARIA is acquiring under finance leases, the cost and accurmnubaled
depreciation of which is as foHows:

Thousand euro

_. . ..=2008

Capitafized finance lease cost 16,783
Accumulated depreciation - {317)
16,466

The vehicles themselves are the guarantee for the finance teases should the terms of the
agreement fail to be met {Note 19).

b} Capitalized financial expense

The financial expense refating to property, plant and equipment acquired during the year and
deriving from borrowings obtained to construct the factory and production Tines etc. has been
capitalized. These capitalized financial expenses totaled £360k and have been included under
additions of property, plant and equipment under censtruction. 0 order to capitatize financiat
expenses that accrued before the faunch of these assets, a capitalization rate of 5.47% has been

used, which represents the average interest cost for the loans used by SOLARIA to finance these
investimeants.
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The carrying vaiue at the year-end of each of the categories of financia) instruments established
under the meastrement and accounting policy category “Financial Instrements”, axcept
investments in the equity of group, multigroup and associated companies {Wote 8}, is as follows:

a) Financial assets

Lang term
Oither finarelal assels
Deferred tax aseets {Note 21}

Short term

Other financial assets

Trade and other recaivablos (Mote 5,12 and
2%}

Othar lopg-term flhancial assets

Thoiesand
euro
Tty Beht Taxes and Brorivative
instruments  securitles socist securtty  loans and
rofundable ather
“ 34
11,200
13200 34
Thousand
EUEG
Equity Babt Taxes and Brerivative
[nstrsrnzats secyritics sacial soourity  loans and
. refundable othar
- L1

32,547 105,950

32,547 106,014

The halance of this heading includes investment funds maturing In 2002 and 2010. The fund
ansures a yield covering 100% of the investment made, provided that the market value of the

funds 15 kess than the fnvestment,

Othar short-term financial assets

Thesa iterns basleally relate to guarantees provided for projects being execuied in 2008,
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b} Financial liabilities:

Long tertm

Borpowings and okbber financial liablllHes
Deferred tax liabilities {Mote 21}

Short term

Borrowings and other payables {Notes 19 and
200}
Hedping dorvatives [Note 10)

N

Solaria
Thousand
EUFD
Bank Bebantures Taxas and Derlvatives
horrowlngs and other soclal security  and other
maTketabie refundabla
sacuriies i
20,374 - - G107
- - 9493 -
28,374 - 3 5,147
Thousand
eurn
Bank Debentures Tawes and Berivatives
borrowings  and other sochal security  and other
marketahia refundable
secirifios
3,704 - &03 60,672
- - - 1,957
63,704 - 509 52,629;
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8. Shareheoldings in Group, multigroup and associated companies
A% 31 Becember 2008 shareholdings in group companies are as foflows:
Thousznd
e B
CHrect or Saning vaue
Enditect slake Accumeizied
¥_ . Con Impalerttent  Capital  Reserves 3008 profit Tolal :
Técnicas Ambientales def Narte, S.A, HiO% 303 - 5 3 33 &1
Ptanta Safar Peertaflana 1, 5.1 100 3 - 3 - q 12
Planta Sataz Puectoblana 2, 5.1 100% 3 - kS - 16 13
Planta Sotaz Puecetoblano 3, S 13I% 3 - 3 - 11 14
Planta 3aiar Peedadlang £, 5.L. 1053 3 - 3 - 2 5
Planta Solar Puertollana 5, 5.L. A0 E] - 3 - 3
Flanta Solar Peerlollng 6, S.L. 1041 3 3 - 31 2
Plaeta Solar Puericliane 7, 5.5, 100% 3 - 3 - - 3
Plagta Solas Buerielkzno 3, 5.E, 1003 3 - 3 - - 5
Flarta Solar Puerolizng &, 5.8, 1003 3 - 3 - - 3
Planka 5clar Puaertolizno 1G, 5.1 1003 3 - 3 - - 3
Planka FW 1, 5.LEL 1005 i 3 - - a
Planta BV 2, 5L 14607 3 - 3 - - i
Plantz FY 3, 5124 L6054 3 - 3 - 3
PRk FV 4, 514, % 3 - 3 - 3
Planta 7Y 5, S.LE A% ] - 3 - - 3
Plznla £V 6, 5.4, E00% 3 - 3 - - 3
Peznta FW ¥, S.LAL 10a% 3 - 3 - - 3
Pianta By &, 5.E4). 10 3 - 3 - - 2
Piznta Fv 9, 5B 100 3 - 3 - - 3
Plenta P¥ 0, 5.LL. 1035 3 - 3 - - 3
Plazita B 1, S.LAR 10 3 - i - - 3
Flamta MW 22, 5.L.ER 100% 3 - 1 - - 3
Plagm P 13, 5.L0, 1904 3 - 3 - 3
Blapka FY 14, S.ELL. 1005 K] 3 - - 3
Plasta BV 15, 5.E0. 100% 3 - 3 - - 5
Flanta BV 14, 5.L.E, 190r34 3 - 3 - - 3
Planta W 17, S.E4, 190% 3 - 3 - - 3
Planka B 18, 5.6, 1005 3 - ES - - 3
Plamia &y 19, 501, 005 3 - 3 - 3
Pranta i 20, S.L.L, B 3 - 3 - - 3
Wagacala Salar 1, 2. K 4,858 - 3 i S8 532
Giobasel Villenueva 2, 5.2, 130% 4,953 - 3 i 56 370
Al Sodar, 5.1 Heak 2,721 - 3 343 345
13922 - 104 5 1,501 1,60

This information refers to the individual annual accounts at 31 Decernber 2008 [mot subject to
mandatory audit)

Hone of the Group companies in which SOLARIA holds an interest are listed on a stock exchanee,

1
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Acguisitlons that took place in 2008 were as follows:

1. On 2 April 2008, SOLARIA acquired the ten companies called Planta Solar Puertollano 1
through 10, 5.L from Selarla DTL Corporacidn, S.L., paying €3k for each company, which is
the amount eguivalent to thair share capital.

5. On 27 May 2008 SOLARIA acquired 100% of the shares ia the companies Globasol
Villanueva 1, S.L, Magacela Solar 1, 5.1 and Alhama Soiar L, S.L.

3. Subseguently, on 3 june 2008 SOLARIA acgulred the company Tecnicas Ambientales del
Norte, S.A., paying €303k for 100% of the cofnpany's shares.

1 addition to these acqulsitions, on I August 20043 SOLARIA incorporated, as the single
sharcholder, 20 limited lability compantes ealled Blanta BY 1 thiough 20, S.L.U, each with share
capital totaling €3k,

Al the above-mentioned companies engage in the production of electricity under the special
system using photovoliaic solar pants.

g. Loans to refated companies

The heading Loans to related companies breaks down as follows:

Thousand
SUFD
2008

Shott-term Maes
Beceivabias from ralated cormpantes 160,501
Provision for bad debts (22,675}
FIES

The heading "Receivables from associated companies” at 31 Decernber 2008 includes the amount
yet to be coliected from Solaria DTL Corperacion, S.L. and relates to the agreements concluded
with SOLARIA for the engineering and construction of a photovoltaic solar energy plant on a
turnkey basis and with instafled capacity of 11 MWp. Furthermore, this headlng also inchudes the
outstanding receirabie from Athama Solar, 5.L,, Glohasol Villanueva 1, S.L. and Magacela Sotar §,
5.1 for itvoices relating to part of the construction of photovoltaic solar plants.

tha provision for insolvencias refates to the balance receivable from the subsidiary Planta Sular

puertolianc 8, S.L., which In 2008 received the return of a customer's project that had been
started by SOLARIA the preceding year.

Az
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10, Derivetive financial instruments

The breakdown of hedge instrument assets and Habfiities at the end of 2008 Ts as follows:

__... ous
Asset Eiabifity
Fair value of derivatives not used for book hadges
- [interast rate - {1,229}
. {1,229}
Fair value of derlvatives used for book hedges
- inferest rate - {247}
- Exchange rate . {481}
- {728}
Total ' ; (1,957}

al  Interest rate hedge

In arder to protect against fluctuations in the interest rate applicable to the loans oifained from
Caia Rura! totaling €1,500k and €4,500k euros, respectively {Mote 19, the Company has ohiained
an interest rate hedge from Banco Cooperativo Espafinl, Lhe main characteristics of which are as
fallows:

nigial notional amount: £5,353%

Maturity date: 12 Decermber 2011

Variable | payer: Banco Cooperative Espafiol

Warizble | rate: S-month euribor

Variable If payer: Solaria Energia ¥ Meodio Ambiente, S A

Variable I rate: 3.96%, in the event that the euribar goes ta 5%, there 15 & 0L10% credit.

The maturity dates for the derivatives are as {oflows:

Year __ Thousand eures _
2003 a36
2010 857
011 4,071

Caja Rurat de Ciudad Real granted a €200k guarantee to Banco Cooperativo Espafiol in SOLARIA's
favor to respond to the obligations that may derive from the interest rate swap cradit conceraing
the above-mentioned interest {Note 32).
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In order tn protect against fluciuations in the interest rate applicable to the [oan obtained from
Ca)a Madrid totaling € 6,000k [Mote 19}, SOLARIA has obtained an interest rate hedge from Caja
Madrid, the main charactaristics of which are as follows:

tnitial notlonal amount: €6,000k

Fixed rate payer: Solatia Energia y Madio Ambients, S.A

Fived rate: 4.63%

variabla rate paver: Caja de Ahorros y Monte de Piedad de Madrld
Variale rate: B-month euribor

The maturity dates far the derivatives are as follows:

Year Thousand euros
2005 800
2010 5,400

bl Fareign exchange hedge

in order to hedge against currency exchange rate fiuctaations khvolving the eurn and the US doliar
in certain production machinery acquisition transactions projected in 2005, SOLARIA has obtainad
a hedge from Barclays, structurad through a currency option with a knock out of €1,110. The main
characteristics of this transaction are:

tritial notonatl amount: $2 million
Strike price: L3160
Maturity date: 10 June 2009,

¢} Perivatives that do not gualify for hedge accounting

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

Initial netional amaont; €16,500k

Fixed rate payer: Solaria Energla y Medio Ambiente, 5.4,
Fixed rate: 4.585%

Varizble rate payer: Banco Popotar

Varlable rate: 12-menth eurthor

The maturity dates for the derivatives are as follows:

Year Thousand
- - Eu ro
2080 503
2011 396
22 o442
2013 491
2014 13,168

This interest rate swap does not gualify for hedge accounting since | ks not highly officent at the
start of the hedge and in subsaguent years,
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11, Inventories
Thousard
SED
2008
Sclar Farms  Photovoitric Tharmat Toial
Raw matetiatz and ather suppiies - 14,151 S8R9 14,740
Finfshed nroducts 131,638 1,765 Faq 134,153
Advance payments from seppllers - 7,964 - 7,964
131,698 23,884 1,313 156,895

Raw maferial inventories in 2008 fundamentally relate to cells, glass, alminum and other

materizals neaded to manufacture phatovoltaic modutes.

inventaries of finished products mainly relate 1o constructed solar plants that have not been sold

af the end of the year.

SOLARIA has taken out 2 number of Insurance policies to cover risks refating to wventories. The

coverage provided by these policies is considered to be sufficlent.

12. Tyade and other receivables

At the year end this heading breaks down as follows:

Trade receivables for sales and services rendered

Trade recelvables, Group and assoclated companies {Note 39
Other deblors

boans b0 enyHoyees

Public entities (Note 21)

Thoesand
eurg
2.002
27371
¥7.825
Gl

i

32,547

138,506

The halance of "Other debtors” relates to a fixed asset subsidy granted by the Ministry of Industry

{Note 18), which had yet to be collected at the end of the year.

Dotails of Trade receivahles are as follows:

Tratle receivibles for invoices yet to be issuod
Recoivabios far guaraniees retalned
Trade receivables for trade Lilks

Thousaed
eLFos
2008

S 75
G2
4,671
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Trade recelvables 16,322

27,271

The armount recorded under “Trade receivables for invoices yet to be fssued” relate in full to work
carried out on photovoltale farms, for which the revenue Ts recognized on a degree of completion
basis, as is described in Note 3.17.

The heading “Receivablos for guarantess retained” relates to 5% of the total work invaoiced for

photevaltaic farm installation projects, which SOLARES will collect at the time the warranty perlod
ends.

At 31 Decemboer 2008 the heading “Trade recoivables” malnly refatas to the balanee yet to be
ecilected for solar farm instatlafion projects.

A% 31 Decembear 2008 the halance of “Trade receivables for trade bills” relate to trade bills sent to
customers for sales of photovoltaic modukes and turnkey projects.

The hool value of Trade and other receivables is similar ta their fair value.

13. Cash and other cash equivalents

The balance of this heading at the end of 2008 refates to ireely available balances In petty cash
and banks.

14. Capital and share pramiem

Equity

Equity consists of 101,146,667 fully subscrihed and paid registered shares with a par value of
£0.01 each.

At 21 Decernbir 2008 Equity was distributed as follows:

Number of Percentage

shares nterest

Sobaria DTE Corporacion, 5.0 £2,235,544 61.53
Treasury shares 1,417,153 1.45
Continuous market A7,440,960 37.02
Total 101,146,667 1063

in accordance with the resolution adopted by shareholders at the General Meeting held on 24
May 2007, the Board of Directors was authorized to acquire up to 5% of the share capital of
SDLARIA for consideration at one or sevaral tinees and within a period not to excesd 18 months.
The minimurm price will be the par value of Lhe shares and the maximum price will he 108% of the
listedl price on the Continuous Market at the time of acguisition. '

Al of the shares in SOLARIA are fisted on the four official slock markets It Spain and on the
continuous market.
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There are no restrictions on the transfer of shares.

On 1 January 2007 the Universal Meeting of Solaria Eneraia y Madio Ambiente, S.L approved the
transformation of the Parent Company inta a Public Limited Uability comparny and the splitting of
the nurtber of shares outstanding by transforming each current share with a par value of €10
amch into 1,000 new shares with a par value of €0.01 each, thereby increasing the nuraber of
shares outstanding from 77,760 to 77,760,000, without changing the aguity figure for Solaria
Enargia y Medicambiente, S.L. The shares were attributed to shareholders existing at the time of
the split who owned to the previous shaves in the same proportion as those owned before the
Resolytion to transfortn the shares was adopted.

On 21 March 2007 Solaria Energla y Medioamblente, S.L filed an appiication with the Madrid
Mercaritile Registry to transform the Company from a private lirnited Hability compainy to & public
limited Hability company, inaccordance with the Resolution approved by the Universal Meeting
heid by Shareholders of Solaria Energla y Medio Ambiente, 5.L. on 1 January 2007,

The Universal Meeting and the Board of Directors of Solaria Encrgfa y Medivambiente, 5.4, at the
rmeetings held on 24 May 2007 adopted, among others, resclutions ragarding the change in the
Company’s governing body, the appointment of Directors and the application for SOLARIA'S
shares to be listed on the stock market.

On 15 fune 2007 shareholders adopted a resolution to make a public share offering wrior to listing
Solaria Energla y Medioambiente, S.A. shares on the Spanish stock markets. [s therefore increased
Solaria Energla y Medioambiento, 5.A, share capital through a public share offering by €234k and
the issue of 23,386,667 ordinaty registered shares of the sama rlass as those already in existence
and with & par value of €0.01 per share and a share premium to be determined while the
minimam subscription fevel was established at £50k.

in addition, the above amount for the public share offering may be increased by the shares
involved with the purchase option "green shoe™ granted to the companies that concluded the
Underwriting and Placement Agreement refating to the Offer, involving a maxinurn of 3,508,000
existing shares with a par value of €0.01 per share, for a total nominal amount of £35k.

in addition to the share capital increase dated 19 June 2007, for accounting purposes the share
premium was established at €949 per share, which represents a total of £210,006k (net of the
share capital increase costs totafing 11,932k}

On 21 lune 2007 the company's underwriting the public share offer fully exercised the purchase
optiots involving 3,508,000 shares in Solaria Energia y Medio Ambiente, S.A. granted by Solaria
DFL Corporacidn, S.L. by virtue of the Undenwriiing and Placement Agreement concluded on 18
Jupe 2007, at a price of £3.50 per share.

On 12 Movermnber 2007 the majority shareholder of SOLARIA reached an agreemant with Barco
Espafio] de Crédito, Morgan Stanley and Piper saffray to carry out a private placement among
gualified investors and involving a package of approximately 10,114,000 shares in Sofaria Energia
y Medio Ambiente, 5.A,, representing approximately 10% of that company's share capital. This
process was campleted on 13 November 2007 at a price of €19 per share.
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As a result of the abova, share capital was established at 1,011,004 to €67, reprasanted by
101,146,667 shares with a par value of £0.01 each and fully subscribed and paid in.

In accordance with the resolution adopted by shareholders at the General Meefing hald on 24
May 2007, the Board of Directors was authorized 1o acquire up to 5% of the share capital of
SOLARIA for consideration at ane or several thmes and within g period not to exceed 18 months.
The minimum price will be the par value of the shares and the maximum price will be 100% of the
fisted price on the Continuous Market at the tlme of acquisition.

Afl of the shares In SOLARIA are listed on the four officlal stock markats in Spain and on the
continuous market.

At the end of 2008, SOLARIA's shares were Hsted at a price of £1.91 (2007: £21.48).

Treasury shares

QO 18 February 2008, and through the execution of the Resolutions adopted by the Extraordinary
and Universal Meeting of SOLARIA held on 24 bay 2007, P. Board of Directors unanimoushy
adopted a Resolution to acguire treasury shares in SOLARIA, at one or more thnes, in accardance
with the terms and conditions established by the General Meeling and up to a maximum amount
of £15,000k. in this respect, on 19 Fehruary 2008 SOLARIA concluded a Liguidity Agrectnent with
Banesto Bolsa, 8.V, S.A. in accordance with Mational Market Commission Circular 3/2007 {19
Decembar} regarding count includes the Agreements for the purposes of their acceptance as a
market practice. This agreement was renewed on 12 lune 2008,

At 31 Becemizer 2008, SOLARIA hotds a total of 1,476,163 shares with a total value of £3,540k,

Share premilbm account

The share premium account arese as a resuit of the publle share offering and is freely availabte.

15. Reserves angd Profit and loss account brought forward

Lepal resenye

[n accordance with the Spanish Companies Act, 10% of profits must be transferred te the legal
reserve each year until it represents at least 20% of share capiial

The [egal reserve may be used to increase capitat in an amount equal to the portion of the
hatance that axcesds 10% of capital after the increase. Otherwise, until it exceeds 20% of share
capital and provided there are no sufficient availahle reserves, the legal reserve may only be used
to offsel losses,
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Voluntary reserves

This them relates to prior year profits not distributed by SOLARIA. These reserves are fully
available.

16, Profit for the year

The proposal 1o be presented fo the General Meeting regarding the distribution of 2008 losses is
as foflows:

Thotsand
— e
2.008
Avalizble for distribution
Less for the year 17,654}
Application
ta Losses brought forward {17,554}

Buring 2008 no Tnterim dividends were distrilbuted.

17. Measurement adjusiments
Movemnents in this provision during 2008 were as follows:

Thousand eura

2.008

Lash flow Redges
falance at 1 lamary 2008 5072
Increases ¥le
Ctecregses {7, 2341
Tax effect 1,955
Batance at 31 December 2008 509
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The hreakdown of non-repayable capital grants that appear in the balance sheat under the
heading "Subsidies, donations and beglests received” is as follows;

IDAE (Mote 19}

IDAE [MNote 15)

tdinlskry of Indeestry

1DAE {Hote 19}

|DAE {Nate 19)

Ministry of Industry boar {Nate 19)
inistey of ndustry Loan {Mate £9)
COTi {Mote 19}

Ministry of industry Loan [Mote 19)

Thousaad punos

Purpnse

Brate
granted

24

16d

4,546

29

38

226

g1

ol
135

5,401

Early repayment of the Cafa Dugrg
taan £

Early repayment of the Cala Duero
boar 3]

Financing of flxed assets

Interest rate credit for the Caja
Duere fean {5

[rterest rate credit for the Caja
Duers foan (i)

Fitiaricing of assets and subsidy of
operating expenscs

Financing of nssets and subsidy of
oncrating enpenses

Financing of asscts and subsidy of
opcrating cxpenses

Financing of porsonnel costs

26.10.2004

14.04.2005

1701 2006

201020048

14.04.2005

05.10.2005

26,07, 205

29,04, 2000

0932007

£
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Amounts and movements in the items inciuded under this heading during the year are as follows:

Thowrsand euro

Bafance at Additions Bisposa Taken to Balance at
01.01.08 is income 311208

staterment
DAE 91 - : f14) 77
iDAE 125 - - f20 105
Bdintstey of Indeustry 4,546 - - - 4,546
IDAE 16 - - (& iz
IBAE 22 - - {5} 17
Wiristry of Industrny foan 167 - - {15} 151
htbaalstry of industry toan 65 - - {g) &0
CoTl 39 - - ) 33
aAinistry of Industry loan 115 - - 9} 106
5,187 - - {&n} 5,107

Fixed-asset subsidy from the Binistry of indusiny

On 17 January 2006, the Ministry of Industey, Tourisim and Commerce, through the Coal Mining
Rastructuring and Alternative Development of Mining Area Institute, informed the Company of
the decision reached by the Project Evaluation Committes to grant the subsidy requestiaed for the
launch of a plant to manufacture thermal sofar modules and photavoliaic cells, The investment
considerad eligible for the subsidy totals £22,732k and the amount of the subsidy granted totals
£4 546k eurcs, which reprasents approximately 20% of the investrnent. This subsidy will be paid
at the completion of the project, which is understood to mean that the investment has been
made, the payiment of the amounts Invested, the justificatian of the level of self-financing, the
creation of the number of [ohs promised and the signing of the relevant verification documents.
However, since it Invalves a profect that will be executed over more than 12 months, taking info
consideration that it commences at the date the assistance application [s filed, payments on
account may be reguested in the amount of 25%, 50% and 75% of the investment made.

The granting of the subsidy is subject to the following conditions:

- SOLARIA must execute at least 10% of the investment eligible for the subsidy before 31
December 2005.

- Tha deadiine for making the entlre investment: 31 December 2007,

- Once the jnvestment s made it must be maintainad for a minimum of 5 years.

- 5% of the Investment eligible for the subsidy must he self-financed, which must Bie proven
when justifying the investment made.

- The subsidized project must maintain the job posts existing at the time the application is
fited and, afterwards and before 28 February 2008, must generate ninety jobs that must be
maintained until 28 February 2011,

in 2007 SOLARIA obtained a euarantee for the Ministey of industry, Tourism and Commerce
totaking €4,500k (Note 32) 1o collect 85% of the total subsidy granted.

On 10 December 2007 SOLARIA requested the early payment of 85% of the total subsidy in
accnrdaince with scotion 19 of the Order dated 17 December 2801 {published in a Official State
Gazette on 5 lanwary 2002), which regulates the concession of assistance to business projocts thul
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generate employment. On 17 lanuary 2008 SOLARIA obtained an advance payment, which was
collected on 7 Fehruary 2808, and the remaining 15% remained outstanding.

19, Bank borrowings
As at 31 December 2008 halances with group and financial institutions are as follows:

TRousand euro

Ertity Short-term Long-term Total
Bank horrowings 2,695 11,311 14,006
Amonnts payahle to official bodies 234 1,706 1,240
Total finance leasc Nabilities 340 1g,357 15,697
wnpottation faciities 60,435 - 435
TOTAL 63,704 29,374 93,078

At 31 December 2008 these payables related mainly to the financig of renewable energy
wvestments and energy efficiency, as weill as the developmont of the manufacturing of 3l of
Solaria’s prodoct lines and segments, As is reffected in above table, these amounts have been
obtained from several crodit institetfons and public bodies These loans were granted in prior
years sl are characterized by the fact that they occrue zoro interest.

SOLARIA has obtained several lines of financing for the importation of praduction materials,
particutarly photovoeltaic cells. Those facHities are nepotiated with the aim of contributing to the
finarcing of the Company's expansion of production due to the extension of production capacily
during 2808,

Loans exésting at 31 Becemnber 2008 accrue interest at an annual average rate (euribor plus a
spread} ranging hetween 4.50% and 5.35%. Therefore, the fair value of long-term borrowings
approximates the carrying value.

Alfthe Company's botrgwings are denominated in euros.

SOLAREA doas not have any Hnes of credit not drawn down at the year-end.
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The breakdown of the Hmits and maturity dates of toans from financial institutions ks as follows:

Thoesan
d ziro )
Entity Criginal  Transaction BAaturity Short-term Leng- Total
" amaunt date et

Firrancia institution 1 412  loan 1afi1f2011 38 a0 118
Financial insiitestion 2 547 Lloar I e 2012 50 128 178
Financlal institution 3 1,508 Loan 10/06/2013 214 750 964
Finarckal Mnstitution 4 4,504 toan 15/06/2016 323 4,173 £,501
Financial institution 5 I803 Loan 2311042012 357 775 1,132
Firancial institutlan & 6,060  Loan 20052014 00 5,400 6,000
Accrued intercst not paid 1,113 - 1,113
B 2695 11,311 14,006
Financial institutian ¥ 348 ioan g oafaols 54 183 242
Financiaf nstitution 8 500 Lfoan 30/08/2016 v LY 500
Fimanciat institetion ¢ 400 loan 30112015 57 2310} 337
Financial institution 10 351 Llown iofiz2fa0i1s 123 FEL 261
Publle bodies 234 18 1,940
Fitancial inskitutlon 13 55 Finance koasc 29f12/3011 1 2% 31
Financial institution 12 &9 Finance lease 2afiafanll 12 26 38
Financial institation 13 60  Fiance lease 17/08/2012 10 3 33
Finartckal Institution 14 BI  Finance [ease 03112052 14 44 58
Financial Enstltution 15 3% FEinance [ease 18/0942012 5 i7 22
Firancizd institution 16 8 Finznce leaso 1afonfa01z 2 & g
Financial institution 17 11  Firance kaase 1Efnf a2 2 g5 7
Fipancla institution 18 16,500  Fhwance leass 2Bf03/2023 285 16215 16500
Fingtnoe [oases 340 16,357 16,057
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TRallsan

o etrn

Entity Orlginal Transackion haturity date  Short-term long- Total

amaient term
Ligalt grante:j:.ﬁ

Financint mstitution 19 6,500  Imparct facllities 1871072094 3,209 - 3,209
Einancial insiitution 20 200400 import facilities 297042009 G,249 - 6,240
Financtal Institution 21 2,508 Empaort faciiities - 12,567 - 12987
Flareciat fnstitution 22 5,000  Import fadlities 257047 2009 7,394 - 7,394
Financial institetion 23 30,000 Floating facility 06 L3/ 2000 7,228 - 7,228
Financial Institetion 24 20,008 Emport Faciities 14£/03/ 2009 13,308 - 13,395
Fimarnciat iystituzion 25 10,000  Impoct fadlities - 9,673 - 9678
Financial institution 26 G600 Hne of credit 031120000 215 - 215
Financial instltillon 27 10008 Line of credit 10412/ 2004 40 - 40
Financial instifutian 28 21960 Line of credit O7/05 2018 i - (i}
Finarial frstitution 29 890 Line of credit 10f07/80138 o - i)
Financiat lnstitution 30 150 High yield - a0 - BE
tmportation fadlltes B, 435 0 60435

Financial institution 1

On 12 November 2004 a loan was obtained from the Entity in accordance with the financing
agreement “Fuancing of investments in renewable energies and energy efficlency”. This line is
the result of the coliaboration batween ICQ and the Ministry of Stience and Technotogy through
" the Energy Savings and Diversification institute {"Instituto para la Diversificacion y Ahorro de
Energia (IDAE)"}. The origina! amount of the loan totals €432k,

When obtaining this lpan the Corapany committed to using the financing received exclusively to
finance the investment project presemted, “Instalacidn Térmica de A.CS. Uso Industrlal”, and
maintala the financed invesiment on iis books for at least five years as from the date the
agreament was concluded.

As 2 result of the financing facilities agreed between IBEA-ICG and financial institutions, 1DEA
granted the Company assistance covering the initial repayment of the loan, totaling £123k [Note
18}, In addition, the IDEA granted SOLARIA a ceedit for the interest aceruing on thils loan, totaling
£2% [Note 18],
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financial Institution 2

On 14 Aprfl 2005 a loan was abtaiet from the entity within the scope of the Finance Agresment
“Financing of Investments in Renswable Energles and Energy Efficiency” cancluded between the
entity znd the Officiat Credit Instituie (KO}, This fine is the result of the collaboratlon between
ICO and the Ministry of Science and Technology through the Energy Savinegs and Diversificaiion
Institute {“Instituto para la Diversificacion y Ahorro de Energfa [IDAE)') The original amount of
the toan totals €547k,

when obtaining this lvan the Company committed to using the financing received exclusively to
finance the Investrent project presented, “Instatacién de ACS. y Refrigeracion en Fabrica” and
maintaln the financed investment on its books for at least five years as from the date the
agreement was conchuded.

A5 a result of the financing facliitios agreed hetween |DAE-ICO and financial institutions, IDAE
granted the Company assistance covering the initial repayment of the [oan, totaling € 164 {Nole
18). In addition, the [DAE granted the Company a credit for the ierest aceruing on this foan,
totaling € 28 {Note 13},

Financial institution 3

On 8 May 2006 SOLARIA concluded a secondary loan agreement in the amount of 1,500,000 evros
with an entity in Ciudad Real, under the umbrella of the agreement concluded between ICO and
the bank, for the purpose of financing investments in new production assets for small and
medium sized companies. SOLARIA's investment project totals € 21,300k and the most important
conditions that must be met by the final beneficiary of this subsidy agreement are as follows:

- The amount financed by 0O funds cannot excesd 70% of the invostment if involving a
cormpany with between 10 and 249 employees.

- The final beneficlary must declare that it does not hold an interest in any company or group
of comparties that does not meet the conditions to be considered a small or medium-sized
business, or may not be an investes company of any such company or group of companies,
and state that no financing from the ICO-PYME 2006 lne has been received in excess of
£1,500k.

- The final beneficiary undertakes to ensure that the fotal “minimls” assistance will not
exreed £100k over 3 years.

As guaranteas for this joan, SOLARIA agreed to a morigage guarantes Involving one of the plots of

tand ocated in Puertollana, once paviment has been justified and i has entered into operations
and will maintain in a bank account at least three loan payments, which total € 321k,
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Financial institution 4

Ot 9 May 2006 SOLARIA conciuded a secondary loan agreement in the amount of €4,500k euros
with an entity In Cludad Real, under the umbrelka of the agresment concluded between 1CO and
the hank, for the purvose of financing investments in new production assets for smalt and
tredium sized companies. SOLARIA's investment project totals £ 21,300k and tha maost nportant
conditions that must be met by the final beneficlacy of this subsidy agreement are as foflows:

- The amount financed by KO funds cannot excead 70% of the investment i involving 2
company with botween 10 and 249 employees.

- The final heneficiary must declare that it is not an investee company (25% or more} of any
other company of group of companies that do not, as 2 whole, have a general balance
sheet exceeding 43 miliion euros and turnover must be less than 50 million curos.

- The final benafidary undertakes to ensure that the total “minimis” assistance will nrot
exceed £100k over 3 years.

As guaraptees for this loan, SOLARIA agread to a morkgage guarantes involving one of the plots of
tang |ocated in Puartoflano, once payiment has heen justified and it has entered into oparations
and wifl maintain in a Bank account at least three loan payments, which total £ 564k,

i order to cover fitctuatlons I inkerest rates relating to the two loans mentioned above, the
Campany kas ohtained an interest rate hedge from Sanco Cooperative Espefial, the main

characteristics of which are described in dlote 16,

Financial institution 5

On 23 October 2008 the Company obtained a £ 18000k loan from tho entity.

Financial instifutlon 6

On 23 Octeber 2006 the Company obtakned & £ 6,000k loan from the entity.

in order to cover fluctuations ia interest rates relaifng to the loan from the entity, SOLARIA
oitalned an inferest rate hedge from that financial institution, the main characteristics of which
are described in Note 10,
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Financial insittution 7

On 29 Cetobher 2004, the entity informed the Company of its participation in the Technological
Innovation project calied “Development of a Photoveltaic Panel Assembly tine”, consisting of 2
repayable, interest-free grant that may be co-financed by FEBER Funds, of up to € 348k, of the
total investment accepted by COTH, which fotaled £ 865k, This approval is subject to the following
copditions.

s A share capital increase, or increase pius premium, totaling €348k and consisting af
rionatary contributions.

» Security for the entity’s Loan or sufficient guarantees in the opinion of entity.

According to the agreement established between the entity and the Company, the [atter opted to
obtain the Bank prefinancing lne for COTI R&D+I projects in 2004 in order to facilitate the
financing of the Project up until the time the amount ioaned by the entity becomes available. This
line 2llows companies that have gained approval for a CBTI R&D+] project to chooso botween
obtaining the amount granted through a iraditional milestone completion certification system
fpartial payments) or in advance {lump sum) through a bank [pan of up to 75% or 683 of the
aimount granted. '

The assistance pranted by the entity consists of an interest-free repayable |van totaling £348%,
falling due on 30 June 2013,

On 1 june 2006 the apreemant concluded between the entity and SCLARIA was amended to
replace the persanal and several guairantes by thirteen bank guarantees totaling €348k {Note 32).
At 31 Decarnber 2008 11 puarantees remain in force.

Financial nstiiution 8

On 9 January 2007, the Engity informed the Company of its participation in the Technological
Innovation project called “Development of a Photovaltaic Panel Assembly Line”, conslsting of a
repayahle, interest-free loan of up to €500k, based on the total budget accepted by the entily
totaling €1,071k This approval was conditionad to the vestments and expenses, or expense
commitment, that would be made or inctrred hetween 2 lanuaty and 31 December in the year
the assistance is granted.

The asslstance granted by the entity consists of an interest-free repayable loan totaling €500%,
fafling due on 30 September 2016,
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Financial institutlon 9

On 26 July 2005 the entity adopted a Resolution to grant SOLARIA repayable assistance to finance
the praject o manufaciure photavoliaic modules and cells. The total amount of the financed
hedget is €365k and covers all costs and investments necessary to lzunch the ahove-mentioned
projeck.

The assistance consists of a €400k interest-free foan to be repaid over 10 years, with a& 3-year
grace pariod. This assistance is subject to sevoral conditlons, among which is the ohiigation to

make the investments and incar the oosts balween 1 January and 31 December in order for the
assistance to be granted.

On 27 Dacarmber 2005 the Company reqguested a 6-month extension to the project, payment and
presentation of decwmentation (up to 30 Jupe 2006). The reason for which this request was made
is the delay in the delivery and installation of some of the high-tech equipment involved with the
nrofect. On 30 December 2005 the Birector General for industrial Bevelopment at the entity
issued & Rasclution extending the deadiines for making and justifying the hwestmants untll 30
June and 31 Juby 2006, respectively,

SOLARIA has doposited & guarantee for € 400K curas in favor of the entity {No'te 32} to cover the
guarantees reguired for the above-mentionad repayahle loan,

Financial insiffution 10

On 5 October 2005, the entity adopled a Resolution to grant SOLARIA repayable assistance {o
finance the project for developing & prototype concentiation thermal solar collector and the
launch of 2 prodocticn line. The fofal amount of the financed budget s €1,148k and covers all
costs and investments necessary to launch the above-mentionad project.

The assistance consists of a2 £861k interest-free loan 1o ba repaid ovor 10 years, with a 3-year
grace period. This assistanco is subject to several conditions, among which is the obligation to
make the nvestments and incur the costs between 1 lanuary and 31 December in order for the
assistance to be granted,

On 27 December 2005 the Company reguested a G-manth extensien to the project, payment and
presentation of documentation {up fo 30 lune 2008}, The reason for which this request was made
is the delay in the defivery and instaliation of some of tho high-tech equipmant [mvolved with the
project. O 19 January 2006 the Director General for Industrial Development at the entity issued a
Resolution extending the deatdlines for making and justifying the investments uktil 30 lune and 31
July 2006, respectively.
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SOEARIA has deposited a guarantee for €881k euros in favor of the entity (Nate 32} to cover the
guaranteas reguired for the above-mentioned repayable loan.

The maturity dates for amounts owed to ceadit institutions are distributed as follows:

Maturlty date

Upto Lyear

Betwean 1 antd 5 years
Wore thae 5 years

Thousand e

20018

63,703
8481
20,893

93,047

Contractual future updiscounted cash flows refating to outside borrowlngs obtalned by SOLARIA

at 31 December 2008 are et out in the accompanying tahie:

Bank loans and
avardrafts {Note 19}
Finance feases

Interest an baok loans
and overdrafts
Brerivatives

Fnance feases

Thosgand
BLITD

2.009 2610 2611 2012 2013 Subsequen  TOTAL
£ yoars
63,364 2,525 2,523 2,371 2,240 2,753 76,381
1,159 1,724 1,701 1,369 2,720 15,443 23,216
3,028 1,377 1,189 1,006 840 3,175 16,615
74 472 350 234 175 141 1,446
67,625 £,358 £,062 $,280 4981 21582 111,858

The maln finance lease recarded by SOLARIA at 31 Decomber 2008 relates to a lease concluded
with Banco Popular on 28 March 2008 for the amount of €14,500k for the factory located in

Fuenimayor and the assoclated land. The lease has a tenm of 15 years.

The interest rate accruing on this lease is 1-year euribor plus a spread, although it has a floor of
4%, Given that at the date the lease was concluded the interest rate of reference was higher than
the floor stipulated in the lease, there i= no need to separate the embedded derivative at that

date.

The total armount of the gross obligation deriving from the finance lease — minimunt payments for
the lease at 21 December 2008:
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__ Thousand eurs

2008

Up to 1year 1,159

Between 1 and 5 years 6,518

Biore than 5 years 15,433
Fature financial charpes for finance leases {5,719 :
Present value of finance lease Babilities 16,697
The present value of finance koaso Hakilities s as follows:
Shortderm 340
Lanrg-term ) 16,357

16,69%

20. Trade and cther payables

At the year end this heading breaks down as folbows:

Thausand

e

2008

Trada payables 14,280
Fixod asset suppiies 3,959
Ceher creditors 27,461
Arecrued wapes and salarios 323
Gither payahles to pubiic entitics 505
Cither current lahbilities 1
Adyance paysnents from cusiomers 7,800
54331

Pt T ——

The book value of trade and other payables is simikar to their fair value.

The balances included under the heading Trade and other payables at 31 December 2003 fail due
in between 30 and 120 days. In the case of purchases of photovoltale colls, the payments fake
place in hetween 1 and 60 days.
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21, Deferred income tax
The calcudation of corporate incame {ax expense for 2008 is as follows:
[neeme antk
XPENSE
alkributed
fneocne stateaent directhy to equity Thausand
eunos
2048
Ineresses Deereasss | neeases Degroases TOTAL
Prafit belord ncome tax [25,221)
Permanant diffarentes - - - - -
Timsing differances:
- arising duriep LEo yoar 73,906 {GEE} §10, 713 11,081
-« Arslng in prior years - - -
Offset of tax-less camyforeends - .
Tawadle loceroe 7 o "“Ei'a',ﬁan]"

Corporate income tax expense consists of:

Thosand
oure

.. ._.2008
Ceervent incormi tax -
Deferrad tax Hahility {7,367]
{7,567}

The recoenciliation of the tax rate is as follows:

Loss hefore taxes
Theoratical tax

Accrued corporate income tax

Thousznd eurn

2008 Ll
(25,221}
nfa -

I accordance with the provisions of Article 109 of the Corporate income Tax Act, in 2007 the
Company availed itself of unrestricted depreciation for new fixed assets, which may he
depreciated without restriction provided that during the twenty-four months following the start
of the tax period in which the assets enter into aperation the average total number of employees
at the Campany increases with respect to the average payroll in the preceding 12 months and this
Werease must be mainteined from an additional period of twenty-four months. The ameount for
iterns Tor which urrestricted depreciation Is applied totals £3,325k, giving rise to the relevant

deferred tax.

G1
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By virtue of Law 35/2006 {28 Novembet), on Personal Income Tax and the partial amendment of

the laws governing corporate incowne tay, non-resident income tax and wealth tay, in tax periods

comimeancing as from 1 January 2007 the corporale icome tax rale is 32.5% and 30% In tax
periods started as from 1 lanuary 2008,

Moverments in defarred tax assets and liahilities are as follows:

Thousan
d eura
Balance
at Adsustme
31 12.07 nits fovr Balance Batance
1990 transitlon at Mditico Reversals at
GAP to 2007 0191.658 ns 311268
e e B . _
Deferrad bax assats
Dorivative  interest  rate  financial 295 - 295 - 1296} -
inskrrmanis
Derivative  Interest  rale  flhanchal . 7 7 a7 - i
instrumants — hedge accounting
Nethiativa pxchange rate  financial - 2,371 2,371 144 [2,171] i44d
Instrensnts — hedge accounting
Capifal increase exenies - 3,216 2,216 - (3,716} -
Trade provisions - - - 6,803 - 6,503
Tax eredit for 2008 fosses e e ] T BT T 4,179
55 5,394 5,650 11,153 {5,683 11,206
Cefermred bax fabilltles
Uarestrlcted depreclation {1,083} - {2,033 - 95 (233}
Dosivative  interest  mmte  Fneoci - ! i) - 4 -
lpsteutnenis — hedge accounting
{£,085] {5} (4,083} - 111] £593)

Daferred tax assets and Halilities are anly offset if there is a legally enforceable right to set off
current and daferred tax assets znd Babilitias relating to the same tax authoritias.

At 31 December 2008 afl of the tax returns filed by SOLAREA for the periods that have not become
statute-barred are ppen to inspection.

As a rosult, among other things, of the different interpretations to which Spanish tax legislation
fends itself, additional tax assessments may be raised in the event of a tax inspection. The

Directors consider, howover, that any additional assessiments that might be made would not
signiticanthy affect these accounts.

a2




The balances Ineluded undar "Other balancas

follows:

WAT

Personal income fax withholdings:
Sacial Securlty contefbutins

Capltal withheldings

22.Income anpd expense

a} Transactions denominated in foreipn currency

4
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with public entities” {Motes 12 and X)) are as

Thousand eurg

2.005

Raceivahle " “Payabla
24,658 .

- 207

- 7

7,281 -
32,547 5049

Trensaciions carried out in foreizn currency {US dollars) are as fallows:

Purchases
Sarvices recelved

Sales
Servicos rondered

b} HMetsales

line

Photovaltaic
Thermal

Turnkey projects
Other revenues
Rendering of services

Thousard euros

2008

(137,523}

[127,523)

171

171

Thotsand sure
2008
okl

42
40,325
Q963
237

119,118

53
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¢} Consumption of raw and other consumable materiats:

Thousand enro

008

Consumptian of raw and other cansumabie materlals:
Consumption of raw and other consumahle materials: 187,454
Change in inventorios of raw materials 12,736
200,250

d} Operating subsidies taken to the income statement

During the year SDLARIA recagnized subsidies totaling €80k received from various organizations,
as s stated in Mote 18,

e} Personneot costs
The breakdown of the personnal cost heading at the end of these years is as fallows:

Thewsand ouro

2%

Wages, 5alaries and simélar remencration 2802

staf welfare expenses _3nas
15,430

The line "Wages, salaries and simitar compensation” inciudes soverance payiments totaling £34k.
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The average nuinher of emplayees during the year is as follows;
..... 2008
. Mer  Wemen  Total
Engineers i 4 22
University praduates 25 20 46
Factaory staff 185 - 168 4a7
343 192 235

The average number of employees during the year is as follows:
; (2008
. Men  Women Total
Enpinesrs 1% 3 22
University gradeuates i6 12 28
Factory staff EXLU igd 503
354 199 553

r [ = T

The Company records no cammitments For pensions or similar items for persannel.
f} Externaf service expense

At the year end this heading breaks down as folows:

Thausand
BHED
2,008
Renk and rovalties 458
Repeirs and maintenanoe 341
tndependent professianal sonvices 1,752
Transpost 5
Bank services L4311
frstarance premiues i1
Advertising 1,038
Supplies 450
Security 1,14
Otheer 5
0,958

g} Financial ncome

_ Thousand sure

2008

leterest income- banks 5,254
Changes in fair value — derivative financial struments

986

ains an exchange 3,864

.. 1024

&b




h} Financial expenses

Thousand euro

Y
Solaria

..2008

fnterest cost 5,464
Changes In fair value — derivative firancial instruments

1,229

bosses on exchanpe 7,521

14,214

23. Cash flows from operating activities

Btiles de Euros

. 2008
Profitf{tass) befare taxes . {25,271}
Adjustrents:
« Fleod asset depreclation 1,728
- Lhange in provisans 13,670
- Akteibukion af subsidies HO
- Fitsaselal ircoemn L5623
+ Flnanclal expense 6,523
- GGalns/(i0sses] an ewchangs 35657
- Change ik fair velue of financiat instrmuments ) __________2_‘13_
29,455
Changes in werking capilalk
- Iventorles [522,304)
- Trade and othee ragaivables 30,537
- Trade and atker payables . e
(89,245]
Cazh fpws froee ageeating aclivitios:
- Payreenk of lntezost [11,B57]
- Collection of interes B 272
Corporate incorke tax expense _ o §3a,555)
{26,230}
Cash flowes from aperating sctivities (121,230}
24, Cash flows from investment activiiies
fiHes de Eros
2068
Fayceeals for vestoents:
« GROSID and associated companies I6,608]
- inangible assets {ii)
- Progerty, alent znd sgrelpaeant {£2.624]
- Other flaanclal assets {55]
- . (25,303}
Arnanrs pecefeed from divesiments:
- Ctker fioancial asseks - S
50A
Cash Flows fram investment activities (2%, 795}

Gii




25. Cash Hows from financing activities

Paymenis made and recsivad For equiky instruments:

- Acguisitien of equily instrareenls

Stebrsldhes, doratlons and gifes recelyed

Fayments mada and received for firancial Babillty lostéurments:
- sgeeg:

- Bark Borrawings

- Rekura and ropaymsent of:

- Bank Borrowings

Fayment of dividends aed compensation for other equity lestremeres:

- Bvidends
- Cammgensatlen for athee egqulty nstiumants

Cash flows front Biencing Fcthitles

26. Contingencies

A
Solaria

Miles de Furns

HGE

{10,546}
3,806

14,335

(735}

5,904

6,904

At the date these annual accounis were prepared there is no fitigation or arhitration that SOLARI
considers will iead to a significant outlay of resources and therefore there are no provisions

recorded in this respect,

27. Commitments

The Company has signed the following commitments at the end of 2008:

a) Property, plant and equipment

- On 31 January 2008 the Company conciuded a turnkey confract with Centrotherm
Photovoltaics AG to acguire autornatic photoveltaic cell manufacturing equipment. This
machinery consists of three production lines with a joint annuat capacity of 75MW. In 2008
part of this machinery was installed and at 31 December 2008 an estimated investment of
£24, 400k remained to be installed. With this investment, SOLARIA will have an annual celi

production capacity at the Puertolano plant totaling 108NMW [ 2003,

- On 9 September 2008 SOLARIA concluded 2 new agresment with Spire Corporation to
acquire 9 lines of production machinery for photovoltaic modules, to be nstalled at the

new factory in Fuenmayor {La Rigja).

bl Turnkey projects and promotion of photovoltale solar plants

Within the new regulatory environment, Solaria is negotiating the acquisition of companies that
ttave the necessary livenses and authorizations to execute photovoltaic projects. At the date of
these annual accounts the negotiations for the zcquisition of 10MW are at an advanced state.

tFr
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cl Operating leases

At 31 December 2008 SOLARIA has leased several premises from Sofaris DTL under a market
condition contract that can be renawed each year.

The totat minimum future payments for Irrevocable operating leases total approximately €190k,

d} Castomers

As another part of the expansion strategy, Salaria is in the process of concluding agreements
abroad refating to the development of photovoltaic projects and the sale of photovohal
modules, All of the processes in progress cover approximately 400w,

2B. Board of Directors and Sanjor Execuiive compensation

The Directors of SOLARIA have accrued €2,782K in wages and salaries In 2008. in addition,
Directors’compensation for attending Board meetings in 2008 fotaled €490k Mo advance
payments, joans, pension commitments, retirement awards, life insurance or special indemnities
have been granted.

The Company records no commitments for pensions or similar items for executive personnet at
SOLARIA. Mo advance payments, (pans, retirement awards, life insurance or spedial indermnities
have heen granted.

For the purposes of comphying with the provisions of Arficle 127 ter 4 of the Spanish Corapanies
Act, these Notaes fo the annual accounts incliude information relating 1o sharehgldings and posts
held by members of the Board of Directors of Solaria Energia v Medio Ambiente, 5.A. in ather
companias with the same or supplementary activity as that cartied out by the Company.

Relevant shareholdings held by members of the Board of Directors and Senior Management in
other companies that have the same, similar or supplementary activity as the Company or
Group's corporate purpose, which have been reported to the Company, are seb cut below
indicating the positions or duties exercised at these companies.

Marme pemme of the company ]
of the Director Inkarest Office ar duty

Enciquee Baz-Telelro Gutlérrer  Sobarke DL Corparacian, 5.5 20% boint and Several

Adiminisirator
tnstalzciones Diaz Fejeirg, 5L S0 cint and Several

Adentnlstratar

Enrique Diaz-Teieiro Larmiiags Solara O7L Corporacian, 5.0 2% Ganecal fegal representative

Artern Dizz-Tejriro Larraliaga Solana DTL Corporacidn, 5.1 20% General legal representative

Miguet Disz-Tefeiro Larrafiaga  Soladla OTL Cocporacisn, 5.4 0% ladnt and Several
Admletkstrator

tRfgo Sagardoy Simén -

Manuef Azpilcueta Ferrar “

pone of the members of the Board of Directors holds any shareholding in companies that have
the same, sirniar or complementaty corporate purpose as SOLARIA or #s group.

it}
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24. Other transactions with related parties
During the year SOLARIA carried out the following transactions with Solaria DTL Corporacion, S.L

- Sales and acguisitions of current and hon-carrent assets. In 2007 the Company
canciuded an agresment with Sclaria DTL Corporacion, 5.1, covering the construction
of an 11MW photovoltaic plant, in 2008 €36,494k was recorded as revenues deriving
from the execution of this plant.

- Services rendered and received. The Company’s offices located at Velazguez 47 are
owied by the Group company Solaria DTL. Solaria conciuded an operating lease In
this respect with this company in 2008. The rent expense in 2008 totaled £190k.

Al transactions with associated parties were carried out under markef conditions.

20, Environmantat information

COLAREA bears enwironmental protection kbwws in mind when carrying out its operations. The
Company believes it substantially complies with such laws and it maintains procedures designead
to encourage and guarantee compifance with them.

SOLARIA has adopted all appropeiate measures with respect to the protection and improvement
of the erwvironment and the minimization of any environmentat impact and comphes with current
legislatlon in this respect.  Buring the year SOLARIA did not make any investments of an
environmental nature and did not incur any expanses refating to the protection and improvement
of the enwircnment and did not consider it necessary to make any provision for envirgnmental
risks or expenses since there are no contingencies relating to the protection and improvement of
the environment or any environmentzl Hjabilities.

31, Auditors’ fees

The fees charged by the audit for services rendered tolzal €95k euros. The fees charged by
auditors for other services refating to the audit totaled €3k.

&9




32. Other information

a) Bank guarantesas

\

Solaria

The breakdown of the bank guarantees provided by SOLARIA that are in force af the end of 2008

are as follows:

Thousznd

auros

Beneficiany item 2008
Blinistry of Inghustry iNote 15) Regayable kan £00
pAltlstry of Industoy ENate 15) Hepayabie inan &6t
salnistry of Induskey {Mote 15} Sebsldy 4,500
Energy and Mining Policy offlce Awthorization for 200W Installatlon 200
Erergy and dning Baticy offlce Authorization Eor 20MW lnstallation BOG
Energy artd Mining Poficy office Austhosizetion for 15008 instaliatian 4,405}
Energy atd Mining Policy office Autharlzation for 1S0MW instaliation 1,471
rlnlstry of Industry [Mote 15) Siehsidy 41,5400
Banco Cooperativo Espafiol (Mote 28] tnterest credit — interest rate hedge agn
COTE (M ote 15} Regzyabie asiistance {3 guarantees — 26,740 euros} 257
COTY {Mote 15} Repayahia assistance {1 guarantee) YT
Municlpabity of Puortolizno Construetion In Puertoflang 6
feglanal Office of the Valladolid Executlon and faunch of a §.380W photavaitale piant £,150
Industrial, Tourksr and Commerce
Service
Reginnat CHfice of the Valiadolid Executton and launch of 2 SMW photovoliale piant 2,50
Ind ke, Towdsem and Cammerce
Sondice
trordrofz Distribucion Eléckrica SAL Encrezso in capacty at the Logrofio 5T 520
fserdrola Bistribucion Eldckrice SAL Increase in capacity at the Logrofoe 5T 3,118
Endesa Congenerscldn y Renovables Crder comzllance abftgatlions 195
Energy artd Mining Poficy office At ndsteative autharization for 2 16W plant 500
La Weneclana Crisa Morte Paymant nen-compliance 1,500
Berslnass World SRE Foreign investment project 1
Globasal Inverslones 36 Fayment comsmiterent 2,455
Globaiol inverslonas 5L Payeent comenttment 3,241
Glatkasol Inversiones 51 Payment commitment 1,655
ia Yeneciana Crisa Norte Faymeont non-compitance 1,500
La Rioja regionat guveriment ¥ W Photovoltals plant 3,500
Rea! Madrid CF Conteact payment compliance 1,420
Iherabotsc Paymen) guarantes 1,718
Flnance and Tax office at e Murclz  Distzibutlon nevwork acoess bond 5,006

reghonal Eove rnmoens

The Company has received a surety in the amount of € 723,457 from a construction company to
secure a contract for the construction of two industrial buildings to produce photovoltaic cells.
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h) Warranties
i Warranties for turnkey contracts

The Company warrantles defects and problems relating to the execution and completion of the
construction of photovoltaic plants, provided that they are directly attributable to the Company.
The warranty covers three years after the date of final defivery of the photovoltaic ptant.

The warranties assumed by the Company with respect fo the products and materials suppliad for
the construction of the plants is covered and lmited by the warranty granted by the
manufacturers of the materials concerned.

i} Operating and maintenance contract warranties

in 2006 the Company concluded 23 operating and maintenance contracts for turnkey projects
and, as the builder of the plants and the party rendering operating and malntenance services, the
Company warranties output at 9% of the estimated production of the photovoitaic plants during
the period the operating and maintenance agreement is in force {5 years).

Every five years the electricity generated by the photovoltaic plant wiil be measured, and if the
commitment has not been met the Company will pay for the amount not generaied up (o the
guarantesd 90% output level.

iil} Warranties covering the sale of modules

The Company offers all customers a standard warranty certificate for the photovoltaic modules
tihat warrantles material or manufacturing defects and a capacity guarantee,

During the first three years the Company guarantees that its modules wiki be free from material or
manufacturing defects that inpede normal operation under proper usage conditions, installation
and malntenance, If this is not the case, the Company will replace or repair the defective module.

A5 from the date the module is sold, the Company guarantees a minkmum output based an the
technical specifications of the agreement and will deliver modules for the equivalent of the lost
capachy and will repair or replace the units as follows:

Years elapsed since Guaranteed
_the supply date output capacity
Ui to 25 years 80%
L to 10 years 1%

7l
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During the first quarter of 2007, the Company concluded a significant module sales agreement for
which it offers certain guarantees that are different than the standard mentioned above, as

follows:
a)Capacity warranty
As from the date the module is supplied, the Company guarantees 2 minimum output

hased on the technical specifications of the agreament and will deliver modutes for
the equivalent of the lost capacity and will repair or replace the units as follaws:

Years elapsed since Guaranteed
 the supply date output capacity
Upto 2 years 106%
bp to 12 years 30%
Up to 25 years BO0%

it addition, SOLARIA warranties, through photoflash certificates issued by SOLARIA,
that the peak capacity of each module is equal to be mntracted amount with a
maximum authorized variance of +/- 3%.

b} Warranty of materials

The Company provides a thres-year warranty as from the dates the modules are
debvered to the customer, guaranteeing that they are free of any material or
manufacturing defacts that impede normal operations.

if any of the modules have a manufacturing defect, the Company must repair it or
repiace it within 2 certain period, or pay the customer an amaunt in euras equivalent
1o the market price of the affected modules. Furthermore, the Company wiil
matntain modules in its inventory equivalent to 5 kKW during the three-year warranty
period.

At the end of the vear SOLARIA did not recognize any provision whatsoever for the above-
mentinned warranties due to the fact that no claims have been made and there are no indications
of any possible claims. Furthermore, based on available past information, the Bkelihood of such
claims ic extremely low.

However, the Directors of SOLARIA conslder that the effect of any possible claims, should any be
made, would not significantly affect these annwal accounts.
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33, Segment Infermation

aj

Primary hasls for segment reparting: business segments

At 31 December 2008 SOLARIA is organized inte 5 main business SegInents:

f1)

fii)

{iii}

{iv}

{v)

Segment 1: PFhotoveltaic

Production of ghotovoltaic modules for sale to third parties and their use in turnkey
projects.

Segment 2: Thermal

- Design, production and instaflation of thermal solar modules on buildings.

Segment 3: Cells

- Production of photovoltaic cells for sale to third parties and internal use for the
manufacturing of photovoltaic modules.

Segment 4: Projects

- Promaotion and sale of photovoltale plants through turnkey projects, from the
construction and installation of modules up to the operating launch of the plants.

Segment 5; Other

T3
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The results for each segment for the year ended 31 December 2008 are as follows:

Thowsznd
EUErg
Plotavaltalc Thermal Calls Profects Cther Cormpany
External safes by the sepment F7. 748 4z 253 40,325 - i19.118
Ietes-segment sabos 32,212 - “ {33,233) - -
Sates 110,500 42 253 8,113 - 115,118
Qzher gnersting reveie w7 - - _ - a7
Champe in lnveatoses of finisked
producks - - - 126,941 - 136,941
Segment expenses (9887 {38] {3585} (123,303 - {221,081}
Expenses not asslgned ta segments o 19,845] {9,345}
Changes in Isventories {12,793) - - - - 112,75
Provtshoms - - - {23,675) - {33,676)
Segrmeek Fsiis {1,585] 4 o8 £5,923} {3,845) {21,251)
Excltange differences 13,657 - - - ) {3,657}
Firancial income 5, 304
Change in the feie valee of financiat
instrumartts 1243}
Flnanclal expense (5,464
Prefit Defore ingome tax [25, 328
Cosnorate ingoma Lay 7,567
Peafil for the year {17, 6543

Sales consist of:

Thousand eura

2

Safes 118,881
Rendering of sepviges 237
119,113

Other segment items included in the 2008 incotne statemant are as follows:

Thousanrd ey

Cells  Photovebaic Thermat Projects Other  Company

Depreciation of progerty, plant and - 1,379 227 - 122 1,729
equipment {Mote &}

T ]
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Segment assets consist of property, plant and equipment, intangible assets, inventories, trade and

cther receivables, loans to related companias and cash and cash equivalents. Segment lizbilities
consist of trade and other payables.

b} Secondary basis for segment reporting: Geographical segments

i is not necessary to prepare a secondary information presentation format by segment since the
Company only carries out transactions in Spain. There are therefore no different yields or risks
within Spain since the various regions in which the Corapany s active present the same economic
and political conditions.

34. Subsequertt events
The following significant events took place after the year end:

- On 21 lanuary 2009 the Company executed a public document covering the acquisition of
the photaveliaic solar farm located in Athama {Murcia). The agreament was concluded with
the Fotowatio Group and covered the sale of shares in the subsidiary called Afhama Salar, S.L
and the construction of the solar plant at that location. In addition, it included a S-year plant
maintenance agreemeant, The transaction totaled approximately €45 milllon, which was
coflected in full at that date.

-0On 18 Fehruary 2009 the Liquidity Agreement concluded on 18 February 2008 was canceled
in accordance with the provisions of CHMY Circular 3/2007 {12 December). On 19 February
2009, in accordance with the provisions of CNMY Circudar 372007 {19 December], a Hyguidity
agreement was concluded between SOLARIA and Mercados y Gestidn de Valores, 5.V, 5.4,
wherehy the conditions under which the financial institution will operate on behalf of Solaria
Energiz y Medio Ambiente, 5.4, acquiring or sefling Solarfa’s treasury stock in order to favar
the fyuidity and regularity of its Iisted price within the {imits established in this respect by
Shareholders at the General Meeting held on 30 June 2008. In this respect, SOLARIA has
deposited 1,470,000 shares and £4,458k in cash with the financial institution.

There have been no othaer significant events that have an affect on these annual accounts after
the closing date.
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Salaria Energia y Medio Ambiente, S.A.

PREPARATION OF THE ANNUAL ACCOUNTS FOR 2008

On 21 parch 2009, the Board of Directors of Solaria Energla y Medio Ambiente, S.A. prepares the
annuat accounts for the year ended 31 December 2008, and the Directars’ Report for 2008, which
are formed by the accompanying documents in compliance with the provisions of Articie 171 of
the Spanish Companies Act and Article 37 of the Cornmercial Code.

SIGMATORIES SIGNATURE

W, Enrique Diaz-Tejeiro Gutierrez
Chairman

Bir. Manuel Azpilicueta Ferrer
Birector

Bir. 1fig0 Sagardoy Simon
Director

mir. Enrigue Diaz-Tejeiro Larrafiaga
Birector

ddr. fosé Arturc Baz-Tefeiro Larrafiaga
Diractor

Mr. Miguel Diaz-Tejeiro Larrafiaga
Director

Wr. Manuel de Vicente-Tukor Rodriguez
Mon-voting Secrefary
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