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Solco engages in the wholesale and distribution of solar power and pumping sol
through a combination of imported and locally sourced products. The company is also lo
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A guality renewable energy business Rating  Valuation ASX code

We view the solar power industry as a core component of the-tenig

push towards renewable energy. However, as with many governme BUY $017 SOO

sponsored initiatives, renewable energy has had a raft abyhpighters
and financial engineers curb investor enthusiasm for, and public faith in,

the space in recent years. Pricing Data

52-w range $0.073 $0.135
SOO stands out in the Australian renewable energy industry as a focuséelirrent price $0.12
well managed and profitable wholesale business, supplying tailore®iluted shares 199.6m
products to residential installers. Going forward, SOO appears to hav@arket cap $24.0m
the management expertise to extend its business into the developmenfqt cash $2.4m
of viable largescale renewable energy projects. EV $21.5m

Pricing parity a reality internationally; Australia drawing nearer

The solar power industry is witnessing rapid increases in productiossr%'15
OF LI OAGe 2F 020K LK2G202f 01 A0 ot &
ingredient, polysilicon, resulting in a consistent and dramatic fall in
module prices over the past five years.
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Solar power pricing has already reached parity with peak e
pricing in California, Japan and some areas in the Middle East, with up to
18 countries expected to reach gumrity in 2012. In Australia, where s.0s

WNB I OG 21

declining PV prices are being met with rising retail electricity prices ™ Oe10 it Aprit ok
(primarily due to distribution network upgrades), we expect-un T S00 T Smalindustials (rebaseq)

subsidised solar power to reach parity with peak retail electricity prices

in the next three years. Key Financial Metrics & Forecasts

I - . - $m FY09a FY10a
Navigating the tailwinds and headwinds of government policies Revenue $m 278 345
Successive state and federal governments have set, then reset U TDA $m 1.8 3'1

_removed, various subsidy programs. As such,_the s<_)lar industry has beﬁ%t profit (adj) 138 244
in a state of flux for several years. Despite this, solar uptake b )

residential consumers has increased tenfold in the past three years t PS (ad)) (c) 0.7 1.2
cover well in excess of 200,000 homes (equal to less than 5% Byvidend (c) 0.0 06
Australian homes). Perhaps any publicity is good publicity.

EV/EBITDA 12.0x  6.9x
Hidden gem with emerging power division: valuation $0.17 PIE 17.3x  9.8x
SO0 represents one of the lowask exposures to the renewable energy Net yield 0.0% 5.2%

sector as an experienced and profitable distribution player. SOO also has
the expertise to become a meaningful player in solar power projects.

Investorfirst Securities  Please refer to the important disclosures on the final page of this report.
ACN 135 332 240

1

Mel

FY11f FY212f

519 64.1
3.6 4.1
273 3.10
1.4 1.6
0.8 0.8
5.9x 5.2x
8.8x  7.7x

6.3% 6.3%
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Contents Pg.
SOO commenced operations in the r1@B0s as Solar Energy Systems (SES) gysiness background /Board 2

producing solar water pumps and PV systems. SES then incorporated & siness model
polymer based solar hot water systems business and listed in 2000. In 2005,

Company background

: o ) ustralian residential PV market
it purchased solar power systems and components distributor Choice -y nmercial opportunities

3
4
5
Electric Pty Ltd. Production of solar hot water units ceased in 2008 as part ofg ., power pricing v grid 6
a reorganisation that focused on solar power and water pumping. In January Legislation federal 8
2011, SOO became the exclusive Australian distributor of Lorentz water 9
pumps and solar equipment. In April 2011, SOO announced its intention to
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$23/t carbon price 1 July 2012
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Solar Products(formerly Choice Electric) We estimate this business holds a
6% national market share. It manages the wholesale sourcing and
distribution of renewable energy systems and products for-gadnect and ) .
Of-INAR NBIdZANBYSydGad {hh NBOSyafes OSIVPIRANER 2577sNRy3a wii
addition to operating as a standard PV panel, can be used in light _
transmission building applications such as building facades, skylights andb‘ppendlces ) _
porticoes (building integrated photovoltaics [BIPV]). SOO sources equipmentGIObaI manufacturing capacity 17
from European, North American and Asian OEMs to meet a range of retail ©'00al renewable energy 18
price points and is looking at opportunities in energy storage. Photovoltaics (PV) explained 19

Disclosures 20
Power Division: Targeting largescale basdoad power to offgrid sites
(mines etc) as an alternative (or in conjunction with) diesel generation.
WS_ osyufte SE L.JI-.)/RS R 6A0K | A Sg U2 §5G%de arbl%%glésya?e oW?n%Z@ésF 2
projects throughout Australia. These sofarms are currently in pre .
feasibility stage, with SOO talking with potential-tzke partners. coast, with NSW and Qld

representing 65% of those east coast

Pumps DivisionOffers SunMill (proprietary) and Lorentz solar submersible sales
and aboveground transfer pump systems and Sureflow 12V pumps for
residential and commercial needs. SOO has substantially increased its
Board and senior management Vlctorla_n distribution capaut)_/ in

David Richardson Executive Chairman/General ManagermMechanical 2011 with a new 600m2 DC in Mt
Engineer with 30 years business experience. Established engineering firm/Vaverly

Toussant & Richardson in 1982 which he ran until its sale to Worley (now

22NI SetlFNE2ya w!{-Y 2hw80o® {SNWSR Ia KSIR 2F 2hwQa aAh\)
division. Became chairman of SOO in November 2009.

Mark Normarnt Executive Director (heads Power DivisionElectronics
Engineer. Joined SOO in 2006 and became CEO in 2008. Previously
President/CEO of several Orbital Group companies, having earlier
progressed from Senior Project Engineer to Country Manager (Indonesia).
Prior to this spent four years with Alcoa Australia (184).

lan Campbell Director (nonexec): WA Federal Senator from 1990 until
2007. Held offices including Parliamentary Secretary to the Treasurer and
Minister for Environment and Heritage. Worked in commercial and industrial
property prior to his parliamentary career.

Steve Missen CFO:Joined Solco in July 2010. Previously held financial
control, strategy and general management roles with LGH Holdings, Honda
and Brunswick (Mercury/Mariner).
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Business model: a solar trident

Wholesale distribution with national scope

SOO offers migto-high-end solar modules from suppliers in Asia, Europe ~:_;. :

FyR b2NIK | YSNKOF® LG KFa NBOSynf e gdosl rq_fgrpv§n eahnglggies y 4 ¢
solar products to its product offering (these products are translucent and not a technology developer

can be fixed to windows etc). Wholesale currently accounts for >80% of

group revenue.

SOO has established distribution centres in Brisbane (to be expanded),
Perth, Melbourne (commenced operations in April 2011) and northern NSW

(logistics needs being reviewed). As a wholesaler and distributor, SOO can
employ sales staff that cover a large geographic area without the underlying

fixed cost of a national installation team.

{hhQa OdzaAG2YSNBR ONBGFAfSNE |yR AyaidlfttSNaAO |NB f20FGSR
largest customer accounts for approximately 5% of sales. SOO has

developed a niche in regional areas where it has found customers are more

willing to support local businesses.

{hhQad RAAGNAROGdzI2NI yR OdzaG2YSNE | tfa2 LINPOARS {hh gAGK f
insight. In situations where a local distributor/installer does not have the

balance sheet to bid for large jobs, SOO has the balance sheet to assist and

subcontract the work to the installer.

Gridfeed power generation: miekerm growth opportunity

SOO has gained substantial experience ingaff solar EPCM, where it has
established facilities for remote sites (mining, farming & residential).
Management views this business as providing substantial growth
2L NILidzyAGASEa Ay GKS YSRAdzY GSN¥Y:=Z
FIENYaédo LG Aa Sygraalr3aSR GKFG GKSasS a
operate model, servicing prarranged offtake agreements with energy
retailers. SOO is currently seeking development partners for a proposed
demonstration site in the ACT.
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In addition, this business tenders for larger scale private installations for
schools and light industry with a face value of $100k to $3m. In many cases
SOO will use its local distributor/installer as a -somtractor to undertake

the installation.

Solar water pumping Lorentz, Sun Mill and Sureflow

{hhQa NBY2(GS &aAGS a2t N 61 GSNJ LlzYLIAy3 odzaAySaa Odz2NNBy
around $1m to revenue. SOO announced a three year exclusive distribution

agreement with a top three global solar pump manufacturer, German based

Lorentz Pumps, to compliment its own Sun Mill brand in December 2010.

Lorentz also offers a range of solar pool pumps that can also be connected

to the grid. Certain solar water pumps are eligible for Federal government

Renewable Energy Certificates (on a doeone basis 4SS a[ SIAat A2y

CSRSNIfé¢0o®

Water security will remain a long term priority in Australia. The provision of

d2f 1 NJ 6l aSR LizYLIAy3a SlidAaLLlYSyid A& | ylGdaNIt SEGSyaiazy
business. Remote solar water pumping competes with windmill and diesel

powered pumps.
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Australian residential PV market

Residential solar penetration <3% at the end of 2010

Despite the explosion in solar panel installation in the past two years, total
installations as a share of potential roof tops was less than 3% at the end of
2010. The Clean Energy Council reported that there were 187,000
households in Australia with solar panels installed at the end of 2010 (by end
of June 2011 its estimated the figure has growth to >300,000). Many of
these systems are would be readily expandable. The Australian Bureau of.
Statistics recorded 7.1 million separate and seeiached houses in
Australia as of 2008, accounting for 77% of total dwelfingsdicating
market penetration of <5%.

Solar PV market in Australia

Industry estimates that installed capacity rose
to between 320MW and 350MW in 2010.
NSW alone accounted for orders and
installations totaling 193MW up to November
2010.

Industry estimates that there are now over
300,000 households with solar panels

Chart 1: Households with solar panels installed (thousands) ) )
installed. The Clean Energy Council reported

2 200 mers2 187,000 homes with installed solar capacity
5 at the end of 2010.
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Source: Clean Energy CounCilean Energy Australia 2010

Anecdotal reports from installers suggest that installations will occur en
YIaasS Ay | 3IAGSy A0GNBSG FFGSNI LY AYAGAFET WSENI @& | R2LISN]

Installed capacity increased ¥#ld in past two years

Industry reports estimate that installed capacity rose to between 320MW

and 350MW in 2010. NSW alone accounted for orders and installations

totaling 193MW up to November 2010. This is around 4x the 79MW

installed in 2009 and 14x the 22MW installed in 2008. Total installed

capacity in Australia was estimated at just 184MW at the end of 2008W

closed its feedn-tariff (see page 10) in April 2011, having received Chart 2: Sydney annual household electricity
applications for over 300MW in that state alone. consumption

more than 12 MWh

Energy use per household has levelled off 1

As is indicated on Chart 2, the amount of electricity consumed pe
household varies greatly. Our estimates indicate that the (very loost
average three bedroom household would consume 9,000kWh (9MWh) p
year. The Resources, Energy and Tourism department has found that ene
use per household has remained largely unchanged in the past 20 years,
larger houses are countered by more energy efficient designs (insulatio
low-power lighting etc.

less than 4 MWH
27%

8-12 MWh
21%

- . . 4-6 MWh
In-built inverters would bring down installed costs 21%
As with the original flat screen TVs, solar panels are reliant on an exterr
box to make them usable. SOO is aware of work being undertaken to inclu

inverters within the module. This would reduce installation time and cost.

6-8 MWh
18%
Source: iIPART 2010 annual household survey

Y dZAGNIEALY . dzNBldz 2F {dGFGAAGA0E I A9y OBANBYYSyidlt LaadzsSay 9ysSNBEe !
L yaSNYyFGA2YFE 9y SNHE ! 38y 0Oeés aunnd ! dAGNIfALY tK2G202f GFA0a {dF Gdza w¢
®Energy in Australia 2010
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Opportunities in commercial and largecale projects

Commercial and largg O £ S LINRB2SOGa IINB GKS R2YIFAY 2F {hhQa L}Rg:¢
division. With Mark Norman now installed as head of the power division, it

has developed capability in modelling the power generation/cost savings of

large scale installations.

Commercial sector largely untapped

Residential sales are estimated to account for 94% of solar power sales at
present. With a government target of 45,000 gigawatt hours (GWh) of
renewable energy per year by 2020, residential installs alone will not meet
this target. Government models only factor in a 4,000GWh contribution
from smallscale renewable energy systems.

The commercial market has yet to widely embrace the idea of solar power
generation. Given the larger rogpace of many commercial premises, they
are particularly suited to large installations (>10kW system). The widely
expected substantial increases in electricity pricing should see solar
installations become cost competitive outright in 2014 (see page 7).

Potential to develop solar farms at installed transmission lines

A longerterm opportunity lies in the development of solar farms. This would
probably require SOO to work with a JV partner, given such projects would
be in the >1MW region (>1,000kW vs residential installs of ~2kW). Further,
these projects would likely only proceed on the back of signed power
purchase agreements with energy retailers.

Solar carparks a further opportunity

Another example of a potential tiep would be in the construction of
shaded carparks (common in Qld), where solar panels are fitted to the roof
as part of the construction process. Such combinations have been
constructed in the UK, Europe and the US.

Energy storage ability will provide independence from the grid

SOO is not a technology developer. It is monitoring the development of

SYSNE& 4ai2N}r3S azftd2ixzya AyOf dzZRAY I odRnd tbadNergylstolage? G Kt
store sufficient power to run a property through the night. offering

In addition, SOO has sole distribution rights to selected technologies such as
power optimisers which are designed to improve performance and expand
locations where solar panels can be installed.
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Solar pricing parity within reach

Price parity likely in 2014

Given an abundant supply of brown and black coal, Australia has some of

the cheapest baseload power generation capability in the world. This has fed

through to low retail pricing from an international perspective, as displayed Solar module prices have fallen

in Chart 6 (see page 11). substantially in the past 10 years
the rising AUD has resulted in an

Current household bill estimate $2,141 a year amplified impact in Australia

Using information gathered off electricity price comparison website
Switchwise, we estimate the average three bedroom residence would have
an annual electricity bill of $2,14® ¢ KS @I &G Yl 22NA (e 2F +AO00G2NRAI Q& RgStf Ay
are connected to gas supplies with brown coal electricity. This, combined

with less A/C demand, resulted in low electricity consumption and bills.

Table 1: Estimated annual electricity cost by capital city Chart 3: Gas use in dwellings
Connection  Tariff / Effective Yearly B cas, use in awellings

per day kWh Cost / kWh estimate* 100- 2202
NSW 48.09 21.71 23.56 2,238 ol B - 2008

Vi@  72.00 20.31 23.68 1,847 I - [ E
QLO 27.01 21.35 22.44 2,267 1 I* I* I I I*
WA 38.23 20.83 22.37 1,812 PR | I, I, [ Ij [ [

SA 49.67 27.25 29.26 2,955

ACT _ 53.90 15.43 17.61 1,726 ] I lf iJ lf l i l ‘ l l
Weighted average househofd 9,048 kWh 23.6c kWh$ 2,141 /yr O W Ve g0 Sh Wa T NT AT Akt

Source: Switchwise.com.au, Investorfirst estimates

{2dz2NOSY ! . {3 49ySNHe& dza.
Installed solar prices falling 28% would reach parity
Alternatively, we estimate the pricing of solar installations needs to fall a
further 28.4% to achieve parity with average retail prices in the five main
cities using a very conservative 3% per annum retail electricity price
increasé. Retail prices vary substantially between capital cities. This flows
through to a fall of approximately 37% for the underlying component prices.
Table 2: estimated required fall in upfront cost to achieve parity Chart 4: Solarbuzz retail module price index
prod'n cap. / initial total kWh PV cost/ current retail Solarbuzz Retail Module Price Index
day (per 1kwh) prod'n/y®  produced kWh~ cost / kWh 55 b 2003 une 202 (Rebesed Oct 2010)
NSW|  4.00 2,920 38,944 37.3 23.6 AN B
vic 3.38 2,467 32,907 44.1 237 §as W
QLD 3.85 2,811 37,483 38.7 22.4 gm \\\
WA 3.71 2,708 36,120 40.2 22.4 Fas
SA 4.03 2,942 39,236 37.0 29.3 £30 L s ~\
ACT] 3.97 2,898 38,652 37.5 17.6 2.5 || ==Europe () | \
Weighted Avg. 3.78 2,756 36,760 39.7 23.6 2.0

Estimated required cost fall/lkWh (@ 3% pa bill rise): -28.4% on e s e s w7 R s s
Source: Solarbuzz

Source: Investorfirst Securities estimates; switchwise.com.au

“A three bedroom residence with three occupants, city pricing, weighted by city populations
Susing 3% per annum increase in the retail price of electricity and a 15 year life for solar panels
fincorporates a 3r 10% efficiency degradation (0.5% after); 15 year life; 2.0kW system
~assumes $10,000 upfront installation aoddo RECs or Feed in Tariffslus inputs above
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Solar pricing parity within reach cont...

15%ypa retail price rise would make solar NPV neutral over life
Our estimates indicate that should retail prices rise by an average 15.0% per
year for the next three yeafg~52% over that period), this would result in

an unsubsidised 2kW solar system being cost neutral over its life. This
estimate is based on a 5% discount rate and installation at current prices,
without any subsidy from RECs or FiTs.

Retail prices will rise substantially in coming years

In the coming years, an ageing distribution network is going to need Retail electricity prices expected to
substantial upgrades. Twihirds of expected price rises are salq to be rise up to 60% over the next three
related to network upgrade costs. Government estimates put this cost at L .

$100 billion nationally over the next 10 years. Estimates put the retail yearst bringing solar to parity
electricity price increases necessary to foot this bill at between 20% and 60%

over the next three years.

We estimate that:

9 should retail electricity prices rise by 40%, the sradge of these
reported estimates; and

1 solar PV cells price fall by greater than 10% pa over the next two years,
as global production capacity nearly doubles.

Then, this would see PV based solar power become price competitive with
grid-fed power in FY14.

Chart 5: Retail price rises and impact on solar NPV (patity) Table 3: Range of annual household electricity costs
04 in three years, depending on growth assumption
0.40

N —— est. 20% est. 40% est. 60%
N /
035 S _~ NSW 2,686 3,134 3,581
~ — vVIC 2,216 2,586 2,955
0.30 =
AT - 1 — QLD 2,720 3,173 3,626
025 | — WA 2,175 2,537 2,899
020 SA 3,546 4,137 4,728
l 2H11 1H12 2H12 1H13 2H13 1H14 2H14 1H15 2H15 1H16 2H16 ACT 2'071 2'416 2'761
—— 30 =200 — 40% — 60% —— PV Average cost Weighted Avgs. $ 2,563 /yr $ 2,990 /yr $ 3,417 lyr
28.3c kWh 33.0c kWh 37.8c kWh
Source: Investorfirst Securities estimates Source: Investorfirst Securities estimates

"Falling to 3% per year thereafter to year 15 (see note 8)

Sassumes $10,000 upfront installation cost now falling to $7,200 in FY16. Includes $2,200
installation charges No RECs or Feed in Tariffs

The largest increase here (to 37.8c kWh) is over the next three years. Table 1, on the previous
page, assumes a 3% per annum electricity price rise for the 15 year deemed life of the panels

Investorfirst Securities  Please refer to the important disclosures on the final page of this report. Level 10
ACN 135 332 240 30 Collins Street

Melbourne, Victoria

7

A Corporate Authorised Representative (no. 339 230) of HUB24 Custodial Services Ltd (ABN 94 073 633 664) (AFSL 239 122)




@) Investorfirst Securities

Federal legislation

Governments at both federal and state level have been using renewable
energy to achieve political ends for several years and this continues. The
federal government has, this year, brought forward the timeline over which
its Solar Credits (RECs multipliesee below) scheme will be wound down.

Renewable Energy Certificates (RECS)

¢CKS J2@SNYYSyiliQa LINAYFINE AyOSydA@dS F2N) I OKAS@Ay3a Aida a
Renewable Energy Certificates scheme (RECs). A REC provides the holder

with a store of value representing 1IMWh of renewable electricity deemed to

be gentke)rlated. In the r<]:ase oerEéidential sttl)laL, this fe;lls into Ithe 5:0;]1% h47% of new power projects globally
renewable energy scheme. s currently have a face value o each, . .
However they are a tradable commodity and have traded as low as $18 inWere renewable energy projects in
2011. To claim the full $40 holders must submit to a queue system with no 2010

assurance as to when they will receive the payment (which is paid

quarterly). In most cases, customers sign these over to the installer as a

reduction to the upfront installation cost.

SOO does not currently trade in RECs, however it holds the necessary

license. RECs are an important incentive to draw customers to the industry.

Solar Credits

Solar credits provide additional support for rooftop solar in the form of
adding a multiple to the number of RECs, deemed to be generated from
solar, to the first 1.5kW of an installed system. As of 1 July 2011, a multiple
of 3x will apply to RECs deemed to be generated by solar. This will reduce to
2x from July 2012 and to 1x from July 2013. The amount of electricity
deemed to be generated changes depending on location. Table 6 works
through the impact on a 2kW system using a $40 REC price.

Table 4: Total value of RECs with solar credit uplift on a 2.0kW sy&tem

Zone  System RECson RECson Total Value

rating (kW) 1.5kw >1.5kw RECs ($)
Sydney  1.382 2.0 93.3 10.4 103.7 4,146
Melbourne 1.185 2.0 80.0 8.9 88.9 3,555
Brisbane  1.382 2.0 93.3 10.4 103.7 4,146
Perth 1.382 2.0 93.3 10.4 103.7 4,146
Adelaide 1.382 2.0 93.3 10.4 103.7 4,146
Canberra  1.382 2.0 93.3 10.4 103.7 4,146

Source: Dept of climate change and Energy Efficiency

Mandatory Renewable Energy Target

In August 2009, the Australian Government implemented the Mandatory
Renewable Energy Target (MRET). The-erdorceable target states that
20% of electricity should be generated from renewable sources. This was
amended effective 1 January 201linto two parts. It now comprises a
largescale renewable energy target and a sksa&lile renewable energy
scheme. The largscale target has been set at 41,000GWh. The balance of
the previously targeted 45,000GWhis expected to be met via the small
scale renewable energy scheme. This may provide longer term support for
installation of rooftop solar panels as they satisfy the terms of a sseale

renewable energy system

Dept. Of Climate Change and Energy Efficiency

“This implies expected need of 225,000GWh capacity in 2020. Australia produced a total
260,000GWh in 200689. Dept. Of Climate Change and Energy Efficiency (includgsd)ff
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Clean Energy Agreement$23/t carbon price

$23/t on CQ-e emissions from 1 July 2012

The government, working with the MulRarty Committee on Climate " :
Change (MPCC) has announced that it plans to introduce legislation IaterInltlal carbon price of $23 per

this year that will put an initial $23 per tonne price on carbon emissions tonhe of C_Q_'e on ~500 largest
(CO2e)'% The government has set a target commencement date of 1 July €mitters, rising 2.5% per annum to
2012. The price of carbon will rise 2.5% per year fro three years. It is 1 July 2015 before moving to
intended that Australia will then move to a camdtrade carbon pricing emissions trading scheme (ETS)
mechanism (emissions trading scheme) from 1 July 2015 that will be subject

to international linking (global pricing).

The scheme is intended to cover stationery energy (power stations), most
business transport, fugitive emissions (such as from coal mining), industrial
processes and nelegacy waste.

$10 billion Clean Energy Finance Corporation

Of particular interest to SOO, as it develops its Power Projects division, is the
announcement of a $10 billion fund to be known as the Clean Energy
Finance Corporation (CEFC). The CEFC will be authorised to: grant loans on
commercial or concessional terms, provide loan guarantees or undertake
equity investments in renewable and clean energy projects.

Existing renewable energy support measures will be rolled into a new
Australian Renewable Energy Agency. This agency will focus on development
and commercialisation of new technologies.

2,000MW of emissiongntensive power generation to close

As part of the package, the government has planned to close 2,000MW of
emissionsintensive power generation capacity by 2020All of this lost
generation capacity would be replaced with renewable and clean electricity
generation. This would include solar power.

The government is forecasting that average electricity prices will rise by
$3.30/wk.

Pricing higher than international rates
While Australia will initially have a fixed carbon price, it is worth noting that
Europe and New Zealand already have in place emissions trading schemes.

Certified Emissions Reductions (CERSs) credits traded in those markets have
NBOSyiGfe oSSy GNIXRAYy3I F2N) INRPdzyR emm FYR bbmydpnI 2NJ
A$14.50 per tonne of certified G@ reduction.

While the package sets a price floor starting at A$15 per tonne, rising 4%
per year in real terms, the Australian government has proposed that it will
set the price for the first three years of the flexible trading period. In
addition, liable parties must meet at least 50% of their annual liability with
domestics permits or credits.

12CQ equivalents. These include nitrogen oxides, particulate matter, hydrocarbon, carbon

monoxide and carbon dioxide.

¥ 1 w9{ NBLERNI G9ySNHE& Ay 1 dzAGNIEfAFY wHnammé y23G3SR 1 dzGNIfAFQa G20l €
51,000MW in 2008®9. Shutting down Hazelwood Power Station in Victoria would reduce

emissiongntensive electricity generation by 1,720MW on its own.
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State legislation stakeholders in FiTs of rage

State-based feedin-tariffs

Feedin-tariffs (FiT) are payments made by the government (as electricity bill :

NBRdZOGAZ2Ya0 F2NJ St SOGNAOAGE LINE R dz0 & r%éj%s'g?ed g??f%@?ﬁi’% 5

SEO0Saa 2F GKSANI ySSRaz sKSy Ad xra +PaRdRShAye bprsa ognigrdies
industry

This analyst first came to know SOO in the second half of 2010. At that time

each mainland state had int_roduce_d a FiT scheme, geperally in Fh_e_ form o_f aBut dramatic policy changes (ie

net tariff. NSW was the pgtller as it offered a gross tariff. NSW |n|t|a_lly paid subsidy reductions) are likely to

60c/kwWh for all electricity generated, regardless of whether it was e S

transmitted to the grid. Since that time, NSW first reduced its payment on result in industry consolidation in

new installations, then tried to reduce payments on existing installations the second half of 2011

and has suspended all new claims as of 28 Afik is the prime example of

the uncertainty that is created as the goalposts are constantly moved.

Table 5: Current statdased feedin-tariffs

Scheme Rate paid
commenced per kWh Model Ends Notes
NSW  Now09 60c/20c Gross 7 yrs CLOSEBBOOMW cap reached, under review
VIC  Now09 60c Net 15 yrs 100MW cap, retailers pay a 6¢ premium
QLD  Jul0o8 44c Net 20 yrs Retailers add ~8c kWh
WA  Augl0 40c/20c  Net 10 yrs 20c from Jull1- 150MW cap
SA  Julo8 44c/16c  Net 20 yrs 16c from Jurll (retailers add 6¢)60MW cap

ACT  Julo8 45.7c Gross 20 yrs

CLOSEDB15MW cap reached. Additional

Source: EnergyMatters

SOO could benefit from likely casualties in the next six months

The combination of a greater than first planned RECs multiplier reduction

and some state programs being suspended or reduced will likely see some

casualties in the next six months. Private solar installer Clear Solar, which

claims over 10,000 installs, recently entered administration and has

NBLR2NISRfe 6SSy 062dAKG o6& St SOUGNAROIE O2YLRYySy(d &dzLLJX A SNJ

Dumping could also be a concern. Substantial new manufacturing capacity is

constantly coming on stream (see page 15) at the same time that several

European schemes are being wound down. Given a strong currency,

combined with federal and some state support, Australia may seem like an

SYGAOAY3a LI I OS F2NJ YIydzFI OGdzNENE (2 Q3aFAY YINJSG aKFNBQ
{hhQa &aiNRy3 olftly0OS &aKSSiG o6ySi OlFLak 2F pbPcY SELSOGSR I
it to manage a margin squeeze should it eventuate. SOO will also be well

positioned to fight for organic market share growth as well as take

advantage of acquisitive opportunities should these eventuate. SOO would

be interested in businesses that offer complimentary product ranges and/or

additional contacts and market exposure.
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Key drivers competition

The price of griefed retail electricity

Solar panels have the advantage of bypassing the retail energy distribution
network. It also means that they can compete at retail electricity prices.
!—Iowevgr, Austra.lia has some of thg chga}pes.t grid fed residential and Chart 6: OECD electricity prices (2009)
industrial power in the world. Industrial pricing is lower on average than

residential retail. Solar power is currently uncompetitive on an unsubsidised residential

(%)
z
=
N
m
5
o
2
o

Norman (ASX: HVN).
1 RFI: privately held Australian business focussing on solar and wireles

France
New Zealand

basis. Australian pricing is highlighted red in Chart 5. Denrﬁij‘;=

Netherlands=

Alternative wholesalers and distributors eland

The majority of solar equipment wholesalers are privately held companies. Luxembourg=

Some larger competitors include: slovak Re‘j:b:ﬁ_

1 CBD Energy (ASX: CBD): CBD is substantially larger than SOO. ( Be|gi.m§

reported cash receipts of A$93m for the nine months to 31 March. It Portugal

reported a PBT of $3.2m, on $74.3m revenue in 1H11 (SOO: PBT $2.3 “"=*""9%

on $25.3m revenue). CBD has entered a JV with two large Chinese powe Hungary=

and renewable energy companies with a view to developing large scale R RS:;eucniTi:E

solar energy projects. It also looks to have a partnership with Harvey Finland
communications. Reported FY10 sales of $100m and 180 staff. Australia E

I Connergy: A German based solar manufacturer and distributor. Sales o NOfwav=
Gemoy odzi KIa NBLR2NISR fz2azasa T2 U“'te‘“fhtﬁg=

Chinese Taipei
Thailand {2008

Major energy retailers and direct importers S
market. Impacts on them will feed through to SOO. _ .
1 All major energy retailers (Eg. Origin Energy [ASX: ORG], AGL, TR ndustrial

9y SNBHeO | tNBIRe Ww2pyQ GKS NBGFACL smakaepulg:i— 91 OK
installed on the roof. Ireland =
1 Developers such as Lend Lease (ASX: LLC) have announced intentions Hufgpa"jr;‘(
move into commercial ,andA residential - solar installat,ions. As the Cech Republic NN o
RSYSt 2LISNE UKSé KFEZGS FTANRUG | OO0OSaad Netherlands pumm YSyu
first foray appears to have been have been abandoned following reports ~ Luxembourg =
that the solar panels it purchased were not fit for purpose. e K?:;”;x—
91 Large independent retailers direct sourcing. SolarShop Pty Ltd (SSA) is Fortuga! |
now backed by Harbet Management Corp (US). Harbet took an 18.5% Poland=
stake in May 2009. Revenue in 2009 was estimated at $75m. SSA source: Greece
most of its product from First Solar (see page 15). D;;”;iE
Spain
Other renewable energy sources / companies Switje”r:z:j_
Infigen (ASX: IRNformerly Babcock & Brown Wind Partners) with US based Sweden-
Suntech to bid on largscale solar projects in Australia. Mexico=
Dyesol (ASX: DYE) is developing a gair®V technology in partnership with  Australia I
international scale manufacturers (Tata Steel and Pilkington). SOO may be LS;T;;:;’::S'=:
able to become a supplier of the DYE product should it reach commerciality ., 7.1.nd (2008) |
however DYE may choose to go direct to market. Norway I |
Other renewable energy sources: In the-gffd market wind and biodiesel Rep. O“(C"Eﬂl-
will be competitors. Wind power has been the largest generator of RECs to Ac/kWh 1020 30 40
date. Other competitorg (in Igrge scale) include hydroelectrigity; wave/tidal {(2dNDSY 58I wSaz2dNDSA:
power; solar thermal (intensifying suns rays to heat water into steam for | 5 i NT f A1 w1 wwmé

turbine power generation can incorporate heating salt into molten form as a
store of energy). As with DYE, there are a number of new clean technologies
that could compete in the future (eg. organic and nayased technologies).
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Financials: 1H11 & FY10 results review

{hhQa wmlImMm NBadzZ da KIFIgS o06SSy AYLI OGSR o6& I O002dzyiAy3a N
currency hedging and use of tax loss credits in F8&@o has up to $7m in

potential tax loss credits. It expects to be able to claim these over future periods as

partial offset to current tax liability. We assume an average 25% tax rate throughout

the forecast periodHowever, as the actual tax rate to be applied to any given

period is unclear we, focus on adjusted profit before tax.

Normalised 1H11 profit before tax was $2.2m, a 45% increase over the pcp.
This follows strong growth in FY10, when normalised PBT rose to $3.29m, a
76% increase over FY09 PBT of $1.8m (reported FY10 NPAT of $4.8m
included a $1.5m tax benefit).

1 Group sales increased 74.5% in 1H11 over the pcp to $25.3m, as
consumers sought to take advantage of unsustainably favourable
government subsidies, particularly in NSW. We are expecting a similar
level of revenue in 2H11 (see forecasts) as customers rush to take
advantage of various subsidies that are being reduced from 30 June.

1 1H11 operating cashflow 6$3.6m was impacted by increased inventory
at balance date to service demand being stimulated by favourable-feed
in-tariffs at that time. Management expects this to be reversed in 2H11.

I FY10 sales increased 24% over FYQ9, following a 68% increase in FY09
sales over FY08. Margins improved as SOO was able to take advantage of
fixed cost leverage and increased sales of higher margin components.

I FY10 cash flow from operations rose 84%. This was in the face of rapid
changes in currency combined with rapidly (and continually) decreasing
prices for PV cells (see page 7).

9 Total watts sold increased 121%, an indication of the decreasing price
and dollar margin (% margin maintained) of the solar panels.

Table 6: Historical earnings

1H11 FY10 FYO09 FYO08
Sales 25.3 34.5 27.8 16.5
Gross Profit 5.0 6.8 4.9 3.3
Margin % 19.8% 19.8% 17.7% 20.0%
EBITDA 2.3 3.1 1.8 0.1
Margin ¢ 8.9% 9.0% 6.4% 0.4%
EBIT 2.2 3.1 1.7 0.0
Margin ¢ 8.8% 8.9% 6.2% 0.0%

PBT ad|
NPAT reg. 0.925  4.796 1.791 0.119

Hedging impacts 1H11 earnings

SOO reported a $1.013m ptex noncash expense arising from hedge

valuations under AASB 139 in relation to outstanding hedge positions at 31

December 2010. This was a result of the strong rise in the Australian dollar

2PSNJ Ml mmMm® {hhQad KSRIAY3I LRfAOE A& G2 YIFIGOK 2NRSNE |
reduce risks around COGS. These last up to three months.

SOO is trialing a participating forward heddeuy outof-money-call and sell
in-the-money put options as a measure to manage its exposure. This
should mean that future balance date adjustments are reported in the
balance sheet as a capitalised instrument, not the income statement.
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We are forecasting revenue of $51.9m for FY11, feeding through to an
adjusted profit before tax (PBT) of $3.64miime with company guidance.

Financials: Forecasts & Valuation

Shortterm pressures

In the short term the industry may be subject to a material contraction as
state and federal subsidies are reduced. In addition, the next twelve months
could well see oversupply of many facets of the solar modules as capacity
has been increasing exponentially in the chase for European markets
(primarily) and subsidies (which have also been wound back). However,
following the Japan earthquake and Tsunami, Germany announced a plan to
shut down its nuclear electricity generation capacity. It is understood that it
has not gone ahead with its planned fewdtariff reduction at this time
which should support demand out of that country.

2 KAt S 20SNEdzLILI & ¢2dzf R fA1Ste G2 OlFdzaS a2YS akK2NL &SNy
margins and sales, it provides SOO the opportunity to use its balance sheet
strength to push for market gains, both organically and through acquisition.

We view the combination of the business and product expertise within
{hhQa &aSyA2N) YIylI3SySyid FyR GKS &adNRy3 2dzit221 ¥F2N GKS
sector, as a whole as providing SOO with a favourable investment thesis.

Forecasts

Our FY11 forecasts are in line with recent company guidance. We are
forecasting revenue of $51.9m for a profit before tax of $3.64m. Our
medium term forecasts include the price of PV modules falling 15% a year in
FY12 and FY13. This is premised on large expected increases in global
production capacity and falling government subsidies globally.

FY12:FY12 may be impacted by a short term contraction in demand on the

back of reduced subsidies. However, on balance we expect the forecast
continued contraction in PV module pricing and the impending carbon price
(not yet legislated) will provide consumers enough incentive to offset this

shortterm negative over the course of FY12.

We are forecasting very strong growth in MW sold in FY12, through a

combination of increased residential solar sales and initial volume sales

GKNRdzAK {hhQ& LR6SNI RAGAAAZYd ¢2(Ff a2 &a2fR A& SELISOGSR
for an estimated 24.7% rise in PV module sales revenue to $60.1m, in

addition to which pump revenue is forecast to contribute $4m following a

FdzZA f &@SIFNR& O2yGNROodziAz2y FTNRY GKS [2NBydl RA&GNXOGdzi 2 NAK
forecasting a profit before tax of $4.1m in FY12, a 13% increase over FY11f.
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Risks
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WA&14 G2 {hhQi odaAySaa AyOfdRST odzi FNB y2( tAYAGSR G2

Government/legislation: This has changed frequently and dramatically in past

¢CKS FTSRSNIf 3J20SNYYSyiQa OdNNByid {2t N/ NBRAGA &0KSYS KI
down mechanism (which has changed in the past six months), as discussed

earlier in this report, however the REC scheme is scheduled to continue through

to 2030. The statbased tariff systems are also designed with time and/or MW

installed limits, after which the feemb-tariff ceases or is greatly reduced. At

current PV prices this would render the industry unviable. As an example, NSW

has changed its FiT twice in six months, has suspended future applications and

even attempted (unsuccessfully) to impose retrospective changes on customers.

Pricing of photovoltaic (PV) waferd: y @S a2 NFA A1 Qa LINAOS SaidAYI(S
noted earlier in this report. However, should prices remain constant or rise then

solar power would remain unviable without government support, which is due

to wind down over the coming years. With Europe having wound back subsidies

in CY11 and global production capacity expected to increase by 50% we do not

view substantial price rises as likely but remains a risk should it occur.

QX
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Low financial barrierstoenty? S @A S¢ {hhQ& LINAYINE FR@GFydlFr3asS a Ada €I NI
range of products specifically selected by its electrical engineers to meet

Australian legal standards and more importantly, Australian climatic conditions.

Maintaining high standards will help to instil confidence in the Solco brand

among its distribution network. However, its underlying business is primarily

that of an importer/distributor of what is a (generally) widely available and

O2YY2RAGA&ASR LINRRdzOG® {hhQa o6laArd odzaAiySaa Y2RSt OFly 68§
with regard to its distribution system and product range.

Large competitorsThe large retail solar system providers such as Origin have an

advantage in the form of already owning the energy supply relationship with the

LRGSYGAL f NBGFAE Odzad 2 YyBd\dildressds. If thef 02 Qa RAAGNAROdzI2NE |G 2
projects market companies such as Infigen have begun competing (on projects

currently beyond the scope of SOO).

Alternative sources of renewable energgs has already been touched on, wind
power and (particularly) biodiesel are likely to compete for the sameyraff
customer base that the solar industry is targeting. Both wind power and
biodiesel were considered carbon neutral and not subject to carbon pricing
under the previously proposed Carbon Pollution Reduction Scheme (CPRS).

Legacy warranty issueSolco previously manufactured a solar hot water system.
Warranties are still current on some product sold. SOO provisions for this
warranty and notes that to date claims have been tracking in line with
expectations. This should be wound down by the end of FY12.
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Our buy recommendation and 17 cents a share valuation flow from our view

GKId GKS O2YoAyliAz2y 2F (GKS odaAaAySaa FyR LINRBRdzOG SELISN
senior management and the strong outlook for the renewable energy sector,

as a whole, provide SOO with a favourable investment thesis.

$0.17 valuation and Buy recommendation

DCF valuation

Based on the forecasts included on page 13 our DCF valuation is 20 cents a
share. A cost of equity of 15.2% (the company maintains a net cash position
so WACC is no different) has been applied, along with a terminal growth rate
of 2% after five years.

Comparable multiples

Internationally, US based First Solar (Nasdaq:CSIQ) is a vertically integrated

manufacturer, wholesaler and power operator. Bloomberg consensus

estimates place FSLR on a FY12f P/E of 12.0x. Canadian based, Nasdaq listed

Canadian Solar (CSIQ) is also an integrated vertically operation and trades on

a Fy12f P/E of 7.3x. The range of multiples being paid for larger solar power

companies varies depending on the specific business mix. The average FY12f

P/E among these international comparable companies is 10.7x

{hhQa Y2aid RANBOG tAaGSR !dzadNItALY LISSNI A& /.5 9yS
.t22Y0SNHQa O2yaSyadz RFGl AyOf dzRSa 2vyf e 2yS lyrteaao
indicates CBD is trading at just 3.7x FY12 GHD has entered a JV with two

large Chinese power and renewable energy companies with a view to

developing large scale solar energy projects.

<,

Table 7: Peer trading multiples

Exchange Ticker P/E EV/
First Solar Nasdaq FSLR 12.0 7.9

Canadian Solar Nasdaq CSIQ 7.3 7.6
Sunpower Nasdag SPWRA 19.5 6.9

Trina Solar (China) NYSE STP 5.0 7.0
Solarworld Frankfurt SWV 9.9 5.9

CBD Energy ASX CBD 3.7 2.3
Average (ex CBD) 10.7 7.0
Small Industrials 11.0 8.0

Source: Bloomberg; Investorfirst estimates

We have applied a 10% discount to SOO relative to the S&P/ASX Small
Industrials index, which is currently priced on 11.0x FY12 earnings (source:
Bloomberg). This also places SOO at a 7.5% discount to its international
peers.

Valuation $0.17 and Buy recommendation

Our valuation is based on the average of our discounted cashflow valuation,
the capitalization of FY12f EPS by 9.9x FY12 P/E (based on the discount to
peers discussed above) and EV/EBITDA of 6.5x based on forecast FY12
EBITDA of $4.13m (SOO holds net cash).
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Solco Recommendation: Buy Share price $0.120

ASX code SOO Price Target: $0.17 No. shares 199.6m

Bloomberg SOO AU Financial risk: 4.68 (Z Score) -1.61 (H Score) Options etc. 0.0m

Reuters SOO.AX Market risk: 1.20 (beta) Market cap $24.0m

$m Financial year end: June 30

Income Statement FY09a FY1l0a FY11f FY12f Valuation Metrics FYO9a FY10a FY11f FY12

Operating revenue 27.8 34.5 51.9 64.1 Price / earnings 17.3x 9.8x 8.8x 7.7%x

EBITDA 1.79 3.11 3.65 4.13 EV/EBITDA 12.0x 6.9x 5.9x 5.2x

Deprec & Amort -0.06 -0.04 -0.03 -0.03 EV/EBIT 12.4x 7.0x 6.0x 5.3x

EBIT 1.73 3.07 3.62 4.09 Dividend yield 0.0% 5.2% 6.3% 6.3%

Net interest expense 0.12 0.18 0.02 0.04

PBT 1.85 3.25 3.64 4.13 Current price / book 1.8x

Non-recurring items -0.05 0.00 0.00 0.00 Current price / NTA 1.9x

Equity-accounted 0.00 0.00 0.00 0.00

Reported net profit 1.79 4.80 2.71 3.10 Margins & Growth FY09a FY1l0a FY11f FY12

Adjusted net profit 1.38 2.44 2.73 3.10 EBITDA margin 6.44% 9.00% 7.03% 6.44%

Adjusted EPS $0.007 $0.012 $0.014 $0.016 EBIT margin 6.23% 8.88% 6.97% 6.38%

Dividends per share $0.000 $0.006 $0.008 $0.008 PBT margin 6.64% 9.41% 7.01% 6.44%
Adj. net profit margin 498% 7.06% 5.26% 4.83%

First half review

First half revenue ($m) 11.35 14.72 25.27 30.46 Revenue growth 24.3% 50.3% 23.5%

First half EBITDA 0.44 1.48 2.25 1.75 EBITDA growth 73.7% 17.4% 13.1%

First half adj net profit 0.36 1.17 1.70 1.29 EPS growth 76.1% 12.0% 13.5%

Cash Flow FY09a FY1l0a FY11f FY12f Du Pont Analysis (reported FY09a FY10a FY11f FY12

Reported net profit 1.79 4.80 2.71 3.10 Operating profit margin 6.0% 8.9% 7.0% 6.4%

Deprec & Amort 0.06 0.04 0.03 0.03 Asset turnover 176.9% 203.9% 252.3% 258.9%

Working capital 0.51 -1.23 -2.34 -1.46 Interest expense rate -0.7% -1.1% -0.1% -0.2%

Others 0.05 0.00 1.01 0.00 Equity multiplier 199.9% 169.1% 160.9% 174.5%

Net operating cash flow 2.41 3.61 1.42 1.67 Tax retention rate 100.0% 147.6% 74.6% 75.0%

Capex -0.03 -0.03 -0.06 -0.06 Return on equity 22.8% 47.9% 21.2% 21.8%

Acquisitions 0.01 0.00 0.00 0.00

Others 0.00 0.04 0.00 0.00

Net investing cash flow -0.02 0.01 -0.06 -0.06

Change in debt -0.01 -0.01 0.00 0.00

Equity issuance 0.00 2.05 0.00 0.00

Dividends 0.00 -0.50 -0.75 -1.50

Other -0.02 -0.01 0.00 0.00 Capital Structure

Net financing cash flow -0.03 1.54 -0.75 -1.50

Net cash flow 2.36 5.16 0.61 0.11 90% -

Balance Sheet FYO9a FY10a FY11f FY12f 70% - m Market Cap

Cash 4.54 6.07 6.68 6.78

Receivables 3.40 4.25 3.99 5.05 50% - m Current Debt

Inventory 6.79 4.43 6.59 8.23

Other 0.08 1.06 3.03 3.75 30% - = LT Debt

Total current assets 14.81 15.80 20.29 23.82

PP&E 014 009 012 015 10%

Intangibles 075 076 076  0.76 . B Cash

Other non-current 0.00 1.51 1.82 1.82 -10% 7

Total non-current assets 0.90 2.36 2.69 2.72 -30% -

Total assets 15.71 18.16 22.98 26.54

Current debt 0.01 0.00 0.00 0.00

Payables 7.40 5.50 7.57 9.38

Provisions 0.24 0.38 0.53 0.67

Other 0.00 0.00 1.16 1.16

Total current liabilities 7.65 5.88 9.27 11.22

Non-current debt 0.01 0.00 0.00 0.00

Other 0.19 0.11 0.33 0.33

Total non-current liabilities 0.20 0.11 0.33 0.33

Total liabilities 7.85 5.98 9.59 11.55

Net assets 7.86 12.17 13.39 14.99

Net tangible assets 7.10 11.42 12.64 14.24

Net debt -4.52 -6.07 -6.68 -6.78

W/av diluted shares on issue

Investorfirst Securities
ACN 135 332 240
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Parity has been reached in some major international markets
Bloomberg New Energy Finance estimates that large PV solar project are ) o
already viable against fossil fuels in some countries with high average sunnyChart 8: Cost of power generation (California)
hours (such as the Middle East). Solar power is price competitive with garp - =

. . o . . ) ange, by type {$ per megawatt hour)  Low SEIEET
fired plants in California during peak demand periods. US based First Sol g2, by type (3 per megs )

(Nasdag: FSLR)s looking to sign contracts with Californian utilities to sell ggfﬁ;ﬁ?ﬁ: .
power for US1@2 cents per kilowatt hour from 2014. The average retail |y i ;
price in California was US12.6 cents/kwWh in March 2011 solar _
Silicon
Manufacturing capacity set to explode crystal solar -
Specialist solar companies as well as global electronics firms are rushing | o l
build capacity. In March 2011 First Solar began construction of a US$300 Combined-
manufacturing facility in Vietnam. Sharp, Bosch, Samsung, Taiwa |cyelegas '

Semiconductor et al have all announced plans to increase manufacturin 50 100 150 200 250
capacity. The European Photovoltaic Association (IPEA) estimates productiuni
capacity will grow at a CAGR of20% to the end of 2014, across the PV cell
value chain. The EPIA estimates that production capacity will grow from
24GW in 2009 to 65GW in 2014.

Source: Financial Times (Solar Industry, Lazard, GT

Chart 7: EPIA forecast PV manufacturing capacity growth
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Source: European Photovoltaic Industry Association

That this growth is expected across the chain is important. Sourcing Chart 9: Top 15 Solar Manufacturers 2009
sufficient silicon of the appropriate grade has been a challenge in recent -~ First Solar (USA) 10%
years. Electronics market research firm iSuppli predicts that global others35%
polysilicon production capacity will rise to 571 thousand tonnes in 2015

Suntech Power
(China) 7%

from our estimated 2010 capacity of ~190 thousand torthes uapa:)hg&
. . . . . Q-Cells
For Solco: will help reach parity but potential dumping issue — (Germany ) 5%
All of this new production coming on line at a time when European subsidy (raiwan) 20— _ Baoding Yingli
schemes are winding down could result in oversupply for the next two Years.  suyo apan) 2% — (c"f"‘) "
This will help bring prices down further. However, the abundance of product . . 48 Solar:{China) 5%
(ie: threat of dumping) may lead to margin squeeze along the sales chain as Electric (China) 2% Kyocera (Japan) 4%
manufacturers seek to gain/retain market share. Canadian Solar (Canada) 3% Trina (China) 4%
Motech (Taiwan) 3% Sunpower (USA) 4%
YFirst Solar is a fully vertically integrated PV manufacturer and power distributor. It is the ]
62NIRQa tFNBS&G &2fF NI LRSESNI O2YLI ye o6& Yl NJ Gintech(Taiwan) 3% neoT
of Nasdaq 100. Source: REN21 Global Status Report 2010

Bop{d 9ySNHE LYyF2NNIGAZY ' RYAYAAGNI GAZ2YE &/ FEAF2NYAL ClLOG {KSSiGé¢ a
residential retail price of 14.76 cents/kWh.
%Analyst estimate based on Wacker Chemie AG market share and production
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App. B: Global need for and use of renewable energy

Intergovernmental Panel on Climate Change (IPCC)

¢tKS Lt/ / Qa HANT C 2 dzNI K laasSaaySyi NE LJ2 NI y 2
atmospheric concentration of carbon dioxide (®as increased 35% since

pre industrial times to 379ppm. This also exceeds the recorded natural range

over the past 650 thousand yeafsThe biggest contributors to this increase

are fossil fuel use and langse change. Fossil fuels account for 77% of

Australia electricity production capactfy Solar power (Photovoltaics below)

has substantially lower lifecycle greenhouse gas emissions than fossil fuel

sources.
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Chart 10: Lifecycle greenhouse gas emissions
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Source: Intergovernmental Panel on Climate Change

Australia already below global average RE use

Australia currently sources 7% of its electricity needs from renewable
sources’. The IPCC estimated that renewable energy accounted for 12.9%
of global energy consumption in 20870f that, solar accounts for a mere
0.1% of energy generation.

Chart 11: IPCC measure of global renewable energy use Chart 12: Germany accounts for almost half
of global solar power installed capacity

Source: Intergovernmental Panel on Climate Change

"Based on ice core sampling
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The IPCC Special Report on Renewable Energy Sources and Climate Change Mitigation
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