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" Inmy earller email, | should have included the attached rediine of the Term Sheet that we
distributed today.

Regards,
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VP - Business Development
SOLYNDRA, INC.
47700 Kato Road
Fromant, CA 94538

This e-mail and any accompanying attachments contain information that is
confidential to Solyndra, 1Inc.

The information is intended solely for the use of the individual to whom it
is addressed.

Any review, disclosure, copying, distribution, or use of this e-mail
communication by others is strictly prohibited.

If you are not the intended recipient, please notify us immediately by
returning this message to the sender and delete all copies.

Thank you for your cooperation.
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Solyndm, Ine.
Solyndra Fab 2 LLC
47700 Kato Road
Fremont, CA 94538

Re: Loan Guarantee Application of Solyndra, Inc. (the "Application"}
LGPO Loan Number: +043{ 3

Ladies and Gentlemen:

This term sheet (this "Term Sheet™) outlines the principal indicative terms and condifions for a
potential U.5. Department of Energy ("DOE") loan puarantee that relates to the Application of
Solyndra, Inc. (the "Applicant"”) pursuant to Title XVII of the Bnergy Policy Act of 2005, as
amended from time to tire ("Title XVII").

Capitalized terms used but not defined in this Term Sheet have the meanings given to such terms
in the fipal regulations located at 10 CFR Part 609 and any other applicable regutations from
time 10 time promuigated by DOE to implement Title XVII (the "Applicable Regulations™),

All provisions of this Term Sheet are subject to the following (the "Program Requirements"):
(i} the provisions of Title XVII and the Applicable Regulations, and (ii) all DOE or FFB legal
and fmancial requirements, policies, and procedures applicable to the Title XVII program from
time to time.

This Term Sheet is for discussion purposes only and does not contain any representation or

warranty of any kind on the part of DOE or any other party and does not constitute an offer or
commitment by DOE or any other party to extend financing to the Project.
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St forth below in Part A hereof are the detsiled terms and conditions under which DOE may
enter into a Term Sheet with the Applicant,

Set forth below in Part B hereof are provisions for aceeptance of this Term Sheet and certain
additional provisions relating to this Term Sheet.

[Part A Begins on Next Page]
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A, DETAILED TERMS AND CONDITIONS FOR LOAN GUARANTEE

The terms and conditions set forth herein are subject to change, amendment and revision. DOE
reserves the right to propose further terms and conditions as it deems necessary, in its sole
discretion, in the course of further due diligence and review by DOE and its counsel. This Term
Sheet does not include additional terms and conditions as may be required by the Jonders-to-the

Projest-ineluding-the-Federal Financing Bank,

The Transaction Documents will contain the terms and conditions set forth in this Term Sheet, in
addition to other standard provisions and such other terms and conditions as are agreed to
between the parties. However, DOE reserves the right to propose to expand or consolidate the
terms and conditions set forth in this Term Sheet as a condition to DOE's involvement in the
proposed financing.

Parties

1 Borrower

Solyndra Fab 2 LLC, a Delaware limited liability company (the "Borrower™) that is 7 special
purpose entity formed solely for the purpose of developing, constructing, financing, owning
operating and managing the RrejeetFab 2 Facility,

2, Sponsor. .
Solyndra, Inc, (the "Sponsor”), which owns 100% of the equity interests in the Borrower.

3. Eligible Lender

Federal Financing Bank ("FFB™), an instrumentality of the United States govemment created by
the Federa] Financing Bank Act of 1973 that is under the general supervision of the Secretary of
Treasury.

Project and Prbiect Costs
4. Fab2Fucility
The Fab 2 Facility (the *Fab 2 Facility"™) will be an approximately 420566 MW thin-film

emnifasisl-solar photovoltaic manufacturing facility located in Fremont, California, which is
expected to be constructed in two phases,

5 Phase I; Phase Il

Phase I of the Fab 2 Facility will consist of three production lines and is expected to have 2
capacity of approximately 246283 MW ("Phase I®)._Phase I js under construction with
financing from FFB. pursusnt to 4 loan guarantee from the DOE as set forth in a Common
Agreement dated as of September 2, 2009 (the “Phase 1 Commion Agreement”). among the

Borrower, the DOE as Credii Party and as Loan Servicer and 1.8, Bank National Association, s
Collateral Agent (the “Collateral Agent™ and the documenis specified in the Phase 1 Common
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Agreement (together with the Phase I Common Agge.cment, the “Phase [ DOE Credit Facility
Documents'™,

Phase 11 of the Fab 2 Facility is expected to consist of an additional three production lines and to

have a capacity of approx.xmately 210283 MW ("Phase I'Y-snd-deesuetconstinte-par-ofthe
Prejectl).

The loan guarantee contemplated under his Tctm Shcct re]atcs to Phnse i cnly and asso-c:ated
facllmes uscd in thl: opcmtlon of Phase I :

ﬂﬁeu#—sapa&ese—%sd—paﬁ—ﬁ&mgl However, the gartnes mgt to amcnd a.nd rtstate th
Phase [ Common Agresment and certain other DOE Credit Facilitv Documents to provide for the
financing of the Projsct and for the collateral associated with each of Phase 1 and Phase 11 to

secure the Guaranteed Qbligations with respect to Phase [ and Phase 11 on a pari passy basis.

6. Shared Facifities

The Borrower expects to share certain facilities necessary for the operstion of Phase I with
Phase I (the "Skared Facilities"). Accardingly, the Loan Guarantee Documents shall net
prohibiiconteraplate the sharing of such Shered Facilities as long as DOR is satisfied that such
sharing arangements (i) do not adversely affect DOE's first priority security interest in the
Collatersl, (ii) otherwise satisfy the terms and conditions of the Loan Guarantee Documents that
are intended to protect FFB's and DOE's respective interests in the Project, (i#i) does not interfere
with DOE's ability to complete the Project in case of deﬁmlt, and (w) are othcrw:se consistent
w:t.h the Progra.m chuzrcments In-6oRn & !

7. Project; Project Plans

The Borrower and the Sponsor will provide detailed project plans for the design, development,

! financing, construction, implementation, operation and management of Phase [T of the Fab 2
Fagility and the Shared Facilities (the "Project"), which will inchide the information described in
Section C of Attachment B-£A2 (Requirements for Part 1 Application GuidapseSubmission) to

the Insrections-for-Application-for Loan Guarantee Solicitation for Innovative Energy
Efficiency, Renewable Fnergy and Advanced Transmission and Distribution Technologies,
including without limitation the Engineering and Construction Plans, the Operating and

| Maintenance Plans, and the Mmgemen:-Prg;ect Plan described therein (collectively, the
"Project Plans").

8. Project Cosis

The Borrower and the Sponsor will provide detailed plans for financing all costs of the Project
that may be incurred from time to time ("Total Project Costs™).

The Botrower will apply Guaranteed Loan proceeds solely to pay those portions of Total Project

Costs that are eligible for funding as "Project Costs” as defined in the Applicable Regulations
("Eligible Profect Costs™),
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The Borrower and the Sponsor estimate as of the date of this Tesm Sheet that Total Project Costs
will be ap aggregate amount of $733684,0600,000 ("Base Project Costs™), consisting of:

() Bligible Project Costs in the aggregate amount of $733684,000,000 ("Eligible Base
Project Costs") (which for avoidance of doubt, includes approximately $6236,000,000 of
budgeted contingency funds), and

(ii) Ineligible Project Costs, currently estimated at zero ("Ineligible Base Project
Costs"}.

All Total Project Costs in excess of Base Project Costs are "Overrun Project Costs".

All Total Project Costs that are not Eligible Project Costs, including Ineligible Base Project
Costs and Overrun Project Costs, are "Ineligible Project Costs” that must be financed by the
Sponsor or from other sources other than the Guaranteed Loan.

g, Base Equity Commimrent

The Sponsor will comymit to provide equity 1o the Borrower ("Base Equity™}, on terms and
conditions satisfactory to DOE, in an amount (the "Base Equity Commitment™} equal to the
difference between (x) Base Project Costs, and (y) the Guaranteed Loan Amount,

The Sponsor will fimd the Base Equity Conuwnitment through a combination of one or more of
the following (x} the contribution of real property and other assets to the Borrower, in a0 amount
up to 10% of Eligible Base Project Costs, subject to DOE's review and valuation of such asgets,
(v} the contribution of cash as a common equity investment in the Borrower, and (z) the
contribution of cash from the proceeds of unsecured subordinated loans made to the Borrower on
subordination terms satisfactory to DOE in jts sole discretion on the following schedule:

(8) the Sponsor will fund a postion of the Base Equity Commitment in an amount to be
determined prior to the initial Disbursement of the Guaranteed Loan;

(v}  thereafler, Eligible Base Project Costs will be funded 100% with proceeds of the
Guaranteed Loan until aggregate Eligible Base Project Costs to date have been funded so
that at least 27% of such Eligible Base Project Costs are fanded with proceeds of the
Base Equity Commitment and the remainder with proceeds of the Guaranteed Loan; and

{c}  thereafter, Eligible Base Project Costs will be funded so that at least 27% of such Eligible
Base Project Costs are funded with proceeds of the Base Equity Commitment and the
remainder with procecds of the Guaranteed Loan; and

(d)  Incligible Base Project Costs will be funded 100% with proceeds of the Base Equity
Commitment,

The Sponsor will fund its required contributions of Base Equity monthly in advance such that the
proceeds of the Guaranteed Loan shall at no time exceed 73% of the Eligible Base Project Costs
incnrred prior to or concurrently with the disbursement of such proceeds.
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10.  QOverrun Eguiry Commitment

The Sponser will commit to firnd 100% of any Overrun Project Costs (the "Overrun Equity
Commitment”). Sponsor »iH-has apreed wndsr the Phase 1 DOR Credit Documents to find into
a reserve account $30,000,000 of the Phase Overrun Equity Commitment, in six (6) consecutive
monthly payments of $5,000,000 each, beginning in the 15th month after the Financial Closing
Date (as defined below)._Such funded amount would be made applicable to Overryn Project
Costs wnder Phass I1 as well as Phase . Upon Project Completion (as defined in Exhibit A}, any
remaining funded portion of the Overrun Equity Commitment will be released to the Sponsor.

Loan and DOE Guarantee

11 Guaranteed Loan

A loan from FFB (the "Guaranteed Loan") in the originai principal amount {the "Guaranteed
Loan Amount") of not more than 73% of Eligible Base Project Costs, up to a limit of the lesser
of (x) 80% of Eligible Base Project Costs, and (y) $535:000475.800,000.

12, DOE Guarantee

An unconditional guarantee by DOE (the "DOE Guarantee™) of 100% of the principal of and
interest on the Guaranteed Loan (the "Guaranteed Obligations”) in accordance with the
Program Requirements.

i3 Availability

Subject to the terms of the FFB Funding Agreements, disbursements of the Guaranteed Loan
(each a "Disbursement") may be requested from time to time during the period (the
"Guaranteed Loan Availability Period") from (x) the Financia] Closing Date (as hereinafter
defined), to (y) the date 32 months folowing the Financial Closing Date.

The proceeds of Disbursements will be used o pay Eligible Base Project Costs in accordance
with 2 construction budget to be submitted by the Borrower, as certified by the Independent
Engineer, a specified number of days prior to the applicable fiscal quarter (the "Perledic
Approved Budget”) and satisfaction of the other conditions precedent set forth in the Loan
Guarantee Documents. Subject to the terrns of the FFB Funding Agreements, FFB will make
Disingsements to or as directed by the Borrower to pay Eligible Base Project Costs then due and
payable, or reasonably expected to become due and payable within the next 30 days as
contemplated by the Periodic Approved Budget, as soon as commercially practicable, and in any
event within five business days following receipt of (i) a disbursement request fom the
Bormrower, in sufficient detail and including wire transfer instractions and copies of invoices, and
(ii} a disbursement approval notice from DOE.

14, Interest Rate

Subject to the terms of the FFB Funding Agreements, the interest rate on each Disbursement (the
"Interest Rate™) will be a rate per annum equal to the sum of (x) the single equivalent rate of the
Disbursement repayment strearn determined from Treasury's "Constant Maturity Treasury”
curve, taking into consideration the shortest maturity Treasury bill being currently auctioned, up
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throngh the Constant Treasury Mattzritynratc corresponding to the period from the date of such
Disbursement to the final maturity of the Guaranteed Loan, plas (¥} a spread to be calculated as
of the Disbursement date, to be determined in accardance with FFB policy gnidelines.

All overdue amounts on the Guaranteed Loan will accrue interest at a default rate of interest to
be determined, and be payable by the Borrower, in accordance with the F¥B Funding
Apgreements,

I5. Interest Payments

Interest will acerue from the first Disbursement and be due and payable in cash in arrears on
cach quarterly payment date thereafier as specified in the FFB Funding Agreements (a
"Quarterfy Payment Date”).

16.  Principal Amortizazion and Mamrity

The ontstanding principal amount of the Guaranteed Loan will be payable in equal quarterly
installments commencing on the first Quarterly Payment Date occurring not less than 32 months
following the Financial Closing Date (the -"First Principal Payment Date').

The final maturity of the Guaranteed Loan will be the seventh (7*) anniversary of the Financial
Cloging Date.

17. Prepayments of the Guaranteed Loan

(a)  ¥Voluntary Prepayments. Subject to ¢lause (c) below, borrowings under the Guaranteed
Loan may be prepaid in whole or in part at any time. ‘

(t)  Mandatory Prepayments. Subject to clause {c) below, the Borrower will make mandatory
prepayments of borrowings under the Guaranteed Loan with insurance proceeds or
condemnation proceeds in accardance with criteria and conditions to be contained in the Loan
Guarantee Documents.

()  All Prepayments, All prepayments of the Guaranteed Loan
(0] are subject to the terms of the FFB Funding Agreements; and

(i}  will be applied to remaining scheduled amortization payments as set forth in the
FFB Funding Agreements,

Asny Guaranteed Loan amounts prepaid may not be re-borrowed, and after any prepayment no
finther Disbwrsements shall be made.

18 DOE Fees

The Sponsor or the Borrower will pay the following fees to BOE (collectively, the "IMOE Fees")
in addition to any fees payable to FFB or any other party:

()  enaggrepate application fasfees of $50100,000, which DOE acknowledges that it
received in fell-enMay-15,2008the amount of $235,000 on September 11, 2009 and in the
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amount of $75.000 on November 16, 2009;

() afacility fee equal to the sum of (x) $3:625375,000, plus (v) one-balfthree-guarters of
one percent (0.867.5%) of the Guaranteed Loan Amount, 20% of which is due and payable on the
date that the Borrower and the Sponsor execute and deliver this Term Sheet, and 80% of which is
due and payable on the Finzncial Closing Date;

{c)  afeec for DOE's administrative expenses in servicing and monitoring the Project and the
Loan Guarantee Documents during the construction, startup, commissioning and operation of the
Project (the "Maintenance Fee™) in an amount equal to $25,000 per year over the scheduled
term of the Guarantesd Loan, which will be either (f) payable each year ini advance, commencing
upon the Financial Closing Date, in the amount specified in the Loan Guarantee Agreement, or
(i1} if provided for in the Loan Guarantee Documents, at the Borrower's option may be paid as a
one time fee on the Financial Closing Date in a lump sum amoumt equalto aggregate sum of such
annual fees specified in the Toan Guarantee Documents for the entire tetm of the loan guarantee,
discounted to net present value.

(d)  ifthe Project experiences technical, financial, legal or other events which require the
DOE to incur time or expenses (including third-party expenses) beyond standard monitoring of
the Loan Guarantee Documents, DOE shall be entitled to payment of a fee (a "Modification
Fee") reimbursing DOE in’ full for suchk amounts as DOE reasonably determines are its additional
internal administrative costs, any costs associated in reviewing whether such events would alter
the Credit Subsidy Cost (as defined below) as set forth in Section 19, and related fees and
expenses of its independent consultants and outside legal counsel, to the extent that such third
parties are not paid directly by the Borrower or the Sponsor.

19. Credit Subsidy Cost

The credit snbsidy cost for the DOE Guarantes is the "cost of a loan guarantee”, as set forth in
section 502(5)(C) of the Federal Credit Reform Act of 1990 (the "Credit Subsidy Cest”). The
final Credit Subsidy Cost amount will be determined by DOE in its sole discretion, subject
to review and approval by the Office of Management and Budget ("OMB") prior to the
Financial Closmg Dafe. )

DOE performs all accounting and other requirements related to any amendment, modification
or waiver grising out of FCRA, including but not limited to: (i) analvsis of the amendment.
modification or waiver to determine whether it increases the cosis of the Guaranteed Loan; and
(i) making a determination whether budget authority for any additional cost has been provided
in advance in an appropriations act. Jn connection with changes to the terms of the transaction
requested by the Borrower that constitute "modifications" as set forth in OMB Circular A-11, an
increase of the Credit Subsidy Cost may be required to be paid by the Borrower,

Except if explicitly authorized by an Act of Congress, neither the Sponsor nor the Borrower shall
use any funds obtained from the Federal Government, or from a loan or other instrament
guarantecd by the Federal Government, to pay for Credit Subsidy Cost, administrative fees, or
other fees charged by or paid to DOE pursuant to the Program Requirements,

Pursuant to Section 1705 of Title XVII ("Section 1705"), the Project may be eligible for funds
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made available under the American Recovery and Reinvestment Act of 2005, P.L. 111-5 (the

"Recovery Act™ to pay the Credit Subsidy Cost if the Project satisfies all of the rcqg:rcmcnts of
Section 1705 and this Term Sheet,

20.  Collgteral

The Borrower's obligations under the Guaranteed Loan and the DOE Guarantee will be secured
by a first-pricrity perfected security interest m the following (collectively, the "Collateral™):

| (a) "all equity interests in the Borrower and all subordinated debt, if any, payable by the
d 4
otrower,

(b) all real property interests of the Borrower, including without limitation the Fab 2 Facility
site and buildings, the Shared Facilities, all leaschold or ather property interests relating to
front-end or back-end facilities, and all related fixtures, easements, rights-of-way and
licenses;

(¢) all personal and other property of the Borrower, including without limitation:
6] all equipment comprising the Project, including all equipment located at the Fab 2
Facility or otherwise reasonably necessary for the continued operation of the Project and
production and sales and products from the Project;
(i} all inventory, including raw materizls, works-in-progress and finished goods;
(iii} all revenues, accounts receivable, equity contributions, commitments and bank
accounts ofor payable to the Borrower, including withour limitation the Project Accounts
and al! amonnts therein;
(iv) ali rights under the Intercompany Agreements and the other Project Documents,
including rights to own and control the Shared Facilities as requited pursuant to the
Program Requirements;
(v)  all intelectual property, Licenses, general intangibles and goodwill;
(vi) all governmental approvals and permits for the Project; and

(vii) the proceeds of all insurance policies related to the Project or maintained by the
Borrower;

(@)  any other assets and other collateral as required under the Program Requirements; and
{¢) _ all proceeds of the foregoing.

The security grants in the Collateral will be made under the Secu'ngg Ducnments in favor of
Collateral Agent for the benefit of the DOE-s as-oppHeable epanis-designated h
to-aet. The Guaranteed Loan will not be subordmate to any lcan or othcr debt obllgntlon and thc
DOE will be in a first lien position, subject only to customary permitted liens, on all assets of the
Project and all additional Collateral, including in connection with a sale of all or 2 portion of the
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Collateral in a foreclosure sale or a trensfer in liew of foreclosure._The Collateral and all
collateral under the First Priority DOE Credit Documents shall secure the Guaranteed
Ohligations referrad to in this Term Sheet and the Guaranteed Obligations under the Rirst
Priority DOE Credit Documents on & paré passy basis,

2]. Servicing Dities

Servicing duties with respect to the Guarant¢ed Loan will be performed in accordance with the
Loan Cuarantes Documents,

Transaction Documents

22.  Loan Guargnteg Daocuments

The agreements to be entered into with DOE and FFB in connection with the Guaranteed Loan
shall be subject to FFB's separate requirements and are expected to also include the following,
each of which must be satisfactory to DOR in form and substance (collectively, the "Loan
Guarantes Documents™):

{aj-aan Amended and Restated Common Ferms-Agreement among the Borrower, FFB and
DOE, setting forth certain provisions common to the Foan Guarantee Agreement and the

FFB Funding Agreements;
@»}fﬂ! the 2 " Bos D) stting-forth

i, including reimbursement obligations and other provisions pursuant to the
. Program Regquirements, including. those specified in Exhibit B:
foib) thethe Phase T DOE Guarantee, the execution of which shall be subject to
(x} provision of statutory authofity sufficient under FCRA and Title XVII;
(y) consultation with the Department of the Treasury as to the terms and conditions
thereof; and (z) receipt by DOE in an appropriations act of timely, unexpired and
sufficient authority;

£{o) all documents and agreements necessary or desirable in connection with the
making by FFB of the Guaranteed Loan (the "FFB Funding Agreements"), including
without limitation:

)] the Program Financing Agreement between the DOE and FFB;
(ii)  the Phase JI Note Purchase Agreement among the Borrower, DOE and FFB;

(iif) the promisserraetePhase IT Prg‘ missory Note evidencing the Guaranteed Loan
issued by the Borrower and payable to FFB; and

(iv)  any other agreements required in connection with the funding of the Guanlmteed
Loan by FFB;

845100 ::: :.:"'.".':. '. S5PAcTHE0 :1':"

(d)____sn-aquity-contribution-spreement Phase I Fauity Funding Apreement and
evidence that the Bese BEquity Commitment has been fully funded or itrevocably
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committed ay of the Financial Closing Date, in the form of letters of credit or other
mechanisms satisfactory to DOE in its sole discretion;

| e en-agreemsont-an Amended and Restated Sponsor Support Agreement between the
, Sponsor and DOE providing for (i) management and support cbligations for the

Borrower; {if) continuing ownership and control obligations of the Bomrowar's equity;
(iii) direct payment of all Third-Party Sales Agreement arounts to a Sponsor account
(the "Master Revenne Account”) subject to a first-priority security interest in favor of
the Borrower in that portion of the Master Revenue Account a5 is equal to the amount
due under the Project Sales Agreement (net of any payments due to the Sponsor under the
Project Documents) for the benefit of DOE and FFB; and (iv) assuring repayment to the

1 Borrower of amounts paid by the Borrower to Sponsor or any of its affiliates (the

“Solyndra AffiliereAffiliates”) in contravention of any term of the Loan Guasantes . Formatted: Font: Bold
Documents; ’

I thy{f)  the Security Documents (as defined below); and

Ha) such other documents and agreements as may be required under the Program
Requirements.

23. Security Documents

The Security Documents to be entered into in connection with the Guaranteed Loan are expected
to include the following, sach of which must be satisfactory to each of DOE in form and
substance and include detailed terms and conditions necessary and appropriate to protect the
interest of the United States in the case of default, including ensuring availability of all the
intellectual property rights, technical data including software, and physical assets necessary for
any person or entity, including DOE, to complete, operate, convey, and dispose of the defaulted
Project (collectively, the "Security Documents™):

| @) aswolpledge-apreemantAn Amended and Restnted Equity Pledee Apreement with
respect to the equity of the Borrower;

(b}  emerpgsgean Amended and Restated Construction snd Permanent Deed of Trust with
Assigmment of Rents and Fixture Filing, and an Amended and Restated Leasehold

Construction and Permanent Deed of Trust with Assignment of Rents and Fixture Filing,
on all real property of the Borrower and all real property reasonably necessary for the
operation of the Project, including without limitation the Shared Facilities;

| () agresmentsan Amended and Restated Collatern] Apency Aereement. among other things,
pledging the Project Accounts;

{d)___ egreementsan Amended and Restated Security Apreement, pledging: ‘

-

(i) ___ the Intercompany Agreements and the ofher Project Documents and any = <+ Formmtted

agreements evideucing rights in any Shared Facilities;

(i} ___all intellectual property rights of the Bomower, inchiding without limitation all
licenses, general intaneibles and goodwill;

(iif} _ all governmental approvals, licenses and permits for the Project; and

iV all insuranee policies maintained by the Borrgwer or related to the Project,
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| ¢e}——consents from counterpsrﬁ;es to specified Project Documents, inclnding the Sponsar, the

Operator, any provider of key inteliectual property, and any party to the Construction
Contract o any major subcontract thereof, each as designated by DOE s being material
to the success of the Project (togetber with the Borrower, parties to key Third-Party Sales
Agreements, and parties to key Third-Party Materials Supply Agreements, each as
designated by DOE, ﬂac "Major Project Participants")-snd-fom-enepplicable

, with respect to the collatera] assignment to
DOE and FFB (as apphcable) of any Pm}ect Documents:
Heenses and the transfer thereof following at event of defanilt;

 H3f)_all other agreements and instruments necessary to create a first-priority perfected security
interest under applicable law in the Collateral.

The Borrower will pay all costs in connection with the pledge, perfection and maintensnce of the
Collateral and the Security Documents, including without limitation, registration, notarization,

and filing fees and charges.
24, Project Documents

The Borrower will enter into all agreements necessary for the consummation of the Project (the
"Project Documents™), each of which must be in form and substance satisfactory to DOE,
including withotit limitation the following:

| @

®)

Sales Agreements. An agreementAmended and Restated Project Sales Aetecment,
between the Sponsor and the Borrower pursuant to which the Sponsor will purchase all

output of the Propct (thc "Project Sales Agraem ent—}—lt-l&&&#ﬂpﬁeé—&e%ﬂwpm»—pﬁ

Speas&ﬁe—aaeapt-eu@pmﬂ, havmg subsranml]g the same tcm as the c)ustmg
ggresment.

Materials Supply Agreements: An agreemestAmended and Restated Materlals Supply
Agreement between the Sponsor and the Borrower pursuant to which the Sponsor will
supply to the Borrower all raw materisls, commodities and other supplies required to
operate the Project to the Borrower (the "Project Materials Supply Agreement”) on
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ée%*#t—%hemuﬂdeﬁhavmg suhstanhallx the same terms as the cx:stmg; apresment.

(c) Operations and Maintenance Agreement. An sgreeseentAmended and Resmted
Operations and Maintenance Agreement. between the Bommower and i

formed-{the"Solyndra Operator®-that-ieo- LLC (the "Operator”} a wholly-owned = Formatted: Font: Not Bold

subsidiary of the Sponsor, pursuant to which the Operator will provide certain operation
and mamtenance semces to ﬂae PrOJact (the "O&M Agreemmti)—'ﬂhe—Q&M

igas and havm substantmll the same terms #s thc exsstm
ement with adjustments to ¢ to take into accousit the Project. The oblinati
of the Operator wnder the O&M Asreement will be guarantesd by the Sponsor under an

Amended and Restated Guarantee in favor of the Bomower.

(d)  Imtellectual Property Licepse. Alicense-FomAn Amended und Restoted Intellectual
Property License Acreement between the Sponsor teand the Borrower providing an
irrevocable, non-exclusive, fully paid-up license or sub-Heense allowing the Borrower to
utilize all intellectual property rights owned or licensed by the Sponsor as required to
construct, operate and use the Project (the "Project [P License Agreement™)—The

over-eahaving mbstantially the same ﬁerms and
m&mmmmwgm

{¢)  Eguipment Supply Apreement. An spreement-Amended and Restated Equipment Supply
Agreement between the Sponsor and the Borrower providing for the supply of the

production equipment for the Fab 2 Facility at an agreed fixed price for equipment
supplied by the Sponsor and at pass-fhrough pricing for eqmpment supphed by third
pames (the "ije.ct Equipment Supply Agreemen
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m&hﬁﬂéﬁm&") and having substantially the same terms ag the axisting
agreetnent with adjuséments te the pricing to take into account the addmonaf equipmest
for Project. [ diternative is g new Equipment Supply .

supply aereentent that functions on a go forward bam'.l

Engineering and Architectural Services Agreement. A confract for construction
engineering and architectural services between the Sponsor (which will be assigned to the

Borrower) and CH2M Hil], including subcontracts with Studios Architecture, Degenkolb
Engineers, Kicr Wright and any other subcontracts thereunder (the "Eugmeermg -and
Architectural Services Agreement™). The Engineering and Architectura] Services
Agreement will provide for customary milestones, deliverables, incentives and penaltles
and contain such other provisions as are deemed by DOE's independent engineering
advlso: (foe "Independent Engmeer") to be necessaxy or dcsnable for the Proy:ct 11-‘9

Construction Contract. A construction contract for the Phage It o: the Fab 2 Fac:hty
between she-Sponsor-(assigned-to-the-Borrower) and

te-be-Rudolph and Sletten, including any subcontract$ thereunder (the "Coastruction
Contract"). The Construction Contract will provide for customary milestones,
deliverables, incentives and penalties and contain such otber provisions as are deemed by
the Independent Engineer to be reasonably necessary for the Project.

thy Al agrecments with parties other than the Sponsor that are reasonably necessary for the

joint development of equipment used for the Project,

@a(1) _ Confirmation of existence of valid and binding non-disclosare and assignment of
invention agreements with all employees of the Borrower and the Sponsor.

{j}__Other Agreements as may be identified by DOE's further due diligence.

The Loan Guarantee Documents, the Secarity Documénts, and the Project Documents are
collectively referred to as the "Transaction Documents”.

Without kimiting any of the requirements set forth above and consistent with the existing Phase 1
agreements, each agreement between the Borrower and the Sponsor or any Solyndra Affiliates,
including without limitation the Project Sales Agreemert, the Project Materials Supply
Agreement, the O&M Agreement, the Project IP License Agreement, and the Project Equipment
Supply Agreement (the "Intercompany Agreements™), will ccntnm the following provisions:
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()  aterm no shorfer than twelve months after the term of the Guaranteed Loun;

(iiy payment terms no less ﬁﬁmblc to the Borrower than the epplicable Solyndra
Affiliate would extend to an unaffiliated third party;

(ii) provisions assuring that the Solyndra Affiliate will provide (or purchase) the
goods or services that are the subject of such Intercompany Agreement to the Borrower on & non-
discriminatory basis, subject te customary reconciliation and trae-up provisions;

(iv)  calenlation of pricing and aflocation of any reimbursable costs based on actual
third-party amounts without any administrative markuep or additional fees;

(v}  DOEright to receive notices of default and other material events and DOE cure
rights for Borrower breech;

(vi}  appropriate force majeure provisions protecting the Borrower;
(vit) limited termination rights in favor of the Solyndra Affiliate;

(viii) DOE step-in rights, consent rights and termination rights following the occurrence
of an event of default;

{viii) pass-through to the Borrower of warranties;
{ix} indemnification by the Solyndra Affiliate of the Borrower and DOE;
{x)  collateral assignment to DOE and DOE step-in rights;

(x)) provisions protecting the Borrower's interests in any inteflectnal property
necessary or desirable for the Project;

(xii) customary insurance naming the Borrower and DOE as loss payees or additional
insureds;

(xiil)- waiver of set-off; and

{xiv) such other provisions as DOE determines are reasonably necessary to protect the
Borrower's and DOE's interests, ’

25 Development Costs: Ng Development Fees

At least 60 days prior to the Financial Closing Date, the Borrower shall provide to DOE evidence
satisfactory to cach of them of the development costs for the Project (not including technology
development costs, general administrative and overhead costs or other Incligible Project Costs)
incurred to date and paid by the Borrower or the Sponsor in respect of which the Bomower seeks
credit as Base Equity. '

The Borrower shall not pay, and Eligible Project Costs shall not include, any commission or fae
to any Solyndra Affiliate (x} for furnishing guarantees, counter-guarantees or similar credit
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support for any obligations nndertaken in connection with the Project, or (y) with respect to or in
connection with the development, construction, financing or operation of the Project,

286. Subardination

All fees, dividends, debt service, and any other amounts payable by the Borrower to any
Solyndra Affiliate other than (i) scheduled payments under the O&M Agreement, (ii) payivents
in the ordinary course of business under the Project Materials Supply Agreement and the Project
Equipment Supply Agreement, and (ili) proceeds of Third-Party Sales Agreements received by
the Borrower on account of sales of equipment attributable to Solyndra or another Solyndra
Affiliate shail be subordinated upon the occurrence of an event of default to the payment of all
amounts due in respect of the Guaranteed Loan. All subordination arangements shall be in form
and substance satisfactory to DOE.

Any additiona} indebtedness incurred by the Borrower (to the extent permitted under the Loan
Guarantee Documents) will be subordinated to the full repayment of the Guaranteed Loan,
subject to customary exceptions.

Financial Cioslng,‘ Loan Disbursements and Conditions Pru:edeﬁt

27. Conditions Precedent 10 Fingncial Closing Date

The financial closing of the Guaranteed Loan is subject to closing conditions as are usual and
customary for financings of this type, as are required under the Program Requirements or as are
otherwise deemed appropriate by DOE for this transaction in particular, including without
limitation satisfaction as of the date of such financial closing (the "Financial Closing Date™) of
the following conditions precedent (with respect to such Financial Cloging Date, the "Tudtial
Condltions Precedent™), each of which must be to the satisfaction of DOE in its sole discretion:

(&)  Due Diligepce Review. DOE shall have completed its due diligence review of the
Project and all other matters related thereto, and the results thereof shall be satisfactory to
DOE, including that no material issues exist with respect to the Project under the laws of
the State of California or any subdivision or local jurisdiction thereof;

(t)  Qiganization of Project Parties, Delivery of organizational documents in form and
substance satisfactory to DOE for each of the Borrower, the Sponsor, the Operator and
other Major Project Participants as may be requested by DOE;

{¢)  Company Certificates Delivery of secretary’s certificates, resolutions and good standing
certificates in form and substance satisfactory to DOE;

(d)  Tspsaction Documents. Execution and delivery of all Transaction Documents, in form
and substance satisfactory to DOE, together with evidence that such Transaction
Documents contain (i) all terms and conditions DOE deems reasonable and necessary
to protect the interest ofthe United States and (i) are in full force and effect;

(¢)  Debt Repavment. Repayment of any existing indebtedness and other obligations of the
Borrower (other than the obligations under the Fhase 1 DOE Credit Documents) and
release of associated liens encumbering any Collateral (other than liens under the Phase 1
DOE Credit Documents), other than customary permitted liens;
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Security Interests. Evidence of perfection of all requisite security interests in the
Collateral;

Ease Equity. Satisfactory evidence that (i) the Borrower has received, or will have, the
amount of Base Equity required for the term on the Guaranteed Loan; and (if) that afl
Base Equity was, or will be, applied towards Eligible Base Project Costs;

Eegal Opinjons and Simflar Documents. Delivery of such legal opinions, reliance letters,
and similar documents as DOE may request;

Envirgnmenta) Review, Delivery of environmental site assessments and associated
reliance letters and satisfaction of any additional environmenta! requirements {inchuding
required mitigations) in accordance with DOE policy from time to time;

Permits. All environmental, regulatory and other permits and approvals then required for
the Project shall be in place and not subject to waiting periods or appeal;

Real Estate. Acquisition of all real estate rights (including easements) then required for
the Project and delivery of related ALTA surveys, tithe insurance policies, purchase
apreements and related documents;

Financial Statements. Delivery of any financial statements and compliance certificates
then required to be delivered, not Iater than Hfeen{15)an apreed to humber of business
days prior to the Financial Closing Date;

Project Plans. Delivery of updated Project Plans, certified by the Independent Engineer
as being satisfactory;

Earthquake Risk Report. Delivery of an earthquake risk report for the areas on which the
Fab 2 Facility and any other Project facilities will be built, prepared by an independent
geologist satisfactory to DOE;

Base Case Projections. Delivery of base ease projections with respect to the Borrower,
including =11 assumption vsed therein, demonstrating required minimum coverags ratios,
certified by the Independent Engineer as being satisfactory;

Dewelopment Costs Audit. Receipt of all information with respect to development costs
previously incurred and credited to Base Equity and specifying tha portion of sach
development costs that constitute Eligible Bese Project Costs, all certified as being
satisfactory in a development costs audit prepared by the Independent Engineer;

Constrection Budpet. Delivery of a construction budget and schedule, certified by the
Independent Engineer as being satisfactory;

Notice to Procesd. Delivery of evidence that the Bomrower has issued (or is issning
concurrently on the Financial Closing Date) a notice to commence construction under the
Construction Contract;

Independent Engineer's Report Delivery of a report and associated closing certificate
from the Independent Engineer with respect to all engineering and construction aspects of
the Project and the Shared Facilities, including an analysis of the roles and capabilities of
all Major Project Participants;
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Insummnce. Receipt of satisfactory evidence, including without mitation a report and
associated closing certificate from the Borrower's insurance advisor that the Borrower has
obtained the Required Insurance (s defined below),;

Market Studies. Delivery of a report from the Berrower's marketing advisors and, if
applicable, DOE's marketing advisors, including (i) a forecast of the U.S. and global
markets for photovoltaic panels for the period 20892010 to 2016, taking into account the
effect of low-cost energy altematives, (if) an analysis of the market for any product to be
produced by the Project and relevant economics justifying such analysis, and (iii) an
analysis of the effects on sales and gross margins of any reduction or elimination of tax
and other economic incentives currently available for the products of the Project;

Credit Rating. Delivery of & credit rating from a nationally recognized rating agency
dated no earlier than 30 days prior to the Financial Closing Date reflecting the revised
Term Sheet as if the Project does not have a Federal guarantee;

Inteliectia] Property. Evidence that the Borrower and the Sponsor have all intellectual
property rights necessary for the Project;

Supply Agreements. Evidence of sufficient availability and reascnable pricing of
consumables and materials supply to the Project, including the existence of multiple
ahernative suppliers;

Exchange Risk. Evidence that the Sponsor has a commercially reasonable strategy with
respeet to foreign exchange risk under the Third-Party Sales Agreements;

Availability of Funds. Evidence that the Guaranteed Loan Amount, when combined
with other funds committed to the Project, including the Overrun Equity
Commitment and other contingency funds, will be available and sufficient to carry out

. the Project;

Possession of Collateral, Delivery of an updated listing and description of assets
associated, or to be associated, with the Project and any other asset that will serve as
Collateral, including appropriate data as to the value of the assets and the useful life of
any physical assets, meinding with respect to real property assets listed, delivery of an
appraisal that is consistent with the *Uniform Standards of Professional Appraisal
Practice," promulgated by the Appraisal Standards Board of the Appraisal Foundation,
and performed by licensed or certified appraisers;

Review of Credit Subsidy. OMB review and approval of DOE's calculation of the Credit
Subsidy Cost of the DOE Guarantee as of the Financial Closing Date;

Payment of Credit Subsidy: Payment in full of the Credit Subsidy Cost in accordance
with the Program Reguirements;

Payment of DOE Fees. Payment of all DOE Fees due as of the Financial Closing Date;
and

Financial Information. No less than 30 days prior to the Financial Closing Date, the
Borrower shall provide updated project financing information if the ferms and
conditions of the financing arrangements changed between the date of execution of the
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Term Sheet and the Financial Closing Date, and the perties-herstoTransaction Docaments
shall emend-this-Fems-Sheeibe appropristely modifisd fo reflect the revised terms and

conditions in the-such event 2

Con;:iftign: Precedent 10 Lach Periodic Approved Budget

The approval of each Periodic Approved Budget, is subject to the satisfaction of the following
conditions precedent as are usual and customary for financings of this type or as are otherwise
deemed appropriate by DOE for this transaction in particuler, including without limitation of the
following conditions precedent (the "Periodic Conditions Precedent™), each of which must be
to the satisfaction of DOE in its sole discretion:

@

’

®

(©

@

©
®

@

®
)

)

Representations and Warranties, All representations and warranties shall be true.and
correct and no defauit or event of default shell have occirred and be continuing;

No Material Adverse Change. No event shall have occurred or could reasonably be
expected to occur with respect to the Project or any Major Project Participant that could
reasonably be expected to have a material adverse effect on the Project;

Performance Metrics. Satisfactory evidsnee, including without limitation confirmation
by the Independent Engineer, that the Sponsor bas achieved and maintained specified
efficiency, yield levels, and other performance metrics for the existing thin-film
emnpifeiatsolar photovoltaic manufacturing facility referred to as "Fab 1%

Disbursement Proceeds. Evidence that the proceeds of al Disbursements to be made
with respect to such Periodic Approved Budget will be needed for Eligible Project Costs
that have been or will be incurred, together with a description in sufficient detail of such:
Eligible Project Costs, as certified by the Independent Engincer;

Construction Progress, A construction progress report detailing achievement of specified
construction milestones, as certified by the Independent Engineer;

Cost Overruns: Funds Available to Complete the Project. A certification by the
Independent Engineer that the funds available to the Borrower are sufficiznt to pay all

remaining Totzl Project Costs, inchiding without limitation identified Overrun Project
Costs;

No Litigation. No legal or arbitral proceedings are pending or threatened against any
Major Project Participant that could reasonably be expected to bave a material adverse
effect on the Project;

No Change in Law. No change in law has occurred that could reasonably be expected to
have a material adverse cffect on the Project;

Lien Waivers. Demonstration that (i) any unpaid balances or unsettled claims with
contractors or suppliers, if any, have been adequately paid and that thase being contested
or negotiated in good faith are provisioned to the reasonable satisfaction of DOE, and
(ii) all mechanics liens or other lieng of such contractors or suppliers have been released
to the reasonable satisfaction of DOE;

Certificates. Receipt of all necessary certifications and delivery of officer's certificates
and other customary certificates;
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Legal Opinions. Delivery of such legal opinions, reliance letters, and similar documents
as DOE may request;

DOE Fees. Payment of ali DOE Fees and other fees and expenses payable to DOE, its
counsel, and its advisors that are then due in connection with the Project;

Governmental Requirements. Satisfaction of (1) all requirements and approvals pursuant
to the Program Requirements, and (ii) 2l other statutory, regulatory, or other
governmenta! requirements of general applicability to Title XV applicants;

Governmental Approvals, Copics of 2]l material governmental approvals, parmits or
conscnts not previously delivered required for construction or operation of the Project
and such other governmental approvals, permits or consents as DOE may reasonably
request or as may be required under the Transaction Documents;

Prior Disbursements. Evidence that the proceeds of all Disbursements made with respect
to the immediately preceding Periodic Approved Budget have been applied as set forth in
such Periodic Approved Budget or as otherwise approved by DOE; and

Additiopa) Docoments. Such other docursents, certifications or consents relating to the
Project or the matters contemplated by the Transaction Documents as DOE may
reasonably request.

Conditions Precedent fo Each Disbursement Date

Each Disbursement of a Guaranteed Loan, including the initia] Disbursement, is subject to the
satisfaction as of the date of such Disbursement (the "Disbursement Date") of the following
conditions precedent, which must be to the satisfaction of DOE in its.sole discretion:

@

®
(©

@

Disborsement Request and Jnvoices. Receipt of a disbursement request from the

Bomower, in sufficient detail and including wire transfer instructions and copics of
invoices, topether with Borrower certification as to the satisfaction of conditions

‘precedent;

Periodic Conditions Precedent. The Periodic Conditions Precedent shall have been
satisfied and shall remain satisfied as of the Disbursement Date;

DOE Fecs. Payment of all DOE Fees and otber fees and expenses payable to DOE, its
counsel, and its advisors that are due as of such Disbursement Date in connection with
the Project; and

Base Equity, Immediately following such Disbursement Date, the aggregate amount of

. Base Equity shall equal or exceed 27% of the proceeds of the tota] Eligible Base Project

Costs previonsly funded or to be funded with the cumrent Disbursement,

Project Acconnts

30.

Proiect Accounts in Geneval

The Borower will establish and maintein such bank accounts as required by DOE for the
manggement of Project-related funds and security (collectively, the "Project Accounts™)._The

Project Accounts are expected to be the same Project Accounts established under the Phase I
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DOE Credit Documents with any appropriate modificatians and subsccounts to take into acconnt
Phase ! and Phase I,

All Project Accounts will be established with, and subject to the control of DOE or agents
designated by them to act. )

The Borrower will pay all related fees associated with the establishment and maintenance of the
Project Accounts, inciuding those related to the compensation of any accoint management
agents as may be required by DOE i its sole discretion,

3 Construction Account

Subject to the requirements of the FFB Funding Agreements, the proceeds of borrowings under
the Guaranteed Loan, the cash proceeds of the Base Equity Commitment and the Overrun Equity
Commitment will be deposited into a copstruction account {the "Construction Account™),
Funds on deposit in the Construction Accouat and the proceeds of borrowings under the
Guaranteed Loan will be used to pay Eligible Projett Costs in accordance with the approved
construction budget and the Periodic Approved Buidget.

32, Project Revenue Account

The Borrower will establish a revenue account (the "Project Revenue Account™). All amounts
payable under the Project Sales Agreement or any other revenues and other amounts received by
the Borrower {other than Mandatory Prepayments as described above and amounts permitted to
be deposited in the General Account) will be deposited in the Project Revenue Account,_The
Borrower will also establish a deposit account (the “General Acconnt”) into which
miscellaneous amounts received by the Borrgwer may be deposited with the written agreement

of the DOE and used for purposes agreed to in writing with the DOE.

33, Debt Service Reserve Account .

The Borrower will establish for the Gnaranteed Loan and DOE Guarantee a debt service reserve
account (the "Debt Service Reserve Account™) and fund such Debt Service Reserve Account
from the Construction Account in an amount (the "Debt Service Reserve Reguirement™) equal
to the secceeding six months of scheduled principal, interest and fees under all indebtedness and
sitnilar obligations of the Borrower, including principal, interest and fees scheduled to be due
with respect to the Guaranteed Loan and otherwise due to DOE or FFB ("Debt Service™,

The Borrowet may substitute a lstter of credit or other alternative form of security in form and
substance satisfactory to DOE 1o replace the Debt Service Reserve Account,

Funds in the Debt Service Reserve Aceount will be used to pay Debt Service if funds are not
awailable in the Project Revenue Account to make such payments.

34. Cash Flow Watertall

Amounts in the Project Revenue Account will be applied as follows (the "Cash Flow
Waterfall"): :
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(1)  First, once each month an amount sufficient to pay budgeted operations and maintenance
costs due or reasonably expected to become due within the next month, including withont
limitation all applicable taxes, payments under the O&M Agreement, the Project
Equipment Supply Agreement and the Project Materials Supply Agreement;

(2)  Becond, as required under the Loar Guarantee Documents, amonnts sufficient to pay all
amounts payable to FFB and DOE under the Loan Guarantee Documents, will be
| transferred to a debt service payment account established-(the "Debt Service Payment
Acconnt”) established for payment of all accrued interest and principal of borrowing on
the Guaranteed Loan, and all other costs, fees and expenses arising under the Loan
Guarantee Documents, when due and payable;

(3}  Third, once each quarter an amount sufficient to replenish the Debt Service Reserve
Account up to the Debt Service Reserve Requirement will be transferred to the Debt
Service Reserve Account; and

(4)  Fourth, once each month, into 3 warranty reserve uceount (the “Warranty Reserve

Account’), an amount sufficient 1o replenish the Warranty Reserve Account up to
$10.000.000; and

{8)___Fifth, once each guarter commencing on the date set forth in the Loan Guarantes
Documents, any remaining amounts in the Project Revenue Account will be transferred to
a distribution suspense sccount (the "Distribution Suspense Account") and available for
distribution to or as directed by the Borrower subject to the conditions described below
with respect to Restricted Payments.

35, Resiricted Pavments

The Borrower will not be permitted to pay eny dividends, management or any other fee, interest
* on subordinated debt, or any other payment or disaibution to its equny holders or other similar

payments ("Restricted Payments") other than from funds on deposit in the Distribution

Suspense Account on tea-{18)-business-days-prior written notice to DOE as specified in the

Collateral Agency Agreement, but not more often than oncée each fiscal quarter, and then only if

the following conditions are satisfied:

(1)  both Physical Completion and Operatiopal Completion (as defined in Exhibit A) have
ocewred;

(2) no default or event of detault under the Loan Guarantee Documents exists or would exist
after giving effect to any such Restricted Payment; and

(3)  the Debt Service Reserve Aceount is funded to an amount not less than the Debt Service
Reserwe Requirement, and either /Discuss any adiustiments]

,,—---1 Formatied: Foat: Italic

(A)  Eachofthe following conditions is satisfied ("Qption A"):

(1 the Borrower has made.at least one scheduled principal payment of the
Guaranteed Loan; and

(i) the historical 12-month Debt Service Coverdge Ratio (as defined below) is
atleast 1.50 to I and the projected 12-month Debt Service Coverage Ratio
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is at least 1.50to 1; or

(B)  Each of the following conditions is satisfied ("Option B™):

G} The Bormrower has accumulated an amount in excess of, and immediately
after payment of such Restricted Payment will retain an amount not less
than, an amount equal to the succeeding nine (%) months of Debt Service
in (x) the Debt Service Reserve Account, and (y) the Distribution
Suspense Account; and

(i} (i) The Borrower at the same time applies an amount (the "Prepayment
Armount"} equal to the amount of such Restricted Payment to the
voluntary prepayment of the Guaranteed Loan, with such Prepayment
Amount allocated to the prepayment of prineipa) in the maximum possible
amount when taken together with any associated make-whole premiums or
discounts (it being understood that {x) if there is an associated preminm,
the principal amount prepaid would be less than the Prepayment Amount,
and (v} if there is an associated discount, the prineipal amount prepaid
would be greater than the Prepayment Amourt).

Representationg, Covenants and Defauits

36.

Representations and Warranties

The Loan Guarantee Documents will contain such customary and appropriate representations
and warranties regarding the Borrower and the Sponsor (fo the extent applicable) as are
usualsubstantially consistent with the representations and eustemary-forfinancings-of this
lesdwarranties in the Phase | Common Agreement or are otherwise deemed appropriate by DOE
for this transaction in particular (with customary qualifications and excaptions), including

without limitation:

(a)  duc organization and valid existence;

(h)  good standing;

(¢)  power and authority;

(d)  single-purpose nature of the Bormower; no prior business activity other than related to the
Project;

{e)  no subsidiarics of the Borrower;

(4] capitalization, ownership and organization;

()  solvency;

(h)  enforceability of Transaction Documents;

£} no conflicts;

() material agreements;

()  no litigation;

@ debt;
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no jedgments or orders;

no force majenre;

no defauhs;

compliance with law and Program Requirements;
regulatory matters; .

no corrupt or prohibited practices;

disclosure and projections, Project Plans;

title to properties;

no liens;

operation of business;

Borrower ownership and sufficiency of Project assets and Shared Facility assets and
necessary assignments;

existing agreements;

availability and adequacy of utility and technology rights and other services;
rights to intellectual propetty;

perfection and priority of security interests;

taxes;

creditor consents and povernment penmts and approvels;

financial statements;

environmental and safety matters,;

Iabor matters and employment agreements;

ERISA matters;

accuracy of representations and warranties in other Project Documents;
Project contracts;

no event having a material adverse effect; and

full disclosure.

Financial Coyvenanis, Defaults and other Agreements

The Loan Guarantee Documents will contain provisions regarding compliance at all times after
the occurrence of the Project Completion Date with the following financial tests, as calculated
from the Borrower's or Sponsor's, as applicable, sudited annual or unandited quarterly financial
statements:

®

a covenznt that the ratio of the Borrower's Cash Flow Available for Debt Service to Debt
Service ("Debt Service Coverage Ratio"), must be not less than 1.20 to 1, it being
agreed that as used herein "Cash Flow Available for Debt Service” means, for any
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period, net income plus depreciztion and amortization plus/minns changes in working
capital plus interest and fees paid, minug capital expenditores;

an agreement that

(@)  the following events constitute "DSRR Increase Triggers”: (X) prior to the
occurrence of the Project Completion Datg, the ratio of Sponsor indebtedaess to
Sponsor tangible net worth is greater than 0.50 to 1, or (¥) sfter the occurrence of
Project Completion, Sponsor tangible net worth is less than $175,000,000;

(b)  ifatany time a DSRR Increase Trigger is determined to have occurred, then

()  the Debt Service Reserve Requirement increases as of the date of such
determination to an amount equal to the succeeding nine (9) months of
Debt Service, and

()  any DSRA Deficiency will be funded (A) by transfer immediately upon
the date of such determination to the Debt Service Reserve Account from
the Distribution Suspense Account of all amounts therein, up to the
amount of such DSRA Deficiency, and (B) by deposit within 30 days afler
the date of such determination into the Debt Service Reserve Account of
additions] arounts necessaty to fund any remaining DSRA Deficiency;

it being agreed that as nsed herein, "IJSRA Deficiency™ means (x) prior to the
date an which the Debt Service Reserve Account is first required to be fully
funded vp to the amount of the Debt Service Reserve Requirement, zero, and

(v) thereafler, the excess of the then-applicable Debt Service Reserve
Requirement over the amount then funded in Debt Service Reserve Account; and

{c)  the Debt Service Reserve Requirement shall remain at such increased level until
the date thereafter on which a DSRR Increase Trigger has not occurred for
four (4) consecutive Quarterly Payment Dates, whereupon the Debt Service
Reserve Requirement decreases to an amount equal to the succeeding six (6)
months of Debt Service;

it being agreed that for purposes of this Section 37(if), (x) Sponser indebtedness inchndes
actual debt for borrowed money, capita] leases and other indebtedness, and contingent
obligations for any of the foregoing, but excludes obligations of the Sponsor with respect
to this Project, and (y) Sponsor tangible net worth includes amounts classified as either
commnon equity or preferred equity of the Sponser; and

a default that if any event shall have oceurred or can be reasonably expected to ocour
with respect to the Sponsor that could reasonably be expected to have a material adverse
effect on the ability of the Sponsar to perform its obligations undsr any Transaction
Document te which it is party, subject to appropriate cure periods.
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Affirmarive Covenenns

In additjon to the other covenants dcscnbcd hemm, the Loan Gnarantee Documents will contain
such affirmative covenants as are nsual-and pein 3

consistent with the affirmative covenants in the Phase 1 Common Agcc €Nt or as are otherwise
deemned appropriate by DOE for this transaction in particular (with customary qualifications and
exceptions) from the Borrower and, as indicated below by the designation "(both)"” and as
otherwise appropriate, the Sponsor, including withowut limitation regarding:
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use of proceeds;
conduct of the Project substantially in accordance with the Project Plans;

mazintenance of corporate existence s.nd separateness of the Borrower, the Sponsor and
the Operator; (both) :

construction, operation and maintenance of the Project;
maintenance of security interests; (both)

performance of Transaction Documents to which it is party and material agreements to
which each is party; (both)

provision of financial statements and financial reporting and cnstomary compliance
certificates; (both)

provision of a description of any materia] changes to any existing, and copies of any new,
materia]l Third-Party Sales Agreement or Third-Party Materials Supply Agreement;
(both)

provision of construetion budgets and construction progress reposts;

provision of periodic operating tudgets and reports;

provision of default notices and other material events and information;

maintenance of and compliance with permits, licenses, approvals and consents in
connection with the Project; (both)

compliance with laws and Program Requirements in connection with the Project; (both)

environmental and safety matters, including without limitation with respect to
compliance with the Nationa] Environmental Policy Act of 1963 (NEPA);

maintenance of Required Insurance &nd application of proc;eds thereof; (both)
payment of taxes, fees, eic.; (both)

maintenarce of adequate accounting, management information and cost control systems;
(both)
maintenance of independent auditors acceptable to DOE; (both)

maintenance of books and records and inspection thereof, inchuding such records as are
necessary to facilitate an effective and accurate audit and performance evaluation of
the Project as required by the Program Requirements; (both)

maintenance of properties and title thereto;
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maintenance of intellectual property; (both)
maintenance of Project Accounts;
compliance with debarment regulations; (both)

provision to DOE and its representatives and advisors of access to the project site and
ancillary facilities at all reasonable times jn order to monitor the performance of the
Project; (both)

disclosure and management of construction cost overruns;
change orders;
further assurances (both); and

2 Sponsor covenant to cause the Borrgwer to perform ifs obligations (without implication
that this covenant creates any guarantee or direct obligation of the Sponsor for such
Borrower obligations).

Negative Covenants

In addition to the other covenants descnbed herem, the Loan Gua.tantee Ducumenus will contain

such neganve covenants as are s

ndsubstantially

consistent with the yegative covenants in the Pha §e I Common Ag;ecmen or as are otherwise
- deemed appropriate by DOE for this transaction in particular (with customary qualifications and

¢xceptions), from the Borrower including without limitation regarding;

{a)
{b)
)
(d)
©
D
®
)
6]
)]
k)
U]

(m)

(n)

10 material change to the Project or engaging in other lines of business;
no incurrence of additional debt or guarantees; ‘

no granting of additional liens;

10 dividends and other restricted payments;

no acquisitions and dispositions of assets or capital expenditures;
no merger, consolidation, or similar action;

ne lease transactions;

no investments;

no formation of subsidiaries;

no changes to charter or organization documents;

no issuance of equity;

no changes to capital'structure (including the issuance of any options, warrants, or other
rights with respect thereto);

no termination, amendment of waiver any provision of apy Project Documents to which it
is party; (both)

no entering into transactions with affiliates, other than pursuant te Transaction
Documents on 2n arm's length basis;
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(0}  no entering into new matert] agreements;
(r)  nohedging transactions, other than as specifically permitted or required;

(@  no material modifications of the Project Plans or budget without the prior written consent
of the DOE in consuitation with the Independent Engineer;

()  no hazardous materials;
(s) no changes in fiscal year,

41, Events of Default

The Loan Guarantee Documents will include such events of default as are usualand-customary
for-financingssubstantiaily consistent with the Events of Sis-lindDefult in the Phase T Common
Agreement or as are otherwise deemed appropriate by DOE for this transaction in particular
(with customary materiality qualifications, exceptions and grace periods), inctuding without
limitation: : g

(a)  failure to make payments when due;

(b)  defsult under any other indebtedness of the Borrower (other than the Guarantesd Loan);
(c)  breach of representations and warranties under any Loan (Guarantee Documents;

(d)  breach of covenants under any Loan Guarantes Documents;

(e) failure to fund when required or other default with respeet to the Base Equity
Commitment or the Overrun Equity Commitment;

{3) failure of the Project to achieve Physical Completion (as described on Exhibit A) by the
First Principal Payment Date;

(g}  breach or termination of any Project Document, inchiding without limitation the Project
IP License Agreement;

(b}  loss or impairment of government permits or approvals by any Major Project Participant
that coufd reasonably be expected to bave 2 material adverse effect on the Project;

) bankruptcy, insolvency and dissolution of (x) the Borrower, the Sponsor or the Operator,
or (y) to the extent it could reasonably be expected to have 2 material adverse effect on
the Project, any other Major Project Participant;

()  judgments against a.ny' Major Project Participant that could reasonably be expected to
have a material adverse effect on the Project;

(k)  certain ERISA events;

(I}  -occurrence of specified force majeure events and continuation thereof for 189 days;
(m)  impaitment of security interests in Collateral;

(n)  inwlidity or unenforceability of Transaction Documents;

(¢)  material suspension of construction or operations or abandonment of the Project;
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(p)  physical destruction of any of the Project facilities that could reasonably be expected to
have a materisl adverse effect on the Project and that has not been repaired with the
proceeds of insurance within a specified number of days;

(@  acceleration under any other indebtedness of the Sponsor in excess of a specified
threshold; .

()  breach by the Sponsor of any material obligatioh under a Third-Party Sales Agreement or
Third-Party Materials Supply Agresment to the extent such breach could reasonably be
expected to have a material adverse effect on the Project;

(s) failure to maintain financial ratios (as specified above);

G fajlure of the Sponsor to own and control 100% of the equity interests in the Borrower;
and

{u)  Without the prior written consent of DOE, a Change of Control of the, Sponsor oceurs, it
being agreed that a5 used herein, "Change of Control” means (x) prior to a Sponsar IPO,
a change such that the Sponsor stockholder group on the Financial Closing Date fails to
own in excess of 50% of the ontstanding voting stock of the Sporser, and {y) after 2
Sponsox IPO, a change such that any person or group, other thar pre-IPQ stockholders,
acquires in excess of 50% of the voting stock of the Sponsor.

41, Remedies

Upon the occurrence of an event of default, the Loan Guarsntee Documents will include wsval
and-eustomary remediss as arc substantially consistent with the remedies in the Phase [ Common
Agresment as well as such additjonal subrogation or other rights as may be required under the
Program Requirements to allow DOE to complete, maintain, operate, lease or otheswise dispose
of the Project or any Collateral or otherwise protect the interests of the United States or the
public intarest. : .

Additional Provisions of Loan Guarantee Documents

42. * Required fnsurance

The Borrower will maintain or cause to be maintained in full force and effect at all times the
following insurance (the "Required Insurance®) with finarcially sound insurers and reinsurers
as is customarily required by lenders to project financings, as approved by DOE:

(1] appropriate coverage of all properties and business required for the Project, including the
Shared Facilities, agninst loss ar damage;

(ify appropriate liability coverage;

(ii)  appropriate delayed start-up and business interruption coverages, to the exfent available
on commercially reasonable terras; and

{iv)  appropriate reinsurance of the foregoing,

Exch such policy (other than liability policies) will name DOE as loss payee to the extent of the
aggregate amounts outstanding of the Guaranteed Loan, Each mswrance policy will provide for

dc-551284



-30-

30 days' written notice to DOE prior to termination or expiration of any coverage and such other
endorsements as DOE may reasonably require.

43. Governing Law and Jurisdiction

The choics of law provision in the Financing Documents and any other Transaction Dosument to
which DOE is a party (other than (j) documents to which FFR js a party, as to which the

governing law shall be in the form reguired by FFB, and (ii} the Secwrity Doguments, as to which
the governing law shall be the appropriate Jocal jaw), shall be as follows:

This Term Sheet shail be evvermned and construed and interpreted in accordance with, the
Federal law of the Uhited States of America. To the extent that Federal Inw does not specify the

appropriate rule of decision for a particular matter at issue, i is the intention and agreement of
the parties hereto that the law of the State of New York (without remard to any choige of law

provision that would require the spplication of the laws of another jurisdiction) shall be adonted
as the governing Federal nule of decision,

[Part B Begins on Next Page}
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B. PROCEDURE FOR ACCEPTANCE OF TERM SHEET AND ADDITIONAL
: PROVISIONS - ‘

1 Expiration of Term Sheet

This Term Sheet and the terms offered herein will expize on the date 30 days after the date of this
Term Sheet, unless the Contracting Officer agrees in writing to extend the expiration date.
Such extension may be subject, at DOE's sole discretion, to modification of the terms hereof,

2. Aceeptunce of Term Sheet and Payment

Please express your agreement with the terms and copditions contained in this Term Sheet no
later than the expiration date set forth above by signing this Term Sheet in the signature block
below 2nd returning to DOE an executed counterpart of this Term Sheet,

Payment to DOE of the portion of the Facility Fee in the amount of $866.508 L 20%
of which i due asd-payable-on the date that the Borrower and the Sponsor execute and deliver
this Term Sheet, and the remaining smount (adjusted, if applicable, by the fina] logn amonnt)
which is due gnd payable on the Financial Closing Date. The Fagility Fee should be paid by wire

transfer as follows:

U.S. Treasury Department ) .
ABA No, 0218-3000-4 TREASNYC/CTR/BNF=D8380001
OBI=LGPO Loan No. 1013 - Facility Fee

3. Condirlonal Commitment

When this Term Sheet has been executed and delivered by all partics it will constitute a
conditional commitment in accordance with §609.8(b) of the Applicable Regulations.

4 Indemniry

The Borower and the Sponsor, jointly and severally, shall indemnify and hold barmless the
United States, including DOE end FFB, and their respective designees, agents, and contractors,
and all of their respective directors, officers and empioyees (each, an "Indemnified Person™) in
connection with any losses, claims, damages, liabilities or other expenses to which such
Indemnified Person may become subject arising out of of relating to (i) this Term Sheet, the
provision of the financing and DOE Guarantee contemplated hereby or the use or intended use of
the proceeds thereof, or (i) any claim at any time with respect to the Sponsor or any of its
directars, officers and employees and agents with respect to misappropriation of trads secrets,
infringement of intellectual property rights, or any other business activities of the Sponsor;
provided, however, that such indemnity shall not apply to the extent the loss, claim, damage,
liability or other expense results from the gross negligence or willfil misconduct of the
Indemnified Person. This indemnity obligation shall survive the execution of the Loan
Guarantee Documents and the expiration or other termination of the Guaranteed Loan,

3. Independent Consultants and Quiside Legal Counsel
The Borrower and the Sponsor each reaffirm that

de-551284



-32.

) They ere responsible for paying the fees and expenses of DOE's independent consultants
and cutside legal counse} in connection with the Project under all circumstances, without
recourse to DOE by the consultant, counsel, the Sponsoer, of the Bomower;

(i) DOE shall not be financially lisble to such independent consultant or outside Jegal
counsel for any services rendered or expenses incurred in connection with the Project
under any circumstances whatsoever, including whether a closing eccurs or under
circumstances in which the Sponsor or the Bozrower fails to pay such fees and expenses;

(iti) The Sponsor and the Borrower will acknowledge and pay all fees and expenses
represented by periodic invoices for services rendered to DOE with respect to the Project
upon their periodic presentation thereof by DOE's independent copsultants and outside
Jegal counse], including prior to or at closing (if any);

(iv)  Ifthe Sponsor or the Bomrower fails to pay such fees and expenses for any services
rendered or expenses incurred in connection with the Project ot to otherwise comply with
the provisions of an agreement with such independent consultant or outside legal counsel,
DOE may discontinue work on the Application and the Project (whetber or nota
conditional commitment exists);

(v)  While such services shall be rendered for the benefit of DOE in connection with the
Project, the inveices of DOE's independent consultants and outside legal counsel working
on the Project will be the sole responsibility of the Borrower and the Sponsor,
notwithstanding that DOE is the client of such independent consultants and outside Jegal
counsel; and

(vi)  Bach of the Borrower and the Sponsor specifically disclaims any inference of
confidential, fiduciary or other client relationship (including an attorney-client
relationship) between the Borrower or the Sponsor and such independent consultant or
outside legal counsel as a result of this arrangement and shall not mterfere with DOE's
relationship (including any attomey-client relationship) with such independent
censultants or cutside legal counsel, including DOE's ability to terminate.

6. eimbursement o nses

Without limiting the generality of the immediately preceding Section, and in addition to any
obligations of the Borrower and the Sponsor under (j} the letter agreement with R.W. Beck, Inc.,
engineering advisor to DOE, and (i) the fee letter with Morrison & Foerster LLP, outside legal
coussel to DOE, dated Doecnber-11-2008 2010, each of which remains in full force
and effect in accordance with its terms, the Borrower and the Sponsor, jointly and severally, shall
be liable to pay or reimburse DOE for all reasonable expenses incurred by DOE in connection
with this Term Sheet and the negotiation, execution and implementation of the financing
contemplated by this Term Sheet, mcluding without Bmitation fees and expenses for outside
legal counsel, business advisers and consultants, notarization costs, travel expenses, post-closing
costs of reproducing and binding document sets, and other such out-of-pocket expenses incurred
by DOE, including sny costs of collecting any amount due hereunder, Such payment or
reimbursement shall be due and payable upon the Borrower's or the Sponsor's receipt of DOE's
request therefor from time to time and upon the extension or termination of this Term Sheet or
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execution of the Loan Guarantee Documents. Such payment or reimbursement shall be due
whetber or not this Term Sheet expires without renewal or is canceled or the Loan Guarantes
Documents are executed or any Disbursement of the Guaranteed Loan is made thereunder.

7. Conperaticn

The Borrower and the Sponsor will cooperate fully with DOE and its representatives and
advisors with respect to its due diligence investigation of the Project, including without
limitation providing prompt and complete access to employees, engineers, accountants, facilities,
books and records and contracts of the Borrower and the Sponsors, as well as such other
information as may be requested by DOE or its representatives or advisors.

8. Reporting Requirements

The Borrower will provide the following documents and infarmation to DOE beginning on the
date on which a conditional commitment exists:

(8} Within three (3) business days of the Borrower obtaining knowledge of such change,
notice of any previously unreported material change to the information contained in the
Bomrower's application for the DOE Guarantee, including without limitation, any material
change in (j) the descriptions relating to the construction and operation of the Project and
related plans and contractors; (ii) the conclusions of the Borrower's enginesr's report;

(iii) the status of Project related applications or approvals for governmental permits and
authorizations; and (iv) the potential environmental impsact of the Project; and

() At all times, any other information regarding the Borrower or the Project reasonably
requested by DOE,

8. Binding Nature: Survival

This provisions of Part B of this Term Sheet are binding on the parties hereto and shall survive
eny termination or expiration of this Term Sheet.

10, Governing Law

FhisThe Term Sheet-shall be governed by, and construed and interpreted in aceordance with, the
fedsmllnpwsFederal law of the United States of America-aud-nerthe-Jav-of-the-several-states,_To
the extent that Federal law does not specify the approptiate rule of decision for a particnlar
matter at issvie, it is the infention and agreement of the parties hereto that the taw of the State of
New York (without regard to any choice of law provision that would require the application of
the laws of another jurisdiction) shall be adopted as the governing Federnl ule of decision,

. Counterparts

This Term Sheet may be executed in separate counterparts, each of which shall be an original
and all of which taken together shall cénstitute one and the same agreement. Such executed
counterparts may be delivered electronically, with the original to be delivered promptly
thereafter.
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[Signatures Appear on Next Page]
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Very truly yours,

U.S. DEPARTMENT OF ENERGY

By:

Dr. Steven Chu, Secretary of Energy

ACCEPTED AND AGREED TO
as of the date of this Term Sheet:

SoLYNDRA, INC.

By: )
Christian M. Gronet, Chief Executive Officer

SoLYNDRA FAB 2LLC
By:  Solyndra, Inc., its sole Member

By:
Christian M. Gronet, Chief Executive Officer
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Exhibit A
to Term Sheet

Definition of Project Completion Date

The "Project Completion Date” shall be deemed to have occurred as of the date set forthin a
notice from DOE to the Borrower and the Sponsor stating that all of the following bave been
achieved to DOE's satisfaction: .

&

®

(©

)

Physical Completion. All facilities and equipment necessary for the Project to operate
as contemplated under the Project Plans (i) shall have been completely constructed,
installed, completed, tested, and commissioned, all utilizing first-class standards of
workmanship and materials and in accordance with the Project Plans and the terms of
applicable construction agreements, (ji) shall be operating in accordance with applicable
guidelines, (iii) shall have been accepted and paid for, as evidenced by the Borrower
having issued final acceptance certificates relating to each of the major engineering,
procurement and construction contracts, and (iv) are being properly operated and
maintained in all respects; .

Operational Completion, During a specified test period, the Project shall pass a
continuous operational reliabitity test and other performance tests specified by DOE in
consultation with the Independent Engineer;

Financial Completion. During a specified period, the Borrower shall have generated
specified minimum sales revenue, net income and Cash Flow Available for Debt Service,
and shall have made at least one principal payment on the Guaranteed Loan;

Legal Conditions. The Borrower shall have met all of #ts financial 2nd other contractual
obligations through the Project Completion Date, all Transaction Docutnents shail be in
full force and effect and not in default, all representations and warranties in each Loan
Guarantee Document shall be true and correct no event of defalt or potential shall then
exist under any Loan Guaraptee Document, and DOE shall have received satisfactory
opinions from the Borrower's legal counsel, and from DOE's legal counsel, with respect
to certain matters,
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ExhibitB
to Term Sheet

Loan Guarantee Agreement Requi n
{from Applicable Regulations)
The DOE Loan Guarantee Agreement shall include the folowing requirements and conditions:

(d) Pursuant to Section 6.09.10(d) of the Applicable Regunlations, prior to the execution by DOE
ofa Loan Guarantee Agreement, DOE must ensurc that the following requirements and
conditions, which must be specified in the Loan Guarantee Agreement, sre satisfied;

{1) The Project qualifies as an "Eligible Project” under the Act and is not a research,
development, or demonstration project or a project that employs Commercial Technelogies m
service in the United States;

(2) The Project will be constructed and operated in the United States, the employment of the new
or significantly improved technology in the Project has the potential to be replicated in other
commercial projects in the United States, and this technclogy is or is likely to be available in the
United States for further commercial application;

(3) The face value of the debt guaranteed by DOE is limited to no more than 80 percent of total
Projact Costs.

(4) (i) Where DOE guarantees 100 percent of the Guaranteed Obligation, the Guaranteed Loan
shall be funded by FFB;

(ii) Where DOE guarantees rore than 90 percent of the Guaranteed Obligation, the
guarasteed portion cannot be separated from or "stripped” from the non-guaranteed
portion of the Guaranteed Obligation if the Ioan i5 participated, syndicated or otherwise
resold in the secondary market;

(iii) Where DOE guarantees 50 percent or less of the Guaranteed Obligation, the
guarenteed portion may be separated from or "stripped” from the son-guaranteed portion
of the Guaranteed Obligation, if the Guaranteed Loan is participated, syndicated or
otherwise resold in the secondary debt market; -

(5) The Borrower and other principals involved in the Project bave made or will make a
significant equity investment in the Project;

{6) The Borrower is obligated to make fall repayment of the principal and interest on the
Guaranteed Obligations and other Project debt over a period of up to the lesser of 30 years or 90
percent of the projected nseful life of the Project's major physical assets, as calculated in
accordance with generally accepted accounting principles and practices. The non-guaranteed
portion of any Guaranteéd Obligation must be repaid on a pro-rata basis, and may not be repaid
on a shorter amortization schedule than the guaranteed portion;
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(7) The loan guarantee does not finance, either directly or indirectly, tax-exempt debt
obligations, consistent with the requirements of section 149(b) of the Internal Revenue Code;

(8) The amount of the DOE Guarantee, when combined with other funds committed to the
Project, will be sufficient to carry out the Project, including adequate contingency funds;

(9) There is a reasonable prospect of repayment by Borrower of the principal of and interest on
the Guaranteed Obligations and other Project debt;

{10) The Borrower has pledged Project assets and other collateral or surety, including non
projeci-related assets, determined by DOE to be necessaxy 1o secure the repayment of the
Guaranteed Obligations;

(11) The DOE Loan Gua:antee Agreement and related documents include detailed terms and
conditions necessary and appropriate to protect the interest of the United States in the case of
default, including ensuring availability of 21} the intellectual property rights, technical data
including software, and physical assets necessary for any person or entity, including DOE, to
complete, operate, convey, and dispose of the defanlted project;

{12) The interest rate on any Guaranteed Obligation is determined by DOE, after consuitation
with the Treasury Depariment, to be reasonable, taking into acconnt the range of interest rates
prevailing in the private sector for similar obligations of comparable risk guaranteed by the
Federal government;

(13} Any Guaranteed Obligation is not subordinate to any loan or other debt obligation and is in
a first lien position on all assets of the Project and all additional collateral pledged as security for
the Guarsnteed Obligations and other Project debt;

(14) There is satisfactory evidence that Borrower and FFB or other Holders are willing,
competent, and capable of performing the terms and conditions of fae Guaranteed Obligations
and other debt obligation and the DOE Loan Guarsntee Agreement, and wil} diligently pursue
the Project;

(15) The Borrower has made the initial (or total) payment of fees for the Administrative Cost of
Issuing the DOE Guarantre for the construction and operational pbases of the Pm;cct {Third
Fee);

(16) FFB, other Holder or servicer has taken and is obligatcd o continue to take those actions
necessary to perfect and maintain liens on assets which are pledged as collaterat for the
QGuarenteed Obligation;

(17) I Bomrower is to make payment in full for the Credit Subsidy Cost of the loan guarantes
pursuant to section 1702(b)(2) of the Act, such payment maust be received by DOE prior to, or at
the time of, closing;

{18) DOE or its representatives have access to the Project site st all reasopable times in order to
monitor the performance of the Project;
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(19) DOE, FFB, or other Holder and Borrower have reached an agreement as to the information
that will be made available to DOE and the information that will be made publicly available;

(20) The prospective Borrower has filed applications for or obtained any required regulatory
approvals far the Project and is in compliance, or promptly will be in compliance, where
appropriate, with all Federal, state, and local regulatory requirements;

(21) Botrower has no delinquent Federal debt, including tax labilitics, unless the delinquency
has been resolved with the appropriate Federal agency in accordance with the standards of the
Debt Collection Improvement Act of 1996;

(22) The DOE Loan Guarantee Agreement containg such other terms and conditions as DOE
decms reasonable and necessary to protect the interest of the United States; and

(23)(3) The Lender is an "Eligible Lender", as defined in §609.2 of the Applicable Regulstions,
and meets DOE's lender eligibility and performance requirement contained in §§608.11 (a) and
(b) of the Applicable Regulations; gnd

(if) The servicer meets the servicing performance requirements of §609.11(c) of the
Applicable Regulations.

(¢) Pursuant to Section 6.09.10(c) of the Applicable Repulations, the DOR Loan Guarantee
Agreement must provide that, in the ¢vent of a defauit by the Borrower:

(1) Interest accroes on the Guaranteed Obligations at the rate stated in the DOE Loan Guarantee
Agreement or Loan Agreement, until DOE makes full payment of the defanited Guaranteed
Obligations and, except when debt is funded through the Federal Financing Bank, DOE is not
required to pay any premium, default penalties, or prepayment penalties;

{2) Upon payment of the Guaranteed Obligations by DOE, DOE is subrogated to the rights of
the Holders of the debt, inchuding all related liens, security, and collatera] rights and has superior
rights in and to the property acquired from the recipicnt of the payment as provided in §609.15 of
the Applicable Regulations. '

{3) FFB or any other servicer acting on DOE's behalf is obligated to take those actions necessary
to perfect and maintain liens on assets which are pledged as collateral for the Guaranteed
Obligations.

(4) The holder of pledged collateral is obligated to take such actions as DOE may reasonably
require to provide for the care, preservation, protection, and maintenance of such collfateral so as
to enable the United States to achieve maximum recovery upon default by Borrower on the
Guaranteed Obligations,

(f) Pursuant to Section 6.09.10(f) of the Applicable Regulations, the DOE Loan Guarantee
Agreement must contain audit provisions which provide, in substance, as follows:
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(1) FFB or any other Holder or other party servicing the Guaranteed QObligations, as applicable,

and the Borrower, must keep such records concerning the project as are necessary to facilitate an
effective and accurate andit and performance evaluation of the project as required in §609,17 of
the Applicable Regulations.

(2) DOE and the Comptroller General, or their duly authorized representatives, must have
access, for the purpose of audit and examination, to any pertinent books, documents, papers, and
records of the Bomrower, FFB or other Holder, or other party servicing the Guaranteed
Obligations, as applicable, Examination of records may be made during the regular business
howrs of the Borrower, FFB or other Holder, or other party servicing the Guaranteed Obligations,
or at any other time mutually convenient as required in §609.17 of the Applicable Regulations.

(g) Pursuant to Section 6.09.10{g) of the Applicable Regolations, the DOE Loan Guarantee
Agreement must contain provisions providing that (1) FFB or other Holder may sell, assign or
transfer 2 Guaranteed Obligation to another Eligible Lander that meets the requirements of
§609.11 of the Applicable Regulations. Such Eligible Lender to which a Guaranteed Obligation
is assigfied or transferred, is required to fulfili all servicing, monitoring, and reporting
Tequirements contained in the DOE Lozn Guarantee Agreement and these regulations if the
transferring Eligible Lender was performing these functions and transfer such functions to the
new Eligible Lender. Any assignment or transfer, however, of the servicing, monitoring, and
reporting finetions mmst be approved by DOE in writing in advance of such assignment.

(2) The Secretary of Energy, or the Secretary’s designee or contractual agent, for the purpose of
identifying Holders with the right to receive payment under the guarantees shall ischude in the
DOE Loan Guarantee Agreement or related documents a procedure for tracking and identifying
Holders of Guarantee Obligations. These duties usually will be performed by the sexvicer. Any
contractual agent approved by the Secretary to perform this function cannot transfer or assign
this responsibility without the prior written consent of the Secretary,
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Cci .

Subject: Solyndra Data Room & Finance-Orlented Documentation
Date: Wednesday, June 16, 2010 8:25:09 PM

Thank you and your team for committing so much concentrated time to Solyndra yesterday. We
appreciate the opportunity to introduce our team to you and to provide a first-hand impression of
our organization. Many Issues were addressed at a high level {or rapid pace), and we expect that
you and your colleagues will drilt down on various topics over the coming weeks, }ilook forward to
working with you to facilitate access to information to satisfy your due diligence requirements.

You will find all of yesterday’s presentation materials loaded in the IntraLlinks Data Room In a
folder named “Fremont Due Diligence-lune 15, 2010.” Due to the sensitive nature of the customer

information presented in the two Excel workbooks yesterday, | have limited access to these
customer fes to vou, [N ¢ <=+ <: e o[ o vver
you might like to exte ess to additional people, including the new financlal analyst that will

| believe that it was-uho suggested that a detailed review of the Sponsor financlals, cash
requirements and projections would be important to evaluate the credit that underlies the
sales/offtake agreement between the Project and the Sponsor. We are ready to present the
Solyndra, Inc. forecast when you are. Please let me know when it would be convenient to arrange
a sesslon with our CFO and his staff. — and i are planning a trip to Washington and
perhaps we could begin that review process with an in-person session at LGPO.

Thank you,

Al A o e e e ek R e e A S e o

- Business Development
SOLYNDRA, INC.

47700 Kato Road

Fremont, CA 84538

This e-mail and any accompanying attachments contain information that is
confidential to Scolyndra, Inc.

The information is intended sclely for the use of the individuzl to whom it
is addressed. .

Any review, disclosure, copying, distribution, or-use of this e-mail
communication by others is strictly prohibited. °

If you are not the intended recipient, please notify us immediately by



returning this message to the cender and delete all copiles.
Thank you for your cooperation,
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From:
To:
Subject: RE: Solyndra

Date: Tuesday, June 22, 2010 10:17:00 AM

Thanks, | am just doing the work order for MoFo. | will say due diligence and term sheet
to be completed in 4 months {we can of course talk with them as soon as the procurement
fotks actually execute an agreement with them),

From: :

Sent: Tuesday, June 22, 2010 10:14 AM
To:
Subject: RE: Solyndra

shall do it within 2 weeks maximum, and RW Beck has to be officially retained again
and from that point 4 weeks. But as soon as MOFO is engaged we have to go and sit down
with them to revisit Loan 1 and strategize about loan 2. Call me if you have more questions.
Thanks.

Regards,

Senior Investment Officer
Loan Guarantee Program

From:

Sent: Tuesday, June 22, 2010 10:11 AM
To:
Sublg: E: !o|yndra

Do you have a sense of when those drafts will be provided (a best guess is fine)?

From:

Sent: Tuesday, June 22, 2010 10:09 AM
Subject: KE: Soiyndra

I would say that 3 months, starting the moment we receive drafts from the E! and market
advisors, is a reasonable assumption.

Regards,



Senior Investment Officer
Lean Guarantee Program

Us Deia.rtment of Eneri

What is the general time frame for completion of due diligence and negotiation of
a term sheet? 3 months?

W—
Sent; Mon ne 21, 2010 6:11 PM

Importance: High

Please let me know when MOFO and RW Beck become officially retained as advisors so 1 can
proceed to organize meetings with them, Thanks,

Regards,

Senior Investment Officer
Loan Guarantee Program

US Department of Ener,



To
Subject: RE: Solyndra -
bate: Wednesday, June 23, 2010 10:47:00 AM

B - 1voFo is now s'lgnqd up. We can start work with them at this point.

From:

Sent: Tuesday, June 22, 2010 10:14 AM
To:
Sub!ect: EE: go%!ra

shall do it within 2 weeks maximum, and RW Beck has to be officially retained again
and from that point 4 wecks. But as soon as MOFQ is engaged we have to go and sit down
with them to revisit Loan 1 and sirategize about loan 2. Call me if you have more questions.
Thanks.

Regards,

Senior Investment Officer
Loan Guarantee Program
US Department of Ener,

From:

Sent: Tuesday, June 22, 2010 10:11 AM
To:

Subj : dra

Do you have a sense of when those drafts will be provided (a best guess is fine}?

m
2, 2010 16:09 AM

Subject: RE: Solyndra

1 would say that 3 months, starting the moment we receive drafts from the El and market
advisors, is a reasonable assumption.

Regards,



Senior Investment Officer
Loan Guarantee Program

US Deiartment of Eneri

Sent: Tuesday, June 22, 2010 9:57 AM
To:*

Subject: RE: Solyndra

Il - \hat is the general time frame for completion of due diligence and negotiation of
a term sheet? 3 months?

Importance: High

Please let me know when MOFO and RW Beck become officially retained as advisors so I can
proceed to organize meetings with them. Thanks.

Regards,

Senior Investment Officer
Loan Guarantee Program

s Deiartment of Eneri
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From:
Sent: _ Tuesday July 13, 2010 500 PM
To:
Subject: MEMO Energy Loan Guarantee Update Meeting 071310
Attachments: MEMO Energy Loan Guarantee Update Meeting 071310.doox

-

Please find attached a summary memo of the loan guarantee meeting early today; | wrote relatively long since it's the
first one and it helped to clarify my thinking/background on the issues as well as set the stage for reviewlng each
issue/decision point down the road. Let me know if { left anything out/misunderstood something, this is definitely an
Important program and I'm happy to assist in any way possible with €' involvement In approval and oversight!

Best,

S0L0002470



MEMORANDUM

July 13, 2010
ToJ
From: [l

Re: Update meeting with Energy Branch regarding DOE Loan Guarantee Program

Overview: This memorandum prov1des you thh a bnef summary of the kcy issues and further
steps from the July 13, 2010 meeting with Energ Branch staff reparding updates on the DOE
Loan Guarantee Program, including ' ' :

The meeting covered several decision points and issues related to projects that have a]ready been
committed for loan guarantees, or-projects with commitments expected in the coming months:

S0L0002471



4. Solyndra Phase II — Energy Branch staff expressed concern regarding a second loan
guarantee commitment to Solyndra (scheduled for the Credit Review Board in"Septerber)
due to financial trouble in the project’s parent company. While a second loan guarantse to
Solyndra could create economies of scale necessary to bring down maenufacturing costs for
solar technology, the proposal could add stress to the parent company, jeopardizing the
existing loan guarantee and the second phasé proposal.

s  Further Steps: Energy Branch staff will continue to investigate concerns regarding
stresges on Solyndra’s parent company, and the effect of the proposed second loan
guarantes.

In addition to the specific concerns outlined above, Energy Branch staff provided brief updates
on several proposals nearing loan gusrantee approval, with an accompanying spreadsheet
offering an overview of the size and application timeframe of each project.

S0L0002472
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From:

To!

(=] J

Subject: Memo DraRt

Data: Friday, September 17, 2010 12:33:38 PM
Attachments: 091710 Memo on Solyrdra Monitorlng vs.docx
Imporiance: High

All,

Piease find a draft of the memo attached. I've tried to integrate all informatfon received. However, I
have not Included any discussion of Fab 2.2 (beyond indicating that the application is in).

I can receive and Integrate comments, but suggest that everyone track their changes,
Scott, this doesn't contain your latest change (yet).

Ove, will a revisad draft to you by 4pm work on your side?

Rﬁards,

Suiaject: RE: Re-estimate Diligence Questions & Deliverable

Please see below for draft text on legal/contractual risk:

The Borrower has not reported any breaches of loan documentation or project documents and the DOE
is not aware of any such breaches, The DOFE's outside counsei is currently reviewing loan and project
documentation for any potential defaults, At this time, there have been no modifications made to the .
loan or project documents that materially change the legal or contractual risk as of the Project’s closing
date,

Thanks,
L]

~--—Qriginal Message-----
- R —
Sent: Fnday, September ;




Subject: RE: Re-astimate Diligence Questions & Deliverable

FYI-I will incorporate- write up into the memo,

-----Original Message-----

Thanks[Ill As for Il I'm presuming they'll be providing input for future iterations of this analysis,
so 1 think It wouid be good to get them Invclved earlier than later,

B orc Team,

Attached is my attempt to capture the technical status and issues surrounding the Solyndra project. It
turned out to be about a page of text and a page of pictures. If this is too long then perhaps I can edit
it down to one page. Please review and get me any comments in the morning.

F— Please take some extra time to ensure that what I've captured is correct based on our current
owledge.

- - would Tt be ok for mé to drculate this to RWB for them to verify the Information as well?




~~~~~ Otiginal Message-----
erom: ISR
Sent: Thursday, September 16, 2010 5:25 PM

gence Questions & Deliverable

Solyndra Team, please find attached draft sections for Solyndra's loan review memo. Included sections
are a background table, a project status update, and a management update,

IR oo the outline of the memo you've drafted, the project status update can be dropped Inta your
draft template. In addition to the four categories outlined in emal} below, Frances had asked for
an assessment of management risk and legal/contractual risk. or should be
providing some language on the legal/contractual risk, which I think can be inc into the
"compliance with terms of the credit agreement” section of the draft template. indicated that he
would be circutating his technical risk assessment to the team fater today or tomorrow.

Once the team has reviewed the draft that we're dirculating to this group at noon, we can drculate to
Frances later in the day. '

In dillgencing Solyndra for the annual re-estimate, we are conducting an analysis which will Include
several topics. We ask that you review the list below and provide a written analysis consisting of several
short paragraphs by Wednesday COB, of the following toplcs. Please let us know as soon as possible, if
you think some other member of the Solyndra Task Force is suited to provide additional Input for these
topics: )

1. Tecvicafconsucic SN < prosc it

2. Market / husiness risk_: market price risk, near term impact (3
months) of pricing versus competition

3. Cash Flow/Liquidity -: project & Solyndra Inc. cash flow position
4. Counterpaity risk_ - construction partner fingndial risk (Solyndra Inc.}
In order to assure that all are working off of the same baseline, we will send, in a separate email,

referenced finandals, credit paper, and most recent Solyndra answer to OME questions. We will also
forward, upon receipt, Solyndra's response to DOE's technical questions that were submitted yesterday.

Any additional monitoring and closing docs are available on eDocs. Please let us know if you have any
questions. We apprediate your attention to this matter.

!! !epa!e.nt of Energy



1000 Independence Ave SW, 4H-051
Washington, D.C., 20008




DRAFYT
TO:
FROM:
SUBJECT:  Periodic Loan Review Report

DATE: September 17, 2010

A periodic loan review report of each project is required on an annual basis under LGO's Credit
Monitoring and Management Procedures (Policy No. CM-IX.6). The purpose of this report is to
sunumarize all the monitoring activities and the rationale behind any credit actions recommended for the
project. This memo is organized in the following sections:

» Executive Sumnmary;

o Project Overview;

o Status of the Project;

o Financial Condition and Credit Asseésment;

o  Other Relevant Information;

¢ Compliance with Terms of the Credit Agreement; and
o Next Steps / Action Items.

L Executive Summary

The Solyndra Fab 2 transaction involves a $535 million loan for the capacity expansion of Solyndra,
Inc.’s (“Solyndra” or the “Sponsor™) manufacturing capabilities, Solyndra produces thin-film omnifacial
solar modules for commercial rooftop applications. The transaction closed in September 2009 and was
the first loan guarantee to be issued under Title XV of the Energy Policy Act of 2005.

Since the closing of the loan approximately one year ago, the project’s implementation has proceeded on
schedule and on budget. Consistent with the Sponsor’s plans, Solyndra, Inc., also submitted an
application for an additional loan guarantee in the amount of $469 million for the Phase 2 expansion of
the Fab 2 facility.

Over the past year, the photovoltaic module market has undergone rapid change, resulting in downward
price pressure of solar modules. Concurrently, incentives driving the early adoption of PV solar
generation have been reduced or are being reduced in RBurope. In addition, the market has experienced
periods of overcapacity during the past 12 months, The confluence of these factors has affected PV
module manufacturers’ ability to raise capital in the equity markets and has called into question the long-
term health of the PV solar module market. Accordingly, DOE has initiated increased monitoting of the
Solyndra transaction and has adjusted the internal risk ratmg downward to reflect future market
uncertainty.

II. Project Overview
Solyndra developed and is currently in the process of scaling high volume manufacturing the unique, high

performance, PV panel design, which provides electrical energy production utilizing a thin film
technology. Solyndra’s cylindrical design and “air flow panel packaging” enable improved collection of
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all available light. According to Solyndra, this provides the company with cost and performance
advaniages that are valued in the marketplace. Solyndra is currently constructing a 650,000 sq. .
manufacturing facility in Fremont, California (Fab 2 - Phase 1). When complefe, the facility will produce
PV panels capable of producing in excess of 230 MW of production capacity.! The cost of the project is
$733 million of which $533 million is being funded through a Title XVII loan guarantee, The transaction
was structured as a non-recourse project finance loan with Solyndra Fab 2, LLC (hereafier, the
“Borrower”), a special purpose’ entity, serving as the Borrower. Solyndra, Inc., a development stage
company, is the project Sponsor and sole counterparty for Solyndra Fab 2, LLC. In addition to its base
equity cormitment of $198 million, Solyndra Inc., is also providing a $30 million cost overrun equity
committment and an unlimited completion guarantze,

The relationship between Solyndra, Inc., and Solyndra Fab 2, LLC, is governed by several agreements
including 2 supply agreement, a sales agreement, intellectual property licensing agreement, an O&M
agreement, an equipment supply agreement, and a construction contract. At completion, the Borrower
will manufacture panels for delivery to Solyndra, Inc., which in tum, will fulfill requirements of its order
book. The transaction structure is depicted in Exhibit 1 below. :

Exhibit 1: Transaction Structure

Under the terms of the loan guarantee, Solyndra Fab 2, LLC may Borrower- of the project costs as
they are incurred up to a maximum loan amount of $535 million. The Sponsor prefunded its equity

! This estimate has been revised upward by the Sponsor to 283 MW/year.
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contribution of $198 million through the deposit of funds in a cash reserve account, contribution of land,
inaprovements and other capitalized development costs. The Sponsor is also responsible for 100% of any

_costs incurred in comnection with the development of Phase 1 in excess of the estimated aggregate Phase
1 project cost of $733 million. Of this commitment, Solyndra is required to fund an additional cash
reserve account of $30 million in six consecutive monthly payments of $5 million, -commencing in
December 2010,

The availability period for the guaranteed loan facility ends on May 15, 2012. The maturity date of the
loan is August 15, 2016. Principal payments will be made in equal quarterly installments beginning on
May 15, 2012 and will continue each quarter until the loan is paid in full on the maturity date. As of
January 2, 1010, the Borrower had made draws totaling $140.9 million, which will accrue interest at rates
ranging from 2.5% to 2.8% per annurn. '

On a stand-alone basis, the Borrower is required to maintain a debt service reserve account in an amount
equal to six months of scheduled payments of principal, accrued interest and fees. Additionally, if prior
to Phase 1 completion, the ratio of Sotyndra, Inc.’s indebtedness to tangible net worth is greater than 0.5
to 1.0 or if after completion Solyndra, Inc.’s tangible net worth is less than $175 million, then the
Bomrower will be required to increase the amount of the debt service reserve fiom six months to nine
months of principal accrued interest fees. This increased debt service reserve level will be required to be
maintained until such time as four consecutive quarters have passed in which the applicable conditions
that triggered the increased debt service reserve has not oceurred,

The loan guarantee facility is secured by a first priority security interest in all property and assets of the
Borrower, including all personal property and 2l real property. In addition, Solyndra, In¢. bas granted a
first priority security interest in all its equity interest in the Borrower and in a funding account that
contains Solyndra, Inc.’s required equity contribution to cover the balance of the cost of development of
Phase 1 and that will contain the required $30 million reserve for cost overruns.

HOI.  Status of the Project

The project (Fab 2 - Phase 1) relies on the success achieved in Fab 1, the venture funded commercial
scale line that is currently ramping up production. The current status of Fab 1 and Fab 2 is described
below.

Fab 1 ‘

Key performance metrics of Fab 1 include throughput, panel efficiency, reliability and yield.
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Exhibit 2: Previously Forecasted Production for Fab 1

Moving forward we will continne to monitor the ontput of Fab 1 as well as the throughput of the
CIGS tools.
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Exhibit 3; Efficiency Comparison
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Fab 2 - Phase 1

A Financizl Condifion and Credit Asséssment

Current Financial Condition

Solyndra, Inc. delayed its planned IPO in early 2010 due to a perception that the timing was

inappropriate. Instead, the company raised raised $175 million in convemble notes from existing
investors, with all but a few minor investors participating.

©

As of 9/30/10, the entire balance of the loan will have been drawn. Expected cash position after that draw
is approximately $70 million. = Average monthly cash bum rate from operations of the company was
about $15 million in the first remainder of the year. Cument payables are approximately $90 million,
which represents roughly three months of all operating expenses (excluding depreciation), Receivables
at the end of 2 quarter were about $40 million. Therefore, the difference accounts for around $50
million, representing two to three months of cash bum. Looking strictly at cash, it appears that the
company will need to raise additional cash in four to six months to remain solvent. ? I the company is
unable to continue to stretch payables, that timeframe could be compressed by one month or more,
Additionally, the company indicated that the total construction cost of Fab 2 - Phase 1 is more than is

being charged to the project under the fixed price construction contract, thereby leading to another source
of cash burn.

? Solyndra's plan for raising additional capital is discussed in the Credit Assessment section that follows.
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Exhibit 4: 2°° Quarter 2010 Cash Margin

Ezhibit 5: Price Premivm Q3 2009 through Q3 2010

Credit Assessment

Based on its analysis, the LGO believes that the future financial condition of the Borrower will be
affected by: the financial condition of Solyndra, Inc., the Borrower’s sole counterparty; the realization of
the technical parameters established by the Sponsor’s new plan; and the trends in the marketplace, which
have undergone considerable turmoil since financial closing. The evolution of the marketplace, in
patticular, has led fo a degradation of the Sponsor’s financial strength. Market uncertainty, competition,
and price pressures have weakened Solyndra’s niche appeal, requiring downward price adjustments to
increase sales. Although the company nizintains that Solyndra still enjoys competitive advantages in its
target market, existing competitive rivalry, caused in part by the Chinese pricing tactics has reduced the
company’s price premium for the short-term at Jeast. Additionally, the market turmoil has weakened
valuations in the solar sector, ultirbately leading to the Sponsor delaying its PO plans. As a result,
Solyndra’s recent capital raise relied exclusively on existing investors.
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Exhibit 6: Forecasted ASP Adjustment
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Exhibit 7: Internal Risk Rating Matrix
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Based on current market conditions, the LGO is making a downward adjusting the rating on Solyndra
from _ suggesting that default risk is present, but a limited margin of safety remains. While
the company is currently meeting its financial and performance obligations with respect to the project, its
capacity to service the DOE debt will depend on its ability to realize technical performance metrics
embodied in the revised financial plan. Credit quality could be further affected by a continued
deterioration of the solar module market and the inability of Solyndra, Inc. to raise needed capital in the
equity markets, However, the Bommower’s realization of the technology performance metrics will serve to
mitigate the LGO’s current concerns regarding the market, resulting in increased credit quality.

V. Other Relevant Information
Other relevant information regarding the Borrower includes the following:

¢ The Sponsor has submitted a loan application for $469 million for Phase 2 of the Fab 2 project.
The LGO is proceeding with due diligence on this loan application, but is mindful of the
company’s current challenges.

¢ In order to address the market challenges, the Sponsor has initiated the development of two new
distribution channels. One involves a “demand pull” strategy wherein the company is working
with project developers in responding to RFPs and identifying opportunities where Solyndra’s
performance advantages will be valued. The second opportunity involves the Federal sector,
which represents a significant potential customer. The LGO believes these initiatives are
warranted. However, the LGO is mindful of the time it will take for these initiatives to
meaningfully affect demand. ‘

VI. Compliance to Terms of the Credit Agréement

The Borrower has not reported any breaches of loan documentation or project documents and the DOE is
not aware of any such breaches. The DOE's outside counsel is currently reviewing loan and project
documentation for any potential defauits, At this time, there have been no modifications made to the loan
or project documents that materially change the legal or contractual risk as of the project's closing date.

VII. Next Steps / Action Items

The project should be placed on credit watch for increased monitoring activities, Specific action items
include:

» Liquidity Tracking: The LGO will focus on understanding the liquidity pesition of the parent,
the implications of Fab 1 operating performance for the project and the company, and the risks to
the projections :

~ Company has indicated that it is currently revising the short-term (3 year) operating
projections and will share them with DOE when complete; and

- The LGO will begin reviewing inonthly financial results from Fab 1 and Solyndra, Inc.
Monthly reports should include both financial and operational data to provide insight into
company performance and validity of longer-term forecast of Fab 2.

o In short-term, the LGO will review payables and inventory positions to determine
if actual financial situation is worse than that implied just by cash position.

~ The LGO should develop a short-term cash flow model to assess ongoing risks. Of
particular concemn. Sensitivities will be conducted on:

© ASP assumptions, '

10
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Production levels;

Sales levels (inventory build);
Yield metrics; and

Module efficiency.

— The LGO should consider monthly (or more frequent) calls with senior management to
stay apprised of the situation.

O 0o o o

. ¢ Fab 2 — Phase 1 Model Revision: The LGO should continue assessing the Fab 2 - Phase |
project in light of revisions to module pricing, efficiency assumptions and throughput
assumptions.

— Baseline viability of the project needs to be reestablished under alternative scenatios.
— Decisions on how to address short-term issues will hinge on findings from this anatysis.
° Review of Technical Performance Metrics: The LGOQ should direct RW Beck to undertake a
detailed examination of Solyndra’s panel efficiency road map. Panel efficiency, along with other

technical performance inputs, will materially impact future financial performance, Independent
verification of Solyndra’s revised forecast inputs is required.

° Pricing Validation: The LGO will evaluate further the Sponsor’s pricing projection and
assumed premium,

13
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From:

To:
Subject: RE: Adtive Project Schedules
Data: Thursday, October 28, 2010 1:34:00 PM

First time I heard I was not working on it. Well played by[JJJ, 1 guess.

t 28, 2010 1:13 PM
ve Project Schedules

Sohyndra 2 Is not happening because Solyndra 1 Is in trouble and is being restructured. - seems to
be doing the Solyndra 1 stuff???

2222 e e 2k e e b Rk oK ok ek ko ok ok ok ek kolok kR ok

Loan Programs Office

115, Department of Energy

1000 independence Ave., SW
0

er 28, 2010 12:18 PM
oject Schedules

-----Qriginal Messaga-----

From:

Sent: Thursday, October 28, 2010 12:17 PM
To:
Subject: RE: Active Project Schedules

I R 5, s happened o Sohndra?
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From: u Kelly, Allison K.

Sent: Wednesday, May 19, 2010 3:54 PM

To: Olmos, Margaret C; Murtha, Katherine; Rosalsky, Gregory E.
Subject: RE: FOR VET: Solyndra (POTUS event on May 26)

This concerns me:

April 2010: An Independent Audit By PricewaterhouseCoopers Reported That Solyndra Was At Risk Of Failing.
“Revolutionary companies are often lauded for their daring. But what about those that don’t quite make It? Solyndra,
ane of the solar industry’s most feted, financed, and generally gawked-at companies is at risk of failing, according to an
independent audit by PricewaterhouseCoopers, The auditor noted Its concerns about Solyndra as part of the company’s
5-1 filing for a possible initial public offering on the stock markets. PWC pointed out that Solyndra has lost a great deal of
money, leaving its future as 3 ‘going concern’ at risk, especially if the company can't match the prices of other solar cell
manufacturers. That risk goes without saying for every solar company around today; none have an assured future, But
the risk is magnified for Sofyndra because of its unusual approach, Rather than a flat solar panel, Solyndra selis round
tubes that contain a roiled solar cell — the shape of each tube is close to that of a commerdal fluorescent light, though
at a smaller scale... Other companies have had the same idea, but Solyndra has so far been the'only one to risk doing it.
For its daring, the company has been amply rewarded with almost a billion dollars in venture funding and loans, But
while financiers love an original approach, it may not fly ina more down-to-earth market of flat panel makers. In the
same 5-1, Solyndra notes that at a sale price of 43 24 per watt, its tubed solar panels cost 66 percent more thana
standard silicon panel, That's a huge gap at this point in the game. Worse, Solyndra is losing money even at $3.24."

[BNET, 4/6/10]

From: Olmos, Margaret C.

Sent: Wednesday, May 19, 2010 12:20 PM

To: Murtha, Katherine; Kelly, Allison K.; Rosalsky, Gregory E
Subject: FW: FOR VET: Solyndra (POTUS event on May 26)

Just an update —this Is for the CA trip next Wednesday

From: Leger, Daniella G,

Sent: Wednesday, May 19, 2010 12:14 PM

To: Jarvis-Shean, Elizabeth; Terry, Joelle L; DL-WHO-VETTING
Subject: RE: FOR VET: Solyndra (POTUS event on May 26)

Huzzah

Danielie Gibbs Loger

Dirscror of White Fatise Hessage Bvenfs.
¥ offirel

From: Jarvis-Shean, Ellzabeth
Sent: Wednesday, May 19, 2010 12:13 PM

To: Terry, Joelle L.; DL-WHO-VETTING

Cc: Leger, Daniella G

Subject: RE: FOR VET: Sotyndra (POTUS event on May 26)

We used them in SOTY, 50 just need to update.

WH SOL 001850



From: Terry, Joelle L.

Sent: Wadnesday, May 19, 2010 12:02 PM

To: DL-WHO-VETTING

Cc; Leger, Danielia G,

Subject; FOR VET: Solyndra (POTUS event on May 26)

Solyndra

47700 Kato Road
Fremont, CA
Chris Granet, CEC

» Received first DOE loan guarantee{$535M}
» Fab 2 to employ 1000 long-term, 3000 in construction
»  Highly automated production facllity

Description; Last September, the Department of Energy closed Its first Recovery Act loan guarantee - $535 million to
Solyndra, Inc. for construction of a new manufacturing facility to produce the company’s signature cylindrical solar
photovoltaic panels - and ground was broken on the then-empty field, Today, the project is an active project site
employing over 1,000 workers, making it one of the biggest Recovery Act employers. Solyndra estimates that ultimately
the new plant will create 3,000 construction jobs total, and lead to as many as 1,000 permanent jobs once the facility
opens. Hundreds more will install Solyndra's solar panels on rooftops around the country. Over its lifetime, the first
phase of the facility could manufacture up to 7 gigawatts of solar panels, which can generate electricity equivalentio 3
or 4 coal fired power plants. This plant will produce about as many new solar paneis as the US produced in 2005. The
project will introduce into large-scale commercial operation a new and highly innovative process for manufacturing a
breakthrough design for photovoltaic panels. Solyndra’s panels will be primarily used in the fast-growing market for
large, flat rooftops. In addition to the active construction site, Solyndra also has a state-of-the-art 300,000 square foot
autornated manufacturing complex where existing manufacturing operations are already underway. New Media has
previously visited the existed facility and was provided access for filming of the manufacturing space. The Solyndra
project [s the epitome of the Administration’s focus on leveraging private capital, investing In innovation and driving job
growth across the supply chain through strategic Recovery Act investments, The company has been able to use the loan
guarantee to leverage hundreds of biliions in private capital, the project Is benefiting suppliers across the country who
are contributing to the significant construction work and the innovative solar tubes are creating demand for export to
countries around the world.
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From: Klair, Ronald A.

Sent: Monday, May 24, 2010 8:05 AM

To: Jarreft, Valerie; Deseve, G. Edward; Deseve, G. Edward

Subject: Re: fy;lanée? to share some concerns about the President's visit {o Solyndra; Please keep
confidentia

We'll look at it. Obviously, if the company were robustly well financed without our help,
they wouldn't have needed our funding -- so the "going concern” letter and its inability to
file an S1 doesn’t worry me per se., That sald, we clearly need to make sure that they are
stable and solid.

----- Original Message -----
From: Jarrett, Valerie

To: Klain, Ronald A,

Sent: Mon May 24
Subject: Pw: W
keep confident_aﬂ!“

uth the President’s visit to Solyndra: Please

=
o
.

:
:

As you know, afGo tgoédf%T?oughts?

..... I

From: Steve Weitl § £ % i

To: Jarrett, Valgrie ] Ei Bdd

sent: Mon May 2% 3@ g & B4 B

Subject: Wanted to share some concerns about the President’s visit to Solyndra: Please keep

confidential

valerie:

Congratulations on the histori

m?He on health care and
financial reform. ] ’

g

k, and I'm looking forward

wﬂﬂl’

: s0lyfdra. The press has reported

that the company has had to re : 15 inkreasing concern about the
company because their auditors rdk i e “going concern” letter
(See below). Many of us believe the company's cost structure will make it difficult for thenm
to survive long term, The company is burning through capital at a rate of over $18.6 M per
month from Q1-Q3 according to its own S-1 filing--and over $20 million a month including op
ex and cap ex. This is a very large red flag.

A number of us are concerned t%;;

A number of their executives are looking for opportunities at other solar companies, and
we've heard that the bankers listed on the 5-1 (Goldman and Morgan Stanley) do not plan to
move forward with the IPO.

Could you perhaps check with DOE to make sure they're comfortable with the company? I just
want to help protect the president from anything that could result in negative or unfair
press. If it's too late to change/postpone the meeting, the president should be careful
about unrealistic/optimistic forecasts that could haunt him in the next 18 months if Solyndra
hits the wall, files for bankruptcy, etc.

14
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Lastly, we like the CIGS space, but do not have investments in CIGS related companies,
Thanks.
Steve Westly

Managing Partner
The Westly Group

PS It's this statement in paragraph three that I wanted to draw to your attention

¥ ?g
"In fact theiq{j%;' . hive just issued what's known as a "going
concern” opinion'g i

Stlicon Valley Fid

In-the-Trenche

;
i 8§
i geiGrowth Companies

Solyndra's IPO - Not a "Going Concern”, But Hoping It's a Blg Success!

As Y've noted before, there are many companies now in the backlog of IPQ's filed but not yet

completed, One of them, the cleantech company Solyndra, is worth taking a closer look at

because of its rather unique characteristics. This high-profile solar panel business has

raised a whopping 3961 million in ncing since it began and has been in

registration since mid-Decembel® & seimok g ‘%-@bout $300 million from the
Tl

public offering. Sound like a

Since introducing it's unigue gy g
revenues from zero in 2007 to 36

growth but for the unfortunate

ted panels Solyndra has grown
E milllion in 2609 - astonishing
ompany a lot more to make the

panels than they can sell themifbri, hplogm in venpes it cost them $162m to
manufacture the product - and then Bnother $115m to develop, market, sell and cover
overheads. So for those at home keeping score they spent $277m to produce that $16@m in
revenues. It's still better - relatively speaking - than the $228m they spept in 2868 to
produce just that $6m in revenues ....

This is not a typical business, even for the sometimes-extreme Valley! Here's a company whose
products are clearly state-of-the-art but where, after raising and spending almost a billion
dollars, the true economics of producing and selling them are yet to materialize. In fact
their auditors PriceWaterhouse Coopers, have just issued what's known as a "going concern”
opinion about the company. To backtrack for a second, all companies looking to go public via
an IPO have to file an S-1 registration statement with the SEC which has to include three
years worth of detailed, audited financial statements along with an additional two years of
summary financial information, assuming the company has been around that long. As part of
those statements the auditors issue an opinion, basically saying that those statemenis fairly
represent the historical financial position and results of the business.

15
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While this opinion is largely a rear-view mirror look the auditors are required to do some
procedures to determine whether it is able to operate as a "going concern™ in the future as a
viable stand-alone business. The typical approach - and rule of thumb - is that it is is a
going concern 1f it has enough cash on hand to run the business for twelve months from the
date of the audit opinion (in essence, the date the auditors sign off on the period they just
audited). The auditors won't be able to assume future additional financing (including the
IPO) because that may not happen. Nor can they assume some rapld growth or improvement in the
business that suddenly makes it cash-flow positive. The most likely thing is that it )
continues as it just left off in the most recent year., So lets look at some of those numbers,

In the year ended January 2, 2812 it spent $178m in cash just running its dally operating
activities (basically the loss it incurred in selling the $1éeém of product plus its operating
expenses and various other adjustments). It also had to build it's production facilities and
make other capital investments - which totaled another $175m. So there's almost $35ém -
millon! - of cash consumed in one year.

How did they fipan that, because the money came from somewhere? Well, they raised $336m in
venture financing i} ?f s dﬁﬁﬁ" ﬁ%ﬁﬁg ed dBove) which included converting some

{dnko n:rs%gﬁ;s;_ e
: ey th

1 Ig § pa X
existing loans}info i
2 Y_:I.h an s }'ﬂ@
; i
cﬁfﬁi’%

)2 ahd took on an additional $140m in debt,
That debt is worth 1lpgki

ng | ve borrowed against a $535m loan facility
guaranteed by fthezDe 3k igg 0
economic stim ‘usgan lﬁ'E ey

aga ig: money coming from the Federal goverrment's
i.hs é:?s to be used for the building of Sclyndra's
ope
3 de of the road) and which Solyndra

i gh %’/N:h atern
£ Eﬁ; 5 ji faddition to the DOE guaranteed loans,

second productionipl 1 thef
i

0 whgﬁregularly travel on Highway 88@ in
Fremont will see the; | 1
itself must fihan ht edst ;

AL | & S s

At the end of 2089 where did all this leave the company? Well, it had $58m cash in the bank
{it also had $15im of further cash on the balance sheet, but that cash is restricted and
can't be used for regular operations). And the customers who bought the $16@m in products
still owed it $34m in remaining payments for them. Against that it owed $105m in current
liabilities (payments for product costs, purchases, etc) and $148m in long term debt (the
money borrowed above). Not exactly a lot. of net cash on hand to pay the existing bills and

then run the 2019 operations, T g T Fmﬁ s BT Y
IRIAVIERTAY IR
% b

t § ' i I
when you look at all the numbegsf and yo fg'%o th e $ity of the business, the
risk factors (their S-1 lists g4 Geges ¢ E'enm) in heiteg-oléﬁy and the marketplace, then

27

on a pure business analysis yog oi e With the Juditio} s‘i;i they are not a going
concern. It's also not unusual fiIi‘ ngl ey fearly stbge wompany (and it is still very
early in the development of this itéc olopytartt It magkef)} to be in this position. In fact,
that's exactly why they need aj ¥Pg 4 td radse t§e mbney] Fbrt groleth and to get to cash flow
positive from operations. But S | ‘tti unugydalifor omb@gy to take the step they just did
- publishing an open letter to t customers and suppliers to explain why, in their view,
this is not a problem.

To téke a closer look at their SEC filing, click here.

I'm rooting for this company. It's in the forefront of developing new energy solutions we
desperately need, They claim that "by the end of 2012, we will be able to deliver
photovoltaic systems that produce electricity on commercial rooftops at rates that are
competitive with the retail price of electricity in key markets on a non-subsidized basis”.
1'd love to see thatl They employ 808 people, mostly in the Valley. Many of those people are
in manufacturing - a segment hard hit since 2009. That number will increase with their second
plant and further production ramp up., This is the kind of business the Valley needs, and
needs to be successful. And the country needs the technology.

Still, a lot of people will have to make some pretty big bets to pull this offl
16
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Posted by Philip Smith on April 94, 201¢ at 99:14 PM in Cleantech
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From: Dasave, G, Edward
Sent: Monday, May 24, 2010 10:05 AM
Buject: FW: Wanted t.
ubjec : Wanted to shame some concems about the President's visit to Solyndra; Please
confidential-will you send to ron 'ynire: Flesss keep

T talked to Matt as well. The short term problem is very understandable. The longer term
with Europe such a large share of their market ¢ould be problemstic. But, as you note, that
is what risk is about.

----- Original Messagg@-----

From: Rogers, Matt

Sent: Monday, May 24, 2016 10:03 &M
To: Deseve, G. Edward
Subject: FW: Wanied
keep confidentfal-4

President’s visit to Solyndra: Please
Here's the logp

Matt Rogers |} ki 1 S % §
senior Advisorl tolend Is&Retdrd S} RécAieby MitlrgpIenentation U.S. Department of Energy
1099 Independelce Ryenue neE ‘A Fatad 1 ]

Assistant;

--=--0Original Messagé-----
from: Klain, Ronald A. NNEEEENRRENEEN
sent: Monday, May 24, 2010 10:8] AMg _ : L _
To: OConnor, Rod; Rogers, Metty'y
Ce! Deseve, G. Edward -
subject: RE: Wanted to share sgae

keep confidential--will you sef

sit to Solyndra: Please

Thanks! This looks fine to me

-w---0Original Messagesw-~-
From: OConnor, Rod [mailto:Rod¥oloigorén
Sent: Monday, May 24, 2018 9:56 AM
To; Klain, Ronald A.

Subject: FW: Wanted to shere some concerns about the President's visit to Solyndra: Please
keep confidential--will you send to ron

fon-

Bottom 1ine is that we believe the company is ckay in the medium term, but will need some
help of one kind or another down the road, I know Brandon and Liz talked through the going
concern issue last week, Matt's summary is below. We are putting together talking polnts on
this which I will send over-let me know 1f you need more.

«v=ws0riginal Message-e---
{ From: Rogers, Matt

Sent: Monday, May 24, 2010 9:17 AM
To; OConnor, Rod

7
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s/’m’ |

Ce: Hurlbut, Brandon
Subject: RE: Wanted to share some concerns about the President's visit to Solyndra; Please
kesp confidential--will you send to ron

The "going concern™ letter is standard for companies pre-IPO, The letter says in short that
‘the company needs more capital to keep going long-term, which is why they are planning to tap
the public markets. We will see these with all the pre-IPO companies that we fund and 1s not
a general cancern. .

There are three, related economic concerns that are important. The price for solar panels .
has fallen significantly as the cost of silicon has fallen, reducing the margin that Solyndra
can earn, In addition, the European market for their product {2/3 exported to Europe) is
weak with the financial issues in Eurcpe, especially in Spain, They have been counting on an
energy bill to pass, including a renewable energy standard to ensure adequate US market size.

The good news is that the loans that we made are allowing the company to increase revenues

and reduce production costs significantly, helping them remain competitive in a tough market.
If Europe goes south and we don’t 411 here, they will face issues in the 18-24
month window, 4% ffieSolBme I B soifE into the fall with their new facilities
on line.

Matt Rogers k1 , " _ :

Senior Advisorgtolthg SRirptapy fpi Recgyeny MCH mlenﬂﬂtation U.S. Department of Energy
1080 Independe BvEriet Ew Rashirgt apshd |

Assistant! |

----- Original Maessage-----
From: Klain, Ronald A.
Sent: Monday, May 24, 2010 8:38 AM
To: OConnar, Rod; Rogers, Matt
Subject: FW: Wanted to share sOi
keep confidential

sit to Solyndra: Please

Can you guys look at this ASAP Ban}

----- Original Message-----
From: Jarrett, Vvalerle ]
sent: Monday, May 24, 201e 6:13 Af
To: Klain, Ronald A, -
Subject: Fw: Wanted to share s
keep confidential

& 'cerns'"autd{ha ue' dent's visit to Solyndra: Please

As you know, a Going Concern letter is not good, Thoughts?

----- Original -Message -----

Erom: Steve Westly <stevefwestlygroup.com>

To; Jarrett, Valerle

Sent: Mon May 24 83:10:53 2016 .

subject: Wanted to share some concerns about the President's visit to Solyndra: Please keep

confidential

valerie:

8
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Congratulations on the historic progress the administration has made on health care and
financial reforn. .

We're excited to have the president in San Francisco Tuesday night, and I'm looking forward
to seeing him at the dinner for Senator Boxer at the Getty's home.

A number of us are concerned that the president is visiting Solyndra, The press has reported
that the company has had to restate earnings--and there is an increasing concern about the
company because their auditors, Coopers and Lybrand, have issued a “going concern” letter
(See below). Many of us believe the campany's cost structure will make it difficult for them
to survive long term. The company is burning through capital at a rate of over $10.¢ M per
month from Q1-Q3 according to its own 5-1 filing--and over $2@ million a month including op
ex and cap ex., This is a very large red flag.

A number of their executives are looking for opportunities at other solar companies, and
we've heard that the bankers listed on the S-1 (Goldman and Morgan Stanley)} do not plan to
move forward with the IPO,

ywire comfortable with the company? I just
fat could result in negative or unfair

pedting, the president should be careful

§ Haunt him in the next 18 months if Solyndra

Could you per

want to help pp
press., If 1t'§ ¢
about unrealistic)
hits the wall} fij

Lastly, we 1i ¥8nts in CIGS related companies,

Thanks. .

Steve Westly
Managing Partner
The Westly Grou

PS It's this statement in pardgfa raw to your attention

"In fact thelir auditors Priceuatarhoﬁse Coopers, have just issued what’s known as a “goling’
concern” opinion about the company.”

5ilicon Valley Frontlines _
In-the-Trenches Consulting to Startup and Emerging-Growth Companies

Solyndra’s IPO - Not a "Going Concern®, But Hoping It's a Big Success)

As I've noted before, there are many companies now in the backlog of IPD's filed but not yet
completed. One of them, the cleantech company Solyndra, is worth taking a closer look at
because of its rather unigue characteristics. This high-profile solar panel business has
raised a whopping $961 million in venture financing since it began and has been in
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registration since mid-December last year, It's looking to raise about $380 million from the
public offering. Sound like a lot? Well, yes, but they need a lotl

Since introducing it's unique cylindrical components and related panels Solyndra has grown
revenues from zero in 2887 to $6 million in 2808 and to $100 million in 26€9 - astonishing
growth but for the unfortunate fact that it still costs the company a lot more to make the
panels than they can sell them for, For that $188s in 2809 revenues it cost them §162m to
manufacture the product - and then ancther $115m to develop, market, sell and cover
overheads. So for those at home keeping score they spent $277m to preduce that $1¢8m in
revenues, It's still better - relatively speaking - than the $228m they spent in 2088 to
produce just that $6m in revenves .... . :

This is not a typical business, even for the sometimes-extreme valley! Here's a company whose
products are clearly state-of-the-art but where, after raising and spending almost a billion
dollars, the true economics of producing and selling them are yet to materialize, In fact
their auditors gricgNaterh D st issued what's known as & "going concern”
opinion about @ fohps o Rk Rrack Wsekof®, all companies locking to go public via
hard Wlith the SEC which has to include three
becdts along with an additional two years of

; i has been around that long. As part of
lcally saying that those statements fairly
c: ltslaf the business,

represent tha i

while this opii _ : ok the auditors are required to do some
procedures to ditefpiich wihtideltSn hbleokdpekanl as a "golng concern”™ in the future as @
viable stand-alone business. The typical approach - and rule of thumb - is that it is is a
going concern if it has enough cash on hand to run the business for twelve months from the
date of the audit opinion (in essence, the date the auditors sign off on the perdod they just
audited), The auditors won't be able to assume future additiona) financing (including the
IPO) because that may not happen, Nor can they assume some rapld growth or improvement in the
business that suddenly makes it cash-flow positive. The most likely thing is that it
continues as it just left off JRthfie Far P ar ’ g at some of those numbers,

ing its daily operating
‘product plus its operating
BEMtYs production facilities and
fed Sojthere's almost $358m -

In the year ended January 2, 2416
activities (basically the loss |

expenses and various other adjus
make other capital investments

How did they finance that, becgufe Well, they ralsed $336m in
venture financing (part of the $96 ot & which included converting some
existing loans into equity (an ownership stake), and took on an additional $140m in debt,
That debt is worth looking at - its money they have borrowed against a $535m loan facllity
guaranteed by the Department of Energy and is money coming from the Federal govermment's
economic stimulus and recovery commitments. It has to be used for the building of Solyndra’s
second production plant in the valley (those of you who regularly travel on Highway 88¢ in
Fremont will see the first plant right by the Eastern side of the road) and which Solyndra
itself must finance at least 27% on its own in addition to the DOE guaranteed loans.

At the end of 2009 where did all this leave the company? well, it had $56m cash in the bank-
(it also had $15im of further cash on the balance sheet, but that cash is restricted and
can't be used for regular operations). And the customers who bought the $188m in products
st11]1 owed it $34m in remaining payments for them. Against that it owed $185m in current
1iabilities (payments for product costs, purchases, etc) and $148m in long term debt {the
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money borrowed above). Not‘exactly a lot of met cash on hand to pay the existing bills and
then run the 201¢ operations.

when you look at all the numbers, and you add to that the complexity of the business, the
risk factors (their S-1 lists 24 pages of them!) in the technology and the marketplace, then
on a pure business analysis you have to agree with the auditors - they are not a going
concern, It's also not unusual for a Silicon Valley early stage company (and it is still very
early in the development of this technology and it's market) to be in this position. In fact,
that's exactly why they need an IPO - to raise the money for growth and to get to cash flow
positive from operations. But its pretty unusual for a company to take the step they just did
- publishing an open letter to their customers and suppliers to explain why, in their view,
this is not a problem.

To take a closer look at their SEC Filing, ¢lick here,
I'm rooting for this company. It's in the forefront of developing new energy solutions we

desperately need. They cliaim that "by the end of 2012, we will be able to deliver
photovoltalc systems that produce electr-icity on commercial rooftops at rates that are

hat number will increase with their second
k Bind of business the valley needs, and
kechnology.

j ﬂ bets to pull this offl

b in Cleantech
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Sent: Saturday, May 22, 2010 3:13 PM

To: Steve Mitchell

Subfect: . RE: RE: Your Schedule

Generally hokling up well. We had 2 % hours In front team yesterday. You can pulse him on how
he felt that went. My take is that and myseif prese| @ company effectively.

My task today is getting back to you on stock recommendation,
I trust your luggage made it !

Bill Stover
SVP, CFO

e me Steve Mltchell i i o
Sent: Saturday, Maym, :

To: Bill Stover
Subject: Re: Your Schedule

I've met Obama already. Cost me 2300 bucks and a lot In taxes. He doesn't need to meet me (and aithough my
ego would enjoy if) 1 don't need to meet him. What does need to occur is him {0 see our company and those
panels as a national asset that should have preference on govemment bulldings and in tax related incentives on
American soil. But thanks for the offer.

Is everything still halding up?

AL ARt

From: Blll Stover
To: Steve Mitchell
Sent: Sat May 22 08:23:05 2010
Subject: Your Schedule

Steve
'! trust that you’ve heard we have President Obama touring Solyndra Wednesday morming, and
wanted to make sure youve had the opportunity to adjust your schedule as necessary.

Bill Stover
SVP, CFO

This e-mail and any accompanying attachments contain information that is
confidential to Solyndra, Inc.

The information is intended solely for the use of the individual to whom it is
addressed,

CONFIDENTIAL AND PROPRIETARY . AVI-HCEC-0030957



Any review, disclosure, copying, distribution, or use of this e-mail communication
by others is strictly prohibited.

If you are not the intended reéipient, please notify us immediately by returning
this message to the sender and delete all copies,

Thank you for your cooperation.

This e-mail and any accompanying attachments contain information that is confidentizl to
Solyndra, Inc.

The information is intended solely for the use of the individual to whom it is addressed.
Any review, disclosure, copying, distribution, or use of this e-mail communication by
others is strictly prohibited.

If you are not the intended recipient, please notify us immediately by retuzning this
message to the sender and delete all copies.

Thank you for your coocperation.

CONFIDENTIAL AND PROPRIETARY AVI-HCEC-0030958
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From: Tom Baruch [INNEGRGGG

Sent: Tuesday, August 10, 2010 7:46 PM

To:

Ce:. Brian Harrison; Steve Mitchell
Subject: RE: RE: NCPV Hotline - August 10, 2010

Dave,

Getting business from Uncle Sam ts a principal element of Solyndra's channel strategy. When Obama visited Solyndra in
June, 2010, Chris Gronet spoke very openly to Obama about the need for installation of Solyndra's rooftop solar on U.S.
government buildings. | heard Obama actually promise Chris that he would look into it when he returned to Washingten,
The point is that the government has to pay for energy no matter what. The capital funding to deploy a lot of rooftop
solar on government buildings (say $300million) just falls off the table in Washington anyway.

I also believe he Sierra Club could act as a major change agent to get solar deployed as a cost parity play with the
alternative GHG-belching coal-fired power plants. The Sierra Club could easily deploy more than 1 million peaple to this
kind of mission, | recently agreed to work withd as a member of the Campaign
Cabinet of the Sierra Club's Climate Recovery Partnership, Working together with DOE, DOI and other agencies, we
should be able to get a lot of Solyndra's reoftop solar deployed throughout the U.S government building/energy
infrastructure. I'd like to get a storyline together with Solyndra to make a case for the U.S. Government adoption of
Solyndra's product capability. We need to do a better job of telling our story in Washington especially as relates to the
threat of competition from China, Inc. | am stunned by the lack of knowledge of our representatives in Washington

about China's plans to "dump" pcSi solar in the U.S. market. This has been confirmed by Solyndra's Washington lobbyist,
Steve McBee.

Best.

Tom

-—---Original Message-----
From

Sent: Tuesday, August 10, 2010 10:30 AM
To: Tom Baruch

Cc:—
Subject: Fw: NCPV Hotline - August 10, 2010

Tom,

Note that gota 15 MW order at an Air Force base, Frankly I'm surprised, as those sites tend to be relatively
unconstrained on space and sHis unlikely to be the low bidder. | wonder if ‘buy American' rules held sway
here. If so, might Solyndra prioritize federal government business, where it could have an ‘unfalr advantage'?

They may already be doing this, but if it's in fact an effective strategy, perhaps they ought to elevate its priority to the
top. (No currency risk nor credit risk, eithert). Do they have a salesperson who is specifically dedicated to gov't
business? {Which, as you know, is a different animal than commercial sales).

CONFIDENTIAL AND PROPRIETARY AVI-HCEC-0033153



Sent from my Verizon Wireless BlackBerry

-----Original Message.

From:

Date: Tue, 10 Aug 2010 10:50:24
To:
subject:NCPV Hotline - August 10, 2010
NCPV Hotline August 10, 2010

ARNAAN

ARAARA

CONFIDENTIAL AND PROPRIETARY AVI-HCEC-0033154
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From: Chris Gronet

Sent: Thursday, June 17, 2010 6:52 PM
To: Steve Mitchell

Subject: RE: RE: next steps

We (the exec com) are closed on gov't relations reporting into [l s disappointed but is willing to work with
this structure, .

Also closed on askinto taking on the acting role for VP N Am Sales (while we conduct the search and consider
him for the role as well).

Chris Gronet
CEO

Solyndra, Inc,
47700 Kato Road

MA

From; Steve Mitche!! [

Sent: Thursday, June 17, 20109:07 AM - °
To: IR Chs Gronet

Subject: Fw: next steps

Let's discuss. The white house offer to help may cut this short but it could be done in conjunction.

From: Seve icoee [N

To: Steve Mitchell
Sent: Thu Jun 17 06:19:55 2010
Subject: RE: next steps

Steve, have reviewed the materials sent over by Tom and we've also done a bit of additional diligence on our side. The
CDA investments are powerful and | think will provide significant credibility and urgency to the need for the US
government to step into deeper support for the broader industry, as well as directly to Solyndra.

The CDA investments, as well as the other external factors you and Tom have mentioned that are threatening company
viability, in my view require direct and aggressive engagement with Washington, Advise the following steps:

1. Substantiation. We need to substantiate and crystallize the significance of the CDA investments to both
Solyndra and the broader industry. We need to be tight in defining the extent to which the CDA investments are
upping the stakes on domestic industry and putting immediate pressure on Solyndra’s viability — and how the
CDA action represents only the most recent step in an ongoing pattern that, i not reversed by some type of US
action, will leave the US without a competitive position in this space shortly.

2. Qutreach, Once we've got a handle on task 1, authorize us {McBee) to perform quiet and surgical outreach with
both company supporters and thought leaders on Capitol Hill and in the Administration to lay the groundwork
for a broader assault by the company. We can test the narrative, socialize leaders in Washingten to the
consequences of inaction, and create some appetite to move out with a fix.

3. Define the fix. We need to define “the ask” - Is it Solyndra-specific {a DOD framework agreement} or industry
wide (incentives, mandates, etc) or both? 1think at some level it has to be a combination as, again, we'll be
most successful if we position this as an industry problem for which Solyndra, as a frontier company, is the
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bellwether and is taking the initial and at present most acute pain. We should perform task 3 in conjunction
with task 2, but | do not believe that the company should go to the Hill with a specific ask untif we have
conditioned the environment in advance. Our advance work will also yield useful feedback that will allow us to
zero in on a fix that is supportable.

4. Engagement. Assuming we have fully substantiated our arguments re task 1, get the right level of response as
part of task 2, and have identifted the fix outlined in task 3, we will need company officials to engage the US
government directly to articulate the problem, raise the stakes around lack of inaction, and advance a solution
that allows the industry ~and in the near term $olyndra - to stay competitive in the face of global competitive
pressure.

My advice is to move quickly on this — to get items 1-3 ata minimum done during the month of July before Congress
adjourns (and Washington effectively shuts down) for the month long August congressional recess.

Key on our side is to make sure that we fully establish/protect your credibility as it relates to what will effectively be
your opening (and probably closing) argument — that the company’s viability is threatened primarily {entirely) because
of aggressive and persistent action by the Chinese government. Most importantly is that Solyndra, as the industry
leader represents only the first domino, and that unless the US government up’s its response to anti-competitive
Chinese maneuvers, the entirety of the innovative/domestic solar manufacturers will be strangled in their crib,

All of that requires us to articulate specfﬁcaliy how the company is being undercut in the market. I¥'s worth roting in
this context that there is a lot of chatter in the beltway {fanned by your domestic competitors) around your cost
structure, which is also something we'll need to discuss and address.

Below are example questions designed to help pull together evidence in support of our position and to hopefully make
the point that a consortium of US manufacturers is likely facing similar issues. The point we want to drive is that while
Solyndra may be first to be impacted because we are further along, unless the federal government steps up, the US will
be without a competitive position in this space shortly.

s What s the current market share of the Chinese manufacturermm those markets in which
Solyndra and its first-movir)g US competitors currently participate (U5, EU specifically)?
o Data back to Ql 2009 would be most useful to demonstrate the Chinese’s recent entry and expanding
market share

«  Whatis Solyndra’s manufacturing cost trajectory over the next 18-2
o .. (If available) How does this curve compare with the Chines and domestic competitors

_possibly facing similar price pressure?

*  What is the variance between assumptions included in the company’s LGP application/s-1 filing and current
real-world pricing?

s How much, if at all, has the European debtissue affected Solyndra sales into the EU (currently their largest share
of commercial sales)?
o Has Solyndra and/or other US manufacturers registered foreign-currency exchange losses on par with
the Chinese?

If you're down for this plan, | wil get a team on it right away (to include myself). I'm prepared to play hard here and |
think you should also — key is to make sure we've got our facts in order as [ think communicating the implications of the-
CDA investments and Solyndra’s vulnerability as a result has the potential to be explosive particularly given the
trajectory of the energy policy discussion in Washington over the past several wks. We need to come correct out of the
blocks

Thoughts??
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From: Steve MitchellW
Sent: Wednesday, June 16, :

To: Steve McBee

Cce: Support Staff

Subject: RE: next steps
Steve,
Anything we need to be talking about?

Steve

From: Steve McBee

Sent: Monday, June 14, 2010 7:39 AM )
To: Steve Mitchel!

Cc: Support Staff

Subject: next steps

Steve, based on the info Tom has sent over I'm doing a bit of quiet outreach in an effort to provide best alternatives re
next steps.

Adbvise that we cancel our call today and instead let me come back to you in the next couple of days via mail about how
we might proceed after we've had some discussions on the Hill. | can follow up w/ you directly after the email to
discuss, OK w/ you?

STEVE MCBEE PRESIDENT

WASHINGTON, DC 20004
601 Pennsylvania Avenue, NW
Suite 800 - North Building

WWW.MCBEESTRATEGIC.COM

This e-mail and any accompanying attachments contain information that is confidential to
Sclyndra, Inc.

The information is intended solely for the use of the individual to whom it is addressed,
Any review, disclosure, copying, distributien, or use of this e-mail communication by
others is strictly prohibited.

If you are not the intended recipient, please notify us immediately by returning this
message to the sender and delete all copies.

Thank you for your c¢ooperation.

CdNFIDENTIAL AND PROPRIETARY AVI-HCEC-0030072



Footnote 369, 370, 371, 374, 375



Frony: Ken Levit

Sent: Friday, June 25, 2010 9:29 PM
To: Steve Mitchell
Subject: Re: Re: solyndrajpg

He's a bit pessimistic on the loan.
He knows you're doing everything humanly imaginable.
We should get that dod thing enacted into law if there's an energy bill. is Solyndra working it?

----- Original Message -----

From: Steve Mitchel!—

To: Ken Levit .
Sent: FriJun 25 16:25:46 2010
Subject: Re: solyndra.jpg

Please do. How is George on this?

--—- Original Message -----
From: Ken Levit

To: Steve Mitchell

Sent: Frijun 25 16:22:18 2010
Subject: Re; solyndra.jpg

We could work on that.

----- Original Message -—--

From: Steve Mitchell—

To: Ken Levit
Sent: Frilun 25 16:23:01 2010
Subject: Re; solyndra.jpg

Get them to buy our panels. All they have to do Is do some US content type of requirements for DOD procurement.
----- Original Message ——

From: Ken Lev[t_

To: Steve Mitche

Sent: FriJun 25 16:17:43 2010
Subject: Re: solyndra.jpg

Seriously, | can only imagine. Issue came up in Harry Reid staff meeting too. Wild.

-—-- Original Message -----

From: Steve Mitchell —

To: Ken Levit
Sent: Fri fun 25 16:15:10 2010
Subject: Re: solyndra.jpg
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Ugh. Trust me, | feel it.

----- Original Message --—-
From: Ken Levit
To: Steve Mitchell
Sent: Frijun 25 16:10:34 2010
Subject: solyndra.jpg

George Kaiser

This picture is hanging in the White House, in the stair well In the West Wing. Gosh...no pressure.
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From: George Kaiser _

Sent: Saturday, June 26, 2010 11:33 PM
To: Ken Levit; Steve Mitchell
Subject: RE: solyndra,jpg

I think the immediate issue is getting the DOD to see some urgency in buying product though
of course, the subsidy legislation would alse be lovely.

r
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From: Ken Levit [
Sent: Saturday, June 26, 2010 2:11 PM

o: Steve Mirchel:; N G-oce aiser

Subject: Re: solyndra,jpg

Steve--Let me know if there's a way we can help if that legislation has a shot. We further developed a few relationships
this week on energy which could be helpfui. A lot of key people are rocting for Selyndra so | think the landscape would be
sympathetic. ’

From: Steve Mitchell
To: Ken Levit
5 George Kaser| *
nt: Fn Jun 25 20:

43:41 2010
Subject: Re: solyndra.jpg

Absolutely.

AN A MNP AN At RSN i

From:

To: Kem ; steve Mitchelt; | T c<<- i

Sent: Fri Jun 25 20:03:21 2010
Subject: RE: solyndra.jpg

Helps us get them to straighten the DOD out and thus we can sell 8 mountain of MW's to them...

Far more important than another loan

From: Ken Levit ,
Sent: Fri 6/25/2010 4:10 PM

Subject: solyndra.jpg

This picture is hanging in the White House, in the stair well in the West Wing. Gosh...io pressure,
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From: Brian Harrison W
Sent: Wednesday, August 04, 2010 5:55 P

To: : Tom Baruch

Cc: Steve Mitchell
Subject: RE: RE: Welcome
Attachments: . image001.jpg
Tom

Thank you for the note and the kind words. T am excited about the opportunities ahead of
Solyndra. The challenges are formidable but I am ready to attack them head on.

I just got back from my last days of summer vacation and will be in the office Thursday and
Friday before officially hitting the gound 100% on Monday. One of the items high on my agenda
is to get the fund raising organized. Solyndra has a very, very powerful resource available to us
through the board member contacts and connections. Your point is spot on that to effectively
leverage this vast network we need to be organized and coordinated. My objective is to have a
plan defined by the end of next week, August 13.

I will work with your office to set up a time for a phone discussion on either Thursday or
Friday.

Regards, Brian

From: Tom Baruch |
Sent: Monday, August 02, 2010 12:32 PM
To: Brian Harrison :

Ce: Steve Mitchell

Subject: Welcome

Dear Brian,

First and foremost, please allow me to welcome you to Solyndra. I am incredibly excited
about having you on board. Your background in engineering and cost control is a perfect
roadmap for our future success at Solyndra. In addition, there are so many other
opportunities to leverage your background In marketing and sales to achieve a dominant
position for Solyndra as the most profitable player in solar energy products, My
experience says that we were only one person away from success at Solyndra. I am
thrilled to know you will be the catalyst for making a difference.

By way of introduction, I want to offer you the power of my relationships in the
Washington, DC and the nonprofit sector as you angle to achieve the optimum channel
control for Solyndra. Specifically, I work on the National Advisory Council for Innovation

1
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and Entrepreneurship with Sec’y Locke and others In the U.S. Department of Commerce;
the US Manufacturing Competitive Initlative in the Council on Competitiveness; the
Sierra Club’s Climate Recovery Partnership with|j ||| ] JJEER; 2nd other groups as well.

I'd like to have a brief discussion with you about some ideas I have in relation to the
above work. Most importantly, 1'd like to get your guidance about who to work with at
Solyndra to coordinate moving forward with any of the ideas you want to implement. I
believe the opportunity with the Sierra Club is especially tempting. I have seen them
move mountains when it comes to effective action for the climate.

I understand that one of our most important priorities Is to conclude the current
convertible financing. There are several investor candidates that I have been bringing
forward pending the resolution of the CEO position. There are two impressive candidates
from Singapore. Now that you are on board, I would like to start making introductions of
investors to Solyndra. Because I could only attend the last board meeting by phone, it
was hard for me to hear everything. I heard at one time or another that the point ‘
person on the financing was one or all of: you; Bill Stover; Steve Mitcheli; and,

I'd like to get clarity from you about how to go forward with the introduction of
prospective investors. : ,

Brian, you can best reach me bi cell at_ If we fall to contact via cell, T will

ask my assistant, to hook us up this week.
I look forward to working with you.

Best,

Tom Baruch
Founder & Managing Director

CMEA

One Embarcadero Center, Sulte 3250

[} [l

This e-mail and any accompanying attachments contain information that is confidential to
Solyndra, Inc.

The information is intended solely for the use of the individual to whom it is addressed.
Any review, disclosure, copying, distribution, or use of this e-mail communicatien by
others is strictly prohibited.

If you are not the intended recipient, please notify us immediately by returning this
message to the sender and delete all copies.

Thank you for your cooperation.
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From: Tom Baruch [

Sent: Tuesday, August 17, 2010 2:16 PM

To: B

Ce: Steve Mitchell;%
Subject: RE: RE: Cleantech Blog and China

Attachments: image001.jpg

Dear John,

I am delighted to see you engaged so deeply with a multifaceted challenge of matching our capabilities at
Solyndra with the opportunities to excel in Washington. What Solyndra is doing cuts through many of the
programs and policies which are championed by the leaders of the “innovation economy” who see it as the
salvation of the American economy on the global stage. To the extent | am working on the latter issue with
Sec’y Locke at DOC, | will be sure to look for your guidance regarding the role of Solyndra.

One of the most important places to draw the line is with respect to the issue of dumping of solar panels in
the USA. | know Steve McBee is well versed on this issue. It is good to hear you are fully engaged with his
organization. Surprisingly, | have found that our California Senators Boxer and Feinstein are less than fully
informed on this issue. In a recent interaction of an associate with Senator Boxer, the Senator expressed
surprise about the China dumping issue. | suspect this issue wilf require industry-wide attention in the long
run. The Semiconductor Industries Association was very effective when Japanese “dumping” of
semiconductors was front and center in the 1980's. ! recently spoke with |l who was President of
SIA at the time and until very recently. [JJJj can be avaitable to us.

The Gov't procurement strategy is very specific to Solyndra. It sounds like you have it well covered. I'd love to
spend some time with the person charged with the articulation of our Gov't procurement strategy to make
sure that whatever message | communicate in Washington is completely consistent with Solyndra’s message
of economic justification to our customers.

I think we can find a seam of influence at the grass roots level that will take us well beyond what we could
accomplish on our own. I have some ideas we should discuss for integration of this idea with my own
activities,

Thanks for your offer to get together again. | will work with my assistant — to arrange a time for
us to meet. As | mentioned, | wilt also be in Washington, DC on September 1 and am avaifable to meet with
anyone you recommend.

Thanks for everything you are doing to lead this important effort.

Best,

Tom

r@a‘W
Sent: Tuesday, Augu f :
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To: Brian Harrison;
Cc: Steve Mitchell;
Subject: RE: Cleantech Elog and China

Hi Tom,

Thanks for the note to Brian. We are fully engaged with Steve and his team on Federal policy issues and using Steve and
his team to develop relationships with policymakers and key stakeholders, such as NGOs.

in July Jlfand t had a long strategy sesston with Steve anc |GG o - dedicated McBee person) in
DC to discuss what McBee had been doing for Solyndra, what they could do going forward and our strategy going

forward. |also gave them a deep overview of the business and our challenges as 1 see them so they were completely up
tospeed. As a result of that meeting, McBee was to prepare a number of documents, one of them was a list of NGOs
that they had relationships with and that would be supportive of our general policy initiatives. The goal was to begin
developing relationships with these entities so that we will have their support on a long term basis as well as for
particular policy initiatives of the moment. These is something that [ was very effective in developing a nd
which | mentioned to Steve and-will be an important part of Solyndra’s strategy going forward. neen
on vacation for the last two weeks and this item from McBee is still outstanding...but we and they are on it,

You should be aware that we are in constant contact with McBee, [lllspeaks IRt least every other day if not
every day. She has been assisting us on the Fed Manufacturing Tax Credit, our viability issues and messaging to the Hill,
and our broader relationship buiiding on the Hill. [lllattended severai meetings thatjJand | had in DC in August
and September, They have been involved in every step of the development and execution of our Gov’t Procurement
strategy, including-ﬂving out to Fremont 2 weeks ago to participate in person in a number of Gov't Affairs and
Comm strategy sessions. McBee's role in the execution of our Gov't Procurement strategy will be with high-level
policymakers that they know well in the DOD, DOE, White House, and key Chairman on the Hill like Norm Dicks {House
Defense Appropriations Sub Comm Chr) and Jeff Bingaman (Senate Ener

Those efforts are defined

and underway.,

In short, they are fully briefed and in the loop on our business and activities, they have been an integral part of our
strategy development around Federal Policy initiatives, NGO development, Gov't procurement, and they have a defined
roie and responsibilities. We have weekly gov't affairs calls that they are a part of. We are working hard to develop and
define clear gov't affairs strategies that are aligned with our business goals and then leverage the intelligence, contacts
and abilities of our internal and externai resources to execute against these. So far so good,

Please feel free to reach out to me if you have any questions on our GA strategy or relations with McBee. | think that it
is critical that our activities in DC and with NGOs are coordinated and aligned with our business objectives. As part of
that, 1 think it is important that there are not too many voices “speaking” on behalf of the company. Going forward in
DC and with NGOs those “voices’ are Brian, *

1 will discuss with Brian, but maybe at the next Board meeting we can give the Board a review and update on our
strategy and developments to date.

As always Tom, thank you for thinking of Solyndra and please don’t hesitate reaching out to us as you see opportunities
for development and Improvement. )

Best regards,
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.From: Brian Harrison
Sent: Sunday, August 15, 2010 10:48 AM
To: Tom Baruch

ce: Steve Mitche! ;NN

Subject: RE: Cleantech Blog and China

Tom

Thanks for the note. I had a briefing wn‘rh_ Thursday on Solyndm

government affairs and US legislative issues so T am up to speed on the big issues.
you respond to Tom and let him know what interaction Solyndra has had with Steve
McBee? Il is on vacation this week so his response may be a little slower than usual,

Regards, Brian

'.E.:;;.;;;i;aaa"s;rac'hw
Sent: Sunday, Augdl ', :

To: Brian Harrison
Cc: Steve Mitchell
Subject: Cleantech Blog and China

Brian,

Our Washington lobbyist, Steve McBee, has a good handle on this issue. I hope to see
Steve when I am in DC on September 1. I believe we may have a voice on representing
Solyndra’s competitive advantage in rooftop solar with McBee and the Sierra Ciub {noted
in an earlier email to you from me). Whenever you are ready, I'd like to compare notes
on this issue with you. I also recommend you connect with Steve McBee. He may be an
underused resource. I do know Steve Mitchell connected with Steve McBee during his
recent active participation with Solyndra

Best,

Tom

Cleantech Blog

Why China has already overtaken the U.8. in cleantech
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Posted: 13 Aug 2010 04:41 PM PDT

It's been fashionable to debate whether China will some day surpass the U.S. in clean technology. Yet, after reviewing
some of the metries that really matter, one could conclude that it already has.

At least this was my thesis in moderating a recent Haas School of Business event at U.C. Berkeley in California
that explored whether China would become a green economy leader.,

China has already surpassed the U.S., I argued (as reported elsewhere), and pointed to the following:

1. 1POs: According to data we collected at the Cleantech Group, in 2009 {the last full year for which data
was available as of this writing), China accounted for almostthree quarters of all cleantech 1PO
proceeds worldwide, well ahead of the U.S., which had only 26%; and to date in 2010, the top three
cleantech IPOs of the year have all been Chinese companies

2. M#&As: The top region for cleantech M&A activity in 2009 was Asia (35% of total), followed by Europe
(31%) and North America (26%), according to our same research above

3. Solar: 7 of the 10 largest solar manufacturers in the warld by production volume are now Asian, #2 being
China’s Suntech Power, which in 2009 surpassed even Japan's Shatp, the longtime leader, This according
to a roundup by respected photovoltaic trade pub Photon International (subseribers only; order the back
issue here.)

4. REEs: China holds a monopoly on rare earth elements (REES), eritical raw materials for wind turbines
and electric motors such as those used in electric vehicles like the Tesla and hybrids like the Prius. It
controls 97 percent of commereially available rare earth element supplies, and has recently begun to
reduce the amount it exports (at Cleantech Group, we produced the authoritative report on the subject,
précis here.)

5. Stimulus: The amount of stimulus funding China has allocated to clean technologies, including water,
waste and other non-energy cleantech infrastructure, is 4 times that of the U.S. {221 billion vs. ~60
billion) ’

6. R&D: There’s been a doubling of private R&D in China in recent years; China conld soon surpass the
1.8. in R&D spending, according to Lund University in Sweden

7. Speed: China is making decisions quickly, and isn't encumbered by demoeratic process. This January,
China announced intentions to build a 2 GW $5B concentrating solar thermal plant. In the words of Bill
Gross of eSolar (by way of Tom Friedman), the company whose technology was selected, “in less time
than it took the U.S. DOE to do stage 1 of an application review for a g2 MW project in New Mexico, China
approved, signed and is ready to begin construction this year on a 20 times bigger project.”

8. Nukes: I you don't already consider nuclear a clean energy technclogy, you should. China is expecting
to build some 50 new nuclear reactors by 2020, and is already haxrd at work on half of them; the rest
of the world combined might build 15
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9. Investment: A recent report by Breakthirough Institnte called Rising Tigers, Sleeping Giant clims
China, South Korea and Japan have already collectively passed the United States in the production of
virtually all clean energy technologies, and over the next few years, these countries will be expected to out-
invest the United States.

If this trajectory holds, the majority of cleantech-related jobs, tax revenues and cleantech commercialization
bragging rights will go to Asian, mostly Chinese, companies. The interesting question for us at Kachan & Co. is what
commercial opportunities will this eventuality ultimately create for others elsewhere? How can the U.S. and other
jurisdictions leverage the Chinese cleantech juggernaut?

Obvicusly, some companies will benefit from the establishment of joint ventures with Asian companies. And there
WILL be local manufacturing jobs, especially when the rising cost of ofl makes overseas shipping from Asia less cost-
effective—one of the reasons China's Suntech is setting up local U.S. manufacturing in Arizona, for example,
But where are the less obvious opportunities?

We have thoughts. Contact us to discuss.

Tom Baruch
Founder & Managing Director

CMEA

One Embarcaders Center, Sulte 3250

Google Ine., 20 West Kinzie, Chicago IL USA 80810

This e-mail and' any accompanying attachments contain information that is confidential to
Selyndra, Inec.

The information is intended solely for the use of the individual to whom it is addressed.

Any review, disclosure, copying, distribution, or use of this e-mail communication by
others is strictly prohibited.

If you are not the intended recipient, please notify us immediately by returning this
message to the sender and delete all copies.

Thank you for your cooperation,
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From: Tom Baruch —

Sent: Saturday, September 18, 2010 8:48 PM
To: Steve Mitchell

Subject: FW: FW: White House Meeting
Attachments: image004.pg

Steve,

Notwithatanding the two attached requests/offers, 1 never even got the courtesy of a
response, So, I assume they don’t want my help.

i will be at the White House helping sorne of our other portfolio companies this coming
week,

Can you give me any guidance about what is golng on? I am happy to try you via cell
phone whenever it works for you, if you prefer,

Best,

Tom

From- ;rom Baruch

Se ptember 09, 2010 10:34 PM
To:

Cc: 'Brian Harrison'

Subject: White House Meeting

I will be back in Washington, DC on September 21 and 22, 2010. If I do schedule a
meeting at the White House, are there some specific agenda items I can pursue on
behalf of Solyndra? I am sure the subject of Solyndra will come up in any event. Please
give me your guidance.

Best,

Tom

FromTom Baruch s s e e e e e
Sent: Friday, Septew 2:50 PM

To: Brian Harrison;

Subject: FW:

Let me know when and if I can get a message to him in the WHouse.

Tom Baruch
Founder & Managing Director
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CMEA

SR T A

One Embarcadero Canter, Sulte 3250
San Francisco, CA 54111

me o Whoeopgov] e e e .
Sent: !n!ay, !e%m!r !!, 2010 11:05 AM

To: Tom Baruch
Subject:

Hey Tom, it's Rahm — great seeing you the other day, apologies that it was so short. If you are ever in DC please et me
know.
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From: George Kaiser

Sent: Monday, October 04, 2010 12:03 PM
To: Ken Levit
Subject: FW: Sclyndra Update

Dismal report. See reference Yo new chief of staff as well.
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From: Steve Mitchell
Sent: Sunday, October 03, 2010 11:27 PM

To: .
Cc: Steve Mitchelf
Su . T

From: Steve Mitchell

Sent: Sunday, October 03, 2010 11:24 PM
To: Steve Mitchell

Subject: Solyndra Update

George,

1 spent a day with management and Goldman Sachs last week to discuss Solyndra, get a better understanding of
the state of the business right now, hear Brian Harrison’s down load after almost 2 months on the job and I then
attended the full board meeting the following day. Unfortunately the update was not encouraging. As you
know, the current shareholders bridged the company with 8175 million early this summer with an understanding
that Solyndra needed an additional $175 to $225 million to reach cash flow break even and that this money
would need to be raised by the end of the year. This was based on a base case revised business plan that the
company (along with the investors) set out in early spring when we were reacting to the dramatic decline in
ASP as China started to dominate the solar market. Last week we were presented an updated business plan that
still shows the company running out of money by the end of the year; however, it requires an additional $300
million for Solyndra to reach cash flow breakeven,

This is driven by several issues, including the company’s failure to meet the spring projections in each of the
last two quarters, but the primary driver is a revised working capital assumption. The other plan adjustments
are ASP reduction of 5%, slower Fab 2 ramp, bill of materials and R&D reduced and sales and marketing

increased. Brian has imposed several cost cutting measures that early indications had Solyndra stretching its

cash into February, however, the reality of our unsold inventory this quarter (_
# and our AR collection period has pulled the cash need
ack to the end of the year. The new plan leaves all other production parameters the same and Brian is quick to

point out that he is still getting his head around these assumptions and cannot with certainty underwrite these.

Brian has visited all of our major US customers and has reached the same conclusion that I reached last spring
“which is that our customers who understand Solyndra’s product and the rooftop market love the product —
typically they lead with 2 Solyndra only solution. However, we have done such a poor job developing our
markets and we don’t have channels robust enough to zbsorb all of our current production (much less all of the
Fab 2 output which is the basis for slowing down Fab 2’s ramp). . *
1
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Instead of appropriately developing the sales channels for our specific markets (low load, low slope highly
engineered rooftops — which is a very big market and no one else can be on these rooftops), Gronet and his team
relied heavily on the European distributors to absorb our panels — and we were deeply discounting the panels at
the end of each quarter to sell out. The distributors are the worst customer for Solyndra as they take our panels
in inventory and do not develop the appropriate end users (this was driving some of the customer satisfaction
issues earlier in the year). This channel stuffing started in 2010 as we were responding (poorly) to the Chinese
pricing (China went from 10% to 50% of the worldwide solar market in an 18 month period). This quarter
management realized that our distributor partners had of unsold inventory in the channel and they made
the decision to start letting this inventory sell throu

Goldman does not believe that a financial investor with make an investment in Solyndra without seeing two
good quarters of performance — pricing strength was a nice surprise but missing both sales and production
targets is a bad fact pattern. Q4 and Q1 are the seasonal low period for solar installations as snow and weather
prevent projects from being installed in some of the biggest solar markets in the world (Germany, New Jersey,
Canada, and Belglum) We are gaining traction in southern Europe, however, the sales cycle in Italy, Greece,
Spain and France is 9 to 18 months versus 3 to 6 months in the more mature solar markets. Accordingly, a
financial investor will be very hard to attract in Q4.

Bridging the company through Q1 or Q2 is a dangerous prospect as well as it takes $100 million to get the
company through Q1 and over $150 million (in total) to get through the first 6 months of 2011 and the company
will likely have a tough Q1. Goldman is going to go out to the bigger financial investors who can write a
significant check and the current investors {primarily Argonaut and Madrone) have indicated that we would
most likely participate in a fully funded plan (so Goldman is looking for an investor to write a $150 to $200
million check). The revised plan requires $200 million to reach ebitda positive (but peak cash need is $300
million).

Goldman is more hopefi1l that a strategic or large industrial will be interested in making an investment., They
are adamant that any of these groups would want this to be a control transaction (i.e. either buy out the current
investors — which would not get everyone whole; or invest directly in the company for at least Sl%i. Goldman

has about 20 industrial strategics and 6 solar strategics they are going out to. They consider
as the most likely investor, however, there have been several investments made by

Mey have been surprised by the ultimate investor each time

Obviously this is very disappointing news and not what I want to be reporting back to you — for that I am

sorry. It is incredibly frustrating as Solyndra does have a differentiated product and our customers that
understand its differentiation are big fans. As mentioned above, the company failed to develop the appropriate
market channels in 2009 and the “going concern” statement that was issued by E&Y in connection with the §-1
clearly spooked the market and got the rumors going. We fought the S-1 filing but ultimately caved as we were
the only hold out against going public — what happened with the Chinese manufacturers would have occurred
anyway — but we did ourselves no favors by putting out very confusing cost information with no ability to refute
the bloggers.

We are not just sitting back and hoping that Goldman can pull a rabbit out of the hat. Management has been
working on several different scenarios over the weekend and we have a call at 2pm tomorrow to discuss these
and start to formulate a strategy. The leading thought is too dramatically slow down Fab 2, essentially finish it
and put it on ice for a year, skinny down our funding requirement (I don’t know those figures yet) and spend
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2011 further developing our market channels and bring Fab 2 online one year late. This requires a concession -
from the DOE — which they should do as it protects jobs and is a far better solution than handing them the keys
in January. However, it is the federal government and this could become politically charged very quickly, We
are also planning to ask the DOD 1o execute a purchase order to buy our panels — DOD has 3X the rooftops of
Wal-mart and is the biggest consumer of electricity in the US (and wants to buy solar panels). We are still
exploring the right way to approach this without getting bogged down in all of the government pitfalls {the US
needs a Premier for just one day). The current thinking is that the White House chief of staff is the right person
to approach ~ obviously big changes in that role and they have asked who has strong connections there,

This is obviously still very half baked but we are trying to act with a sense of urgency and I want to be as
transparent to you as possible and get your feedback, thoughts and direction as well, I will update you after
tomorrow’s call and we have a full board meeting on Wednesday (phone) to hopefully set a back up course if
Goldman fails.

Two things to note, the DOD has the capacity to easily sign a 300MW three year purchase order for our panels
~ this would have to be through a “carve out” that occurs outside of the traditional RFP process through

GSA. This would be incredibly difficult to pull off but we are preparing the proposal (no special pricing high or
low, just market pricing and the DOD is expected to buy more solar panels than this over the next 3 years —that
is not confirmed). Second, we are going to have to update the DOE within the next 10 days as this plan is
materially different than our loan agreement contemplates and we require a variance, If DOE decides to
withhold funding on the Fab 2 loan this would bring all of this too a head much sooner as the DOE draws cover
a good portion of our overhead as well.

Steve
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From: steve Mitchell NG
Sent; ‘ Wednesday, October 06, 2010 6:15 PM
To: Ken Levit; George Kaiser

Subject: Re: Solyndra Update

Ken,

I will get you the lobbyist information. | know nething about Washington politics but the WH probably gets hundreds if
not thousands of requests a week. | think they were just hoping that George may have a more direct pathway for getting
a meeting set up. I've warned them that we probably don't and that all of our Washington efforts have always been
around philanthropy but that | would ask.

From: Ken Lev
Sent: Wednesday, October 06, 2010 12:27 PM

To:
Ce:
Subject: Re: Solyndra ate

Sorry to jump in... But what's the story w Salyndra lobbyists? Who are they again? Can they not get a DoE meeting or
reach out to WH? I'd rather consult with them for them to do this than have this come from us. It's really quite hard to
engineer an ask like that to WH Chief of Staff from GKFF or GBK. Our relationship is based on completely different
issues. George may feel differently but 1 think it's real tricky.

Subject RE: Solyndra Update

George,

We had another call {ast night and we continue to eliminate Plan B options that we dont beleive the DOE will support (we
need the DOE to continue funding draws on the loan or Solyndra's Issues are accelerated). To be ctear, Gotdman is still
rmarching forward and following today's board cail they will start approaching financlals and st

is apparently teed up to call this week or next

However, the company and

shareholders feel it is necessary to have a plan B mapped out if we cannot find an outside investor to provide capital for
the fully funded plan. In addition, in light of the circumstances and the revised business plan that was adopted last week,
we are obligated (and should anyway) to communicate the revised circumstances with the DOE,

The most viabie Plan B oplion is shaping up to be a plan in which Solydnra shuts down Fab 1 and uses the Fab 1
equipment to finish fines 2 8 3 of Fab 2, Line 1 is complete and the company will conserve capital by not paying for the
additional equipment. DOE ends up with a finished Fab 2 for the same capltal. This pushes Solyndra's ramp out for
about 6 months and gives us much needed time to continue to develop the market channels that we need to develop
(Brian is in Europe and he continues to believe that we have a pnoduct that customers want - we just need to partner
better with the appropriate pariners).
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- This plan is still shaping up but it appears to push off the need for any additicanal capital until March ¢they cautloned this
could be Feb or April as this firns up) and that the additional capital for this plan would be appreximately $100 to $125
million. This capital would enable us to reach cash flow break even and the 2013 ebitda run rate would bé in the range of
$200 million. [should have much better numbers later taday but | wanted to give you the headline numbers we were
looking at last night. We have significant asks of the DOE (continue to fund under the current funding schedule, push off
payment for another year (May 2013 instead of May 2012, pay for any additional credit subsidy, change amortization from
5 years to 7 years, do not hold $30 million in completion reserves). In exchange, Solyndra will contribute Fab 1
equipment to Fab 2, provide a full corporate guaranty and give the DOE a securily in the intellectual property as well.

Jonathan is spending the week in Fremont asslsting the finanacial team In all modelling - this gives us complete access to
all of the assumptions that are being made as we underwrite the vaibiity of any new plans. ! will attend all negotiations
and meetings with the DOE and any other government agencies. We are trying to schedule a meeitng with the DOE next
Thursday. In addition, the consensus is that a meeting with the new White House Chief of Staff is the best avenue to
approach the administration for suppornt on the DOE fron istance in securing any type of procurement
committments form the govemment or the military. BothWnd I entioned that you and or Ken Levit may
have a fairly good relationship there. Are you open to helping Solyndra secure a meeting - the desired date would be next
Friday if at all possible but | will firm that up &s we hear from the DOE.

We have a board meeting today and another run through the various scenarios as the numbers are firmed up. | will
provide another update and we should probably sit down for an hour later this week if you can. If not, 1 will give you afl the
detalls you need via emails.

Steve

From: Steve Mitchell
Sent: Mon 10/4/2010 10:05 PM

To: George Kaiser
mM
Subject: RE: Solyndra 3 -

Gaorge,

Jamie McJunkin from Madrone and | had our call with management today to go over plans that wouid be an alternative
‘option for the company in the event Goldman Sachs is not successful in securing an outside investment

participated as well), These plans are very much a work in process and we are siill langely eliminating varicus optlons that
would not work. In every case Solyndra needs a plan that will gamer the support of the DOE as any diversion from the
current business plan would be in violation of the debt covenants,

The leading option appears to a plan in which Solyndra uses the Fab 1 equipment to finish the final two lines of Fab 2 (the
first line of Fab 2 is complete). The company would then ramp up Fab 2 over 2011 with production heavily weighted to
the 2nd haif of 2011. This glves them time to develop the appropriate sales and marketing channels to justify the ramped
production and greatly reduces the overhead required to operate two facilities. This also gives the DOE the same security
they would have If we completed Fab 2 with new equipment, however, under a slower ramp - In exchange we would be
requesting a deferred and longer amortization schedule and that they continue to fund under the current funding
schedule. The downside is that on a fully ramped basis the company has app. less of production capacity -
but a much more efficient overhead structure as Fab 1 Is.toc small to reach the appropriate efficiencles, We don't know
the capital need that this plan requires, nor do we have a clear picture of the finangial projections of such a plan.

We have another call at 4pm tomomow and | will update you again as this starls to shape up but | don't see a reason to
meet until we have something more definitive to discuss.

Steve
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From: George Kaiser
Sent: Mon 10/4/2010 7:05 AM
To: Steve Mitchell

<
Su T RE:

Let's set up a meeting after the board meeting unless you feel it should be between the call and
the board meeting.
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From: Steve Mitchell
Sent: Sunday, October 03, 2010 11:27 PM

To: George Kalser
Cc: Steve Mitchell
Subject: tw: Solyndra a _

From: Steve Mitchell

Sent: Sunday, October 03, 2010 11:29 PM
To: Steve Mitchell

Subject: Solyndra Update

George,

I spent a day with management and Goldman Sachs last week to discuss Solyndra, get a better understanding of
the state of the business right now, hear Brian Harrison’s down load after almost 2 months on the job and I then
attended the full board meeting the following day. Unfortunately the update was not encouraging. As you
know, the current shareholders bridged the company with $175 million early this summer with an understanding
that Solyndra needed an additional $175 to $225 million to reach cash flow break even and that this money
would need to be raised by the end of the year. This was based on a base case revised business plan that the
company (along with the investors) set out in early spring when we were rescting to the dramatic decline in
ASP as China started to dominate the solar market. Last week we were presented an updated business plan that
still shows the company running out of money by the end of the year; however, it requires an additional $300
million for Solyndra to reach cash flow breakeven.

This is driven by several issues, including the company’s failure to meet the spring projections in each of the
last two quarters, but the primary driver is a revised working capital assumption. The other plan adjustments
are ASP reduction of 5%, slower Fab 2 ramp, bill of materials and R&D reduced and sales and marketing

increased. Brian has imposed several cost cutting measures that early indications had Solyndra stretching its
cash into February, however, the reality of our unsold inventory this quarter m
mmd our AR collection period has pu e cash n

ack to the end of the year. The new plan leaves all other production parameters the same and Brian ts quick to

point out that he is still getting his head around these assumptions and cannot with certainty underwrite these.

Brian has visited all of our major US customers and has reached the same conclusion that I reached last spring’
which is that our customers who understand Solyndra’s product and the rooftop market love the product —
typically they lead with a Solyndra only solution. However, we have done such a poor job developing our
markets and we don’t have channels robust enough to absorb all of our current production (much less all of the
Fab 2 output which is the basis for slowing down Fab 2’s ramp).
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Instead of appropriately developing the sales channels for our specific markets (low load, low slope highly
engineered rooftops ~ which is a very big market and no one else can be on these rooftops), Gronet and his team
relied heavily on the European distributors to absorb our panels — and we were deeply discounting the panels at
the end of each quarter to sell out, The distributors are the worst customer for Solyndra as they take our panels
in inventory and do not develop the appropriate end users (this was driving some of the customer satisfaction
issues earlier in the year). This channel stuffing started in 2010 as we were responding (poorly) to the Chinese
pricing (China went from 10% to 50% of the worldwide solar market in an 18 month period). This quarter
management realized that our distributor partners had of unsold inventory in the channel and they made
the decision to start letting this inventory sell throu

Goldman does not believe that a financial investor with make an investment in Solyndra without seeing two
good quarters of performance - pricing strength was a nice surprise but missing both sales and production
targets is a bad fact pattern. Q4 and Q1 are the seasonal low period for solar installations as snow and weather
prevent projects from being installed in some of the biggest solar markets in the world (Germany, New Jersey,
Canada, and Belgium). We are gaining traction in southern Europe, however, the sales cycle in Haly, Greece,
Spain and France is 9 to 18 months versus 3 to 6 months in the more mature solar markets. Accordingly, a
financial investor will be very hard to attract in Q4.

Bridging the company through Q1 or Q2 is a dangerous prospect as well as it takes $100 million to get the
company through Q1 and over $150 million (in total) to get through the first 6 months of 2011 and the company
will likely have a tough Q1. Goldman is going to go out to the bigger financial investors who can write a
significant check and the current investors (primarily Argonaut and Madrone) have indicated that we would
most likely participate in a fully funded plan (so Goldman is looking for an investor to write a $150 to $200
million check). The revised plan requires $200 million to reach ebitda positive (but peak cash need is $300
million). '

Goldman is more hopeful that a strategic or large industrial will be interested in making an investment. They
are adamant that any of these groups would want this to be a control transaction (i.e. either buy out the current
investors — which would not get everyone whole; or invest directly in the company for at least 51%). Goldman
has about 20 industrial strategics and 6 solar strategics they are going out to. They consider

as the most likely investor, however, there have been several investments made by

strateilcs n struiimi clean enerﬁ comianies and they have been surprised by the ultimate investor each time

Obviously this is very disappointing news and not what I want to be reporting back to you ~ for that I am

sorry. Itis incredibly frustrating as Solyndra does have a differentiated product and our customers that
understand its differentiation are big fans. As mentioned above, the company failed to develop the appropriate
market channels in 2009 and the “going concern” statement that was issued by E&Y in connection with the S-1
clearly spooked the market and got the rumors going. We fought the S-1 filing but ultimately caved as we were
the only hold out against going public — what happened with the Chinese manufacturers would have occurred
anyway — but we did ourselves no favors by putting out very confusing cost information with no ability to refute
the bloggers.

We are not just sitting back and hoping that Goldman can pull a rabbit out of the hat. Management has been
working on several different scenarios over the weekend and we have a call at Zpm tomorrow to discuss these
and start to formulate a strategy. The leading thought is too dramatically slow down Fab 2, essentially finish it
and put it on ice for a year, skinny down our funding requirement {I don't know those figures yet) and spend
2011 further developing our market channels and bring Fab 2 online one year late. This requires a concession
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from the DOE - which they should do as it protects jobs and is a far better solution than handing them the keys
in January. However, it is the federal government and this could become politically charged very quickly, We
are also planning to ask the DOD to execute a purchase order to buy our panels — DOD has 3X the rooftops of
Wal-mart and is the biggest consumer of electricity in the US (and wants to buy solar panels). We are still
exploring the right way to approach this without getting bogged down in all of the government pitfalls (the US
needs a Premier for just one day). The current thinking is that the White House chief of staff is the right person
to approach — obviously big changes in that role and they have asked who has strong connections there.

This is obviously still very half baked but we are trying to act with a sense of urgency and I want to be as
transparent to you as possible and get your feedback, thoughts and direction as well. I will update you after
tomorrow’s call and we have a full board meeting on Wednesday (phone) to hopefully set a back up course if
Goldman fails. '

Two things to note, the DOD has the capacity to easily sign a 300MW three year purchase order for our panels
~—this would have to be through a “carve out” that occurs outside of the traditiona! RFP process through

GSA. This would be incredibly difficult to pull off but we are preparing the proposal (no special pricing high or
low, just market pricing and the DOD is expected to buy more solar panels than this over the next 3 years — that
is not confirmed). Second, we are going to have to update the DOE within the next 10 days as this plan is
materially different than our loan agreement contemplates and we require a variance. If DOE decides to
withhold funding on the Fab 2 loan this would bring all of this too a head much sooner as the DOE draws cover
a pood portion of our overhead as well.

Steve
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From: steve Mitche!! [ ENERGNEGEGcNGNGG

Sent: Wednesday, October 06, 2010 7:36 PM
To: j i
Cc:

Subject: FW: Sclyndra Update

Here are the groups we are using. This gives a little color around lobbyists and the Recovery Act as well,

From;
Sent: Wednesday, 010 2:26 PM
To: Steve Mitchell; Bill Stover
Subject: RE: Solyndra Update

Steve McBee's firm are our high-level political/policy consultants. McAilister and Quinn Is another firm that serves as
our workhorses for the many meetings required with the Defense Department, GSA, individual military bases and
Congress to get from few/no government sales to the magnitude of sales we're after. Both of them have access into the
WH and DOE, McBee has more.

Due to the very sensitive nature of the items | believe we intend to discuss, i'm hesitant to inform any of our outside
consuftants of our facts to the extent necessary for them to really help. The de facto ban via full public disclosure of
topics and documents related to Recovery Act programs discussed with lobbyists is an obstacle to any registered
lobbyist's formal involvement in meetings, but it is secondary to the concern of apening the vault of

information. Everyone in Washington will be trying to access Pete Rouse for the next few weeks and if Mr. Kaiser has a
long personal relationship with him he'll get to the head of the line and we wouild not need to grapple with the issues
above. If that's not feasible or we are willing to bring the McBee folks fully in the loop then we could use their services
for the task, though | have serious concerns with sharing such info with McBee's firm.

| hope this is helpful, and I'm glad to answer questions.

From Steve M:tchell |

Sent: Wednesda r
To: 'sill stover; N
Subject: RE: ndra Update

Thanks, Are we following i:p with the guy from the White House who called Gronet after Obama visited the factory in
May? ‘

e P S PSS ke cih weenn s

From: _ '
Sent: Wednesday, October 06, 2018 1:47 PM
To: Steve Mitchelt; Bill Stover SN

Subject: Re: Solyndra Update

Please lay out for Steve our washington consultants and the extent and strength of their contacts at the high levels of the
Administration. :
: 1
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Steve,

I am sure that they are not as strong as George's. | also believe that George (and/or you as his proxy) should be part of
the Solyndra team at such a meeting. An owner presence i believe Is key to understanding the problems, to appreciating
the actions we are taking to insure the success of the company and to receiving a positive response.

We should plan to dircle up after Joe proVides the back up for you.
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From: Steve Mitchell

Sent: : Wednesday, October 06, 2010 6:54 PM
To: Ken Levit
Subject: let's discuss

Ken, I get that this seems economic and for profit on many levels {because it is) but GKFF does have as part of its policy
mission a focus on alternative energy. Solyndra is an instance where we put our money where our mouth is, investing
5400MM in the leading solar company In the US, This represents a shining example of a public-private partnership to
jumpstart an entirely new industry that America can lead. Unfortunately, the Chinese took unfair, anticompetitive
measures to sink Solyndra and the rest of the industry. All we are asking is that the WH helps us soften some of the
terms of the DOE financing we received and work with us to give Solyndra the runway needed to take off {j.e, help us get
some orders with DOD and others — which Obama offered to do in May). If they don't, it will be a tragic failure of not just
one high-potential company, but of an Obama effort to nurture an industry of the future. AND GKFF will have $400m
less to pursue other charitable initiatives and the kind of high-risk investments this country needs for new job creation,

Does it sound like I'm pleading, because [ am!
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From: George Kaise .
Sent: Friday, October 08, 2010 12:58 PM
To: Steve Mitchell; Ken Levit

Ce:

Subject: RE: Solyndra Update

As we discussed briefly, I think the same political calculus holds for the DOD. Why don't you
pursue your contacts in the WH to follow up on the casual comment during the plant visit and we
can possibly reinforce the effort so long as it is in the form of "I thought you should know, in
case it comes up” rather than "can you help with this.”

Keep us up to speed.

From Stave Mltchefl
Sent: Wednesday,

Understood. The WH meeting is more about assistance in selling panels to the government than it is about getting the
DOE loan revised. The WH has offered to help in the past and we do have a contact within the WH that we are working
with. 1think the company Is hoping that we have some unnatural relationship that can open bigger doors - I've
cautioned them that no one really has those relationships anymore.

meGeorgeKalser e ARSI LB 814114 10 5ot 12 o ottt e e e ittt
Sent. Wednesday, Oct

I question the assumption that WH is the path to pursue when both of your issues are with
DOE. I doubt whether Rouse/Browner would intervene and, if they did, T am concerned that
DOE/Chu would resent the intervention and your problem could get more difficult. T would see
an appeal as only a last resort and, even then, questionable. We need to discuss.

..... [YPRPRR—. mrriean e PEPRP HETAL LAogaderts b dasmey s raama e g AR
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1 will get you the lobbyist infermation. ] know nothing about Washington politics but the WH probably gets hundreds if
not thousands of requests a week. | think they were just hoping that George may have a more direct pathway for getting
a meeting set up, |'ve warned them that we probably don't and that all of our Washington efforts have always been
around philanthropy but that | would ask.

Frorﬁ: Ken Levit
Sent: Wednesday, October 06, 2010 12:27 PM

To: Steve Mitchell: George Kaiser

Cci M

Subject: Re; Solyndra Update

Sormry to jump in... But what's the story w Solyndra lobbyists? Who are they again? Can they not get a DoE meeting or
reach out to WH?-I'd rather consult with them for them to do this than have this come from us. It's really quite hard to
engineer an ask like that to WH Chief of Staff from GKFF or GBK. Our relationship is based on completely different
issues. George may feel differently but | think it's real tricky.

From: Steve Mitc
To: Steve Mitchell
Cc:

Sent; Wed Oct 06 12:17:34 2010
Subject: RE: Solyndra Update

George,

We had another call last night and we continue to eliminate Plan B options that we don't beleive the DOE will support (we
need the DOE to continue funding draws on the loan or Solyndra’s issues are accelerated). To be ciear, Goldman is still
marching forward and following today's board call they will start approaching financials and strategics this wee

is apparently teed up to call this week or next

However, the company and
shareholders feel It)s necessary to have a plan B mapped o ide investor to provide capital for
the fully funded plan. In additlon, in light of the circumstances and the revised business plan that was adopted last week,
we are obligated {and sheuld anyway) to communicate the revised circumstances with the DOE.

The most viable Plan B option is shaping up to be a plan in which Solydnra shuls down Fab 1 and uses the Fab 1
equipment to finish lines 2 & 3 of Fab 2. Line 1 is complete and the company will conserve capital by not paying for the
additional equipment. BOE ends up with a finished Fab 2 forthe same capital. This pushes Solyndra's ramp out for
about 8 months and gives us much needed fime to continue to develop the market channels that we need to develop
(Brianis in Europe and he continues to believe that we have a product that customers want - we Just need to partner
better with the appropriate pariners).

This plan is stili shaping up but It appears 1o push off the need for any additivanal capital until March {they cautioned this
could be Feb or April as this fimms up) and that the additional capital for this plan would be approximately $100 to $125
million. This capital would enable us to reach cash flow break even and the 2013 ebitda run raté would be in the range of
$200 million. | should have much betier numbers later today but | wanted to give you the headfine numbers we were
looking at last night. We have significant asks of the DOE (continue to fund under the current funding schedute, push off
payment for another year (May 2013 instead of May 2012, pay for any additional credit subsidy, change amortization from
5 years to 7 years, do not hold $30 milfion in completion reserves), In exchange, Solyndra will contribute Fab 1
equipment o Fab 2, provide a full corporate guaranty and give the DOE a security in the intellectual property as well.

Jonathan s spending the week in Fremont assisting the finanacial team in all modelling - this gives us complete access to
all of the assumptions that are being made as we underwrite the vaibiity of any new plans. | will attend all negotiations
and meetings with the DOE and any cther govemnment agencies, We are trying te schedule a meeitng with the DOE next
Thursday. In addition, the consensus is that a meeting with the new White House Chief of Staff is the best avenue to
appreach the administration for support on the DOE front and for assistance in securing any {ype of procurement
commifiments form the government or the military. Both and [l mentioned that you and or Ken Levit may
have a fairly goad relationship there. Are you open to helping Solyndra secure a meeting - the desired date would be next
Friday if at all possible but | will firm that up as we hear from the DOE.

2
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We have a board meeting today and another run through the varlous scenarios as the numbers are firmed up, | will
provide another update and we should probably sit down for an hour later this week if you can. ¥ not, | will give you ali the
detaits you need via emails. ’

Steve

l:mmgteveMltchell e e e oo
Sent: Mon 10/_4/2010 10:05 PM

To:
c«% el
Subject: RE: Solyndra Update .

George,

Jamie McJunkin from Madrone and | had our call with management today to go over plans that would be an alte e
option for the company in the event Goldman Sachs is not successful in securing an outside investmentﬂ
participated as well). These plans are very much a work in process and we are still largely eliminating various oplions that
would not work. In every case Solyndra needs a plan that will gamer the support of the DOE as any diversion from the
currert business plan would be in violation of the debt covenants. '

The leading option appears to & plan in which Solyndra uses the Fab 1 equipment to finish the final two lines of Fab 2 (the
first line of Fab 2 is comnplete). The company would then ramp up Fab 2 over 2011 with production heavily weighted 1o
the 2nd half of 2011. This gives them time to develop the appropriate sales and marketing channels to justify the ramped
production and greatly reduces the overhead required to operate two facilities. This also gives the DOE the same security
they would have if we completed Fab 2 with new equipment, however, under a slower ramp - in exchange we would be
requesting & deferred and longer amortization schedule and that they continue to fund under the current funding
schedule. The downside s that on a fully ramped basls the company has app. 80 to T00MW less of production capacity -
but a much more efficient overhead structure as Fab 1 is too small to reach the appropriate efficiencies. We don't know
the capital need that this plan requires, nor do we have a clear piciure of the financial projections of such a plan.

We have ancther call at 4pm tomormow and | will update you again as this staris to shape up but | don't see a reason to
meet until we have something more definitive to discuss. .

Steve

From: George Kaiserm '
Sent: Mon 10/4/2010 7:05 AM

To: Steve Mitchell
c= [ -
Su T RE.

Let's set up a meeting after the board meeting unless you feel it should be between the call and
the board meeting.

From; Steve Mitchel]
Sent: Sunday, October 03, 2010 11:27 PM

To: George Kaiser
mPﬂm Mitchell
Subject: Fw: S0lyndra Update ' . .
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From: Steve Mitchell

Sent: Sunday, October 03, 2010 11:24 PM
To: Steve Mitchel|

Subject: Solyndra Update

George,

I spent & day with management and Goldman Sachs last week to discuss Solyndra, get a better understanding of
the state of the business right now, hear Brian Harrison’s down load after almost 2 months on the job and I then
attended the full board meeting the following day. Unfortunately the update was not encouraging. As you
know, the current shareholiders bridged the company with $175 million early this summer with an understanding
that Solyndra needed an additional $175 to $225 million to reach cash flow break even and that this money
would need to be raised by the end of the year. This was based on a base case revised business plan that the
company (along with the investors) set out in early spring when we were reacting to the dramatic decline in
ASP as China started to dominate the solar market. Last week we were presented an updated business plan that
still shows the company running out of money by the end of the year; however, it requires an additional $300
million for Solyndra to reach cash flow breakeven.

This is driven by several issues, including the company’s failure to meet the spring projections in each of the
last two quarters, but the primary driver is a revised working capital assumption. The other plan adjustments
are ASP reduction of 5%, slower Fab 2 ramp, bill of materials and R&D reduced and sales and marketing

increased. Brian has imposed several cost cutting measures that early indications had Solyndra stretching its
cash into Feb however, the reality of our unsold inventory this quarter m
mmd our AR collection period has pulled the cash need

ack to the end of the year. The new plan leaves all other production parameters the same and Brian is quick to
point out that he is still getting his head around these assumptions and cannot with certainty underwrite these.

Brian has visited all of our major US customers and has reached the same conclusion that I reached last spring
which is that our customers who understand Solyndra’s product and the rooftop market love the product —
typically they lead with a Solyndra only solution. However, we have done such a poor job developing our
markets and we don’t have channels robust enough to absorb all of our current production (much less all of the
Fab 2 output which is the basis for slowing down Fab 2’s ramp).

Instead of appropriately developing the sales channels for our specific markets (low load, low slope highly
engineered rooftops — which is a very big market and no one else can be on these rooflops), Gronet and his team
relied heavily on the European distributors to absorb our panels — and we were deeply discounting the panels at
the end of each quarter to sell out. The distributors are the worst customer for Solyndra as they take our panels
in inventory and do not develop the appropriate end users (this was driving some of the customer satisfaction
issues earlier in the year). This channel stuffing started in 2010 as we were responding (poorly) to the Chinese

- pricing (China went from 10% to 50% of the worldwide solar market in an 18 month period). This quarter
management realized that our distributor partners had i j
the decision to start letting this inventory sell thr

Goldman does not believe that a financial investor with make an investment in Solyndra without sceing two
good quarters of performance - pricing strength was a nice surprise but missing both sales and production
targets is a bad fact pattern, Q4 and Q1 are the seasonal low period for solar installations as snow and weather

4
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prevent projects from being installed in some of the biggest solar markets in the world (Germany, New Jersey,
Canada, and Belgium). We are gaining traction in southern Europe, however, the sales cycle in Italy, Greece,
Spain and France is 9 to 18 months versus 3 to 6 months in the more mature solar markets. Accordingly, a
financial investor will be very hard to attract in Q4.

Bridging the company through Q1 or Q2 is a dangerous prospect as well as it takes $100 million to get the
company through Q1 and over $150 million (in total) to get through the first 6 months of 2011 and the company
will likely have a tough Q1. Goldman is going to go out to the bigger financial investors who can write a
significant check and the current investors (primarily Argonaut and Madrone) have indicated that we would
most likely participate in a fully funded plan (so Goldman is looking for an investor to write a $150 to $200

million check). The revised plan requires $200 million to reach ebitda positive (but peak cash need is $300
million).

Goldman is more hopeful that a strategic or large industrial will be interested in making an investment. They
are adamant that any of these groups would want this to be a control transaction (i.¢. either buy out the current
investors — which would not get everyone whole; or invest directly in the company for at least SI%i. Goldman

has about 20 industrial strategics and 6 solar strategics they are going out to. They consider
as the most likely investor, however, there have been several investments made by

strategics in stmiiling clean enerii comianies and they have been surprised by the uitimate investor each time

Obviously this is very disappointing news and not what I want to be reporting back to you — for that I am

sorry. It is incredibly frustrating as Solyndra does have a differentiated product and our customers that
understand its differentiation are big fans. As mentioned above, the company failed to develop the appropriate
market channels in 2009 and the “going concern” statement that was issued by E&Y in connection with the S-1
clearly spooked the market and got the rumors going. We fought the 8-1 filing but ultimately caved as we were
the only hold out against going public — what happened with the Chinese manufacturers would have occurred
anyway — but we did ourselves no favors by putting out very confusing cost information with no ability to refute
the bloggers. '

We are not just sitting back and hoping that Goldman can pull a rabbit out of the hat. Management has been
working on several different scenarios over the weekend and we have a call at 2pm tomorrow to discuss these
and start to formulate a strategy. The leading thought is too dramatically slow down Fab 2, essentiaily finish it
and put it on ice for a year, skinny down our funding requirement (f don’t know those figures yet) and spend
2011 further developing our market channels and bring Fab 2 online one year late. This requires a concession
from the DOE - which they should do as it protects jobs and is a fiir better solution than handing them the keys
in January. However, it is the federal government and this could become politically charged very quickly. We
are also planning to ask the DOD to execute a purchase order to buy our panels - DOD has 3X the rooftops of
Wal-mart and is the biggest consumer of electricity in the US {and wants to buy solar panels). We are stili
exploring the right way to approach this without getting bogged down in all of the government pitfalls (the US
needs a Premier for just one day). The current thinking is that the White House chief of staff is the right person
to approach — obviously big changes in that role and they have asked who has strong connections there.

This is obviously still very half baked but we are trying to act with a sense of urgency and I want to be as
transparent to you as possible and get your feedback, thoughts and direction as well. I will update you after
tomorrow’s call and we have a full board meeting on Wednesday (phone) to hopefully set a back up course if
Goldman fails,

Two things to note, the DOD has the capacity to easily sign a 300MW three year purchase order for our panels
— this would have to be through a “carve out” that occurs outside of the traditional RFP process through
GSA. This would be incredibly difficult to pull off but Wwe are preparing the proposal (no special pricing high or

5
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low, just market pricing and the DOD is expected to buy more solar panels than this over the next 3 years —that
is not confirmed). Second, we are going to have to update the DOE within the next 10 days as this plan is
materially different than ourloan agreement contemplates and we require a variance. If DOE decides to
withhold funding on the Fab 2 loan this would bring all of this too a head much sooner as the DOE draws cover
a good portion of our overhead as well,

Steve
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From: Steve Mitchell

Sent: Thursday, October 07, 2010 1:34 AM
To: George Kaiser; Ken Levit

Subject: FW: Solyndra Update

Here are the groups we are using. This gives a little color around lobbyists and the Recovery Act as well,

010 2:26 PM

Sent: Wedn Y,
It; s Bill Stover

To: Steve Mitche
Subject: RE: Solyndra Update

Steve McBee's firm are our high-level political /policy consultants, McAllister and Quinn is another firm that serves as
our workhorses for the many meetings required with the Defense Department, GSA, individual military bases and
Congress to get from few/no government sales to the magnitude of sales we're after. Both of them have access into the
WH and DOE, McBee has more,

Due to the very sensitive nature of the items | believe we intend to discuss, I'm hesitant to inform any of our outside
consultants of our facts to the extent necessary for them to really help. The de facto ban via full public disclosure of
topics and documents related to Recovery Act programs discussed with lobbyists is an obstacle to any registered
lobbyist's formal involvement in meetings, but it is secondary to the concern of opening the vault of

information. Everyone in Washington will be trylng to access Pete Rouse for the next few weeks and if Mr. Kaiser has a
long personal relationship with him he’ll get to the head of the line and we would not need to grapple with the issues
above. If that's not feasible or we are willing to bring the McBee folks fully in the lcop then we could use their services
for the task, though | have serious concerns with sharing such info with McBee's firm.

| hope this is helpful, and I'm glad to answer questions,

Ctus abg ph s Y ne 3 bk sy s bt ¥ as s refroh b a e s s E e ke sl b4 T e £ A aSS EEE BRSO AR Jr— g S S P IS N T

From: Steve ﬁi&ﬁéﬁF‘
ctober m PM

Sent: Wednesday, O
To:i Bill Stover;

Subject: RE: Solyndra Upda

Thanks. Are we following up with the guy from the White House who called Gronet after Gbama visited the factory in
May?

By B vnm NS RaC s <hsprcmpatersdd s el eh A Eab e ba s ed e r e b RSk AT b W DL A AR

Sent: Wednesday, Cctober 06, 2010 1:47 PM
To: Steve Mitchell; Bill Stover;
Subject: Re: Solyndra Update

Please lay oul for Steve our washington consultants and the extent and strength of thelr contacts at the high levels of the
Administration.

1
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Steve,

I am sure that they are not as sirong as George's. | also believe that George (andlnf you as his proxy} should be part of
the Solyndra team at such a meeting. An owner presence | believe is key to understanding the problems, to appreclating
the actions we are taking to insure the success of the company and to receiving a positive response.

We should plan to circle up after Joe provides the back up for you,
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7118/2012 1:13 PM

it nnn

AVI-HCEC-0017803
AVI-HCEC-0017803
AVI-HCEC-0017803
AVI-HCEC-0017803

From-

Sent:

To:

Subject:

It really looks fike a good list. Highlights early ed and energy, probably your two distinguishing areas of
expertise of

interest to him,

With NEPI, | like the shout-out to Brad (and probably Knowles) as Barack likes Brad quite a bit. Should |
ask Brad to put

together his paper (s)?

Subject to Joel's advice, it seems like an aside to Messina that sounds like "Jim, is there an effective,
appropriate channel

to make the case to DoD for Solyndra product given the fact that the USG has an important stake in the
company? No

desire to jump in front of process but seems like Administration has a legitimate interest in making sure
the Solyndra

product has every opportunity to compete in the DoD process. Is there a person an appropriate parson
either at WH or

DoD who looks at these kinds of things? |f so, how best to secure a conversation?"

... Original Message
From: Kt

. U,

Subject: A couple of topics?

Tulsa Educate:

Many articles (bring copies) showing how green energy manufacturing from
American designs is going overseas to China. A solar company we own can get
orders from Spain and Belgium and Hungary but not from the DOD, What plans do
you have to encourage green job companies with strong local manufacturing
cantent in the US? What about the 30% credit applying o manufacture as well as
installation here?

NEPI- Enhanced pertfolio standard - bring Brad treatise and copy of report

| support tax on rich people- The Giving Pledge =

AVI-HCEC-0017803

<<<{Unspecified) / 1 >>>
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From: Ken Levit

Sent: Saturday, October 23, 2010 4:41 PM
To: 'George Kaiser'
Subject: RE: BHO

Read the report at 3 AM, won't admit refreshing my bberry every 10 minutes for most of the night,

Look forward to the download, to include details onfl essina, etc, Really glad it worked out as it did. | don't see
how there could have been a better Opportunity to get a forum like that with him. Incredible, ‘

- etc, will be desperate to get your sense on -Obviouslv, we should ponder what the implications are on
energy for Solyndra, NEPI, etc, perhaps with-Steve and even Tony.,

=----0Original Messag@-----
Sent: Saturday, October 23, 2010 12:28 AM

To: Ken Levit
Subject: BHO

Got a fair amount of points made and es eclally the connection. He volunteered before | said anything that we were the
national model for ECE. ! asked aboutiand he sald what we wanted to hear. [ taiked in general about the Chinese

and solar but didn't want to get too specific with him. Talked to Messina about government agencies bypassing the Bu
American Act and he said they were drafting a direct| ever mentioned Solyndra directly._

More when ] get back,
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From: George Kalser

Sent: : Friday, October 29, 2010 11:14 PM

To: Steve Mitchell

Subject: : RE: RE: Information re Chinese competition for Solyndra

—

I gained more access than I expected. The President stayed for almost two hours and they
seated me next to him at the table with a total of about 18 people. We spoke about numerous
subjects (he started by saying we were the national model for early childhood education)
including conventional and alternative energy. I did not name Solyndra specifically and don't
know how good his staff work was but I did talk to him about the Chinese subsidy over the past
nine months and the effect it was having on US solar and wind manufacturers and that - even
though I strongly believe in free trade - T thought that a more aggressive trade policy with the
Chinese was essential. T suggested that focusing on currency was not enough or even more
effective than addressing direct subsidies outright. I then indicated that, without this kind of
approach, we could have structural unemployment that would make "7% the new 4%" for
unemployment because of the portion of our manufacturing base that has been outsourced to
China during the past 15 years. He sald that structural unemployment was one of the two things
that keep him up at night (the other is nuclear proliferation). He said that these issues would be
addressed aggressively at the 6-20.

I also spoke with Jim Messina (deputy chief of staff to both Rahm Emanuel and Pete Rouse)
who was chief of staff for the 2008 campaigh and will soon resign to run the next campaign. I
said that T understood that the Buy American Act was being bypassed by "agencies of
government” (I didn't say specifically DOD) either by buying from "American” companies which
sourced their supplies from abroad or by entering into power purchase agreements with third
parties who in turn sourced their equipment from non-American suppliers. He seemed quite
aware of that problem and said they were preparing a directive to deal with it. T can follow up
with him on that subject during a trip to DC early next year if he is still in the White House (or
with Pete Rouse).

I think Ken's idea for a DOD consultant sounds like a good one.

From: Steve Mitchell

Sent; Friday, October 29, 2010 3:44 PM

To: George Kaiser

Subject: RE: Information re Chinese competition for Solyndra

George,

How was last Friday night? Were you able to discuss solar, China or Solyndra?
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Steve

l-‘ron';: George Kalser
Sent: Saturday, October 16, 2010 8:57 AM

To: Steve Mitchell; —
Subject: Information re Chinese competition for Solyndra

I will be having dinner Friday night with Majority Leader Harry Reid and President Obama and a
few others. Please give me some sound bytes I can use regarding unfair Chinese competition
{and even the DOD opportunities). Here is ¢ NYT article from today:

Oclober 15, 2010

U.S. to Investigate China’s Clean Energy Aid

By SEWELL GHAN and KE|TH BRADSHER

The economic tension between the United States and China escalated on Friday, as the Obama administration pledged to investigate
Beijing’s subsidies to its growing clean energy industries while delaying a politically volatile report on the Chinese cirrency.

The approach — part carrot, part stick — reflected the delicate balance the administration is trying to strike in a campaign year by taking
2 newly assertive posture over China's trade and commercial policies, while pursuing delicate negotiations as an alternative to
confrontation,

Hours after the Office of the United States Trade Representative announced au investigation into China’s support for makers of wind
and solar energy products, advanced batteries and energy-efficient vehicles, the Treasury Depsartment said it would delay its semiannual
report on foreign-exchange rates, which was due Friday, and could be critical of Beijing's efforts to keep its currency artificially low,

The Treasury delayed the last such report, due April 15, until July 8.

The United States last branded China a currency manipulator, a designation that could lead to retaliatory tariffs, in 1994. Successive
administrations have since declined to do so, arguing that it would be counterproductive. But as China has been blamed for a loss of
American jobs, members of Congress, and now administration officials, bave become increasingly critical of Befjing's reluctance to
permit ‘gfeater exchange-rate flexibility. In June, Beijing agreed to do so, but then balked.

Still, since early September, the renminbi has risen by about 2.5 percent relative to the dollar, and a Treasury statement on Friday
“recognized China’s actions since early September to accelerate the pace of cnrrency appreciation, while noting it is important to sustain

this course.”

The Treasury secretary, Timothy F. Geithner, has become more pointed in his criticisms of China, warning recently that China had set
off a “damaging cycle” of “competitive nonappreciation” in which countries aimed to block their currencies from rising in value to

support their exporters, -

In its statement Friday, the Treasury said that by stimulatiug Chinese consumer spending and allowing the renminbi to rise in value,
“China will make a significant positive contribution to the global rebalancing effort, help reduce pressure on those emerging market
economies that have more flexible exchange rates, and provide a more level playing field for trading partners around the world.”

2
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On the trade subsidy challenge, the United States trade representative, Ron Kirk, said his office would investigate a complaint filed by
the United Steelworkers, one of the nation’s Jargest unions, on Sept. 9. The complaint asserled that China had violated ils obligations
under the World Trade Organization,

"This is 2 vitally inportant sector for the United States,” My, Kirk said. “Green techuology will be an engine for the jobs of the future,
and this administration is committed to ensuring a level playing field for American workers, businesses and green technology

entrepreneurs.”

A spokesman for the Chinese embassy in Washington, Wang Baodong, called the steelworkers’ allegations “unwarranted and of a
protectionist nature, and it's not a right step by the U.S. side to decide to probe it.” He said China's green techinology industries
conformed lo W.T.O. rules and were a big contribution to sustained global developmient.

The A.F.L.-C.LO, the United Steelworkers and the American Iron and Steel Institute, a trade group, all issued statements in support of

the action.
The steelworkers union said that “President Obama showed again today that fighting for U.S. workers and their jabs is his lop priority.”

But the announcement drew a skeptical welcome from one prominent Democrat: Senator Charles E. Schumer of New York, an advocate
of legislation that would threaten China with retaliation if it does not allow its currency to appreciate more quickly.

“The Obama admivistration is treating the symptom, but not the disease,” said Mr. Schumer, “An investigation into China's illegal
subsidies for its clean energy industry is overdue, but it's no substitute for dealing with China’s carrency manipulation.”

The House of Representatives voted overwhelmingly last month to threaten China with tariffs on a broad range of Chinese exports to
the United States.

The adininistration's decision represents a shift toward a more confrontational policy toward China, but may not produce quick changes
in Chinese policies.

The admiristration said that it would jnvestigate the steelworkers union’s petition for g0 days, after which it might seek bilateral
consultations with China that conld lead to the filing ofa W.TO. case against China, If the United States files a case, a W.T.O. panel
would typically not issue a preliminary decision for more than a year. If the decision goes against China, the Chinese government could
then delay any implementation of sanctions for another couple of years through appeals.

W.T.0. dispute resclution panels do not have the authority to issue injunctions while they consider a case. So the current policies could
stay in place through the entire W.T.O. dispute process, which can take several years.

Charlene Barshefsky, who was the trade representative under President Bill Clinton, said in an interview last month at a conference in
Chengdu, China, that the Chinese govermment might have misunderstood the politics of clean energy exports.

“China is under the illusion that because they are the Jeaders in alternative energy, whether it's batteries or wind, they will necessarily
be welcome in the U.S. market because of ¢limate change concerns,” she said.
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Ms. Barshefsky said by e-myail on Friday that she was not surprised that Mr. Kirk had opened an investigation, but she cautioned that
ihe possible filing of 2 W.T.O. case would depend on the strength of the union’s complaint.

Chinese officials have maintained that their conntry follows W.T.0. rules. A common tactie in W.T.O. disputes is for a country being

accused of trade violations to file counterclaims,

The diffieulty for China in making a counterclaim is that the United States exports relatively litile in clean encrgy products, paxticularly
to China. So American programs to help clean energy industries are likely to count as domestic subsidies, in contrast to the export
subsidies that China is alleged to have given.

Domestic subsidies are subject to less stringent W.T.O. mles than export subsidies, according to Carolyn B, Gleason, a lawyer in
‘Washington who has specializes in W.T.O, cases.

The lead example of unfair Chinese trade practices in the United Steehvorkers' petition invohved China's restrictiors on the export of
rare earth minerals and two other obseure minerals, tungsten and antimony. China dominates the worldwide mining of all three.

Sewell Chan reported from Washington and Keith Bradsher from Hong Kong.
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From: Steve Mitchell _

Sent: Monday, November 08, 2010 3:58 PM
To: Ken Levit

Subject: Fw: Govemment Affairs Discussion
Attachments: Sclyndra Government Affairs November 8

| have not read.

From:
Sent: Monday, November 08, 2010 09:52 AM

To: Brian Harrison ; Steve Mitchell
Cc:

Subject: Government Affairs Discussion

Brian and Steve,

in connection with our proposed discussion fater today, please find attached a short summary of our major
objectives/strategy on Fed Gov't Affairs. | will also forward to you the pitch that is belng given to the head of the GSA
for a visit to Solyndra in January. ~

1 will wait to hear re a time for our call.

Best,

This e-mail and any accompanying attachments contain information that is confidential to
Solyndra, Inc.

The information is intended sclely for the use of the individual to whom it is addressed.
Any review, disclosure, copyling, distribution, or use of this e~mail communication by’
others is strictly prohibited.

If you are not the intended recipient, please notify us immediately by returning this
message to the sender and delete all coples.

Thank you for your cooperation.
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Solyndra Federal Gavernment Affairs

Novernber 8, 2010

New Solyndra Business Plan

The Solyndra announcement received a modest amount of press and blog coverage, but there have
been no public statements from any Members of Congress. Members of Congress will return to
Washington on November 15 to seat members who won special elections and begin negotiations on
remaining must-pass items. The new Congress will-be sworn in the first week of January, committees
will be organized thereafter, and formal hearings are unlikely to begin before late January.

Solyndra government affairs staff has discussed the new business plan with our direct Congressional
representatives — Rep. Stark and Sens. Feinstein and Boxer —as well as select allies such as Rep. Eshoo
and staff to Chairman Bingaman of the Senate Energy Committee, who is the primary Congressional
propenent of the [oan guarantee program. With staff returning from elections/vacation this week, we
will continue outreach to all major stakeholders - both parties’ House and Senate leadership, bipartisan
energy committee staff, all other offices with whom Solyndra has established a relationship, and any
other members that raise a concern. We will continue to monitor reaction in Congress and with the
Administration.

It is very unlikely that the House or Senate energy committeas conduct any hearings before January,
neither committee under Democratic control have an interest in doing s0. The House and Senate
energy committees will begin budget and oversight hearings in February — more than 2 months from
now. Any Congressional critics that emerge have no good venue to make this an issue before it is 2
month old news. We are laying off roughly 2 to 4 percent of regular full time employees; critics of the
loan program may point that out in future oversight hearings, so long as no new business crisis emerges
that may be the worst of it on the Hill. Fear of investigations and subpoenas is premature, if not
overblown.

Lame Duck

Congress will have a very focused agenda for the remainder of 2010: a budget continuing resolution or
longer term agreement, business and Individual tax extenders, and possibly the yearly defense policy
bill. The President is pushing for Senate ratification of the START arms reduction treaty, No other
significant legislation is expected to be considered, Solyndra will continue to quietly advocate foran
extension of the ITC grant program, a manufacturing tax credit, and a stronger Buy American Act in
Defense Department procurements. We have been working each of these issues for months and have
strong allies and relationships; the consolidation news will not significantly affect our ability to lead
these efforts. However, we do have a somewhat damaged brand; we must be cautious becoming
involved in non-essential policy efforts and keep a low public visibility.

v
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Procurement

Federal government procurement policy is established in Washington, but procurement project
decisions are decentralized: Individual military bases decide for themselves whether to depioy solar, and
GSA projects are administered regionally. Solyndra government affairs staff are pursuing white roof and
raoftop solar policy mandates with DoD and GSA Washington staff, as well as In Congress. Government
affairs is identifying military personnel with energy authority for individual military bases, especially in
California, and arranging meetings with Solyndra government sales, Solyndra will soon install a GSA test
system and we are pursuing a test opportunity on DOE headquarters. We have built a strong working
relationship with GSA and are working to reschedule a site visit by the GSA Administrator in lanuary, this
may also include a 4 hour “working session” with the Administrator, Solyndra and key industry
stakeholders (See attached outline). Solyndra government sales are addressing GSA Pacific Rim regional
program managers in San Francisco today. Solyndra will be listed on the GSA schedule by December 1. .

Most procurement opportunities come as bids on a solar subcontract from an energy service company,
which has won the general bid from the public sector. Government affairs staff has introduced the
company and technology to peers in the major ESCQ’s, and are building relationships for Solyndra sales
with ESCO program managers. Government affairs and sales are jointly pursuing Solyndra qualification
for a master contracting vehicle with the Navy for the Southwest region, and working to replicate it for
the Southeast region.

Next Congress

The biggest policy priorities for Solyndra are the grant program extension and possible creation of a
refundable tax credit for solar manufacturing equipment. If those objectives are not achieved in the
lame duck session, they likely would not be addressed for months in the new Congress, until a larger
energy bill is developed. Republican control of the House and slim margins in the Senate make an all-of-
the-above approach to energy the most politically viable path to any energy bill. During the House
climate debate, Republicans discussed possible support for an RPS-like “clean energy standard”, which
would include nuclear and possibly clean coal. A broad energy bill will seek to expand production and
create jobs; solar can achieve significant results in such a bill — as will all competing forms of energy
generation. ’
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Summary Outline.....
Solyndra is pursuing the following objectives:
Short-term — lame duck Congress before january

1} Grant program extension: Extend the ITC grant program for at Jeast 1 additional year in
conjunction with SEIA {the national solar assoclation} and the entire solar industry, working with
consultants Washington Tax Group and McBee Strategic Associates.

2) Manufacturing tax credit: Create a short-term refundabie tax credit for solar manufacturing
eguipment by leading a coaliticn of other US solar manufacturers (Uni-Solar, Schott), working
with consultants Washington Tax Group and McBee.

3) Buy American expansion: Ensure that House-passed language applying the Buy American Act to
PPA’s with military facilities appears in final defense authorization bill by leading current
coalition of US manufacturers, working with consultants McBee and McAllister & Quinn.

4) Consolidation: Discuss consolidation plan with all relevant Congressional stakeholders working
with all Solyndra consuitants to ensure information is presented accurately and all concerns are
addressed.

5) Procurement: Continue relationship-building with GSA, Veterans Affairs, DoD, and individual
facilities to establish cool roof and rooftop solar mandates within GSA, VA and DoD, and develop
individual sales opportunities from GSA, VA and DaD procurements. McBee and McAllister.

Mid-Term {2011}

1} New Solyndra Business Plan: Continue vigilance to maintain strong relationships with key
stakeho!ders and identify any members that harbor concerns or aspirations to politicize
Solyndra consolidation and loan guarantee amendments. McBee and McAllister,

2} Procurement - with McBee, McAllister & Quinn

a. Expand and replicate cool roof and rooftop solar mandates for military and civilian
government facilities
b. Increase solar deployment budget allocations
€. Strengthen Buy American in procurement awards
d. Develop sales opportunities at individual facilities
3) Energy Legislation — with McBee, Washington Tax Group
a. Enact meaningful tax incentives, if not completed in lame duck. [n a conservative
Congress refundable, stimulative credits will face possibly insurmountable ideologica!
opposition.
b. Ensure preferable treatment for solar {ideally a solar carveout RES, significant
preferences for distributed generation} in any RES bill
¢. Increase federal government mandates for renewable/solar energy use
d. Remove civilian agency preclusion on long-term PPA’s
4) China, trade and competitiveness — with McBee, Washington Tax Group
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a. The potential benefit of Solyndra publicly jeining calls for trade sanctions on China Is
outweighed by the actual harm it would do to prospective business opportunities there.

b. Seolyndra will continue to privately educate policymakers on the significant level of
Chinese subsidies to solar manufacturers, and their dramatic effect on US sales
competition (e.g. customer financing) and non-US sales {eg. exports).

I. Competing with China is the solar industry's strongest political argument in a
conservative Congress and will support all our policy and procurement
objectives.

if. Solyndra government affairs has established relationships with the US
Steelworkers and Biue-Green Altiance, we are actively collaborating te enact the
manufacturing credit and Buy American PPA expansion, and we have discussed
with them and we both agree on Solyndra’s private role supporting the trade
case.

c. Solyndra will work with the US Trade Representative to ensure that USTR possesses a
complete analysis of Chinese solar subsidies and their market effects, while
privately/politically support its efforts to reduce them via trade negotiations or
sanctions.

d. Direct trade action is unlikely to occur before 2012, with another year before it would
tangibly affect commercial markets, USTR’s has no practical influence on non-trade
matters in Congress and elsewhere in the administration. Solyndra will be a private
resource and supporter for USTR but take no public action on the trade case,
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From: steve Mitchell JEEGNGNGNGE
Sent: Wednesday, November 24, 2010 3:02 PM
To: i
Ce:

en Levit
Subject: Re: Solyndra Update

Frances, who is our day to day below lonathan Silver, believes she can do everything we have asked of her without Chu's
signature. We have yet to directly ask for a haircut on the debt. When | discussed that the concept was coming up with
this concept she said it was something she could not do, but she didn't say if Chu or some other organization {congress,
etc) would be required for such a change. We have been working with management to draw up strawman structures
that may work - we have tried al! sorts of variations that didn't discount he debt but bifurcated a portion behind a new
investment liquidation preference. Goldman's indication is that would probably not be enough for a new investor and
that they would require a haircut on the senior debt.

Ffom:
Sent; Wednesday, November 24, 2010 08:51 AM

To: George Kaiser; Steve Mitchell _

Ce: Ken Levit

: Solyndra Update

And have we gotten any clarity on what the DOE is “allowed” to do without significant additional govt approvals? Last
time we talked about this | thought they were not aliowed to reduce the debt outstanding or accept equity for debt
outstanding without a lot of hoops and hearings?

From: George Kalser
Sent: Wednesday, Novem
To: Steve Mitchell

“’P Ken Levit

Subject: RE: Solyndra ate

What about DOD (and other governmental entity) sales efforts? Do the DOE people focus at all
~ on how a Buy American plan could be a win win win for them and do they have any influence?

From: Steve Mitchell

Sent: Tuesday, November 23, 2010 8:27 PM

To: George Kalser

ce: IR - ..
Subject: RE: Solyndra Update

Here is a reply all without the attachment if your email was blocked since the attachment is password protected,

me SteveMltche!l e
Sent: Tuesday, November 23, 2010 8:19 PM

To:
Cc: ; 'Ken Levit;

1
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Steve Mitchelt
Subject: Solyndra Update

George,

| had a good call with Brian Harrison and Bill Stover yesterday and wanted to send an update on the company’s current
situation.

Sales & Marketing: The company should selt between—this quarter —-would be befow plan
but weuld occur by choice as Brian has refused to sell into German distribution at low hall prices (if we don't sell it this

quarter he believes we can move it next quarter}. The dormant inventory in distributors hands has been worked down
by Solyndra’s sales team

The most dramatic change [s Brian’s
growing confidence that we can meet the capacity ramp in 2011. He and [JJll(our new head of marketing)
indicated that the change in market dynamics for our product over the last 3 months has been significant — he attributes
this to the integrators understanding our product’s application better {and valuing it) and the implementation of
forward pricing so the integrator and end user feel they can design in a Solyndra solution to be Installed 6 to 9 months
out. The communication around shutting Fab 1 and consolidating operations into Fab 2 was apparently handled very
wel! with customers and suppliers and the fall out there has been negligible. | asked Brian the direct question on his
belief that the company can drive demand to meet
does helieva it is achievable.

We have had a few good wins that Brian believes are indicative of our value proposition starting to resonate — under the
CA renewable energy standards utilities must develop owned renewable energy production as well as buy power from
3" party producers {requirements are for 50/50 self-generated to purchased energy production). So-Ca! Edison had
committed to bring online a 7MW installation to be installed on one of its own distribution centers {ProLogis owns the
building —you may recall we have a 16MW installation with them next year). So-Cal Edison was Installing crystaliine
silicon panels until they realized the roof was more load challenged than it had original thought — turns cut Solyndra
panels are the only pane! that can go on this roof. So-Cal Edison called in somewhat of a panic and Brian is 95% certain
we will install this project in Q1 at $2.45 per watt. Brian stated that more and more of these types of situations are
occurring and that he believes momentum is starting to build.

Wal-Mart asked to come out to Fremont to see our facilities as more integrators were starting to pitch Solyndra
products as Wal-Mart has highly engineered rooftops with sky lights, This is years in the making unfortunately, but the
meeting went very well and Wal-Mart officials spent about 3.5 hours with Brian. There were some early discussions
about Wal-Mart buying from Solyndra directly and then outsourcing the installation.

| realize much of the sales report is anecdotal. The key question that outside investors, the DOE and current investors
are asking is can Solyndra develop the channels and create demand to meet the ramp up in capacity that occurs in

2011. |, and others, are talking to the company weekly to try and gauge this and will start speaking with customers again
soon - but the inputs are primarily anecdotal sales evidence — the size of transactions, where they are occurring, new
customers designing us in (for instance I was refusing to quote Solyndra panels in September and through Brian
and ]Il «fforts they look to be a significant partner going forward) and forward looking orders. Brian assured me

that we would not know factually significantly more in November or December than we did in September or October
about Solyndra’s ability to move 2011 output, but that the company would have a much better “feel” for it. He asserts
that moving the capacity will not be without its challenges but that he is feefing much better about our prospects.
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Although the consolidation message went well with customers and suppliers, the consolidation is just one more event of
volatility that Is unnerving Solyndra’s employees and attrition Is becoming an issue. The company has lost an average of
30 employees each of the last 4 months, Some of these would have been lost to the RIF anyway, however, several of
them were employees that are part of the long term success of the technology. Apparently the job market in Silicon
Valley is very hot right now and the employees we are losing are the primary bread winner in their household and the
uncertainty of Solyndra’s viability is forcing the decision to move on. The company is implementing a retention package

for app. 100 key employees that will incent them to stay through the next 6 to 9 months which is a critical transition
period — if the company fails to secure financing this is moot.

Financing: As you know, Goldman Sachs ariginally approached about 30 strategic investors to lead the app. $150 million
of equity capital that Brian's revised plan calls for to reach cash flow breakeven {this requires not only the $150 million
but the requested concessions from the DOE as well). The strategic investors have all passed. This was not surprising
and beyondjiillhone of the strategic investors engaged in any meaningful way — this is just way outside of the
risk/return parameters for these investors,

We have now reached out to financial investors and we have had a better response from this group. Eight finandial
groups have opted to take meetings. _is the only one to pass after the initial meeting - they were
initially very excited about the opportunity, however, they passed for the following stated reasons 1) they already have a
failed CIGS5 investment in their fund and there is an emotional/mental block to investing in another CIGS player, 2)
concern over future pricing declines beyond $2.00 per watt which would require an additional capital raise and 3) fear
that the brand is hampered by the pulled IPO and negative press which will be a drag on the company's ability to meet
its sales targets, Tough but honest feedback.

The company has met with and has meetings scheduled with

reached back out to Solyndra to reengage on the
opportunity. Goldman and management describe |G - ; 2tiv<ly engaged in diligence —
apparentlyllllfs hammering on capex costs for future growth {a valid concern) and to what extent can the capex per
watt be reduced in future fabrication facilitie

The three primary questions that are being asked are 1} can the company drive demand to meet 2™ half of 2011
capacity expansion, 2) can the company continue to cut costs (this is getting the most favorable results) and 3) how does
a new investor make the economics work. The first two issues are apparently fairly understood by the potential
investors as their interest level has increased the 3™ question is receiving more focus. Basically they are indicating that
with $535 million of DOE debt and $175 million of convertible debt (the june loan) even assuming the prior rounds of A
through F are wiped out it is tough for them to see the types of returns they want to see on this type of

investment. Assuming Solyndra hits its plan of $194 million of Ebitda in 2014 and assuming it trades at 8X Ebitda like its
peers than the company has an enterprise value of $1.552 billion - $535 million of DOE debt leaves $1.017 billion of
equity value. If the new money converts on an equal basis with our convertible debt it will own app, 46% of the equity X
$1.017 billion equates to $469 million of equity value for the new investors or 3.12 MOIC, However, Solyndra will have
reached its full manufacturing capacity by 2014 and a valid argument can be made that without growth prospects the
company will be valued at 5X 1o 6X Ebitda or will have to raise additiona! capital {i.e. dilution) to reach a greater
valuation multiple. At a 5.5X Ebitda multiple the enterprise value is $1.067 billion minus $535 million in debt resulting in
a $532 million equity value = this fesults in $245 million in equity value for new investors and 1.6X invested capital. With
the execution risk, historical faiture to hit plans on budget and the reality of Chinese competition the interested
investors are making the argument that they need better economics. Nobody has submitted a term sheet or detailed an
outline of a deal, however, Goldman is tefling us that interested investors are making the case that the DOE is going to
have to equitize a portion of its debt or more likely need to haireut the debt by 40% or 50% and that the subordinated
debt will need to take a haircut or sit behind liquidation preferences. Goldman and management continue to work with
all parties and hopefully we will receive some Indications of interest soon. -

3
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DOE: As you know, we reached out to the DOE in late September early October to discuss our revised business plan that
included consolidating Fab 1 and Fab 2 operations, the need to raise an additional $150 million and the need to alter the
terms of our loan agreement with the DOE. DOE funded the company’s October draw of app. $10 mitlion prior to our
meeting in DC and following that meeting funded another 541 million for November. Key to the company’s viability and
assumption underlying the $150 million need is that DOE will continue te fund under the funding schedule outlined in
the loan agreement. Our concern has been that they will withhold funding to try and force investors to contribute
additional capital now. In our meating in BC the DOE asked specifically to Argonaut’s willingness to fund additiona!
equity capital. | made it very clear that although we believe in the technology and have been incredibly supportive to
date, the company needs a new investor with a strong balance sheet for it to effectively move forward. In the event
that we are able to see real progress in cost cutting and demand creation and the company secures a strong lead
investor that we are very open to making an additional investment (but | was very clear that we were notintending to
save the day or underwrite the entire amount). At the time the DOE officials seemed okay with that response, however,
as fund raising has been slow (in their minds, not mine as | never thought anyone would make an investment decision
until January/February as the more time that passes the more vision they have as It relates to Fab 2 ramp up risk and
demand creation) they seemn to be getting increasingly nervous about continuing to fund the loan.

The DOE has had discussions with Goldman, Madrone and myself over the past two days. They directly asked Argonaut
if we would fund a portion of theirloan in December which [ declined to do. They indicated that since this “crisis”
occurred they are the only group funding the company and that they needed to be able to show their superiors and the
OMB that the DOE is not the only group supporting Solyndra. | very politely pointed out that the crisis occurred with a
50% price decline from foreign competition and that we reached out to the DOE in April/May as soon as we learned of
the revenue deficiencies facing the company and that the current investor group made a $175 million loan/equity
contribution to the company over the past 6 months [the last payment of which was made on Oct. 1) and that those
dollars are behind the DOE’s in the capital stack. This point seemed to very much resonate with them and in some ways
they appear to be looking to us to give them the arguments to make so they could continue funding the loan. To
reiterate the point, it is critical to Solyndra’s survival that the DOE continue to fund the loan —if the DOE choses to
withhold a draw on Dec 10™ or Jan 10" it will shut the company down without financial intervention.

1 spent a good amount of time with Goldman, Madrone and Bill Stover today discussing the possibility that DOE would
elect not to continue funding under the loan agreement. None of them see that as a realistic outcome over the next
two or three months (I’m less optimistic as | have no faith in my understanding (or anyone’s for that matter} of the
pushes and pulls driving decision making in Washington [i.e. do it now during a lame duck congress, do it now and have
two years behind them before a new presidential election, get it funded and keep it alive past the next election,

etc.). The DOE has funded app. $450 million of a $535 million and to pull the plug without us being materislly outside of
our covenants and effectively shut the company down while we are in the middle of fund raising, in Goldman’s belief,
causes more problems than it solves. In any event, the 10" of each month will be critical through February — the funding
amounts fall off dramatically at that point. Assuming the DOE continues to fund loan draws the company has until
February before it needs to raise capital (there is a Jot of sensitivity around receivables and payables that could make
this late January or early March}. This could be extended by 30 to 60 days if Solyndra qualifies for the full 540 million
manufacturing tax credits.

Itisn’t really an issue to be fleshed out in this emai{ but under the terms of our subordinated debt we have a firstfien
security interest in everything Solyndra owns including Fab 1 and the intellectual property (excluding Fab 2}, Weare
taking the time to understand the ramifications of an event in which the DOE decldes to stop funding and what aFab 1
only business plan would look like. This is obviously not an option we would want to pursue unless forced into it but I've
asked the questions as to how much eapital it would take to reach cash flow positive and what s expacted Ebitda and
cash flow at full capacity (which is approximately 135MW and $270 million in revenues). This route would only be taken
if we were left with no other option {and it penciled out as an option we would want to pursue versus liquidation) and it
would require a pre-packaged bankruptcy.
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I've attached the financial metrics to the consolidation plan that was presented to the DOE. The password is sunshine
{no caps). Please note the SG&A and Depreciation in 2011 are inflated by $126 million as a result of the write off of Fab
1 facilities — they negate each other in the Ebitda line.

Please let us know if what questions or comments you may have.

Steve
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From: George Kaiser-
Sent: Thursday, December 02, 2010 7:26 AM

To: Ken Levit

Subject: rw: cal [

He did that before. New agenda or did he just realize that I also supported the state GOTY
fund? Anything we want from him at the moment?

Is there a strategy that has Boxer and Feinstein, led by Reid approach the DOE (or even DOD)
to put in a good word for Solyndra or is that heavy handed and dangerous? Lobby to get the
installers tax credit to apply to manufacturers?

me
Sent: Wednesday, December 01, 2010 3:34 PM
To: George

iser
Subiect cat A

He's calling to thank you for your support.
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From: George Kaiser

Sent: Monday, December 06, 2010 6:26 PM
To: ‘Ken Levit'

Subject: RE: RE: Mecca

Agree. Also, concerned about tying ourselves too closely to that deal with the WH.

From: Ken Levit

Sent: Monday, December 06, 2010 12:23 PM
To: George Kaiser

Subject: Re: Mecca

| prefer the one point message, given that it's the midnight hour, We can go back to the other f{telecon w my friend
I = Solyndra today) later,

Sent: Monday, December 0b, :
To: Ken Levit
Subject: Mecca

" Should T bring up Buy American at all in our visit today?
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St et e
From: steve Mitchell [

Sent: Monday, November 08, 2010 3:58 PM

To: Ken Levit .
Subject: Fw: Government Affairs Discussion
Attachments: Solyndra Government Affairs Novermnber 8

I have not read.

From:
Sent: Monday, November 08, 2010 09:52 AM
To: Brian Harrison
Cc

Subject: Government Affairs Discussion

Steve Mitchell

Brian and Steve,

fn connection with our proposed discussion later today, please find attached a short summary of our major
objectives/strategy on Fed Gov't Affairs. 1 will alsa forward to you the pitch that is being given to the head of the GSA
for a visit to Solyndra in January.

| will wait to hear re a time for our call.
Best,

*
This e-mall and any accompanying attachments contain information that is confidential to
Solyndra, Inc. ) '
The information is intended solely for the use of the individual to whom it is addressed.
Any review, disclesure, copying, distribution, or use of this e-mail communication by
others is strictly prohibited,
If you are not the intended recipient, please notify us immediately by returning this
message to the sender and delete zll copies,
Thank you for your cooperation.
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Solyndra Federal Government Affairs

November 8, 2010

New Svlyndra Business Pian

The Solyndra announcement recelved a modest amount of press and blog coverage, but there have
been no public statements from any Members of Congress. Members of Congress will return to
Washington on Novemnber 15 to seat members who won special elections and begin negotiations on
remaining must-pass items. The new Congress will be sworn in the first week of January, committees
will be organized thereafter, and formal hearings are unlikely to begin before late January.

Solyndra government affairs staff has discussed the new business pian with our direct Congressional
representatives — Rep. Stark and Sens. Feinstein and Boxer — as well as select allies such as Rep. Eshoo
and staff to Chairman Bingaman of the Senate Energy Committee, who is the primary Congressional
proponent of the loan guarantee program. With staff returning from elections/vacation this week, we
will continue outreach to all major stakeholders — both parties’ House and Senate leadership, bipartisan
energy committee staff, all other offices with whom Solyndra has established a relationship, and any
other members that raise a concern. We will continue to monitor reaction in Congress and with the
Administration.

It is very unlikely that the House or Senate energy committees conduct any hearings before January,
neither committee under Democratic control have an interest in doing so. The House and Senate
energy committees will begin budget and oversight hearings in February — more than 2 months from
now. Any Congresslonal critics that emerge have no good venue to make this an issue before it Is 2 '
month old news. We are laying off roughly 2 to 4 percent of regular full time employees; critics of the
loan program may point that out in future oversight hearings, so long as no new business crisis emerges
that:may be the worst of it on the Hill, Fear of investigations and subpoenas is premature, if hot
overblown.

Lame Duck

Congress will have a very focused agenda for the remainder of 2010: a budget continuing resclution or
longer term agreement, business and individual tax extenders, and possibly the yearly defense pelicy
bill. ‘Fhie President is pushing for Senate ratification of the START arms reduction treaty. No other
significant legislation is expected to be considered. Solyndra will continue to quietly advocate foran
extension of the ITC grant program, a manufacturing tax credit, and a stronger Buy American Actin
Defense Department procurements. We have been working each of these issues for months and have
strong allies and relationships; the consolidation news will not significantly affect our ability to lead
these efforts. However, we do have a somewhat damaged brand; we must be cautious becoming
invoived in non-essential policy efforts and keep a low public visibllity.
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Procurement

Federal governmant procurement policy is established in Washington, but procurement project
decisions are decentralized: individual military bases decide for themselves whether to deploy solar, and
GSA projects are administered regionally. Solyndragovernment affairs staff are pursuing white roof and
rooftop solar policy mandates with DoD and GSA Washington staff, as well as in Congress. Government
affairs is identifying military personnel with energy authority for individual military bases, especially in
California, and arranging meetings with Solyndra government sales. Selyndra will soon install 3 GSA test
system and we are pursuing a test opportunity on DOE headquarters. We have built a strong working
relationship with GSA and are working to reschedule a site visit by the GSA Administrator in January, this
may also inctude a 4 hour “working session” with the Administrator, Solyndra and key industry
stakeholders {See attached outline}. Solyndra government sales are addressing GSA Pacific Rim regional
program managers in 5an Francisco today. Solyndra will be listed on the GSA schedule by December 1.

Most procurement opportunities come as bids on a solar suiacontract from an energy service company,
which has won the general bid from the public sector. Government affairs staff has introduced the
company and technology to peers in the major ESCO’s, and are building relationships for Solyndra sales
with ESCO program managers. Government affairs and sales are jointly pursuing Solyndra qualification
for a master contracting vehicle with the Navy for the Southwest region, and working to replicate it for
the Southeast region.

Next Congress

The biggest policy priorities for Solyndra are the grant program extension 2nd possible creation of a
refundakble tax credit for solar manufacturing equipment. If those objectives are not achieved in the
fame duck session, they likely would not be addressed for months in the new Congress, until a farger
energy bill is developed. Republican control of the House and slim margins in the Senate make an all-of-
the-above approach to energy the most politically viable path to any energy bill. During the House
climate debate, Republicans discussed possible support for an RPS-like “clean energy standard”, which
would include nuclear and possibly clean coal. A broad energy bill will seek to expand production and
create jobs; solar can achieve significant results in such a bill - as will al! competing forms of energy
generation.
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Summeary Outline.....
Solyndra is pursuing the following objectives:
Short-term ~ lame duck Congress before January

1) Grant program extension: Extend the ITC grant program for at least 1 additional year in
conjunction with SEIA (the national solar association) and the entire solar industry, working with
consuitants Washington Tax Group and McBee Strategic Associates,

2} Manufacturing tax credit: Create a short-term refundable tax credit for sofar manufacturing
equipment by leading & coalition of other US solar manufacturers {Uni-Sotar, Schott), working
with consultants Washington Tax Group and McBee.

3) Buy American expansion: Ensure that House-passed language applying the Buy American Act to
PPA’s with military facilities appears in final defense authorization bill by leading current
coalition of US manufacturers, working with consultants McBee and McAflister & Quinn.

4) Consolidation: Discuss consclidation plan with all relevant Congressional stakeholders working

. with all Solyndra consultants to ensure information is presented accurately and all concerns are
addressed.

5) Procurement: Continue relationship-building with GSA, Veterans Affairs, DoD, and individual
facilities to establish cool roof and rooftop solar mandates within GSA, VA and DoD, and develop
individual sales opportunities from GSA, VA and Do procurements. McBee and McAllister.

Mid-Term (2011)

1) New Solyndra Business Plan: Continue vigilance to maintain strong relationships with key
stakeholders and identify any members that harbor concerns or aspirations to politicize
Solyndra consolidatfon and loan guarantee amendments. McBee and McAllister.

2} Procurement — with McBee, McAllister & Quinn

a. Expand and replicate cool roof and rooftop solar mandates for military and civilian
government facilities
b. Increase solar deployment budget allocations
c. Strengthen Buy American in procurement awards
d. Develop sales opportunities at individual facilities
3) Energy Legislation — with McBee, Washington Tax Group
a. Enact meaningful tax incentives, if not completed in [ame duck. In a conservative
Congress refundable, stimulative credits will face possibly insurmountable ideological
opposition, ‘
b. Ensure preferable treatment for solar (ideally a solar carveout RES, significant
preferences for distributed generation) in any RES bili
¢. Increase federal government mandates for renewable/solar energy use
d. Remove civilian agency preclusion on long-term PPA’s
4) China, trade and competitiveness — with McBee, Washington Tax Group
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a. The potential benefit of Selyndra publicly joining calls for trade sanctions on China Is
outweighed by the actual harm it would do to prospective business opportunities there.

b. Solyndra will continue to privately educate policymakers on the significant level of
Chinese subsidies to solar manufacturers, and their dramatic effect on US sales
competition (e.g. customer financing) and non-US sales {eg. exports).

i Competing with China Is the solar industry's strongest political argument ina
conservative Congress and will support all our policy and procurement
objectives.

it. Solyndra government affairs has established relationships with the US
Steelworkers and Blue-Green Alliance, we are actively collaborating to enact the
manufacturing credit and Buy American PPA expansion, and we have discussed
with them and we both agree on Solyndra’s private roie supporting the trade
case,

¢. Solyndra will work with the US Trade Representative to ensure that USTR possesses a
complete analysis of Chinese solar subsidies and their market effects, while
privately/politically support its efforts to reduce them via trade negotiations or
sanctions, : .

d. Direct trade action Is unlikely to occur before 2012, with another year before it would
tangibly affect commercial markets. USTR's has no practical influence on non-trade
matters in Congress and elsewhere in the administration. Selyndra wili be a private
resource and supporter for USTR but take no public acticn on the trade case.
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Yo:

Subject: FW: Meetings far the week of july 19
Attachments: image00l jpg

Sent: Saturdai, Juli . :

From: Chris Grone
Sent: Thursday, July 15, 2010 7:55 PM

To: Steve Mitchell

Subject: RE: Meetings for the week of July 19

Tried your cell earlier.

Yes, lots of catch up. Meeting with GSA is now set for next Wed. — will attend. §

am hosting some French dignitaries on the same day.

We have 4 sales VPs in training on Monday (includingIR.

We have good candidates coming in for 2 more segment Ieads—assuming_ continues with
Utilities.

| spoke with this afternoon. He is still thinking things over and plans to talk to-in the morning,
was In again today to meet with _-llkes him, believes he is a strategic thinker, but

wonders if he can execute a strategy. Two references came back “average”. So we will continue a worldwide search
with

_have searches going for Pro] Dev and Proj Finance leads.

Chris Gronet

CEQ

Solyndra, Inc.

47700 Kato Road
Fremont, CA 94538 USA

From: Steve Micche! N
Sent: Thursday, July 15, 2010 1:01 PM

To: Chris Gronet

Subject: RE: Meetings for the week of July 19

He better be! How on earth have we not been a part of these projects from the beginning? Lots of catch up to do
here. Let's getall over it.

FromChrlsGro net o e o e o o e e i
Sent: Thursday, July !!, !!! !!! !H

To: Steve Mitchell
Subject: FW: Meetings for the week of July 19

FY| below, 260 green projects in process for U.S, gov't buildings.

1

-
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Jonathan Silver is trying to help.
T .- VP Gov't Procurement, started last week, and | think he will be a star.

Chris Gronet
CEC

Solyndra, Inc.
47700 Kato Road

SA

From: Siiver, Jonathan
Sent: Thursday, July 15, 2010 7:23 AM
To: 'bob.
Cc:

Subject: RE: Meetings for the week of July 19

Bob,
Thanks for your note. You and your team are doing amazing things!

i am copying Chris Gronet here. Chris is the CEQO of Solyndra and | know your two teams will have alot to
discuss.

Best,
Jonathan

Jonathan Silver

Executive Director

Lean Programs

US Department of Energy

1000 Independence Avenue, SW,

Fro m. s~~~ o
Sent: Thursda
To: 8i

Y, !U|V !!: !!! !!!! !|!|
Ce:

Subject: Re: Meetings for the week of July 19

Jonathan: nice to hear from you. 1'd heard you were at DOE,

We're installing a lot of solar, not to mention green roofs, efficient heating and cooling, etc. You probably know we got
$5.5B in Recovery Act funds mostly to upgrade and green our buildings; we have about 260 projects going.

Would be better for these people to meet our hands-on green project management people. I'l try to arrange. Can you
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give me a paint of conltact for the Solyndra people and we'll contact them directly.
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Subject Meetings for the week of July 19
Q71142010 03:44 PM

Bob,

Hope this finds you well

As you may know, | am running the loan programs at the Department of Energy. We are responsible for the government's
investments in all forms of clean energy: wind, solar, nuclear and the like. Very interesting.

One of our toan guarantee recipients is a company called Solyndra. They received a $500 million loan guarantee from us
to bulild a state of the art manufacturing plant in Califomia. Solyndra makes an advanced solar roof top array for large
commercial fadilities and is now Installed in locations all over the United states and Europe.

Members of management will be in DC next week and would fike to come talk with you about goverment buildings.
Would you be willing to meet briefly with them? More on them below.

1 would personally appreciate it.

Many thanks,

Jonathan

Jonathan Silver

Executive Director

Loan Programs

US Department of Energy

1000 Independence Avenue, S.W.

IR < ¢ ricr Vice President, Corporate Development and General Counse!, ancilll Oirector of Government
Relations at Solyndra would like to meet with you on July 21 or 22 to discuss policles that will Increase government and military
deployment of US-made solar panels, Solyndra manufactures 100% of its solar panels at its Fremont, California
headquarters, Solyndra has one factory nearing full production, and recelved a $535 million loan guarantee from the Energy
Department to build a second factory in Fremont. That factory will produce 250 megawatts of solar panels per year, and will begin
producing panels later this year. Solyndra currently employs 1000 people in Fremont; through its US-centered supply chain it draws
materfals from businesses in 20 states, creating hundreds of jobs throughout the country. Its second factory will create an additional
1000 jobs in fremont and with its US suppliers. Solyndra’s solar panels are comprised of a series of eylindrical glass tubes. They are
ideal for low-load, large, flat raofs and perform optimally with a cool-roof, white roof membrane. Solyndra is one of the vary few
solar panel manufacturers reaching large-scale production in the US, The company would like to work with you to promote policies
that increase the use of solar energy technology throughout the government, and especially within the military, as a key driver to
grow a domestic solar panel market for US manufacturers. Specific policy objectives would include extending Buy American Act
requirements to energy supply contracts pursuant to power purchase agreements, and replicating the significant green bullding and
solar requirements in place for new Marine Corp construction throughout the military.
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This e-mail and any accompanying attachments contain information that is confidential to
Solyndra, Inc.

The information is intended solely for the use of the individual to whom it is addressed.

Any review, disclosure, copyiné, distribution, or use of this e-mail communication by
others is strictly prohibited.

If you are not the intended recipient, please notify us immediately by returning this
message to the sender and delete all copies.

Thank you for your cooperation.

This e-mail and any accompanying attachments contain information that is confidential to
Solyndra, Inc.

The information is intended solely for the use of the individual to whom it is addressed.
Any review, disclosure, copying, distribution, or use of this e-mail communication by
others is strictly prohibited.

I1f you are not the intended recipient, please notify us immedlately by returning this
measage to the sender and delete all copies.

Thank you for your cooperation.
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To: ‘Brian Harrison'
Cc: Steve Mitchell
From: Silver, Jonathan

Sent: Mon 8/28/2011 7:16:28 PM

Subject: RE: RE: Solar panef manufaciurer

Brian.

Please see the email chain below. A discussion with GSA could potentially be productive.

Best,

Jonathan

Jonathan Silver
Executive Director

Loan Programs

US Department of Energy

1000 Independence Avenue, S.W.

Washington, DC 20585

»

From:
Sent: Monday, August 29, 2011 3:02 PM
Tos; Silver. Jonathan
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Subject: Fwd: Solar panel manufacturer

Jonathan - feel free to have someone from this company contact me; my contact info is below.

We will put together a list of projects and associated GC's that have not yet purchased the solar
panel requirement of our projects.

Thank you

Information Management Division

Office of Design and Construction

Public Buildings Service

U.S. GENERAL SERVICES ADMINISTRATION

1800 F Strect NW, Room 3046

Washington, DC 20405

We will reach out to Jonathac Bob.
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On Mon, Aug 29, 2011 at 12:50 PM, Robert Peck (PG ot

M Jonathan Silver runs a loan program at DOE focused on the renewable energy
market. He tells me that a California company that manufactures solar panels is looking for
business. Who could Jonathan have the company talk to about opportunities on our projects for
this company? 1 told Jonathan that many if not most of our ARRA projects may have already
contracted for their solar panels, where solar is a part of the project scope.

I'm copying Jonathan on this email so we can go through him directly to the company.

Jonathan: the company may already have some work on GSA projects, but even if so we'd be
happy to see what other opportunities we might have for them.

Bob

ROBERT A.PECK
Commissioner, Public Buildings Service
U.5. General Services Administration

I800 F Street, NW

Washington, DC 20405
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Assistant Commissioner for Project Delivery

Public Buildings Service

CONFIDENTIAL AND PROPRIETARY AVI—HCEC-—OQ77105

—



Footnote 417



.

From: George Kaiser NN

Sent: Monday, Cctober 04, 2010 12:03 PM
To: Ken Levit
Subject: FW: Solyndra Update

Dismal report. See reference to new chief of staff as well.
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From Steve Mltchell
Sent: Sunday, Qctober 03, 201011:27 PM
To: George Kaiser

C: N v e
Sub w: dolyndra e :

From:; Steve Mitchell

Sent: Sunday, Octcber 03, 2010 11:24 PM
To: Steve Mitchell

Subject: Solyrxira Update

George,

I spent a day with management and Goldman Sachs last week to discuss Solyndra, get a better understanding of
the state of the business right now, hear Brian Harrison’s down load after almost 2 months on the job and I then
attended the full board meeting the following day. Unfortunately the update was not encouraging. Asyou
know, the current shareholders bridged the company with $175 million early this summer with an understanding
that Solyndra needed an additional $175 to $225 million to reach cash flow break even and that this money
would need fo be raised by the end of the year. This was based on a base case revised business plan that the
company (along with the investors) set out in early spring when we were reacting to the dramatic decline in
ASP as China started to dominate the solar market. Last week we were presented an updated business plan that
still shows the company running out of money by the end of the year; however, it requires an additional $300
million for Solyndra to reach cash flow breakeven.

This is driven by several issues, including the company’s failure to meet the spring projections in each of the
last two quarters, but the primary driver is a revised working capital assumption. The other plan adjustments
are ASP reduction of 5%, slower Fab 2 ramp, bill of materials and R&D reduced and sales and marketing

increased. Brian has imposed several cost cutting measures that early indications had Solyndra stretching its
cash into Feb however, the reality of our unsold inventory this qumer#
&and our AR collection period has pulled the cash need
back to the end of the year. The new plan leaves all other production parameters the same and Brian is quick to
point out that he is still getting his head around these assumptions and cannot with certainty underwrite these.

Brian has visited all of our major US customers and has reached the same conclusion that I reached fast spring
which is that our customers who understand Solyndra’s product and the rooftop market love the product —
typically they lead with a Solyndra only solution. However, we have done such a poor job developing our
markets and we don’t have channels robust enough to absorb all of our current production (much less all of the
Fab 2 output which is the basis for slowing down Fab 2°s ramp).

1
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Instead of appropriately developing the sales channels for our specific markets (low load, low slope highly
engineered rooftops — which is a very big market and no one else can be on these rcoftops), Gronet and his team
relied heavily on the European distributors to absorb our panels — and we were deeply discounting the panels at
the end of each quarter to sell out. The distributors are the worst customer for Solyndra as they take our panels
in inventory and do not develop the appropriate end users (this was driving some of the customer satisfaction
issues earlier in the year). This channel stuffing started in 2010 as we were responding (poorly) to the Chinese
pricing {China went from 10% to 50% of the worldwide solar market in an 18 month pericd). This quarter
management realized that our distributor partners had

Goldman does not believe that a financial investor with make an investment in Solyndra without seeing two
good quarters of performance — pricing strength was a nice surprise but missing both sales and production
targets is a bad fact pattern. Q4 and Q1 are the seasonal low period for solar installations as snow and weather
prevent projects from being installed in some of the biggest solar markets in the world (Germany, New Jersey,
Canada, and Beigium). We are gaining traction in southern Europe, however, the sales cycle in Italy, Greece,
Spain and France is 9 to 18 months versus 3 to 6 months in the more mature solar markets. Accordingly, a
financial investor will be very hard to attract in Q4.

Bridging the company through Q1 or Q2 is a dangerous prospect as well as it takes $100 million fo get the
company through Q1 and over $150 million {in total) to get through the first 6 months of 2011 and the company
will likely have a tough Q1. Goldman is going to go out to the bigger financial investors who can write a
significant check and the current investors (primarily Argonaut and Madrone) have indicated that we would
most likely participate in a fully funded plan (so Goldman is looking for an investor to write a $150to $200
million check). The revised plan requires $200 million to reach ebitda positive (but peak cash need is $300
million).

Goldman is more hopeful that a strategic or large industrial will be interested in making an investment, They
are adamant that any of these groups would want this to be a control transaction (i.e. either buy out the current
investors — which would not get evervone whole; or invest directly in the company for at least 51%). Goldman
has about 20 industrial strategics and 6 solar strategics they are going out to. They consider‘
I - < thc most likely investor, however, there have been several investments made by

stratei'cs in stmiiini clean eneri comianies and they have been surprised by the ultimate investor each time

Obviously this is very disappointing news and not what T want to be reporting back to you — for that 1 am

sorry. Tt is incredibly frustrating as Solyndra does have a differentiated product and our customers that
understand its differentiation are big fans. As mentioned above, the company failed to develop the appropriate
market channels in 2009 and the “going concern” statement that was issued by EXY in connection with the S-1
clearly spooked the market and got the rumors going. We fought the S-1 filing but ultimately caved as we were
the only hold out against going public — what happened with the Chinese manufacturers would have ocgurred
anyway ~ but we did ourselves no favors by putting out very confusing cost information with no ability to refute
the bloggers.

We are not just sitting back and hoping that Goldman can pull a rabbit out of the hat. Management has been
working on several different scenarios over the weekend and we have a call at 2pm tomorrow to discuss these
and start to formulate & strategy. The leading thought is too dramatically slow down Fab 2, essentially finish it
and put it on ice for a year, skinny down our funding requirement (I don’t know those figures yet) and spend

2
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2011 further developing our market channels and bring Fab 2 online one year late. This requires a concession
from the DOE ~ which they should do as it protects jobs and is a far better solution than handing them the keys
in January. However, it is the federal government and this could become politically charged very quickly, We
are also planning to ask the DOD to execute a purchase order to buy our panels ~ DOD has 3X the rooftops of
Wal-mart and is the biggest consumer of electricity in the US (and wants to buy solar panels). We are still
exploring the right way to approach this without getting bogged down in all of the government pitfalls (the US
needs a Premier for just one day). The current thinking is that the White House chief of staff is the right person
to approach — obviously big changes in that role and they have asked who has strong connections there,

This is obviously still very half baked but we are trying to act with a sense of urgency and I want to be as
transparent to you as possible and get your feedback, thoughts and direction as well. I will update you after
tomorrow’s call and we have a full board meeting on Wednesday (phone) to hopefully set a back up course if
Goldman fails.

Two things to note, the DOD has the capacity to easily sign a 300MW three year purchase order for our panels
— this would have to be through a “carve out” that occurs outside of the traditional RFP process through

GSA. This would be incredibly difficult to pull off but we are preparing the proposal (no special pricing high or
low, just market pricing and the DOD is expected to buy more solar panels than this over the next 3 years — that
is not confirmed). Second, we are going to have to update the DOE within the next 10 days as this plan is
materially different than our loan agreement contemplates and we require a variance. If DOE decides to
withhold funding on the Fab 2 loan this would bring all of this too a head much sooner as the DOE draws cover
a good portion of our overhead as well.

Steve
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TO: Files
FROM: Portfolio Management
SUBJECT:  Solyndra Fab 2 LLC — Annual Loan Review

DATE: September 17, 2010

A periodic loan review report of each project is required on an annual basis under LGO’s Credit
Monitoring and Management Procedures (Policy No. CM-IX.6). The purpose of this report is to
summarize all the monitoring activities and the rationale behind any credit actions recommended for the
project. This memo is organized in the following sections:

e Executive Summary;

o Praject Overview;

o Status of the Project;

s Financial Condition and Credit Assessment;

¢ Other Relevant Information;

o Compliance with Terms of the Credit Agreement; and
o Next Steps / Action Items.

L Executive Summary

The Solyndra Fab 2 transaction involves a $535 million Ioan for the capacity expansion of Solyndra,
Inc.’s (“Solyndra” or the “Sponsor”) manufacturing capabilities, Solyndra produces copper indium
gallium selenide (“CIGS") based thin-film omnifacial solar modules for commercial rooftop applications.
The transaction closed in September 2009 and was the first loan guarantee to be issued under Title XVII -
of the Energy Policy Act of 2005,

Since the closing of the loan approximately one year ago, the project’s implementation has proceeded on
schedule and on budget. Consistent with the Sponsor’s plans, Solyndra, Inc., has also submitted an
application for an additional loan guarantee in the amount of $469 million for the Phase 2 expansion of
the Fab 2 facility.

Over the past year, the photovoltaic module market has undergone rapid change, resulting in downward |
price pressure of solar modules, Concurrently, incentives driving the early adoption of PV solar
generation have been reduced or are being reduced in Europe. In addition, the market has experienced
periods of overcapacity during the past 12 months. The confluence of these factors has affected PV
module manufacturers’ ability to raise capital in the equity markets and has called into question the long-
term health of the PV solar module market. Accordingly, LGO has initiated increased monitoring of the
Solyndra transaction and has adjusted the internal risk rating downward to B- from B+ previously to
reflect future market uncertainty.

e



1. Project Overview

Solyndra developed and is currently in the process of scaling high volume manufacturing the unique, high
performance, - PV panel design, which provides electrical energy production utilizing a thin film
technology. Solyndra’s cylindrical design and “air flow panel packaging” enable improved collection of
all available light. According to Solyndre, this provides the company with cost and performance
advantages that are valued in the marketplace.

Solyndra is currently constructing a 650,000 sq. ft. manufacturing facility in Fremont, California (Fab 2 -
Phase I; the project DOE is financing). When complete, the facility will produce PV panels capable of
producing in excess of 230 MW of production capacity.' The cost of the project is $733 million of which
$533 million is being funded through a Title XV loan guarantee, The transaction was structured as a
non-recourse project finance loan with Solyndra Fab 2, LLC (hereafter, the “Borrower”), a special
purpose entity, serving as the Borrower. Solyndra, Inc., a development stage cornpany, is the project
Sponsor and sole counterparty for Solyndra Fab 2, LLC. In addition to its base equity commitment of
$198 million, Solyndra Inc,, is also providing a $30 million cost overrun equity commitment and an
unlimited completion guarantee.

The relationship between Solyndra, Inc., and Solyndra Fab 2, LLC, is governed by several agreements
inciuding a supply agreement, a sales agreement, intellectual property licensing agreement, an O&M
agreement, an equipment supply agreement, and a construction contract. At completion, the Borrower
will manufacture panels for delivery to Solyndra, Inc., which in turn, will fulfill requirements of its order
book. The transaction structure is depicted in Exhibit 1 below.

! This estimate has been revised upward by the Sponsor to 283 MW/year: ?
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Under the terms of the loan guarantee, Solyndra Fab 2, LLC may Borrower 73% of the project costs as
they are incurred up to a maximum loan amount of $535 million. The Sponsor prefunded its equity
contribution of $198 million through the deposit of funds in a cash reserve account, contribution of land,
improvements and other capitalized development costs. The Sponsor is also responsible for 100% of any
costs incurred in connection with the development of Phase 1 in excess of the estimated aggregate Phase
1 project cost of $733 million. Of this commitment, Solyndra is required to fund an additional cash
reserve account of $30 million in six consecutive monthly payments of $5 million, commencing in
December 2010,

The availability period for the guaranteed loan facility ends on May 15, 2012, The maturity date of the
loan is August 15, 2016. Principal payments will be made in equal quarterly installments beginning on
May 15, 2012 and will continue each quarter until the loan is paid in full on the maturity date, As of
September 14, 2010, the Borrower had made draws totaling $401.8 million.

On a stand-alone basis, the Borrower is required to maintain a debt service reserve account in an amount
equal to six months of scheduled payments of principal, accrued interest and fees. Additionally, if prior
to Phase 1 completion, the ratio of Solyndra, Inc.’s indebtedness to tangible net worth is greater' than 0.5
to 1.0 or if after completion Solyndra, Inc.’s tangible net worth is less than $175 million, then the
Borrower will be required to increase the amount of the debt service reserve from six months to nine
months of principal accrued interest fees. This increased debt service reserve level will be required to be-



maintained until such time as four consecutive quarters have passed in which the applicable conditions
that triggered the increased debt service reserve has not occurred,

_ The loan guarantee facility is secured by a first priority security interest in all property and assets of the

Borrower, including all personal property and all real property. In addition, Solyndra, Inc. has granted a
first priority security interest in all its equity interest in the Borrower and in a funding account that
contains Solyndra, Inc.’s required equity contribution to cover the balance of the cost of development of
Phase 1 and that will contain the required $30 million reserve for cost 6verruns.

IOII.  Status of the Project

The project (Fab 2 - Phase 1) relies on the success achieved in Fab 1, the venture funded commercial
scale line that is currently ramping up production. The current status of Fab 1 and Fab 2 is described
below.










Fab 2 = Phase 1

According to DOE’s independent engineer, construction of the facility remains on time and on budget,
However, the $65 million contingency funding is expected to be nearly exhausted at completion,
Additionally, the Sponsor is spending $39 million for the three CIGS tools discussed above, The CIGS
tool expenditures will tap the $30 million cost overrun facility and the unlimited Sponsor completion
guarantee established under the financing structure. .

IV. Financial Condition and Credit Assessment
Current Financial Condition

Solyndra, Inc. delayed its planned IPO in early 2010 due to a perception that the timing was
inappropriate. Instead, the company raised $175 million in convertible notes from existing investors, with
all but a few minor investors participating. Details include:

o Notes are secured by all company assets not pledged to DOE loan (i.e., Fab 1);

o  Optional conversion of notes 10/1/10 at $50 million equity valuation (would wipe out all existing
equity investments); and

o ]2/1/10 maturity could be extended by agreement of lenders.

As of 9/30/10, the entire balance of the convertible notes will have been drawn, though not fully
expended. Expected cash position after that draw is approximately $70 million. Average monthiy cash
burn rate from operations of the company was about $15 million in the first remainder of the year.
Current payables are approximately $90 million, which represents roughly three months of all operating
expenses (excluding depreciation).  Receivables at the end of 2™ quarter were about $40 million.
Therefore, the difference accounts for around $50 million, representing two to three months of cash burn.
Looking stnctly at cash, 1t appears that the company will need to raise additional cash in four to six
months to remain solvent.? If the company is unable to continue to stretch payables, that timeframe could
be compressed by one month or more. Additionally, the company indicated that the total construction
cost of Fab 2 - Phase 1 is more than is being charged to the project under the fixed price construction
contract, thereby leading to another source of cash bum.

Fab 1 production levels resulted in sales of approximately $£156 million during the trailing 12 months
ending in June 2010. Throughout this period, gross margms remained negative and are not expected to
become positive until 3™ quaxter 2011. As detailed in Exhibit 4, cash margins from operations were
approximately ($2.71/W) in the 2 quarter.

B

? Solyndra’s plan for raising additional capital is discussed in the Credit Assessment section that follows.



Credit Assessment

Based on its analysis, the LGO believes that the fufure financial condition of the Borrower will be
affected by: the financial condition of Solyndra, Inc., the Borrower's sole counterparty; the realization of
the technical parameters established by the Sponsor’s new plan; and the trends in the marketplace, which
have undergone considerable turmoil since financial closing. The evolution of the markefplace, in
particular, has led to a degradation of the Sponsor’s financial strength. Market uncertainty, competition,
and price pressures have weakened Solyndra’s niche appeal, requiring downward price adjustments to
increase sales. Although the company maintains that Solyndra still enjoys competitive advantages in its
target market, existing competitive rivalry, caused in part by the Chinese pricing tactics has reduced the
company’s price premium for the short-term at least. Additionally, the market turmoil has weakened
valuations in the solar sector, ultimately leading to the Sponsor delaying its IPO plans. As a result,
Solyndra’s recent capital raise relied exclusively on existing investors.

Under the LGO's risk framework, the LGO notes the following movements in Internal Risk Rating
factors:



o Spoasor Risk: While the Sponsor has initiated management changes to focus the company on
execution and cost containment, its ability to continue raising capital may be affected by current
market conditions. Specific near-term challenges include:

~ The new CEO has indicated focus on three key areas: ramping production and sales;
reducing costs; and implementing stricter processes and controls.

o Indicated they may slow capex in order to conserve cash and better align
production capacity with market acceptance; '

o Wil substantially reduce R&D to reflect maturity of basic technology and
ongoing need for incremental improvements; and

o Will eliminate focus on doubling throughput rate of key deposition tools, and
focus primarily on improving module efficiency.

— The anticipated raising of $225 million in preferred equity in late 4" quarter 2010 or early
1* quarter 2011:

o Convertible debt will convert at that time;

o Anticipation of equity value between $50 million - $100 million, including
outstanding debt that implies enterprise valuation of $600 million — $700 million;

o Bankers are hired, anticipate road show around November; and

o Are Jooking for lead strategic investor to help improve company presence, but
pursuing financial investors as well.

Although completion of the facility does not rely on future equity raises, Solyndra, Inc. represents
the Borrower’s sole counterparty and therefore, loan repayments will depend on the continued
viability of Solyndra, Inc,

o Technology Risk: Elements of Solyndra’s Fab 1 results have proceeded according to plan. The
Sponsor maintains that Fab 1 has achieved milestones well ahead of schedule and therefore, the
technical performance of Fab 2 is expected to exceed the metrics set forth in the project financial
model. The Sponsor is relying on this success to maintain debt service coverage ratios at the
levels originally expected. Therefore, loan repayment faces greater exposure to technology risk
given the deterioration of market pricing.

o Market Risk: Market risk has increased significantly since financial closing. The ressons for
this heightened risk are three-fold:
~ Incentives driving demand have been or planned to be curtziled;

—~ New capacity has been and contirues to be added to the market; and

— Solyndra’s price premium realized has been lower than originally expected.










V. QOther Relevant Information

Other relevant information regarding the Borrower includes the following:

e The Sponsor has submitted a loan application for $469 million for Phase 2 of the Fab 2 project,
The LGO is proceeding with due dlhgence on this loan application, but is mindful of the
company s current challenges.

o In order to address the market challenges, the Sponsor has initiated the development of two new
distribution channels. One involves a “demand pull” strategy wherein the company is working
with project developers in responding to RFPs and identifying opportunities where Solyndra’s
performance advantages will be valued, The second opportunity involves the Federal sector,
which represents a significant potential customer. The LGO believes these initiatives are
warranted. However, the LGO is mindful of the time it will take for these initiatives to
meaningfully affect demand.

V1. Compliance to Terms of the Credit Agreement

The Borrower has not reported any breaches of loan documentation or project documents and the DOE is
not aware of any such breaches. The DOE's outside counsel is currently reviewing loan and project
documentation for any potential defaults. At this time, there have been no amendments made to the loan
or project documents that materially change the legal or contractual risk as of the project’s closing date.

VII. Next Steps / Action Items

The project should be placed on credit watch for increased fnonitoring activities. Specific action items
include:

e Liquidity Tracking: The LGO will focus on understanding the liquidity position of the parent,
the implications of Fab 1 operating performance for the project and the company, and the risks to
the projections

— Company has indicated that it is currently revising the short-term (3 year) operating
projections and will share them with DOE when complete; and

— The LGO will begin reviewing monthly financial resuits from Fab 1 and Solyndra, Inc.
Monthly reports should include both financial and operational data to provide insight into
company performance and validity of longer-term forecast of Fab 2.

o Inshort-term, the LGO will review payables and inventory positions to determine
if actual financial situation is worse than that implied just by cash position,

= The LGO will develop a shortterm cash flow model to assess ongoing risks. Of
particular concern. Sensitivities will be conducted on:

o ASP assumptions;
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Production levels;

0

Sales levels (inventory build);

0

Yield metrics; and

0

Module efficiency,
— The LGO will consider monthly (or more frequent) calls with senior management to stay
apprised of the situation.

Fab 2 - Phase 1 Model Revision: The LGO will continue assessing the Fab 2 - Phase 1 project
in light of revisions to module pricing, efficiency assumptions and throughput assumptions.

— Baseline viability of the project needs to be reestablished under alternative scenarios.

— Decisions on how to address short-term issues will hinge on findings from this analysis.
Review of Technical Performance Metrics: The LGO will direct RW Beck to undertake a
detailed examination of Solyndra’s panel efficiency road map. Pane] efficiency, along with other

technical performance inputs, will materially impact future financial performance. Independent
verification of Solyndra’s revised forecast inputs is required.

Pricing Validation: The LGO will evaluate further the Sponsor’s pricing projection and
assumed premium.
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TO:; Files
FROM: Portfolio Management
SUBJECT:  SolyndraFab 2 1L1.C — Update to Avnual Loan Review

DATE: Qctober 15, 2010

This serves as an update to the Annual Review completed on September 17, 2010,

Following discussions with Solyndra, Inc.’s senior management, it is clear that the company will be
unable to raise the amount of equity capital required to fund planned growth. According to management,
"Q3 numbers were substantially under budget (volume and inventory-on-hand) resulting in guidance from
Goldman Sachs that there are no prospects of raising additional equity capital in a tight market of the size
required by Solyndra, Inc. ($300 million).

The impact of this development is that, while construction on FAB 2 continues to proceed slightly ahead
of budget, the company will effectively run out of cash late November (if the DOE refuses to continue
funding construction costs) or by the end of Q1 2011 (if the company is unable to raise any equity
capital).

Solyndra has undertaken certain activities including scaling down its growth objectives, proposing to shut
down FAB 1 and move needed tools and equipment into FAB 2, developing a targeted marketing and
sales strategy, and tapping existing and new investors for additional $150 million. In addition, the DOE
has been requested to make adjustments to certain of the loan terms.

In light of these development, Portfolio Management is recommending a further downgrade in Solyndra’s
credit rating to CCC,
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