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Oslo, April 27, 2007: Renewable Energy
Corporation [(REC) has today published its annual
report for 2006. Enclosed you will find a .pdf
verasion of this report.

. The annual report is also available on the REC
Group's webgite at www.recgroup.com.

A printed copy of the annual report will be
distributed by mail to all shareholders,
investors, . 0 s
analysts, journaligts and others whc follow the e
company . For further printed copies of the report,

please contact: - -

emi W

Bjorn R. Berntsen _
Shareholder Services Tt
Phone: +47 67 BL 52 54 . >

Email: irpost@recgroup.com - - .

C
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About REC
REC is uniquely positioned in the solar energy
s Ty s e oty vompany witha prezence
acrogs the entire value chain, REC Silicon and REC
Wafer are the world's largest producers of
polysilicon and wafers for solar applications. REC
Solar produces solar cells and solar modules, REC
Group had revenues in 2006 of NOK 4,334 million
and an operating profit of NOK 1,574 million.
Please also see www.recgroup.com

For more information, please contact;
Jon Andre Lekke, SVP & Investor Relation Officer,
+47 67 Bl 52 65

http://www.newsweb.no/index.jép 26.06.07 00099
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STRONG GROWTH (N REVENUE AND EBIT

Group revenues rose to NOK 4.3 billlon in 2006 from
NOK 2.5 billion in 2005, reflecting higher sales in all
segments. but particularly In REC Wafer and REC Solar.
Revenue Increases and EBITDA margin improvements
fueiled a 101 percent rise in EBIT in 2006.

AGGRESSIVE INVESTMENT
Puring 2006, REC committed to irvesting over NOK 8 billion

g

n expansion profects thraughout the group. The investments
will secure the canacity needed for further growt!s,

CONTINUED PROGRESS IN COST REDUCTIONS

Unit costs declined despile increased expenses related to expansion projects and
production ramp-ups. At REC Wafer, the average unit cost per wafer in the most
efficieni plant declined by about 15 percent year-on-year. Af REC Sofar, celk corwerslon
cost on an annual basis declined by about 10 percent In the same time pericd. Progress
in every division during 2006 me&ns REC is on track to meet s tost targets.

IPO AND LISTING ON THE O5L0 STOCK EXCHANGE

On May 9, 2006, REC made its inltial public offering of commen stack on the Oslo Stock
Exchange. debuting under the lrading symtiol “REC”, The price was set at NOK 95 per
share, at which the alfering was approximalely 15 times oversubscribed, The market i
capitaitzation of REC based on the oflfering price was approximately NOK 46.% billion,

INCREASED SHAREHOLDING IN EVERQ i
REC increased its shareholding in EverQ from 15 percent to 33.33 percent, taking equal

ownership in the compary. The oliver twe partners in the JV are O-Cells and Cvergreen

Solar, REC will supply EverQ wilh 7 400 MT of granulated pelysilicon over a seven-year

period Lo sequre significant expansions.

137 PERCENT RISE IN EBITDA
in 2006, REC Silicon's EB{TDA rose to NOK | 063 millon from NOK 413 million in 2005.
The EBITDA margin was 50 percent compared with 41 percent, year-on-year,

RROIECT

A Qb
Construction of 8 new production facl
Adjacent [ REC'S existing plant, the new plant Is based on proprietary technoloqgy lor the production of
granular sclar grade pofysilicon {SOG). The plant wilt add approximately & 500 MT to REC'S polysiiicon
preduction capacity, totaling close 1013 500 MT. Completion ang rampup of production is expected in

ity for granular polysilicon hegan in Moses Lake, Washington, USA,

the Lhird quarter of 2008,

L3
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USD 50 MILLION IN DE-BOTTLENECKING

REC has initiated a USD 50 million investment to further
increase potysillcon production by close to 167 percent through
de-bottlenecking, at the existing plant in Butte, Moantana, USA.
Thwe project consists of both adding silane gas proguction
capacily and modifying nearly 1/3 of the Siemens reactors
installed al the plant.
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THE YEARIN BRIER

STARTUP OF NEW PLANT
AT HERGYA

The new 200 MWp-Capacity
waler plant al Hereya came
online in 2006. Ramp-un
proceeded at a higher pace
than anticlpated, dellvering a
positive financial cantribution
rather than the predicled
negative contribution In 1the
lourth guarter, Ramp-up to
full capacity Is expected to be
achieved by the third quarter
of 2007

STRONG FINANCIAL GAINS
This business rmade strong gains
inrevenues and EBITDA in 2006,
Revenues rose 116 percent, rising
t¢ HOK B73 million in 2006 from
NOK 404 million in 2005. EBITDA
rose to NOK 195 million in 2006
Irom NOK 86 mifilon in 2008, a
127 percent gain.

200 pm WAFERS
PLATFORM SHIFT

The lransition from 240 um

wafers to 200 pm waters was

completed during the lourth
guarter, a technologicat
advance which will improve
patysilican utiization going

forward.

54 PERCENT RISE

IN REVENUES

Revenues In REC Wafer
registered o 54 percent gain,
rising ta NOK 2 455 million in
2006 from NOK 1596 million
in 2005. The strong revenue
growth primarily reliects the
fast and successiul preduclion
ramp-up of the new waler ling
al Heraya.

NOK 2.5 BILLION
INVESTMENT [N WORLD'S
LARGEST SOLAR PLANT
REC will buil two new plants
for raulticrystallinge wafers at
Hergya. The plants, with a
combined capacily of
appeoximately 650 Mwp, wi!l
he located adjacent to REC's
exlsting wafer plants and the
waler technology center. Total
Investment costs are
estimated at NOK 2.5 billion.
The two new plants will go
into production Q4 2008 and
Q2 2009 respectively.

Totak annual production of
multicryslatiine wafers at
Giomijord and Heroya will be
around 1.3 GW alter
complellon of expansion
projecis in progress.

SUCCESSFUL EXPANSIGN
AND RAMP-UR TO 45 MWp
The ambiticus expansion that
began in 2005 delivered a

capaclty and tripled medule
production capedity, Successiul
ramp-up broughl production
close to nameplate capacity.

LYl
ER

ENTERED MEDITERRANEAN MARKET
REC Solar signed a five-year contract to supply solar modules to
Spanish Gamesa So'ar. 3 specialist in equiprment manufacturing
and construction of solar tarms. The contract value for 2006 was
between CUR 25-35 milllon and the five-year contract volume
amounts to a total ol approximately 50 MWD of solar modules.

o= e

NOK @ BILLION IN
LONG-TERM CONTRACTS
SIGNED

The waler division entered
inta four long-term, take-or-
pay agreements for the
supply of muiticrystaline
silicon wafers ta major solar
cell manwfacturers: Sharp,
Motech, B Salar and
Suntech. Under these
ogreements, REC will deliver
walers worth approximately
MNOK 9 bilian. The division
achieved contract coverage
of about 80 percent. hased
on estimated production
volurne untit 2010,

ERTNESN tH

FURTHER EXPANSIONS UNDERWAY

The divislon initiated an expansion project that will moce than
quadrupie its solar ¢ell production and double its splar modute
production within 2008. Production of cells and medules will be
increased from today's 45 MWD level, up to 2 total of 225 MWp
In cells and 100 MWp in modules. Annualized revenues from the
celt expansion will represent around NOK 37 billlon, and from
the inodule expansion, around NOK 15 billlon at current price
levels (according Lo Solar Annual 2006)
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2006 WAS A BANNER YEAR FOR REC.

This organization delivered onits com-
mitment to growth through continuous
addition of capacity, ang did 50 while
continuing to reduce production costs
and generating a strong positive cash
flow from operations.

when we debuted on the Osio Stock

Exchange in May, the PO was 15 fimes
oversubscribed, reflecting the confidence
In the market for REC products, tech-
nolegy and strategy. The additional
resources placed REC in a position of
enhanced strength and flexibility. Since
the IPQ, we have committad o investing
over NOK B billion in activities that will
further increase the capacity and
productivity of each business area.

Rising energy prices and price volatility,

along with concerns regarding the im-
pact of carbon fuel use have led to
initiatives and incentive programs that
support the market for solar energy,
but the fact remains that our primary
goal has to be o make solar energy

prices truly competitivawith-those-of

LETTER FROM ERIK THORSEN
PRESIDENTAND CED

capacity and is based on our pro-
prietary Fluid Bed Reactor technology.
Ouwr FBR technology, which produces
granular pelysilicon, is the kind of sig-
nificant step forward that strengthens
the value proposition of REC as 8 whole
REC wafer has halstered s position as the
world's largest producer of mutticrystal-
line wafers. In 2006, capacity in this
business more than doubled and cpera-
tional improvernents  cutpaced ol
expectations. Revenues have more than
tripled over athree-year period. With ame
bitious cost reduction measures.
aggressive expansion plans and an ex-
tensive contract portfolio, there is a solid
platform for continued leadership. There
Is great dermand in the markel for every
sificon wafer we produce, and with con-
tracts covening 80 percent of anticipated
production volumes until 2010, REC Wafer
is in a favorable position. Yet we maintain
our fecus on building a better wafer - one
that is thinnet. more efficient and more
cost effective at every stage of its produc:

Laon.. ol
T Ear

=-NGTH

aggressive growth strateqy that wi'l
make REC Solar a sizeable down-
siream player.

REC has experienced strong growth within 2

short time and that growth will continue.
We have systematically approached the
chalienge of building a world class orga-
nizatlon at high speed, thereby laying
the groundwork for the fusther
expansions which are necessary to
reallze REC's ambitions.

High-tech solutions are the key to unlocking

the potential of the sun, and we are
reliant upon another natural resource
for these solutions: people. | would like to
take this opportunity to thank the
employees of this company for each inm
dividual's contribution 1o REC'S progress.
In oider to maintain our kkading industry
position and make the most of our
strengths and opportunities. we  will
make significant additions to the team of
talented people at REC in 2007 1 can
Promise newcomers a dynamic environ:
ment that will challenge their expertise

and—sdit—ent—a—frstciass—team—tor

other energy sources. Our integrated
structure strengthens us in this mis-
siop ta make the PV equation work - 1§
optimizes knowledge synergies and
R&D synergies and gives us unigue in-
sight into the PV value chain. The quest
for cost-efficienctes and scalability
across all our business areas continues
to be a key focus of our R&D effarts.

Sular energy is a promising future energy

source, but it is also a very real scurce
of energy today. The PV market is ex-
periencing  strong growth  which
translates directly inlo great oppartu-
nity for each of REC's divisions,

REC Silicon is aworld leader in the preduction

of silicor materials. Demand for this
crucial material from the PV and elec-
tronics industries far cutstrips supply,
underlining the outlook for solid growth
in REC Silicon. In 2006, we began con-
struction of a third facility that will add
6 %00 MT in polysilicon production

ol ondiart met o b
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2006 saw REC Solar make a successful
entry into the Mediterranean markel
and a favorable change in its product
mix in module production to 210 W
modules. Looking ahead, current ex-
pansion pratects will include elernents
of a step change based on evolving
technology that will deliver significant
reductions in cell and meodule cost
inputs. Production capacity is highly
focused ypon when it cornes to cell
and module praducers, but the critical
differentlating factor Is capacity utili-
zation, REC Sclar has a strateqic
advantage in its reliable supply of
wafers al a time when access te wa-
fersis a limiting factor for most players
in the industry. This is one of the rea-
sons REC Solar is well positiened for
further improvements in financiat
performance and growth. While this
business is already making solid prog-
ress, we are committed to pursuing an

support thelr professional development.

We alm to work closely with all our valuable

custorners across all our business divi:
sions to contribute to our common goals
of welkplanned growth, pioneering tech-
nalogy, uncompromising cost reduction
focus and cornmitment 1o making solar
energy truly competitive, REC intends to
deliver customer value through indus
try-wide experlise, innovative technolo
gy and cperationat excellence.

We are making the most oul of our every
advantage In ¢rder to advance PV
technology. We are finding innovative
selutions, inventing new tools and
processes, maximizing cperational
methods, expanding into new markets
and recruiting the best and the bright-
est. we are taking the REC Group on
the next stage of its journey, capitaliz-
ing on strength and knowledge and
building on a strategy that has delivered
positive results.

l LETER SO HELE
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While fossil [ueis will likely play a key role
in meeting the global demand for
energy in the coming cecades, inter-
est in and investment in renewable
energy sources has been accelerated
by international developments, The
International Energy Agency {IEA) has
estimated that world electricity de-
mand will double between 2000 and
2030. However, significant rises in
electricity prices in the USA and OECD
countries, and recent I’TIBJOF power

UULrJl.jt.') IFI u

consumers. At the same time, there is
an increasing political awareness of
and subsidy programs for renewable
energy in many countries.

The principle renewable energy sources
are combustible renewables, hwdro,
geothermal, solar, wind and tide/wave/
ocean energy. Recent data from the
IEA shows renewables are the third
largest contributor to globa! electricity

_J

production and projects that renew-
ables could supply more than a quarter
of total electricity by 2030,
Pholovoltzic {PV) energy Is rising in
popularity among renewable options.
PV is a solar technology that uses

sun into electricity, National govern-
mental incentive programs, such as
feed-in tariffs for PV instaltations have
been cruclalindriving Industry growth,
because the cost of PV Is generally
above gnd parity and such policies
support this technology as it advances
toward being able to generate energy
at costs that are cornpeltitive with con-
ventional sources.

1904

PV market
growth

Lower costs of production and technologl-
cal advances that bring greater cedl
efficiencies are key elements of
athieving competitive solar power.
Compettiveness is maost lixely to be
reached in markets that are sunny, have

; v pTICes.
While dernand and political support for the
industry has grown ~ during 2006,
several PV subsidy programs were
launched or extended in many coun-
tries - the global shortage of polysilican
was the principle factor in slower PV
rnarket growih in 2006 Annual growth
in PV irstallations averaged 42 percent
over the last five years, but in 2006 the
global PV market grew 19 percent to

{ext. subsidies}

Characterized by:

 Low interest roles

* Strong sunshine

* High power prices

* Strong purchasing
power

Source: NASAPSSE Feo 2005

THEMOSTATT E’AETIVE- PV MARKETS

Ruglon avernge 18649

1.0

z [+X-3
S 04
0.2

Cost competltivenass of PV electricity

B Bulk cost

199¢ 2000 2M0s  Z020¢  203Ce 2040

AWhAn2idoy)  NASASSSE 2] Feb 2405 | Source! REC, based on EC Vislan report 200%

il Photovoltaic (PV)
B Utility peak cost
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PV ENERLY MARKET

Meeling the world's increasing need for energy

sustainably and securely has emerged as 8 crucial

chalenge. Inthe searchforsolulions, renewable

enerqu sources have gained prominence.in 2006,
PV energy received substantialinferestand polifical

support, burpolusilicon supply issues sfrongly

impactedindusiy growih.

i 744 MWD, down from 34 percent
growth in 2005. Total crystalline silicon
cell production rose 30 percent year-
onryear in 2006, Lo 2 021 MWp.

Access to polysilicon is a fundamenta!
factor in the PV industry and nsuffi-
cient supply slowed growth throughout
the value chain — capacity utllization
dropped to 66 percent in 2006 from
78 percent in 2005, a new low in the
rPcent history of the PV industry, 1he

by W O pPo G o) 8 B
increases in modules. which slowed in-
stallations during the first hatf of 2006
and inventories grew. In the secend half
of 2006, prices fell back and instal-
fations picked up, but an estimated
340 MWp in unused invenlory re-
mained at year-end.

The two largest markets for PV remained
Germany and Japan, representing a
combined 73 percent of the world

market. While growth in Germany and
Japan slowed to 16 percent and 3 per-
cent. respectively, the rest of Europe
rase by 108 percent - led by develop-
ments in Spain. Despite slower pro-
gress, Germany still accounted for
more than half of giohal demand in
2006. Both of the largest markets have
weli~developed domestic PV Industries,
established PV sales and marketing
|n1rastructure and strcnq pollllcar

3 heatthy environment for sustamed
growth going forward.

MARKET FOCUS

GERMANY

Total size of the German market regist-
ered a moderale rise in 2006, ending
the year at $68 MWp compared to
837 MWp in 200%. This stands in sharp
contrasl to the 53 percent growth seen

WORLD MARKET SIZE 2006

{MWp) PV instaliations

—
i
]
-
-
—]
]
1
t
)

i

Source: Solarbugr LLE 2007

The figure is an illustration
of the demand curve for
solar systerns, e.g., the
willingness to pay for solar
power plants in various
countries, The non-subsi-
dized demand 15 based on
an energy price increase of
6 % per annum.

Demand curve for PY system installation in 2010

*Japan; Used discount rate at 6,7%. Using 3,0% glves
a break-even system cost of 4.2 EUR/Wp

taild
g gt

'Dnﬂ targety,

Hﬂq-m
~2Gw R Yoliiney,

B Current subsidized targets

M Additional expected
subisidized targets

Indlcate an annual electricity
price increase of 6% from

200U6-2010
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a year earlier. The annual decrease in
feed-in tariffs and the fluctuation in
module prices from higher in the first
half of the vear to fower in the second
half strongly influenced the develop-
ment of this market, In mid-2006,
medule prices in Germany declined far
the first time in two years.

PV market growth in Germany since 2004

has primarily been driven by the eco-
nomic return from PV installations,
rather than an increase in environ-
mental motivation amoeng purchasers.
The country’s Renewable Energy Act
ushered in a feed-in tariff system and
tin 2004 new tariffs for PV systems be-
came eifective. An increasing number
of banks also offer sofl loans for PV
systems.  Funding schemes also
cocovcane BY investors

report isstied in february 2C07 projectad
in Its development scenario a cumula-
tive PV instalation of 10 GW by 2020,
Implying an average annual market of
only 500 MWp in the coming years.
This suggests a likely decline in the
funding level for PV investments in
Germany. A mandatory review of cur-
rent renewable energy-supportive legis-
lation will occur before the end of 2007,
The German ecanomy is showing signs of
recovery, but economic growth s ex-
pected to be slower in 2007 Interest
rates rose in 2006, negatively impacting
the willingness of ail customer groups to
invest in PV systerns, but the residential
segment remained the most active,
Commerclal installations rose during the
year, So far in 2007, sales in this market

havg

R
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Coal and nuclear power are Germany's

principle efectricity sources and are ex-
pected to remain so for some time,
However, the overall share of electricity
from renewable sources rose by 1 per-
cent year-on-year to 12 percent in
2006, The country targets an Increase
in this share to 20 percent by 2020, but
is not expectad to place special empha-
sis an solar electricity, In tact, a federat

ory accumulated during 2006 and cus-
tomer expectations of further price falls
in the shortterm. The residential and
commercial segments are hoth expect-
ed to grow in the future.

JAPAN

The Japanese market stagnated in 2006,
rising only to 300 MWp from 292 MW,
year-on-year. For the first tirme inover a

decade, the residential market weak-
enped. A 12-year residential PV subsidy
program ended in 2005, but even in
the absence of federal subsidies, the
market has coniinued {0 move forward
- thoughat a slower pace. During 2006,
government support for PV has
switched focus from the traditionally
leading residentiai segment to large
commercial systems or clusters of Pv
systemns. The largest system in the
country (515 MWp) was launched dur-
ing this time, and a program to reduce
€0, emissions through cemmunity or
region-wide PV instaliment also began.

Qll, coal and natural gas are the maln

sources of energy for Japan, but the
country has a stated goal of installing
4.82 GW of PV by 2010 and must also

ac ] .
SEPHSSORST DY

6 percent of baseline 1990 by 2012, in
accordance with the Kyoto Protocol
agreement. Electricity dermand in
Japan has grown steadily over the last
two years ancis expected to grow at an
average of 09 percent through 2027,
In 2006, 50 percent of the country's
total electricity was generated by ail,
gas and coal plants, while only 7 percent
was contributed by renewables,

Rest of Europe market (MWp)

7/ GW

Cumulative global PV !
installation reached just
helow 7 GW, representing
ten-fold growth in the
{ast nine years

000
800
600
400
200

Source: Satarbuzz LLC 2007

Rest of worid market (MWp)

Saurce; Solarbuzz LLE 2007

150
120

Source: Sularbute LLC 2007

United States market (MWp)
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PV ENERGY MARKET

The government was responsible for fost-

ering the PV market, but further Pv
growth has been promated by relatively
low module prices, the voluntary elec-
tricity buy-back schernes of national
utilities, the energy-efficiency focus of
homebuilders, high electricity prices
and low interest rates.

UsA
The USA market had solid growth in 2006,

rising to 140 MWp from 105 MWp year-
onryeal; bolstered by strong perfor-
mance in the residential segment mostly
due to the Californla Emerging Renew-
ables and New Jersey programs.
Envirorumental imperatives and energy
independence concerns sparked a wave
ofinitiatives and subsldy programs sup-

3 000 MWp of new, solar-produced
electricity by 2017. The California Solar
initlative provides over USD 3.3 billion
in incentives over the next decade for
existing residential homes and existing
and new comsercial, Industrial, and
aqgricultural properties.

In March 2007, the US. Department of
Energy announced thirteen industry-
led solar technology projects will re-
ceive up to USD 168 million in funding
as part of the U.5. Solar America Initia-
tive. REC Sllicon was included In the
team selected under this initiative with
the objective of a value chain partner-
ship to accelerate USAs PV growth.
These and other programs in the USA
are expected to fuel market growth
going forward.

and pelicy commitments. Policy initia-
tives target a 20 percent of primary
energy to come from renewatles by
2020 and a 20 percent reduction in
greenhouse gas emissions in the same
time period.

Activity in the Spanish market comprised

maost of the Eurppean gains in 2006,
reaching 10 MWp. The Spanish market
was led by large, ground-rnounted sys-
tems. The country's New Renewabla
Energy Planis currently capped at 400
MWpin cumulative instalied generation
capacity from PV by 2010. However, it
may be reasonably anbicipated that this
wilkbe lifted, Feed-in tariffs for large and
small systerns support this market.

The PY segment has averaged owver

poTHTg PY-aCross thecoomtry:

Driven by federal tax credits, rising electricity

prices, increased consUMer awarengss,
more PV marketing, and consumigr
commitment to anti-globat warming
measures and iImproved enerqgy security,
the California Emerging Renewables
Program promoated a 67 percent rise in
instaltations during 2006,

As part of the Million Solar Roofs Program,

Caliternia has targeted creation of

¥t

Coaigereratedé-percent-of USAtotat

electricity, while the share from renew-
ables (excl, hydroelectric) rose 10 percent
from 2005 levels to 2.6 percent.

REST OF EUROPE

The wider European PV market registered
a sharp rise to 185 MWp in 2006 from
89 MWp in 2005. Renewable energy
sources continued to gather support
from energy independence concerns

ZOrpeTCETtgrowtranToEty-for s
ber of years. There are a number of
anatyses and prognoses that present
varying specific sceparios for the
future dgvelopment of the PY market,
gt alt af thern are positive and com-
municate expectations of continued
significant growth in demand for PY
jraducts.

Germany PV market {MWp)

‘Snurce; Selarburz LLC 2007

Japan PV market (MWp}

Sourcer Solasbuza LLE 2007

Estimated arowth above
AQ% in 2005 - 2010
Estimated PV capacity
<2.5% of the annual in-

production in 2010,

installed in 2010 represents

crease in globat electricity

industry production (GWM™

Production (G

=Assurming W00 3un Poirs tn average

Saree Pliplon Consifting, ok Annual 2006
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GROUP OVERVIEW

With production ramp-ups and expansion
projects underway in every division, fhe

REC Croup shill achieved slrong progressin
produchivity and declining unifcosts in 2006,
while simultanecusly delivering solid produchon,
revenue and margin growth.

The REC Group 15 a giobal player m the
photoveltaic (PY) solar energy industry,
and the company with the broadest
presence across the value chain. REC is
the world's largest producer of silicon
and wafers for solar applications, as
well as a producer of sofar cefis and
modules. Throughout the REC Group
there is a continuous focus on techno-
logical innavation. lean production and
universal reduction of unit costs.

REC's business activities are organized in
three divisions: REC Silicon, REC Wafer
and REC Solar. REC Silicon produces sili-
won materials mainly for the PV industry,
but also for a limited number of etec-
fronics customers. REC Water produces
mulli- and menecrystalline wafers for
the PV industry, while REC Solar produces
solar cells and solar modules.

REC Group headguarters is in Oslo,
Norway. REC Silicon’s facilities are lo-
cated in Montana and Washington state,
USA_REC Wafer's lacilifies are located in

NOTway, WhiE The Tad
are located in Norway and Sweden, with
a smaller operation in South Africa.

S0LAR VIABILITY IS THE KEY
There Is one imperative for the PV solar
business and that same imperative is
what directs all REC stralegy: PV solar
must achieve viability. At the same
time it is important to note that there
are no large scale, low cost energy
sources currently avaitable that will not
have a negative impact on the environ-
ment - and hence can expect to grow
without facing political limitation and
drawbatks such as CO, costs, nuclear
waste storage risks and costs etc. Inthe
long term, PV must become completely
competitive with other energy sources.
While current profitability In PV solar
has been pushed by tariffs and subsi-
dies. PV has become commercially
viable in many parts of Japan and will
likely become so next in sunny areas
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like California. Florida, Spain, India,
etc. and it still has huge cost-cutting
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generated electricity is cruciat. This
necessitates a continuous push for
technclogy and production improve-
ments that drive down cost-per-kWh,

The PV industry is young and in a state of

rapid development, REC has taken a
pioneering position, investing heavily
in the development of equipment and
processes — especially in ils silicon and
wafer businesses, and carrying the
benefit of this experience into its solar
division. The advancement of the PV
industry is dependent upon techno-
logica! innovation, Improvements and
solutions rmust come fast,

REC takes a position of industry leader-

ship in driving down cost (measured in
cost-per-produced k¥Wh), investing its
financial resources and human capital
In pursuit of this qoal. Each REC division
has a track record of cost reductions
and delivering on ambitious targets,
we Invest in R&D across all divisions,

functions and activities. In the cost-cut-

ting effort, REC also strives {0 operate
all aspects of production more effici-
ently, through lean manufacturing
principles ardd new technologies thal
produce at a lower cost. REC facilitics
lead the industry in efficient industriali-
zation, with large-scale production and
a high level of automation. The majority
of equipment used is proprietary or
developed according to customized
specifications.

ENTREPRENEURSHIP IN EVERY

DIVISION

Throughout the REC Group there is an
emphasis not just on seizing opporluni-
ties. but on creating them. The con-

stant pursuit of more efficient and
competitive selutions and a strong cus-
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that is entrepreneurial and dynarnic in
nature, REC is the world's fargest pro-
ducer of sificon for PV applications and
holds all rights to its proprietary pro-
duction technology - including a new
step change process for deposition of
granular silicon. REC is also the world's
largest producer of silane gas, which in
addition toits use in making polysitican,
is used by the elecironics industry as
well and for thin film silicon applications.

Producing 200 s wafers, REC Wafer is the

world's largest producer of mutticrystal-
line wafers as well as a significant pro-
ducer of monocrystaline wafers for
high-efficiency cells. A shift to even thin-
ner wafers is expected during 2007,

The group's cell and medute preduction

has gone from start-up to top-twenty
in the world in four years, achieving
substantial growth on the strength of its
high-quality preducts and world-class
production facilities. Further ambitious
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growth plans are underway, as REC
seeks to achieve greater balance across
its value chain, with stronger sales and
markeling to broaden the customer
base of this business and international
expansion on the horizon,

THE POWER OF INTEGRATION

Having a broad presence across the entire
value chain sets REC apart from all ather
cempanies in the PV industry, REC re-
mains the most integrated solar com-
pany in the world, a structure that
strengthens the group as a whole as
much as it delivers unparaleled advan-
lages to each division. The integration
translates into a far-reaching overview
and understanding of the PV industry.
Because of the reiationship between
divisions, REC can more easily compare
the cost/benefit of alternative routes to
an attractive product and can efficiently

adapt lo the step changes that can
occur in rapidly evolving Industries. For
example, this means little or nolag time
ingearing-up totake advantage of techr
nolegical advances elsewhere in the
chain, it also means direct insight into
the drivers of customer and supplier
businesses, resulling in a more precise
assessment of the implications of any
related developrments.

Beyond providing a betler plannlng base
and visibility Into the future, the inte-
grated structure also has fiscal bene-
fits. REC has a more refiable financial
situatton, as it is better able to ride out
cycles along the value chain compared
to cell-only or wafer-only companles
whose positions are more exposed.
Among other impacts, the ability of
these comparies to fund R&D can fiuctu-
ate, Its structure also has the beneflt of
making REC a more predictable and

transparent play for investors and cus-
tomers.

Integration also means unparalleled utili-

zation of production capacities be-
cause REC Sificon provides REC's other
businesses with a guaranteed supply of
the scarce polysilicon other players arg
hard-pressed to obtain, There are con-
siderable synergies in R&D as weil, wilh
breakthroughs in ore area being quickly
assessed for utility and impact through-
out the value chain.

Control across the value chaln Is @ majer
advantage in achieving greater cost-
cutting opportunities, synergies in
technological innovation and maxi-
mum value creation. This is a capital-
intensive, technology-driven industry.
For the foreseeable future, integration
is the best platform for achieving the
paramount goal of competitive solar
energy.
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: PEOPLE |

More than ever, REC people are enthusiaskic |
aboufheirindusiiy and anxious fo contribute to
the future. AFREC, we strive fo provide a warking
environment thatis inspiring and suppartive, one
hat nurtures an enfrepreneurial end pioneering |
culture made up of individuals with a firm sense
of purpose and dedicalion.

People want not only to work in a com-
pany that is profitable, provides oppor-
tunities and attractive remuneration,
they also want to be part of a company
they can be proud of. We try to make
REC a place where people have a
strong sense of ownership, feel proud
to work and recommend to others
with enthusiasm. There Is an extra
dimension of working at REC - we
work in a company that directly Im-
proves the world we live in, The world
has anundeniable need for clean energy.
Solar energy can fill that need and we

AL DD

at REC also means working with leag-
ing edge technolegy, which provides
@ constant challenge and constant
opportunities for professional growth.
We can honestly say that our jobs not
only have a future, but are partici-
pating in creating the future.

This is an entrepreneurial, ploneering culture.
Initiative is strongly encouraged and
supparted. There is a sense of motion
and progress with change as a con-
stant. The solar industry is growing and
advancing at a tremendous rate of
speed and we are determined to remain
attheforefront ofthisdynamic develop-
ment. REC is growing a ot and very
quickly. The strong and rapid growth
means exciting steps forward for the

i entire organization, but it also presents

challenges. Particuiar attention has to

be paid to managing the increase in
our workforce, with regard to both
present statf and new recruits. Past ex-

perience provides us with some guid-
ance and we will closely manage the
process.

Glven the rapid pace of development on
all fronts, it is accurate to say that REC
is @ demanding environmment. In return,
we lake steps to ensure that we offer a
workplace and an environment that
delivers avaluatle return, We are a flat,
team-oriented organization that en-
courages people to involve themselves
ant take responsibility Team members
are supported, respected and trusted.
Managers are expected to lead by

fessional growth and actively nurture
this company’s commitment to creativity
ang teamwork,

REC is an international workplace and will
deflnitely becorne increasingly s¢. The
talents of our muitinational team have
played an impartant rele in driving
this company forward. Dependent
upen new ways of thinking and in-
sightful creativity, we embrace and
pursue workforce diversity as a com-
petitive advantage.

What kind of people thrive at REC? They
take pride in doing good work. They
are open {0 changes. They are inde-
pendent-minded team plavers, goal-
ariented, responsible and engaged.
They expect work to serve a purpose
beyond making a living. We are fortu-
nate in the essentlal quality of the people
who have chosen to devote their con-
siderable falents {o this enterprise.
We'd like you to meet some of them.
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JEN-SHENG KU
1 actually came out of my retirement to

work here. | had taken early retirement
from BASF in Germany and then |
heard about REC from a friend. | liked
the concept. Solar helps the environ-
ment and reduces our dependency on
oil ang coal and everything that ¢on-
tributes to the greenhouse effect. 1 really
like the direction of the company. To
enjoy where I'm working { need a sense
of accomplishment. | have to feel that |
can contribute to the ¢company and that
the company can contribute to the
world.

1 work on all phases of operations and
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from an engineering standpoint. Right
now, {'m working on impravement and ex-
pansion projects. Projects here are always
tearn-oriented. Team size varies with the
size of the project and it's a pretty big
team to manage a 600 million dotiar
expansion project

Problems are opportunitics. We can make

our production batter and more profit-
able. There's always something we can
o better | still see a lot of opportuni-
ties for improvements throughowt the
plant. I've worked in many chemical
plants, 5o | see exactly where | can apply
my knowledge and experience.

I've been working in the chemical industry

for thirty years. | took my BA in Taiwan,
my MA and PhD in Ihe LSA. 1 was born
in China. I've moved eight times in the
last 20 years and | moved from Houston
to come here. Even though tve lived
many places, it's still a transition. But
it's been worth it. REC has been what |
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expected, but I've been surprised by
the aggressiveness of the cempany.
I mean, the first expansion already
doubled our capacity. But this is a cru-
¢lal moment in solar industry histary,
and I'm glad to play a role in it. When
even China commits to spending bil-
ligns on solar, it i5 a strong signal that
something important is happening.
What isimportant with so many new people
coming into REC s to keep a strict focus
on discipline. There should be no devi-
ation from procedures. We handle a lot
of dangercus chernicals and pecple have
to understand there will be consequences
from net doing a Lhorough jeb. Safety
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SHARON E. PALMERTON
| began working here aboul 10 years ago
with Komatsu, When REC purchased Lhis
facility, 1 was given the opportunity to
move to customer service, and then to
marketing. I'm involved in trade shows,
PR, communications, Informational tours,
community services/sponsorships.

One of thethings that really makes adiffer-

ence tome s that before REC, the focus
here (after safety) was on streamlining
processes and becoming profitable.
Now that we have been succassiul with
that, we're in a position to give back to
the community. Employees and com-
munity interest groups have approached
REC Silicon with volunteer and edu-
cational projects. which has been a
pleasurs to support. for example: we
just recently hosted a visit from area
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PEOPLE

school teachers, providing them with
business and industry insight to share
with their students. That's very gratify-
ing and rewarding.
| think we have agood, cooperative envirgn-
ment with a broad range of ethnicities
working here. Talented woimen, talented
people in the workforce here succeed.
My experience is that there is oppor-
tunity for growth and personal/profes-
sional development for any employee
who works hard and wants it. | also be-
lleve that an emplayee who continues
to grow adds value to the organization.
It's been a transition going from the elec-
tronics industry to the solar Industry,
hut it's made all the difference. Just a
few years ago this facility was down-
sizing, now we are working on hiring
good peopie for the expansion.
i We are stretched here - as we grow, we
are feeling the need for more people.
I think the demands of supporting the
existing faclity and the expansion facility
is sometimes taxing for existing staff.
i But we look forward to being joined by
new people who will find this company
appealing on a professional and per-
sonal level,

difference in the industry and our com-
munity. | feel excited about where we're
qoing as a company.

MORTEN WALMAN
ScanWafer (REC) came to take over a
Norsk Hydro plant | worked at that was

The best part has been contributing to
building up the sofar industry. it's not a
typical experience you get in a pro-
duction-type company. You feel you
are part of sarething that has a special
rmarket position and is very future-
oriented. But working conditions can
change regarding technology, meth-
ods efc. You have o be able to keep
up! 1t's the kind of place | would re-
commend to younger people - a good
place to work with & lot of possibilities
going forward.

But there are challenges for this organi-
zation compared to a place that's
established in its way of doing things

and the process. My time is divided
between sitting in my office reading
and belng on the computer anatyzing
data, and doeing tests in the laboratory
and in the cell factory.

Before REC, | had worked in Germany

for four years, where my work was
focused an the narrow and specific
subject of silicon solar cells, Going
from laboratory experience toindustrial
mass production was a big challeng2
for me in terms of planning, arrang-
ing the experiments and especially
understanding experiment data, How-
ever, it's much more satisfying to make
and see real-world progress. Here, if

Xy

ShOTHOWITand what tThey Were comng and &S CUtUre. Aere, INere are sura FOUTI SCMEthing that Takes & Stabie

seemed interesting. ! have to say it was
new for the 60 of us who came from
Hydro. We knew absofutely nothing
about what it was we were starting
with. There were a total of about 80
people starting up this business from
scratch. Coming from traditional pro-
cess Industry to this was a big change,
There was a (ot of fun - new equipment,
improvements, learning new things. And
there still is. There is something new
just about every week. This is definitely
a place where what you did yesterclay
may not he what you are going to do
tomaorrow.

| work as a Process Operator, working
with the wafer saw. I'm alse the em-
ployee reprasentative. We are union-
ized and all operatars share equally in
the productivity bonuses we get each
month we deliver volumes above ex-
pectation. We produce a lot and we
produce it well.

|
|
|
we're not just profitable; we're making a

lot of little stones to put into place. It
takes time to build up a culture. t mean,
we started with nothing 5 years ago.
It's not the kind of thing that gets
estabiished overnight. There are good
communication channels and a good
flow of ipformation foday, which
wasn't the case in the beginning. But
now, | would say we have & good sys-
tem. And we have a qood dialogue
with the management.

VIET NGUYEN

There's a good atmosphere here. You get
a lot of open minded cooperation. You
need to have challenge in your work
and you need a good internat structure
for developing technology. My work
is focused on what happens as the
waferis on its way to becoming a cell.
I'm deing research, examining cell
performance and looking for improve-
ments that can be made to the cell

improvemant of C.1 percent efficiency,
it is real progress.

When 1 came here, F began investigating

cell performance. | studied the cell
pracess for two months working as an
operator first. The philosophy here 15
geod for new staff members — every-
one works at least two or three weeks
as an operator. It's a very practical way
to get you to understand the cornplete
process in mass production.

Planning anc doing tests in a production

line requires team work; you can't run
tests alone. In my tearn, there are three
Norwegians, Lhree Swedes, two Vietna-
mese, bwo Chinese and one American.
We learn each other'’s different work-
ing styles. That’s been a vary positive
aspect of working here. The biggest
difficulty fve had in coming to REC Salar
is learning how to sleep when you have
twenty four hours of sunlight up here
during the summer.
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RESEARCH AND DEVELOPMENT
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é The quality of REC RO is refiected in the sdvences |
i i i
| made and the resulls delivered by the group. i
i - . . . . .
Intensified investmentin this key area will deliver
further developments in current production ,
processes and equipment, as well as next :
generation rechnologies, to reduce costs and
INCrease produchivity hroughouf he value chain.
REC is in the migst of a major R&D expan- facturing In 2005, The technology race
sion - proceeding at & higher pace than is on and in addition to cost leadership
the expansion of the group itself. The in polysillcon, we aim to bulld on world-
reason is simple: The PV industry Is a leading wafer production concepts,
technolegy-driven commercial enter- and to ready ourselves for a step change ‘
prise. It is wholly dependent upon con- in cell production. REC COST i T
tinuous technological advances that  REC focuses on the development of silicon- 'rmcrrs; (ﬁ;?,:’s In %';'
willenhance sciar powes's relevance &s based technoiogles Devclopment work
an energy snuirer The target is grid Is ongoing 3 2
pasity, making PV equal or lower in zahon in the daﬂy factory cperatnons.
price than grid power for homeowners inthe technology development groups g
and businesses. The mission of REC of each business unit, in the planning = i
R&D is the mission of the company at of expansion projects, in the specifi- =
large: Make solar technology viable, cation and ordering of new production '“"j
Seek the highest efficiencies from low- rachines and in the corporate tech- ,?.E
ast cost processes. All technologies, nology department. In addition comes )
processes and cgupment developed similar intensive efiorts among our
are directed at achieving this aim. material suppllers, equipment suppliers
REC will continue {o take a pioneering and cooperating research institutes.
position in the PV industry. Because of
this commitment to finding or creating FLUIDIZED BED REACTOR (FBR)
hetter solutions, preduction benefits  TECHNOLOGY
from a substantial amount of proprie-  The FBR-based technology for polysilicon
tary eguipment and what may be the deposition is one of the latest and maost
industry's best cost platform - in par- promising results of our technology é
ticular for silicon and wafers. Going for- progrom. The new process beging with
ward, REC will continue the quest to silane gas and generates an output of §
make solar energy more competitive granular polysilicon. The energy con- g
and the company airms to halve the sumption for the granular process is i
production costs of solar modules in 80-90 percent below the typical b:
our new plants in 2010 compared with Siemnens reactor process, primarily due 1
wihat was regarded as world ¢lass manu- to & hot wall design in the granular _F_ig_
19
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it is important to note that silane is a
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reactor versus the standard and energy-
Intensive cold wall in the Siemens pro-
cess, which is necessary in order to
avoid silicon deposition on the walls.
Capltal and labor costs are also re-
Cuced by the continuous FBR process
versus the Siemens bateh process. The
granular silicon is capalie of achieving
an extremely high level of purity, which
will allew us to avoid any compromise
on cell efficiency.

REC Silicon holds 21 approved or pending

patents. Patent applications for ihe
FBR technology are focused primarily
on unigue gas injection and energy in-
out sclutions. Continuous research is
providing a pipeline for agditional patent
filings. 1ssued and pending fluid bed
patents by other companles, combined
with our patent profile, present a seri-
ous deterrent to new entrants to the

pyrophoric gas requiring considerable
expertise in all handling and industriali-
zation. Shortculs in the development
of new processes and eguipment for
this gas cannot be taken without subr
stantial sisk. REC recently received an
award by Air Liguide for ils safety per-
tormance in silane handling.

WAFER TECHNOLOGY
REC Wafer technclogy has long been an

area of intense R&D. As aresuit, REC's
wafer production facilities are world-
leading. In this area, REC has about 20
patents and patent applications cover-
ing existing and future water process-
¢s. Proprictary technology In areas
like large scale furnaces, ingot fixation
systems, automated Block handling,
multicrystalline wafer sawing. wafer
washing machines and eguipment for
automatic singulation of wafers cre-

ates a strong advantage and directly
enhances productivity.

REC was the first company in Europe to
introduce 200 L& walers and intensive
efforts are underway to commercialize
the use of even thinner wafers and thin-
ner wire. Thinner wafer and wire trans-
lates into a reduction of the amount of
silicon used, leading to cost savings. But
there are serious challenges in this: thin-
ner wafers break more easily, thinner
wafers may lose cell efficiency. {hinner
walers are more smgooth and sticky and
will be more difticult to separate and
thin sawing wires will break more easily.
So processing methoas, process control
and auternation becorme even more im-
portant elernents in facilitating Lhe use
of new wafer technalogy.

Athinner wafer is not ennugh in itself. The
electrical qualily of the wafer must also

higher sofar cell efficiency. REC has a
large and specialized development
program for improving wafer quality.
Reducing impurities and improving
crystal quality are key objectives. The
level of impurities from the crucible,
the furnace, and the trucible coating
are key targets for reductions. An ex-
tensive, systematic technology pro-
gram locuses on quality understanding
and how to improve furnace processes,
equipment and malesials. So far, sub-
stantial upsides have been identifled.

CELL AND MODULE TECHNOLOGY
R&D in REC Solar is almed at lowering

costs and irmproving solar efficiency of

the cells and preducing a module that
makes the syslem as cost effective
as possible for the customer. Such
research and development work is con-
tinuous both for existing production
processes and for future processes. In

existing production processes a large
armount of development work has been
focused on the manufacturing of
steadily thinner cells. This requires im-
proved process control, better charac-
terisation tools and improved handling
technology. Furthermore, REC Solar
has in 2006 been able to raise cell ef-
ficiency by introducing new materials
and new procedures in key parts of the
production process

Mew cell processes for production of new

cells are currently being developed at a
very high rate and REC has about 10
patents and patent applications, cover-
ing primarily future cell and modute
processes. The technological develpp-
ments are aimed at producing higher
efficiency cells, preferably with even
lower cosl processes. Representing
next-step technology, most of these cell
processes have passed the laboratory
development stage and are currenitly
belng tested for pilot production. The
first elements of @ new progess will be
included in the Narvik expansion. Furthe:
elements wiil be phased [n as soon as
they are qualified for mass production.
When afl elements are in place, we tar-
get a cell efficiency above 1B percent in
future expansions.

There is also a strong buildup of R&D ex-

pertise in module manufacturing cur-
rently underway. Some of the devetop-
ments are short-term, leading to new
automation solutions currenthy heing in-
stafied. Other developments are longer-

search for lower cost encapsulation
materials without compromising on
module efficiency. A third group is re-
lated to the Interplay between cell and
maogdule efficiency, where REC obviously
benefits from good internal communi-
cation belween the two operations and
complete transparency.

JV AND OTHER PV TECHNOLOGIES
Today REC primarily develops and pro-

duces silicon-based technologies and
products. Cur joint ventures In external
technelogies, CSG Solar AG and EverQ
GmbH alsc refleck this silicon focus.

REC has taken a 2L7% positionin CSG Solar

Genbh, @ company located in Thatheim,
Germany that produces microcrystal-
line thin film medules based on depo-
sition of silane on glass. As REC is the
world's largest suppiier of silane anc
has solid expertise in silane deposition.
future synergles can be expected.
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RESEARCH AND DEVELOPMENT

Thin film technology generally implies
the deposition of various gases and
malerials on a glass sheet. [t normally
gives much lower efficiency than wafer-
based products, and there are fre-
quent difficulties in homogeneity and
stability. Lower sales prices are also a
handicag due to the lower efficiency
{which gives higher installation costs).
There are three main types of thin
film technclogies currently being
prepared  for  mass  production:
Silane-based, Copper Indium Gallium
diSelenide, Cu-1-disuifid and Cadmium
Telluride.

In 2006, CSG Solar won the World Tech-
nology Award in Enargy for its new re-
cord efficiency in thin-flm micro
crystalline silicon modules based on
its low cost, proprietary crystalling sllicon
on glass technology. However, CSG
Selar commenced production during
the second quarter of 2006 and has
encountered a number of challenges
refated to scale-up, and ultimately
ramp-up of tha plant. €56 Solar s
warking with their suppliers to fully re-
solve the issues.

REC also holds one-third of ribhon technol-
ogy company EverQ. The other inves-
tors are Evergreen Solar Inc. and G-Cells
AG. In June 2006, EverQs 30 MW
capacity wafer, cell ardd moduie plant in
Germany (based on Evergreen Solar's

multicrystalline waler quality mor

patented String Ribbon™ technology)
began production. Construction of &
second  production facility with a
planned production capacity above 60
MWp began in August 2006. Ribbon
technology requires high purity granu-
far silicon which makes such a joint ven-
ture an exccllent fit with the granular
silicon to be made with new REC FBR
technology.

The shortage of sllicon has led to high
prices for solar modutes on the world
market, and as a resuit there is a boost
in the start-up of thin film and other
technologies. Regarding other thin
film devetcpments REC wlill actively
take part where we see opportunities
relative to impraved cost potential for
one ¢r imore market segments going
forward. By investing in such joint ven-
tures and others deemed premising,
REC will remaln well-positisned to ad-
just to shifts in dominating sillcon-
based technciogies.

We belteve that silicon and wafer-based
technologies are going to be the industiy
standard for the foreseeable future.
While REC is currently focused ex-
clusively on silicon-based technologies,
there Is a broad mindset and ongoing
assessmenls regarding other interesting
and potentially competitive technolo-
gies. REC is engaged in investigation of
these on a continious basis.
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RECSILICON

A globalleaderin silicon materials, this business
continues to expand capacify and production to
meefinfensifiging demand. Iis pioneering Fluid
Bed Reacfor technology for polysilicon deposition
represents a significant step forward and translates
direcliy info radical cost and energy savings.

THE BUSINESS

REC Silicon produces silane and polysilicon
for the electronics and photovoltaic
(PV) markets, with an output of B 000
MT of silane gas tfor internal use and
for the merchant market) and 5 600
MT of polysilicon in 2006, it is a world
leader in production of polysilicon for
the PV market and the world's largest

pﬂUdULCl Uf 3. n O
being used for the preduction of poly-
silicon, sllane gas is used extensively
by the electronics industry and
increasingly alsa in PV,

REC silicon operates two chemical refineries
- one in Moses Lake, Washington and

one in Butte, Montana, USA. The Moses

Lake facility is dedicated exclusively to
production for the solar market, which
simplifies production and associated
business processes,

In 2006, constructlon of a third facility
began at Moses Lake. REC is investing
USD 600 million in the project, which
will be based onsitane gas and the new
proprietary polysiticon deposition reac-
tor technology. This production tech-
nology will significantly reduce capital
and operating costs from the curren
levels. Upon completion and ramp-upin
the third quarter of 2008, the new facil-
ity is expected to add & 500 MT to
REC’s polysiticon production.

The Butte, Montana site produces for both
the PV and the electronics markets.
REC has committed USD 50 million to
increase polysilicon production by
approximately 1 000 MT, in the flrst
quarter of 2008 through de-bottle-
necklng. The project will also increase
silane gas production by 2 000 MT and
can reduce total cost per kilogram

20 percent.

When the Bulte fadilily upgrada has been
completed and the new polysiicon pro-
duction facility is operational in 2008,
REC will have total silane gas production
capacity of 20 000 MT and total poly-
silicon praduction capacity of 13 500 MT.
The palysilicon production will be split
between 6 500 MT of granular and
7 000 MT of rod/chunk material.

REC Silicon has 480 employees.

MARKET AND CUSTOMERS

The acute silicon shortage is more accus
rately described as a lack of silicon refin-
ing capacity. Put simply, polysilicon re-
finers are producing as much as they
possibly can and are still nowhere near
meeting current market demand. This
situation will likely continue for the rest
of the decade, so the market outlook for
all of REC Silicons products is very
strong. -

REDUCTION IN POLYSILICON
COST/WATT (figures in %)
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gelling mo

Polysilicon is used hoth for electronics and
for PV applications. Global production in
2006 was close to 40 000 MT and the
volume consurned by the PV segment
is hefieved to have overtaken the histori-
cally dominant electronics segment.

Both segments display a healthy growth in
volume: Electronlcs demand growth
(measured in voiume) will be close to
10 percent per year for the foreseeable
oo
expected in 2007. The underlying growth
in solar is hard {o gauge, but &t has aver-
aged about 40 percent over the last 5
years. if this growth is sustained, and tak-
ing consumptien efticiencies into ac-

| tount, the total demand for polysilicon

‘ will lkely be ¢lose o100 00O MT in 2010

and above 250 000 MT in 2015,

There are several initiatives afoot to aug-
ment silicon supply predominantiy for

de-bottlenecking ang other process-optimization cfterts arc

Pv applications, such as upgraded
metallurgical grade silicon, recovered
scrap silicon and conventional poly-
silicon. Although these will constitute a
significant gross volume addition to
the worldwide supply situatior, a large
portion of these initiatives will result in
a product that is below average in
terms of the silicon-{o-tolal weight ratio,
Theretare, it is nol established that

formance advantages over the high
purity product.

Most of the sifane is used by REC Silicon
in the production of its polysillcon
products, but & portion of it is sold via
large industrial gas cempanies such
as Alr Liquide and Air Products, REC
utilizes the global presence and
strong distribution infrastructure of
the gas companies, combined with

the world's largest filling capacity and
container fleet, to optimize value in
the supply chain for this material,

The main uses of silané are In the depo-

sition of various silicon—containing films
that are essential to the fabrication of
integrated circuits, LCD displays and
increasingly the enhancement of effici-
ency of crystalline silicon solar cells
and production of silicon-based thin film

thin film solar technologies that utilize
silane are crystailine sllicon on glass and
tandem cell amorpheus silicon/micro-
crystalline silicon solar cells. The com-
pounded annual growth rate created by
these combined industrial uses has
been 23 percent over the past 6 years
and consensus industry estimates are
that it may continue at 20-25 percent
per year for the next 3-5 years.

Projected polysiiicon supply until 2010 (MT PA)

= = T

Silicon PV supply chaln average

production capacities (MWp)
80000 ™ REC SMicon 6000

12 Elemn Solar 5000 &

The pattern of manufac-
turing capacity through
the crystalline silicon chain
shows that it is tightest in

& Sumltome 4000
W Milsubishl (LS A Japan) 3000

iam

H W MEMC CUSAMILaIY) 2000 the upstream (polysilicon)
2 W Tokuyama 1000 w2005 andloosens towards the
% - = - o pm s ke i Gl b B w200 downstream (modules).
‘ég ] u Heenfock Palysillcon Walers  Cells  Modutes
- Based cn announced (Nov. 2006); capacity from existing play-
24 #rs, plans from renowned chemical anc matal compantes. B Other Source: Sokbuzz LLE 2007
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RECSILICON

The silicon materials prodeced at

REC Silicon position REC (o pursue
future business and technology oppor-
tunities. However, focus will remain on
solar applications and on fuelling the
growth pfans of the REC Group. One
third of 2006 sales were internal to the
REC Group. In 2007, inter-company
sales are expected to increase.

TECHNOQLOGY
In 2006, REC Silicon was given the go-

ahead to depfoy an innovative poty-
silicon depesition technclogy based on
Fluidized Bed Reactors (FBR). The new
process begins with silane gas just like
the Siemens process in operation at
the two existing REC Silicon facllitles,
but generates granular polysilicon in-
steat of the traditional siicon rods.
FBR s a continupus process rather
than a batch process. This is proprie-
tary technology that has been under
development at REC Sitlcon for more
than 1 yeors, has been thoroughly
tested in a pilot production program
and has been qualitied by customers.
This will be the leading technology for
production in the future, It is energy
and cost efficient - using only 10-20
percent of the amount of electricily
required by current Siemens reactor
technology. it defivers crugial cosl-
efficiency in an industry that is driven
by cost issues,

The development program that led to this

break-through technology is still actively

cessing. The waste product owtput from
the process is sand or metal salts.

STRATEGY

Capacity and production growth

coupled with Iower. prudt.rctlon cost..v. | coLvsiLicon PRODUCTION

The strategy for this business area is a H  MT/YEAR {nuimbers in thousands)
direct extension of what has already
proven to be a successful farmula:
operate the two existing plants safely
and consistently, execule on expansion
plans and continue to seek cther ways
to increase capacity and decrease
costs. The commitment to getting
more out of exisling assets means
de-bottlenecking and other process
optimization efforts are core strategic
chjectives.

The new FBR-based plant will play a key role " 3155"&"555 " %‘r‘;&':zstsu 8L
in radically improving the cost profile of
this business through more efficient
preduction and through simply bringing
more capacity onling - ¢ost reductions
are directly refated to energy conser-
vation andt scale increases. The capacity
increases to be brought by efficient new
technology also provide a springboard for
the high growth ambitions of REC Wafer,
REC Solar and other REC enterprises.

NARROWER PRODUCT RANGE

In pace with the rapid blurring of the Lraditional
boiders between the electronics and the
solar segments of e polysilicon market,
REC Silicon will continue to nanmow the
range of products produced. Producing a
more limited product range significantly

AT

porsTingsroverents U thiseore
technology; REC has already begun
work on next generation FBR.

The electronics and PV anpplications of REC

Silicorrs customers require an extreme
level of polysiicon purity, The chemical
purification process that results in the
required purity fevel is a closed-loop
process which does not proguce large
volumes of chemical by-products or
hazardous waste requiring off-site pro-

SMpHies Frooochiom processes ar frees
up capacity and resources.

In addition te the converging product qual-
ties for Czochralski and directional cast-
ing crystal growth, which constitute the
majority of REC Silicon's production, the
busiress intends to continue the pro-
duction of sifane gas for sales fo the
merchant market and. for the foresee-
able future, also palysilicon for Hoat-
2one crystal growlh applications.

Polysilicon End-Year
{1000 tonnes PA)

Source: Solarbuzz LLC 2000

The volume of silicon
availahle for PV use rose by
30% in 20086, a level of supply
equivalent of 2 020 MWp of
crystaltine silicon sofar cells.

+309%0 %

Capacitles of major polysiticon producers {tonnes PA}

2005
3 m 2006

S ‘ef

Sewce: Solarbarz LLC 2007
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RECWAFER

Advanced fechnology and state-of-the art
produchion principles make he largest wafer
plantin he world the industry's produchvify
leader. Guaranteed access o polysilicon,
long-term sales confracts and conlinuous
costreductions throughout the produchion
process provide his business with a robust
platform for further ambifious expansions.

THE BUSINESS

REC wafer s the world's Jargest producer
of multicrystalline silicon wafers for the
solar energy Industry. In 2006, REC
Wafer's plants preduced mutticrystalline
wafers with an implied effect of ap-
proximatety 250 MWp. a 33 percent in-
crease from 2005. The run rate at the
end of 2006 was approximately 360

wafers for the solar energy industry.
In 2006, production capacity in this
area was approximately 31 MWp.
Positioned as a niche player in this
market segment, REC Wafer provides
ronocrystalline walers for high-effici-
ency cells. The monacrystaliine wafers
produced by REC are specialized,
with higher efficiency than main-

MW, The significant Increase in annual
producticn volume 15 due to continued
ramp-up of capacity and changes in
the product mix. in addition, a new wafer
plant was brought on stream at Hereya
in September. Ramp-up of the capacity
at the new plant at Hergya has pro-
gressed mofe quickly than anticipated
and witl continue throughout 2007, An
additional 100 MWp of capacity will be
added at Glomflord in the 2007-2009
perlod.  Further aggressive qgrowth
aimed at daubling capacity yet again is
under way; Al the end of 2006, REC
announced it will expand wafer pro-
duction at its Hereva site by approxi-
mately 650 MWp by investing an esti-
mated NOX 2.5 billion, when the new
ptants are fully ramped up in 2010, to-
tal annual production in Heraya and
Glomfiord will be approximately to
1.3 GW, making Hereya the largest
solar production site in the world,

REC wafer also preduces meonocrystalling

stream monocrystalling wafers. REC
belleves that high-efficiency celis
based on monocrystaliine wafers
may prove to be cost-competitive in
certain market segments. The expan-
slon opportunities for this business
area are under evgluation,

There are strong synergtes between mutti-
and monocrystaliine wafers in techno-
logy and product development. The
input gathered through the network
provided by our monocrystalline busi-
ness has been and is impaortant for our
techmology and product development.

The REC Wafer division had approximatety
600 employees at the end of 2006.
Produclivity {measured as proguction
volume per employee) showed an
increase by approximately 10 percent
in 2006. The development of produc-
tivity was impacted by the addition of
staff at the new wafer plant while
production volume was still in the early
ramprup phase.

R <A

COSY DEVELOPMENT WAFER
(ligures in %)
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2006 MARKET SHARE BREAK-
DOWN - MULTICRYSTALLINE
WAFERS {{lgures In 94)
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MARKET AND CUSTOMERS

Demand from customers far exceeds

current and plannad capacity

The market for silicon wafers continues to
be strong, with demand expected to
contlnue to cutstrip supply at least
through 201). REC Wafer's customers
are large internationat solar cell manu-
facturers, including REC Solar; In 2006,
its four largest customers acguired
about BO percent of Lhe sales volume
ang 16 percent was soid internally to
REC Sofar. Internal sales to REC Solar
are expected to rise to approximately
20 percent over the next few years.
REC Wafer's market share in multi-
crystalline wafers is approximately
25 percent, while its total solar wafer
market share (indepenclent of wafer

DIoNY [FeTCenl,

The monocrystalline business supplies
selected lzading manufacturers of
high-efficiency solar cells.

Contracts secure a framework for

crucial cooperatlon

In 2006, REC Wafer signed four long-term
significant contracis worth over NOK
9 bitlion and had material potential to
sign a number of acditional deais. The

strong demand for REC as a fongterm
partner demonstrates the company's
considerable credibility in the market.
In an atmosphere of reasonable un-
certainty regarding the supply of critical
materials to the downstream end of
the PV value ¢hain, leading cell many-
facturers contracl with REC Wafer be-
cause they are certain of delivery by
REC inaccordance to the terms of their
agreements. In an industry marked by
a critical shortage of sclar grade poly-
silicon, one of the most distinct advan-
tages this company has over ils
competitors Is its secure access to
polysilicon. tack of secure polysilicon
sources means that while competitors
know their capacity levels, they cannot
be 100 percent certain of real production

e

ARSI

- oeLou R v Can piarm
according to real production, instead of
nameplate capaclty, it can generate fixed
targets, accurate projections and guar-
anteed deliverios. This Qives REC Wafer
unparalleled credibility in the market.

Long-term commitments from customers
secure far more than revenues and
profitability, they also represent deep
mutual cooperation in technology
develspment programs - a cooperation

World PV cell production technology share

Source; Solarburz 1LC 2007

£ Thin im
G Multicrystalling siticon
B KMonocrystalline sllicon

TECHNOLAGY
SEGMENTS

Solar cells made from
multi- and monaocrystalline
wafers represenl - 20%
of the world market

PV Cell Manufacturing capacity
and production {(MWp}
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RECWARER

that is essential in achieving cost re-
duction targets and increased conversion
efficiencies. As the industry matures, it
becomes increasingly more difficult to
realize improvements without know-
ledge of and insight into the perfor-
mance of the wafers in the custormers
processes. Ta fully explore the potantial
of a better wafer, our customers must
have the skill and technalogy needed in
crder to handle and utilize it. Joint
development efforts in key technology
areas provide the optimal framework to
ensure systematic, closely coondinated
steps forward. This kind of structured,
ongoing cooperation accelerates the
successiul development of REC Wafer
and that of its customers,

TECHNOLOGY

REC Wafer's technelogical focus is on the
averriding geal of building a better
wafer and achieving unit cost reduc-
tions - two very Interrelated elements,
Thinner wafers, thinner wire ang im-
proved manufacturing yields mean the
use of less polysilicon - directly lower-
ing material costs. Thinner wafers and
wire are the single largest cost savings
areas in REC wafer's 2010 Cost Road-
map. A better wafer is one that Is not
only thinner, but also vields a higher
conversion efficiency. Substantial
technological efforts are being made
to improve wafer quality through the
reduction of impurities and defects,
This requires the improvement of fur-
TRCEPrOCeIIen e ipmentendrmeter
als. Successfully producing a wafer that
Is thinner and simuitaneously more ef-
ficient is the key objective.

Thraugh an unrelenting focus on inno-
vative technology and strong production
discipline, REC Waler pioneered pro-
duction of thin wafers in Europe. REC
Wafer's transition to the mass pro-
duction af 200 m wafers was com-
pleted in 2006 and the converslon to

even thinner walers is expacted to
come in 2007,

Simply stated, continuous technological
improverments are the path to ralsing
productivity and achleving largeted
cost savings. This is done through an
R&D program Lhat is simultanegusly
visienary and pragmatic. New, superior
solutions are steadily delivered for
both current production equipment
and for new proprietary technology in
several parts of the production ling,
much of it In the area of automation
of the water-nandling process, such
as: robotized block handling and auto-
mated wafer singulation, new washing
processes, and autormated quality
control.

The wafer production facilities themselves

represent 3 significant technological

advantage, Substantial research and
investment has been made In order to
develop large-scale  manufacturing
cancepts that enable world-class oper-
ations. REC's wafer plants feature a
manufacturing process that is techno-
logically advanced, streamlined and
dynamicafly scaleable. REC produces
more thin multicrystalline wafers than
any other wafer company in the world,
while simultancousty maintaining the
most cost-effective platform in the
industry. This is accomplished through
intense focus on production technology
and the continuous evolution of agite
and effective aperations. The ernploy-
ment of sound mass production prin-

a key element in achieving cost leader-
ship, a strong competltive advaniage in
the solar energy industry.

STRATEGY

REC Wafer intends to grow at least at the
same rate as the PV market, while en-
hancing its position as a marke? leader
and increasing its market share through
the aggressive growth of production

and simultaneous advances in produc-
tivity. Focus is always on reducing the
cost-per-watt produced and on im-
provements that ultimately contribute
to making solar energy more competi-
tive with conventional sources. Solar
cells made from muitl- and mono-
crystalline wafers represent about 90
percent of the current world market,
and cost reduction potential combined
with current investment rates are a
strong Indicator that the crystalline
technologies will maintain their domi-
nant position in both the short and
medium term.

Clearly, aggressive organic growth is the

hallmark of this division and the key to
successful development at this pace
will be the proven formula of strict ad-
herence fo mass market production
principies, technological innovation
and universal cost-cutting regimes.
Throughout recent and ongoing ex-
pansions, REC Wafer has been adept at
adding mare capacity without increas:
ing costs at the same rate, thereby real-
Izing economies of scale, Cost-cutting
eftorts are aimed at reducing the unit
cost through the use of less silicon and
less labor, the use of other consum-
ables and getting the price of such
consumables dewn. The more efficient
use of polysilicon is a key area of focus
of R&D for this diviston.

REC Wafer continues to make progress in

its ambitious cost-savings program,
the 2010 Cost Roatdmap. 2006 saw
wafers, thinner wire, lower cost con-
sumables, increased autornation and
productivity increases and higher cell
efticiency from heiter ingot quality.
Some of the ¢ost decline was off-set by
increased polysiltcon prices, Further po-
tential for improvements beyond the
2010 Cost Roadmap have been identi-
fied and the new plants will be designed
with the capability of exceeding it.

Top ten producers In 2006 (2005) WAF:EQ World PV cell praduction (MWp}
muiticrystalline sllicon
450 CARACITY 1200
368 Averaqe walering 1000
21
° - roaten | CBPACIEY Grew to o
180 2208 2 559 MWp. a 60%
0 Brma™ | rise from 2005. 400
0 * Estimata 200
0
: PHOTON Inter national, March 2007 Source: Solarbyzz LLC 2007
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RECSOLAR

t et T

AT

Atop 20 international playerin celland module
production, REC Solaris o profitable, proven
perfarmer. With highly-skilled employees,
extensively auromated plants, o secure wafer
supply and rapid development of next

generation, high volume cell & module processes,

REC Solaraims fo aogressively add capacity
and continue ifs expansion iNfo Nnew marke!s.

THE BUSINESS
REC Solar manufactures solar cells at

The solar modules are seld to major
players and speciallst companiesin the
international Pv market. REC Sclar's
cells and modules are made from multi-
crystalline walers supplied primarily by
REC Wafer. REC Solar atso conducts a
small-scale business operation. Solar
vision (PTY) Ltd.. which installs sofar
home systems inn South Africa. Currently.
Solar Vision supplies 10 000 homes
with electricity.

This business has successfully delivered
fast capacity growth accompanied by
solid financial growlh. The expansions
completed In 2006 led to an 86 per-
cent increase in cell production over
the previous year, 2006 production
reached approxirnately 37 MWD in cells
ang 33 MWp in modules. At year-end
the installed production capacity was
45 MWp both for cells and modules.

REC Salar is significantly strengthening its

organizational resources and has emr
barked upon a major recruiting initia-
vE 1D 5LIEP0 [+ dlill d DalEd
future expansion initiatives. The main
focus of recruiting efforts is for the
Narvik [acility, with an emphasis on
technology and equiipment developers
and other highly-skilled techrical roles,
In addition, REC Solar is strengthening
head office resources In general
managemen, technology and busi-
ness development. The total number
of employees at REC Solar was approxi-
mately 300 af the end of 2006,

MARKET AND CUSTOMERS

Germany is currently the largest market
for REC Solar's products, but the
Mediterranean market is becoming In-
creasingly attractive, with Spain at the
forefront. REC Solar's entry into the
Mediterranean market Look place in
2006 with encouraging results.

‘The global market outlack for PV cells
and madules is strong. Supported by
incentive schemes, several European

COST/WATT DEVELOPMENT
CELL CONVERSION
(Nqures in %)
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countries will become more attractive
markets for PV products. ltaly, Greece,
Portugal. France, Switzertand and
Belgium have all committed to estab-
lishing policies that pramote PV instal-
lations. witha number of newly-launched
solar policy initiatives - including
California’s USE 3.2 billion drive o in-
stall solar panels on a million rocftops
by 2018, the USA market is also expected
to become more attractive.

A strong undertying dernand for cells and

modules is anticipated, bt increased
price pressure is aiso likety, Contirnued cost
reductions for PV-generated electricity
are a catalyst for strong market growth,
The increased quality focus in the market

REC Solar's competitiveness in the market

is enhanced by quality focus, continuous
cost cutting and by serving @ broader
range of segments. Countries with sunny
climates and high grid electricity
prices are highly attractive, as these
arg markets that are closest to parity
between prices for Pv-generated ele¢-
tricity and electricity irom other energy
sources. REC Solar is well-positioned to

continue being a preferred supplier to
our existing and new customers.

TECHNOLOGY
Operatlonal improvernents continue at g

high pace in REC Solar, bringing greater
inclustrial flexiblity and streamlining
the production process. Advances in
technology and machinery have made
us among the first in Eurcpe to reduce
cell thickness to below 200 pm, and
preparations for even thinner cells are
expected to closely follow. The transi-
tion to the use of thinner wafers is a
positive development, but one that also
raises signiticant mechanical issues in
processing, handling and quality control

Increased automation permits secure
handling of thin wafers and also delivers
savings in the form ot labor costs. Our
interna! technology quest concentrates
on identifying the factors and develop-
ments that will keep us at the forefront
of a young, evalving industry,

REC Solariscenstantly engagedindevelop-
ing new and optimizing existing pro-
duclion processes and rnachinery,

R S e

increase
in module
production

while also taking advantage of the con-
tinuous advances in avatiable production
technology. In doing so, REC Sofar re-
lies both on equipment readity available
from suppliers and innovative solutions
developed in-house orin close partner-
ship with suppliers, REC Solar's produc-
tion facilities have led the way in
streamtined industslalization from the
start and REC Sclar is comnmitted to
maintaining that technolcgical edge.

REC Solaris seeking cost-effectivetechno-

logical solutions that enhance com-
petitlveness against other solar com-
panies and conve ntional energy sources.
REC Solar persistently strives to en-
harce the performance of Its solar
[4
as possible while stitl delivering the
best quality. A key focus golng forward
is an accelerated R&D effery for the
commerciglization of low cost, high
efficiency cell and module production.

STRATEGY

REC Sclar Is already one of the fastest
growing cell and module companies in
Europe and it will continue to grow

SIXTIMES
FASTER

Cell manufacturing
capacity in China and
Taiwan Increased maore
than six times faster
than in Japan

Planned cell production and capacity of tap 15 for 2007 (MWp)

01 Production
plans 2007

0 Capacity end
of 2007

* Eslimate
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RECSCLAR

REC CELL PRODUCTION
CARPACITY (MWD]

« Increasing from 45 to 225 MWp capacity
In cell production

« Increasing from 45 to 100 MWp capacity in
module production

+ Potential In JY, M&A, toll-production/
outsourcing, being evaluated

]

rapidly. The cempany is positioned
among the top 20 solar cell producers
and has the goal of becoming one of
the top ten producers by the end of
2008. By investing in expansions and a
huild-up of expertise, a major increase
in preduction capacity up to 225 MWp
is underway. With secure access to
walers and new technology being in-
lernally cleveloped, REC Solar has an
excellent ability to grow.

Rapid implementaticn of technological
improvements is a key element of REC
Solar production strategy. Lean and
efficient manufacturing  principles
govern the operaticns at REC Solar's
highiy-automated production  facili-

2, PHIASS O 2. d al -
tors and human factors ensures the
delivery of high guality cells and mod-
utes in a way that optimizes the use of
resources and minimizes costs. Com-
bined with the rapid rate of expansion,
the focus on gquality and lean manu-
facturing strengthens our cost posit-
lon. REC Solar is further intensitying
the effort to devetop cost competi-
tive proprietary production processes

for higher efficiency solar cells and
modules.

REC Solar clearly recognizes the import-
ance of maintaining a strong market
orientation as an Integral part of its ex-
pansion strategy, REC Solar is in the
process of expanding ils customer
base and a stronger presence is being
hullf, both in selected geographical
markets and within key product seg-
ments. In orcder to respond effectively
to the ¢changing needs of the dynamic
solar market, we are strengthening
our resources in technical customer
support and product development. The
REC Group's commitment to solar aénd
the robustness of our supply chain
[ e QI altractve angoregs
ible partner in market and product

development.

,

The strategy of growth, build-up of ex:

pertise, implementation of high tech
manufacturing processes and entry
into new markets is delivering ex-
cellent results. REC Sefar Is commit-
ted to further ambitious expansions
- through organle growth, acquisitions
ar parinerships.

COST OEVELOPMENT MODULE

CONVERSION (figures in 36}

World PV market regional share 2006 | STRONG

Source: Sofartwzz LA.C 2007

DEMANDIN | 1200 1 Large develosing

EURORE % markets ~35%

108% market 3 W ot 258
markels =

growth, with the s WE

Spanish market : : m'?f{?{?zs%

leading the way o B B md B ROW ~15%

Giobal module on-grid market estimated at »6 GW in 2010¢

1} Eslimatad 2006 and 2030 irslalialiona: REC mtimales
2] Arizona, Hew Jersey, Hew Meden, Norida, Hawali, oir.
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As the largest preducer of sllane In in the Unlted States, Korea, Talwan Gas Association P-32 Recommenda- audits of user sltes to ensure that the
2 the world, REC Silicon has leveraged and China. Additionally we were 2 tion. taciiity Is equipped to hancle silane
Its expertence in handling, filling and charter member of the industry safely. The audit results in concrete
E transporting sitane, In order team that studled and tested the In agditlon to the code related recomendations of faciilty
continually to provide and receive resuits of catastrophic silane contributions, REC invasts in the medifications, REC has on occasien
s feedback on the safest manner to refeases. This resyiled In the on-going training and veritication of refused to supply of shipto a
E work with this molecule, This has formation of Industrial standards for  proper silane handling and storage customer gue to the results of our
R ia taken many forms of direct the handling, storage and use of technigues. REC conducts training ol audit process,
36
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and social responsibilifly?

Should @ solar company be
concerned aboufenvironmental

N It is true Lhat our products and our entire
: Industey provide a significant clean
alternative to polluting carbon-based
S : energy sources - sctutions the whole
world now recognizes as a necessity.
However, it is our belief that it is of the
utmost irmportance we produce thal
clean energy as responsibly as possible,
And that we intorm all of our stake-
holders of our policles, efforts and
progress in doing so.

For REC, acting responsibly means actively
seeking to minimize any actions that
may negatively impact the environ-
ment or any stakeholder groups. it also

compliance is only a starting point and
that we have an important leadership
role to play in the responsible develop-
ment of & young industry.

We are placing emphasis on structuring

our CSR efforts and on providing
meaningful year-on-year targets and
measures of material issues. By rmate-
rial issues, we mean sustainability
issues that directly intersect with our
business activities. While we will strive
to improve cur environmental and
sociai performance throughout our
organization, these are the issues that
constitute the core of our efforts:

T Tt
ing best practice measures and seeking

Frrer oy uuulpt;uu
+ Discharges to waler and air

Alr Liquide Glebal Supplier of the

constant stream of safety refated

commonly used reference document

personnel on silane safety, This ks

opportunities that benefit sociely while - Water usage

creating value. We recognize that
COMMITMENT TO SAFETY ‘
REC Sliicon was named the 2006 Involvement to ensure that thereisa  sllane. This document 1s the most qas distributor and end-user \

Year for Salety. Being selected for
this award from among Alr Ligulde's
thousands of supplters is a notable
acknowledgement of aur
commitment to safety leadershin.

communication between all steps in
tha value chaln This Includes end-
users, gas distributors, equipment
manufacturers and producers. REC
Silicon has sponsored and
participated in silane safety seminars

at present, We have contributed to
published findings and recommenda-
tions found in the US Mationst Fire
Protection Code, UN Cods, the US
Department of Transportation
Regulations, and the Compressed

always performed upon the start up
of a new facllity and as oftenas
required to ensure customer
personael are property Intormed of

the unlgueness of working with H

sliane, REC also conducts site safely

T
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We are extensively evaluating our

current status and investigating how
improvements in each of our material
issues can be made. REC will, in its
caming annuzl reports. provide specific
information on its measures and targets
regarding these issues throughout
our organization. There is a strong focus
on and solid performance 'n respon-
sible operations In every division of
REC and we look forward to present-
Ing a consistent, aggregated overview
of those etforts. A brief presentation
{rom our REC Silicon division follows.

IN FOCUS: REC SILICON
Closed loop production process
REC Silicon utilizes a closed loop process

to convert raw materials into high
purity silane. By-products associated
with the process are minimal, as
hydrogen and chioride materials ara
recycled back into the continuous flow
process. This technology resulis in an
environmentally friendly process with
low waste generation.

Satety
Silane gas and its chlorg-silane precursars

are pyeophoric requiring expertise
and strict routines to handle it safely.
REC Silicon puts extremely high em-

Felat G DG M HIAFRAR

as well as personal safety,

One of the strongest iniatives in effect

at REC Silicon is WARRIQR/KNIGHTS,
sur verslan of a behavioral-based safe-
ty process used by many crganizations
inthe USA. It is a site-specific, employee-
driven process, utilized lo reduce at-
risk behaviors and resulting fjuries, A
key part of the process is employees
observing each other during work re-
lated tasks and providing feedback on
sefe and at risk behaviors. This process
is not required by law, but is effective in
reducing injuries.

Recycling
REC Silicon engages in the recycling of

aluminum, card board. paper. and
fluorescent light tubes. We also recy-
cle cbsolete computer cempenents,
and paint solvents.

Wastewater

The Federal Clean Water Act requires
facilities such as ours to obtain and
follow permit discharge regulations.
Basically this insures that non-degrad-
ation eor no environmental impact
result from such discharges. Waste-
water from the polysilican manufact-
uring process typically contains fevels
of solids, a broad range of pH, and
constituents that result in minor toxicity
levels for certain aquatic organisms.
The wastewater treatment design for
the facilities is to remove any of the
above mentioned constituents, ensuring
compliance with the Clean Water Act.

Philanthropy

There is a strong ernphasis on and active
effort to invest in and support the local
community. Initiatives are evaluated on
a case-by-case Dasis. with the focus on
what wili benefit education, children
and youths, our employess and the
comrunities where we live and work.
REC Silicon has supported several
charitable and educational projects.
You can read more about these projects
at www.recgroup.com

SHAREHOLDERS
REC erphasizes openness and transpar-

prowiding shareholders with a gonod
hasis for coensidering shareholder
opportuniies,

CUSTOMERS

REC shall ensure that ihere s @ good dia-
logue with the custaomers by an acces-
sible and attentive customer service,

EMPLOYEES

The company shafl provide the empleyees
with a good working environment,
working corditions that are regarded
as attractive and opportumities ol
personal and career davelopment,

SUPPLIERS

REC shall continuously strive to improve
policies and procadures to ensure
long-term. responsible  cooperation
with its suppliers.

APRPFyR e

llowing these areas to -

mimedtiotely E
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HICHLICHTS: Conlfinued strong produciion and revenue grown

e Conhnued cost reduclions and margin improvements » Canfinued
organizalional development ¢ Inilisfed major expansion projec’s
throughout the value chain » Skrengthened financial posiion

e Successfullisting on Oslo Stock Exchange

KEY EVENTS IN 2006
2006 was an eventlul year for the REC

————————Groop{RECend-REE—contirued-tor——SEpercont-imrREC WaterBoringthe———scareirreschrof e busitess seyments——— - mmmmennn |

strengthen its market position,
production capacity and financlal
capabilities. Production and revenues
increased faster than the market, and
margins continued to improve. Al-
though market conditions are devel-
oping positively, revenug and earnings
growth Is primarily being driven by
successfully implemented expansion
projects, improved productivity and
reduced production cost.

For the full year 2006, revenues Increased
by 77 percent to NOK 4 334 million.
The ik of revenue growth was organic,
although growth was alse supported
by acquisitions made during 2005.
Adjusted for these the organic growth
was approximately 55 percerit.

All business segments coniributed
positively to the growth. Revenues

more than doubled in REC Silicon and
REC Solar and increased by mere than

year, REC aiso signed major long-term
supply contracts within all segments,
which establishes the company as a
key supplier also for other growth
companies in the PV solar induskry.
The confracts generate a solid platform
for further growth, and REC initiated
new major expansion projects
throughout the value chain. The
expansion program is fully funded, as
REC ASA carried out a complete
refinancing af the Group during 2006,
and also raised NOK & 820 million in
nek proceeds in a successful and over-
subscribed share Issue in connection
with the initial public offering (IPO)
and listing on Osto Stock Exchange.
Cash flow from operations is also
strong, which has strengthened the
financlal position of the company,

REC continued toimprove its productivity,

and Increasingly enjoys econornies of

As a consequence, Earnings before
Interest, Taxes, Depreciation and
Amortization (EBITOA) increased by
137 percent to NOK 1 965 million, as
overall EBITDA-margin improved by
1 percentage-paints to 45 percert,
Earnings before Interest and Taxes
(EBIT) increased by 162 percent {o
NOK 1574 million in 2006. The margin
improvement confirms that REC is on
track with its 2010 Cost Roadmap,
which targets a reduction in the mod-
ule production costs per watl by
almost 50 percent cornpared with
world class 2005 benchmarks. The
technofogy driven Cost Roadmap is a
key element in REC's efforts to ensure
long-term profitability ang competi-
tiveness.
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ACTIVITIES

Group Presentation

REC was established on December 3,
1996, and has grown to become one
of the world's largest manufacturers
in the rapdly expanding PV industry.
The Group headquarters are at Hevik,
outside Oslo, Norway.

RECs current business structure com-
prises of the three business segments
REC Silicon, REC Wafer, and REC Solar.
REC also proportionately consolidates
on & line-by-fine basis its 33.3 percent
ownership in the German solar com-
pany EverQ GmbH with effect from
December I9, 2006,

The operational activities are carred out
in seven subsidiaries and one joint
ventyre: REC Solar Grade Sllicon LLC
and REC Advanced Silicon Mareriais
LtLC in the USA, REC ScanWafer AS,
REC SiTech AS and REC ScanCell AS
in Norway. REC ScanMatiule AB in
Sweden, Solar Vision (PTY} Ltd. in
South Africa, and the joint venture
EverQ GmbH in Germany. The com-
pany also has a strategic Investment
in CSG Solar AG, which s described
under associated companies.

MISSION AND VISION

= CLEAN, RENEWABLE AND

COST-EFFICIENT ENERGY

The long-term availability of affordable
and sustainable energy represents
a major global challenge, in both eco-
nomical and environmental terms.

on the glohal politicfal agenda, with
the development of viable alterna-
tives to fossli fuels as one of the most
prominent measures,

REC's mission is to increase the global
use of clean and renewable energy
and thereby reduce the negative
environmentalimpact from traditional
energy sources. Solar power has
already become a very real source of
energy. partly because of governmen-
tai policies on the use of renewable
energy and incentive programs. To
fully realize the large growth poten-
tial, the industry’s cost competifive-
ness needs to be improved compared
with fossii fuels and other traditionat
energy sources.

REC is determinect o play a key role
In this development, and the corpo-

rate vision is to make REC the most
cost-efficient solar energy company in
the world,

REC has set ambilious targets in its 2010
Cost Roadmap, which is designed to
almost halve preduction costs per
watt of 8 module in the newest plant
in 2010 compared with world-class
2005 production. REC's leading tech-
nology position and presence across
the vaiue chain gre the crucial under-
lying elements in lhe cost reduction
process, as imprevements primarily
wilt be achieved through implemen-
tation of new cost-efficient production
concepts and manufacturing techno-
logies hothin major expansion projects
and in existing production lines.

STRATEGY - PROFITABLE GROWTH

The platform for REC's strategic ambi-
tions is built on a technologically lead-
ing integrated value chain, reaching
from sllane and polysilicon production
o module systems deliverigs. This
strategy has given REC secure, long-
term and cost-efficient access to
polysilicon, which in turn has enabled
the company to facliitate expansicn
orojects In wafers, cells and modules
In a timeaty manner, Furthermare, REC
has been pioneering the development
of wafer manufacturing eguipment
and precesses since 1999, and today
benefits from rmultiple propriatary
proguction technologies. Unigue
insight into the entire value chain also

the global growth of the industry.
Secure access o polysilicon has
become an increasingly important
strategic and competitive advantage.

During 2006. the imbalances in the
high-purity polysilicon market have
been blghlighted as the most promi-
nent potential threat te the growth of
the solar power industry. Availability
of polysilicon for PV purposes has
histerically heen a residual, depend-
ing on demand from the electronics
industry and the cyclical semi-
congiictor market. The establishment
of a dledicated industry supply chain
was thus long overdue.

In response to expected supply shortag-
es, several pelysilicon producers em-
harked on major capacity expansion
projects in 2006. However, barriers
to entry are significant, in terms of
technology access, high up-front
investment costs, long lead times for
equipment and construction and
expertise and know-how. Ng signifi-
cant new volurnes will be brought to
the market until 2008, which implies
that the growth of the solar industry
in 2007 to a large extent will depend
on Its ability to reduce the consump-
tion of silicon per watt produced.

REC Silicon is already the world's fargest
dedicated producer of polysilicon for
solar power appiications, having more
than doubled its polysilicon produc-
tion capatity to approximately & 000
MT through the acquisition of ASiMIin

N

“the-tompanytobenefitfrom——-2005 T 2008 REC Cetided o SaT

knowledge synergies which otherwise
would not be within rcach.

REC has grown its activities at fast pace
and made important steps to industri-
alize and automate its progduction pro-
cesses to prepare for further volume
increases. As a result, production and
revenues have increased profltably, as
indicated by margin and profit increases.

REC remains committed to growth. The
company will Cortinue to deploy
technofeqlcal advances and industrial
know-how and process competencles
in major expansien projects to en-
sure that its growlh targets will be
met in a cost cornpetitive manner
also in the future.

Frem 2003 and onwards, supply ot the
rnost cruclal input factors has gradu-
ally become the main bottleneck for

construction of a new plant with its
proprietary and low-cost fluidized bed
reactor FBR lechnology. Cornbined
with de-bottlenecking projects in axist-
ing plants, the new plant is expected
to more than double REC Siticon's
production capacity to 13 500 MT. The
new plant s expected to start
production in the second half of 2008,
REC Wafer is the world's largest producer
af multicrystalline wafers for solar cell
production, accounting for close to a
quarter of the global production.
A new state-of-the-art production line
was successfully implermented in the
second half of 2006, bringing annual
production tapacity to 400 Mwp
at year-end. REC Wafer increasingly
enjoys economies of scale, and praduc-
lion per employee increased by
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REPORT AFROM THE BOARD OF DIRECTORS

CSGSolerAD | | Ever] DmisH
2% 33.3%
REC Shan Inc. REC SanCefl AS
100% 100%
REng%a;ruG?oe REL ScanModiie AB
100%
100%
REC Advanced
Slicon Matedals LLC Solar Vision (FTY) Lig.
1005~

approximately 10 percent in 2006
despite the significant negative im-
pact of plant ramp-up. In 2007, the
finalization of the ramp-up of the new
plant is expected to contribute to a
productivity increase of mare than 25
percent. Building on future increased
polysilicon supply, REC in December
2006 decided to establish two new
production lines with a tombined
capacity of 650 MWp, With existing
capacity and capacity expansions in
progress, REC Wafer targets a produc-
tion of more than 1 300 MW in 2010.

REC Solar remained the smallest of
the segments both in absolute terms
and relative tn the mariet size. How-
ever, REC regards the downstream
business as a core area in which REC
sees significant growth oppertunities.
REC Solar doubled its producticn
capacity in 2005 and during the year
decided on expansion projects which
will quadruple cell production and
double production of modules. New
capacity will be phased-In stepwise
from late 2007, in alignment with
increased availability of wafers.

RECS strenglh in the upstream part of

the value chain has also enabled the
company to establish strategic partner-
ships with other growlh companies.
During 2006 the company entered
into & long-term supply agreement for

qranular polysiticon to German wafer,
cell and module producer EverQ
GmbH. The owrership in Everd was
simultaneously increased to 333
percent, making REC equat partner
with Q-Cells and Evergreen Solar,
EverQ offers a growth opportunity
in itsetf and also adds insight into a
different production technology. REC
also pursues growth and technology
development through its strategic
ownership of 217 percent In the
German thin-film module producer,
CSG Solar AG.

TECHNOLOGY, RESEARCH

AND DEVELOPMENT

The development of REC's technological
asset base has produced a series of
inngvative “world firsts', ranging from
the establishment of the first poly-
silicon plant dedlcated for solar power
purposes, via implementation of a
seties of automation processes to the
establishment of the first 200 Mwp
wafer plant.

This strength of the technology asset base

can also be illustrated by a patent port-
folio consisting of approximately 50
granted or pending patents across the
value chain. Key patents raise barriers
lo entry, as they cover crucial elements
relating to polysilicon deposition tech-
nologies, silane gas Injection, crystalli-
sation furnace design and cperation,

[ = g XY ALIEN A B A PN el =y

) Komatsu America Corporate holds B units represenling 25 percent of the ownership, these ynits carry no voting rights nelther rights 1o dividend payments.
REC ASA has an oplion (o buy these ynits at » pre-agresd price.

wafer sawing, automated production
processes, and future more efficient
cell and module process. The technok
ogy lrontiers are moving downstream
and an increasing part of the patent
applications relates to cell efficiency
improvements and cell and module
processes.

In 2006, REC's total research and develop-

ment expenditure was NOK 107 mifiian,
of which NOK 24 million was capitalized.
This was an increase from NOK 50 mil-
lion in 2005 The cost figures for both
years cenceal a significantly higher level

precesses and equipment installations.

REC has also allocated significant tech-

nolegy funds for investments in the
thin film silicon company CSG Solar
AG (217 percent) and in EverQ GmbH
(33.3 percent), both of which com-
menced production during 2006, CSG
Solar AG Is accounted for as an associ-
ated company on one line only in the
financial Statements. EverQ has been
consclidated on & line-by-line basis
since the ownership was Increased to
33.3 percent on December 19, 2006.
REC will continue to monitor the
development of afternative, promising
technologies angd evaluaie strategic
opportunities.

In tune with REC's strategic ambitions for

growth and cost-leadership, the com-
pany is expanding its RED activities.
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The increased R&ED efforts will be
deployed in a wide range of projects,
spanning all three business segments.

2010 COST ROADMAP

REC's 2010 Cost Roadmap targets a
reduction in the production cost per
watt of a module made in cur newest
2010 plant of almost 50 percent com-
pared with world class 2005 produc-
tion. REC's entire production value
chain did not measure up to the world
class benchmark in 2005 {within cells
and module production specificalky),
and the program thus corresponds
with a reduction in actual production
cost of mare than S0 percent over the
5 year peripd,

REC has realized significant productivity
gains over the past few years, as illus-
trated by sharply increased produc-
tion per employee as well as margin
improvements and increased return
on investment. This development
continued In 2006, and REC is an
track lc meet its 2010 cosl targets.

The bulk of cost reductions in silicon
preduction will be derived from the
construction of a new plant for
production of granular polysiticon
and silane gas, which will be ready for
production ramp-up from the second
half of 2008, The production cost
related to polysiticon deposition will
be at least 30 percent lower than
traditional Siemens technologies,
primarily through an 80-30 percent

REC Silicen's proprietary fluid betl
reactor technology (FBR) uses a hof
wall design, which entatls lower engrgy
loss than the traditisnal het rod/cold
wall design of the traditional Slemens
reactors, and may also reduce the en-
ergy pay-back time of a sotar module
down towards 1 year. The new process
wlll be less capital and labor intensive
than traditional technologies,

REC Silicon conlinuously pursues cost
reductions also in the existing poly-
sllicon  plants, through increased
production velumes and changes in
product mix. When fully imptermnented,
the de-bottlenecking project initiated
at the Butte, Montana plant is expected
to lower preduction cost at that parlic-
ular plant by almost 20 percent,

Measured in cost per watt of a solar mog-

ube, REC alms for a reduction in the
polysilicon cost component by more
than 60 percent by 2010. A significant
portion of this cost reduction is ex-
pected to come from efficlency gains
further downstreamin the value chain
like increased end-product (module)
efticiency. Together this will result In
the reduction in polysilicon used per
Wp of a maodute and contribute to the
cost reduction specified above.

REC Wafer is Implementing a series of
measures to ensure declining costs
for converting polysilicon to walers.
Excluding the cost of polysilicon, REC
seeks to reduce the wafer cost
compenent per watt of a module to
around 50 percent of the 2005 level
at its most efficlent plant. The initia-
tives include thinner wafers, thinner
wire, lower consumable costs, increased
gulomation and other productivity
measures. Improvemnents in wafer
quality are also expected to lead lo
higher cell efficiency.

REC water also saw increased effect of
Implemented cost measures during
2006, although Increasing expenses
related to expanslon projects and
production ramp-up concealed some
of the flnancial effects. At constant
potysilicon price per kilo - and on an
annual basis - average unit cost per
water declined by approximalely 15
percent at the most efficient plant
from 2005 to 2006.

REC Wafer is already a cost-leader, and

the construction of a new 650 MWp
wafer plant which was approved
by the Board in December, The new
production lines have been designed
to handle 120 pm wafers and cutling
wire, which will e phased into product-
ion as custorners’ abllity to ulilize
these thinner products increases. The
entire production is not expected to
be at 120 um by 2010, and {he new
plant design thus reaches beyond the
2010 Cost Roadmap.

In REC Salar, the ramp-up of cell production
has had a gradually increasing positive
effect and unit costs were significantly
reduced during 2006. As in the other
segments, increased expansion and
ramprup costs concealed the full effect
on underlying improvements in the In-
come Statement.

0n an annual basis, cell conversion cost
dectined by approximately 10 percent
from 2005 to 2006. Going forward,
the company is further developing
several new processes designed io
enhance the electrical cell efficiency.
which is expected o be implernented
step-wise in subsequent cell product-
ion expansion projects. For the module
productlon, average annuel conversion
cost declined by approximately &
percent from 2005 to 2006. Going
forward, the main cosi benefits wil be
derived through the expansion project,
higher cell efficiency and higher auto-
mation. The new module plant wil
enable high quality production, full
capacity utilization and a high degree
of automation. As wafers get thinner,
manual assembly will be rendered less
efficient, and this is expected to gene-
rate a cost advantage for new and
more robotized inodule plants. With a
production capacity of 100 MWp, the
expanded module plant will also be one
of the largest in Europe, further reduc-
ing scale disaavantages.

THE FINANCIAL STATEMENTS

Pursuant to Section 3-3a of the Norwegian
Accounting Act, the Directors confirm
that the Financial Statements have
been prepared under the assumption
that the enterprise is a going concern
and that this assumption was realistic
at the date of the accounts.

REC reports its consolidated financial

ewittrtriter
national Financial Reporting Standards
(IFRS}), as sdopted by the European
Union and the Norwegian Accounting
Act. The financial statements for the
parent company, REC ASA, have been
prepared in accordance with Norwe-
glan Generally Accepted Accounting
Principles (NGAAP).

For more information, please refer to
the Financial Stalements and notes
disclosures,

REC achieved revenues of NOK 4 334
million in 2006, an increase of
77 percent compared with the 2005
revenues of NCK 2 454 million. The
EBITDA of NOK 1965 million was an
increase of 137 percent from NOK
830 millien the previous year.

EBIT increased by an even stronger

162 percent, to NOK 1 574 millon in
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REPORT FROM THE BOARD OF DIRECTORS

CONSOLIDATED INCOME STATEMENT

2006 2005

4 334 2 454
EBITDA 1965 830
EBITDA - margin 45% 34%
EBIT 1574 601
EBIT - margin 36% 25%
Net financial Items -34 =78
Profit/loss before tax and effect of convertitle loans 1540 523
Fair value/foreign excange effect of conertible loand -796 -493
Profit/loss before tax e 744 30
Earnings per share, basic and diluted, In NOX 1.03 0.01

2006 trom NOK 601 milllon in 2005,

The revenue increase was affected by
acquisitions done in 2005 and sup-
ported by favorable market conditions
but was primarily a result of erganic
capacity expansion,

REC carried out several expansion pro-
grams and start-up projects in 2008,
and the OGroup's growth strategy
means that expansion projects and
production ramp-up costs will afso be
conducted in 2007, although to a fess-
cr extent than in 2008, The effects of
these projects are incurring expenses
in the early stage with positive contri-
hutions as the production graduaily
increases.

Net financial iterns, excluding fair value/
foreign exchange effects of convert-
ible loans were NOK -34 million in

norities of NOK 744 million for 2006,
cempared with NOK 30 million in 2005.
Tha net profit after taxes was NOK 458
milllon for the year, compared with a
net profit of NOK 4 million in 2005,

At the end of 2006, REC had no ouistand-
ing convertible loans,

CASH FLOW STATEMENT

AND LIQUIDITY

The net cash flow from operating activi-
ties was NOK | 379 million in 2006.
The increase of NOK 823 million from
2005 reflects the increased profitabit
ity. Due to the strong growth in 2006
the net working capital increased
during the year. Net cash flow from
Investment activities was NOK -1 634
million. The decrease in net payments
of NOK 640 million was due to pay-

BALANCE SHEET

The balance sheet figures at Decemnber
31, 2005, have been adjusied, primarily
due to finalization of the purchase
price allocation (PPA)Y for Lthe acqui-
sition of ASIMI and SGS. Total assets
increased by approximatety NOK 260
millign,

The total assets of REC wore NOK 14 781
mitlion at the end of 2006, which was
anincrease of NOK 8 456 million dur-
ing the year. The ingrease primardy
reflects the share issue in connection
with the PO and listing on the Cslo
Stock Exchange in May, 2006, which
generated  gross  proceeds  of
NOK 6 914 milllon.

Total non-current assets increased by
NOK 1181 million to NOK S 758 million
during the year, primarily due to

2006 compared-with O T8 it ———ments 2005 for- tve-cquisitton of

in the previous year. Financial incame
improved as a result of the Increased
net cash position after the IPO, which
was partly offset by net currency fosses
due to a strengthening of the NOK
compared with EUR and USD.

The profit before tax and fair value/for-
eign exchange eftect of convertible
loans was NOK 1 540 million. com-
pared with NOK 523 million in 2005,

The profit was adversely affected by the
recognition ¢f non-cash fair value/for-
eign exchange eflects of convertible
lgans denominated in foreign currency.
This affecled profit before tax nega-
tively by NOK 796 million In 2006,
compared with 2 negative etfect of
NCOK 493 mitlion in 2005. Including the
effects from the convertible loans, REC
reported a profit before taxes and mi-

(NOK miilion)
Revenues

|

|

subsidtaries, primarily ASiMI and SGS.
Cash payments for capitat expendi-
tures were NOK 1 534 million in 2006,
primarity due lo expansion projects in
REC Wafer ant REC Sillcon. The net
cash flow from financing activities of
NOK 7 022 million in 2006 primarity
consisted of the net proceeds from
the share issue in connection with the
IPO and listing on Oslo Stock
Exchange, Cash and cash equivalents
totaled NOK 7 418 million at the end
of 2006, an increase of NOX 6 750
million during 2006.

The company also holds NOK 27 billion in
un-drawn credit facilities, and grven
that this provides ample funding for
all planned and approved capacity ex-
pansicns the Board caonsiders the
liquidity position satisfactory.

L Plal CAPTIGHUTES,

Net working capital incieased by
NOK 442 million to NOK 844 million,
excluding cash and cash equivalents
The Increase is a reflection of the
higher activities in all segments.

Equity increased by NOK 9 379 million to
NOK 10 637 million primarily due lo
the share issue in May, converslon of
corwertible loans to equity, and the
profit for the year.

The Group was fully refinanced during
the year, and was net cash positive at
year end. Tetal interest bearing habili-
ties amounted to NOK 2 644 million
at the end of 2006, a decline of
NOK 1 277 million during the year
The decline primarily reflects the con-
version of convertibie debt to equity.
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SEGMENT ANALYSIS

REC Silicon

REC Sllicon produces polysilicon and
sllane gas for the PV Industry and
the electronics Industry at two
facllitles In Moses Lake, Washington
and Butte, Montana In the USA. REC
Silicon employs approximately 500
people. Athlrd plant under construct-
ion wilt more than double REC
Silicon’s capacity for polysilicon pro-
duction by the second half of 2008,

REC SILICON

- KEY FINANCIAL FIGURES
(NOK mullinny 2006 2005
Revenues 2127 1018
EBITDA 1063 413
EBITDA - margin 50% 4a1%

REC Silicon reported revenues of NOK
2 127 milien tor 2006, which was
more than double from NOK § Ot8 mil-
lion In 2005. REC Silicon's operations
comprises REC Solar Grade Silicon
(SGS) LLC in Moses Lake, Washington
(USA) and REC Advanced Silicon
Materials (ASiMY LLC in Butte, Mon-
tana (USA} which was acquired in
2005, Excluding the acquisition of
ASIMI, revenues increased by approxi-

REC Silicon also strengthened its position
in & growing silane gas market, and
significantlyincreased production com-
pared with the previous year. In 2006
the tetal market was estimated to
1600 MT, mainly retated to integrated
circuits and TFT LCD business. but PV
is currently the strongest growing
segrment. REC Silicon will continue to
be an aclive player in supperting the
growth in this market.

As in the previous year, the bulk of the
ASiMI polysilicon production  was
electronic grade silicon shipped un-
der existing contracts. REC Silicon
confirmed fts position as an industry
cost-leader also in 2006, although
de-bottlenecking processes affected
onsstream time and production neg-
atively towards the end of the year.
For the fuil year, operating costs were
also negatively affected by expansion
and ramp-up costs of NOK 55 million
in 2006, which were counterbalances
by positive one-aff eftects primarily
relating to change of an employee
benefit plan,

Overall, REC Silicon EBITDA Increased
to NOK 1 063 million in 2006, from
NOK 413 million in 2005, driven by the
effects of the consolidation of ASiMI,
higher product prices and effects of
conlinuous cost cuts. The EBITDA-
margin increased to S0 percent in
2006 trom 41 percent in the previous
year,

In May 2006, the Board decided to invest

production of polysilicon by 1 000 MT
with full effect from the second half of
2008.

Overall, REC Silicon targets a polysilicon
production of 13 500 MT by 2009 of
which 6 500 MT will be granular ma-
terial. The total silane gas production
capacity is estimated to 20 CO0 MT.
The production increases will primari-
ly materialize in 2008-09.

The polysilicon production target for
2007 is € COO MT, which corresponds
with an increase of 8 percent from
2006. Average polysilicon prices for
200T are expected lo be more than 15
percent higher than in 2006.

REC Waler

REC Wafer produces multlcrystaliine
wafers for the solar cell industry at
two facilities In Glomfjord and at
Heravya In Norway, as well as mono-
crystalline Ingots for wafer produc-
tion at a separate plant in Glomfjord.
REC Wafer employs appraoximately
500 pecple.

REC WAFER

- KEY FINANCIAL FIGURES
(NDK orullion} 2006 2005
Revenues 2455 1596
EBITOA 825 417

_EBITDA - margin 34% 26%
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both increased prices and increased
production and shipments at 5GS.

Overall production of prime quality poly-
silicon arngunted to S 555 MT in 2006,
which was an increase of 59 percent
from 2005. Production at SGS was ap-
proximalely 2 YOO MT, which was an
increase of 15 percent from 2 350 MT
in the previous year. Production at
ASiM| was approximately 2 84G MT,
compared with 1150 MT in 2005 when
production was consslidated inlg REC
only tor the |ast five months of the
year.

Shipments of polysiticon were somewhat
higher than the production, reflecting
a drawddown on inventories during Lhe
year. Approdimately one-third of REC
Siticen's polysilicon sales volumes were
dedicated to REC Wafer in 2006.
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new plant for granular polysilicon,
which will more than double the com-
pany’s polysilicon production capacity.
The cornerstcne was 1aid down in
August and the plant |s expecied to be
ready for production ramp-up in the
second half of 2008. Construction
was on schedule as of year-end 2006,
and additional resources were allo-
cated to preserve project tead-times
despite a pressured gkobal engineer-
ing, procurement and construction
market,

During the year, the company also decided
to invest approximatety USD S0 mil-
lion In a de-bottlenecking project at its
polysilicon plant in Butte, Montana,
The engineering of the project was ac-
cording to plan as of year-end 2006
and s expected to increase anntal

REC Water reperted revenues of NOX
2 455 million in 2006, which was an
increase of 54 percent from NOK 1 596
million in 200%. The strong revenue
growth was primarily arganic, driven
oy increased production volumes and,
to a lesser extent, increased product
prices.

Strong production growth means REC
Wafer retalned Its position as the
global leatler in production of wafers
for solar applications. Measured in
megawatt (MWp), overa!l preduction
increased by 4t percent to 306 MWp
in 2006 and was close to a run rate of
400 MWp towards the end of the
year.

Approximately 90 percent of the Mwp
produced was multicrystalline wafers,
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produced at REC Wafers' plants at
Hereya and in Glomfjord. The wafer
production increased by 34 percent.
due to a combination of gradually
increased productlon on existing wafer
lines and successiul start-up of the new
200 MWp production line at Hergya in
late September. The production of
manocrystalline ingots from REC SiTech
in Glomnfjord was 31 MWp. REC SiTech
was consolidated from July 2005,
and had a production of approimately
1 MWg In July to Decermnber.

wafer production volumes were positively

affected by the continued reduction in
wafer thickness, which aiso improves
polysilicon wtilization and reduces
cost. All production lines were produc-
ing 200 prn walers in the fourth quarter
of the year.

Unit preduction costs on existing produc-

tiort lines declined during the year, as a
result of the tawer silicon consumption
per unit, improving yields and increas-
ing econornias of scale, These improve-
ments were partly ofiset by ingreasing
polysilicon prices and costs related to
expansions and ramp-up of NOK 65
million in 2006, which primarily related
o the new production line at Heraya.

REC Waler EBITDA of NOK 825 milfign for

2006 was neves theless almost double
from 2005, and the corresponding
EBITDA-margin increased by 8 per-
centage-points to 34 percent.

The actugl ramp-up of production at

Hergya went faster than expected,
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ongoing expansion the new plant will
bring REC Wafer's total capacity to
reach 1 300 MWp by 2010 (based on
simplified constant 15 percent cell ef-
ficiency).

In 2007, REC Waler largels an overzlt
production of 500 MWp, which corre-
sponds to an increase of 63 percent
from 2006. Average wafer prices for
2007 are expected to be more than
10 percent higher than in 2006,

Curing 2006, REC Wafer signed four
major contracts with globally leading
solar cell manufacturers. Taking all
approved expansion projects info
considerations, REC Wafer has con-
tract coverage for approximately
80 percent of the total estimated
production volume until 2010.

REC Solar

REC Solar produces solar cells In Narvik,
Norway and solar cell modules In
Glava, Sweden, REC Solar employs
approximately 300 people,

REC SOLAR

- KEY FINANCIAL FIGURES
(NGK mifion) 2006 2005
Revenues 873 404
EBITDA 195 86
EBITBA - margin 22% 21%

increasing wafer prices, and also
expansion and ramp-up costs of NOK
19 million in 2006. Despite the positive
efiects of higher volumes, continuous
cost culting, and a favorable change
in product mix from 175 Wp to 210 Wp
modules, the EBITDA-margin of 22
percent was thus only slightly above
the previous year,

REC Sclar enjoyed increasing positive

s¢ale effects and improved production
yields towards the end of the year, and
the fourth quarter EBITDA-margin of
27 percent was 5 percentage-paints
above the 2006 average.

As production is close to current capacity,

the next step-change in volumes wilt
come from further expansiocn pro-
grams. In September 2006 the Board
decided to invest NOK 800 million in
projects designed to quadruple celt
production capacity from 45 MWp to
225 MWp and more than double mod-
ule production to 100 MWp within
2008. The expansion projects include
a targeted and stepwise implementa-
tion of new and innovative production
processes, designed to lower costs
and enhance the electrical efficlency
of the cells and modules, Several pro-
cess concepts are expected to be
retrafitted on existing equipment 1o
lower ¢osts.

For 2007, REC Solar cxpects a cell

production of 50 MWp and a moduie
production of 45 MwWp, which repre-
sents increases of 37 percent and

te EBIT already in the fourlh quarter
of the year. The line Is expected 1o
reach its design capacity in the third
quarler 2007, During 2007, the com-
pany will also increase production in
Glomijord through the completion of
an expansion of the existing plant.

In Decernber 2006, the company decid-

ed to invest NOK 2.5 billion in the
construction of the world's largest
sclar plant at Hergva. Norway. The
expansion program will be aligned
with the ongoing capacity expansions
in REC Silicen, and the firs phase 1s
expected to be ramped-up from the
fourth guarter 20C8. The second
phase will follow the year after, with
total production from the new lines
reaching a capacity of 650 MwWp at
the end of 2009. including already

REC Solar reperted revenyes of NOK 873
miflian in 20086, which was more than
double from NOK 404 miliion in 2005.
The growth was ali organic and pri-
marily driven by volume increase.

The output from REC ScanCell increased
by 86 percent to 37 MWp, whereas out-
put from REC ScanModule increased
by 128 percent to 33 MWp. The produc-
fion was gradually increased during
the year, and both the cell and module
operations produced at close the
design capacity of 45 MWp each in the
fourth quarter of the year During
2006, almost sll production from REC
ScanCell was sold to REC ScanModule.

REC Solar achieved EBITDA of NOK 195
million in 2006, which was more than
double trom NOK 86 million In 2005,
Cosls were negatively atfected by

39-percent, TespECivety from-2e9e:
Average prices for cells and modules
are expected to decline by up to 5 per-
cent from 2006 to 2007, in tune with
the industry's efforts to improve the
competitiveness of solar power com-
pared with traditionzl energy sources,

Compared with 2006 and previous years,

an increasing part of the module out-
put is expected to be sold to the Medi-
terranean area in 2007, following the
ery into a long-term contract in
Spain in May 2006.

EVERQ
REC proportionately consolidates 333

percent of EverQ's financial state-
ments line-by-iine with effect from
December19, 2006, aiter the increase
in ownership was  approved by
German authgrities. REC. G-Cells and
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Evergreen Solar are now equal partners
in EverQ.

REC recognized revenues of NOK 10 mil-

lion and an EBITCA of NOK 3 mililon
for the period from December 19,
2006. For infarmation, EverQ overall
had revenues of approximately EUR
19 million in the fourth quarter 2006,
an EBITDA of EUR 39 million, and an
EBIT of EUR 2.8 million. These figures
exclude effects of the purchase price
allocation.

EverQirst started commercial shipments

of solar modules in Aprit 2006, and
production already reached more
than 90 percent of the annual design
capacity of 30 MWp in September
2006. The preduction rate has con-
tinued growing, and it is expected to
exceed design capacity during the
second guarter 2007 The expected
production for 2007 was atready sold
out at year-end 2006, .

On October 2, 2006, EverQ laid the cor-

nerstone of a new 60 MWp facility
which is expected to triple the produc-
tion capacity. The new plant is expect-
ad to commence test production
alraady in the second quarter 2007.
As previously communicated EverQs
sificon supply agreement with REC
could enable EverQ to grow towards a
capacity of 300 MWp by the end of
the decatle.

REC ASA
REC ASA prepares its Finenciel Stete-
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ties in the parent company REC ASA
comprise corporate functions,
research and development, business
development and in-house banking.
These aclivities were scaled up during
2006 due to increased activity and
complexity of REC. The preparation for
fisting on the Oslo Stock Exchange also
required more internal and external
resources and contributed to the in-
creased costs, External cosls directly
related to the capital increase in May
were recognized as a reduction to the
proceeds to equity, As a consequence
of the aboye mentioned effects, the
operating Joss was NO¥ 81 million for
2006, cormpared with & loss of NOK 44
million in 2005, Profit before tax
increased with NOK 495 million com-
pared to NOK 104 million in 2005, The

increase was primarily due toincreased
group contribution from subsidiaries
and interest on proceeds from the
capital increase in May 2006.

After a tax charge of 28 percent,
the profit for the year was NOK 356
million, compared with a profil of NOK
5 mitlkon in 2005,

At December 31, 2006, total equity for
the parent company amounted to
NCK 9 505 million. The increase of
NOCK 8 359 million during the year was
due tothe sharg issue in May, conversion
of convertible loans to equity, and the
profit for the year At December 31,
2006, interest-pearing liabilities of
REC ASA were NOK 1877 million due to
financiat institutions, as a result of the
refinancing of REC in March. Quring
the year, altconvertible loans, amount-
ing to NCK 1184 million, were convert-
ed to equity. REC ASA was net cash
positive at year-end. Total assets in-
creased by NCK 8 659 millien to NOK
11 510 mitlion, primary refiecting the
effects of the capital increase and refi-
nancing of the Group in March 2006.

ALLOCATION OF PROFITS
Follawing the receipt of group contri-
butions of NOK 410 million before
taxes, the parent company REC ASA's
profit for the year amounted to NOK
356 million. The Board proposes the
foliowing allocation: Transferred to
other equity: NOK 356 miilion. After
this allocation, the distributable equity
million as at December 31, 2006. Due
to the growth strategy and aggressive
expansion plans the Board believes
these funds can be put to prefitable
use within the company. and thus
does not propese any dividends to be
paid out to the Shareholders fcr
2006.

RISK FACTORS

The global market for PV solar systems
has shown an average annuai growth
of approximately 40 percent since
2000, and most Industry ohservers
believe the growth is sustainable at
similar fevels also over the coming
five years. The tuture growth of the
PY solar market is nevertheless de-
pendent on several factors which may
influence demand.

The growth of the solar power has tradi-

tlonally been supporied by a range of
different incentive pregrams in major
markets such as Germany, Japan and
USA, which combined account for ap-
proxirmately 90 percent of the glohal
market. Several other major markets
are currently implementing support
pregrams, and many countries have
also implemented legislative enviror-
mental targets which are expected to
further support the demand for
renewable energy sources.

Although REC believes government initia-

tives will continue to support solar
investments, political develcpments
may potentially affect incentives for
PV systems negatively. In Germany,
which currently is the largest market
for PV systems, the incentive regime ¢
scheduled for review in 2007 Other
major markets are currently less
dependent on incentives, although
reduced political support may poten-
tially negatively affect demand in these
regions.

A generatly healthy global economic en-

The main reason is that the production

vironment and globally low interest
rates have also supported the strong
dermnand for PV solar since the turn of
the century. Globally rising interest
rates are emerging as the most im-
portant financial market risk, as a sig-
niticant and permanent upwards shift
in Interest rates could affect demand
negatively.

is dominated by depreciation and
interest. This is true both for small
and medium sized PV plants con-
structed by private individuals, farmners,
smaller companies or public authori-
ties, as well as for farge PV plants,
which in many instances are funded
by ¢losed-end funds. Relatively low
interest rates gver the past years have
alse reduced the expected return on
certain afternatlve investments. As
a rule-of-thumb, Solar Annual 2006
estimated that an increase of one per-
centage-point in ong-term residentlal
interest rates generates an increased
required price for solar power of
roughly 4 US cent per KWh at current
market prices for solar systems,

High energy prices have played its partin

sharpening the focus on renewable
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energy sources, and cemand for PV
solar power will chviously be aftected
by prices lor power generated from
other energy sources alsc in the future,
Although  many industry analysts
expect sustainable high-energy prices,
this should be acknowledged as a risk
factor which may negatively affect
the revenues and profits of REC gaing
forward. REC primarily addresses
these risk factors through its efforts
to lower cost to make PV solar power
a competitive alternative,

The growth of the PV market is depen-

dent on factors affecting supply. REC
regards access to polysilicon fo be the
main risk facter for industry growth.
However, REC's captive production af
polysilicen will to a high degree shield
the company from this risk factor in
the short-and medium-term.

The market for renewable energy pro-

ducts Is subject to rapid technological
change, frequent improvements, new
products and services, and constantly
developing customer requirements.
Competitors may faunch new pro-
ducts and services earlier or at more
competitive prices, or secure exclusive
rights to new technologies.

REC has In 2006 made a number of

investments decisions for the expan-
sion of production capacity, which will
involve development of a number of
new technologies which have only
been praven in pilot-scale production,
These technologies need ta he proven

ciated with the net exposure primarily
by use of various financial instru-
ments, such as forward contracts and
currency options

In connection with the refinancing of REC
in the first quarter of 2005, REC
implemented a new and revised finan-
cial policy with a centralized foreign
exchange risk mapping and manage-
ment. REC's general policy is to cover
between BO percent and 100 percent
of the net transaction foreign ex-
change expeosure an arolling 12 month
basis. The currency exposure pdlicy
covers the ferthcoming 48 months on
a rolling basis, with gradually declining
coverage. See also note 3. for further
information about currency risk and
coverage,

INTEREST RAYE RISK

Apart from indirect effecis of interest
rates on revenue and operating cash
flow, as described above, RECS interest-
rate risk primarily relaie 10 short-term
liquidity and Interest-bearing financial
assels, and interest-bearing long-term
borrowings.

When in a net debt position, REC's policy
seels {o balance interest-rate risk
through a combination of variable and
fixed interest rate borrowings. REC
then aims to ensure that at least 25
percent of borrowings are fxed. and
at least 25 percent floating. See Note
31 for further Information about inter-
est rate risk and coverage.

number of ditferent monetary market
funds, in the Group cash pool systemn
and other bank deposits, which allows
for flexibility if the company should
want to act on investment opportuni-
ties. Due to the dynamic nature of the
ungerlying businesses, REC also main-
tains committed credit lines in order
to maximize its financial flexibility,

ORGANIZATION

Prior to the listing on Oslo Stock
Exchange in May 2008, the Board of
Directors consisted of Tore Schigtz
(Chairman}, Marcel Egrnond Brennink-
meijer, Ole Enger, Roar Engeland and
Rune Bjerke. With effect from May 9,
2006, Line Geheb, Susanne Elise
Munch Thore and Karen Helene
Ulitveit-Moe jolned the Board. Rune
Bjerke resigned from the Board in
December 2006 as he has taken up
the position as CEQ in DnBNOR.

Atfter the end of the year, Mr Reidar Langmeo
decided to resign trom his position in
REC. Mr Langimo was one of the found-
ers of REC and the Board wou'd like to
thank him for his major contributions
to the development of the company
since 1996.

HEALTH, SAFETY AND

ENVIRONMENT

Aiming to be an industry-leader, heallh,
safety and environmental care 15 a tep
priority. Several pregrams are in place
to promote a safety-griented culture

——— 2% e-in-highavolume- commprcial-proa

duction. The construction and ramp-
up of new manufacturing facilities
irnplementing new technotogies could
take fenger or cost more than expact-
ed, which could materiatly impact reve-
nues and results.

CURRENCY RISK
More than B3 percent of 2006 Group

sales were denominated in foreign
currencies. Approximalely SO percent
of sales were denominated in EUR and
approxintately one-third in USD. For-
eign currencies account for almest
three guarters of Group expenses, of
which USD is the most impartant and
EUR the second most important.

The currency flows expose REC to fluctu-

ations in the exchange rates. The
Group seeks to reduce the risks asso-

CREDIT RISK

Al new customners are credit checked be-
fore enteringinto long-term contracts.
Given the transparency of e industry,
the currentiy relatively small number
of end-customers and the strong
product demand, the credit risk is
generally perceived to be low. Over
the course of its history, REC has had
only negliglble write-downs on its
recelvables.

LIQUIDITY RISK

Prudent liguidity risk management
implies rnaintaining sufficient cash
and cash equivalents and secure avail-
ability of additicnat funding through
committed credit facitities.

The cash raised through the IPQ of REC
in May 2006, has been invested in a
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as well as to ensure process safety
and mechanical integrity. As n 2005,
REC experienced no Inss of lile In
2006.

The overall reported number of injuries
in REC was 54 in 2006, some of which
resulted in lost time, The majority of
these occurred in the US cperations in
REC Silicon. All injuries have heen
documented and measures adopted
to avoid recurrence, There were no
reports of significant damage to
property or equipment in 2006.
In REC ASA there were no reportable
injuries in 2006,

In general, the working environment in
REC is safisfactory. Absence on sick
leave was 2.8 percent in 2006, which
was a significant improvement {rom
approximately S percent inthe previous
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year. in REC ASA the absence on sick
leave was 01 percent in 2006. REC
aims to keep sick leave at low tevels by
continuously improving the working
and safety congitions,

EQUAL OPPORTUNITY EMPLOYER

REC ang all its subsidiaries are commit-
ted to equat employment apportunity
in all their employment practices. All
employees and applicants will be pre-
vided equal employment opportuni-
ties without regard to age, race, color,
creed, sex, sexual orientation, naticnal
arigin, redigion, marital status, disabili-
ty. or any other protected status.

REC requires that all employees ¢ooper-
ate fully to ensure the fulfilment
of this commitment in all actions and
decisions. including hiring, promo-
tions, upgrades, transfers, layoffs,
training, education, pay, benefits, and
social and recreational programs.
Selection ol persennel for hiring and
promotion is based on such factors as
education, experience, proven skills,
inttiative, dependability, cooperation,
availability, and growth potential.

Etnployees are encouraged to recom-
mend for promotion those individuals
whose past performance demen-
strates an ability to assume greater
responsibility. Such recommendations
are in no way allowed to be influenced
by an indlvidual's race. sex, or other
protected factors.

Female employees made up 21 percent of

percent of managerial position in REC
at the end of the year. In REC ASA, 27
percent of the employees were female
and 18 percent of ermployees in manag-
erial positions. Out of a total nine exe-
cutives on REC management level, the
company had one female executive at
the end of 2005, This has been in-
creased o two after the end of the year,
bringing the female representation Lo
25 percent on the executive level.

At the end of the year, three cut of seven
members of the Board of Directors
were female.

Ethnic minorities made up 14 percent of
the total number of employees in REC
and 3 percent in REC ASA at the end
of the year, counted by domicile of the
operating activity.
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All ernployees in REC are required to con-
duct business in alignment with values
established in the company's Code of
Conduct.

ENVIRONMENTAL EFFECTS

REC continuously works on assuring the
quality of the operations in all its suby-
sidiaries. The Group's vision te Increase
the use of clean and renewable energy,
and thereby reduce the negative envi-
ronmental impact from traditional
energy sources, underlines the Group's
emphasis on the significance of the
environment,

The Group will continue its efforts to
reduce the consumption of non-
renewable inputs throughout the dit-
ferent business areas in the Group,
both direclly In the production pro-
cess and indirectly in administrative
and suppaorting functions, and conlin-
ue o reduce energy consumption and
emissions to the environment.

Energy is an important input factor
in REC’s value chain, in particular in
the production of polysilicon, REC
continuously strives at reducing the
energy consumption as this will also
be an important contribution to the
total unit cost of production. The next
significant contribution to reducing
energy consumplion in polysilicon

production will come through imple-

mentation of fluidized bed reactor

{fBR) technology for production of

granular polysilicon in REC Silicon's

which will aliow for radically reduced
energy consumption compared with
traditional technologies.

With regards to emissions 10 air and water,
REC conducts its operatlons In accord-
ance with permits granted by local
and national authorities. and all the
Group's plants have obtained all nec-
essary permits

REC ASA does not contaminate the
external environment.

SHAREHOLDER RELATIONS

REC puts emphasis on transparency and
equat treatment of shareholders. Each
share holds one voting right at the
General Assembly and there are no
fimitations 1o lrading of shares. The
General Assembly will be open for all

shareholders and any shareholkler not
attending the General Assembly will be
given the opportunity to vote by proxy.

REC ASA was listed on the Oslo Stock
Exchange on May 9, 2006. Since the
first day of trading. more than 278
million shares have been traded on
the stock exchange, corresponding to
56 percent of the number of shares at
the end of the year. Per December 1,
2006 the company had slightly more
than 9 000 shareholders.

REC employs a full-time Investor Relations
function, which will attend to any
shareholder matters. REC will pro-
actively seek to provide investors and
analysts with refevant details to enable
thermn to assess RECS true financial
situation as well as risks and opp-
ortunities facing the company, REC
will submit by web casts aill interim
presentations, and hast an annual cap-
ital markets day to enhance Investors'
and analysts' interest and knowledge in
the industry and the company. '

CORPORATE GOVERNANCE

The Board of Directors seeks to provide
cffective governance of business and
affairs to ensure long-term benefits of
the company's stakehoiders. Approved
and implemented Corporate Gover-
nance principles are built on a sel of
rules and procedures, which, aleng
with the charters and key praclices of :
the Board Committees, provide the i
framework for the governance of REC,
Corporate Governance policy. !

The Board appoints from among its own !
members the members of the three
board committees; the corporate gover-
nance committee, the compensation
committee and the audit committee,
In addition a nomination committee
has been elected. independent of the
Board and the Company's executive
management, :

REC complies fully with the Norwegian !
Recommentation for Corporate Gover-
nance and largety conforms to current
international standards ot good corpo-
rate governance. The work of the
Board is evaluated an an annual basis.

For information about compensation
oolicy, please see neote 16. !

©-
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REPORT FROM THE BOARD OF DIRECTORS

EVENTS AFTER THE BALANCE

SHEET DATE

The Board has no knowledge of any
significant events after the balance
sheet date December 31, 2006.

OUTLOOCK

The global market for PV solar cells has
grown at an annual rate of approxi-
mately 40 percent since the turn of
the century, and forecasts by industry
analysts indicate that the market for
PV energy may continue at the same
slrong pace also in the foreseeable
future. REC shares this optimism and
remains confident that PV solar power
will play an important role in filling the
world's increasing need for affordable
and clean energy.

REC has outpaced the industry growth
angd has further initiated new major
expansign programs within all three
segments during 20056, The expan-
sion prograrns are integral parts
of the company's technology-driven
2010 Cosl Roadmap, which targets
a reduction of the production cost
per watt of a madule by 50 percent

el

compared with world class 2005
production.

REC Silicon targets a production increase
of approximately 8 percent to 6 000
MT polysilicon In 2007, and expect aver-
age prices to increase by more than
15 percenl compared wilh 2006.
REC Silicon has commenced construc-
tion of a new & 500 MT granular poly-
silicon plant which will be ramped-up
in the secand half of 2008. Combined
with improvements in existing plants,
the company expects this to more
than double the polysilicon produc-
tion capacity to 13 500 MT, and signiii-
cantly increase the silane gas capacity
by 2009.

REC Wafer targets a production increase
ol more than 60 percent to 500 MWp
in 2007, including both multicrystal-
line  wafers and monocrystaliine
Ingots. Average prices are expected to
increase by more than 10 percent
compared with 2006, REC Wafer in
2006 decided to canstruct two new
plants with a cornbined capacity of
650 MWp. The new plants will be tully
up and running during 2009, and total

Havik, March 21, 2007

capacity is expected to reach 1 300
Mwp by 2010 based on current celt
afficiency.

REC Solar targets a cell production of
50 MWp and a module production of
45 MWp in 2007, corresponding with
increases of 35-4Q percent from 2006.
Average prices of REC are expected to
decline by up to 5 percent from 2006
to 2007, in line with the market expeci-
ations. This is in tung with the efforts to
improve the competitiveness of solar
power in the end-user markets. During
the year, REC Solar will implement the
first phase of the 180 MWp expansion
of the cell plant in Narvik and the 55
MWp expansion of the module plant in
Glava, Sweden. The expansions will be
fully implemented during 2008, when
REC Solar will have a solar cell produc-
tion capacity of 225 MWp and a mod-
ule capacity of 100 MWp.

REC's 333 percent owned Joint venture
EverQ is expected to complete ramp-up
to 60 MWp during the year, and REC will
continue 1o pursue oppoeriunities to add
o growth In a profitable manner also
threugh partially-owned companies.

Tore Schietz
Chalrman of the Board

Roar Engeland
Member of the Board

Karen Ml UL oo TTpe

Karen Helene Ulltveit-Moe
Mermnber of the Board

ﬁlé‘ Jeion.. tfz":’nﬂ'._
7 7

Marcel Egmend Brenninkmeifer
Member of the Board

AT [ Ak
QE?‘}“/J‘ i

Susanne Elise Munch Thore
Member of the Board

Erlk Thorsen
President and CEQ

ey

oS
’

Ole Enger
Member of the Board

mﬁe el

Line Geheb
Member of the Board
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A sourd and transparent Corporate Gover-

nance structure contributes to value
creation and improved resuits; It builds
trust and provides a basis for socially
responsible conduct, Corporate gover-
nance is ¢rucial to REC's development
and this policy provides a structure for
setting the objectives of the Company,
establishing the means for attatning
these objectives and monitoring the
performance of the Company.

REC Corporate Governance Principles

specifies the distribution of rights and
responsibilities among  different
participants in the corperation, such
as, the board, managers, sharehotders
and ather stakeholders, and spells out
the rules and procedures for making
decisions on corporate affairs. These
principles include processes and con-
trol features established to align
management ang shareholder inter-

business and affairs for the long-term
benefit of the Company’s stakeholders.

RECS Corporate Governance Piinciples
complies with the Norwegian Code of
Practice for Corporate Governance
issued by the Nerwegian Corporate
Government  Board (NCGB), of
2005/2006.

CORE VALUES
REC's busingss is based on four core values:
+ We are customer-focused
We deliver guality in our work
and products
We are alert and take responsibility
We respect and take care of each other

These values are intended to ensure
satisfied and loyal customers, geod
and meaningful jobs and to provide
the shareholders with return on in-
vested capital in full confidence that

515,

CORPORATE GOVERNANCE REPORT
Corporate governance in REC is based on

Nerwegian legislation, primarily the
Norwegian Public Limited Companies
Act, the Oslo Stock Exchange Reguia-
tions. the Norwegian Code of Practice for
Corporate Governance as welt as other
applicable rules and recommendations
issued by relevant organizations.

In 2006, the Board of Directors formally

adopted REC's Corporate Governance
Principles describing the distribution
of rights and responsibilities among
different participants in the corpora-
tion, such as, the board, executive
management, shareholders and other
stakehoiders. The aim of these princi-
ples Is to further the goal of providing
effective governance of the Company's

WE WaNage Ul PES5UTCES 1 the Dest
passible way. The Chief Executive Of-
ficer has responsibility for implement-
ing these vatues.

CODE OF CONDUCT

The Board of Directors has approved a
REC Code of Conduct. All members of
the Boards, as well as REC manage-
ment and employees are covered by
the Code, and will adhere to its pnnciples
and policies. The Code of Conduct
bullds on our Core Values and Gover-
nance Principles, and provides alt our
clients and employees with a clear under-
standing of what we stand for and the
way we do business.

TRANSPARENCY
REC believes that an objective, suflicient
and timely provislon of informatien to
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the market is a prerequisite lor a fair
vatuation of REC's shares and In burn,
the generation of value for RECS
sharehelders. This commitment will
be evenly fulfilled irrespective of
whether the information is positive or
neqgative for the Company.

JOB DISCUSSIONS/

PERFORMANCE EVALUATION

In 2006 REC started implementing a
management process and tool fo
ensure employees’ goal focus and
strategy implementation at individual
leve), The program involves the em-
ployee in determining goals and objec-
tives at individual level, and ensures
that essential preconditions to achieve
the gozls set are discussed and devol-
oprnent activities are agreed if needed.
The system provides the individual with
the support and feedhack that will help

The GM shall consider the following.

+ Approve the financlal statemenlts
and the annual report. including the
aliccation of profits or deficits
Determine remuneration to the Board
of Directors ang approve remune-
ration to the Auditor
Elect Chairman of the Board, Board
Members ang Auditor
Other issues that shall be considered
by the General Meeting according to
law or the Articles of Association
Elect representatives to the Nomina-
tion Comenttee

REC ASA held its Annual General Meeting
on April 20, 2006. More than 95 per-
cent of the shares were represented.
Minutes and protocol from the Annuai
General Meeting <an be found on
WWWIecoroup.com

therTrTegch thor o potemtiat

GOVERNANCE BODIES

The composition of governing bodies of
REC oullines the responsibility for
managing the Company. The govern-
Ing bodies consist of the General Meet-
ing, the Nomination Committee and
the Board of Directors (see figure next
page).

GENERAL MEETING

The Annual General Meeting (AGM) has
supreme  authority in all of RECS
affairs. Any shareholder is entitled and
encouraged Lo attend any general meet-
ing (GM) provided an admission card has
been obtained. The General Meeting
provides an opportunity for sharehold-
ers to address the Board of Directors
and the Executive Management directly.

FOI™TNOTE TGS on the ARnuar
General Meeting, see Articles of Associ-
ation §9-10. The Articles of Assoclation
can be found on www.recgroup.con,

NCOMINATION COMMITTEE

The Nemination Committee is composed
and efected pursuant to the Compa-
ny's Articles of Association, and shall
propose candidates relating to the
Annuzl General Meeting's election of
members and deputy members to the
Board of Directors, as well as suggest
rernuneration for these members,

Member Electod

Rune Selmar 200406
Christian Berg 20.04.06
Marius Grenningsaater 200406

More informaticn about REC's Momi-
nation Committee can be found at
WWW.IeCgroup.com

BOARD OF DIRECTORS

REC seeks tc continuously adapt ire
organization to international and
national  corporate  governance
requirements, The composition of the
Board of Directors and the bacik
ground and expertise of the individual
directers wili mirror the challenges
REC faces in the years ahead. When
selecting directors, REC's Nomination
Committee seeks tc recruit Individu-
als with different and complementing
backgrounds and insights.

The Board of Directors has held 13 meet-
ings in 20Q6G. For inforiation about
Board Members shareholding see note
16 for further information.

Member Elecled

Tore Schietz {Chairman) 141201
Marcel £, Brenninkmeijer 280502
Cle Enger 08.11.04
Roar Engeland 16.11.05
Line Geheb 02.05.06
Susanne E Munch Thore 09.05.056
Karen Helene Ulitveit-Moe 09.05.06

Qverview of REC's Board of Directors can
be found at www.recgroup.com

BOARD COMMITTEES

The Board of Directors Incorporates
three committees - a Cempensatian
Committes, an Audlit Commlttee, and
a Carporate Governance Committea,
REC Board of Directors may add new
committees or remave existing com-
mittees, as it deerns advisabl in the
fulfillment of its primary respansibili-




ties. Each commiitee will perform its
duties as assigned by the Board of
Direclors in compliance with Company
bylaws and the Committee's charter.

COMPENSATION COMMITTEE

The Compensation Committee stays
informed as to market levels of com-
pensation and. based on evaluations.
recommencds compensation tevels and
systemns to the Board. Compensation of
the Chiet Executive Officer will be pro-
posed by the Compensation Commit-
tee and approved by the Board.

The Compensation Committee has held
3 meetings in 2006,

Member Apnointed
Rune Bjerke 14.09.05
{rnember of the Buard of Directors untit
he resiyned December 22, 2006)

Qle Enger 14.09.0%
Susanne £, Munch Thore 23.05.06

More information about REC's Compenr
sation Committee can be found at
www.recgroup.com

AUDIT COMMITTEE

The Audit Commitiee is a preparatory
body that supports the Board of Direct-
ors in fulfilling its responsibifities with
respect to REC's financial reporting,
auditing and control. The committee is
responsible for making recommend-
ation to the Board and General As-
sembly with respect fo the appoint-
ment, compensation, relention and
gversight of the Company's independ-
ent augitors.

The Audit Committee has held 3 meet-
ings in 2006.

Member Appainted
Roar Engeland 15.12.05
Karen Helene Ulltveit-Moe  23.05.06

More information about REC's Audit Com-
mittee can be found at www.recgroup.
com .

CORPORATE GOVERNANCE

COMMITTEE

To further improve the company's efforts
to provide effective governance, the
Board of Directors has implemented a
Corporate  Governance Committee.
The cornmittec acts as a preparatory
and monpitoring body and assists the
Board in executing its responsibility on
matters of Corparate Governance.

Member Appointed
Marcel E, Brenninkmeijer 23.05.06
Line Geheb 23.05.06
Tore Schigtz 23.05.06
Erik Thorsen

(associated member) 23.05.06

More information about REC's Corparate
Governance Commitiee can be found
at www.recgroup.com
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Like afl business ventures, REC, and its subsid-
iaries are exposed to various economic,
general industry and cormpany specific
risks. These risks may constrain the com-
pany's operations and have an adverse
effect on the financlal performance.

ECONOMIC AND INDUSTRY

SPECIFIC RISKS

The future growth of the PV solar power
market is dependant on seveal factors,
which may influence dermand.

Please refer 1o the Report from the Board of
Directors and the notes to the Financial
Staternents for anin-depth review of risks
associated with (i) the PV industry as well
as {ih the rapid technology development
and (il financial risk.

QPERATIONAL RISKS

PRODUCTION

The production of solar grade silicon,
wafers, solar cells and maodules are
highly complex processes. REC may
experience lower than antitipated
yields as the company continuously
strives to improve these processes
anct expand its manufacturing capacity.

The company modules carry a 25vyear
power output guarantee and a 2 to &
year workmanship guarantee, consis-

products is sold to another REC segrment.
A sustained interruption In production or
substantial financial difficulty in any of
REC's segments could adversely effect
REC's performance.

KNOWLEDGE RISKS

INTELLECTUAL PROFPERTY

PROTECTION

REC continuously seeks to protect impor-
tant proprietary intellectual property.
This requires employees, consultants
and comgpanies Lo slgn confidentiality
agreements. However, steps taken to
protect proprietary intellectual prop-
erty may not be adequate, and inabil-
ity to abialn and enforce intellectual
property rights may harm the compa-
ny's performance.

REC may from lime Lo time face intellec-

tual property infringement claims that
could be time-consuming and costly
to defend and could result in loss of
significant rights.

HUMAN RESOURCES

REC bas grown rapidiy over the past
threg years and expects growth to
continue. Developlng  appropriate
internal organizational structures and
management processes on an onyo-

As REC continues to grow, the company will

nead to hire and integrate a lange number
of qualifled employees This represents a
particular challenge.

The majority of REC's employees in

Norway and Sweden are represented
by labor unions under collective bar-
gaining agreements, These agree-
ments typically govern terms and
conditions of employment and dis-
pute resolution. Work stoppage as a
result of labor disputes could have
a material negative effect on REC's
operaling and financial performance.

The future success of REC depands heav-

ily on certain executive officers and
key employees. The ioss of executives,
key employees or other employees in
key paositions could have a negative
effect. REC continuously works to re-
duce the risk of losing key employees.

RISK MANAGEMENT
The REC Group has devetoped and imp'e-

mented effective management and
control systems for carly recognition
and assessment of risks. The audit com-
mittee will focus on the various risks
that could negatively affect REC and
menitor the rmanagement’s ability te
plan and mitigate these risks

tent with ingustry practice. Due 1o the
long warranty pericd, REC bears the
risk of extensive warranty claims long
after REC has shipped the products
and recognized the revenues. Although
REC tests its solarmodules and has
three year of testing experience, solar
maodules have not been and cannot be
tested in an environment simulating
the 25-year wairanty period. As a re-
sult REC may be subject to unexpected
warranty expense, which in turn could
harm its financial resulls.

SALES

The REC Group has some concentrations of
credit risk as it have a few large custom:-
ers. If one or more of Lhese customers
were to terminate a contraci prematurely,
this could have an adverse effect onREC's
operational and financial performance.

Since REC is a vertically integrated producer
of solar-grade polysilicon, PV wafers, cells
and modules, a substanlial portion of its

ing basis in Tine with The rapid Growtn

represents a constant challenge and
occupies  significant  management
TES0UrCes,

SENSITIVITY ANALYSIS
The following tatle presents the sensitivity of

revenues, EBITDA and Net Mnanclals of
RFCs finangial results to hypothetical
changes in prices, interest and exchange
rates for 2006, ¢eteris paribus.

SE‘_SITWITY ANALYSIS Revenues EBITDA ﬂnancra:;
+/~ 10% change in price of solar grade polysilicon +/-907 +/-18 NA
+/~ 10% change In price of wafers i o 1/—346 +/= 206 NA
+/- 10% change in price of cell prices +/- 62 +/- 29 NA
+/=- 1%-point change In LIBOR NA NA +/- 38
+/- 10% change in NOK/USD +/- 144 +/- 37 MA
+/- 10% change In NOK/EUR +/-215% +/-172 NA
+/- 10% chan;e“in NOW/SEK 0 +/- 19»___ NA




2006 was an important year for REC.
The company listed its shares on the
Oslo Stock Exchange in May. and has
dramatically increased the activities
towards the capital markets. More
than 500 investor meetings and a
large number of presentations were
hetd during the year in Norway and
internationally. in addition the com-
pany arranged a Capitat Markets Day,
groviding the market with knowledge
and information about the company
and the industry.

The REC share is listed on the Oslo Stock
Exchange under the ticker code REC-OS.
At the end of 2006, REC's total market
capitalization was NOK 56 336 million.

FINANCIAL EVENTS 2006
The REC shate sose 20 percent and
the number of sharas traded was 278
million
At the end of the vear, more than 15
Narwegian and international analysts
covered Lthe company

price was set at NOK 95 per share,
providing the company with gross
proceeds of NOK 6 Si4 millicn

At the end of the year, REC had more
than 9 000 shareholders

RETURN ON INVESTMENT

The REC Group's ambition Is to give its
shareholders a high and stable return
on their investment. This should te
achieved, first and faremost, through
strong and profitable growth, at least
infine with the growth of the solar energy
market. To support REC's growth strat-
egy and expanslon plans, the Board
believes retained earnings should be
put to profitable use within the com-
pary. Accordingly, no distnibuticn of
dividends to the coimpany's shareholders
is anlicipated for 2006. Sharehalder
value should be generated, however,
through capacity expansions through-
out the entire value chain and further
preductivity impravements,

The global Initial public offering com-
prised 73 milion new shares and 1.6
mitlion secondary shares. and offering

KEY DATA PER SHARE

sure the provision of accurate, rele-
vant and timely informalicn to the
capital market.

Investors and capltal market players are

to be provided consistent, timely and
precise information simultanecusly.
All news and press releases are published
in English anly. As a listed company, REC
makes quarterty earnings presentations
available as webcasts and PowerFPaint
presentations in real time. (The pelicy is
available on www.recgroup.com)

SHARE DATA
The share price rose 20 percent in 2006,

bringing the total market capitalizaticn
from NOK 46 946 million at the time
of listing, to NOK 56 336 million at the
end of the year. The trading upturn
has stimulated interest in trading the
REC share.

SHAREHROLDERS
At December 31 2006, the REC Group

had slightly more than S 000 share-

SHAREHOLDER/TR POLITY hiolders, and the total number of oul-

REC has a shareholder policy approved
by REC's Board of Directors to en-

_ B 2006
Market capitalization at year-end (NOK milion) 56 336
"Number of shares traded {May ~Decemper) (miflion) 1§ 277.9'
Number of shares tarded {(Annualized} {million) ' 416.2_
Number of shares at year—end (million) 4942
Market price at year-end (NOK) 114.00
Highest markel price during the year (NOK) "118.50
F Lowest market price during the"year (NDK) 77.00
hk—»'_&a.rage price (NOK) - 94,98
Share price/Total equity per share, at year end (NOK) 52;3
;
54

standing shares at the end of the year
was 494.2 million, each with a nominal
value of NOK 1.

Share distribulion and main sharehnlders

are described (n the tables below.
REC ASA held two convertible loans at
the start of 2006, both of which were
fully converted. The E£UR 31 million
loan was in its entirety converied to
shares at maturity on March 31, 2006,
whereas 99.88 percent of the USD
140 million ican was converted lo
shares on March 13, 2006. The bal
ance of the USD 140 million loan, (12
percent, was converted in September
and December of 2006.
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SHAREHOLDERS SPREAD AS PER DECEMBER 31, 2006

Number of | Number of ]
shares from | shares to Number of shareholders Number of shares %
11 100 Z 240 206 949 0.04%
T 1000 5939 2 606 911 0.53%
_: 1001; 10000 o . 642 B 2 150 157 0.44%
o 10 001 | 100 000 189 5972785 | 1.21%
100G01 | 1000 000 B3 25508 131 5.16%
1 000 001 17 ’ 457 726 949 92.62%
______ a I 9 11.0_ - } A94 1";1 882 ) 129;0_%__
20 LARGEST SHAREHOLDERS, DECEMBER 31, 2006
Shareholder | Name % } 12,2006 | Type Na_L
1 | Good Energles Investments B.v. (1) 34.36| 169801900 NLD
2 | Elkem AS 23.46 115935 300 NOR
3 | Hafslund Venture AS T 2133 105411520 NOR
4| orkia ASA 4.05 20 000 000 NOR
5| State Stre-e_t-é.ank An-dn?r-;l;t Co. 2.57 ’ 12682 144 Nem USA
61 sumitomo Corporation o 135 6 662 000 PN
7 | JPMorgan Chase Bank 1.21 59866507 Nom GBE
""" & | Brown Brothers Harriman & Co T 1.07 52661911 | USA
9 | Rebelijo invest 0.56 = 27717720 NOR
‘‘‘‘‘ 10 | Morgan Stanley And Co.Intl. Ltd. - 0.48 23862237 Nam GBR
11 1 State Street Bank Ar;c; Trust Co. 0.43 2130600 | Nom ) IISA
12 t Fidellty Funds 0.39 1948 700 USA
13 § Vital Forsikring Asa 0.34 - 1 668 043 NOR
14| Fidelity Blue Chip Growth Fund 0.30 1477 700 UsA
15 | Chinatrust Comm. Bank-Atlianz Gl 0.29 1 446 800 TWN
1:3. ‘éank of New- Yorl:. Brussels Branch o Q.22 1101 (-)-5—8"-“_ e E"L;J“(v
) 17 { Brown Brothers Harriman & Co B .21 1044 400 UsA
18 | Bank Of New York, Brussels Branch 0.19 936400 § Nom GBR
19 | JPMargan Chase Bank Q.18 885 000 UsA
20 | Bear Stearns Securities Corp, - 0.18 870183 Nom UsSA

m Durlng February 2007, Geod Energy investments (GEI) sold their entire shareholding in REC. On February S, 2007, Orkla acquired 61684 035 and 0-Cells
scquired 88 456 T67 shares in REC from GEN, representing approximately 12.48 percant and 17,90 parcent respectively of the totat outstanding shares in
REC. On February 13, 2007 GEI sold thelr remalning 19 661 058 shares in REC, representing approxiimately 3.98 percent, to quatified institutional investors.




SHARE LIQUIDITY
High tiquidity In the REC share is import-

the number of shares by 73 million,

financial calendar, company infor-

o

L

ant for reducing the cost of capital for
our investors, and to further attract
major Norwegian and international

investors,

resulting in gross proceeds to REC
from the offering of NOK 6 914 million.
The share issue was oversubscribed.
and attracted interest from a signifi-
cant amount of investors both inter-

mation and other important data for
the financial markets.

In conjunction with the presentation of
interim reports REC holds a presen-
tation to investors, analyst and press.

In 2006 more than 88 thousand trades
were executed from May 9 to December
31, In the same period the tolal trading
in the REC share was 2779 million
shares. This represents a turnover
velocity of 56 percent. Turnover ve-
lacity is calculatedl as the total number
of shares traced in the period as a per-
centage of total registered number

nationally and in Norway, At the time
of the listing on May 9, 2006, REC ASA
had approximately 22 000 shargholders,
compared with less than 300 share-
holders in the beginning of 2006, REC
did not undertake any slgnificant new
share issuances in 2006 with except-
ion of the IPO described above,

The presentation Is web-casted and it
Is also possible to participate by tele-

phone.

During the year REC has participated in
varicus renewable energy- and PV
conferences as well as organized o
large number of Investor gatherings,
like the Capltal Markets Day in November

2006.

of shares.

CHANGES IN EQUITY

On the annual General Meeting on April
20, 2006, the shares in REC ASA were
split 1:20, bringing the number of out-

standing shares to approximately

million. Subsequently to this, the com-
pany carrled out a major share issue
in connection with its initial public of-
fering {IPO). The share issue increased

REGISTRAR

If you have any guestions regarding your

holding of REC shares, please contact
our registiar in Norway:

DnB NOR VPS5 Service
Registrars Department

INVESTCR RELATIONS ACTIVITIES
REC puts emphasis on transparency and
equal treatment of sharehoiders. REC
puts partlcular emphasis on Inferming
alt investors and analysts with the
same information at the same time,
421 The investor Relations section of REC's
website 1s an important tool, and this
section contains up-to-date informat-
ion on the company's financial perfor-
mance, stock market information,

CONTACT

for turther informaticn about
sinvesting in REC, please use the
contact information below:

Jon André Lakke
Investor Relations Officer

It Is of key importance to the REC man-
agement to increase the number of
analysts following the company. At the
end of the year, the number of ana-
lysts that REC knows are continually
monitoring ils performance totaled 15,
of which 8 &re in Norway. (An updated
list of analysts foilowing the company
can be found under Investor relations
al www.recqroup.com)

FINANCIAL CALENDAR

Date | Event

Presentation of First
27.434.2007 | Quarter 2007

Qrdinary General
14.0% 2007 | Meeting

Stranden 21 Tel: +47 67 Bi 52 65 Presentation of Second
00T Uslo Email rposTE@recgroupLom 0700 | Quarter 2007
Norway e

Tel: +47 22 48 3590
Fax: +47 22 48 1 71

Bjprn R. Berntsen
Sharehotder Services

Jel; +47 67 8152 54

Email: irpost@recgroup.com

Mail address:
PO Box 280
N-1323 Havik
Norway

OHice address:
Veritasvn. 14, Hgvilk

Presentation of Third
260,207 | Quarter 2007

Merenhicr | Capital Markets Day
2007 | 2007

February | Presentation of Fourth
2008 | Quarter 2007
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Total reveriues:

Ly =172 606

- 1270:192 .

© 141060

T 2804
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-101236
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- -1578
~ —46 598 -
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0 3 620 460

L 0 634945
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1133788
667 611

6325024 .

L 874086 .
07 154230
‘0 122036+

.0 3101153
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S -T16037

62 D65

23620403 14 780543

217005 305220
1 785 890 2 498417
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Amounts in NOK G not otheriwise stated).
“benefits? :
1388 898. :
Presldent: and CEQ e

2754515 .,

1021290

J)Allamounts e:clus:ve ol social security tax.:
jiy Comaensahon 10 Geran Bye has been calculat

mployeeS in three equal annual
rogram each LTIP particupant

ovided 'the 'person Is stiil eh-
ment ‘ov a period up to four\ .
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7 wed_eq;fss'bé}cent'federal fax
The calculated deferred ta

h higher effective tax rate on profits in the.

8ffects ot tha convertible loan

SAtdr 2006 was 39 percenl,

104 650,

B357%°




flect 'of ‘costs tor épltal increésé'

ORipanies In the USA-weré approxi-
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. 44025
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. 2005 .
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115 063
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on current assets
Deferred tax asset :
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. from finance receivables .
‘Purchase of equipient x
:-Net cash flow from.investing activitles .-

Rep_aymer_\.t;p:f:\c'u_r_(ent.aan_}pn' urrent loans : -1 83
Jruceeds fram.issyance o1 shires, net of costs paid ©a - ' 6771671 ‘ o 308 874
] j : ; ‘6 B11.053 380318

. 237 116
«.Cash.and cash equivalents at January 1 ' 5936610 5 Y277 611..7h 740495
Cash'and cash equivalerits at- December 314505 Tl ‘6703 274{" . 7 593667 - "277611.
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E OTHER OPERATING.EXPENSES
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2210 the} consolidated_financial




OINTLY-CONTROLLED ENTITY,'ASSOCIATE AND.OTHER INVESTMENTS
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AUDITOR'S REFPORT

KPMG AS Telaphana +47 210921 09
P53, Dox 2000 Myjorstuan Fax +H{72260850
Sorkadahwvesen 8 Intamet  wenv.tpmg.na
#0306 Ogio Emerpcise 935 174 E27MA,

To the Annusl Shorcheklers M{cuna of Rencwable Eecopy Corporallaa ASA

AUDITOR'S REFORT FOR 2006

Respective Responsibillties of Direciors and Auditors
Weo have audited the sanyal financial smeements of Remewsbds Energy Carporation ASA vs of 31 Drevember 2008,
showing 1 profit of TNOK 356 433 fr (3¢ porent company aad 8 prolil of TNOK 438 330 for the group, ncluding the
propassl far ihe allocstlon of the profit. We have ulso audited! the infbrmation ki the Baard of Directonl” repir
coneerning the fnuncint statenwents gd 1o golog concem assumption. Tie mnual Minksdnl statanents compise the
‘paremd compeny's finangial slaments and the proup arcounls. The pareat conpany”s financial stuteawnts coieprlse
the: bulance sheel, the staternents of heame and cosh flows axdt the uecumipsnylng sates, The group 40cOUALE Sunprls
the balanes sheet, the ststcments of kncoms xnd cash fows, the stalement of recognized Income md expense ead the i
pecompanying nates, The rules of the Narwegian ecoaveding act aod good sccowiting pratiics in Nonsay huve been :
sppllied to prepans the parcnt company's insncial ssersent. The nules of o Norwegtun acecunting act and
Internutional Financial Reparting Standardy o8 adopted by (he FU have bren nppliad to prapars [he roup accounls.
These Anancid starenients ead trc Bourd of Directors” report arc the mspunsibility of the Company's Board off
Dhrectors wnd Mansging Directar, Our cosponslbilfty Is i express an opinfan oo fhiese finanetal simtements and an the
uiher inforatioa stenrding 6 the rzqairemants of 1he Norwepln Act on Anditing and Auditors,

Basls of Opinlon .

We conducted owr sudi in serordance with tha Norecglan Acton Auditing and Ardlxes asd good suditing practos in
Nonvay, including slondarty on wuditing adopled by Dea norske Revisorforoning. These andiiing standoeds require that
wo plan asd perform the audic 1o pbutin bl Abont whethicr the finoncial matements wre Tree i’
muieria] misstatemeat, A eudit includes examining. ot A kst basls, cvidunce supparting the amsunts ond disclosures
in the finanelal sialements An qudit who inoludes assassing Use accosnting principlex used nod significant extlmeces
made by nimgentent, as wel| 08 evalusting the overall finumeinl stakemens presentation, Ta the cxtgnt roquled by law
ard good wuditmgs praciled an eudit also comprises a review af the reansgement of the Company's fingrichl afaks sod
its accouing und Intemal conteol systema. We belicve thus our avds provides & reasonuhlo basis for our apinius.

Opluion
{iv our apinlon,

. *  the panat company's fnancia) ore prepared [0 1o¢ with the [ow wid regulations and giwe o trus
wrad Tair view of the financis! position of the panca Company &5 of 11 Decomber 2006, tha resulls of ils uperions
wil ity cosh flows fur flie yenr then ended, I secordance with Lhe Tules of the Norweglan secounting et and pood
sccounting practice in Norway

*  the ;rour ocounts ara prepanyd it seconkince with the kaw and regulations knd give & trus and filr view af the H
finsncial poshlon of the Group os of 31 December 2006, the cesults of ity oprratks, [is cash Nows oad the

statctnent of recognized income ond expenss for tlie year then ended; bn necordunes with the riles of the

Mo ; ypled by the CU

¢ e company®s imenngement has fulfliled its duly Yo provkeo o proper and clearly wet out rogisteatlon

documentation of acsenniing iuformation :

*  the information in the Bourd of Direetors’ repont concerning the financial statements and the guing concern :

assurmpiian ks consistent with the Ginanclal statentents aod camply with the Jaw ond regutations, H

* e proposal bor the allacaion at'the proflt In the anoual fnanclal siatemenls i in complionce with the Jaw ad

e ki,

CuiloyZ) Magch 2007
l)

Gevoll

State Authorized Public Aecountant
Mote: This irnnsiatian frem Korwegicn bas been prepired for fuforuatlen purpases oaty

-1 T
Duis | Heauiwd Serccfnd
Ktidamiard P
iy Larah | s
) Ao Liirbre' bard X
PAG L5 8 e e 1 itm TN rerevk o e geriba ool B LIl ] Tepras h
- L ) o Moaerd Tt rin g
rraten. heerh Taesbvy
Rl iz [y Rases Aloeret

vgﬂ
115

00215

e O R Qe A R o L T i AT L R SR, L R e R T S AR s




ADDRESSES

REC ASA REC Solar Grade Sifcan LLL REC SconWafer AS
Veritasvelen 14 3322 Road "N N.E. Glomfjord plant

PQ Box 280 Moses Lake Brnesvelen 3

NC-13213 Havik WA 98837 NO-B160 Glomfjord
Norway usa Norway

Tek +47 67 B1 52 50
Fax: +47 67 8152 1

REC ScanCell AS

Teknologivelen 4

Tel: 41 509 765 2106
Fax: +1 509 766 9325

REC Advanced Silicon Materials LLC

Tel: +47 757190 00
Fax; +47 75719013

RECSTech AS

@rnesveien 3

119140 Rick Janes Way
PO Box 73 . Sitver Bow, Montana S9750 NO-8160 Glomf|ord
NO-B8501 Narvik USA Norway
Norway Tel: +47 75 T19¢ 90

Tel: +47 76 96 45 Q0
Fax: +47 76 96 45 01

Tel 1 +1 406 496 9898
Fax: +] 206 496 9801

Fax:+47 75 7190 80

Solar Vision (FTY)LTO.
REC ScanModule AB EEEE,EE?YXE'MAS Goud Street 58 [
Hillringsberg 5-670 20 PO Box 280 Leborla 0704
Glava NO-1323 Havlk Polakwane
Sweden Norway South Atrica

Tel: +46 570 75 22 00
Faw+46 5707522 M

REC Silicon Inc.

Tek: +47 &7 B153 70
Fax: +47 67 8152 77

3322 Road "N N.E. 555 EEEﬂWafer AS
m’;;g;ge Tormod Glestlandsvey 31
s NO-3508 Porsgrunn

; Norway

Tel +1 509 765 2106
Fax; +1 509 766 9325

Tel: +47 25 51 60 00
Fax: +47 35 5169 01

Tel +27 15 293 2248
Fax: +2715 203 2249
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RELC SeanCell AS
100%
REC ScanModule AB
100%

Solar Vision [PTY) L
Wo%

fconine

120%
SilcanLLC

RECSI

REC Sclar Grade
REC Acvanced
con Materais LLC
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