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VALUE ADDED CREATION // IN K€ Results from continued operations Value added creation 2008



Value added origin Revenues from continued operations



Value added creation 2007



k€



%



k€



%



900,311



94.7



689,588



92.2



50,075



5.3



57,985



7.8



Result of operations



950,386



100.0



747,573



100.0



Cost of material



44.6



Other revenues



454,060



47.8



333,654



Depreciation and amortization



55,166



5.8



42,054



5.6



Other expenses



99,883



10.5



80,129



10.7



341,277



35.9



291,736



39.0



Value added



Distribution of value added Employees Company (Treasuring)



k€



%



k€



%



90,130



26.4



75,004



25.7 33.5



131,921



38.7



97,615



Shareholders 1)



16,758



4.9



15,641



5.4



Creditors



49,046



14.4



38,449



13.2



53,422



15.7



65,027



22.3



341,277



100.0



291,736



100.0



Q4 2007



Variation (%)



Public authorities Value added 1) 2008 based on the dividend proposal for the AGM 2008 of 15 cents per share
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QUARTERLY COMPARISON OF THE CONSOLIDATED INCOME STATEMENTS // IN k€



Revenue from continued operations Changes in inventories of finished goods Own work capitalized



Q1 2008



Q2 2008



Q3 2008



Q4 2008



167,495



259,597



238,282



234,937



219,539



7.0



7,779



-17,629



7,611



17,399



-16,283



—



0



449



838



6,453



16



40,231.3



9,084



7,518



8,302



11,937



16,921



-29.5



Cost of materials



-87,520



-116,401



-106,076



-144,063



-98,763



45.9



Personnel expenses



-19,879



-22,772



-19,725



-27,754



-20,824



33.3



Amortization and depreciation



-11,957



-13,242



-13,163



-16,804



-13,198



27.3



Other operating expenses



Other operating income



-22,141



-21,857



-25,279



-30,606



-26,529



15.4



Operating result



42,861



75,663



90,790



51,499



60,879



-15.4



Financial result



-13,157



-2,618



-37,904



-18,465



-6,960



165.3



Earnings before taxes on income



29,704



73,045



52,886



33,034



53,919



-38.7



Tax on income



-7,815



-21,260



-16,741



-7,606



-20,278



-62.5



Earnings after taxes from discontinued operations



12,774



658



0



0



770



-100.0



Consolidated net income



34,663



52,443



36,145



25,428



34,411



-26.1
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CORPORATE INDICATORS DEVELOPMENT IN A 5 YEAR PERIOD Results for 2007 and earlier incl. discontinued operations EBITDA (in m€)



Revenues (in m€) 900.3



2008 2007 2006



2007



199.9



2004



Consolidated net income (in m€)



2005



18.1



2004



Capex without investments in ﬁnancial assets (in m€) 271.6



2008 2007



2005



52.6



2004



Employees 1,825



2007 2006



06



691.5 597.3 217.1 124.5



2,120.6



2008 2007



1,486



1,704.5



2006



1,348



2005



759 616



2004



841.1



Total assets (in m€)



2008



2005



Equity (in m€)



2006



31.7



2004



32.9



2007



106.0



2005



179.8 88.6



2008



115.2



2006



202.2



2006



52.0



2004



260.8



2007



130.6



2005



49.4



2008



113.3



2006



108.3



EBIT (in m€)



148.7



2008 2007



221.7



2005



356.0



2004



244.2



2006



515.2



2005



316.0



2008



698.8



2004



1,004.4 446.6 276.3



REVENUES BREAKDOWN BY REGION// IN M€ 1) 1)



Revenues from continued operations



72.7 USA



413.8 Germany



44.7 USA



352.8 Germany



107.9 Asia



11.4 ROW 2008



294.5 Rest of Europe



92.7 Asia



8.9 ROW 2007



190.5 Rest of Europe



SOLARWORLD 2008 DVFA- AND GRI-INDEX • p. 205 //



01



SELECTED CORPORATE INDICATORS // IN k€



Financial indicators



2008



2007



900,311



689,588



30.6



54.0%



48.8%



5.2 %-points



EBITDA



315,979



240,926



31.2



EBIT



260,813



198,872



31.1



29.0%



28.8%



0.1 %-points



698,661



544,721



28.3 0.8 %-points



Revenues from continued operations Share of foreign revenues



EBIT in % of revenues Capital employed (cut-off-date) 1 ROCE



2



Consolidated net income Consolidated net income in % of revenues Total assets Equity Equity ratio Return on equity Cash flow from current business activities Net liquidity
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Investments in intangible assets and in property, plant and equipment



Variation in %



37.3%



36.5%



148,679



113,256



31.3



16.5%



16.4%



0.1 %-points



2,120,622



1,704,466



24.4



841,075



691,546



21.6



39.7%



40.6%



-0.9 %-points



17.7%



16.4%



1.3 %-points



320,463



244,026



31.3



136,560



151,692



-10.0



271,594



115,165



135.8



28.5



Employees indicators 1,825



1,420



Thereof trainees (cut-off date)



83



66



25.8



Personnel costs ratio



9.8



11.2



-1.4 %-points



Revenues per capita (in k€)



493



486



1.6



EBIT per capita (in k€)



143



140



2.0



Employees (cut-off date)



1) intangible assets and property, plant and equipment less accrued investment grants plus net current assets less short-term net liquidity 2) EBIT/Capital employed 3) liquid funds and other financial assets less financial liabilities
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DISTRIBUTION OF VALUE ADDED // IN k€ 90,130



53,422 Public authorities



Employees



Public authorities



49,046



38,449



Creditors



Creditors



16,758



131,921



Shareholders1)



Company (Treasuring)



2008



1) 2008 based on the dividend proposal for the AGM 2008 of 15 cents per share



75,004



65,027



Employees



15,641



97,615



Shareholders



2007



Company (Treasuring)



BUILD A SOLARWORLD Our vision The objective of SolarWorld AG is the worldwide establishment of a reliable, environmentally friendly and safe energy supply. Solar energy is the key to resource and climate protection; it contributes to the avoidance of military conﬂ icts through growing independence from fossil resources. We are working on making solar power generation competitive in all markets as quickly as possible and at making the decentralized use of solar energy possible for all people, thus gaining an opportunity for sustainable development.



BE INDEPENDENT BE SUSTAINABLE BE SUCCESSFUL This consolidated Annual Group Report contains a sustainability report based on the framework of the Global Reporting Initiative (GRI). Since we view sustainability as an integral part of our business activity the main aspects are dealt with in the management report (see for example Internal Targets Achieved and Targets Set for 2008/2009+). You will find detailed information in the section on “Sustainability in Fiscal Year 2008”. Cross references from this attachment to appropriate sections of the management report will give you a comprehensive overview of our achievements in the area of sustainability.



004 033 048 154 202 240 249



SUN AT WORK TO OUR SHAREHOLDERS GROUP MANAGEMENT REPORT CONSOLIDATED FINANCIAL STATEMENTS SUSTAINABILITY IN FISCAL YEAR 2008 PRODUCTS SERVICE



You will find an extensive table of contents on the pages separating the chapters.



BE INDEPENDENT, BE SUSTAINABLE, BE SUCCESSFUL SolarWorld is economically successful. This will be demonstrated to you in the present group annual report for fiscal year 2008. But we do not just want to present to you hard facts and figures. Rather, we want to show you where we work and who we work for: the regions, the projects and the people that live with power from the sun to enjoy independence, sustainability and success.



We embarked on a journey: We went there to where our projects are: to China, to Germany, to the Vatican, to South Africa, to Spain and to the USA. And we caught the sun everywhere we went. It gives us its energy – at every spot on earth: clean, safe, inexhaustible and fair. Sun At Work!



CHINA • YUNNAN
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INDEPENDENT THROUGH THE SUN: Distant provinces in China get access to electrical energy thanks to off-grid solar systems.



007



CHINA • YUNNAN
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LIGHT FOR YUNNAN: The electricity generated by solar modules is primarily used to supply power to private households.



BE INDEPENDENT: OFF-GRID IN CHINESE PROVINCES time. SolarWorld has equipped the villages with solar power plants producing a total output of 1.2 Megawatt of electricity for about 7,300 households. Off-grid, i.e. independently of the national power grid, these plants now bring people a certain measure of independence.



THE PROJECT: In the huts of Shaping, a village in the Chinese province of Yunnan, it never really gets light even during the day. So far there were only weak oil lamps for lighting. The villages are small, only a few huts, the nearest town is often 50 kilometers away: a one-day trip because there are no paved roads on which you could drive a car. Fast contact to the outside world, for example when a medical doctor was needed, has so far



been hardly possible. Admittedly, there are functioning mobile radio networks but people had no power to recharge their mobile phone batteries, to operate their radios or their TV sets. No power for refrigerators with which to keep their food or their medical supplies cool. Now some 29,000 people in a total of 142 villages in the thinly populated Chinese provinces of Xinjiang, Qinghai and Yunnan have access to electricity for the first



EVERYDAY LIFE IN SHAPING: The villagers maintain and service the solar plant under their own responsibility.



RELIABLE: 80W modules form the basis of the solar plants supplied and installed by SolarWorld. They work largely maintenance-free and – like here in Shaping – supply energy to some 40 households each.



THE POTENTIAL: DEVELOPMENT IN OFF-GRID REGIONS



HUGE POTENTIAL: NUMBER OF PEOPLE IN OFF-GRID REGIONS



OPPORTUNITIES • p. 147



GROWING DEMAND: POWER DEMAND DEVELOPMENT IN CHINA



(ENERGY OUTLOOK // ENERGY INFORMATION ADMINISTRATION) SOURCE: EIA, 2009



(FORECAST 2010) SOURCE: EIA, 2009 // BASE 2006: 2,529 TWH //



1.6 BILLION 2,783 TWh



GERMANY • MÜNSTERLAND
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SUCCESSFUL THROUGH THE SUN: Self-generated solar power produces good returns – not only in Münsterland.



011



GERMANY • MÜNSTERLAND
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ELECTRICITY FROM THE FARMER: More and more households in Germany feed self-generated solar power into the public grid.



BE SUCCESSFUL: SAVINGS BANKS ON GERMAN ROOFS THE PROJECT: Top yields in their fields – that is something farmers in the German Münsterland are often unable to influence as they depend too much on climatic conditions like rain or wind. A safe yield, however, is produced by the generation of solar power. This is



a powerful argument especially now, at times that are economically difficult – for farmers as much as for the private home owner! More and more of them therefore decide in favor of a savings bank on their own roof: a solar power system by SolarWorld. With this they



THE FUTURE: The sun works for reliable returns – for example in Germany where the law on renewable energies guarantees a ﬁxed feed-in compensation for 20 years.



THE POTENTIAL: CLEAN AND PROFITABLE – SOLAR POWER GENERATION LEGAL AND ECONOMIC FACTORS OF INFLUENCE • p. 54



STRONG GROWTH: NEWLY INSTALLED SOLAR POWER CAPACITY IN GEMANY IN 2008 SOURCE: BSW, 2009 // PRIOR YEAR: 1,135 MW



BIGGEST MARKET: CUMULATED SOLAR POWER CAPACITY IN GERMANY (STATUS 2008) SOURCE: IEA-PVPS,2008 / BSW, 2009 // PRIOR YEAR: 3.9 GW



can generate clean and climate-friendly electricity and at the same time they get a guaranteed return via the law on renewable energies. This is truly an investment that pays for itself very quickly and provides stable returns, for 20 years.



SECURE: More and more people invest in a solar generating plant on their own roof.



1,500 MW 5.4 GW



VATICAN • PIAZZA SAN PIETRO
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SUSTAINABLE THROUGH THE SUN: Solar energy reduces the emission of greenhouse gases – an important contribution to a healthy climate in big cities.
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VATICAN • PIAZZA SAN PIETRO
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ELECTRICITY FOR SAINT PETER’S BASILICA: A 220 kWp solar power station has been supplying the Vatican with clean energy since the fall of 2008.



BE SUSTAINABLE: SYMBOL FOR THE PRESERVATION OF CREATION THE PROJECT: A symbol for the preservation of creation that is visible from far and wide was created by SolarWorld in December of 2008 together with the Vatican. 2,394 solar modules on the roof of the papal audience hall have since been generating electricity: some 300,000 kilowatt hours per year. This



would be enough to supply energy to some 100 households – a somewhat small plant in comparison with others but a great symbol. Hundreds of thousands of pilgrims visit the Vatican every year taking back into their respective home countries the vision of preserving our creation. Already in 2002



our CEO Frank H. Asback had handed over a solar cell to the then Pope John Paul II as a gift. The complete solar plant was received by his successor, Pope Benedict XVI. For this exemplary project the Vatican was awarded the European Solar Prize in 2008.



SOME 2,400 SOLAR MODULES generate electricity on the roof of the papal audience hall – up to 300,000 kilowatt hours per year. As a result some 204,000 kilograms of CO2 emissions can be avoided.



THE POTENTIAL: SOLAR POWER: ECOLOGICAL AND ECONOMICAL LARGE-SCALE PLANTS • p. 86



CLEAN ENERGY: YEARLY SAVED CO2 EMISSIONS BY SOLAR POWER SYSTEMS (FORECAST 2010) SOURCE: EPIA, 2008



GROWING MARKET: NEWLY INSTALLED SOLAR POWER CAPACITY IN ITALY (FORECAST 2010) SOURCE: SARASIN, 2008// STATUS 2008: 142 MW



-17MT 730 MW



AFRICA • SOUTH AFRICA
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INDEPENDENT THROUGH THE SUN: Power from off-grid plants is the key to independent and sustainable development in Africa.



019



AFRICA • SOUTH AFRICA



020



FUTURE NEEDS ENERGY: Some 30 per cent of the South African population is younger than 15 years – their chance is education.



BE INDEPENDENT: BASIS FOR SUSTAINABLE DEVELOPMENT CREATED children who learn. In the meantime many parents and relatives registered for evening classes at the school. So when the sun has long since gone down the electricity gained from its energy is still working for the benefit of these people. Thanks to solar power and electrical lighting they can now do their studies irrespective of the time of day.



THE PROJECT: The power generated by the off-grid solar plants of SolarWorld in the school near the South African city of Port Elisabeth is the basis for further projects. 1.6 billion people worldwide have no access to the power grid and are thus deprived of opportunities for a fair and sustainable development. This also holds true for the South African



province of Transkei. Some 30 per cent of the inhabitants are younger than 15 years so education is the only chance for the future. The non-governmental organization SELF (Solar Electric Light Fund) supports the educational work by installing solar plants at the schools. In this context SolarWorld supplies the right modules. And it is not only the



FUTURE: Electrical energy creates the basis for many educational projects.



INDEPENDENT: The pupils perform the maintenance on »their« plant under their own steam. That gives self-conﬁdence also for other tasks.



THE POTENTIAL: ENERGY CREATES THE BASIS FOR DEVELOPMENT SUSTAINABILITY ANNEX / STRATEGY AND MANAGEMENT • p. 210



HUGE ENERGY SOURCE: SOLAR IRRADIATION IN SOUTH AFRICA (PER M P.A.) 2



SOURCE: SOLARWORLD // GERMAN IRRADIATION: 900 KWH



SHORT ENERGY PAY-BACK: PAY-BACK FOR THE ELECTRICITY USED DURING MODULE PRODUCTION (FOR SOUTH AFRICA) SOURCE: UNIVERSITY PETTEN (2002), UNIVERSITY HEIDELBERG (2003), SOLARWORLD



2,075KWH ÀÊÊU Freiberg, Germany 100%



Go!Sun GmbH und Co. KGÊUÊ œ˜˜]ÊiÀ“>˜Þ



35%



RGS Development BV UÊ*iÌÌi˜]ÊÌ…iÊ iÌ…iÀ�>˜`Ã



100%



iÕÌÃV…iÊ i��Ê“LÊU Freiberg, Germany



100%



-œ�>ÀÊ>VÌœÀÞÊ“LÊU Freiberg, Germany



100%



SolarWorld Industries America Inc. (vormals SolarWorld Properties Inc.)ÊU Hillsboro, USA 100% 1%



-œ�>À7œÀ�`Ê˜`ÕÃÌÀˆiÃÊ iÕÌÃV…>˜`Ê“LÊU Bonn, Germany 99%



-œ�>À7œÀ�`Ê˜`ÕÃÌÀˆiÃÊ“iÀˆV>Ê*ÊU Camarillo, USA



21,26%



78,74%



-œ�>À7œÀ�`Ê˜`ÕÃÌÀˆiÃÊ-iÀÛˆViÃÊ ÊU Camarillo, USA



100%



-œ�>À7œÀ�`Ê >�ˆvœÀ˜ˆ>Ê ÊU Camarillo, USA



100%



-œ�>À7œÀ�`Ê˜`ÕÃÌÀˆiÃÊ“iÀˆV>Ê ÊU Camarillo, USA



100%



-Õ˜ˆVœ˜ÊÊU Freiberg, Germany (incl. Business unit: SolarMaterial)



100%



SolarWorld Innovations GmbH U Freiberg, Germany



100%



SolarWorld Asia Pacific PTE Ltd. U Singapore, Singapore



100%



SolarWorld Ibérica S.L.ÊU Madrid, Spain



100%



-œ�>À7œÀ�`ÊvÀˆV>Ê*ÌÞ°®ÊÌ`°ÊU Cape Town, South Africa



35%



B��ˆÛ>ÀiÊ*…œÌœ6œ�Ì>ˆVÊ Ê*6®ÊU Gällivare, Sweden



49%



œˆ˜ÌÊ-œ�>ÀÊ-ˆ�ˆVœ˜Ê6iÀÜ>�ÌÕ˜}ÃÊ“LÊU Freiberg, Germany (Joint Venture with Evonik Degussa GmbH)



50%



-V…iÕÌi˜Ê-œ�>À7œÀ�`Ê-œ�ˆVˆÕ“Ê“LÊU Freiberg, Germany (Joint Venture with Scheuten Solarholding BV)



29%



-œ�>À«>ÀVÊÊU Bonn, Germany



50%



-œ�>À7œÀ�`ÊœÀi>ÊÌ`°ÊU Seoul, South Korea



50%



-œ�>À«>ÀŽÊ° ÊÌ`ÊU Seoul, South Korea
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GROUP-WIDE NOMINAL YEAR-END CAPACITY // EXPANSION 2009+ in MW



À7œÀ�`ÊÊUÊBonn, Germany



100%



iÕÌÃV…iÊ-œ�>ÀÊÊU ÀiˆLiÀ}]ÊiÀ“>˜ÞÊˆ˜V�° ÕÃˆ˜iÃÃÊ1˜ˆÌ\Ê-œ�>À>ÌiÀˆ>�® 100%



Go!Sun GmbH & Co. KGÊUÊ œ˜˜]ÊiÀ“>˜Þ



35%



RGS Development BV UÊ*iÌÌi˜]ÊÌ…iÊ iÌ…iÀ�>˜`Ã 1)



100%



iÕÌÃV…iÊ i��Ê“LÊU Freiberg, Germany



100%



-œ�>ÀÊ>VÌœÀÞÊ“LÊU Freiberg, Germany



100%



-œ�>À7œÀ�`Ê˜`ÕÃÌÀˆiÃÊ iÕÌÃV…>˜`Ê“LÊUÊ œ˜˜]ÊiÀ“>˜Þ 100%



-œ�>À7œÀ�`Ê˜`ÕÃÌÀˆiÃÊ-V…>�ŽiÊ“LÊˆ°Ê°ÊUÊ œ˜˜]ÊiÀ“>˜Þ



100%



-*6Ê-œ�>ÀÊ*Àœ�iŽÌiÊ6iÀÜ>�ÌÕ˜}Ã}iÃi��ÃV…>vÌÊ“LÊU Õ˜ˆV…]ÊiÀ“>˜Þ



100%



-œ�>À>˜�>}i˜ÊˆÌÌ�iÀiÃÊ,ˆiÃÊ“LÊEÊ œ°ÊÊU Õ˜ˆV…]ÊiÀ“>˜Þ



100%



-œ�>À>˜�>}i˜Ê �ˆiÃÀ>˜ÃL>V…Ê“LÊEÊ œ°ÊÊU Õ˜ˆV…]ÊiÀ“>˜Þ



100%



-œ�>À>˜�>}i˜Ê-ˆ˜â…iˆ“Ê“LÊEÊ œ°ÊÊU Õ˜ˆV…]ÊiÀ“>˜Þ



100%



-œ�>À>˜�>}i˜Ê>�}iÀÃ`œÀvÊ“LÊEÊ œ°ÊÊU Õ˜ˆV…]ÊiÀ“>˜Þ



99%



-œ�>À7œÀ�`Ê˜`ÕÃÌÀˆiÃÊ“iÀˆV>Ê*ÊU Camarillo, USA 78,74%



100%



-œ�>À7œÀ�`Ê˜`ÕÃÌÀˆiÃÊ-iÀÛˆViÃÊ˜V°ÊU Camarillo, USA



-œ�>À7œÀ�`Ê*Àœ«iÀÌˆiÃÊ˜V°ÊUÊˆ��ÃLœÀœ]Ê1- 100%



-œ�>À7œÀ�`Ê˜`ÕÃÌÀˆiÃÊ“iÀˆV>Ê ÊU Camarillo, USA



100%



-œ�>À7œÀ�`Ê >�ˆvœÀ˜ˆ>Ê˜V°ÊU Camarillo, USA



1% 21,26%



-œ�>À7œÀ�`Ê˜`ÕÃÌÀˆiÃÊ“iÀˆV>Ê*ÊU Camarillo, USA -œ�>À7œÀ�`Ê˜`ÕÃÌÀˆiÃÊ-iÀÛˆViÃÊ˜V°ÊU Camarillo, USA



100%



-Õ˜ˆVœ˜ÊÊU Freiberg, Germany



100%



SolarWorld Innovations GmbH U Freiberg, Germany



100%



SolarWorld Asia Pacific PTE Ltd. U Singapore, Singapore



100%



SolarWorld Ibérica S.L.ÊU >`Àˆ`]Ê-«>ˆ˜



100%



-œ�>À7œÀ�`ÊvÀˆV>Ê*ÌÞ°®ÊÌ`°ÊUÊ >«iÊ/œÜ˜]Ê-œÕÌ…ÊvÀˆV>



35%



B��ˆÛ>ÀiÊ*…œÌœ6œ�Ì>ˆVÊ Ê*6®ÊU Gällivare, -Üi`i˜ 1)



49%



œˆ˜ÌÊ-œ�>ÀÊ-ˆ�ˆVœ˜Ê6iÀÜ>�ÌÕ˜}ÃÊ“LÊU ÀiˆLiÀ}]ÊiÀ“>˜ÞÊœˆ˜ÌÊ6i˜ÌÕÀiÊÜˆÌ…Ê Ûœ˜ˆŽÊ i}ÕÃÃ>Ê“L® 1)



50%



-V…iÕÌi˜Ê-œ�>À7œÀ�`Ê-œ�ˆVˆÕ“Ê“LÊU ÀiˆLiÀ}]ÊiÀ“>˜ÞÊœˆ˜ÌÊ6i˜ÌÕÀiÊÜˆÌ…Ê-V…iÕÌi˜Ê-œ�>À…œ�`ˆ˜}Ê 6® 1)



29%



-œ�>À«>ÀVÊÊU œ˜˜]ÊiÀ“>˜Þ 1)



50%



-œ�>À7œÀ�`ÊœÀi>ÊÌ`°ÊU -iœÕ�]Ê-œÕÌ…ÊœÀi> 1) 1) Consolidated at equity
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5. SUBSTANTIAL JUDGEMENTS, ESTIMATIONS AND ASSUMPTIONS OF MANAGEMENT In the scope of preparing the consolidated financial statements in consideration of IFRS, some items require that judgements, estimations and assumptions are made which affect recognition and measurement of assets and liabilities on the balance sheet or the amount and presentation of revenue and expenses on the group’s income statement as well as the statement of contingent assets and liabilities. The uncertainty of these assumptions and estimations might make for results leading to significant adjustments of the carrying amount of the respective assets or liabilities in future periods. The following substantial judgements were made when applying the Group’s accounting principles in 2008: In 2008, solarworld Group concluded supply and purchase agreements that are – from an economic point of view – to be considered toll manufacturing and were therefore accounted for accordingly. Customer advances and prepayments particularly include those in connection with long-term sale contracts regarding silicon wafers and long-term purchase agreements regarding elemental silicon. According to the agreements concluded, these advances and prepayments are non-interest-bearing. Due to the fact that from an economic standpoint these agreements contain a financing component, an implicit or matched maturity interest rate is compounded. The most significant assumptions and estimations concern the evaluation of the potential need for a goodwill impairment, the usability of deferred tax assets, the uniform group specifications regarding the economic useful lives of property, plant and equipment, the measurement of financial instruments as well as the recognition and measurement of provisions. These assumptions and estimations are based on premises that are, in turn, based on the respective state of knowledge currently available. Assumptions regarding expected business development particularly include as a basis the circumstances in existence at the time of preparation of the consolidated financial statements and the future development of the global and sector-specific environment as is deemed realistic at the time. The Group’s impairment tests regarding goodwill are based on calculations using the discounted cash flow method. The cash flows are derived from the finance plan of the next five years whereas restructuring measures the Group has not yet pledged to undertake as well as future expansion investments that are not yet being implemented and will increase the earning power of the tested cash generating unit are not included. The recoverable amount greatly depends on the discount rate used in the scope of the discounted cash flow method as well as on the expected future cash inflows and the growth rate used for extrapolation. Details on the basic assumptions for determining the recoverable amount for the cash-generating unit are described in item 7 below. Deferred tax assets are recognized for any unused tax loss carryforward to the extent to that it is probable that taxable income will be available in order to actually utilize the loss carryforward. When determining the amount of deferred tax assets suitable for capitalization, substantial management assumptions and estimations are necessary with respect to the expected time of occurrence and the amount of the future taxable income as well as future tax planning strategies. Further details can be found in item 32. To the extent to that the fair value of financial assets and liabilities recognized on the balance sheet cannot be determined by way of active market data, it is determined in application of measurement procedures including the discounted cash flow method. If possible, the factors included in the model are based on observable market data. Should this be impossible, determination of the fair values is – to some extent – a decision based on judgement. Judgements concern parameters like liquidity risk, credit risk and volatility. Any change in the assumption of these factors could have an effect on the recognized fair value of the financial instruments. For further details, we refer to item 46. Expenses from post-employment defined benefit plans and the present value of pension obligations are determined on the basis of actuarial computations. The actuarial measurement is carried out on the basis of assumptions regarding discount rates, future increases in wages and salaries, mortality and future increase in pensions. All assumptions are subject to evaluation at each balance sheet date. When determining the appropriate discount rate, management keeps to the interest rates of corporate bonds with AAA or AA ratings. The mortality rate is based on publicly accessible mortality tables. Future increases in wages, salaries and pensions are based on expected future inflation rates. Further details regarding the applied assumptions can be found in item 52. With respect to the exact specification of assumptions made in connection with the determination of further provisions, we refer to the respective disclosures in items 20 and 52.
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ACCOUNTING POLICIES 6. CHANGES IN DISCLOSURE The consolidated income statement shows an additional separate item “other financial result” within the scope of the financial result. This additional item contains the net result from financial assets designated as at fair value through profit or loss as well as those classified as held for trading. In the prior year, this result was included in the item interest and similar income. On the balance sheet, the deferred items that were individually shown on the prior year’s balance sheet are now included in “IV. Other receivables and assets” and “V. Other current liabilities”.



7. INTANGIBLE ASSETS Purchased intangible assets are recognized at cost and – with the exception of goodwill – are subject to regular straightline amortization, their useful lives ranging between 4 and 15 years. Expenses on research incurred upon generation of intangible assets are immediately recognized as an expense. The same applies as regards development expenses because research and development are iteratively linked and reliable severability therefore does not exist. Sustained impairments are taken into account by extraordinary amortization. Goodwill – including that from capital consolidation – is subjected to an annual impairment test in accordance with IFRS 3 and IAS 36 and 38. As in prior years, the impairment test per December 31, 2008 again showed that goodwill recognized is not impaired. For the purpose of the impairment tests, the goodwill’s carrying amounts were assigned to the respective cash generating unit (CGU) “wafer-production”. Prior to and, for lack of devaluation, also after the impairment test, the carrying amount of the goodwill assigned to the CGU “wafer production” amounted or amounts to k€ 29,587 (prior year: k€ 29,587). Recoverable amounts were assessed as fair value less cost to sell. Determination was carried out via discounted cash flow procedures. Cash flow forecasts based on the most up-to-date planning approved by management were used for determining the recoverable amount. The forecasts, in turn, were based on the basic assumptions stated below. Basic assumptions are those that, if subjected to change, make for the highest level of sensitivity as regards the recoverable amount of the CGU. With regard to the CGU “wafer production”, the forecasts are based on the following basic assumptions: Prices for raw materials (silicon) decreasing in the short and medium term; basis of this assumption are the long-term contracts concluded with silicon manufacturers. Increase of sales volume to at least 1,000 MW in 2011; basis of this assumption is the current expansion of capacities at the German and US locations as well as the market expectations and supply contracts already in existence. Annual decrease of the sales’ market prices in a high one-digit percentage range; basis of this assumption are relevant third party market surveys. Cash flow forecasts for the CGU “wafer production” were derived from the company’s detailed budgeting for a five-year period. For the period beyond that, an extrapolation was performed on the basis of the last detailed forecast year. In doing so, a growth rate of 2.5% (prior year: 3%) was assumed in accordance with growth expectations for solarworld ag from long-term external surveys. For determining the recoverable amount, the future cash ﬂows of the CGU “wafer production” were discounted using a risk adequate discounting rate after taxes of some 9.4 % (prior year: 9.3%). External analysts of solarworld ag corroborate this interest rate.
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8. PROPERTY, PLANT AND EQUIPMENT Property, plant and equipment are measured at cost less regular physical depreciation. Cost comprises all individual expenses directly attributable to the manufacturing process as well as appropriate proportions of the necessary cost of materials and manufacturing overhead. In addition, cost includes depreciation caused by manufacturing and the manufacturing-related pro-rata costs for company retirement beneﬁt plans as well as the voluntary social benefits of the company. Administration costs are considered to the extent to which they can be attributed to manufacturing. Cost also includes – in addition to the purchase price after reduction of discounts, rebates and cash discounts – all directly attributable costs incurred to bring the asset to a location and condition necessary for it to be capable of operating in the manner intended by management. Borrowing expenses are not capitalized. With regard to own work capitalized in this connection, we refer to item 24. Useful lives between 15 and 45 years are used as a basis for buildings while buildings and fixtures on leasehold land are depreciated in accordance with the terms of the respective lease agreements or a lesser useful life. Technical equipment and machinery is predominantly assessed with useful lives of up to 10 years. Factory and office equipment is depreciated over a period of 3 to 5 years if subjected to a common level of wear and tear. Leased property, plant and equipment subject to economic ownership, i.e. cases in which the lessee basically carries all risks and rewards connected with the leased object, are, in accordance with IAS 17, recognized at market value to the extent to which the present value of the lease payments does not turn out to be lower. Depreciation expenses and useful lives equal those of comparable acquired assets. In accordance with IAS 36, intangible assets and property, plant and equipment are subject to extraordinary depreciation per balance sheet date if impairment is indicated and if the then performed impairment test shows that the recoverable amount of the asset fell below the carrying amount. Irrespective of such indications, an impairment test is performed annually as regards assets assigned to a goodwill-bearing CGU. Insofar, we refer to item 7 above. No indications for impairment of the other essential assets arose in the course of the business year.



9. INVESTMENTS MEASURED AT EQUITY Investments in other companies accounted for using the equity method are recognized on the balance sheet at cost in consideration of changes that occurred after the acquisition date regarding the Group’s participation in the investee’s equity, of the hidden reserves and burdens recognized at acquisition as well as of the unrealized proportionate intercompany results from transactions to the investee. The goodwill connected with the investment is included in the carrying amount of the investment and is subject to neither regular amortization nor separate impairment tests. The consolidated income statement contains the Group’s share in the profit or loss of the investee, the effects of the development of the disclosed hidden reserves and burdens included. This concerns profit allocable to the investor and, thus, profit after tax and minority interests in the investee’s subsidiaries. The Group recognizes any changes recognized directly in the investee’s equity to the extent of its share and, if applicable, shows this in the scope of the change in equity statement. Unrealized intercompany results from transactions of the investee to the Group are eliminated in accordance with the latter’s share in the investee. The financial statements of the associate companies are prepared as per the same balance sheet date as those of the parent. To the extent to which it is necessary, adjustments are made to conform the associates’ accounting policies to those of the investor. After application of the equity method, the Group determines whether it is necessary to recognize any additional impairment loss with respect to the Group’s investment. As per each balance sheet date, the Group determines whether there is any evidence indicating that the share in an associate could be impaired. If this is the case, the difference between the recoverable amount of the share in the associate and the carrying amount of the share is recognized in profit or loss.



10. INVENTORIES Inventories include raw materials and supplies, work in process and finished goods, merchandise and prepayments for inventories. Purchased inventories are recognized at acquisition cost that, depending on the type of inventory, is determined either on the basis of average costs or in accordance with the first-in-first-out (FiFo) method. Inventories of the Group’s own making are recognized at production cost. In addition to the individual costs, cost includes adequate proportions of the necessary cost of materials and manufacturing overhead based on regular capacity utilization of the production facilities. Cost also includes depreciation caused by manufacturing which can be directly allocated to the manufacturing process and, to the extent to that they are manufacturing-related, pro-rata
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expenses for company retirement benefit plans and voluntary social benefits. Administration costs are taken into account to the extent to that they concern manufacturing. Borrowing costs are not taken into account. Measurement per balance sheet date occurs at the respective lower amount of cost on the one hand side and net realizable value on the other. The latter is the estimated sales proceed of the final good realizable in the normal course of business less estimated costs until completion of the good as well as estimated necessary distribution costs. Finished goods and merchandise are disclosed as one line item on the balance sheet due to the prevailing manufacturing circumstances in both company and industry. Some of the prepayments recognized in inventories were paid in US dollar. Measurement was carried out at historic rate as per payment date because the prepayments are no monetary items in accordance with IAS 21.16. Though these prepayments are stipulated to be non-interest bearing, the circumstances, however, imply that the respective agreements contain a financing component, and therefore an implicit or matched maturity interest rate is compounded.



11. TRADE RECEIVABLES Trade receivables are accounted for at nominal value. Should doubts exist with regard to the collectability of the debt, the receivables are recognized at lower realizable value. In part, allowances are made using a contra account. Receivables stated in foreign currencies are accounted for at an average rate of bid rate and asked price per balance sheet date. The decision whether an allowance is made via contra account or by directly reducing the carrying amount depends on the probability of the expected loss. Receivables from construction contracts were accounted for in accordance with the percentage-of-completion-method as set forth by IAS 11. We refer to our statements in item 22 (revenue and expense recognition).



12. OTHER RECEIVABLES AND ASSETS As a basic principle, other receivables and assets are accounted for at nominal value. Identiﬁable individual risks and general credit risks are taken into consideration by making corresponding value adjustments.



13. OTHER FINANCIAL ASSETS Other ﬁnancial assets mainly include securities. These are categorized either as ﬁnancial assets “measured at fair value through proﬁt or loss”, “held-to-maturity investments”, “ﬁnancial assets available for sale” or “loans and receivables”. Upon initial recognition, they are measured at fair value plus transaction costs. This does not, however, apply to ﬁnancial assets categorized as “measured at fair value through proﬁt or loss” as these are initially recognized at fair value devoid of transaction costs. As per balance sheet date, no securities categorized as “held-to-maturity investments” exist. Securities are “measured at fair value through proﬁt or loss” if they are either designated as such or “held for trading”. Securities are categorized as “held for trading” if they were acquired with the intention to sell them in the short term. They are designated as “at fair value through proﬁt or loss” if they are part of a portfolio that is evaluated and managed on the basis of fair values. Acquisition and sale of securities take place with regard to revenue-optimized liquidity management and are, for the most part, centrally managed by solarworld ag. Financial assets “at fair value through proﬁt or loss” are recognized at fair value. Each proﬁt or loss resulting from measurement is recognized with effect on income. The recognized net gain or loss also includes possible dividends and interest of the ﬁnancial asset. Securities categorized as “financial assets available for sale” are recognized at fair value. Any profit or loss resulting from the measurement is recognized in the scope of the IAS 39 reserve, thereby not affecting profit or loss. As a general rule, fair values recognized correspond with the market prices of the financial assets. Should these figures be unavailable, they are calculated in application of measurement methods based on discounted cash flow analyses and observable current market parameters. If corresponding market parameters are unavailable, fair values are estimated in consideration of indicative evaluations and other information available.
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Securities categorized as “loans and receivables” are measured in accordance with the effective interest method at amortized cost less possible impairments. In consideration of IFRIC 14 and IAS 19, solarworld ag capitalized liability insurances in other financial assets. These insurances serve as insolvency insurance with regard to early retirement obligations. Recognition is based on the insurance company’s statements regarding the asset value and conducted in the amount in that the insurance value exceeds the amount of the early retirement obligations (plan asset surplus).



14. LIQUID FUNDS Liquid funds include cash and cash equivalents in the form of cash accounts held and current investments made with banks that fall due within three months when acquired. They are categorized as “loans and receivables” and measured at amortized cost less possible impairments in accordance with the effective interest method.



15. ASSETS AND LIABILITIES OF ASSETS HELD FOR SALE AND DISCONTINUED OPERATIONS Individual noncurrent assets, asset groups or assets of discontinued operations are recognized as “assets held for sale” if their carrying amounts are largely realized via sales transactions as opposed to via continued usage and if, additionally, they meet the criteria set forth in IFRS 5. Regular depreciation or amortization on these assets ceases. Impairments are only recognized if the fair value less costs to sell is lower than the carrying amount. Any impairment previously recognized needs to be reversed if the fair value less costs to sell is increased later on. The addition is limited to the impairments previously recognized for the respective assets. The item “liabilities of assets held for sale” includes liabilities that are part of a discontinued operation. Expenses and income from discontinued operations as well as gains and losses from their measurement at fair value less costs to sell are disclosed as result of discontinued operations on the face of the income statement. Gains and losses from the sale of discontinued operations are also recognized in this line item.



16. FINANCIAL LIABILITIES At first-time recognition, ﬁnancial liabilities are measured at fair value. The transaction costs directly attributable to the acquisition are also recognized with regard to all liabilities that are, subsequently, not measured at fair value through proﬁt or loss. Trade liabilities and other original ﬁnancial liabilities are measured at amortized cost in accordance with the effective interest method. Upon first-time recognition, financial guarantees issued by the Group are recognized at fair value less transaction costs directly connected with issuing the guarantee. Subsequently, the liability is measured at the best estimate of the expenses required for meeting the current obligation per balance sheet date or at the higher recognized amount less accumulated amortization.



17. DERIVATIVE FINANCIAL INSTRUMENTS AND HEDGING Financial derivatives not included in an effective hedging relationship in terms of IAS 39 are categorized as “held for trading” and are, thus, measured at fair value through proﬁt or loss. solarworld Group utilizes derivatives for hedging interest rate risks and changes in foreign currency exchange rates resulting from operating activities, financial transactions and investments. Upon first-time recognition and subsequent measurement, derivatives are measured at fair value. The recognized fair values of derivative financial instruments for which there is an active market correspond with the market price. Derivatives for which no active market exists are measured in application of accepted measurement models on the basis of discounted cash ﬂow analyses and by reverting to current market parameters. solarworld Group applies hedge accounting in accordance with IAS 39 for cash flow hedges. The decisive factor for recognition of changes in fair value – recognition on the balance sheet through proﬁt or loss or recognition in equity not affecting proﬁt and loss – is whether or not the derivative is included in an effective hedging relationship in accordance with IAS 39. If hedge accounting is not applied, changes of the derivatives’ fair values are immediately recognized through proﬁt or loss. If, however, an effective hedge relationship in terms of IAS 39 exists, the hedging relation as such is accounted for.
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At inception of the hedging relation, the relation between hedged item and hedging instrument is documented including risk management objectives. In addition, both at inception and in the course of the hedge, documentation is carried out continuously as to whether the designated hedging instrument is highly effective with regard to compensation of cash ﬂow changes in the hedged item. The effective part of the change in fair value of a derivative or a non-derivative ﬁnancial instrument designated as a hedging instrument is recognized in equity. Proﬁt or loss falling upon the ineffective part is immediately recognized through proﬁt or loss in either “other operating income” or “other operating expenses”. Amounts recognized in equity are transferred to the income statement in that period in which the hedged item becomes effective through profit or loss. Recognition on the income statement occurs within the same item in which the hedged item is recognized. If, however, a hedged forecast transaction leads to the recognition of a non-financial asset or a non-financial liability, the profits and losses previously recognized in equity are derecognized and taken into consideration at initial determination of cost of the asset or liability. Hedge accounting is discontinued if the hedging relationship is revoked, the hedging instrument expires or is sold, terminated or exercised or is no longer appropriate for hedging purposes. All profits or losses recognized in equity at this time remain in equity and are only accounted for through profit or loss once the forecast transaction is also recognized on the income statement. If the transaction is no longer expected to occur, the entire profit recognized in equity is immediately transferred to recognition on the income statement.



18. ACCRUED INVESTMENT GRANTS Investment grants accounted for are accrued in application of IAS 20 and released to income over the course of the useful lives of the respective assets. Thus, the item is allocated to the periods of useful lives of the subsidized property, plant and equipment, and gradually increases future business years’ pre-tax income. This increase in income occurs alongside amortization and depreciation expenses of corresponding amounts, which are, therefore, neutralized upon balancing. In addition, tax effects will arise whereas income-increasing reversals of the accrued investment grants occur income tax exempt to the extent to which they result from tax-exempt investment grants. Income from investment tax credits also falls into the application of IAS 20. Claims for tax credits are recognized if there is reasonable assurance that the material requirements for receipt are met and they are granted. The claims are measured at present value.



19. RETIREMENT BENEFITS Group retirement benefits predominantly occur via defined contribution plans. The company pays contributions into a state or private pension fund on the basis of statutory or contractual obligations or on a voluntary basis and, once the contributions are paid, has no further benefit obligations. The annual contributions are recognized as personnel expenses. A defined benefit plan exists in one case. Pension provisions are measured in accordance with the actuarial projected unit credit method as required by IAS 19 for defined benefit plans. Actuarial profits and losses are recognized as income or expense if the net cumulative unrecognized actuarial gains and losses at the end of the previous reporting period exceed 10 % of the present value of the defined benefit obligation at that date. The interest proportion included in the pension expenses is recognized in the ﬁnancial result.



20. OTHER PROVISIONS Other provisions are recognized to the extent to which an obligation to third parties exists that will probably make for a future outﬂow of resources and a reliable estimate can be made of the amount of the obligation. Provisions are measured at the best estimate of the extent of the obligation. Provisions for obligations that will probably not make for an outﬂow of resources in the year following the reporting year are recognized at present value of the expected outﬂow of resources. If a provision cannot be set up because some criteria is not met but the possibility of an outflow of resources embodying economic benefits is all but remote, the respective obligations are recognized as contingent liabilities.



21. OTHER LIABILITIES Accrued liabilities included in the balance sheet item “other liabilities” are recognized for services and goods received that do not yet meet the requirements for payment. With regard to these liabilities, future outﬂow of resources is, on the merits, certain and is merely subject to minor uncertainties as regards the amount. Measurement is conducted at best estimate of the expenditure required.
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A proportion of the customer advances recognized in other liabilities is denominated in US dollar. As the customer advances are no monetary items in terms of IAS 21.16, they were recognized at historic exchange rates valid at the date of collection. Though these customer advances are stipulated to be non-interest bearing, the circumstances, however, imply that the respective long-term agreements contain a financing component, and therefore a compounding was conducted at matched maturity or implicit interest rate.



22. REVENUE AND EXPENSE RECOGNITION Revenue from the sale of goods or products is recognized at the time the signiﬁcant risks and rewards are transferred if – as commonly true – the other requirements (no continued involvement, reliable estimation of the amount of revenue and probability of inﬂow) are also met. Revenue from project business is recognized in accordance with the percentage of completion method set forth by IAS 11. Under this method, a pro-rata proﬁt realization is recognized by reference to the state of completion if the assessment of the state of completion, total costs and total revenue of the respective contract can be reliably estimated in terms of IAS 11. The state of completion is assessed in accordance with the cost-to-cost method pursuant to IAS 11.30a. If the stated requirements are met, the overall contract revenue is recognized on a pro-rata basis in compliance with the state of completion. Contract expenses include the costs directly attributable to the contract and a proportion of overhead. Borrowing expenses are not recognized. Grants related to expenses are recognized on an accrual basis through proﬁt corresponding to the occurence of the respective expenses. Operating expenses are recognized when goods and services are received or at the time of their occurrence respectively. Provisions for warranties are set up upon realization of the corresponding revenue. Interest income and expenses are recognized on an accrual basis.
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COMMENTS ON THE INDIVIDUAL ITEMS OF THE INCOME STATEMENT 23. REVENUE Revenue and its allocation to the business segments and regions can be taken from segment reporting (item 36) in these consolidated notes. Consolidated revenue consist of the following products and services: in k€



2008



2007



653,882



489,147



Project proceeds



11,187



31,388



Cells



32,178



26,844



203,064



142,209



900,311



689,588



Module- and assembly kit sales (group and third party manufacturing)



Wafers



Project proceeds basically result from the construction of major solar plants. As per balance sheet date, project proceeds include ﬁnalized and invoiced projects as well as projects in process whose revenue is accrued in accordance with the percentage of completion method as stated in IAS 11. Per balance sheet date, this revenue amounts to k€ 2,944 (prior year: k€ 3,549).



24. OWN WORK CAPITALIZED For one, own work capitalized concerns the construction of photovoltaic plants operated by the Group companies Go!sun gmbh & co. kg and solar factory gmbh. The item also concerns costs of own work directly attributable to bringing new production facilities to the condition necessary for them to be capable of operating.



25. OTHER OPERATING INCOME in k€



2008



2007



Foreign currency gains



10,718



4,116



Reversal of accrued investment grants



10,210



8,009



Income from other grants related to expenses



6,608



27,615



Income from other trade



2,366



2,034



Earnings from grants related to research and development



2,353



3,678



Reversal of provisions



348



495



Gain from asset disposals



138



4,046



4,100



7,260



36,841



57,253



Other operating income



Income from other grants related to expenses results from an agreement of solarworld industries deutschland gmbh (swid) and shell group according to which SWID was awarded grants for expenses from anticipated under-utilization, necessary restructuring measures and the purchase of silicon. The research and development grants received are subject to a number of requirements. In accordance with today’s knowledge, we will be able to meet all of these requirements. Thus, repayment obligations are not expected to arise. Foreign currency gains primarily consist of gains from exchange rate movements in between the time of origin and payment of foreign currency receivables and liabilities and foreign currency gains from measurement at closing rate. Respective foreign currency losses are recognized in other operating expenses.
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26. COST OF MATERIALS in k€ Cost of raw materials, supplies and merchandise Cost of purchased services



2008



2007



395,540



316,184



58,520



17,470



454,060



333,654



27. PERSONNEL EXPENSES 2008



2007



Wages and salaries



in k€



74,814



60,947



Social securities and pensions



15,316



14,057



90,130



75,004



28. AMORTIZATION AND DEPRECIATION The composition of amortization and depreciation can be taken from the ﬁxed assets movement schedule. Of the additions to accumulated amortization and depreciation recognized in the ﬁxed assets movement schedule in an amount of k€ 55,166 (prior year: k€ 42,807), amortization and depreciation of discontinued operations make for k€ 0 (prior year: k€ 753).



29. OTHER OPERATING EXPENSES 2008



2007



External staff



in k€



14,900



12,648



Maintenance expenses



13,683



14,277



Foreign currency losses



13,165



6,354



Marketing costs and travel expenses



9,629



5,720



Selling expenses



8,549



5,415



Expenses from additions to other provisions



4,162



3,697



Rent and lease expenses



4,041



3,624



Legal fees, consultancy and audit expenses



4,032



3,956



Insurances



3,945



3,749



Expenses from additions to warranty provision



2,936



1,349



Data processing expenses



2,317



1,302



Research and development costs (third parties)



2,180



2,870



Allowances for receivables and uncollectible receivables



1,024



604



460



2,602



Losses from the disposal of assets Other operating expenses



14,860



11,962



99,883



80,129



30. RESEARCH AND DEVELOPMENT COSTS Research and development costs of solarworld Group made for a total amount of k€ 13,024 (prior year: k€ 10,802), the largest part of which results from personnel expenses.



SOLARWORLD 2008 • CONSOLIDATED FINANCIAL STATEMENTS • NOTES



173



31. FINANCIAL RESULT a) Income from investments measured at equity in k€



2008



Income from investments measured at equity



1,376



673



-9,988



-2,503



-8,612



-1,830



Expenses from investments measured at equity



2007



b) Interest and similar income 2008



2007



Interest income



24,491



11,548



Other financial income



16,947



9,033



41,438



20,581



in k€



Income from interest includes interest from interest-bearing securities, ﬁxed term deposits and other bank balances categorized as “loans and receivables” or “financial assets available for sale”.



c) Interest and similar expenses 2008



2007



Interest expenses



38,250



33,154



Other financial expenses



10,796



5,295



49,046



38,449



in k€



Interest expenses exclusively consist of interest payable for ﬁnancial liabilities categorized as “measured at amortized cost”. They result from bank loans, from financial instruments issued by solarworld ag and from interest-bearing liabilities of solarworld Group towards its employees in the scope of an internal plan with regard to a profit-oriented employee compensation.



d) Other financial result in k€



2008



2007



-56,221



-5,895



297



2,631



-55,924



-3,264



Net gains and losses from financial assets designated as at fair value through profit or loss assets held for trading



The net gains and losses of the category “designated at fair value through profit or loss” are attributable to changes in credit risks in amount of approximately m€ -30 (prior year: m€ 0). Derivatives being part of a hedging relationship are not taken into account when it comes to the presentation of net gains and losses. Derivatives that are not accounted for as hedging instruments are included in the measurement category “financial assets and financial liabilities held for trading”.
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32. TAXES ON INCOME The following chart shows the composition of recognized tax expenses devoid of discontinued operations: in k€ Actual domestic tax expenses (+) Actual foreign tax expenses (+)



2008



2007



56,079



63,798



759



380



56,838



64,178



5,038



10,765



Deferred foreign tax income (-)



-8,454



-9,916



Total deferred tax expenses (+) / income (-)



-3,416



849



Total recognized tax expenses (+)



53,422



65,027



Total actual tax expenses (+)



Deferred domestic tax expenses (+)



Taxes paid or owed on income in the individual countries and deferred taxes are recognized as taxes on income. Deferred taxes are determined with regard to temporary differences between the amounts of assets and liabilities as stated on the IFRS and tax balance sheet, consolidation entries and realizable tax loss carryforwards. Calculation is based on the tax rates to be expected in the individual countries per realization date. The tax rates are based on the statutory regulations effective or passed per balance sheet date. Deferred taxes are only recognized for tax loss carryforwards if their utilisation is sufﬁciently probable in the medium term (within the next five years). No deferred taxes were recognized with regard to tax loss carryforwards at solarworld industries america lp originating from a time prior to its acquisition by solarworld ag, as it is assumed that these cannot be utilized by solarworld ag. For the rest, all deferred tax assets on existing tax loss carryforwards are regarded utilizable because sufﬁcient positive future results can be expected on the basis of continuously updated plans and the Group’s strategic alignment. As in the prior year, no impairments were made with regard to deferred tax assets. The following chart shows unbalanced and balanced deferred tax assets and liabilities with regard to accounting differences in the different balance sheet items as well as with regard to tax loss carryforwards: Deferred tax assets



Deferred tax liabilities



in k€



2008



2007



2008



2007



Intangible assets / property, plant and equipment



1,655



27



15,919



12,890



Current assets



5,531



3,953



8,549



3,809



Accrued investment grants



1,890



1,656



0



0



Other noncurrent liabilities



3,750



3,998



6,007



3,754



Current liabilities



1,227



598



56



0



19,967



14,020



0



0



34,020



24,252



30,531



20,453



Tax loss carryforwards



Offsetting



-6,947



-5,434



-6,947



-5,434



Recognized deferred taxes



27,073



18,818



23,584



15,019



Deferred tax assets and liabilities are set off if they concern the same tax authority and the same tax subject.
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In connection with hedge accounting as well as in connection with the accounting for financial assets available for sale, deferred tax assets of k€ 282 (prior year: k€ 673) and deferred tax liabilities of k€ 4,508 (prior year: k€ 2,268) resulting in neither proﬁt nor loss were recognized in equity at balance sheet date. The substantial differences between nominal and effective tax rates in the course of the business year and the prior year with regard to continued operations are illustrated below: in k€ Income before taxes Expected income tax rate (incl. trade tax) Expected income tax expenses (+) Tax rate changes



2008



2007



188,669



175,910



30.0



40.0



56,601



70,364



0



-3,617



Deviating domestic and foreign tax burden



-2,280



-775



Tax reductions due to tax exempt gains



-5,227



-1,244



Taxes from other non-deductible expenses Current taxes relating to other periods Other tax deviations Recognized income tax expenses (+) Effective income tax rate



1,850



102



-371



-291



2,849



488



53,422



65,027



28.3



37.0



With effect from 2008 on, due to the Corporation Tax Reform Act 2008 solarworld ag calculates with an income tax rate of 30%.



33. SUBSTANTIAL EXPENSES AND INCOME RELATING TO OTHER PERIODS As in the prior year, substantial expenses and income relating to other periods did not exist in the reporting year 2008.



34. INCOME AFTER TAXES FROM DISCONTINUED OPERATIONS In late 2007, solarworld ag concluded an agreement regarding the sale of 65 % of the shares in its subsidiary gällivare photovoltaic ab, which was executed in January 2008. The components of the result from discontinued operations separately recognized on the income statement are shown below. 2008



2007



Revenue



in k€



0



9,230



Other income



0



1,367



0



10,597



0



-7,291



Expenses and changes in inventory Profit from disposal of discontinued operations



13,686



0



Income before tax



13,686



3,306



Allocable income tax expenses Result from discontinued operations after tax



-254



-933



13,432



2,373



The disclosures of the prior year concern income and expenses after expense and income consolidation entries. Cash flows attributable to discontinued operations are presented in item 59.
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35. EARNINGS PER SHARE Earnings per share are calculated as ratio of the consolidated net income and the weighted average of the number of shares in circulation during the business year. The key figure “diluted earnings per share” was not applicable as option rights or conversion privileges are not outstanding.



36. SEGMENT REPORTING a) Business segments The business segments constitute the primary format for the Group’s segment reporting. In 2008 as in the prior year, solarworld Group operated in four vertically integrated business sectors on a worldwide scale: Manufacturing of silicon wafers (wafer production and sale), Manufacturing of solar cells (cell production), Manufacturing of solar modules (module production), Solar module trade (trade). Inter-segment sales and revenue are carried out in compliance with the arm’s length principle. Administration services as well as the exertion of holding functions are, in part, charged by way of cost allocations. Segment assets and segment liabilities shown below are initially disclosed including intragroup receivables and liabilities and then reconciled to the Group’s consolidated values. Segment revenue and results illustrated below exclusively concern continued operations. Revenue and result from discontinued operations soley concern the segment “module”. We refer to item 34.
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INFORMATION ON BUSINESS SEGMENTS FOR THE BUSINESS YEAR 2008 // IN M€



177



Wafer



Cell



Module



Trade



203



32



0



665



Eliminiation Consolidated



Revenue External revenue Inter-segment revenue



253



327



455



2



-1,037



Total revenue



456



359



455



667



-1,037



900



123



64



35



52



-2



272



Result Segment result Unallocated gains



1



Unallocated expenses



-12



Operating result (EBIT)



261



Financial result



-72



Taxes on income



-54



Result for the period



135



Other disclosures Assets Segment assets



816



190



116



479



-426



Unallocated assets



1,175 945



Consolidated assets



2,120



Liabilities Segment liabilities



285



92



51



108



-421



115



Unallocated liabilities



1,164



Consolidated liabilities



1,279



Intangible assets and property, plant and equipment Investments



172



67



16



2



257



Unallocated investments



15



Consolidated investments



272



Regular amortization and depreciation



32



16



6



1



55
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INFORMATION ON BUSINESS SEGMENTS FOR THE BUSINESS YEAR 2007 // IN M€ Wafer



Cell



Module



Trade



142



27



0



521



Elimination Consolidated



Revenue External revenue Inter-segment revenue



259



264



319



3



-845



Total revenue



401



291



319



524



-845



690



83



45



27



39



4



198



Result Segment result Unallocated gains



4



Unallocated expenses



-3



Operating result (EBIT)



199



Financial result



-23



Taxes on income



-65



Result for the period



111



Other disclosures Assets Segment assets



542



145



81



237



-169



Unallocated assets



836 868



Consolidated assets



1,704



Liabilities Segment liabilities



282



35



25



91



Unallocated liabilities



-155



278 734



Consolidated liabilities



1,012



Intangible assets and property, plant and equipment Investments



71



29



13



2



115



Regular amortization and depreciation



23



14



4



1



42
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b) Geographical segments Geographical segments constitute the secondary segment reporting format. The following chart illustrates the allocation of consolidated revenue in accordance with regional sales markets irrespective of the goods’ place of production. The carrying amounts of the segment assets as well as the investments in property, plant and equipment and intangible assets are recognized in accordance with the location of the assets.



GEOGRAPHICAL SEGMENTS BUSINESS YEAR 2008 // IN M€



Germany



Sales



Assets



Investments



414



1,760



117



Rest of Europe



294



9



0



Asia



108



8



0



USA



73



341



155



Others



11



2



0



900



2,120



272



Total



GEOGRAPHICAL SEGMENTS BUSINESS YEAR 2007 // IN M€ Sales



Assets



Investments



Germany



353



1,539



52



Rest of Europe



190



12



0



Asia



93



18



0



USA



45



133



63



Others Total



9



2



0



690



1,704



115
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COMMENTS ON THE BALANCE SHEET 37. DEVELOPMENT OF INTANGIBLE ASSETS AND PROPERTY, PLANT AND EQUIPMENT Composition and development of intangible assets and property, plant and equipment can be taken from the following chart:



FIXED ASSETS MOVEMENT SCHEDULE// IN K€ Cost As per Jan 1, 2008



Reclassification



Addition



Disposal



1. Concessions, industrial property and similar rights and assets, and licenses in such rights and assets



10,219



152



1,869



77



2. Goodwill



34,882



0



0



335



0



-133



249



0



45,101



19



2,118



412



I. Intangible assets



3. Prepayments



II. Property, plant and equipment 1. Land and buildings



122,190



441



15,846



2,407



2. Technical equipment and machinery



306,943



16,861



106,898



17,736



3. Other equipment, factory and office equipment



14,453



-1,544



4,523



217



4. Construction in progress and prepayments



33,753



-15,777



142,208



22



477,339



-19



269,475



20,382



522,440



0



271,593



20,794



Cost As per Jan 1, 2007



Reclassification



Addition



Disposal



8,976



641



1,564



875



37,018



0



0



2,136



45,994



641



1,564



3,011



80,951



105



45,124



966



280,631



11,978



28,750



11,422



I. Intangible assets 1. Concessions, industrial property and similar rights and assets, and licenses in such rights and assets 2. Goodwill



II. Property, plant and equipment 1. Land and buildings 2. Technical equipment and machinery 3. Other equipment, factory and office equipment 4. Construction in progress and prepayments



9,341



3,241



3,130



975



12,800



-15,965



39,780



1,420



383,723



-641



116,784



14,783



429,717



0



118,348



17,794



Amortization and depreciation



Carrying amounts



Currency difference



As per Dec 31, 2008



As per Jan 1, 2008



Reclassification



Addition



Disposal



Currency difference



As per Dec 31, 2008



As per Dec 31, 2008



As per prior year



104



12,267



7,131



0



1,012



73



39



8,109



4,158



3,088 29,587



0



34,547



5,295



0



0



335



0



4,960



29,587



0



116



0



0



0



0



0



0



116



0



104



46,930



12,426



0



1,012



408



39



13,069



33,861



32,675



2,933



139,003



16,598



-1,762



8,257



2,259



204



21,038



117,965



105,592



4,905



417,871



103,100



3,253



43,570



16,024



470



134,369



283,502



203,843



200



17,415



8,039



-1,491



2,327



75



85



8,885



8,530



6,414



5,247



165,409



0



0



0



0



0



0



165,409



33,753



13,285



739,698



127,737



0



54,154



18,358



759



164,292



575,406



349,602



13,389



786,628



140,163



0



55,166



18,766



798



177,361



609,267



382,277



Amortization and depreciation



Carrying amounts



Currency difference



As per Dec 31, 2007



As per Jan 1, 2007



Reclassification



Addition



Disposal



Currency difference



As per Dec 31, 2007



As per Dec 31, 2007



As per prior year



-87



10,219



6,201



496



1,096



608



-54



7,131



3,088



2,775



0



34,882



5,295



-31



31



0



0



5,295



29,587



31,723



-87



45,101



11,496



465



1,127



608



-54



12,426



32,675



34,498



-3,024



122,190



9,537



37



7,452



179



-249



16,598



105,592



71,414



-2,994



306,943



79,613



-2,985



31,604



4,603



-529



103,100



203,843



201,018



-284



14,453



3,927



2,483



2,624



790



-205



8,039



6,414



5,414



-1,442



33,753



0



0



0



0



0



0



33,753



12,800



-7,744



477,339



93,077



-465



41,680



5,572



-983



127,737



349,602



290,646



-7,831



522,440



104,573



0



42,807



6,180



-1,037



140,163



382,277



325,144
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38. INTANGIBLE ASSETS Goodwill recognized in intangible assets results from the acquisition of deutsche solar ag in 2000. The goodwill is attributed to the Cash Generating Unit (CGU) ”wafer-production“.



39. PROPERTY, PLANT AND EQUIPMENT As per balance sheet date, leased property, plant and equipment to be capitalized did not exist.



40. INVESTMENTS MEASURED AT EQUITY in k€



Dec 31, 2008



Dec 31, 2007



11,166



6,346



Solarparc AG



8,285



12,757 0



Joint Solar Silicon Verwaltungs GmbH



SolarWorld Korea Ltd.



4,683



Gällivare PhotoVoltaic AB



4,564



0



RGS Development BV



1,261



2,193



Scheuten SolarWorld Solicium GmbH



585



334



30,544



21,630



The investment in the listed solarparc ag is held via solarworld ag and concerns a 29 % share in assets, result and voting rights. Aside from regenerative power generation, the company’s operations include management, project planning, conceptual design and marketing of solar parks and wind power plants. An impairment of the at equity value in an amount of k€ 4,051 became necessary due to decreased stock market valuation. solarworld ag’s proﬁt share amounted to k€ 18 (prior year: k€ 545) in the reporting year. Attributable equity amounted to k€ 7,262 (prior year: k€ 7,522). The fair value of the investment in solarparc ag derived from its stock market price amounted to k€ 8,285 (prior year: k€ 16,229) at balance sheet date. The investment in joint solar silicon verwaltungs gmbh (jssi gmbh) is held via solarworld ag and concerns a 49 % share in the assets and result. In 2008, jssi gmbh has taken over the business acitivities of Joint Solar Silicon GmbH & Co. KG (JSSI KG) by way of upstream merger. In prior year, the only function of jssi gmbh has been the one of the partner with unlimited liability. Therefore, prior year figures refer to JSSI KG. jssi gmbh’s purpose is the joint development of solar silicon production with Evonik Degussa GmbH, which holds the remaining shares. solarworld ag’s share in the loss amounted to k€ 1,175 (prior year: k€ 1,208). Attributable equity amounted to k€ 11,166 (prior year: k€ 5,783). The investment in rgs development b.v. is held by deutsche solar ag. The interest concerns a 35 % share in the assets and result. The company’s purpose is the joint development of a new process for producing silicon wafers for use in solar cells. There are two further Dutch shareholders, holding 35 % and 30 %. deutsche solar ag’s share in the loss for the year amounted to k€ 991 (prior year: k€ 1,078). Attributable equity amounted to k€ 546 (prior year: k€ 1,986). solarworld ag holds the investment in scheuten solarworld solicium gmbh, which concerns a 50 % share in the assets and result. The company’s purpose is the joint development of a process for processing metallurgical silicon to high purity solar silicon. solarworld ag’s share in the loss amounted to k€ 157 (prior year: k€ 216). Attributable equity amounted to k€ 335 (prior year: k€ -8). The investment in gällivare photovoltaic ab is held by solarworld ag. After selling 65 % of the shares in January 2008, solarworld ag holds a mere 35 % per December 31, 2008 and therefore has a 35 % share in the investee’s assets and results. The company operates a module plant. solarworld ag’s share in the profit for the year amounted to k€ 1,376 (prior year: k€ 0). Attributable equity amounted to k€ 3,613 (prior year: k€ 0). The investment in solarworld korea ltd. is held by solarworld ag and concerns a 50 % share in the assets and result. The company also operates a module plant. solarworld ag’s share in the loss amounted to k€ 721 (prior year: k€ 0). Attributable equity amounted to k€ 5,204 (prior year: k€ 0).
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The investments in joint solar silicon verwaltungs gmbh, rgs development b.v., scheuten solarworld solicium gmbh and solarworld korea ltd. are jointly controlled entities in terms of IAS 31 as all significant decisions regarding business and finance policy can only be made in unison. We refer to item 61 as regards the disclosures on related parties. The following chart includes summarized financial information regarding the investments measured at equity: in k€



Dec 31, 2008



Dec 31, 2007



Attributable assets



62,663



31,791



Attributable liabilities



35,300



16,493



Attributable revenue



27,011



10,314



Attributable profit or loss for the year



-4,562



-1,959



41. DEFERRED TAX ASSETS Deferred tax assets are calculated in accordance with IAS 12 (Income Taxes). Impairments on deferred tax assets have not been required. The development of deferred tax assets is included in the comments on tax expenses.



42. INVENTORIES in k€



Dec 31, 2008



Dec 31, 2007



Raw materials and supplies



56,521



33,693



Work in process



39,156



45,663



Finished goods and merchandise



50,220



24,084



377,869



246,613



523,766



350,053



Prepayments



Finished goods of the Group in terms of the aforestated itemization only concern photovoltaic modules and wafers at deutsche solar ag. Of the prepayments, a partial amount of k€ 333.972 (prior year: k€ 233.271) will not be due to be set off with raw material supplies for more than 12 months after balance sheet date.



43. TRADE RECEIVABLES in k€ Trade receivables Receivables from construction contracts



Dec 31, 2008



Dec 31, 2007



66,860



106,509



4,359



6,413



71,219



112,922
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The following chart illustrates the aging structure of the receivables: in k€



Dec 31, 2008



Dec 31, 2007



60,431



88,525



up to 30 days



6,528



14,624



between 31 and 60 days



2,034



4,372



between 61 and 90 days



234



97



1,230



4,222



737



1,006



3



73



Neither past due nor impaired Past due but not impaired



between 91 and 180 days between 181 and 360 days exceeding 360 days Impaired



22



3



71,219



112,922



We did not identify any indications requiring valuation allowances for those trade receivables not impaired. Approximately half of the receivables included in the cluster ”between 91 and 180 days“ were paid in the course of preparation of the ﬁnancial statements. Those receivables included in the cluster ”between 181 and 360 days“ concern security deposits in connection with completed major projects. Valuation allowances developed as follows: in k€



Dec 31, 2008



Dec 31, 2007



As per Jan 1



629



225



Utilization



-47



-24



Net additions/reversals



739



428



Currency difference



-82



0



1,239



629



As per Dec 31



44. INCOME TAX RECEIVABLES Tax receivables concern refund claims for corporation and trade tax paid or corresponding foreign taxes due to excessive prepayments and necessary changes to the tax assessment of previous business years.
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45. OTHER RECEIVABLES AND ASSETS in k€



Dec 31, 2008



Dec 31, 2007



VAT receivables



5,808



951



Residual receivable sale Gällivare PhotoVoltaic AB



5,775



0



Tax credit claims



4,822



0



Deferred items



1,869



1,410



Electricity tax refund



1,699



1,165



Suppliers with debit balances



267



126



Others



924



1,347



21,164



4,999



Financial assets included in other receivables and assets are not significantly past due. The residual receivable from the sale of gällivare photovoltaic ab was settled within the period of preparation of the financial statements.



46. OTHER FINANCIAL ASSETS Accrued interest receivables, fixed-term deposits and securities in the form of investment funds, assignable loans and certificates are recognized in this item. They fall upon the following asset categories: in k€



Dec 31, 2008



Dec 31, 2007



Money market and similar investments



89,638



102,657



Debt securities and similar investments



303,569



409,766



0



14,026



Derivative financial instruments of which in a hedging relationship: k€ 6,924 (prior year: k€ 411)



6,924



411



Other financial assets



4,283



2,135



404,414



528,995



Real estate funds



Money market and similar investments include shares in an investment fund (Oppenheim ABS Fund) that are categorized as financial assets designated as at fair value through profit or loss. Payment of the return price and its calculation and publication was temporarily suspended per balance sheet date and until the time of preparation of the financial statements. Until the end of the preparation of the financial statments, an active market did also not exist for most of the securities included in the fund’s portfolio. In addition, no valid market data was available for measuring the fund shares in application of the discounted cash flow method. Thus, starting point for determining the fair value of the fund shares was an indicative value determined by the fund management company while this indicative value, in turn, was derived from indicative measurements of the portfolio’s individual securities. For validating this value, alternative computations were carried out on the basis of discounted cash flow procedures in application of market data from different sources. Likewise, development of the fund management company’s indicative value after the balance sheet date was assessed. In consideration of these analyses, fund shares were measured at k€ 23,238 (prior year: k€ 55,027) per balance sheet date. This amount equals a valuation ranging 13 % below the one that would result in application of the fund management company’s indicative value. Moreover, solarworld ag’s securities portfolio contains an assignable loan of an international business bank with a nominal value of m€ 32.5. The security is categorized as financial asset designated as at fair value through profit or loss. In the meantime, the debtor filed for insolvency due to the international financial crisis. On the basis of an actual purchase proposal, the security was recognized at k€ 1,300 (prior year: k€ 30,250) per balance sheet date. For the rest and as regards the investment strategy, measurement and risks, we refer to our comments on financial instruments in items 5, 13 and 58. Other financial assets include accrued interest receivable as well as liability insurances in an amount of k€ 1,051 the latter being recognized in compliance with IFRIC 14 and IAS 19.
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47. LIQUID FUNDS Liquid funds almost entirely concern bank balances. As per balance sheet date, these were invested in – mostly short-term – fixed term deposits and day-to-day money at different banks.



48. ASSETS AND LIABILITIES OF ASSETS HELD FOR SALE in k€



2008



2007



Noncurrent assets of discontinued operations



0



2,964



Current assets of discontinued operations



0



8,106



Assets of discontinued operations



0



11,070



Property, plant and equipment held for sale



572



660



Assets held for sale



572



11,730



1,714



Noncurrent liabilities of discontinued operations



0



Current liabilities of discontinued operations



0



1,556



Liabilities of assets held for sale



0



3,270



The prior year’s assets and liabilities of discontinued operations concern the assets and liabilities of gällivare photovoltaic ab. In this regard, we also refer to our comments in item 34. The disclosures concern assets and liabilities after elimination of intercompany accounts. Property, plant and equipment held for sale concern several facilities that are no longer employed in the manufacturing or research process and are scheduled for sale in the short run. Impairments and losses of k€ 1,332 were recognized with regard to assets held for sale. These mainly result from research facilities of the Munich research location, which was shut down in the course of the reporting year. The remaining amount equals the expected net realizable value and results from market observations with regard to used machinery of this kind. Impairments and losses are recognized in other operating expenses.



49. EQUITY Subscribed capital Per balance sheet date, the capital stock amounts to m€ 111.72 (prior year: m€ 111.72) and exclusively comprises common stock, a total of 11,720,000 non-par bearer shares. The shareholders’ meeting of May 24, 2007 decided an increase in capital stock from m€ 55.86 to m€ 111.72 from company resources. The capital increase was entered in the commercial register on June 22, 2007. Authorized capital The shareholders’ meeting of May 25, 2005 authorized the Executive Board to increase – upon approval of the Supervisory Board – the capital stock by a total of € 2,100,000.00 until December 31, 2009. After partial utilization of the authorization granted by the shareholders’ meeting of May 25, 2005 in the scope of a capital increase in 2006, the remaining approved capital amounts to € 1,510,000.00. At the shareholders’ meeting of May 24, 2006, the Executive Board was authorized to increase – upon approval of the Supervisory Board – the capital stock by a total of € 5,472,500.00 until December 31, 2010. At the shareholders’ meeting of May 24, 2007, the Executive Board was authorized to increase – upon approval of the Supervisory Board – the capital stock by a total of € 20,947,500.00 until December 31, 2011. At the shareholders’ meeting of May 21, 2008, the Executive Board was authorized to increase – upon approval of the Supervisory Board – the capital stock by a total of € 27,930,000.00 until December 31, 2012.
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Conditional Capital solarworld ag does not have any conditional capital. Own shares By resolution of the shareholders’ meeting of May 21, 2008, the Executive Board was authorized to purchase own shares. In accordance with § 71 para. 1 No. 8 AktG, the authorization is subject to a fixed-term and expires per 12 midnight of November 21, 2009, and is limited to an extent of up to 10 % of the capital stock. The earlier authorization for acquisition of own shares, granted by resolution of the shareholders’ meeting of May 24, 2007, was revoked as of the new authorization taking effect. Other reserves Exchange reserve The exchange reserve includes differences arising from currency translation in the course of translating financial statements of foreign subsidiaries. IAS 39 reserve An amount of k€ 9,148 of the reserve are gains and losses from hedging relations that were classified as highly effective in the scope of cash flow hedges. Also included is an amount of k€ 286 resulting from the change in fair value of assets available for sale. With regard to deferred taxes set off against the IAS 39 reserve, we refer to item 32. Dividend suggestion The Executive Board suggests the distribution of a dividend of € 0.15 per share for the reporting year 2008. The payment of this dividend depends on the approval of the shareholders’ meeting in May 2009 and will, if approved by the shareholders, amount to some m€ 16.8.



50. NONCURRENT AND CURRENT FINANCIAL LIABILITIES in k€



Dec 31, 2008



Dec 31, 2007



Issued promissory note loans



407,888



421,137



Issued senior notes (US-Private Placement)



126,045



118,678



Bank loans



153,401



82,017



Bonds



9,042



9,286



Derivative financial instruments of which in a hedging relationship: k€ 1,100 (prior year: k€ 9,707)



2,407



9,707



760



340



699,543



641,165



Others



Bank loans are hedged by customary chattel mortgages of property, plant and equipment and inventories as well as by land charge creation in an amount of m€ 24,3 (prior year: m€ 35,2) that are the respective group companies’ responsibility. Other financial liabilities contain an amount of k€ 42 for a financial guarantee issued by solarworld ag.
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51. ACCRUED INVESTMENT GRANTS The item includes accrued investment subsidies and investment grants as well as accrued tax credits, even to the extent to which they are to be reversed in the course of the following year because they exclusively concern property, plant and equipment. The investment subsidies and investment grants are subject to a number of requirements. Based on today’s knowledge, all of those requirements will be met. Thus, repayment obligations are not expected to arise.



52. NONCURRENT AND CURRENT PROVISIONS As per Jan 1, 2008



Utilization



Reversal



Addition



Warranties



9,628



1,273



83



3,136



76



11,484



Pensions



7,823



267



0



356



0



7,912



Building restoration obligations



4,899



73



184



171



233



5,046



0



0



0



1,378



0



1,378



in k€



Pending losses from onerous contracts Other provisions



Currency As per difference Dec 31, 2008



524



99



81



2,797



-3



3,138



22,874



1,712



348



7,838



306



28,958



The provision for warranties is set up for specific individual risks, for the general risk of being called upon in accordance to statutory warranty regulations and performance guarantees granted with regard to photovoltaic modules sold. The provision for the risk of being called upon for performance guarantees is set up in an amount of .25 % of all of solarworld Group’s module revenue. Due to the noncurrent nature of the provision (performance guarantees are granted for a period of 25 years), it is subject to compounding at matched maturity interest rate. The provision for building restoration obligations concerns tenant ﬁxtures that have to be removed by solarworld Group after expiration of the lease term. Due to the noncurrent nature of the provision, it is subject to compounding at matched maturity interest rate. Other provisions include provisions for risks of litigation in an amount of k€ 2,555 (prior year: k€ 0), which concern possible claims from pending legal disputes. Provisions for pending losses from onerous contracts include expected losses from rental and service agreements.



PENSION PROVISIONS Pension provisions include promises of retirement benefits to employees of the Group on the basis of direct compensation. The pension claims earned depend on the amount of pay at the time of retirement. The following measurement parameters were uniformly used as a basis for calculating the DBO (defined benefit obligation):



in %



Dec 31, 2008



Dec 31, 2007



Discount rate



5.5



5.4



Future salary increase



2.5



2.5



Future pension increase



2.0



2.0



The Heubeck standard tables RT 2005 G were used with regard to mortality and invalidity.
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Reconciliation of the DBO with the balance sheet is illustrated below: in k€ Present value of funded obligations Unrecognized actuarial gains (+) Pension provision



Dec 31, 2008



Dec 31, 2007



7,407



7,419



505



404



7,912



7,823



The following chart illustrates the DBO’s development: in k€



2008



2007



Extent of obligation per Jan 1



7,419



8,200



401



349



Interest cost Current service cost Benefits paid Curtailments New actuarial gains (-) Extent of obligation per Dec 31



35



82



-267



-357



-48



0



-133



-855



7,407



7,419



Unrecognized actuarial gains (+) and losses (-) are the result of: 2008



2007



As per Jan 1



in k€



404



-451



Additions



133



855



Curtailments



-32



0



As per Dec 31



505



404



Dec 31, 2008



Dec 31, 2007



286,976



169,844



Profit-oriented employee compensation



34,244



24,746



Other personnel obligations



53. OTHER NONCURRENT AND CURRENT LIABILITIES in k€ Customer advances



11,880



10,564



Outstanding invoices



7,675



6,759



VAT



5,585



3,546



Claimed contributions



1,424



1,508



Others



10,204



11,223



357,988



228,190



54. DEFERRED TAX LIABILITIES Deferred tax liabilities entirely result from accounting policies for recognition and measurement of assets and liabilities that differ from tax principles. The item’s development is included in the comments on tax expenses.
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55. INCOME TAX LIABILITIES The item includes corporation and trade tax assessed by the tax authorities and calculated or estimated by the group companies as well as corresponding foreign taxes resulting from tax laws, including those amounts that will probably result from tax ﬁeld audits performed. With regard to potentially generated future taxable proﬁts of solarworld industries america lp, solarworld Group is additionally burdened with German corporation tax plus solidarity surcharge irrespective of American taxation. This might make for future tax payments in a maximum amount of k€ 19,244 for solarworld Group. No current or deferred tax liabilities had to be recognized in this respect as these tax payments neither concern the current period or previous periods nor result from temporary differences.



OTHER COMMENTS 56. OTHER FINANCIAL OBLIGATIONS in m€ Financial commitments from raw materials and license agreements Financial commitments from investments in property, plant and equipment Financial obligations from lease agreements concluded for several years



Dec 31, 2008



Dec 31, 2007



2,465



1,586



104



138



17



9



2,586



1,733



Per February 29, 2008, solarworld ag issued an absolute guarantee in an amount of k€ 12,667 for solarparc ag to Deutsche Bank AG, Düsseldorf. The guarantee was accounted for in compliance with the regulations concerning financial guarantees. The respective amount is disclosed in current financial liabilities (item 50).



57. CONTINGENCIES AND EVENTS AFTER THE BALANCE SHEET DATE A comprehensive presentation of corporate risks and events after the balance sheet date is included in the group management report which, in accordance with German laws and regulations, is to be prepared and published at the same time as these consolidated ﬁnancial statements. Amongst others, the group management report goes into detail with regard to the expectations for future development of selling prices and the overall market.



58. FINANCIAL INSTRUMENTS a) Capital management A comprehensive presentation of the principles and objectives regarding the Group’s capital management is included in the group management report that, in accordance with German laws and regulations, is to be prepared and published at the same time as these consolidated financial statements. The details are given in the scope of the Group’s financial position. b) Principles and objectives of financial risk management With regard to its assets, liabilities and future transactions already set and planned, solarworld Group is exposed especially to risks from changes of exchange and interest rates. Objective of financial risk management is the limitation of these market risks by way of operating and finance-oriented activities. For this purpose, harmonization processes are carried out across the Group on a regular basis during which the hedging strategy is aligned with the current situation and uniform group requirements are determined. Selected derivative and non-derivative financial instruments are utilized depending on the respective risk assessment, planning ability regarding future transactions and current market situation. As a basic principle, however, only those risks are addressed that have consequences on the Group’s cash ﬂow. Derivative financial instruments are exclusively used as hedging instruments but not for trading or speculation purposes. To minimize default risks, hedging agreements are only concluded with leading financial institutions that have a credit rating in the investment grade area. With regard to the investment of liquid funds, solarworld Group aims at attaining a rate of return slightly exceeding the money market level. Thus, solarworld Group basically invests free liquid funds in financial investment products in the form of sight deposits
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(fixed-term deposits as well as day-to-day money) with financial institutes, investment funds, assignable loans and investment certificates. To limit the risks from changes in market prices, the investments are limited to financial investment products whose risk structure can be allotted to the money or debt securities market. Moreover, central management and broad diversification of the securities portfolio with regard to different market risks works against the establishment of risk concentrations. To minimize default risks, promissory notes and investment certificates are purchased only from leading financial institutions that have a credit rating in the investment grade area. In the course of the international financial crisis, solarworld ag has noticeably adjusted its investment policies in favor of sight deposits at German business banks and government bonds. The financial policy basics are continuously coordinated by the Executive Board and supervised by the Supervisory Board. Implementation of the financial policies and ongoing risk management is managed by the respective departments, which report to the Executive Board on a regular basis. c) Currency risks solarworld Group’s currency risks mainly result from financing measures and operating activities. Foreign currency risks are hedged to the extent to which they influence the group’s cash flows. On principle, risks that result from the translation of assets and liabilities of foreign subsidiaries into the group reporting currency are not hedged. However, hedging of these risks is not entirely ruled out in the future. In the financing sector, foreign currency risks result from the issuance of senior notes (US Private Placement) in US dollar that, however, were fully hedged by application of an interest/currency swap. In the operational sector, the individual group companies mostly handle their operations in utilization of the respective functional currency. However, an increasing number of transactions between group companies and at equity investments are conducted in US dollars. Thus, solarworld Group is increasingly exposed to currency risks. In addition, solarworld Group is exposed to foreign currency risks in connection with foreign currency transactions already set and planned. These mainly concern transactions in US dollars in connection with supply of raw materials and sale of products. Due to exchange rate-dependant escalator clauses (annual adjustment), they are generally limited. The existing currency risks are, in part, hedged by way of derivative (exchange rate futures) and non-derivative financial instruments (currency reserves). For presentation purposes of market risks, IFRS 7 requires sensitivity analyses that show the consequences of hypothetical changes of relevant risk variables on result and equity. In addition to currency risks, solarworld Group is also subjected to interest rate and market price risks. Periodic consequences are determined by linking the hypothetical changes of the risk variables and the financial instruments’ portfolio per balance sheet date. This is carried out under the assumption that the year-end portfolio is representative of that of the overall year. Exchange risks in terms of IFRS 7 arise from financial instruments that are denominated in a currency other than the functional currency and are of the monetary type. Differences from the translation of financial statements into group currency caused by exchange rate changes remain unconsidered. In principle, all non-functional currencies in which solarworld Group holds financial instruments are considered relevant risk variables. The significant non-derivative financial instruments aside from, in part, liquid funds, are either denominated in functional currency or are translated into functional currency by way of using derivatives. Hence, exchange rate changes basically influence the result only with regard to the liquid funds denominated in foreign currency. Interest income and expenses from financial instruments are also either directly recognized at functional currency or transferred to functional currency by way of using derivatives. Thus, effects on the result cannot emerge in this regard. However, upon utilization of hedging instruments that are involved in effective cash flow hedge relationships for hedging currency risks, changes in exchange rates have consequences on the hedging reserve (IAS 39 reserve) recognized in equity. As these effects are not caused by currency rate change effects, a sensitivity analysis is not carried out. Had the Euro been revalued (devalued) towards the US dollar by 10 % per December 31, 2008, the result would have been k€ 1,435 (prior year: k€ 344) lower (higher).
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d) Interest rate risk In the scope of determining the financial policy, the Executive Board decided to take up financial liabilities subject to variable rates only in exceptional cases. The original interest-bearing financial liabilities of solarworld Group are therefore basically either fixedinterest ones or transferred to fixed interest liabilities via use of derivates. All non-derivative financial liabilities are measured at amortized cost. Thus, the non-derivative interest-bearing financial liabilities are not subject to significant change of interest rate risks in terms of IFRS 7. Due to the use of hedging instruments that are involved in an effective cash ﬂow hedging relationship for hedging changes of interest rates, however, a change in interest rate level affects the hedging reserve (IAS 39 reserve) recognized in equity. As this is not caused by interest rate risk effects, a sensitivity analysis is not carried out. Had the market interest rate level been 100 basis points higher (lower) per December 31, 2008, the result would have k€ 240 (prior year: k€ 352) lower (higher). e) Other price risks solarworld Group has a securities portfolio that is subject to various price change risks. The securities are mainly accounted for at fair value. Thus, changes in market prices directly affect proﬁt and loss or the IAS 39 reserve. Had the market price level of the securities included in the portfolio been lower (higher) by a total of 5 % per December 31, 2008, the result and equity would have been lower (higher) by k€ 3,994 (prior year: k€ 26,428) and k€ 3,482 (prior year: k€ 0), respectively. f) Default risks With one exception (compare item 46), the credit ratings of our promissory notes’ and certificates’debtors ranged at Aa (source: Moody’s) per balance sheet date. For the rest, solarworld Group invested most of its free liquidity in sight deposits at German financial institutions. In detail, solarworld Group has the following financial investments: 1. Sight deposits in an amount of m€ 498 2. Assignable loans from financial institutions amounting to m€ 265 that are accounted for with a value of m€ 231.6. 3. Other securities Oppenheim ABS Fund m€ 23.3 Government bonds m€ 69.7 With regard to all supplies to customers, collateral is required depending on type and amount of the respective service, credit ratings / references are collected or historical data from previous business relations – especially as regards payment behavior – is used for avoiding default in payment. To further limit default risks, receivables from module sales are mostly hedged via credit insurances. Hence, the default risk is regarded rather remote. For the rest, the maximum default risk equals the carrying amounts. g) Liquidity risks For solarworld Group, liquidity risks arise from the obligation to redeem liabilities in full and in due time. It is therefore the task of the cash and liquidity management to assure the individual group companies’ liquidity at any time. Cash management for operating activities is carried out in a decentralized manner within the individual business units. solarworld ag predominantly balances the respective requirements and surpluses regarding the individual units’ means of payment in a centralized way by granting and accepting intergroup loans. Central cash management determines the group-wide financial resources requirements on the basis of business planning. Due to available liquidity and existing credit lines, solarworld Group is not exposed to significant liquidity risks. Promissory note loans and senior notes issued by solarworld AG contain regulations that will grant creditors the right to demand early redemption of the loans if certain ﬁnancial ratios are not met (covenants). The respective relevant key data is constantly monitored and reported to the Executive Board by group controlling. In the course of the business year, these ratios were continuously exceeded and there are no indications at hand that suggest they might not be met in the future.



191



SOLARWORLD 2008 • CONSOLIDATED FINANCIAL STATEMENTS • NOTES



192



The following chart shows the future undiscounted cash flows of financial liabilities that affect the future liquidity status of solarworld Group. Interest and redemption payments are taken into account. Interest and redemption payments are based on the contractually stipulated interest and redemption payments. The interest rates last specified prior to December 31, 2008 were used with regard to financial instruments subject to variable rates. The offset cash flows of the respective measurement unit are recognized to the extent to which derivative financial instruments are in an effective hedging relationship with financial liabilities. Undiscounted cash ﬂows per Dec 31, 2008 in k€



2013



2014 et seq.



21,257



21,236



446,935



6,676



91,847



56,652



9,247



0



0



0



23,996



19,337



18,075



9,442



5,641



0



0



0



0



0



0



0



0



0



0



Total



2009



2010



2011



2012



Issued promissory note loans



553,136



21,271



21,215



21,222



Issued senior notes (US Private Placement)



175,203



6,676



6,676



6,676



10,457



605



605



110,592



34,101



1,307



1,307



70,413



70,413



Bonds Bank loans Derivative financial instruments with no relation to financial liabilities Trade payables



39,432



11,946



5,237



13,243



8,632



374



0



960,540



146,319



57,729



69,725



54,640



122,899



509,228



Total



2008



2009



2010



2011



2012



2013 et seq.



Issued promissory note loans



595,621



22,002



22,036



21,980



21,987



22,042



485,574



Issued senior notes (US Private Placement)



181,879



6,676



6,676



6,676



6,676



6,676



148,499



Bonds



11,359



621



621



621



9,496



0



0



Bank loans



94,861



16,198



21,781



20,013



15,246



13,876



7,747



2,280



2,280



0



0



0



0



0



32,306



32,306



0



0



0



0



0



Other liabilities Total



Undiscounted cash ﬂows per Dec 31, 2007 in k€



Derivative financial instruments with no relation to financial liabilities 1) Trade payables Other liabilities Total



33,191



3,821



6,322



5,633



7,716



9,699



0



951,497



83,904



57,436



54,923



61,121



52,293



641,820



1) deviatingly determined on the basis of expected cash flows



h) Fair values, carrying amounts and residual terms of financial instruments by categories The following chart shows the fair values and carrying amounts of the financial assets and financial liabilities included in the individual balance sheet items:
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69,650



Derivatives in hedging relations



6,924



Total carrying amounts



Total fair values



71,219



71,219



IFRS 7 not applicable



Total carrying amounts



71,219



6,042



6,042



15,122



21,164



403,363



402,921



1,051



404,414



431,689



431,689



431,689



69,650



6,924



912,313



911,871



16,173



928,486



Available for sale



Derivatives in hedging relations



Total carrying amounts



Total fair values



IFRS 7 not applicable



Total carrying amounts



112,922



112,922



126



126



411



528,995



528,227



263,862



263,862



411



905,905



905,137



0



112,922 4,873



4,999 528,995 263,862



4,873



910,778



Term to maturity



al carrying amounts



Total fair values



IFRS 7 not applicable



Total carrying amounts



up to 1 year



between 1 and 5 years



exceeding 5 years



699,543



712,178



0



699,543



24,137



48,078



627,328



70,413



70,413



70,413



70,413



34,244



34,244



323,744



357,988



65,503



183,899



108,586



804,200



816,835



323,744



1,127,944



160,053



231,977



735,914



Term to maturity



al carrying amounts



Total fair values



IFRS 7 not applicable



Total carrying amounts



up to 1 year



between 1 and 5 years



exceeding 5 years



641,165



638,299



0



641,165



20,443



65,381



555,341



32,306



32,306



32,306



32,306



24,746



24,746



203,444



228,190



39,785



112,397



76,008



698,217



695,351



203,444



901,661



92,534



177,778



631,349



-
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Trade receivables include receivables from construction contracts in an amount of k€ 4,359 (prior year: k€ 6,413). Most of the trade receivables, other receivables and assets, liquid funds, trade payables as well as the most significant part of the other liabilities in the scope of IFRS 7 have short residual terms. Thus, their carrying amounts per balance sheet date nearly equal their fair values. Other liabilities include financial liabilities to employees from an internal plan regarding the profit-oriented employee compensation. The liabilities are subject to variable interest rates. Therefore, the fair value at balance sheet date equals the carrying amount. i) Net gains and losses by measurement category Net gains and losses of the measurement categories ”financial assets designated as at fair value through profit or loss“ and ”financial assets held for trading“ can be taken from other financial result in item 31. In addition to results from fair value measurement, they also include interest, dividend and currency effects. In addition to losses from exchange effects mentioned below, net gains and losses of the measurement category ”loans and receivables” mainly contain allowances in an amount of k€ 1,024 (prior year: k€ 604). The latter are included in other operating expenses. With respect to the measurement categories ”loans and receivables“ and ”financial liabilities measured at amortized cost“, net gains and losses also include losses from currency effects which were not allocated to the individual categories for reasons because of cost and benefit consideration. The balance made for losses from currency effects in an amount of k€ 2,447 (prior year: k€ 2,238). Gains and losses from currency effects are recognized in other operating income and other operating expenses, respectively. In addition to part of the mentioned losses from currency effects, gains from repayment of financial liabilities in an amount of k€ 1,429 need to be considered in net results of ”financial liabilities measured at amortized cost“. These gains are recognized in ”other financial income“. Thus, net losses from the measurement categories ”loans and receivables“ and ”financial liabilities measured at amortized cost“ in total amount to k€ 2,042 (prior year: k€ 2,842). With regard to ”financial assets available for sale“ k€ 286 (prior year: k€ 0) were recognized in the IAS 39 reserve thereby resulting in neither profit nor loss in addition to interest income of k€ 409 (prior year: k€ 0) recognized through profit and loss. j) Hedging solarworld Group concluded an interest rate swap (”static pay – variable receipt“) with a nominal volume of k€ 40,000 for hedging the cash flow risk of a variable interest loan, the term of the swap expiring at the end of 2013. The variable interest bank loan was designated hedged item. This hedging is aimed at transforming the variable interest bank loan in fixed interest financial liabilities. The fair value of the interest rate swap amounts to k€ -1,100 (prior year: k€ 411) at balance sheet date. For hedging existing currency risks from senior notes denominated in US dollar, solarworld Group has five cross currency swaps (”static pay in € – static receipt of USD“), the nominal volume of which amounts to a total of kUSD 175,000. The senior notes denominated in US dollar were designated hedged items. The hedging is aimed at transforming the US dollar liabilities regarding the nominal amount as well as the open interest payments to financial liabilities in €. The fair values of the swaps amounted to a total of k€ 6,924 (prior year: k€ -7,427) at balance sheet date. Proof of prospective effectiveness is provided by way of the critical terms match method. The retrospective effectiveness is regularly provided by means of the hypothetical derivative method. The results of the retrospective effectiveness tests ranged within a scope of 80 to 125 %. Thus, highly effective hedging can be assumed. An unrealized gain of k€ 9,148 (prior year: k€ 3,302) was therefore recognized in equity per balance sheet date.
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59. COMMENTS ON THE CASH FLOW STATEMENT Cash flow from discontinued operations The cash flow statement shows cash flows including those of discontinued operations. The following cash flow proportions fall upon discontinued operations: in k€ Cash flow from operating activities Cash flow from investment activities Cash flow from financing activities Net changes in cash and cash equivalents



2008



2007



0



1,051



12,996



-451



0



-676



12,996



-76



Cash flow from operating activities Cash flow from operating activities was prepared in accordance with the indirect method. At first, the pretax result used as a starting point is adjusted by earnings and expenses that are not cash-effective. This makes for the cash flow from operating results. Changes regarding prepayments and customer advances, inventories, securities categorized as held for trading and remaining net assets are considered in cash flow from operating result and changes in net assets. Customer advances and prepayments particularly concern noncurrent selling agreements regarding silicon wafers and noncurrent purchase agreements regarding elemental silicon concluded in a timely connection. The following chart illustrates the cash inflows and outflows resulting therefrom: in k€ Increase in customer advances Increase in prepayments Cash flow decrease (-)



2008



2007



108,425



103,598



-119,215



-131,624



-10,790



-28,026



Interest paid and interest received are included in cash flow from financing activities and cash flow from operating activities, respectively. Cash flow from investment activities Cash flow from investment activities includes payments for asset investments as well as investment grants received for this purpose. In addition, the item contains payments in connection with financial investments and cash inflows from the disposal of 65 % of the shares in the subsidiary gällivare photovoltaic ab. Cash flow from financing activities Cash flow from financing activities takes into account the increased financial debts. Dividend distributions to the shareholders of solarworld ag are included as payments. Lastly, interest paid is shown as part of the cash flow from financing activities. Cash and cash equivalents Cash and cash equivalents comprise the balance of the liquid funds recognized on the balance sheet in an amount of k€ 431,689 (prior year: k€ 263,862) and of the liabilities due on a daily basis recognized in the item current financial liabilities in an amount of k€ 8,335 (prior year: k€ 0). Part of the prior year’s cash and cash equivalents (k€ 1,718) fell upon discontinued operations.
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60. CONTINGENT LIABILITIES Substantial contingent liabilities did not exist at balance sheet date.



61. RELATED PARTY DISCLOSURES In the reporting year 2008, the following material transactions involving related parties were carried out: Administration and commercial property in Bonn was leased from members of the Asbeck family, the annual rent amounting to m€ .6 (prior year: m€ .6). solarworld ag recognized liabilities of k€ 30 (prior year: k€ 0) at balance sheet date. In the course of the reporting year, deliveries and services in an amount of m€ 4.8 (prior year: m€ 21.5) were rendered to solarparc group, m€ 5.5 (prior year: m€ 17.8) of which were still unsettled per balance sheet date because one project was brought to account only per year-end and a security deposit for a project of the reporting year 2007 is still outstanding. In addition, solarworld Group received management and planning services in an amount of k€ 203 (prior year: k€ 195) from solarparc ag. For interim financing of a project, solarworld ag issued an absolute guarantee in an amount of k€ 12,667 for solarparc ag to Deutsche Bank AG, Düsseldorf. In the course of the reporting year, solarworld ag received k€ 326 from solarparc ag for interim financing. gällivare photovoltaic ab rendered toll manufacturing services in an amount of k€ 15,257 (prior year: k€ 0) for solarworld Group. Therefrom, liabilities of k€ 5,124 (prior year: k€ 0) existed per balance sheet date. Furthermore, solarworld Group has received transport services from gällivare photovoltaic ab in amount of k€ 311 (prior year: k€ 0). Therefrom, no liabilities exist any more as of balance sheet date. In 2008, solarworld ag issued a short-term loan to a jointly controlled entitiy. As of balance sheet date, the loan amounts to k€ 1,796 (prior year: k€ 0). In the course of the reporting year, solarworld ag received interest amounting to k€ 10 (prior year: k€ 0) from this jointly controlled entity in this regard. In addition, solarworld ag made a prepayment to a jointly controlled entity, which, at balance sheet date, is recognized on the balance sheet in an amount of k€ 11,400 (prior year: k€ 0). solarworld Group sold cells,raw materials as well as services in an amount of k€ 4,761 (prior year: k€ 472) to jointly controlled entities. Accounts receivable from these transactions amount to k€ 1,138 (prior year: k€ 0) per balance sheet date. From jointly controlled entities wafers, silicon as well as toll manufacturing services have been purchased in an amount of k€ 6,173 (prior year: k€ 1,149). As of balance sheet date, liabilities from these transactions amount to k€ 343 (prior year: k€ 0). Deposit obligations with regard to a jointly controlled entity make for liabilities of m€ 1.4 (prior year: m€ 1.5). The law firm of Schmitz Knoth Rechtsanwälte, Bonn – a party related to the Chairman of the Supervisory Board, Dr. Claus Recktenwald, in terms of IAS 24 – is concerned with solarworld Group’s legal issues. Upon approval of the Supervisory Board, a total fee amount of m€ .6 (prior year: m€ .4) was rewarded for these services in 2008. Remuneration of the members of the Executive Board is presented in a separate item or in the remuneration report, which is part of the management report. All transactions were handled in compliance with the arm’s length principle.
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62. EMPLOYEES The average number of employees amounted to 1,662 (prior year: 1,410) and falls upon the company’s areas of operation or segments as follows: 2008



2007



Wafer production



915



792



Cell production



223



217



Module production



345



249



Trade and Group headquarters



179



152



1,662



1,410



Per December 31, 2008, the number of employees amounted to 1,825 (prior year: 1,486), including 83 trainees (prior year: 66).



63. EXECUTIVE BOARD AND SUPERVISORY BOARD For assuming their duties in both parent company and subsidiaries in 2008, the members of the Executive Board received a total remuneration of k€ 2,669 (prior year: k€ 2,504), which includes variable remuneration of k€ 1,815 (prior year: k€ 1,722). For assuming their duties in both parent company and subsidiaries in 2008, the members of the Advisory Board received remuneration including reimbursements in a total amount of k€ 293 (prior year: 226), each plus statutory VAT. The total includes variable remuneration of net k€ 114 (prior year: k€ 109). Individualized disclosures regarding the remuneration of the Executive Board are included in the company’s management report. As in prior year, the Executive Board members are: Dipl.-Ing. Frank H. Asbeck (Chairman) Dipl.-Ing. Boris Klebensberger (Operations) Dipl.-Kfm. tech. Philipp Koecke (Finance) Dipl.-Wirtschaftsing. Frank Henn (Sales) At balance sheet date, the Chairman of the Executive Board, Frank H. Asbeck, directly and indirectly held 25 % (prior year: 25 %) of the shares in solarworld ag. As in prior year, the Supervisory Board members are: Dr. Claus Recktenwald (Chairman), Rechtsanwalt and Partner with the partnership Schmitz Knoth, Bonn Dr. Georg Gansen (Vice-Chairman), Rechtsanwalt / in-house lawyer at Deutsche Post AG, Bonn Dr. Alexander von Bossel, LL.M (Edinb.); Rechtsanwalt and Partner with CMS Hasche Sigle, Partnerschaft von Rechtsanwälten und Steuerberatern, Cologne Frank H. Asbeck, Chairman of the Executive Board, is Chairman of the Supervisory Board of deutsche solar ag as well as of sunicon ag Dr. Claus Recktenwald, Chairman of the Supervisory Board, is Chairman of the Supervisory Board of solarparc ag, Vice-Chairman of the Supervisory Board of deutsche solar ag, Vice-Chairman of the Supervisory Board of sunicon ag as well as member of the Supervisory Boards of VEMAG Verlags- und Medien Aktiengesellschaft, Cologne, and Wanderer-Werke AG, Augsburg. Dr. Georg Gansen, Vice-Chairman of the Supervisory Board, is also the Vice-Chairman of the Supervisory Boards of solarparc ag, deutsche solar ag and sunicon ag. Dr. Alexander von Bossel, member of the Supervisory Board, is also a member of the Supervisory Board of solarparc ag.
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64. AUDITOR’S FEES In 2008, the fees of the auditor of the consolidated ﬁnancial statements, BDO Deutsche Warentreuhand AG Wirtschaftsprüfungsgesellschaft, Hamburg / Bonn, including reimbursement of costs, amount to: a) Year-end audits k€ 500 (prior year: k€ 535) b) Other certiﬁcation and valuation services k€ 11 (prior year: k€ 31) c) Tax consultancy services k€ 13 (prior year: k€ 59) d) Other services rendered for the parent company or subsidiaries k€ 4 (prior year: k€ 120)



65. CORPORATE GOVERNANCE On September 29, 2008 and October 20, 2008, Supervisory Board and Executive Board, respectively, issued the statement required by §161 AktG, stating that the recommendations of the “Regierungskommission Deutscher Corporate Governance Kodex” (“Government Commission German Corporate Governance Code”) as announced by the Federal Ministry of Justice were and are complied with. The statement is published on the website of solarworld ag.



Bonn, 16 March 2009



Dipl.-Ing.Frank H. Asbeck Chairman of the Board



Dipl.-Wirtschaftsing. Frank Henn Executive Board member / Sales



Dipl.-Kfm. tech. Philipp Koecke Executive Board member / Finance



Dipl.-Ing. Boris Klebensberger Executive Board member / Operations
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AUDITOR‘S REPORT We have audited the consolidated financial statements prepared by solarworld ag, Bonn, comprising the balance sheet, the income statement, statement of changes in equity, cash flow statement and the notes to the consolidated financial statements, together with the group management report for the business year from January 1, 2008 to December 31, 2008. The preparation of the consolidated financial statements and the group management report in accordance with IFRSs as adopted by the EU, and the additional requirements of German commercial law pursuant to § 315a paragraph 1 HGB are the responsibility of the parent company’s management. Our responsibility is to express an opinion on the consolidated financial statements and on the group management report based on our audit. We conducted our audit of the consolidated financial statements in accordance with § 317 HGB and German generally accepted standards for the audit of financial statements promulgated by the Institut der Wirtschaftsprüfer [Institute of Public Auditors in Germany] (IDW). Those standards require that we plan and perform the audit such that misstatements materially affecting the presentation of the net assets, financial position and results of operations in the consolidated financial statements in accordance with the applicable financial reporting framework and in the group management report are detected with reasonable assurance. Knowledge of the business activities and the economic and legal environment of the Group and expectations as to possible misstatements are taken into account in the determination of audit procedures. The effectiveness of the accounting-related internal control system and the evidence supporting the disclosures in the consolidated financial statements and the group management report are examined primarily on a test basis within the framework of the audit. The audit includes assessing the annual financial statements of those entities included in consolidation, the determination of entities to be included in consolidation, the accounting and consolidation principles used and significant estimates made by management, as well as evaluating the overall presentation of the consolidated financial statements and the group management report. We believe that our audit provides a reasonable basis for our opinion. Our audit has not led to any reservations. In our opinion, based on the findings of our audit, the consolidated financial statements comply with IFRSs as adopted by the EU, the additional requirements of German commercial law pursuant to § 315a paragraph 1 HGB and give a true and fair view of the net assets, financial position and results of operations of the Group in accordance with these requirements. The group management report is consistent with the consolidated financial statements and as a whole provides a suitable view of the Group’s position and suitably presents the opportunities and risks of future development.



Bonn, 16 March 2009 BDO Deutsche Warentreuhand Aktiengesellschaft Wirtschaftsprüfungsgesellschaft



Dr. Gorny Wirtschaftsprüfer (German Public Auditor)



ppa. Lubitz Wirtschaftsprüfer (German Public Auditor)
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RESPONSIBILITY STATEMENT To the best of our knowledge, and in accordance with the applicable reporting principles, the consolidated ﬁnancial statements give a true and fair view of the assets, liabilities, ﬁnancial position and proﬁt or loss of the group, and the group management report includes a fair review of the development and performance of the business and the position of the group, together with a description of the principal opportunities and risks associated with the expected development of the group.



Bonn, 16 March 2009 solarworld ag Board of Management



Dipl.-Ing.Frank H. Asbeck CEO



Dipl.-Wirtschaftsing. Frank Henn CSO



Dipl.-Kfm. tech. Philipp Koecke CFO



Dipl.-Ing. Boris Klebensberger COO



3.8 %



EMPLOYEE FLUCTUATION IN 2008
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Letter by the Chairman



Dear Customers, Shareholders, Employees and Friends of solarworld ag, As an international group of companies we attach particular importance to sustainable management. It is indeed a fundamental principle of the solarworld Group and we have therefore decided – as in the previous year – to publish an integrated annual and sustainability report which underlines the fact that we have included the concept of sustainability in our strategic decision making. Group Management Report • p. 048 // Yet, why is it so important to deal in such great detail with sustainable management and what makes it so special? Sustainable development is designed to lead to a situation where present generations can satisfy their own needs without jeopardizing the potential needs of future generations. But also among the generations living today, e.g. between the poor and the rich countries, equal opportunities and the fair distribution of resources are core topics of the sustainability debate. Sustainability can be structured in three dimensions – economically, ecologically and socially – with all three aspects always having to be viewed in conjunction, i.e. in an integrated way, because they are very closely interconnected. It is only such a comprehensive approach that will make it possible to better anticipate opportunities and risks. We are therefore convinced that a broadly based sustainability management will produce crucial innovative and competitive advantages in the future and will not only do so in industrialized countries but also in developing and threshold countries. For us these regions are even of particular importance when it comes to opening up new markets. This is why we further enhanced our group-wide sustainability management program in 2008. Solar energy is our answer to climate change and increasing scarcity of resources. It is our core competency. But also beyond that we want our actions to be consistently guided by the principles of sustainability. In our sustainability report you can retrace this development. We have come out in favor of the GRI reporting framework because it is the result of a dialogue process between stakeholders and sets a generally applicable international standard. This year we are using the
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GRI reporting framework for the second time already and like in the previous year we reached the A+ reporting level. In addition, we included the sustainability indicators of the German Association for Financial Analysis and Asset Management (DVFA = Deutsche Vereinigung für Finanzanalyse und Asset Management) in our reporting in 2008 for the first time. These DVFA criteria are subject to continuous further development. We actively participate in these discussions and will take any progress made into consideration. Our vision and strategy are extensively spelled out in the Group Annual Report



Strategy and Action • p. 050 //



Corporate Management and Control • p. 067 // With our sustainability strategy we are placing the topics of quality and environmental management ponsibility engagement



Quality and Environmental Management • p. 087 // as well as our corporate social res-



www.solarworld.de/sustainability // fairly and squarely into the focus of our activities. The



foundation for this is our economic success: It gives us a firm footing and the necessary leeway for action. Together with my colleagues on the Executive Board I invite you to gain your own impression of the achievements and challenges of the solarworld Group which we have summarized for you in this annual report. We would welcome your comments and suggestions and wish to encourage you to enter into a dialogue with us via [email protected] // We look forward to your feedback! Please, also visit our website where you will find detailed information about our corporate social responsibility commitment.



www.solarworld.de/sustainability //



With sunny regards,



Dipl.-Ing. Frank H. Asbeck Chairman and CEO of SolarWorld AG
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ANNEX TO THE ANNUAL GROUP REPORT FOR FISCAL YEAR 2008 The German Association for Financial Analysis and Asset Management (DVFA) Commission on Non-Financials (CNF) has been working since 2006 on the development of Key Performance Indicators for the integration of extra- and non-financial performance indicators on ESG (Environmental, Social, Governance), Sustainability, Corporate Governance and Risk Management into the established corporate analysis and investment decision methodology. We are actively participating in this discussion and are for the first time including the current state of the DVFA criteria (as at 2008) in our reporting. Until the time of writing the required data have not yet come to hand for all the criteria. Progress is to be shown annually.
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SOLARWORLD AG // KEY PERFORMANCE INDICATORS OF DVFA (DEUTSCHE VEREINIGUNG FÜR FINANZANALYSE UND ASSET MANAGEMENT)



General Key Performance Indicators for Environment, Social and Governance Issues (KPIs for ESG)



2008



2007



2009 1)



270,290



194,003



N.R.



As in previous year a growth of some 40% is expected.



300



281



N.R.



Production figures are not disclosed. Production ramp-up leads to shortterm increase in energy intensity. Price developments could impair meaningfulness of indicator.



100%



100%



100%



Due to the business field all investments are connected to the use of renewable energies.



65



94



N.R.



No difference is made between full time and part time.



Average expenditure on training / employee in Euro



382.13



387.37



N.R.



Estimate. A uniform group-wide definition of training is being developed.



Percentage of workforce to retire within the next 5 years of reported period



N.R.



N.R.



N.R.



Not significant; not yet identified for reporting purposes.



Prio Indicator Name



Definition



1



1



ESG 1-1



Total Energy Consumption



Total corporate energy consumption (primary & secondary sources) in MWh



2



1



ESG 1-2



Energy Intensity



Total corporate energy consumption / sales (Euro)



3



1



ESG 2-3



Renewable Energy



Investments in renewable energy consumption as percentage of total investments



4



1



ESG 3-1



Staff Turnover



Percentage of full-time employees leaving in year / total number of employees



5



1



ESG 4-2



Training & Qualification



6



1



ESG 5-2



Maturity of Workforce



7



1



ESG 6-1



Absenteeism Rate



Working times lost / employee



50



42



N.R.



Measured in hours rather than days.



8



1



ESG 7-1



Restructuring related relocation of jobs



Total cost of relocation in Euro including indemnity, pay-off, outplacement, hiring, training, consulting



N.R.



N.R.



N.R.



Not significant; not yet identified for reporting purposes.



9



1



ESG 8-1



Contributions to political parties



Contributions to political parties in Euro / revenue



45,000



N.R.



N.R.



10



1



ESG 9-1



Anti-competitive behavior, Expenses and fines on actions and law suits anti-trust, monopoly practices related to anti-competitive behavior, anti-trust and monopoly practices



N.R.



N.R.



N.R.



Not significant; not yet identified for reporting purposes.



11



1



ESG 10-1



Corruption



Percentage of business in regions with Corruption Index below 6.0



16%



10%



N.R.



Estimate; relates to trading segment only. Corruption Perceptions Index 2008.



12



1



ESG 11-1



Customer Satisfaction



Percentage of satisfied customers as percentage of total customers



N.R.



N.R.



N.R.



No aggregate figure available (planned for 2009). Customer satisfaction could be increased for 70% of criteria.



13



1



ESG 12-1



Revenues from New Products



Percentage of revenues from products with lifecycle shorter than 12 months



N.R.



N.R.



N.R.



Not yet identified for reporting purposes.



Comment
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Sector specific Key Performance Indicators for Environment, Social and Governance Issues (KPIs for ESG)



2008



2007



2009 1)



96,297



76,724



N.R.



Estimate.



2



0.33



N.R.



Estimate.



9,322



11,488



N.R.



Estimate, only reported absolutely as production figures (in MW) are not disclosed.



Percentage of ISO 14001 certified sites (weighted by average capacity)



74%



14%



67%



Not yet USA due to relatively small production / trading volumes (planned certification 2010 at earliest).



End-of-lifecycle impact



Percentage of material recovered for reuse at end of lifecycle of product



N.R.



N.R.



N.R.



Member of PV Cycle; products fully recyclable; goal: to maximize material recovery for new PV products; recycling of SolarWorld modules so far not significant due to reliable long-life technology.



ESG 18-1



Diversity



Female employees as percentage of total employees



19%



23%



N.A.



2



ESG 23-1



Supplier agreements and sup- Number of suppliers screened for compliance ply chain partners screened with ESG as percentage of total number of for compliance with ESG suppliers



N.R.



N.R.



N.R.



21



2



ESG 24-2



Health & Safety aspects of products



Number of product recalls for safety or health reasons as percentage of total products sold or shipped



0



0



0



22



2



ESG 25-1



Litigation payments



Total litigation payments in Euro



N.R.



N.R.



N.R.



Not yet identified for reporting purposes.



23



2



ESG 26-1



Dimension of pending legal proceedings



Amount in dispute / controversy from legal proceedings



N.R.



N.R.



N.R.



Not yet identified for reporting purposes.



24



1



ESG 27-1



R&D expenses



Total R&D expenses in m Euro



13.0



10.8



N.R.



Development of spending on R&D in 2009+ will be in line with production growth.



25



2



ESG 28-1



Patents



Number of patents registered within the last 12 months



25



6



N.R.



Number of patents granted and applied for as per 31.12.2008: 211, divided into 95 patent families, of which granted patents: 131.



26



2



ESG 30-2



Customer Retention



Average length of time of customer relationship in years



N.R.



N.R.



N.R.



Not yet identified for reporting purposes.



Prio Indicator Name



Definition



14



1



ESG 13-8



CO2 Emissions



CDP definition



15



1



ESG 14-8



NOx, SOx Emissions of all Pro- GRI definition (tonnes) duction Sites; Entire Company



16



1



ESG 15-1



Waste



Total waste related to production / number of units produced (in tonnes)



17



1



ESG 16-2



Environmental Compatibility



18



1



ESG 17-1



19



1



20



1) Target value N.R. = not reported



THE DVFA The DVFA has for years been considered the trend setter for industry standards, like for example the German Standards for Financial Research (Deutsche Grundsätze für Finanz-Research = DGFR), the standards for effective financial communication as well as the rating and validation standards.



Comment



Ad-hoc screenings, but no formal process yet; to be institutionalized in future; largely internal suppliers (strategy of vertical integration) that are fully controlled (for this SolarWorld received the German Sustainability Award in 2008). Only exchange of rubber seal.
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DISCLOSURE TO GLOBAL REPORTING INITIATIVE STANDARD



BE INDEPENDENT



BE SUSTAINABLE



BE SUCCESSFUL



GRI APPLICATION FRAMEWORK A



all criteria listed for Level C plus: 1.2 3.9, 3.13 4.5–4.13, 4.16–4.17



same requirements as for Level B



Report on a minimum of 10 Performance Indicators, including at least one from each of: social, economic and environment.



Management Approach disclosed for each Indicator Category.



Report on a minimum of 20 Performance Indicators, including at least of from each of: economic, environment, human rights, labor, society, product responsibility



IF REPORT IS EXTERNALLY CONFIRMED



1.1 2.1–2.10 3.1–3.8, 3.10–3.12 4.1–4.4, 4.11–4.15 IF REPORT IS EXTERNALLY CONFIRMED



OUTPUT



G3 Performance Indicators & Sector Supplement Performance Indicators



B+ REPORT ON:



OUTPUT



G3 Management Approach Disclosures



B REPORT ON:



No disclosure of Management Approach.



OUTPUT



REQUIRED CRITERIA



G3 Profile Disclosures



C+



REPORT ON:



Management Approach disclosed for each Indicator Category.



Respond on each core G3 and Sector Supplement indicator* with due regard to the Materiality Principle by either: a) reporting on the indicator, or b) explaining the reason for its omission.



A+



IF REPORT IS EXTERNALLY CONFIRMED



C



APPLICATION LEVELS



* where final version of sector supplement is available



STEP 1 Self-categorization.



STEP 2 The KPI section was audited by BDO Deutsche Warentreuhand AG Wirtschaftsprüfungsgesellschaft. BDO Deutsche Warentreuhand AG Wirtschaftsprüfungsgesellschaft also takes account of information from audits according to ISO 9001 and 14001. Unless otherwise indicated the GRI data refer to the solarworld group.



STEP 3 The GRI has confirmed that our reporting meets the requirements of Application Level A+.
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GRI INDEX



Disclosure to GRI standard



Seite



1.1



Statement from the most senior decision-maker 067ff., 072ff.,



1.2



Key impacts, risks and opportunities



203f. 055f., 072ff., 110ff., 116ff., 126ff., 210ff.,



Status



Disclosure to GRI standard



Seite



4.12



External agreements, principles or initiatives



082f., 217



4.13



Memberships



218f.



4.14



Stakeholder groups



220



4.15



Selection of stakeholders



220



4.16



Engagement of stakeholders



080ff., 084ff., 110ff., 221



2.1



Name of organization



049



2.2



Brands, products, services



056f.



2.3



Operational structure



052ff.



4.17



Key topics and concerns raised by stakeholders 221



2.4



Location of the organization’s headquarters



052



5.



2.5



Countries where the organization operates



053f.



Management approach EC, EN, LA, HR, SO, PR



2.6



Nature of ownership



094



050f., 067ff., 087ff., 110ff., 222ff.



Economic



EC2



Direct economic value generated and distributed Financial implications due to climate change



EC3



Coverage of organization’s defined benefits plan 227



212f.



EC4



Financial assistance received from government



227



213



EC5



Additional indicator



EC6



Entry level wage compared to local minimum wage Selection of locally based suppliers



EC7



Locally based hiring of employees



227



EC8



Infrastructure investments and services provided mainly for public benefit Indirect economic impacts



228



2.7



Markets served



053f., 072ff.



2.8



Scale of organization



100ff., 110ff.



2.9



124f., 139ff.



2.10



Significant changes in size, structure or ownership Awards



3.1



Reporting period



3.2



Date of last report, if applicable



213



3.3



Reporting cycle (annual, biennial, etc.)



213



3.4



Contact for questions on report or its contents



214



3.5



Process for defining report content



214



3.6



Reporting boundary



214f.



3.7



Limitations on scope of reporting



215



3.8



Joint ventures, subsidiaries, leased facilities, outsourced operations Data measurement techniques



215



Status



EC1



EC9



226



1, 3)



227 2)



Data



227



Additional indicator



N.M.



Environmental



EN1



Materials used



228



3)



215



EN2



Recycling input materials



228



2, 3)



Re-statement of information from earlier reports 215



EN3



Direct primary energy consumption



229



1)



215



Indirect primary energy consumption



229



1, 2)



EN5



Energy savings



Additional indicator Data



3.12



Changes in reporting scope, boundary or measuring methods GRI index



EN4 EN6



External assurance



216



4.1



Governance structure of the organization



057ff.



4.2



Indication whether the Chair of the highest governance body is at the same time the Managing Director Details of unitary organization



057ff.



EN8



Initiatives for energy efficiency and renewable energy Initiatives to reduce indirect energy consumption and reductions achieved Total water withdrawal



Additional indicator Data



3.13



EN9



Impact of water consumption



Additional indicator N.M.



N.A.



EN10



Water recycled and reused



Additional indicator N.M.



Mechanisms for recommendations or instructions to the highest governance body Relationship between compensation for members of the highest governance body, senior executives, and members of the Executive Board on the one hand, and the organizations’ performance on the other Mechanisms for avoicance of conflicts of interest within the highest governance body



057ff.



EN11



229



216



EN12



Land in or adjacent to protected areas or areas of high biodiversity value Impact on biodiversity



EN13



Habitats protected or restored



Additional indicator N.M.



EN14



Strategies for protection of biodiversity



Additional indicator N.M.



EN15



Threatened species



Additional indicator N.M.



EN16



Greenhouse gas emissions



229



Qualifications and expertise of members of the highest governance body with respect to sustainability topics Statements of mission, code of conduct, principles



216



EN17



230



EN18



Other relevant indirect greenhouse gas emissions Initiatives to reduce greenhouse gas emissions



EN19



Emissions of ozone-depleting substances



230



3.9 3.10 3.11



4.3 4.4 4.5



4.6 4.7



4.8 4.9 4.10 4.11



Procedures of highest governance body for overseeing sustainability performance Procedures for evaluating the highest governance body’s own sustainability performance Precautionary principle



This table



057ff., 067ff., 216



050f. , 067ff., 087ff., 098f., 110ff., 216 067ff., 087ff., 216 217 087ff., 090ff., 126ff., 217



EN7



Additional indicator Data 229



229



2)



Additional indicator Data



EN20 NOx, SOx and other air emissions



230



EN21



Total water discharge



1)



230



1, 2)



EN22 Waste by type and disposal method



231



1, 2)



EN23



Significant spills



231



EN24



Hazardous waste under Basel Convention



Additional indicator N.A.



EN25 Impact of water discharges on biodiversity



Additional indicator



N.Z.



SOLARWORLD 2008 • SUSTAINABILITY • DVFA AND GRI INDEX



209 Disclosure to GRI standard



Seite



EN26 Initiatives to mitigate environmental impacts



231



EN27



231



Packaging materials



Status



Disclosure to GRI standard



PR4 2)



PR5



Seite



Status



Non-compliance with codes concerning product Additional indicator N.A. labeling Customer satisfaction Additional indicator Data



EN28 Sanctions for non-compliance with 231 environmental laws and regulations EN29 Environmental impacts of transporting products Additional indicator Data



PR6



Standards related to advertising



237



PR7



Non-compliance with marketing standards



Additional indicator



N.A.



EN30 Environmental protection expenditure



PR8



Breaches of customer data privacy



Additional indicator



N.A.



PR9



Sanctions for non-compliance with product and service regulations



237



+



Confirmation



238



+



No appropriate sector supplements exist



Additional indicator



Data



Social



LA1



232



LA2



Total workforce by employment type, employment contract and region Employee turnover



LA3



Benefits to full-time employees



Additional indicator



LA4



Employees covered by collective bargaining agreements Minimum notice periods regarding significant operational charges Employees represented in health & safety committees Injuries, occupational diseases, lost days, absenteeism and work-related fatalities Education and training on serious diseases



232



Health & safety topics covered in agreements with trade unions Initial and further training for employees



Additional indicator



Additional indicator



N.M.



Additional indicator



Data



LA13



Programs for skills management and life-long learning Performance and career development reviews for employees Composition of governance bodies



234



2, 3)



LA14



Ratio of basic salary of men to women



235



2, 3)



HR1



Investment agreements



235



HR2



235



HR3



Screening of suppliers and contractors on human rights Training on aspects of human rights



HR4



Incidents of discrimination



235



HR5



Freedom of association and collective bargaining



235



2)



HR6



Child labor



235



2)



HR7



Forced and compulsory labor



235



2)



HR8



Training of security personnel



Additional indicator



Data



Data



Data not available



HR9



Violations of rights of indigenous people



Additional indicator



N.A.



N.M.



Not material



SO1



Impact on communities



236



N.A.



Not applicable



SO2



Risks related to corruption



236



1)



SO3



Training in anti-corruption policies



236



SO4



Corruption incidents and action taken



236



SO5



Lobbying



236



Explanation Type 1: The performance indicator is not material or not applicable. An explanation is provided on why the performance indicator is immaterial with regard to tests and concepts of the materiality principle. An explanation is given on why immateriality exists with regard to business processes and why corporate activities in this specific area do not have any effect.



SO6



Contributions to political parties, politicians and Additional indicator N.M. related institutions Legal actions for anti-competitive behavior Additional indicator N.A.



2)



Explanation Type 2: Information on the performance indicators is not available. The barriers to data capture and improvement plans are explained. The time horizon for implementation of the improvements is extensively explained in the sections on the following pages and further specified (short-term, mid-term, long-term).



3)



Explanation Type 3: Information on the performance indicators is not allowed (protected). It is outlined to what extent data must not be reported, i.e. whether data capture/disclosure is legally prohibited or whether the performance indicator represents confidential business information.



e)



Estimated data



LA5 LA6 LA7 LA8 LA9 LA10 LA11 LA12



SO7 SO8 PR1 PR2 PR3



Sanctions for non-compliance with laws and regulations Impacts on customer health and safety



232



2, 3)



2, 3)



N.A.



Data



233 Additional indicator 233



N.M. 3)



233



234



Additional indicator



N.M. 2)



N.A.



2)



LEGEND // GRI INDEX Reported in full Reported in part: On the following pages it is comprehensively described in the text which aspects of the performance indicators are reported and which are not including an explanation for this selection.



236 236



Non-compliance with health and safety regulati- Additional indicator N.A. ons and voluntary codes Product information 236



SOLARWORLD 2008 • SUSTAINABILITY • STRATEGY AND MANAGEMENT



STRATEGY AND MANAGEMENT



210 / 1.1 /



STATEMENT FROM THE MOST SENIOR DECISION-MAKER Letter by the Chairman • p. 203 //



/ 1.2 /



KEY IMPACTS, RISKS AND OPPORTUNITIES SECTION 1: MAIN IMPACTS OF SOLARWORLD ON SUSTAINABILITY AND CONSEQUENCES FOR STAKEHOLDER GROUPS The power of the sun – it is available to all people worldwide. In human terms, solar radiation represents an inexhaustible source of energy. The production of energy generation systems only requires a fraction of the energy generated by the system during its lifecycle. Energy Recycle Time • p. 021 // Use of such systems does not pose any hazards, production is reliable. Solar power in combination with other renewable sources of energy is therefore the response to global energy scarcity and increasing climate change. solarworld has a direct impact on the progress of solar energy and thus the lives of millions of people worldwide.
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EFFECTS OF SOLARWORLD AG



Economic aspects Profitability as a fundamental prerequisite for sustainable economic action; customer orientation (price/performance ratio, guarantees, delivery reliability, service); compliance with quality standards; contribution to technological development Ecological aspects Consideration of ecological aspects in operative business; controlled use of resources; use for conservation of resources and climate protection; recycling Social aspects Creation of jobs; shaping working conditions; qualification in the organization; provisioning for old age Corporate governance Compliance with the law; maintaining employees’ rights; fair business relationships; reliability; solid investment for investors (transparency, accuracy of disclosures and good corporate governance); fair competition
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POSSIBLE CONSEQUENCES FOR STAKEHOLDERS



Opportunities



Stakeholders



Priority



Reasons



Job security in a growth and future market



Employees



high



In particular due to the current financial crisis, differentiation in the market



Participation in changes towards sustainable social development



Employees



high



Strengthens employee motivation and identification with their own work



Financial participation in the success of the company



Employees



medium



Identification with corporate development (feeling of appreciation in good times, solidarity in bad times)



Guaranteed product quality



Customers



medium



Long-term investment



Growth and security due to solid business relations with solarworld (competent high-quality manufacturer with longstanding expertise)



Customers, suppliers



high



Increasing competitive pressure, long-term networks as intangible resources



Ethically acceptable business practices



Customers, suppliers



medium



Differentiation in the market, preventing scandals and proceedings, protection of corporate image



Reliable finance partners



Shareholders, banks, creditors, suppliers, customers



high



In particular due to the current financial crisis, differentiation in the market, protecting ownership



Potential consideration in sustainability funds



Shareholders



high



For long-term investments, steady and strong growth over many years



Potential termination of the employment relationship by the company



Employees



low



Few employees affected due to growth in sector and organization



Work-related illness, accidents



Employees



medium



Health and safety management reduces accidents; no serious work-related illnesses were reported (reported on a voluntary basis)



Permanent change processes, rapid change



Employees



medium



Finding the right measure so that employees work productively



Sanctions in the event of rescission from contract, non-performance/faulty performance



Customers, suppliers



medium



Intact customer and supplier networks as valuable resource; investment in long-term good business relationships



Risks



Demand overhang, supply shortages and high prices



Customers



medium



Bottleneck constellation in the market is declining



Supply overhang: excess supplies and price slumps



Suppliers



medium



Tightening of the legal framework, market consolidation to be expected but strong flexibility of demand depending on price levels



Poor capital market performance, slump in equity prices



Investors (shareholders, investors, indirectly analysts and brokers)



medium



In particular due to the current crisis in the financial markets, nervous response by analysts and shareholders to corporate news



Lack of financial stability, sanctions against the company



Shareholders, banks, creditors



low



Sound corporate management, application of groupwide corporate ethics and the Code of Conduct, zero tolerance



Noise emissions in direct vicinity to the production sites



Residents/local population



medium



Production noise not to be fully avoided, full compliance with legal provisions
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Services in the reporting period and performance enhancement programs 2009+. 11 Internal targets achieved and targets set for 2008/2009+ • p. 070 //



SECTION 2: IMPACT OF SUSTAINABILITY TRENDS, RISKS AND OPPORTUNITIES ON THE LONG-TERM DEVELOPMENT AND FINANCIAL PERFORMANCE OF SOLARWORLD AG Information on the corporate risks, corporate opportunities, targets achieved for 2008 and targets for 2009+ as well as governance meGroup Management Report • p. 048 // chanisms is provided in the management report / 2.10 /



AWARDS AWARDS AND DISTINCTIONS RECEIVED IN THE REPORTING PERIOD: BEST INVESTOR RELATIONS IN GERMANY (BÖRSE ONLINE), TOP POSITION In early 2008, the readers of the economic magazine ’Börse Online’ elected solarworld ag’s Investor Relations department the best of all TecDAX-listed companies. The survey focused on the credibility and comprehensibility of corporate communications.



GERMANY’S BEST EMPLOYERS 2008 (GREAT PLACE TO WORK INSTITUTE DEUTSCHLAND), 57TH POSITION Participating in the survey for the first time, solarworld was immediately put in a good 57th position. The ‘Germany’s best employers’ list was determined on the basis of standardized assessment criteria, the Great Place to Work Trust Index and a cultural audit among employees with HR responsibilities. Participation is voluntary. Any German or foreign company and any public or private organization employing at least 50 staff in Germany is entitled to take part.



GROWTH STRATEGY LEADERSHIP (FROST & SULLIVAN), TOP POSITION In the year under review, the top rank of the European Growth Strategy Leadership Award was awarded to solarworld asia pacific. The Frost & Sullivan consultancy awards this prize annually to honour a company that has strengthened its market position during the completed year and whose strategy has had a lasting impact on the market.



BEST PRACTICES IN SD KPI‘S (DELOITTE), TOP POSITION In the year under review, solarworld ag was again honoured for its excellent reporting quality concerning Sustainable Development Key Performance Indicators (SD KPIs). We thus asserted our position vis-à-vis companies such as BASF or TUI. As early as in 2006, we already took top position in the best reporting list drawn up by the Deloitte consultancy and auditing company in the framework of a survey. As non-financial factors, the SD KPIs contribute substantially to a company’s success. In view of the capital market professionals, the SD KPIs mentioned in the survey are of particular relevance for the development of business, the current position and the expected development of the companies.



BEST MARKETING COMPANY AWARD 2008 (BBDO CONSULTING), 3RD POSITION solarworld was put in a very good third position in the Best Practice Marketing Award 2008. The chair for innovative brand management of Bremen University and BBDO Consulting had examined 282 listed companies for their ranking. They took account of both marketing and business performance. According to BBDO, solarworld showed a convincing performance in all application areas with top technology and quality leadership. The jury explained that the fully integrated solar value chain and the individual product brands reinforce the group’s market position.



CDU NRW INNOVATION AWARD In 2008, the Christian Democratic Party (CDU) of North Rhine Westphalia (NRW) awarded the Future and Innovation Award 2008 to solarworld ag CEO Dipl.-Ing. Frank H. Asbeck. In the presence of federal chancellor Angela Merkel and state premier Jürgen Rüttgers, the CDU acknowledged Asbeck’s outstanding merits in promoting North Rhine Westphalia as a location for industry.



ONLINE INVESTOR RELATIONS BENCHMARK 2007/2008 (NETFEDERATION), 78TH POSITION The Online IR Benchmark examines the information offered on the IR websites of the 110 companies listed in the DAX, MDAX and TecDAX. The main assessment criteria are story, service, technology and design. solarworld was placed in 78th position in this ranking in the year under review.



THE 10 LARGEST GERMAN COMPANIES IN TERMS OF STOCK MARKET CAPITALIZATION (HANDELSBLATT), 58TH POSITION In 2008, solarworld clearly expanded its position year-on-year (2007: 64th position). Stock market capitalization is calculated as the number of shares of a company multiplied by the current stock price.
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BEST ANNUAL REPORTS (MANAGER MAGAZIN), 2ND POSITION (TECDAX) In the year under review, we achieved a further improvement in the annual ranking for the best annual reports prepared by manager magazin. Following a third position in 2007 and a seventh position in 2006, we were put in a very good second position in the TecDAX category. The jury, chaired by Prof. Jörg Baetge from Münster University as its scientific expert, checked the annual reports of the largest German companies in the categories contents, style and language.



DELOITTE TECHNOLOGY FAST 50 – SUSTAINED EXCELLENCE AWARD (DELOITTE), TOP THREE For the first time, solarworld was presented the Sustained Excellence Award, together with two other companies, in 2008. This category serves to honour companies having shown long-term growth, in particular thanks to their innovation capability, entrepreneurial spirit and excellent performance. Apart from the Technology Fast 50 criteria, the areas assessed are management and corporate culture, competition edge or position and financial performance indicators. The assessment criterion is the average percentage sales growth in the last five financial years (2003 to 2007). In order for a company to qualify, a substantial part of its sales has to develop by itself. The award is presented by the Deloitte consultancy company.



DELOITTE TECHNOLOGY FAST 50 AWARD (DELOITTE), 17TH POSITION solarworld ag again ranked among the strongest-growth German technology companies in 2008 and was presented an award by the Deloitte consulting company. As in previous years, we were among the 50 most successful and most strongly expanding technology suppliers. In presenting the 2008 award, the jury honoured solarworld ag’s strong growth but in particular also its innovation capability, entrepreneurial spirit, employee motivation and financial success. The award was presented in cooperation with the Capital magazine, Deutsche Börse AG and the German Association for Financial Analysis and Asset Management (DVFA).



GERMAN SUSTAINABILITY AWARD (AT KEARNEY & BBDO CONSULTING), TOP POSITION ‘MOST SUSTAINABLE PRODUCTION’, TOP 3 ‘MOST SUSTAINABLE BRAND’ In the year under review, we were the only company to receive an award in two categories with the award for ‘Germany’s most sustainable production 2008’ and the nomination as ‘Germany’s most sustainable brand’. A total of 350 companies had taken part, half of which were DAX 30 companies. The Sustainability Award is presented to honour companies linking up economic success and social responsibility in an exemplary manner. The jury honoured the consistent orientation of solarworld ag to sustainable products, sustainable production and sustainable commitment. In addition, the company showed distinct social engagement, e.g. in the form of the Solar2World projects providing people in developing countries and emerging economies with clean and safe solar power. The initiators of the Sustainability Award include the Council for Sustainable Development, the Potsdam Research Institute for Climate Effects and the Wuppertal Institute. The jury consists of 15 experts, including Prof. Klaus Töpfer, former director of the UN Environmental Program and federal minister for the environment, and Dr. Volker Hauff, chairman of the Council for Sustainable Development.



GERMANY’S STRONGEST-GROWTH COMPANIES (BAIN & COMPANY), TOP POSITION solarworld ag is Germany’s fastest-growing company 2008 (2006: 11th position). This is the result of a survey covering 280 listed companies by the Bain & Company consultancy. Aspects particularly honoured were the company’s concentration on its core business, solar power technology, and the fact that it covers the entire value chain from raw material silicon all the way to finished solar modules. The survey also covered return, return on equity, growth and sales factors. / 3.1 /



REPORTING PERIOD Calendar year 2008 (1 Jan. 2008 – 31 Dec. 2008) = fiscal year 2008



/ 3.2 /



DATE OF LAST REPORT Calendar year 2007 (1 Jan. 2007 – 31 Dec. 2007)



/ 3.3 /



REPORTING CYCLE Annual



/ 3.4 /



CONTACT FOR QUESTIONS ON REPORT OR ITS CONTENTS IR department
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PROCESS FOR DEFINING REPORT CONTENT MATERIALITY: Materiality is determined by the economic, environmental and social/societal impact of the various topics and indicators. Disclosure is practiced for the purpose of informing stakeholders. It includes the topics and indicators which significantly influence the assessments and attitudes of stakeholders. We assume in principle that all Core Indicators contain significant information for the stakeholders in all organizations. Regarding Additional Indicators, the data available were not sufficient in some cases. The other indicators were not considered relevant. The following chart shows that the Annual Report covers topics of equally high priority for society and the company. Disclosures on the remaining issues are provided in the present Annex to the Annual Group Report for fiscal year 2008.



51



SOCIAL INTEREST
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MATERIALITY MATRIX



ANNEX SUSTAINABILITY



PRESENTATION IN THE MANAGEMENT REPORT



(SHORT PRESENTATION)



(E.G. TARGETS, OPPORTUNITIES, RISKS, MANAGEMENT AND CONTROL)



ANNEX SUSTAINABILITY



ANNEX SUSTAINABILITY



(NOT REPORTED)



(COMPREHENSIVE PRESENTATION)



EFFECTS ON THE COMPANY PRIORITIES: We have included the Core Indicators to the extent possible in the light of the current data situation. In some cases we have internal data available which we are not able to disclose because they include confidential information. We are making every effort to further increase the transparency of our GRI reporting. Concerning the joint ventures, we do not yet have sufficiently detailed statistical data available. This is partly due to the fact that the joint ventures have only just started to gain relevance, e.g. our silicon production by joint solar silicon (jssi). STAKEHOLDERS: The main stakeholder groups who will use the present report are investors (shareholders, institutional investors, analysts as intermediaries). In addition, the report will serve to inform employees and customers (wholesalers, installers, final customers) and suppliers of the solarworld group. It will also be a source of information for the interested public. / 3.6 /



REPORTING BOUNDARY The general reporting boundary comprises the group with all its subsidiaries. Organizational units are included where we exercise control and substantial influence on such units. Upstream and downstream stages of the value chain outside the solarworld group are included only to a limited degree, due to lack of control and influence. Any reporting boundaries that depart from this principle are indicated for each individual point of the GRI. Control is the power to govern the financial and operating policies of an enterprise so as to obtain benefits from its activities (GRI). A significant influence is the power to participate in the financial and operating policy decisions of the entity but is not control over those policies (GRI).
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REPORTING BOUNDARY



HIGH



52



SOLARWORLD KONZERNGESELLSCHAFTEN



IMPACT



JSSI



SOLARPARC



JV SCHEUTEN & SOLARWORLD KOREA LTD



LOW



SIGNIFICANT INFLUENCE



INFLUENCE



CONTROL



Thus, the management approach also covers scheuten solarworld solicium gmbh und co. kg as well as solarworld korea ltd., while the strategic information of this report also includes joint solar silicon (jssi) verwaltungs-gmbh as well as solarparc ag. / 3.7 /



LIMITATIONS ON SCOPE OF REPORTING Limitations on scope are currently set by the reasons indicated . Further details are stressed for the individual indicators.



/ 3.8 /



3.5 Priorities • p. 214 //



JOINT VENTURES, SUBSIDIARIES, LEASED FACILITIES AND OUTSOURCED OPERATIONS Subsidiaries and leased facilities are included as a matter of principle. Joint ventures are included only where we exercise control and significant influence over these entities with respect to the indicator in question. Outsourced activities are not included (e.g. logistics companies). The report boundaries were kept constant as far as possible as against the previous year so as to guarantee comparability of the reporting periods and disclosures for different organizations. Departures from this principle are marked. The results are representative of the group, or are interpreted accordingly.



/ 3.9 /



DATA MEASUREMENT TECHNIQUES The GRI Indicator Protocols were used in reporting.



/ 3.10 /



RE-STATEMENT OF INFORMATION FROM EARLIER REPORTS In contrast to the previous year, we included information on corporate risks, corporate opportunities, targets achieved in 2008 and targets for 2009+ as well as governance mechanisms in the management report and adjusted the form of presentation.



/ 3.11 /



CHANGES IN REPORTING SCOPE, BOUNDARY OR MEASURING METHODS 65% of our Swedish subsidiary Gällivare PhotoVoltaic AB (GPV) was sold to Borevind AB. The present report will therefore no longer comprise any disclosures on this company. Our site in Munich (17 employees) was closed in 2008. No further changes of this type were effected in comparison with 2007.
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EXTERNAL ASSURANCE The present report, the group management report and the financial statements were subjected to an auditing review by BDO DeutAuditor‘s Confirmation • p. 238 // sche Warentreuhand AG Wirtschaftsprüfungsgesellschaft.



/ 4.5 /



RELATIONSHIP BETWEEN COMPENSATION FOR MEMBERS OF THE HIGHEST GOVERNANCE BODY, SENIOR EXECUTIVES, AND MEMBERS OF THE EXECUTIVE BOARD ON THE ONE HAND, AND THE ORGANIZATION’S PERFORMANCE ON THE OTHER Compensation for members of the Executive Board, senior executives and the members of top management is based on individual Corporate Management and Control • p. 067 // thus also comprises target agreements. Our integrated sustainability management sustainability aspects, but there is no separate compensation component Compensation Report • p. 061 //



/ 4.6 /



MECHANISMS FOR AVOIDANCE OF CONFLICTS OF INTEREST WITHIN THE HIGHEST GOVERNANCE BODY Conflicts of interest are avoided by the fact that the Executive Board has set up an Ethics Council alongside the Strategy Council dealing with issues of sustainable and ethical management. Corporate Management and Control • p. 067 // Corporate Governance • p. 057 // 4.16 • p. 221 // SO1 • p. 236 // As of 2009, solarworld will also nominate an ombudsman who may also be involved in the event of clashes of interests.



/ 4.7 /



QUALIFICATIONS AND EXPERTISE OF MEMBERS OF THE HIGHEST GOVERNANCE BODY WITH RESPECT TO SUSTAINABILITY TOPICS The CEO, Frank H. Asbeck, holds a degree in agricultural engineering. He was involved in development projects in Africa before setting up solarworld ag. He is a founding member of the Green Party. Philipp Koecke (Dipl.-Kfm. tech.) joined solarworld ag after working in the finance and banking sector for a number of years. Boris Klebensberger (Dipl.-Ing.) joined solarworld ag at about the time when he was finishing his degree studies. Since then he has been working intensely on matters such as improvements in production processes. Frank Henn (Dipl.-Wirtschaftsing.) has many years of experience in sales and marketing in multinational companies.



/ 4.8 /



MISSION STATEMENT, CODE OF CONDUCT, PRINCIPLES Our vision, our strategy and our Code of Conduct reflect our models in terms of economic, environmental and social/societal aspects. These models are applicable throughout the group and are implemented via our quality management and environmental management (ISO standards), our sustainability management and by exemplary behaviour on the part of our senior executives. Corporate Management and Control • p. 067 // Human Resources • p. 110 // Quality and Environmental Management • p. 087 //



/ 4.9 /



PROCEDURES OF HIGHEST GOVERNANCE BODY FOR OVERSEEING SUSTAINABILITY PERFORMANCE We started establishing integrated sustainability management in 2007 and further developed it in 2008. Our environmental management according to ISO 14001 was introduced at our Bonn and Freiberg sites in 2007 and verified for the first time in 2008. Opportunities and risks are covered by our risk management. In 2008 we further developed our Code of Conduct. We have also based our report on the GRI reporting framework for the second time this year. Our sustainability performance is thus determined on an annual basis. Human Resources • p. 110 // Opportunities • p. 147 // Risk Report • p. 126 // Quality and Environmental Management • p. 087 //
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PROCEDURES FOR EVALUATING THE HIGHEST GOVERNANCE BODY’S OWN PERFORMANCE The performance of the members of the Executive Board is assessed on the basis of individual performance agreements. Our integrated sustainability management Corporate Management and Control • p. 067 // thus also covers sustainability aspects, but there is no Corporate Governance • p. 057 // separate performance assessment in this respect.



/ 4.11 /



PRECAUTIONARY PRINCIPLE Our organization addresses the precautionary principle via our risk management, our quality and environmental management and our sustainability management. This basic orientation is also underscored by our voluntary disclosures such as GRI reporting and participation in the Carbon Disclosure Project (CDP). The SolarWorld Stock • p. 090 // Corporate Management and Control • p. 067 // Opportunities • p. 147 // Risk Report • p. 126/ // Quality and Environmental Management • p. 087 //



/ 4.12 /



EXTERNAL AGREEMENTS, PRINCIPLES OR INITIATIVES 53



EXTERNAL AGREEMENTS, PRINCIPLES OR INITIATIVES Timeframe



Locations



Established by/Including



Motivation



Code of Conduct



2007 – 2009



Group



Employees



Voluntary



Participation in the Carbon Disclosure Project (CDP)



Since 2005



Group



Institutional investors



Voluntary



Application of ISO Standard 9001



Since 2003



Bonn, Freiberg, Madrid, USA



ISO



Voluntary



Application of ISO-Standards 14001



Since 2005



Freiberg (Solar Factory)



ISO



Voluntary



Application of ISO-Standards 14001



Since 2008



Bonn, Freiberg



ISO



Voluntary



Ökoprofit®2)



2007 – 2008



Bonn



Municipalities and business community



Voluntary



PV Cycle1) Strategic Raw Materials Activities • p. 081 //



Since 2007



Group



Cell and module manufacturers



Voluntary



Since 2007



Group



NetJets



Voluntary



NetJets Climate Initiative EN17 • p. 230 //



1.2 • p. 210 //



1) Further details on our certifications are available on our website at: www.solarworld.de/sustainability 2) This project is not identical with our internal ÖkoProfit project.
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MEMBERSHIPS 54



VOLUNTARY MEMBERSHIP OF ASSOCIATIONS/ADVOCACY ORGANIZATIONS



Organization



Since



Member



Function



Camarillo Chamber of Commerce



1980



SolarWorld Industries America1 / Janet Gagnon



Member and Bronze Sponsor2



VCEDA (Ventura County Economic Development Association)



1989



SolarWorld Industries America1 / Janet Gagnon



Member2



FlaSEIA (Florida Solar Energy Industries Association)



1989



SolarWorld California LLC1 / Peter DeNapoli



Board member



SEIA (Solar Energy Industries Association)



1990



SolarWorld Industries America1 / Raju Yenamandra, Boris Klebensberger



Board member



ASQ (American Society for Quality)



1992



SolarWorld Industries America1 / Alex Mikonowitz



Senior member



ANSI (American National Standards Institute)



1997



SolarWorld Industries America1 / Alex Mikonowitz



Member



IEC (International Electrotechnical Commission) Technical Committee 82



1997



SolarWorld Industries America1 / Alex Mikonowitz



US TAG (Technical Advisory Group) Administrator (since October 2007)



UL/PV section



1997



SolarWorld Industries America1 / Alex Mikonowitz



Advisory Council member



IEEE (Int. Electrical and Electronics Engineers)



1998



SolarWorld Industries America1 / Alex Mikonowitz



Member of the PV Standards Committee



SESHA (Semiconductor, Environmental, Safety and Health Ass.)



1998



SolarWorld Industries America1 / Sergio Vasquez



Member



NFPA (National Fire Prevention Ass.)



1998



SolarWorld Industries America1 / Sergio Vasquez



Member



DGS (Deutsche Gesellschaft für Sonnenenergie) e.V., Munich



1998



SolarWorld AG



Membership



Eurosolar, Bonn



1999



SolarWorld AG



Membership



access e.V.



1999



Deutsche Solar AG



Member



FSEC (Florida Solar Energy Center)



2000



SolarWorld California LLC1 / Peter DeNapoli



Board member



Freiberger Interessengemeinschaft der Recylingsund Entsorgungsunternehmen (F.I.R.E) e.V.



2002



Deutsche Solar AG



Member



Dresdner Gesprächskreis der Wirtschaft und Wissenschaft e.V.



2002



Deutsche Solar AG



Member



Solar Alliance



2003



SolarWorld California LLC1



Member



InnoRegio Freiberg e.V.



2003



Deutsche Solar AG



Member



Bundesverband Solarwirtschaft



2003



SolarWorld AG (previously Deutsche Solar AG)



Member



Silicon Saxony e.V.



2003



Deutsche Solar AG



Member



VIK (Verband der industriellen Energie- und Kraftwirtschaft)



2004



SolarWorld AG



Member



Mid-Atlantic SEIA (Solar Energy Industries Association)



2005



SolarWorld California LLC1



Member



SEBANE (Solar Energy Business Association of New England)



2005



SolarWorld California LLC1



Member



VCREA (Ventura County Regional Energy Alliance)



2005



SolarWorld Industries America1 / Bob Beisner



Member of the Advisory Council of the Technical Committee
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219 Organization



Since



Member



Function



NorCal Solar (Northern California Solar Energy Industries Association)



2006



SolarWorld California LLC



Member



Europäischer Industrieverband für Photovoltaik (EPIA), Brussels



2006



Boris Klebensberger



Board member



Stiftung "Technische Universität Bergakademie Freiberg"



2006



Prof. Dr. Peter Woditsch



Member of the foundation council



Stifterverband für die deutsche Wissenschaft



2006



Prof. Dr. Peter Woditsch



Member of the central German regional board of trustees



International Advisory Board of the Center for Development Research (ZEF), University of Bonn



2007



Frank H. Asbeck



Member of the advisory council



Bundesverband Solarwirtschaft



2007



Frank H. Asbeck



Board member



NYSEIA (New York Solar Industry Association)



2007



SolarWorld California LLC



Member



OSEIA (Oregon Solar Industry Association)



2007



SolarWorld California LLC



Member



Museum König



2007



Frank H. Asbeck



Chairman of the board of trustees of AlexanderKoenig-Gesellschaft



Hillsboro Chamber of Commerce



2007



SolarWorld Industries America / Bob Beisner



Member



UnternehmensGrün



2007



SolarWorld AG



Member



CanSIA (Canadian Solar Industry Association)



2007



SolarWorld California LCC



Member



PV Cycle



2008



Dr. Karsten Wambach



President



Oregon University System Engineering & Technology Industry Council (ETIC)



2008



Bob Beisner



Board member



Oregon Business Association



2008



SolarWorld Industries America1 / Bob Beisner, Ben Santarris



Member



American Solar Energy Society



2008



SolarWorld Califonia LLC / Janet Gagnon



Member



CaISEIA (California Solar Energy Industry Association)



2008



SolarWorld Califonia LLC / Janet Gagnon



Member



AriSEIA (Arizona Solar Energy Industry Association)



2008



SolarWorld Califonia LLC / Janet Gagnon



Member



MSEIA (Mid-Atlantic Solar Energy Industries Association)



2008



SolarWorld Califonia LLC / Janet Gagnon



Member



TREIA (Texas Renewable Energy Industries Association)



2008



SolarWorld Califonia LLC / Janet Gagnon



Member



HSEA (Hawaii Solar Energy Association)



2008



SolarWorld Califonia LLC / Janet Gagnon



Member



MDV-SEIA (Maryland DC Virginia Solar Energy Industry Association)



2008



SolarWorld Califonia LLC / Janet Gagnon



Member



Valley Industry and Commerce Association



2008



SolarWorld Califonia LLC / Janet Gagnon



Member



Solar Oregon



2008



SolarWorld Califonia LLC / Janet Gagnon



Member



Oregon BEST (Oregon Built Environment and Sustainable Technologies Center)



2008



Gordon Brinser



Member



GTZ Biodiversity Initiative



2008



SolarWorld AG



Member



Energy Advisory Council of the City of Freiberg



2009



Prof. Dr. Peter Woditsch



Member



Corrections of contents of the Annual Group Report 2007: Membership with SEBANE (Solar Energy Business Association of New England), which started in 2005, ended in 2007. Membership with Central Coast MIT (Mass. Institute of Technology) Forum ended in the summer of 2008. 1) This includes the former Shell Solar and/or Siemens Solar and/or Arco Solar. 2) The disclosure ‘Board member’ was incorrect.
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STAKEHOLDER GROUPS 220 / 4.14 / The stakeholder groups involved in the decisions taken by solarworld are employees and customers (wholesalers, installers, final customers) and suppliers of the solarworld group. Investors (shareholders, investors) do not represent stakeholders in the strict sense of the term but are included as stakeholders in this section. Analysts and brokers as intermediaries are also included here. Stakeholders also comprise governments, municipalities, local authorities and non-governmental organizations (NGOs) as well as the interested public.



SELECTION OF STAKEHOLDER GROUPS In determining the stakeholder groups for our activities we use the following questions 1: 1. Who are we responsible for (in legal/financial/operational terms)? 2. Who is directly or indirectly affected by/dependent on our activities or the impact of such activities? 3. Who is in a position to influence (hamper/promote) or decide about implementation of our activities? 4. Who are we in close contact with or maintain close relationships with? 5. Who has voiced their opinion on issues of relevance to us? 6. Which groups (formed by demographic or other characteristics) are likely to be interested in our activities and the results of these activities? 1) Based on Mason and Mitroff, 1981, and the criteria of the AccountAbility Standards AA 1000 SES



Our main stakeholders are those we are responsible for:



STAKEHOLDER ANALYSIS



HIGH



55



EMPLOYEES



RESIDENTS/ LOCAL POPULATION CUSTOMERS SUPPLIERS



SHAREHOLDERS BANKS/CREDITORS ANALYSTS/BROKERS



PRESS



RESPONSIBILITY



/ 4.15 /



REGIONAL GOVERNMENTS, MUNICIPALITIES, LOCAL AUTHORITIES, PUBLIC AUTHORITIES



WORKFORCE REPRESENTATION BODIES, EMPLOYEE ASSOCIATIONS



THE INTERESTED PUBLIC



INTEREST



NGOs



(PROFESSIONAL) ASSOCIATIONS INDUSTRIAL TRADING GROUPS COMPETITORS



HIGH
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ENGAGEMENT OF STAKEHOLDERS The needs of all stakeholder groups are already included but analyzed to varying degrees of depth. An internal analysis is made for all stakeholder groups, based on information available within the company and in external studies. So far, final customers have only been interviewed on an adhoc basis since such surveys require a lot of time and effort. Regular surveys are made among our customers (wholesalers and installers) Trading in Modules and Systems • p. 084 // and our employees Human Resources• p. 110 // Human Resources – Future Development • p. 145 //. In the medium term, we are also planning to carry out such surveys among other stakeholder groups. We also maintain close contacts with the local authorities at our sites. Thanks to our membership in associations and interest groups as well as our cooperation schemes with scientific institutions we maintain a regular dialogue on social policy issues with stakeholders. The company is therefore aware of the stakeholders’ needs and able to take them into account in its decision-making prowww.solarworld.de/sustainability we work closely with the local stakeholders (e.g. municipalicesses. In our Solar2World projects ties and NGOs) in order to offer solutions that will give the population the maximum benefit and can be continued by the local people themselves after completion of the project. No stakeholder group was specifically involved in the preparation of the present report but we put our first report developed according to the GRI framework up for voting managed by www.corporateregister.com. We also [email protected] and [email protected]. offer all stakeholders the opportunity to contact us any time via
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STAKEHOLDERS



Main stakeholders



Instruments



Employees



Direct contact, employee surveys, works councils, company suggestions scheme



Specifically applicants



Direct contact, company presentations



Customers (wholesalers, installers, final customers)



Direct contact, annual customer survey



Suppliers



Direct contact, supplier surveys



Shareholders



Direct contact, feedback after roadshows, corporate news



Banks and creditors



Direct contact



Residents/local population



Direct contact in the event of concerns or complaints voiced; for Solar2World projects direct involvement in the project



Other stakeholders



/ 4.17 /



Analysts and brokers



Direct contact, feedback after roadshows, investor days, corporate news



Regional governments, municipalities, local authorities, public authorities



Direct contact, interviews



Non-governmental organizations (NGOs)



Networks, discussion forums



The interested public



Reporting, corporate news



Workforce representatives, employee associations



Direct contact in negotiations



(Professional) associations, industrial trading groups



Direct contact via networks, trade fairs, etc.



Competitors



Market research, informal discussions



Press



Interviews, press releases



KEY TOPICS AND CONCERNS RAISED BY STAKEHOLDERS In the reporting period, there were no extraordinary questions or concerns regarding the sustainability of our business operations not covered under other items of our GRI reporting.
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/ 5. /



MANAGEMENT APPROACH // EC, EN, LA, HR, SO, PR We intend to continue our group-wide emphasis on sustainability with the introduction of an integrated management system Corporate Management and Control • p. 067 // . In the following we will outline how the individual aspects have been included in our approach.



ECONOMIC Economic success is a fundamental condition for sustainability. It gives us the necessary freedom of action to take account of enviCorporate Management ronmental and social aspects. The Management Report provides detailed information on this dimension and Control • p. 067 // . Our commercial success also contributes to the national economy as a whole, e.g. by creating jobs and promoting sustainable energy supplies geared to the future.



ENVIRONMENTAL Environmental aspects are relevant mainly in our internal processes, especially in production. We will analyze increased involvement of stakeholders and customers. This is a major challenge in view of the market situation (oligopoly with major bottlenecks on the supplier side, and a broad customer base comprising wholesalers and installers). In order to systematically take account of environmental aspects, we introduced environmental management systems according to ISO 14001 at our facilities in Bonn and Freiberg in 2007. Quality and Environmental Management • p. 087 // It goes without saying that a crucial factor is also our product: solar power.



SOCIETY/SOCIAL Our Code of Conduct sets out our ethical principles and behavioral rules and recommendations for all employees and Board members. It defines our working practices, our procedures to ensure compliance with human rights and acceptance of our social responsibility and product responsibility. Human Resources • p. 110 // Corporate Management and Control • p. 067 // Quality and Environmental Management • p. 087 // We are planning to introduce a revised version in 2009. 57



MANAGEMENT APPROACH



Dimension



Main aspects



Economic (EC)



Economic performance Consolidated Financial Statements • p. 154 // ; market presence Competitive Position and Main Sales Markets• p. 054 // Trading in Modules and Systems • p. 084 //; direct economic effects are included in our decision-making processes through our stakeholder analyses 4.15 • p. 220 //. Thanks to our sustainable product and our growth (e.g. creation of jobs), the indirect economic impact of our business operations is to be assessed as positive.



Environmental (EN)



The use of materials is controlled by our procurement management Procurement • S. 080 //. Energy, water, emissions, discharge water and waste are issues controlled by our environmental management system Quality and Environmental Management • S. 087 //. Biodiversity is an aspect taken into account in planning new production sites. Our sales offices are not located in regions where they might impair biodiversity. Our products and services are compatible with the sustainability approach. Most of our packaging materials are recycled EN27 • p. 231 //. Compliance with legal provisions is a key priority for us. This www.solarworld.de/sustainability. Transportation services are is also governed by our Code of Conduct performed by logistics service providers. The associated environmental effects are to be covered more comprehensively in our reporting. Overall, these aspects are handled by our environmental management. Our Code of Conduct for Suppliers (as of 2009) will oblige our business partners to comply with all applicable environmental laws, provisions and standards and operate an efficient system to identify and remedy potential risks to the environment. Moreover, our suppliers are requested to ensure compliance with these standards by their sub-contractors and other business partners.
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Society/social (LA)



Employment, employee-employer relationship, initial and further training, health and safety, diversity and equal opportunities are part of our personnel strategy Human Resources • p. 110 // Human Resources – Future Development • p. 144 //. Health and safety forms an element of our quality management system. Quality and Environmental Management • p. 087 //. Diversity and equal opportunities are issues also covered by our Code of Conduct www.solarworld.de/sustainability. Health and safety provisions, precautionary measures for operational failure, statutory pay and working hours as well as a ban on discrimination are also aspects covered by our Code of Conduct for Suppliers (as of 2009). Moreover, our suppliers are requested to ensure compliance with these standards by their sub-contractors and other business partners.



Society/social (HR)



Investment and procurement practices, equal opportunities, freedom of association and right to collective bargaining as well as a ban on child labour, forced and compulsory labour are governed by our Code www.solarworld.de/sustainability and will be included in training schemes for executives. of Conduct Human rights clauses and the abolition of child labour and forced labour are included in our Code of Conduct for Suppliers (as of 2009). Moreover, our suppliers are requested to ensure compliance with these standards by the sub-contractors and other business partners. Any complaints are handled directly by the respective superior and/or the HR department. In order to maintain anonymity, a solarworld ombudsman will be available as of 2009. We offer training schemes for safety practices with regard to our business operations but we do not offer any specific training programs involving human rights aspects for our security staff. We respect the rights of indigenous people. To date there have not been any conflict constellations.



Society/social (SO)



Community, corruption, politics, anti-competitive behaviour and compliance with the law are issues goverwww.solarworld.de/sustainability. We also prevent corruption by means ned by our Code of Conduct of the provision concerning inadmissible payments and bribery in our Code of Conduct for Suppliers (as of 2009). Moreover, our suppliers are requested to ensure compliance with these standards by their subcontractors and other business partners.



Society/social (PR)



Customer health and safety, product and services labelling, advertising, protection of customer data and www.solarworld.de/ compliance with legal provisions are issues governed by our Code of Conduct sustainability



Dimension



Targets and performance



Economic (EC)



Group Management Report • p. 048 //



Ecological (EN)



Quality and Environmental Management • p. 087 //



Society/social (LA) Society/social (HR) Society/social (SO) Society/social (PR) Dimension



Corporate Management and Control • p. 067 // Human Resources • p. 110 // Human Resources – Future Development • p. 144 // Corporate Governance • p. 057 //



Policies



All dimensions



Suppliers have to respect the Code of Conduct for Suppliers (as of 2009) of solarworld.



Economic (EC)



Quality and Environmental ManageTaken into account in the framework of our quality management ment • p. 087 // . Behavioural rules, e.g. concerning anti-corruption or fair competition, are set out in our www.solarworld.de/sustainability. There are no specific policy guidelines on SolarWorld’s Code of Conduct economic obligations.



Ecological (EN)



Taken into account in the framework of our environmental management system Quality and Environmental Management • p. 087 //



Society/social (LA) Society/social (HR) Society/social (SO) Society/social (PR)



Defined in the framework of our Code of Conduct www.solarworld.de/sustainability. It also covers internationally recognized standards, e.g. those of the United Nations, the ILO and the Vienna Declaration.
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Dimension



Responsibility



All Dimensions



1st level – Executive Board, 2nd level – Managing Directors



Environmental (EN)



3rd level – Divisional Manager and Environmental Manager



Society/social (LA) Society/social (HR)



3rd level – Divisional Manager and Quality Manager



Society/social (SO)



3rd level – Divisional Manager



Society/social (PR)



3rd level – Divisional Manager and Environmental Manager



Dimension



Training schemes and awareness-raising programs



Environmental (EN)



Implemented by our quality and environmental management. Apart from this, our employees tend to show a very high level of environmental awareness due to the nature of our business operations.



Society/social (LA)



We already implement training schemes on health and safety. The additional topics will be included in our executive training programs in future.



Society/social (HR) Society/social (SO) Society/social (PR)



To be integrated in our executive training programs.



Dimension



Monitoring and follow-up



Environmental (EN)



Monitoring activities are carried out by each individual site on its own. Corporate environmental goals were defined in 2008 and were checked at year-end in 2008. More specific measures are taken at the individual locations. The Freiberg and Bonn sites have been certified according to ISO 14001 . Quality and Environmental Management • p. 087 //



Society/social (LA)



Monitoring is effected at the individual sites. Internal surveys were implemented in 2008. Measures to be taken by the Board and the HR department were derived from these surveys.



Society/social (HR)



Monitoring and follow-up are partly initiated by the HR departments and partly directly at top management level.



Society/social (SO)



Monitoring and follow-up at top management level.



Society/social (PR)



Monitoring and follow-up are initiated by the corresponding departments and reported to the top management level.



Dimension



Key successes



Environmental (EC)



Group Management Report • p. 048 //



Ecological (EN)



Research and Development • p. 116 //



Society/social (LA) Society/social (HR)



Employees • p. 110 //



Society/social (SO) Society/social (PR)



Corporate Governance • p. 057 //
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Dimension



Key shortcomings



All Dimensions



We were not yet able to disclose comprehensive information on each individual indicator since some of the data is not available to us in the required form.



Dimension



Key opportunities and risks



All Dimensions Environmental (EC)



Risk Report • p. 126 //



Ecological (EN)



Opportunities for solar energy arise from the increasing scarcity of fossil fuels and continuing climate change EC2 • p. 227 // Risks are inherent in production but have to be considered as low in comparison with other sectors. They are mapped and controlled via our environmental management Quality and Environmental Management • p. 087 // and our health and safety management.



Society/social (LA) Society/social (HR) Society/social (SO) Society/social (PR)



Opportunities arise from our positioning as a group acting responsible in international competition. Risks arise on the potential loss of credibility and sanctions that would be imposed if fundamental principles were violated.



Dimension



Major changes to systems or structures in the reporting period in order to improve performance



Economic (EC)



Group Management Report • p. 048 //



Environmental (EN) Society/social (LA) Society/social (HR) Society/social (SO)



Human Resources • p. 110 // Important Events during the Business Year • p. 078 // Business Development 2008 • p. 072 //



Society/social (PR)



Corporate Governance • p. 057 //



Dimension



Key strategies and procedures for implementing policies or achieving goals



Economic (EC) Environmental (EN)



Quality and Environmental Management • p. 087 //



Society/social (LA) Society/social (HR) Society/social (SO) Society/social (PR)



Corporate Governance • p. 057 //



More detailed explanations of our management systems are provided in the management report. Group Management Report • p. 048 //
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The error margin (i.e. potential inaccuracies in estimates or measurements) in our quantitative data is so small that it does not impair decision-making by stakeholders. The quantitative statistical error tolerance cannot be calculated. More detailed information on the methods is provided for each of the estimates outlined below.



ECONOMIC PERFORMANCE INDICATORS / EC1 /



CORE // DIRECT ECONOMIC VALUE GENERATED AND DISTRIBUTED 58



VALUE CONTRIBUTION



Directly generated financial value



Value 08



Value 07



969,978 k€



762,328 k€ (10,596 k€)



Sales revenues including discontinued operations + Other operating earnings + Net result from shares value at equity + Interest earnings



-586,209 k€



-472,965 k€ (-10,893 k€)



Changes in inventories of finished goods + Own work capitalized + Cost of materials + Depreciation/amortisation + Other operating expenses



c) Salaries and company benefits



-90,130 k€



-75,004 k€ (-2,952 k€)



Staff cost



d) Payments to capital providers



-104,970 k€



-38,449 k€ (-75 k€)



Interest expenses



-56,428 k€



-64,178 k€ (-905 k€)



Income taxes; for split between domestic and international Consolidated Financial Statements• p. 174 //



a) Revenues



Comments



Distributed financial value b) Operating costs



e) Payments to government



f) Investments in the community 1) Retained financial value



-277 k€



-364 k€



131,964 k€



111,368 k€ (-4,229 k€)



Donations



1) Donations in money and in kind (donations to political parties are not included)



Comments on the Individual Items of the Icome Statement • p. 171 // Reasons for partial reporting: Data on this indicator disclosing more information than our group management report and group financial statements are confidential (Explanation Type 3). Moreover, we do not break results down by country and region because we currently do not regard these as significant, and we put group performance in the foreground. In the framework of the commissioning of our US production in Hillsboro and our production in South Korea, this topic will gain relevance (Explanation Type 1).
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/ EC2 /



CORE // FINANCIAL IMPLICATIONS DUE TO CLIMATE CHANGE We take account of the opportunities and risks related to climate change for our business activities. The World Electricity Market • p. 072 // Opportunities arise from the upswing in the market for renewable energies, with competitive advantages over conventional forms of energy. Opportunities • p. 147 // Risks for companies are higher insurance premiums due to more frequent storms/fires/ drought periods. The financial consequences of climate change were not estimated on a detailed quantitative basis because they are to be considered as positive overall in view of the nature of our business activities. Our company is not exposed more strongly than other companies to risks such as damage from more frequent storms/fires or costs resulting from drought periods and flooding. Current risks are largely covered by our insurance policies. Risk Report • p. 126 //



/ EC3 /



CORE // COVERAGE OF ORGANIZATION’S DEFINED BENEFITS PLAN In general, solarworld leaves it up to its employees to make their own decisions on how to save for retirement. In Germany, solarworld ag offers a company pension scheme for employees in the form of “direct insurance” and the “pension fund”, either funded by the employer or with transformation of salary into pension rights (with employer subsidy). Employees who were employed at the former Munich site are entitled to “direct pension commitments”, funded directly by the company. In 2008 the commitments amounted to 7,912 (previous year: 7,8231) k€ . Noncurrent and Current Provisions • p. 187 // There is also a separate fund for the payment of liabilities for the company pension scheme for a small number of senior executives, but this fund is not considered to be material ( 
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