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“REC's third quarter 2014 was impacted by a seasonal slowdown in Europe, softer
market conditions in Japan and high activity level in the US market. Currency
movements are increasingly impacting the relative attractiveness of our key markets.

Our recent product launch of Peak Energy 72 cell and Peak Energy Z-Link series has
resulted in the closing of several major contracts in the US market, in particular with
Recurrent Energy, SolarCity and SunRun. We have also launched our Twin Peak series
which is targeting the residential and commercial market.

Our furnace upgrade and module expansion is progressing according to plan and we
retain strong focus on reducing our solar panel cash costs/Wp. We are confident that
we will be able to continue to reduce costs and develop our product offering over the
coming years and retain our competitiveness.’

Martin Cooper
CEO
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RECSTRENGTHENS ITS
POSITION IN THE US MARKET

HIGHLIGHTS:
REC has signed several major long term contracts in the US residential and utility market

Module revenues of USD 149.1 million, down 9.3% from Q2 2014 due mainly to the seasonal
slowdown in Europe

Module EBITDA of USD 15.1 million at 10.1% of revenue in line with company expectations.
Module EBITDA 30% lower than last quarter as Q2 included exceptional receipts

248 MW of module production, up 7.1% from Q2 2014
Solar panel cash cost down USD ~1 cents/Wp from Q2 2014 (excluding exceptional items)
REC's sales price for solar panels down with 2.2% from Q2 2014
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FINANCIAL HIGHLIGHTS

REC has only one reportable segment. Although the System business is
not significant enough to constitute a separate operating segment, the
following table separates the ordinary Module business from the
System business in order to give the reader a better understanding of
the different performance levels between the two operations.

1JAN2014TO
(USD INMILLION) 032014 022014 30SEP 2014
Module Business 149.1 1643 483.2
TotslRevenwes 1491 1758 5003
Module Business 151 216 527
DystemBusiness e O 00 04
Depreciation and amortization (4.8) (5.0) (15.4)
EBIT 10.1 16.1 36.9
Profit before tax 237 17.4 523
Profit after tax 225 16.2 49.7
EBITDA Margin
Module Business 10.1% 13.2% 10.9%
DYStemBUSINSS e N T3P 22T
Earnings per share (In USD)
-basic 0.56 041 1.24
-diluted 0.56 041 1.24

InQ3 2014, REC revenues were USD 149.1 million, down from USD
175.8 millionin Q2 2014.

The Module business earned revenues of USD 149.1 millionin Q3 2014,
down from USD 164.3 million in the previous quarter. The reduction in
module revenues is mainly due to seasonal slowdown in Europe and
softer market conditions in Japan. The average module selling price for
the Module business was down by 2.2% compared to Q2 2014 while the
sales volume was down 7.1%. Total solar panel production was 248 MW
in Q3 2014, up 7.1% from the previous quarter.

The finished solar panel inventory value at the end of Q3 2014 was
approximately USD 110.5 million (excluding inventory for System
business), increasing by 22.9% from Q2 2014. The increase in solar
panel inventory reflects the increased production of solar panels and
lower sales volume in Q3 2014 compared with Q2 2014.

The System business did not generate any revenues in Q3 2014, down
from USD 11.5 million in the previous quarter when REC sold its Italian
rooftop portfolio.

InQ3 2014, REC's EBITDA was USD 15.0 million, down fromUSD 21.1
millionin Q2 2014 and EBITDA margin was 10.0% compared to 12.0%
inQ22014.

The Module business Q3 2014 EBITDA was USD 15.1 million, down
from USD 21.6 millionin Q2 2014. The decrease was primarily due to
recognition of property tax reimbursement of USD 7.4 million and USD
2.7 millionininsurance reimbursement in Q2 2014.

The System business' EBITDA was a loss of USD 0.1 millionin Q3 2014,
compared to aloss of USD 0.5 millionin Q2 2014.

MARKET DEVELOPMENT

Average global solar panel prices fell by approximately 4.6% from Q2
2014 to Q3 2014 while the average selling price for REC's solar panels
fell by approximately 2.2% from Q2 2014 to Q3 2014.

The global solar panel demand is expected to have been 11.9 GWin Q3
2014, up 20% from Q2 2014, according to IHS. The Chinese and US
market had the highest growth among the main regions with demand
development in Japan more flat.

The high activity level in the UK market has partially offset the seasonal
slowdown in the European market. REC's European sales in Q3 2014,
measured in MW, declined by 17% from Q2 2014, but increased by 40%
relative to Q3 2013.REC sold approximately 53% of its modules in
Europe in Q3 2014. The UK and Germany were the two most important
markets for REC in Europe.

REC has strengthened its position in the US market during the past
months. It has secured ~685 MW in orders for the US market with delivery
from Q4 2014 until Q1 2016, including the recent contract signings in
October 2014 with SolarCity and Recurrent Energy. REC started shipping
its REC Peak Energy Z-link panels to SolarCity in late Q3 2014.

REC's sales in Q3 2014, measured in MW, to the Japanese market
declined with 17% from Q2 2014, and by 29% relative to Q3 2013.
Increased competition and unfavourable currency development has led
to lower REC sales in the Japanese marketin Q3 2014.

Currency movements are impacting the relative attractiveness of our
key markets. The strengthening of the USD currency versus other
currencies has increased the importance of the US market.

DEPRECIATION AND AMORTIZATION
Depreciation and amortization amounts to USD 4.8 millionin Q3 2014
compared to USD 5.0 millionin Q2 2014.

NET FINANCIAL ITEMS

Net financial items amount to a gain of USD 9.8 millionin Q3 2014 compared
toagainof USD 1.1 millionin Q2 2014. The increase is mainly due to gains
resulting from mark-to-market valuation of forward currency exchange
contracts and unrealized currency gains fromrevaluation of net assets.

TAX

Income tax expense for Q3 2014 amounted to USD 1.2 million
compared to USD 1.1 millionin Q2 2014. The tax in Q3 2014 is mainly
related to income from equity accounted investments.

TECHNOLOGY AND R&D
The Group incurred R&D expenses of USD 4.7 millionin Q3 2014,
compared to USD 3.1 millionin Q2 2014.

REC has research and development activities for solar grade silicon
wafers, solar cells, and solar panels, which are carried out in close
collaboration with the production organization in Singapore. In addition,
there are field test programs to evaluate performance of panels under
real-life conditions.



In the wafer area, one major technology development program targets
further improvements in directional solidification of silicon for high
performance multi crystalline wafers. A series of potential
improvements are driven through innovative design of furnace
nucleation in order to minimize the generation of dislocation defects in
the wafer bulk. The program aims to increase both productivity and cell
efficiency. Within this area, REC is also testing options for reducing the
cost of solar grade silicon feedstock, by introducing new methods that
yield high quality wafers throughout the silicon brick lengths. The other
major wafer project focuses on wafer sawing processes. A new sawing
process with both improved productivity and yield has been introduced
in this quarter. This process is also characterized by very efficient use of
slurry volumes, which significantly reduces a high cost factor in the
wafering process. The process development has been completed with
excellent results, and it is now introduced in commercial production for
several wafer saw units. The full conversion is expected to be completed
around the end of the year. REC is working to replace the current
expensive slurry processing system with a much cheaper technology.

The solar cell development projects focus on technologies for further
improvements of the cell efficiency by reducing losses in the front part
of the cell and implementation of rear surface passivation layers. One of
REC's cell production lines has been configured for producing
multicrystalline silicon cells with rear surface passivation layers (PERC
cells), and more lines will be converted when this cell type is introduced
in the new “TwinPeak” module products. REC's multicrystalline PERC
cells have both higher efficiency and better energy yield than standard
cells, and the production costs are only marginally higher than
conventional cells. AILREC cell lines can in principle be converted to lines
for producing PERC cells with moderate investments and short
conversion times.

The solar panel technology is industry-leading for panels using
multicrystalline silicon cells both with respect to measured solar panel
efficiency and with respect to production of electricity in actual
installations. The technology development projects target improved
performance by reducing electrical losses and improving efficiency.
These technologies include cells with four busbars, modules with split
junction boxes, and a module design with cells cut into two rectangular
cells. Altogether, these improvements together with cell technology
improvements can increase module power by more than 10 Wp. All
technologies are intended to be implemented in the new “TwinPeak”
modules that will be manufactured with the new module production
lines, while some technology elements also will be gradually introduced
in the existing module production lines.

REC leverages its integrated production capability (wafer to modules) in
order to be cost efficient, to increase solar panel power output, and to
maintain solar panel reliability and quality.

NET CASH FLOW

At 30 September 2014, REC's cash balance was USD 73.2 million. This
compares to the cash balance on 30 June 2014 of USD 97.1 million. The
decrease is due to negative cash flow mainly caused by an increase in
working capital. The capital expenditures inQ3 2014 were USD 11
million for property, plant and equipment. The main expenditures are
related to furnace upgrades and the debottlenecking of the existing
production lines.
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OUTLOOK

Alltargets are subject to changes in market conditions and operational
performance.

MARKET OUTLOOK
Demand visibility continues to be low. Industry analysts expect global PV
demandin 2014 to be between 45 -50 GW.

Strong demand in China, US and UK expected to lead to global PV
installations of 15 GWin Q4 2014 according to IHS. Installations in
China are expected to grow by 30% from Q3 2014 to Q4 2014 and are
expected to account for 37% of global demand in Q4 2014.

PVinstallations in Europe are expected to grow by 21% from Q3 2014
to Q4 2014 and are expected to account for 19% of global demand in
Q4 2014. The UK PV market is expected to have high activity in Q4
2014.The ROC scheme in UK for PV projects larger than 5 MW ends on
1 April 2015.

PV installations in US are expected to grow by 12% from Q3 2014 to
Q4 2014 and are expected to account for 17% of global demand in Q4
2014. The main growth in the US market over the next years is
forecasted within the residential and commercial segments. The US
market is gaining increased importance for REC. REC's 300 MW module
capacity expansion in 2015 is expected to facilitate significant increase
in REC's shipments to the US market.

Recent events have created more uncertainty regarding the
development of the Japanese market. Several Japanese utility
companies have announced that they will restrict access of PV projects
to the grid. The utility companies will review how new capacity can be
added to the grid. REC expects softer market conditions in Japan in Q4
2014 due to increased competition and unfavorable currency
development.

The solar industry has moved towards a more balanced supply-demand
ratio, but it is still maintaining some excess production capacity. Global
solar panel prices are expected to be relatively stable in the Q4 2014
due to stronger global demand.

The solar industry has moved towards a more balanced supply-demand
ratio, but it is still maintaining some excess production capacity. Ongoing
trade disputes and political uncertainties could influence the supply and
pricing landscape.

MANUFACTURING

Based on the current operational forecast, REC expects to produce
~255 MW of solar panels in Q4 2014 compared to 248 MWin Q3 2014.
The total module productionin 2014 is expected to be ~950 MW.REC
expects to produce ~829 MW of wafers and ~736 MW of cells in 2014.
The production of cells in 2014 has been negatively affected by the fire
at the manufacturing facility in March 2014.

REC has converted one manufacturing “train” during Q3 2014 to
implement specific framing requirements for SolarCity and its Zep
mounting system. REC started shipping REC Peak Energy Z-Link series
panels to SolarCity at the end of Q3 2014.



6 REC third quarter 2014

REC expects to start shipment of its 72 cell panels to the US at the end
of Q4 2014. The expansion of the product scope to 72 cell panels for the
US market requires some changes to existing module lines.

REC announced at the end of Q3 2014 the launch of its' REC TwinPeak
Series. The panels will be rated up to 275 Wp and be targeted for
rooftops in the growing residential, commercial and industrial markets.
Based on an innovative design that provides more power output per
square meter, the new panel features 120 half-cut multicrystalline cells,
four bus bars, passivated emitter rear cell (PERC) technology, and a split
junction box. Together, these technologies enhance power output by
around 10 Wp per panel.

Summary of 2014 year end manufacturing capacity:

- Wafer: 880 MW. First phase of furnace upgrade expected to be
completed in 2014. Second phase of furnace upgrade to 950 MW by
2H 2015 expected to start at the beginning of 2015

- Cells: 770 MW

- Modules: 1.0 GW

Expansion on schedule to reach 1.3 GW module production capacity by
2H 2015. The capacity expansion includes the phase-in of two new lines
in 1H 2015. These new lines will facilitate introduction of new and
proven technologies and broaden the product offering to REC's client
base. REC s expected to improve its premium quality and realize next
generation REC modules with lower cost, higher power and improved
reliability.

COSTDEVELOPMENT AND CAPEX

Q3 2014 solar panel cash costs, excluding exceptional items, are down
to ~USD 62 cents/Wp. REC expects to achieve solar panel cash cost of
USD 61 cents/Wp in Q4 2014. REC expects to achieve solar panel cash
cost of ~USD 60 cents/Wp in December 2014.

REC will continue its cost reductions in 2015 through:

- Increased furnace and module output;

- Cell efficiency improvements; and

- Continued OMCreductions and operational improvements.

Q4 2014 capex expenditures are expected to be USD 22 million. The

main investments include:

- Improved furnace configuration that will debottleneck the wafer production
lines, increase ingot capacity by approximately 200 MW and reduce
externalingot purchases;

- Other small projects relating to enhance technology, improve production
flow and factory maintenance; and

- Two additional module lines in the factory to increase module capacity by
300 MW. Around two-thirds of the required investment of USD 30 millionis
expectedtobe completedin 2014.

RISKS AND UNCERTAINTIES

The Company emphasizes that the information included herein contains
certain forward-looking statements that address activities, events or
developments that the Company expects, projects, believes or anticipates
will or may occur in the future. These statements are based on various
assumptions made by the Company, many of which are beyond its control
and all of which are subject to risks and uncertainties. The Company is
subject to alarge number of risk factors including but not limited to the
development of global energy market prices, continued government
subsidies and incentives, trade disputes, changes in governmental
regulation, rapid technological change and the attractiveness of REC
Solar's technology, competitive pressure in the industry and ability to
continuously improve its manufacturing processes and product qualities.

For a further description of other relevant risk factors we refer to the
prospectus for the REC Solar ASA share offering, dated 3 October 2013.
As aresult of these and other risk factors, actual events and actual results
may differ materially from those indicated in or implied by such forward-
looking statements.
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CONSOLIDATED FINANCIAL STATEMENTS
INCOMPLIANCE WITHIAS 34

REC Solar ASA was incorporated on 15 July 2013. From this date until 25 October 2013, the Company had no trading activity. It was listed on Oslo
Stock Exchange on 25 October 2013, the same day that it acquired the solar entities previously owned by REC Silicon ASA. REC's first annual report
will be prepared for the period from 15 July 2013 to 31 December 2014.

The following pages from 7 to 17 present the consolidated financial statements in compliance with IAS 34 (non-audited).

CONSOLIDATED BALANCE SHEET
REC

(USD INMILLION) NOTES 30SEP 2014 30JUN 2014 31DEC2013

ASSETS

Non-current assets

‘‘‘‘‘‘‘‘‘‘‘‘‘ B I T R—

"""""""""""""""""""""""" 2 153 175 19.7

Land and buildings 2 304 312 333
Machinery and production equipment 2 345 382 406
Other tangible assets 2 29 3.0 33
Assetsunder construction 2 167 11.0 0.9
"""""""""""""""""""""""" 2 845 834 781

e e 129 133

"""""""""""""""""""""""" o 56 0.2

Equity accounted investments 12 35 35 132
Investments in shares (available for sale) 12 4.2 4.5 -
Other non-current receivables e 1 27 28 31
""""""""" 105 10.8 16.3

"""""""""""""""""""""""" or 07 16

o 22w i

lventories T 1072 939 1051
Prepaid lease 0.6 0.6 0.6
Prepayments 118 35 26
Trade and other receivables 10 133.0 1295 1439
Current tax assets 09 0.8 0.9
Current derivatives 3 7.8 0.8 -
Restricted bank accounts 15 15 0.1
Cash and cash equivalents e 732 971 67.2
335.9 327.8 320.5

Total assets 4583 4586 4497
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CONSOLIDATED BALANCE SHEET

REC

(USD INMILLION) NOTES 30SEP 2014 30JUN 2014 31DEC2013

EQUITY AND LIABILITIES

Shareholders' equity
“Share capital 67 67 6.7

Other paid-in capital 1246 1246 1246
 Paid-in capital _ 131.4 131.4 131.4
_ Other equity and retained earnings 1093 109.3 01
~ Other comprehensive income for the period -219 28 29
 Profit and loss for the period 49.7 272 106.2
_Total shareholders' equity 2684 265.0 240.6

Non-current liabilities
i R —
_Total non-current liabilities 924 96.1 95.0
Current liabilities

Trade payables and other liabilities 90.9 93.2 109.9

Provisions 5 27 3.4 36

Current tax liabilities 39 0.8 05

Other derivatives 3 - 03 -
Total current li:.%a:bilities ‘ 974 976 1141
Total liabilities 189.8 1937 209.1
Total eqity and liabilities 4583 4586 4497
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CONSOLIDATED STATEMENT OF INCOME
REC

1JAN2014T0
(USD INMILLION) NOTES Q32014 Q22014 30SEP 2014

Revenues ) o 1491 17538 500.2
 Cost of materials ) - 879 1233 3082
Changes in inventories and write downs 9.7 129 146
Employee benefit expenses -223 -20.9 -64.7
Other operating expenses -34.1 -26.0 -92.3
Other income and expenses 7 0.4 27 26

EBITDA - 150 211 523
“6ébreciation H o 37 38 -11.9
Amortization 2 -1.2 -1.2 -35
o B T 154
) 101 16.1 36.9
) 12 38 02 3.8
Financial income - - 0.1
Net financial expenses -03 -0.1 -0.6
Net currency gains/losses 23 0.6 39

otal depreciation and amortization

Net gains/losse; other fininstruments 77 06 83

Net financial items 98 11 117

Profit before tax 237 17.4 523

Income tax expense ) -1.2 -1.1 -2.6

Profit ) 25 162 49.7

225 16.2 497

056 041 1.24
056 041 124
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
REC

1JAN2014TO
(USD INMILLION) Q32014 Q22014 30SEP 2014
“Er‘gf‘i";'fg‘r“t'he period '22.5 }6.2 49.7
Other comprehensive income, net of tax:
currency translation diffg[gpggg of foreign operations taklﬁgp‘fgggquity """""""" T‘I'L‘9Al H:2.2 -219
"""""""""""""""" Sum of items that may t';gur'gg‘lggsiﬁed subsequently to p[gfif{cﬂqkr‘loss j‘l9Al H:2A2 -219
..‘T.?F?‘I,‘ch?f comprehensive income fg;“g‘h‘g'p‘eriod """"""""""""""" j‘l9.1 H:2.2 -21.9
Total comprehensive income for theperiod ""3.4 }4.0 27.8
..I(.)".c‘a“lug‘gkr‘ljprehensive income for thg"p‘g'r‘i'g‘d‘ attributableto
“‘Qy\./‘n‘g'r‘sﬁgf“REC SolarASA ""3.4 "14.0 278
CONSOLIDATED STATEMENT OF CHANGES INEQUITY
REC
ATTRIBUTABLE TO EQUITY HOLDERS OF REC SOLAR ASA
SHARE OTHER PAID-IN TOTAL PAID-IN OTHER COMPREHENSIVE TOTAL
(USD INMILLION) CAPITAL CAPITAL CAPITAL EQUITY INCOME EQUITY
67 1246 1314 ) or 109 2406

TS 78 278
At 30 September 2014 67 1246 1314 01 1370 2684
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CONSOLIDATED STATEMENT OF CASHFLOWS
REC

1JAN2014TO
(USD INMILLION) Q32014 Q22014 30SEP 2014
Profit before tax for the period 237 174 523
Adjustments for:
Depreciation and amortization 49 51 154
Loss on sales of property, plant and equipment - - 03
Change in fair value of derivatives -7.8 - -7.8
Share of gain/loss of equity accounted investments -3.8 -0.2 -3.8
Changes in trade and other receivables -18.0 -185 -235
Changes ininventories -21.0 24 -9.8
Changes in trade and other payables 4.4 9.7 -123
Changes in provisions ) 21 06 3.2
Net cash flow from operating activities ) -155 16.5 14.0
Cash flows from investing activities ) )
Proceed from equity accounted investments 5.4 6.7 121
Acquisition of property, plant and equipment and intangible assets -11.0 -10.2 -25.8
Proceeds from sales of property, plant and equipment 0.1 - 01
Proceeds from government grants ) o - 116
Net cash used in investing activities ) 55 35 -2.0
Cash flows from financing activities ) )
Net cash flow from financing activities ) o - -
Net increase in cash and cash equivalents 210 130 120
Effect of exchange rate fluctuations ) 29 24 -6.0
Cash and cash equivalents at the beginning of the period "9‘7.1 865 67.2

Cash and cash equivalents at the end of the period ) 732 ) 971 732
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NOTES

1 GENERAL

BASIS OF PREPARATION
The financial statements are prepared in USD, rounded to the nearest 0.1 million, unless otherwise stated. As a result of rounding adjustments,
the figures in one or more rows or columns included in the financial statements may not add up to the total of that row or column.

ACCOUNTING POLICIES
Details of the accounting policies can be obtained in the Appendix of this report.

2 PROPERTY, PLANT AND EQUIPMENT AND INTANGIBLE ASSETS

MACHINERY OTHER PROJS;'IA; TOTAL

LAND AND AND TANGIBLE ~ ASSETSUNDER PLANTAND INTANGIBLE
(USD INMILLION) BUILDINGS EQUIPMENT ~ FIXEDASSETS ~ CONSTRUCTION EQUIPMENT ASSETS TOTAL
Carrying value at 1 January 2014 333 40.6 33 0.9 78.1 197 97.8
Exchange differences -2.6 -3.0 -0.2 -0.9 -6.8 -13 -8.1
Net additions ¥ 23 6.2 0.5 16.8 258 - 25.8
Disposals -0.3 -0.2 -0.1 - -0.5 - -0.5
Depreciation and amortization ? -2.2 -9.2 -0.6 - -12.0 -3.0 -15.1
Carrying value at 30 September 2014 . 304 A5 29 167 845 153 998
At 30 September 2014
Cost price 33.0 35 985 188 117.4
Accumulated depreciati r)/;mortization/impairmenfgH 175
Carrying value at 30 ember 2014 998

' Net additions include transfers from assets under construction

2 Amortization for Total Intangible Assets does not include amortization o f prepaid lease

IMPAIRMENT REVIEWS
Inrecognising the recently completed fair value assessment of the Group's property, plant and equipment and intangible assets acquired on 25
October 2013, REC assessed that there is no impairment loss indicators on the Group's property, plant and equipment and intangible assets.

3 DERIVATIVES

REC is exposed to foreign currency exchange rate risks, especially with regards to the EURO, Singapore Dollar and US Dollar. In order to
minimize the total risk to currency volatility, REC entered into currency forward contracts for a part of its future cash-flows. The Foreign
Exchange forward contracts are not designated as hedging instruments and are entered into with maturity dates ranging from 1 monthto 12
months, where changes in fair value are dealt with through profit and loss.
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Fair values and carrying amounts

30SEP 2014 30JUN2014
(USD INMILLION) ASSETS LIABILITIES ASSETS LIABILITIES
Foreign exchange forward contracts 7.8 - 0.8 0.3

Distribution of derivatives

30SEP2014 30JUN2014
(USD INMILLION) ASSETS LIABILITIES ASSETS LIABILITIES
Total non-current derivatives - - - -
Total current derivatives A T S

The fair value hierarchy of the derivatives is level 2. Market values are calculated using mid-rates (excluding margins) as determined by the
bank where the derivatives contracts are entered based on available market rates at present.

Contractual cash flows in foreign exchange forward contracts as at 30 Sep 2014

2014 2015

(CURRENCY IN MILLION) FXFORWARD FXFORWARD
Bought currency USD/EUR 20.7 60.2
SGD/EUR 258 747

The table above shows contractual currency amounts by year of maturity. Positive (negative) amounts are the principal amount of the first
currency mentioned bought (sold) forward with payment (receipt) of the second currency.

The table below shows the same contracts, but summarizes the future currency exposure in total for contractual cash flows in foreign
exchange forward contracts as at 30 September 2014.

Future currency exposure, bought currency (+), sold currency (-) per year as at 30 Sep 2014

usb EUR SGD usb EUR SGD
(CURRENCY IN MILLION) 2014 2014 2014 2015 2015 2015
USD/EUR 207 150 : 60.2 450 :
EUR/SGD . 150 258 - 450 747
Total 207 300 258 602 900 747

At 30 September 2014, REC estimated net positive external future cash flows in EUR and net negative cash flows in USD and SGD.REC s
hedging parts of these cash flows by entering into derivative transactions for purchase of USD/EUR and SGD/EUR.

Fair value of foreign exchange forward contracts as at 30 Sep 2014

2014 2015

(USD INMILLION) FXFORWARD FXFORWARD
Bought currency USD/EUR 17 33
SGD/EUR 13 16

The table above shows a specification of fair values equaling carrying amounts, at 30 September 2014 of currency derivatives distributed by
year of maturity and currency.
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4

INVENTORIES
(USD INMILLION) 30SEP 2014 30JUN 2014 31DEC 2013
Stock of materials, merchandise, production supplies 333 34.2 179
Spare parts 131 135 120
Work in progress 2.8 26 9.8
Finished goods 579 436 65.4
Total 107.2 939 105.1
PROVISIONS
RESTRUCTURING & ASSET
EMPLOYEE TERMINATION RETIREMENT ONEROUS
(USD INMILLION) BENEFITS WARRANTIES OBLIGATIONS CONTRACTS TOTAL
At1 January 2014 15 61.2 351 0.8 98.6
Additional provisions 0.6 38 - - 4.4
Unsed amounts reversed -0.5 -0.2 - - -0.7
Exchange differences -0.1 -55 -03 -0.2 -6.1
Increase in provisions due to interest - 0.1 03 - 0.4
Usedduringtheyear 08 . 02 . 06 ; 16
At 30 September 2014 0.7 59.2 345 0.6 95.0

Warranties are primarily product and power output warranties related to the sale of solar panels. Asset retirement obligations are related to

REC's obligation to restore the land on which the Singapore manufacturing plant is currently operating.

BORROWINGS

REC has no borrowings from third parties as at 30 September 2014.

OTHER INCOME AND EXPENSES

1JAN2014TO
(USD INMILLION) Q32014 Q22014 30SEP 2014
Restructuring cost and employee termination benefits - - -0.1
Other income 0.4 27 31
Gain/loss on disposal of non-current assets - - -0.3
Total other income and expenses 27 2.6

Other income of USD 0.4 millionin Q3 2014 and USD 2.7 millionin Q2 2014 relates to insurance reimbursement from the fire incident that

occurredinQ1 2014.
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8 COMMITMENTS, GUARANTEES

Contractual purchase obligations and minimum operating lease payments at 30 September 2014

TOTAL FUTURE AFTER
(USD IN MILLION) PAYMENTS 2014 2015 2016 2017 2018 2019 2019
_Totalpurchase of goodsandservices 1234 875 290 B9 T
Total minimum operating lease payments .50 05 14 13 .08 06 04 o
Capex

The purchase obligation amounts consist of items for which REC is contractually obligated to purchase from a third party as at 30 September
2014. Operating lease payments show contractual minimum future payments. Only significant contracts are included.

REC Silicon Group has provided bank guarantees and parent company guarantees primarily related to the performance of solar panels and
systems. It is stipulated in the sale agreement between REC Silicon and REC Solar ASA, that for guarantees under which a formal substitution
of REC Silicon as a guarantor or counter-guarantor is not possible, REC Solar ASA should indemnify REC Silicon for all losses incurred. The
bank guarantees amount to USD 3.4 million and run through April 2015. The parent company guarantees are valid for the relevant warranty
periods and are limited by warranties provided on solar panels and systems. It also includes a guarantee provided by REC Solar ASin 2011 in
connection with the sale of the previous subsidiary REC ScanModule AB.

In addition, REC has entered into guarantees agreements with banks and financial institutions amounting to USD 13.9 million.

9  CONTINGENT LIABILITIES / DISPUTES

REC Americas LLC is a defendant in a lawsuit initiated in California (USA) in June 2013 by a potential customer claiming approximately USD
6.4 million in damages after REC Americas LLC had terminated ongoing contract discussions. REC Americas LLC has not recognized any
provisions related to this case as of 30 September 2014.

In June 2012, REC Wafer Norway AS sold allits shares in REC Wafer Pte. Ltd. for SGD 1 to REC Solar AS. In August 2012, REC Wafer Norway
AS went bankrupt. In March 2014, the bankruptcy trustee filed a writ of summons against REC Solar AS (“Solar AS") and REC Solar Holdings
AS (“Solar Holdings") jointly and severally. On 5 May 2014, REC Solar Pte. Ltd. was served a writ of summons by the lawyers of the Norwegian
bankruptcy estate in Singapore.

On 19 September 2014, REC signed an agreement with the estate to settle all claims filed in Norway and Singapore, an amount of USD 1.5
million. The resulting adjustment of the preliminary purchase price allocation (PPA) of about USD 1.5 million will be made in Q4 2014. Please
refertoREC's Q1 2014 report for further information on the PPA.



16 REC third quarter 2014

10 TRADE AND OTHER RECEIVABLES

Specification of provision for loss on trade and other receivables

(USD IN MILLION) 2014
At 1 January 2014 -
Change in provision for loss on receivables -0.1
Provisions for loss on trade receivables -
Exchange difference 0.1
At 30 September 2014 -
Realized loss on trade receivables in the first three quarters 2014 -0.1
Change in provision for loss on receivables -0.1
Loss on trade receivables in the statement of income first three quarters 2014 -0.2

Analysis of aging of trade and other receivables at 30 September 2014

AGING OF RECEIVABLES THAT ARE NOT IMPAIRED

CARRVING PASTOUE
(USD INMILLION) AMOUNT NOTDUE <30DAYS  >30<90DAYS >90<365DAYS >365DAYS IMPAIRED
Trade receivables and accrued revenues 923 79.9 91 13 14 0.7 -
Provision for loss on trade recivables - - - - - - -
42 378 o 39. 04 .

. .- S, A

1 RISK FACTORS

ESTIMATION UNCERTAINTY AND CRITICAL ACCOUNTING ESTIMATES

The preparation of financial statements in accordance with International Financial Reporting Standards ("IFRS") requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities, as well as the disclosure of contingent assets and
liabilities and the reported amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates.
Certain amounts included in or affecting REC's financial statements and related disclosures must be estimated, requiring management to
make assumptions with respect to values or conditions which cannot be known with certainty at the time the financial statements are
prepared. A“critical accounting estimate” is one which is both important to the portrayal of the company’s financial condition and results and
requires management to make estimates about the effect of matters that are inherently uncertain, and which are subjective or complex.
Management evaluates such estimates on an ongoing basis, based upon historical results and experience, as well as forecasts as to how these
might change in the future.

For a further description of relevant estimation uncertainty and critical accounting estimates (impairment, depreciation and amortization,
income taxes and provisions, we refer to the prospectus for REC share offering, dated 3 October 2013 (www.recgroup.com).
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RELATED PARTIES

INVESTMENTS IN ASSOCIATES
On 29 January 2014, Mainstream Energy Corporation ("Mainstream”), which is an associate of REC, has spun off its residential business fromits
commercial/industrial business and merged it into Sunrun Inc. (“Sunrun”). Sunrun is a Delaware corporation operating in the solar financing sector.

The fair value of Mainstream as per spin-off date was attributed in whole to the residential business. As a consideration, REC received a minority
interest in Sunrun. REC's ownership interest/voting rights in the remaining Mainstream business remained 20 percent.

SellaInvest diESB srl. & Co. sas (Sella) is an associate of REC which was founded to develop solar rooftop projects in the north and middle Italy.
REC System has a 20 percent ownership right and 33.3 percent interest in profit or loss.

INVESTMENTS IN SHARES (AVAILABLE FOR SALE)

Following Mainstream'’s spin-off of its residential business and merger (as described above) with Sunrun, REC owns a minority interest in Sunrun.
The investment is accounted for as an available-for-sale asset. As the fair value of this unquoted investment is unavailable, and there is no quoted
market price in an active market and other methods of determining fair value do not result in a reasonable estimate, the investment is measured
at cost less impairment.

INVESTMENTS IN JOINT VENTURES

REC has an ownership interest in a joint venture entity in the USA which is active in project development in California. According to IFRS 11 Joint
Arrangements, the Solar Group's interest in jointly controlled entities is accounted for according to the equity method for total operations. It is
disclosed in the Income statement in the line item “share of gain/loss of equity accounted investments” shown between EBIT and Net financial
items.

InQ3 2014, RECreceived cash proceeds of USD 5.4 million from the North Light joint venture. The proceeds resulted in USD 3.6 million gains
from equity accounted investments and USD 1.2 million in income tax expense.
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APPENDIXT

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The principal accounting policies applied in the preparation of these combined financial statements are set out below. These policies have been
consistently applied to all periods presented, unless otherwise stated.

1.1 BASIS OF PREPARATION AND STATEMENT OF COMPLIANCE

The financial statements are presented in USD, rounded to the nearest one hundred thousand, unless otherwise stated. As aresult of rounding
adjustments, the figures in one or more rows or columns included in the financial statements and notes may not add up to the total of that row or
column.

The interim consolidated financial statements of REC have been prepared in accordance with International Financial Reporting Standards (IFRS) as
adopted by the EU. The consolidated financial statements have been prepared under the historical cost convention.

1.2 CONSOLIDATION FOR THE COMBINED FINANCIAL STATEMENTS

(A) Subsidiaries

Subsidiaries are all entities over which REC has the power to govern the financial and operating policies. Subsidiaries are fully consolidated from the
date on which control is transferred to REC. They are de-consolidated from the date that control ceases.

The acquisition method of accounting is used to account for the acquisition of subsidiaries by REC. The consideration transferred of an acquisition is
measured as the fair value of the assets given, equity instruments issued and liabilities incurred or assets given, equity instruments issued and
liabilities incurred or assumed at the date of exchange. |dentifiable assets acquired and liabilities and contingent liabilities assumed in a business
combination are measured initially at their fair values at the acquisition date, irrespective of the extent of any non-controlling interest. The excess of
the consideration transferred over the fair value of REC Group's share of the identifiable net assets acquired is recorded as goodwill. If the
consideration transferred is less than the fair value of the net assets of the subsidiary acquired, the difference is recognized directly in the statement
of income. Step acquisitions: an increase in ownership of a jointly controlled entity or an associate that becomes a subsidiary is controlled entity or an
associate that becomes a subsidiary is accounted for using the acquisition method as at the date of control. An increase in ownership in a subsidiary is
accounted for in accordance with the requirements of IAS 27 Consolidated and Separate Financial Statements as a transaction with equity holders
with no change in the carrying amounts of assets or liabilities. At the time control is lost, a gain or loss is calculated.

Intercompany transactions, balances and unrealized gains on transactions between group companies are eliminated. Unrealized gains have been
present on intercompany sales of intermediate products.

B) Jointly controlled entities

REC's interests injointly controlled entities are accounted for by the equity method of accounting. Investments in jointly controlled entities are
recognised initially at cost. REC's share of the jointly controlled entities’ profits and losses are recorded on its consolidated Profit and Loss
Statement as “Share of profit/loss of equity accounted investments”. An increase in ownership of a shareholding that becomes a jointly controlled
entity is accounted for in accordance with the requirements of IFRS 3 Business Combinations with goodwill being recognized at each step of the
acquisition when applicable. For the periods presented, REC had interests in two jointly controlled entities in the PV systems area.

(C) Associates

Associates are entities over which REC has significant influence but not control or joint control, generally encompassing a shareholding of between
20 percent and 50 percent of the voting rights. Investments in associates are accounted for by the equity method of accounting and are initially
recognized at cost.

REC's share of its associates' post-investment profits or losses and amortization and impairment of fair value adjustments are recognized in the
statement of income. The cumulative post-investment movements are adjusted against the carrying amount of the investment. When REC's share of
losses in an associate equals or exceeds its interest in the associate, including any other unsecured receivables, REC does not recognize further
losses, unless it has incurred obligations or made payments on behalf of the associate. Unrealized gains on transactions between REC and its
associates are eliminated to the extent of REC's interest in the associates. Mainstream Energy Inc. and Sella Invest di ESB srl. & Co sas (Sella) have
beentreated as associates.
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1.3 SEGMENTS
It has been evaluated that REC has only one operating and reportable segment, which is REC as a whole.

1.4 FOREIGN CURRENCY TRANSLATION

(A) Functional and presentation currency

Items included in the financial statements of each of REC's entities are measured using the currency of the primary economic environment in which
the entity operates (“the functional currency”). The consolidated financial statements are presented in USD.

(B) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates of the transactions.
Monetary assets and liabilities denominated in foreign currencies are translated at the reporting date exchange rates. Foreign exchange gains and
losses resulting from the settlement or the translation of monetary assets and liabilities are recognized in the statement of income, except when
deferred in equity as qualifying cash flow hedges, qualifying net investment hedges or as a part of a net investment.

(C) Group companies

The results and financial position of all REC entities that have a functional currency different from the presentation currency are translated into the
presentation currency as follows:

(i) Assets and liabilities for each statement of financial position presented are translated at the closing rate;

(ii) Income and expenses for each statement of income are translated at average exchange rates for the year (based on monthly average rates); and
(iii) All resulting exchange differences from translation are recognized as a separate component of other

comprehensive income (OCl).

On consolidation, exchange differences arising from the translation of the net investment in foreign entities, including monetary items that are
regarded as a part of the net investment, and of borrowings and other currency instruments designated as hedges of such investments, are included
in OCl. When a foreign operation is disposed, such exchange differences are recognized in the statement of income as part of the gain or loss on sale.
For the periods presented, REC did not hold any borrowings or other currency instruments accounted for as net investment hedges.

1.5 CURRENT/NON-CURRENT
An asset/liability is classified as current when it is expected/due to be realized or settled within twelve months after the reporting date.

1.6 PROPERTY, PLANT AND EQUIPMENT

Land and buildings consist primarily of operating plants and offices. All property, plant and equipment are stated at historical cost less accumulated
depreciation and un-reversed impairment losses. Historical cost includes expenditures that are directly attributable to the acquisition, construction
or installation of the items. Subsequent costs are included in the asset’s carrying amount or recognized as a separate asset, as appropriate, only when
itis probable that future economic benefits associated with the item will flow to REC and the cost of the item can be measured reliably. All other
costs are charged to the statement of income during the financial period in which they are incurred. Land is not depreciated. Depreciation on other
assets is calculated using the straight-line method, to their residual values over their estimated useful lives. The assets' residual values, if any,
depreciation method and useful lives are reviewed at least annually and related depreciation rates are adjusted prospectively. Depreciation
commences when the assets are ready for their intended use.

1.7 INTANGIBLE ASSETS

(A) Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of REC's share of the net identifiable assets of the acquired
subsidiary/associate/jointly controlled entity at the date of acquisition. Goodwill related to associates is included in the carrying value of
investments in associates. Goodwillis carried at cost less accumulated impairment losses.

If the acquisition costs are less than the proportional share of the acquired company's net assets measured at fair value (negative goodwill), the
matter is first reviewed again and any remaining difference is recognized directly in the consolidated statement of comprehensive income (bargain
purchase).
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(B) Other intangible assets

Other intangible assets that have a finite useful life are carried at historical cost less accumulated amortization and un-reversed impairment losses.
Amortization is calculated using the straight-line method to allocate the cost of other intangible assets over their estimated useful lives.
Amortization commences when the assets are ready for their intended use. REC has no intangible assets with indefinite useful lives. The assets’
residual values, if any, amortization method and useful lives are reviewed at least annually and related amortization rates are adjusted prospectively.

(C) Research and development

Research expenditures are recognized as an expense as incurred. Costs incurred on development projects (relating to the design, construction and
testing of a chosen alternative for new or improved materials, devices, products, processes or systems) are capitalized as intangible assets when it is
probable that the project will be successful considering its commercial and technological feasibility, and costs can be measured reliably. Other
development expenditures are recognized as an expense as incurred. Development costs previously recognized as an expense are not recognized as
an asset in subsequent periods. Development costs with a finite useful life that have been capitalized are amortized from the time the assets are
ready for their intended use, which normally is at commencement of the commercial use.

1.8 IMPAIRMENT AND DERECOGNITION OF NON-FINANCIAL ASSETS

Goodwill and other intangible assets that have an indefinite useful life are not subject to amortization and are tested at least annually for impairment.
Assets that are subject to depreciation or amortization are reviewed for impairment whenever events or changes in circumstances indicate that the
carrying amount may not be recoverable. An impairment loss is recognized in a separate line item as a part of earnings before interest and taxes
(EBIT) in the statement of income for the amount by which the asset's carrying amount exceeds its estimated recoverable amount. The recoverable
amount is the higher of an asset's fair value less costs to sell and value in use. For the purpose of assessing impairment, assets are grouped at the
lowest level that based on judgment generates cash inflows that are largely independent of the cash inflows from other assets or groups of assets
(cash-generating units). Goodwill is allocated to individual or groups of cash-generating units for the purpose of impairment testing. Generally, any
indicated impairment for a specific cash-generating unit is first allocated to goodwill, then proportionately to other non-current assets in the cash-
generating unit, but not lower than the individual or group of assets' recoverable amount, if determinable. Assets other than goodwill that suffered
impairment are reviewed for possible reversal of the impairment at each reporting date. Losses on de-recognition include assets that are disposed of
and assets with no foreseeable future economic benefits. Gains and losses on disposals are determined by comparing proceeds with carrying amount
and are reported as a part of the statement of income. When applicable, gains and losses on the disposal of an entity include the carrying amount of
goodwill relating to the disposed entity. Losses due to assets assessed as having no future economic benefits are reported as an impairment loss.

1.9 FINANCIAL ASSETS

REC classifies its financial assets primarily as loans and receivables. The classification depends on the purpose for which the financial assets were
acquired. Management determines the classification of its financial assets at initial recognition. The category loans and receivables are non-
derivative financial assets with fixed or determinable payments that are not quoted in an active market. Loans and receivables are carried at
amortized cost which for current receivables approximates to historical cost. Investments are initially recognized at fair value plus transaction costs
for all financial assets not carried at fair value through profit or loss. Investments are derecognized when the rights to receive cash flows from the
investments have expired or have been transferred and REC has transferred substantially all risks and rewards of ownership.

1.10 ACCOUNTING FOR DERIVATIVE FINANCIAL INSTRUMENTS AND HEDGING ACTIVITIES
REC has derivative financial instruments in the form of foreign exchange forward contracts. These contracts do not qualify for hedge accounting
according to IAS 39. All changes in value (Mark-to-Market) are recognized directly through profit and loss.

1.11 TRADE RECEIVABLES

Trade receivables are recognized initially at fair value and subsequently measured at amortized cost, less provisions for impairment. A provision for
impairment of trade receivables is recognized in the statement of income and is established when there is objective evidence that REC will not be
able to collect all amounts due according to the original terms of the receivables. Significant financial difficulties of the debtor, probability that the
debtor will enter bankruptcy or financial reorganization, and default or delinquency in payments, are considered indicators that the trade receivable is
impaired.

1.12 CASH AND CASH EQUIVALENTS
Cashand cash equivalents include cash in hand, demand deposits at banks and money market funds with term less than three months.
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1.13 PAID-IN EQUITY CAPITAL
Incremental costs directly attributable to the issue of new shares are shown in equity as a deduction, net of any income tax, from the proceeds.

1.14 BORROWINGS

Borrowings are recognized initially at fair value, net of transaction costs incurred unless it is at fair value through profit or loss. Borrowings are
subsequently stated at amortized cost. Any difference between the proceeds (net of transaction costs) and the redemption value is recognized in the
statement of income over the period the borrowings are outstanding using the effective interest method. Commitment fees for the bank credit
facilities are recognized as part of interest expenses as incurred.

A financial liability (or a part of a financial liability) is removed from the statement of financial position when, and only when, it is extinguished - i.e.
when the obligation specified in the contract is discharged or cancelled or expires.

An exchange between REC and an existing lender of debt instruments with substantially different terms shall be accounted for as an extinguishment
of the original financial liability and the recognition of a new financial liability. Similarly, a substantial modification of the terms of an existing financial
liability or a part of it shall be accounted for as an extinguishment of the original financial liability and the recognition of a new financial liability. The
difference between the carrying amount of a financial liability (or part of a financial liability) extinguished or transferred to another party and the
consideration paid, including any non-cash assets transferred or liabilities assumed, shall be recognized in profit or loss.

1.15 INVENTORIES AND CONSTRUCTION CONTRACT COSTS

Inventories are stated at the lower of cost or net realizable value. Cost for inventory with different nature or use is determined using the first-in, first-
out (FIFO) or average cost method. The cost of finished goods and work in progress comprises raw materials, direct labor, other direct costs and
related production overheads (based on normal operating capacity). Net realizable value is the estimated selling price in the ordinary course of
business, less the estimated variable and incremental costs to complete and sell the asset. REC is integrated in the value chain, and REC entities sell
goods to other REC entities. Consequently, finished goods for one REC entity become raw materials or work in progress for another REC entity. The
classification by the separate entities is also used in the classification in REC's consolidated financial statements. Eligible costs relating to building of
PV systems for sale in the ordinary course of business in REC Systems has been accounted for as inventories or construction contract costs, as
applicable.

1.16 INCOME TAX

Income tax expense represents the total of the tax currently payable (current tax) and the change in deferred tax allocated to the statement of
income. The current tax is based on taxable profit (and in some instances loss) for the year. Taxable profit/loss differs from profit/loss before tax as
reported in the statement of income because it excludes items of income or expense that are taxable or deductible in other years (temporary
differences) and it further excludes items that are never taxable or deductible (permanent differences). Deferred tax is provided in full, using the
liability method, on temporary differences arising between the tax bases of assets and liabilities and their carrying amounts in the consolidated
financial statements. Recognition of any deferred tax assets is based on REC on a stand-alone basis. However, if the deferred income tax arises from
initial recognition of an asset or liability in a transaction other than a business combination, that at the time of the transaction affects neither
accounting nor taxable profit nor loss, it is not recognized. For REC this is relevant primarily for some buildings in Singapore.

Current and deferred tax is determined using tax rates and laws that have been enacted or substantially enacted at the reporting date and are
expected to apply when the related tax asset is realized or the tax liability is settled.

Deferred tax assets are recognized to the extent that it is probable that future taxable profit will be available against which the temporary
differences can be utilized. Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets
against current tax liabilities and REC intends to settle its current tax assets and current tax liabilities on a net basis.

Deferred tax is provided on undistributed earnings in subsidiaries, associates and jointly controlled entities to the extent that the future dividend is
taxable, except where the timing of any dividend is controlled by REC and it is probable that the dividend will not be distributed in the foreseeable
future. For the periods presented, no deferred tax has been recognized.

1.17 PROVISIONS

Provisions for product warranties, onerous contracts, asset retirement obligations, restructuring costs and legal claims are recognized when: REC has
apresent legal or constructive obligation as aresult of past events; it is probable that an outflow of resources will be required to settle the obligation;
and the amount has been reliably estimated. Provisions are not recognized for future operating losses. Where there are a number of similar
obligations, the likelihood that an outflow will be required in settlement is determined by considering the class of obligations as a whole. A provision is
recognized even if the likelihood of an outflow with respect to any one item included in the same class of obligations may be small. Assessment of fair
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value and likelihood is made at each reporting date. Provisions are measured at the management's best estimate of the expenditures expected to be
required to settle the obligation at the reporting date, and are discounted to present value where the effect is material and the distribution in time can
be reliably estimated.

1.18 PENSION/POST RETIREMENT OBLIGATIONS
REC has no defined benefit pension plans. For defined contribution plans, REC has no further payment obligations once the contributions have been
paid. The contributions are recognized as employee benefit expense when they are due.

1.19 REVENUE RECOGNITION

Revenues are primarily generated from sale of goods consisting of solar panels and PV systems (Photovoltaic systems or installations offering
electricity for commercial, residential or large-scale application). Revenue comprises the fair value for the sale of goods and services, net of value-
added tax, rebates, discounts and expected returns. Revenues are normally reported gross with a separate recording of expenses to vendors of
products or services. Revenue is recognized when persuasive evidence of an arrangement exists, delivery has occurred (transferred significant risks
and rewards of ownership and control) or services have been rendered, the price is fixed or determinable, collectability is reasonably assured
(probable that future economic benefits will be realized) and the costs can be measured reliably. Recognition of revenues from construction contracts
are recognized according to percentage of completion. REC's opinion is that it has no significant difficulties in deciding when delivery has occurred,
except to some extent for the PV systems projects. Delivery is normally according to terms in the relevant contracts. When REC products are sold
with a right of return for damaged goods, experience is used to estimate and provide for such returns at the time of sale. For some of the PV systems
projects, judgment is needed to decide if it is a construction contract or sale of goods and services, which affects when revenue shall be recognized.
Sales of PV systems that are realized by sale of special purpose entities are also accounted for as mentioned above. When sub-contractors are used
to perform parts of the production, e.g. wafer cutting or cell or solar panel production, revenues are not recognized on the delivery to these sub-
contractors. Instead a cost for the production service is recognized at the time the revenue for sale to the customer is recognized. Solar panels and to
some extent PV systems are sold with product warranties. The expected warranty amounts are recognized as an expense at the time of sale, and are
adjusted for subsequent changes in estimates or actual outcomes.

1.20 INTEREST AND DIVIDEND INCOME
Interest income is accrued on a time basis. Dividend income from investments is recognized when the shareholders'rights to receive payment have
been established, normally on the declaration date.

1.21 LEASES

Leases are classified as finance leases whenever the terms of the lease substantially transfer all the risks and rewards of ownership to the lessee.
Other leases are classified as operating leases. The evaluation is based on the substance of the transaction. The criteria that primarily has been the
decisive factor for REC in concluding that a finance lease exists is when the present value of the minimum lease payments amounts to at least
substantially all of the fair value of the leased asset at the inception of the lease. In determining minimum lease terms and payments it has been taken
into consideration the possibility of termination of contracts. According to IFRIC 4 Determining whether an arrangement contains a lease REC may
enter into an arrangement that does not take the legal form of a lease but conveys aright to use an asset in return for a payment or series of
payments. Determining whether an arrangement is, or contains, a lease shall be based on the substance of the arrangement and requires an
assessment of whether: (a) fulfilment of the arrangement is dependent on the use of a specific asset; and (b) the arrangement conveys a right to use
the asset. Assets held under finance leases are recognized as assets of REC at their estimated fair values at the inception of the lease or, if lower, at
the present value of the minimum lease payments. The leased assets are depreciated over the shorter of the useful life of the asset or the lease term.
The corresponding liability to the lessor is included in the statement of financial position as an interest bearing liability. Payments made under
operating leases (net of any incentives received from the lessor) are charged to the statement of income on a straight-line basis over the period of the
lease. Significant prepayments made in an operating lease for REC as the lessee are amortized over the minimum lease term and included as a part of
amortization in the statement of income.

1.22 GOVERNMENT GRANTS

Government grants are recognized at their fair values when there is reasonable assurance that the grants will be received and REC will comply with all
attached conditions. Government grants related to assets are presented in the statement of financial position as a reduction to the carrying amount
of the assets and reduce depreciation in the statement of income. Government grants relating to income are deducted in reporting the related
expenses.
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1.23 DISCONTINUED OPERATIONS
A discontinued operation is a component of REC that either has been disposed of, abandoned or is classified as held for sale, and represents a
separate major line of business or geographical area of operations. There are no discontinued operations for the periods presented.

1.24 STATEMENT OF CASH FLOWS

The Group presents the statement of cash flows using the indirect method. Cash inflows and outflows are shown separately for investing and
financing activities, while operating activities include both cash and non-cash line items. Interest received and paid and dividends received are
reported as a part of operating activities, except borrowing costs capitalized as part of the construction of a non-current asset, that are included in
investing activities and, up-front and waiver loan fees that are reported as part of financing activities.

For the statement of cash flows, net currency gains or losses are split into items estimated to relate to borrowings (financing activities), non-current
financial assets and investments (investing activities) and unrealized gains or losses on cash and cash equivalents held at the end of the periods.
These amounts are included in the line item under operating activities “currency effects not cash flow or not related to operating activities" as an
adjustment to the amount reported in the statement of income and reclassified as relevant. The remaining currency gains or Investing activities
include cash flows related to non-current receivables and non-current prepayments (assets), even if these originated due to purchase or sale of goods
and services.

1.25 ADOPTION OF NEW AND REVISED STANDARDS AND INTERPRETATIONS

A number of new accounting standards, amendments to standards and interpretations are effective for year ending 31 December 2014. They are:
- Investment Entities (Amendments to IFRS 10, IFRS12 and IAS 27)

- Offsetting Financial Assets and Financial Liabilities (Amendments to I1AS 32)

- Recoverable Amount Disclosures for Non-Financial Assets (Amendments to |AS 36)

- IFRIC21 Levies

- Novation of Derivatives and Continuation of Hedge Accounting (Amendments to IAS 39)

A number of new accounting standards, amendments to standards and interpretations are not yet effective, but available for early adoption. They are:
- Defined Benefit Plans: Employee Contributions (Amendments to IAS 19)

- Annual Improvements to IFRSs 2010-2012 Cycle - various standards

- Annual Improvements to IFRSs 2011-2013 Cycle - various standards

- IFRS 14 Regulatory Deferral Accounts

- IFRS 9 Financial Instruments

- IFRS 15 Revenue from contracts with Customers

REC did not early adopt any of the above. None of these are expected to have significant impact on the consolidated financial statements of REC.
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NOTES
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REC is a leading global provider of solar energy solutions. With more than 15 years of experience, we offer
sustainable, high performing products, services and investments for the solar industry. Together with our
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