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KEY FIGURES (OF THE COMPANY)

KEY FIGURES 2006 (OF THE COMPANY)

Profit and Loss Q1-Q4 2006 Q1-Q4 2005
Turnover million EUR 62.21 52.58
Gross profit and loss million EUR 7.90 7.62
EBIT million EUR -6.42 4.34
EBITDA million EUR -5.29 4.41
Annual deficit / net income million EUR -4.43 2.62

Financial statement

Total assets million EUR 56.87 44.83
Equity million EUR 32.39 35.59
Equity ratio % 56.95 79.40
Subscribed capital million EUR 4.65 4.65
Balanced goodwill million EUR 18.84 19.93
Cash flow

Cash flow from operating activities million EUR -3.32 -8.78
Cash flow from investing activities million EUR -0.68 -0.54
Cash flow from financing activities million EUR 14.05 13.26
Cash and cash equivalents as of 31st December million EUR 14.29 423
Number of employees (cut-off date 31st December) absolute 71 50
Share

Result per share (undiluted) * EUR -0.95 0.87
Share price at start of January (closing price) EUR 14.00 4.75
Share price at end of December (closing price) EUR 6.70 13.06
Number of shares million 4.65 4.65

*Base 2006: 4.65 million shares; Base 2005: 3.01 million shares

WKN 7 ISIN 525070 / DE0005250708 Type of shares No-par-value shares

Trading symbol HRP Designated Sponsors VEM Aktienbank AG,

Common Code 022356658 MUnchen

Segment, trade Prime Standard, Close Brothers Seydler AG,
Regulated Market in Frankfurt Frankfurt am Main
Regulated Market in DUsseldorf Opening price December 2000

Number of shares 4,650,000

Reinecke + Pohl Sun Energy AG
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2006 AT A GLANCE

ANNUAL REVIEW 2006

February Additional inclusion of company's shares in trading on the Deutsche Borse in Frankfurt.

March Publication of annual financial statements for 2005 (revenues of EUR 52.58 million/EBIT EUR 4.34 million).
Conclusion of an exclusive framework agreement for the supply of more than 150 MWp with the largest
Thai thin film module manufacturer Bangkok Solar.

April Announcement of issue of a convertible bond.
Inclusion in the "Prime Standard” segment of the Deutsche Borse, Frankfurt.

Conclusion of a framework agreement with the American solar module manufacturer First Solar with
regard to the long-term supply of at least 140 MW thin film modules until 2012.

Law suit by Meridian Solare Energieprojekte GmbH, Hildburghausen, with regard to the partial amount
of an alleged compensation claim totalling approximately EUR 8.45 million before the Regional Court

Hamburg due to the supposedly culpable failure to integrate Meridian Solare Energieprojekte GmbH.

Disclosure of the conditions of the convertible bond.

May Ordinary General Meeting on 19 May.
Publication of the report for the first quarter 2006.
Completion of the issue of the convertible bond with an earnings volume of EUR 10.4 million.

June Conclusion of an agreement with Baoding Tianwei Yingli with regard to the supply of module capacities
of up to 162 megawatts until 2010.

August Acceptance of a planning order for a 3 megawatt project in South Korea as a long-term market entry.

Inauguration of the world's largest thin film rooftop photovoltaic plant of the disposal company
Entsorgungs-Gesellschaft Westmunsterland (EGW) in Gescher/Borken (1.4 MW).

Publication of the half-yearly report.
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2006 AT A GLANCE

October

November

December

Hermann Mdller, the Managing Director of the subsidiary Nastro-Umwelttechnik GmbH, resigns from his
office as Managing Director of Nastro for urgent personal reasons with immediate effect.

Gerd-JUrgen Pohl becomes the new Managing Director of Nastro. For this reason he will have to resign
from his seat on the Supervisory Board of RPSE AG.

Ms Britta Horney is appointed as the new member of the Supervisory Board of RPSE AG.
Withdrawal of the previous turnover and result targets for 2006.
After consulting with the Supervisory Board, the Executive Board entrusts the auditors Ernst & Young with

investigating the revenue recognition process at the subsidiary Nastro-Umwelttechnik GmbH.

Announcement of the turnover and profit figures for the third quarter 2006. Ernst & Young establishes
that EUR 4.9 million too many sales were booked in the second quarter of 2006 due to incorrect entries
and accounting errors, which will have to be corrected in the following quarter. Adjustment of perfor-
mance targets for 2006.

The Spokesman of the Executive Board, Mr Martin Schulz-Colmant, resigns from his office with imme-
diate effect by mutual agreement with the Supervisory Board.

Appointment of Mr Thorsten Preugschas, Managing Director of the RPSE subsidiary MaaB Regenerative
Energien GmbH, Wesel, as member of the Executive Board.

Preparation of a restructuring plan by the Executive Board.

Settlement of the legal dispute with Meridian Solare Energieprojekte GmbH by effecting a composition
to avoid years of legal wrangling (settlement sum EUR 600,000).

Publication of the report for the third quarter 2006.

Holding of the analysts' conference within the scope of participation in the Shareholders' Equity Forum
of Deutsche Borse AG in Frankfurt am Main.

Merger of the subsidiary Reinecke + Pohl Solare Energien GmbH with the holding company Reinecke +

Pohl Sun Energy AG with effect as of 1st January 2006.

Conclusion of an option agreement for the acquisition of a Spanish project developer.
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LETTER TO SHAREHOLDERS

LETTER TO SHAREHOLDERS

F=——

 DEAR SHAREHOLDERS,
DEAR SIR /| MADAM,

A very difficult and eventful year is now behind us. After
the company was able to make a convincing impression
with a successful new start in 2005, the results for the
2006 financial year, unfortunately, are not as anticipa-
ted. Despite a 18 percent increase in sales over the pre-
vious year, RPSE AG was unable to generate positive
results. The reasons for this have to do with the market
environment, as well as the company itself. Market cor-
rections in the domestic market, cancellation of large-
scale projects and unforeseeable internal problems for-
ced the company into a crisis during the second half of

e

Left: Patrick Arndt; Right: Thorsten Preugschas

N s,

the year. In the meantime, the crisis has been averted,
as the measures immediately introduced by the
Executive Board have taken hold.

In November 2006, we issued corrected targets for the
reporting year: 58.1 million euros in sales, as well as
negative earnings before interest and taxes (EBIT) of 3.8
million euros. While we exceeded the sales forecast with
a total of 62.2 million euros, the EBIT, 6.4 million euros,
was worse than expected. In addition to the expenses
involved in a composition reached in November, which

6 Reinecke + Pohl Sun Energy AG



LETTER TO SHAREHOLDERS

settled the "Meridian" legal dispute, write-offs in particu-
lar for module stocks and receivables, which were made
for risk-management reasons, had an additional negati-
ve impact on earnings.

Amidst all of the disappointment surrounding the 2006
closing, there is still a sufficient financial basis for current
and growing business, in spite of the deficit. The deve-
lopment seen over the first couple of months confirms
our expectation for continued sales growth and a positi-
ve result in the 2007 financial year.

The prospects for the entire industry, as well as for our
company, continue to be positive. Climate change is
being discussed by everyone, which has generated
pressure to take action at the highest political level.
Clearly improved demand is also foreseeable in 2007 for
the photovoltaic domestic market, with slightly lower
prices. Internationally, for the time being, we are active
particularly in the growth markets of Spain, Italy and
Greece. Especially in Spain, we have managed to enter
the market over the past year in a very successful way.

In addition, our assessment regarding the growing
importance of thin-film technology, with which higher
yields can be achieved, has been confirmed. More and
more companies are appreciably expanding their capa-
cities in this sector. Thanks to the long-term supply con-
tracts that we concluded early on, with First Solar
among others, we are very well positioned there for the
future.

Synergistic effects as the result of the planned consoli-
dation of the operational subsidiary, a consistent brand
launch under the name 'colexon' and the development
of the sales team are additional bases for the company's
future firm footing, which will enable sustainable deve-
lopment.

Gratitude is owed in particular to our employees, who,
through their extraordinary commitment and huge per-
sonal dedication, have contributed a great deal over the
past months to our being on course to healthy growth
once again. With this team, we will be able to secure a
presence right at the top of this very promising market.
Therefore, we expect that we will soon once again be in
the position to offer you, our shareholders, greater gra-
tification in terms of your investment.

Yours sincerely,

Patrick Arndt
Executive Board

Thorsten Preugschas
Executive Board
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SUPERVISORY BOARD REPORT

1. REPORT BY THE SUPERVISORY BOARD

The Supervisory Board of Reinecke + Pohl Sun Energy AG
has carried out all functions they are incumbent on wit-
hin the framework prescribed by law and the articles of
association of the company. They have supervised the
management by the Executive Board in 2006 and also
supported it in an advisory capacity. Owing to the events
in the second half of last year, the intensity of the work
of the Supervisory Board increased considerably. Thus,
the Supervisory Board met on a total of ten occasions in
2006 - six of them alone in the fourth quarter. Urgent
resolutions were also adopted in writing in lieu of a live
meeting.

All the members of the Supervisory Board were present
at the meetings and various telephone conferences. The
Executive Board of Reinecke + Pohl Sun Energy AG
informed us at these meetings and telephone confe-
rences on all important business transactions, the state
of the company and key financial figures. Outside the
formal meetings and discussions the Executive Board
also kept us up to date on market and business trends
by means of written and also verbal reports.
Furthermore, the Chairman of the Supervisory Board
was in regular contact with the Executive Board. The Su-
pervisory Board consulted on all issues that need their
consent within the framework prescribed by law and the
articles of association or Rules of Procedure for the Exe-
cutive Board. The Supervisory Board was involved in all
decisions of major impact. In particular, the Executive
Board also agreed the company's strategic orientation
with the Supervisory Board.

From the meeting on 27 March 2006

This meeting was also the Balance Sheet Supervisory
Board Meeting for the financial year 2005. Other topics
were the agenda for the Ordinary General Meeting, the
Executive Board contracts, the foundation of the repre-
sentative office in China, supply and selling agreements
and the issue of a convertible bond. The Supervisory
Board also concerned itself with the planning for the
financial year 2006.

From the meeting on 09 May 2006

The agenda items at this meeting included the prepara-
tion of the Annual General Meeting as well as the mer-
ger of Reinecke + Pohl Solare Energien GmbH with the
parent company Reinecke + Pohl Sun Energy AG and the
rules of procedure of the Executive Board. In addition,
the Supervisory Board was informed on the develop-
ment of the business and the current status of the plan-
ned placement of the convertible bond.

From the meeting on 05 July 2006

At this meeting the Executive Board reported to the
Supervisory Board on the concluded placement of the
convertible bond, and the course of business in the first
quarter of 2006 as well as the status of the Meridian
lawsuit. A detailed discussion took place with the Exe-
cutive Board on the outlook for the financial year 2006
and the current state of play with regard to possible par-
ticipations and takeovers as well as selection of suitable
companies.

8
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SUPERVISORY BOARD REPORT

From the meeting on 21 September 2006

This meeting took place at the premises of the subsidia-
ry Nastro-Umwelttechnik GmbH in Meppen. Besides the
members of the Executive Board, the Managing Direc-
tors of the subsidiaries Nastro-Umwelttechnik GmbH
and MaaB Regenerative-Energien GmbH attended the
meeting. In addition to the detailed report by the Execu-
tive Board on trading experience in the first half of 2006,
a new organisational structure was presented to the Su-
pervisory Board. The planned structural changes were
aimed at cutting costs significantly and increasing effi-
ciency. The Supervisory Board occupied itself with the
current status of the Meridian action. Implementation of
the new corporate governance regulations were discus-
sed and information was obtained from the Executive
Board on possible M&A projects.

From the meeting on 27 October 2006

This Supervisory Board meeting was marked by the sur-
prising resignation of Hermann Mdller the hitherto Ma-
naging Director of Nastro-Umwelttechnik GmbH. The
Supervisory Board was informed by the Executive Board
on the current situation. In order to be able to refill the
post of Managing Director of this important subsidiary
promptly it was welcomed that Gerd-Jirgen Pohl has
switched from the Supervisory Board of Reinecke + Pohl
Sun Energy AG to the management of Nastro-Umwelt-
technik GmbH. His departure from the Supervisory
Board was necessary because, according to the German
Stock Corporation Act (AktG), he was not allowed to be
the Managing Director of a subsidiary and supervise
himself as a member of the Supervisory Board of the
parent company at the same time.

From the meeting on 03 November 2006

After appointing Ms Britta Horney, a lawyer from Ham-
burg, to the Supervisory Board and appointing Gerd-
Jirgen Pohl as Managing Director of Nastro, the Supervi-
sory Board concerned itself in detail with documentation
from the auditors Ernst & Young and the associated need
to correct the annual financial statements for the second
quarter. The Supervisory Board also asked for the outlook
for the rest of 2006.

From the meeting on 09 November 2006

Once again the auditors' report on the business figures,
staff matters and the forecasts for the financial year
2006 were on the agenda.

From the meeting on 10 November 2006

The key topic discussed at this meeting was the ap-
pointment of Mr Thorsten Preugschas, Managing
Director of the subsidiary MaaB Regenerative Energien
GmbH, as the new Executive Director of the Executive
Board of Reinecke + Pohl Sun Energy AG. With effect by
the end of the day, Mr Martin Schulz-Colmant resigned
from this office against the backdrop of the unsatisfac-
tory business development by mutual consent with the
Supervisory Board.

From the meeting on 17 November 2006

In this meeting, the Supervisory Board was also inform-
ed on the current status at Nastro-Umwelttechnik as
well as on reactions on the change in the Executive
Board. Against the background of recent company
events, the Supervisory Board agreed to try to find a
short term solution for the "Meridian" lawsuit by accep-
ting a composition.
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SUPERVISORY BOARD REPORT

From the meeting on 18 December 2006

After the report by the Executive Board on the settle-
ment with Meridian and on the quarterly financial state-
ments as of 20.09.2006 the current status of measures
for restructuring the Group, a planned acquisition in
Spain and the resolution on a revised declaration of con-
formity according the new corporate governance regu-
lation were on the agenda.

Corporate Governance Code

The Executive Board and the Supervisory Board dealt
with the recommendations and suggestions of the Ger-
man Corporate Governance Code at several occasions
this year. A declaration of conformity according to sec-
tion 161 AktG was submitted on 18.12.2006 and publis-
hed on the company's website.

As regards the so-called efficiency monitoring system
required according to the German principles of corpora-
te governance, the Supervisory Board decided not to
aspire to any further formalisation in terms of its own
function. As planned, the current status of recommen-
dation lists drawn up by the Supervisory Board were on
the agenda at the individual ordinary meetings. Thus,
the evaluation of the work of the Supervisory Board will
continue to be carried out through its own internal writ-
ten investigations.

Explanation to the Group Management Report

The Executive Board informed in accordance with § 289
paragraph 4 an § 315 paragraph 4 of the German Com-
mercial Code in the management report as well as in the
group management report, which were subject to the
Supervisory Bord's audit. According to §171 paragraph 2
clause 2 of German Stock Companies Act, the Supervisory

Board explains this information as follows: The infor-
mation concerns in particular the composition of the sub-
scribed capital, the authorisation of the Executive Board
to increase the registered capital (authorised capital), the
authorisation of the Executive Board to issue and acqui-
re company shares and rules regarding the amendment
of the articles of association, the appointment and revo-
cation of members of the Executive Board.

The Supervisory Board considers the information accor-
ding to § 289 paragraph 4 and § 315 paragraph 4 of the
German Commercial Code to be correct. In particular,
the rules presented concerning the authorisation of the
Executive Board to increase the registered capital (aut-
horised capital), the authorisation of the Executive Board
to acquire company shares and rules regarding the
amendment of the articles of association, the appoint-
ment and revocation of members of the Executive Board
are rules which are customary at listed companies simi-
lar to Reinecke + Pohl Sun Energy AG and do not serve
the purpose to hamper eventual take-over trials.

Annual financial statements 2006

At the Ordinary General Meeting on 19 May 2006 in
Hamburg the shareholders elected "Treudkonom" Bera-
tungs-, Revisions- und Treuhandgesellschaft mbH, Ham-
burg as the auditors for the financial year 2006. The Su-
pervisory Board then granted the audit mandate with
special reference to the regulations contained in the Cor-
porate Governance Standards relating to the cooperati-
on of the Supervisory Board with the auditors.

The annual financial statements of Reinecke + Pohl Sun
Energy AG, the management report of Reinecke + Pohl
Sun Energy AG as well as the consolidated annual finan-
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SUPERVISORY BOARD REPORT

cial statements and the summarised management re-
port, including the accounting for the financial year 2006
on which they are based, were audited by "Treuékonom"
Beratungs-, Revisions- und Treuhandgesellschaft mbH,
Wirtschaftsprifungsgesellschaft, Hamburg, and certified
without qualification. The documents of the financial
statements and the audit reports were made available to
the Supervisory Board on time. The auditors took part in
the balance sheet adoption meeting of the Supervisory
Board on 29 March 2007. They reported at length on the
key events of the audit and answered numerous questi-
ons posed by the Supervisory Board. The result of the
audit was discussed and debated in detail. The Super-
visory Board acknowledged the result arrived at by the
auditors, checked the annual financial statements and
the management report, the consolidated annual financi-
al statements and the Group management report for its
part within the scope of the statutory provisions and in
conclusion did not raise any objections. At its meeting on
29 March 2007 the Supervisory Board approved the
annual financial statements and the consolidated annual
financial statements prepared by the Executive Board.
The annual financial statements were thereby adopted.

Staffing changes to the Executive Board and the
Supervisory Board

Owing to the unsatisfactory profit and turnover trend,
the Spokesman of the Executive Board of Reinecke +
Pohl Sun Energy AG, Mr Schulz-Colmant, resigned from
his office on 10 November 2006 with immediate effect
by mutual consent with the Supervisory Board. At the
same time Mr Thorsten Preugschas was appointed by
the Supervisory Board as the company's new Executive
Director.

There were also staffing changes to the company's
Supervisory Board. As a result of the departure of the
Managing Director of the operational subsidiary Nastro-
Umwelttechnik GmbH Gerd-Jirgen Pohl took on this posi-
tion. Therefore he resigned from the Supervisory Board
on 24 October 2006. By order of Hamburg Local Court Ms
Britta Horney was appointed as the new member of the
company's Supervisory Board on 24 October 2006.

Closing comments

After a successful start to the year under review, the
company clearly failed to deliver on its previously com-
municated goals. The Supervisory Board is however con-
vinced that once the initiated restructuring measures
have been completed Reinecke + Pohl Sun Energy AG
will once again have a good basis for future turnover
and profit growth.

We would like to thank Mr Arndt and Mr Preugschas, our
two members of the Executive Board, and also Mr Pohl,
who accompanied the restructuring of the subsidiary
Nastro-Umwelttechnik GmbH, for their high level of
commitment. Moreover, we would also like to thank all
the employees for their large personal commitment
especially in the difficult fourth quarter. Thanks to the
considerable dedication of every single person the turn-
around could be achieved.

Hamburg, March 2007

Dr. Axel Holtz
Chairman of the Supervisory Board
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CoRPORATE GOVERNANCE REPORT

2. CORPORATE GOVERNANCE REPORT

Corporate governance stands for corporate manage-
ment and control that is responsible and geared to long-
term added value. In this context, the requirements for
openness and transparency of corporate communicati-
on are emphasised.

The German Corporate Governance Code formulates this
claim in order to encourage confidence of investors, cus-
tomers, staff and general public in the management and
supervision of stock market-listed companies. It has
been in force since 2002. The Code comprises statutory
requirements as well as nationally and internationally
recognised standards for the management of stock mar-
ket-listed companies. It regulates the collaboration of
the Executive Board, Supervisory Board and Annual Ge-
neral Meting according to balanced and transparent
specifications. In addition, the Code includes require-
ments for transparency, accounting and auditing.

General declaration by the Executive Board and
Supervisory Board of Reinecke + Pohl Sun Energy AG
with regard to the Corporate Governance Code

The Executive and Supervisory Board of Reinecke + Pohl
Sun Energy AG (hereinafter referred to as "Company")
hereby submit the following declaration of conformity
pursuant to section 161 AktG with reference to the
recommendations of the "Government Commission of
the German Corporate Governance Code":

Declaration of Conformity: Pursuant to § 161 of the
German Stock Corporation Act (AktQ)

The Executive and Supervisory Boards of Reinecke +
Pohl Sun Energy AG fundamentally welcome the intenti-
on of the Government Commission's German Corporate
Governance Code, giving transparent guidelines as a

valuable guide and action assistance for normal
management. In future, we will disclose and elucidate
any individual deviations to the recommendations of the
Code through our Declarations of Conformity.

This said, the Executive and Supervisory Boards of
Reinecke + Pohl Sun Energy AG declare that in the futu-
re it shall be corresponded to the behavior recommen-
dations of the Code Commission deployed by the
German Federal Government regarding management
and monitoring under the following conditions.

Deviations to the version of 12 June 2006:

The German Corporate Governance Code recommends
for Directors and Officers Liability Insurances (D&0)
which the company contracts for its members of the
Executive and Supervisory Board to include an excess.
The Reinecke + Pohl Sun Energy AG is not of the opinion
that such a measure would improve dedication and
responsibility of the members of the Executive and
Supervisory Board. The DO Insurance contract therefo-
re does not carry such a provision.

The German Corporate Governance Code recommends
the creation of Supervisory Board committees. Due to
the size of the company and the fact that the Super-
visory Board only consists of three members, Reinecke +
Pohl Sun Energy AG refrain from forming special
Supervisory Board committees.

Hamburg, 18 December 2006

The Executive Board The Supervisory Board

12 Reinecke + Pohl Sun Energy AG



REMUNERATION REPORT

3. REMUNERATION REPORT

This remuneration report explains the basis for stipula-
ting the remuneration of the Executive Board and the
Supervisory Board of Reinecke + Pohl Sun Energy AG as
well as the size of the income of the individual Executive
and Supervisory Board members. The remuneration re-
port conforms to the recommendations of the German
Corporate Governance Code.

The remuneration of the Executive Board is stipulated by
the Supervisory Board. The remuneration of the mem-
bers of the Executive Board of Reinecke + Pohl Sun Ener-
gy AG is geared to the size of the company, its economic
situation and the size and structure of the remuneration
of the Executive Board at comparable companies. The
tasks and contribution of each member of the Executive
Board is also taken into account. The individual remune-
ration of the Executive Board is made up of the following
key components:

= a fixed basic annual salary, of which a partial amount
is paid on a monthly basis after deducting the statuto-
ry levies.

= an annual bonus as a variable performance-based
component. In the financial year 2006 the annual bo-
nus was linked to the attainment of the turnover and
performance targets for the financial year 2006 pur-
suant to the corporate plan approved by the Executive
Board and the Supervisory Board. Thus, it is guaran-
teed that a bonus is only earned in the case of a posi-
tive business result. An annual bonus will not be paid
for 2006.

In the financial year 2006 the members of the Executive
Board received the remuneration (gross, without statu-
tory deductions), according to the table below.

The members of the Executive Board did not receive any
additional payments apart from the stated remuneration
components.

The company maintains Group third-party consequenti-
al loss insurance for officers of the Group. The insuran-
ce covers the personal liability risk in the event that
claims are asserted against officers when carrying out
their tasks. An excess was not agreed.

Payment in Bonus for the
Member 12 monthly instalments (€) financial year 2006 Settlements (€) Total remuneration (€)
Patrick Arndt 128,497.56 - - 128,497.56
Martin Schulz-Colmant 143,958.14 - 150,000 293,958.14
Thorsten Preugschas 10,655.85 - - 10,655.85
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REMUNERATION REPORT

The remuneration of the Supervisory Board is stipulated
in section 13 of the company's Articles of Association.
According to these Articles of Association, members of
the Supervisory Board receive a fixed payment of EUR
10,000.00 plus statutory value added tax for each full
financial year payable at the end of the financial year.
The remuneration increases to double this amount for
the Chairman of the Supervisory Board and to one and a
half times this amount for his or her deputy. Members of
the Supervisory Board who have only belonged to the
Supervisory Board for part of the financial year receive a
pro rata payment according to the duration of their time
spent on the Supervisory Board. The members of the
Supervisory Board also receive reimbursement of all
cash expenses and any value added tax accrued there-
on. The individual members of the Supervisory Board
received the following net remuneration (plus any value
added tax accrued thereon) for the financial year 2006:

Name Function Entry/ Net

Departure Amount (€)
Hr. Dr. Holtz | chairman 20.000,00
Hr. Bartling : deputy 15.000,00
Hr. Pohl until 24.10.2006 8.109,59
Fr. Horney from 24.10.2006 . 1.890,41

14 Reinecke + Pohl Sun Energy AG



INTERVIEW WITH THE EXECUTIVE BOARD

4. INTERVIEW WITH THE EXECUTIVE BOARD

Mr Arndt, Mr Preugschas, you have experienced an
extraordinarily eventful year. The result is unsatisfac-
tory for all concerned - can you explain how it came
about?

The performance targets were not achieved for various
reasons. After the disproportionately long and hard win-
ter in Germany changes in the market occurred earlier
than expected. We did not react quickly enough to these
changes. In addition, we had to accept a shortfall of cus-
tomers for several major projects of the subsidiary
Nastro-Umwelttechnik GmbH at the same time as pro-
jects were no longer realisable for various reasons. This
resulted in the need to write off projects which had
already been planned. All this led to the set goals not
being achieved. In addition, there were unforeseeable
internal problems in the last quarter of 2006 marked by
the loss of a key Managing Director. We took the appro-
priate action as a result of all these occurrences, in order
to lead RPSE AG back on to a growth course in the finan-
cial year 2007.

Why did the company fall well short of the profit tar-
get for the financial year 2006, which had already been
corrected downwards?

RPSE AG generated a turnover of EUR 62.2 million in the
previous financial year and growth of around 18 percent
compared to the corresponding period last year. Owing
to the market changes and the internal events in the pre-
vious financial year, the EBIT however fell to EUR -6.4 mil-
lion according to provisional figures and was therefore
well below the forecasted EBIT of EUR -3.8 million. When
the financial statements were prepared especially write-
offs carried out from risk provisioning totalling EUR 2.7
million also had a negative effect on the result. There
were also additional costs from special effects, such as
the settlement with Meridian and increased legal and
consultaning fees due to restructuring.

E g | ¥R
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INTERVIEW WITH THE EXECUTIVE BOARD

What market changes occurred and how can they be
explained?

2005 was marked by a large surplus demand in the pho-
tovoltaic module sector. The sharp increase in demand
for solar modules could not be sufficiently satisfied due
to the shortage of the raw material silicon. Consequently
the demand for modules exceeded supply and the pri-
ces for PV systems increased. In the course of 2006
system prices for silicon-based crystalline systems were
reached, which, with a simultaneous fall in feed-in remu-
neration according to the German Renewable Energy
Law (EEG), made investment in a PV system less lucrati-
ve. As the profit situation for buyers of solar power
plants worsened considerably as a result, a significant
fall in demand took place in the course of 2006. Current
estimates indicate approximately 30 percent less market
volume compared to 2005. The price reductions for sili-
con modules, which were registered from mid summer
2006 as a reaction to the fall in demand and were up to
20 percent by the end of the year, then improved the
profit situation for buyers again. This could, however,
only slowly stimulate demand for crystalline solar power
systems initially, as there was speculation that prices
could drop further. Buying interest only rose again
towards the end of the year due to a further fall in pri-
ces. The demand for thin film systems was pleasingly
strong over the year as a whole.

What effects did market changes have?
Compared to original plans for the financial year, 11

MWp less projects than planned were realised by RPSE.
Especially customers from the agricultural sector, who

have up to now represented the company's largest cus-
tomer segment, reacted to the price increases in the first
half of 2006 with clear demand restraint. A switch to
higher yielding thin film projects was not possible on an
adequate scale due to the lack of availability of suitable
module quotas. The drastic price cuts occurring in the
second half of the year led to a situation where the
module stocks of RPSE AG had to be marked down at the
end of the year. There were also contractual shortfalls in
the case of large projects due to improved yield alterna-
tives after the fall in prices as well as financing problems.

Why could the written off large projects not be realised?

Nastro-Umwelttechnik GmbH had to give up the realisa-
tion of several orders at the same time. In spite of secu-
red planning contracts in the region of over EUR 27 mil-
lion, construction of the systems could not start, as cus-
tomers could not comply with the contracts. The back-
ground to the losses are financing problems experi-
enced by customers due to the changed yield expectati-
ons after the market changes. The rendered preliminary
project services therefore had to be written off. The
company is attempting to gain compensation and is
already involved in a dispute with one customer in this
connection. In future the customer's preliminary con-
tracts will also be included in the contractual inspection
for large projects with respect to financing and legal pre-
requisites, in order to be able to estimate risks clearly.
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How did the loss of a key Managing Director come
about?

The resignation of Mr Hermann Mdiller as Managing
Director of Nastro-Umwelttechnik GmbH took us com-
pletely by surprise. Mr MUller's resignation is connected
with the beginning of a prison sentence. We were
informed about it on 12.10.2006 by Mr Miller's lawyer
when Mr Muller was already in prison. We would like to
stress once again that the reasons for Mr Maller's impri-
sonment go back to a time well before he took up his
post with Nastro-Umwelttechnik GmbH or the RPSE
Group and are not connected with the company.
Therefore we didn't have the faintest idea that a prison
sentence that he had obviously kept secret from even
his closest relatives was imminent.

What immediate measures did you take after the loss?

The two Executive Directors of RPSE AG, Martin Schulz-
Colmant, and Patrick Arndt immediately assumed opera-
tional management of the Meppen subsidiary. As
Executive Directors of the holding we at the same time
are Managing Directors of Nastro. As you can well ima-
gine, we were at the site in Meppen almost non-stop
during this period. Mr Gerd-JUrgen Pohl also took on the
Managing Directorship of Nastro-Umwelttechnik GmbH.
We owe Mr Pohl a big debt of thanks for standing by the
company in this situation. He has many years of experi-
ence in the field of regenerative energies and this know-
how was a huge help to us when restructuring Nastro.

In the meantime we have found an outstanding collea-
gue in Mr Thomas Sanders, as an additional member of
the management of Nastro, who was able to swiftly sta-
bilise the situation in cooperation with us. The circum-
stances surrounding the departure of Mr Mdiller were
also a real shock to Nastro staff. Nastro is back on track
again with a restructured workforce.

Why did Mr Pohl leave the Supervisory Board?

His departure from the Supervisory Board was a manda-
tory requirement, as the German Stock Corporation Act
stipulates that an Executive Director or Managing
Director of a subsidiary is not allowed to be represented
on the Supervisory Board of the parent company at the
same time.

Ms Britta Horney, a lawyer from Hamburg, was appoin-
ted as the new member of the Supervisory Board. Ms
Horney will in future contribute her experience from
years of working at an auditors and tax consultancy to
her work as a member of the Supervisory Board.

Were other measures taken?

After an initial analysis of the business trend at Nastro,
we consulted with the Supervisory Board and decided to
entrust a firm of auditors with examining the process
leading to revenue recognition.
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Left: Thorsten Preugschas; Right: Patrick Arndt
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What was the result of the auditor's investigation?

The investigation revealed that at the subsidiary Nastro
Umwelttechnik internal procedures were not followed
by staff or bypassed. These irregularities led to a situati-
on where the revenues reported in the bi-annual finan-
cial statements for 2006 on a scale of EUR 4.1 million
were too high. The written report by the auditors was
sent to us on 10.11.2006. Unfortunately it took until late
into the night before the effects of the necessary correc-
tions on the quarterly financial statements for the period
ended 30.09.2006 could be determined. We then
published the provisional figures immediately.

What action has the Executive Board taken?

Against the backdrop of the unsatisfactory turnover and
profit situation in the financial year, the Spokesman of
the company's Executive Board, Mr Schulz-Colmant,
resigned from his office on 10.11.2006 by mutual con-

sent with the Supervisory Board. He therefore took
responsibility for the failure to reach the company's tar-
gets. On no account is Mr Schulz-Colmant to blame for
the events regarding Mr MUller or the mid-year accoun-
ting errors. These things only went wrong at the subsi-
diary Nastro. At the same time as the departure of Mr
Schulz-Colmant Mr Thorsten Preugschas, Managing
Director of the RPSE subsidiary MaaB Regenerative
Energien GmbH, Wesel, was appointed as an additional
Executive Directorby the Supervisory Board.

How does the new Executive Board divide up their
work?

Thorsten Preugschas is responsible for the operational
business and international expansion in the Executive
Board; these areas therefore also have a higher
weighting at this level. Patrick Arndt will continue to be
a director responsible for finance and personnel and will
also take on the IR/PR portfolio. As a new additional
Managing Director will not be appointed for Maal3
Regenerative Energien GmbH, the streamlining of the
company will also be taken into account at management
level through these measures.

What measures were taken to prevent these discre-
pancies reoccurring?

The Executive Board revised the existing risk manage-
ment system directly after analysing the events, in order
to be able to recognise, measure and control internal
and external risks at an early stage. The strict implemen-
tation of the security principle was carried out as an
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immediate measure. Thus, when an order is received by
the sales department the project manager first has to
contact the customer to clarify the order. Received
orders are not booked until this has taken place.

The introduction of the new ERP system will make a fun-
damental contribution to ensuring that regulations are
followed. Special attention will be paid when introducing
the system to ensure that conscious or unconscious
bypassing of defined processes can be excluded as far
as possible.

We emphasise that a risk management system has, of
course, already existed in the company since 2005,
which includes the definition of procedural directives for
core processes (and also for revenue recognition).
However, the effectiveness of such regulations always
depends on the persons taking the action. Following the
departure of the former Managing Director of Nastro
and staff changes in the commercial management of the
company, we are now in the process of creating a team-
oriented corporate culture. Within the scope of task and
procedure descriptions the personal responsibility of
individual members of staff will be strengthened. The
new member of the management team of Nastro-
Umwelttechnik Mr Thomas Sanders has proven experi-
ence in change management processes and is playing a
decisive role in this case.

What will happen now at the company?
The restructuring measures already initiated last year

will contribute to getting the company back on a stable
footing. To reduce costs, it has been agreed to merge

the two subsidiaries Nastro and MaaB. This will lead to a
reduction in overheads and considerable synergy poten-
tial, ranging from centralised purchasing, human resour-
ces and marketing departments to the standardisation
of distribution processes. The supply chain has been
assigned completely to an external service provider.
Responsibilities have been redistributed and a newly
introduced ERP system will serve to optimise processes
in future and organise them more efficiently. This will be
supported by a clearly optimised accounts and control-
ling operation, in order to be able to avoid project losses
in future. Staff needs and costs have already been redu-
ced through these measures.

How will the subsidiaries be merged?

With the merger of the operational subsidiary Reinecke
+ Pohl Solare Energien GmbH with the parent company
in 2006, the first step towards streamlining the compa-
ny structure had already been taken. This step was logi-
cal since the operational business of RPSE GmbH had
already been largely carried out by Nastro. A further
step towards simplifying the company structure will be
the merger of MaaB and Nastro. The companies will
shortly be trading under the name "COLEXON". Thus, the
Group will now establish a uniform brand appearance
for the first time. After RPSE initially pursued a multi-
brand strategy after taking over the operational subsi-
diaries in 2005 and kept to the existing model as regards
its external image, the emphasis is now on utilising syn-
ergy effects not only in the processes, but also in terms
of brand development.
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How will you win back investors' confidence in your
company?

Initially this is contingent upon the company generating
operating profits again soon and reaching its own tar-
gets in future. We are well on the way to achieving this.
We want to win back the confidence of investors with
transparent reporting, open communication and conti-
nuous maintenance of existing and new contacts. As an
additional confidence-building measure, in future all
quarterly and interim financial statements issued by the
company will be subject to an audit inspection by the
appointed auditors.

Why have not all the financial statements been
checked by an auditor?

Up until the incidents which took place at Nastro last
year all mid-year Group quarterly financial statements,
apart from the quarterly financial statements for the first
and second quarter of 2006, were subjected to an audit
inspection by the firm of auditors appointed by the
Annual General Meeting. The company's and Group's
annual financial statements for 2005 were, of course,
subjected to an inspection by the auditors, as is required
by law. In the financial year 2006 it was decided not to
subject the quarterly financial statements to an audit
inspection, as this is not required by the Deutsche Borse
or by law and would have entailed additional costs for
the company.

What is the strategy for the coming years?

The market changes that took place last year have
strengthened our resolve to concentrate even more on
thin film technology in the future. On the one hand this
segment is growing stronger compared to crystalline
technology. On the other hand thin film projects offer
more attractive margins in Germany and abroad.
Measures for expanding sales activities, such as, for
example, the establishment of regional sales and service
offices for improving market presence, have already
started or been implemented.

The basis for the growth strategy are still the existing
long-term supply contracts with renowned manufactu-
rers, such as First Solar and Bangkok Solar. This also
means that we can supply to large projects.

We are also extending our quality assurance system at
various levels. This includes improved supply audits and
our own quality testing laboratory for incoming goods
inspections for solar modules and extended service and
maintenance contracts for solar electricity systems we
have installed.

At the same time the internationalisation of the compa-
ny is to be continued, in order to further reduce our
dependency on the German home market after we were
already able to generate over 17 percent of our revenu-
es abroad last year. Thus, the business in Spain is to be
further expanded and cooperation with various local
project developers is to be intensified. RPSE AG also
wants to accomplish market entry in other Southern
European countries via the trading business initially, so
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that it can then gradually increase sales and earnings via
the project business in countries such as Italy or Greece
by supplying turnkey systems. At the same time we shall
expand our sales activities in growth markets in China
and South Korea, too. Through the measures taken RPSE
AG is optimistic that it can achieve significant growth in
the financial year 2007.

How will distribution activities be expanded?

National distribution has mainly taken place from the
Meppen, Wesel and Hamburg sites up to now. In order
to expand activities nationwide in Germany, it is planned
to increase our presence in Southern Germany in parti-
cular through regional selling agencies. In addition to the
regional offices, a key account distribution operation will
be introduced, which will concentrate on large projects.

The further expansion of activities abroad will also play
an important role in the next few years. In Spain various
major projects are at the planning stage, so that an
increased on-the-spot presence by our company is a key
objective. We also want to establish or increase our pre-
sence in the USA, Greece, Italy and France.

We are convinced that we have pursued the right path
with our team to achieve our goals.
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T. Preugschas 3.3 %
Monika Miller 5 %

HMB GmbH 10 %

RSl Societas
GmbH 13.4 %

Free Float 59 %

Pohl Beteiligungs
GmbH 9.3 %

While the German share index (DAX) rose by 22 percent
in the course of 2006, the sector index Prime 1G Rene-
wable Energies (index of the Deutsche Borse that covers
the solar and wind energy sector) even increased by 57
percent. What is however not apparent when examining
this and also other indices alone is the extremely varied
price and turnover trend of the many smaller joint stock
corporations compared to the large stocks with a corre-
sponding market capitalisation. Apart from the odd ex-
ception, small companies have suffered from an extre-

me reluctance by institutional investors to invest since
mid May 2006.

In addition, the extreme price trend for raw materials,
especially for oil, and discussions regarding changes in
the basic political conditions for the solar industry espe-
cially caused uncertainty in the solar sector. The fact that
the sector index nevertheless posted such an impressive
plus at the end of 2006 can mainly be attributed to an
extremely positive trend in the first half-year and espe-
cially the price development of the large sector stocks
with their high weighting in the index.

At Reinecke + Pohl Sun Energy AG the financial year
2006 was characterised by a few drastic incidents in the
second half of the year, which were unfortunately also
reflected in the development of the share price. The
price development proved to be correspondingly unsa-
tisfactory with a loss of 49 percent in the course of the
year after our share was able to surpass all the indices
in the previous year in terms of performance.

In the first quarter of 2006 the share made another hefty
gain. With the switch to the Prime Standard of the
Deutsche Borse on 21 April 2006 we wanted to lay the
foundations for a further increasing awareness level.
The second quarter was, however, characterised by a
general weakness in international stock markets which
our share could not escape. The price also fell sharply.
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Reinecke + Pohl Sun Energy AG / Frankfurt from 02.01.2006 to 29.12.2006
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In the second half of last year the development of the
share price was especially marked by internal events.
Since its interim slump at the beginning of December the
share has been able to recover again significantly, but
this does not change the negative performance of the
share overall in the financial year 2006.

Turnover of the Reinecke + Pohl Sun Energy stock came
to 14.7 million items last year and therefore doubled
compared to the previous year. Turnover was very high
especially in the last quarter.

The market capitalisation of Reinecke + Pohl Sun Energy
AG was exposed to considerable fluctuations in accor-
dance with the respective price development in the
course of the year. It stood at EUR 66 million at the start
of 2006 and EUR 31.6 at the end of the year. In the
meantime the market valuation reached a peak of EUR
118 million in the first half-year and a low of EUR 18 mil-
lion in the fourth quarter.
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In mid April 2006 the Executive Board decided to a issue
a convertible bond with the approval of the Supervisory
Board. It concerned a rights issue of up to 1.55 million
fixed-interest fractional debentures made out to the hol-
der each with a nominal amount of EUR 10 and a term
from 8 May 2006 to 7 May 2009.

Within the subscription period from 21 April to 5 May
2006 the convertible share was placed at EUR 10.4 milli-
on in a difficult stock market environment. If these
around 475,000 fractional debentures were converted in
full, the capital stock of Reinecke + Pohl Sun Energy AG
would increase from EUR 4.65 million to EUR 5.15 milli-
on.

The performance of the convertible bond was also nega-
tive comparable to the share price in the second half of
the year. Understandably the conversion price on the
one hand and the share price itself on the other hand,
had a substantial influence on the listing. At its peak the
difference between the market price and the repayable
amount of the convertible bond in 2007 (EUR 21.9) came
to almost 150 percent and at the end of the year the pri-
ces stood at EUR 13.

There is no doubt that RPSE AG disappointed its share-
holders in the year under review. On the occasion of the
report for the third quarter the events contributing to
the considerable price loss and the measures we took
were openly reported. Our key objective for 2007 will be
to win back the lost confidence of shareholders and
investors. We want to do this with transparent reporting,
open communication and continuous maintenance of
existing and new contacts. The premise for this can only
be that the company generates operational profits again
and meets its own expectations in the future. The foun-
dations have been laid for this through the measures we
have taken. We are convinced that the return to profita-
bility in 2007 will be reflected in the market price.
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Reinecke + Pohl Sun Energy AG specialises in planning
large photovoltaic plants (from 30 kWp) in the regenera-
tive energies sector. The operational subsidiaries plan
and construct turnkey solar power systems for building
owners and investors from agriculture, industry and the
public sector in Germany and abroad.

Our know-how lies especially in the area of the technical
planning and construction of solar systems. Compo-
nents (modules, inverters and substructures) from diffe-
rent manufacturers are planned on a customised basis
for the respective project. RPSE above all uses solar
modules made from innovative thin film technology,
whose availability has been secured through long stan-
ding supply agreements. Compared to conventional sili-
con-based modules, thin film modules in larger systems
offer higher profits for our customers as a rule. The aim
is to supply an optimised solar system for the respective

property and the building owner or investor. Wide-ran-
ging specialist advice forms the basis for this. The
assembly of the planned system is carried out on site by
sub-contractors under our supervision.

The company also operates a wholesale business with
modules and components of renowned manufacturers,
which are purchased worldwide and sold mainly in
Germany and Europe. The service ranges from the pure
sale of modules and components to the planning and
delivery of complete systems. In doing so, we offer advi-
ce and support in selecting optimum products for actu-
al properties and also prepare feasibility studies on
request.

The business model therefore offers flexible and stream-
lined corporate structures, which allow swift entry into
new geographical markets.
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The photovoltaic industry, especially that of crystalline
silicon, has achieved a maturity in the last few years that
was scarcely conceivable only five years ago, even
according to optimistic estimates. The industry is under-
going a transitional phase before becoming an establis-
hed industry with the character of large-scale producti-
on. Economies of scale and new technologies will open
up cost-cutting potential in all areas in the coming years.

In addition to the crystalline silicon technology that
dominates today, thin film technologies are increasingly
emerging. Feed-in remuneration and subsidies have
facilitated growth for the PV industry in the grid-connec-
ted market that has increased volumes and opened up
substantial cost-cutting potential. The shortage of sili-
con, technological development and cost pressure will
however also lead to an increase in investments in thin
film technology today and in the near future. The publis-
hed and initiated increase in capacity alone makes a
market share of 20 percent by 2010 appear realistic,
which could increase to 30 percent in the grid-connec-
ted sector in the following decade. In Germany alone
investment decisions for increasing capacity of thin film
production of about 300 MWp were taken in 2006.

However, a shortage of silicon is not the only reason for
the increasing trend towards thin film technology. Lower
temperature coefficients and improved weak light beha-
viour lead to higher energy yields compared to crystalli-
ne silicon. As a result of the high level of automation and
efficient thin film processes the production of modules is
more cost-effective, which is reflected in lower invest-
ment costs. However, the lower levels of module effi-

ciency compared to crystalline silicon lead to a greater
need for space and therefore higher installation costs for
substructures, for example.

Depending on the application, crystalline modules or
thin film modules offer advantages. In the case of high
temperatures, low or diffuse solarisation as well as non-
optimum system alignments thin film systems are clear-
ly at an advantage. The opposite applies in the case of
high solarisation on tracking systems or in the case of
limited space.

In the German market thin film technologies have alrea-
dy assumed a leading role where open field systems are
concerned for reasons of profitability. The decreasing
feed-in remuneration is creating a cost pressure - a wel-
come one at that - which will ensure the continuation of
this trend in the roof and building-integrated sector. This
trend will also take place in additional grid-connected
export markets in the near future.

Reinecke + Pohl Sun Energy AG is therefore relying heavi-
ly on thin film technologies without losing sight of crystal-
line applications. In both sectors we are actively tracking
the technological developments in cooperation with our
suppliers, in order to always be able to offer cost-effecti-
ve, state-of-the-art products in the coming years, too.
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RPSE does not have its own production facilities, but rat-
her concentrates on planning solar energy systems as a
pure system integrator. Modules and components are
purchased from third parties and can therefore be opti-
mally utilised for each project. In addition to price and
availability, quality plays an important role in this case.
Therefore the careful choice of suppliers and products is
of crucial importance.

Through active quality assurance and cooperation with
our suppliers we commit ourselves to quality improve-
ment and the further development of products. In doing
so, RPSE concentrates on the PV module sector; in the
meantime we mainly cooperate with four manufactu-
rers. Within the scope of this cooperation wide-ranging
production documentation has been created, on the
basis of which we can offer our customers the best pos-
sible advice. Both in the project and in the wholesale
section we check - especially in the case of thin film
systems - the system configuration, in order, on the one
hand, to offer the end customer an optimum system
and, on the other hand, to minimise possible warranty
expenses.

Active quality assurance includes not only supplier
audits on site but rather the measurement of PV modu-
les in our own testing laboratory. For this, a solar simu-
lator is available, which is used for random sample type
module characterisation and for verification if any
discrepancies arise in the module performance. The
short access time to our own laboratory is a decisive
advantage compared to weeks of waiting in the case of
external service providers.

Systems installed in the field are also integrated into a
monitoring system. The continuous observation of ener-
gy vyields allows swift service deployment if problems
arise with systems, in order to minimise lost earnings.

The crystalline PV module sector is very advanced, but
new, more efficient module types must be specified and
certified in this case. Greater participation by RPSE requi-
res thin film technology. RPSE concentrates on two pro-
duct lines, namely CdTe and amorphous silicon. The high
quality standard of the First Solar CdTe modules allows
RPSE to restrict itself to pure quality supervision and par-
ticipation in the specification of new products. Although
the amorphous silicon technology should be the more
mature technology historically, developments are taking
place in this field at lightning speed. RPSE is actively invol-
ved in optimising module production processes for sup-
pliers and in implementing and complying with quality
standards. The development from purely amorphous sili-
con to a combination with micro-crystalline layers will
open up new application areas for this basis technology in
the near future, with these modules standing side by side
with CIGS and CdTe modules as regards their efficiency.
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Jorg Bohlmann

r

We spoke to Jérg Bohlmann, head of the technical office
at Nastro Umwelttechnik GmbH in Meppen.

Mr Bohlmann, when does your work start?

We are responsible for the handling of the entire project.
As soon as an order is received by Sales, it is entered in
the department's systems. In doing so, the preplanning
for the project has already taken place. We then appoint
a responsible project manager for the system. Initially he

checks the stocks already reserved for the order and
finally assigns these to the order. Then he contacts the
customer and arranges an appointment on site. On site
the roof is measured again down to the last centimetre
and the exact dimensions, that is the measurements,
alignment and roof pitch, which were already taken into
account in the preplanning, are checked. Structural cha-
racteristics, for example, the shade, are noted, if this has
not already taken place. This is especially important, as
these factors affect the calculated performance of the
solar system.

Why is the shade so important?

The modules are connected in a row, e.g. 8 in a so-called
"string”. The weakest module always determines the over-
all performance of the "string”. Therefore, if in a row of 8
modules a module can render less performance due to
shade, the other 7 also only render this performance.
Therefore the roof area should be unshaded if possible. If
there is partial shade, this has to be taken into account when
arranging the strings.

What happens after the on-site inspection?

After planning the modules the final electrical alignment
of the system is carried out where the optimum circuit-
ry for the module strings and the inverters is calculated
and predefined. At the same time we file the necessary
mains feed-in application with the competent ESC (ener-

gy supply company).
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What factors determine whether feed-in approval is
granted?

For systems up to 30 kWp the ESC is obliged to grant this
feed-in approval without restrictions. For systems over
30 kWp measures may, be imposed, e.g. the insertion of
a transformer, to prevent mains overload. In the case of
larger systems we sort this out in advance when prepa-
ring the quotation to save the customer any unpleasant
surprises due to potential considerable extra costs.

What are the critical factors as regards the design of
the system?

One of the points to watch out for is the bearing capaci-
ty of the roof. A structural inspection is required that has
to be carried out by the client, that is the costs are borne
by the client. However, we also commission the inspec-
tion at the client's request before the order is placed
with us. Another point is, of course, the alignment and
pitch of the roof. In the case of crystalline solar modu-
les optimum vyields can be obtained if the roof is facing
south and the pitch is 30°. Thin film modules can be
assembled with more flexibility - they also work if the
light is diffuse, can face northwards and still produce
good results in some cases even if they are positioned at
ground level.

A frequently critical point is the fact that many of the
offered roofs are covered with material containing asbe-
stos and can therefore not be built on without difficulty.
For those, special permit is required.

Solar park Malsch

1
1
1
1
[

What happens after the system has been planned?

Once all the outstanding points have been clarified an
assembly team is formed. In addition to the project
manager, who plans and supervises construction that
team consists of an assembly party and an electrician.
These are employees of partner companies with whom
we have been cooperating for a long time. Scheduling of
the building site is carried out jointly. When the assem-
bly date has been fixed - a certain amount of uncertain-
ty always surrounds planning due to weather conditions
- the material is ordered for the required date and deli-
very to the building site is coordinated with our logistics
partner.

How is assembly of the PV plant carried out?
First the substructure is installed on the roof. For crystal-

line modules this consists of roof hooks with which sec-
tions that then hold the modules are fastened to the raf-
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ters. As thin film modules are unframed, Z sections are
fastened to the roof to reduce surface tension. The "nor-
mal" section is then screwed to the Z section. In turn the
modules are fastened to this and then wired up. Then
the inverters are installed and connected to the whole
system. Then the system is put into operation by the
hired electrical company with the competent energy
supply company. If everything is working properly, we
carry out the official handover to the customer. The cus-
tomer receives full system documentation.

How long does it take to assemble a system?

Of course, this depends on the size of the system and
the property. For systems of approximately 30 kWp it
takes a team of 3-5 employees a week to carry out
assembly and wiring. In the case of our large open land
projects installation can take up to several months.

Was there a project last year that was special to you?

Many projects had special peculiarities that posed new
challenges for us. Perhaps the open land project that
took place last year on the hazardous waste tip in
Malsch is worth a special mention. Here we erected an
open land solar energy plant with a nominal output of
600 kWp on the site of a hazardous waste tip.

Thin film modules produced by the company First Solar
were used for the system. These modules are cheaper to
purchase per kWp than conventional crystalline modules
due to their technology. They also produce electricity
with diffuse light without direct solar radiation. As the

thin film modules still have lower watt output per modu-
le than crystalline modules at present, more space is
required for the aspired to kWp output. For this reason
thin film modules are especially suitable for use on large
roofs, in large solar systems and in open spaces.

What was unusual about this project?

When the system was built 144 module tables, each
with 64 modules at 65/67.5 watt, were erected on 4 flat-
based reinforced concrete foundations, so that the per-
mitted ground pressure was not exceeded. This was
necessary to ensure that the film seal of the tip was not
damaged. A further special feature in terms of the
design and installation of the module tables was that the
sheep grazing in the area had to be taken into account -
the sheep were supposed to have sufficient green area
to graze on and, of course, not be able to damage the
modules or cable in the process. In total 9216 modules
were built with a surface area of 6,635.5 m2. The electri-
city is fed into the public grid via a station with a trans-
former and two central inverters. The first section with
241 kWp was put into operation at the end of December
2006 and completion is scheduled for the end of March
2007.

Mr Bohlmann, thank you for this interview.
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5. REFERENCE PROJECTS

F=———

F=——

' PELSTER GEBKEN + Moss
Solar power plant 170 kWp Solar power plant 90 kWp
Solar modules:  Aleo, polycrystalline silicon Solar modules:  LCP 150, polycrystalline silicon
Suntech STP 170 S
Inverters: SMA Sunny Boy
Inverters: SMA Sunny Boy
Location: Meppen, Emsland
Location: Dalum, Emsland

Commissioning:  April 2004
Commissioning:  March 2005
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ALTMEPPEN

GRUTH

Solar power plant 173 kWp

Solar power plant 119 kWp

First Solar, FS-Serie,

Solar modules:

r, FS-Serie,

First Sola

Solar modules:

CdS/CdTe semi-conductor

CdS/CdTe semi-conductor

SMA SMC Mini Central

Inverters:

SMA Sunny Boy

Inverters:

Meppen, Emsland

Location:

Meppen, Emsland

Location:

September 2005

Commissioning:

September 2005

Commissioning:
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' FEHRMANN ' BRUNS-TWIST
Solar power plant 100 kWp two-axle tracker Solar power plant 59 kWp
Solar modules:  BSC, 44 Wp, Solar modules:  Mitsubishi PV-MF 160EB3,
Thin film, amorphous silicon polycrystalline silicon,
24 trackers

Inverters: SMA Sunny Boy

Inverters: SMA Sunny Boy
Location: Twist, Emsland

Location: Twist, Emsland

Commissioning:  March 2006
Commissioning:  December 2004
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6. SPAIN

High solar radiation and comparatively good feed-in
remuneration lend the Spanish solar market high poten-
tial. Very favourable conditions have prevailed for pho-
tovoltaics since the new feed-in law came into force in
March 2004. In 2006 the Spanish market developed very
positively as expected with an estimated volume of 29
to 70 MW build-up (source: Dena 2006, Solarpraxis
2007). RPSE was able to establish key long-term busi-
ness relationships here last year via the trading business
and to realise turnover around the two-digit million euro
mark with a delivery volume of 3.1 MW. This translates
into a market share for RPSE in Spain of between 5 and
10 percent.

In Spain we virtually only supply to major projects.
However, in future we also intend to implement our own
projects in Spain via RPSE's Spanish subsidiary, RPSE
Espafia SL - which will in future be called COLEXON, like
all the operational subsidiaries. In doing so, the compa-
ny is relying on the trend in Spain, which is heading
more in the direction of large systems and solar parks
than in Germany.

However, to get into the top league of the key solar mar-
kets the sun-spoilt country must now urgently remove
the red tape associated with its subsidy and licensing
practice. The bottleneck in the Spanish solar market are
the bureaucratic hurdles. The licensing situation for
Spanish solar systems is far more complicated than in
Germany: to install a photovoltaic plant investors have to
produce a large number of permits and licences, so that
between 8 and 14 months can elapse between applying
for a system and installing it. This licensing procedure,

which is even to be supported with a financial deposit
for the feed-in approval in future, is supposed to stem
speculation and abuse and to ensure that only compe-
tent and solvent companies are involved in the develop-
ment of large systems. For this reason, RPSE, as one of
the larger German solar companies, is all the more
sought after as a partner in this case with its financial
clout and project experience.

RPSE already made far-reaching contacts in 2006, which
lead to expectations of turnover increases in this natio-
nal market in 2007 and the following years.
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AsiA

With the foundation of the RPSE Representative Office in
Shanghai in 2006, Reinecke + Pohl was one of the first
leading European PV plant integrators to set foot in the
Asian-Pacific region. The aim of this step was, on the one
hand, to extend the company's presence especially in
the Asian purchasing market for PV modules and system
components and, on the other hand, to open up new
sales markets in the region.

Within the scope of the buying strategy the company's
presence on site in Asia serves to maintain contacts with
long-term suppliers on the purchasing side. In addition,
we can react quicker to developments in the constantly
changing PV market. On the sales side Reinecke + Pohl is
in talks, via its representative office, with potential inve-
stors regarding projects in various countries in the
South-East Asian region. After clinching a planning order
for a 3 MWp system in Korea in 2006, further deals are
expected.

The collapse in demand for crystalline modules in the
European market in the second half of 2006 not least hit
Chinese module producers. This especially applies to
small and less well-known manufacturers, who cannot
keep up with the level customary in the market in terms
of costs and technological development. The company
Prim-Sola was also affected by this development. The
strategic advantage that would have arisen for RPSE in
the competitive purchasing market of 2005 from the

aspired joint venture participation in this company
therefore no longer materialised. The Executive Board
therefore resolved to no longer aspire to the contractu-
ally established 30 percent participation that was appli-
cable according to company law, but not yet effective. It
can be assumed that a consolidation will take place in
the Chinese PV industry, in which only really efficient
companies will be able to hold their own internationally.
These competitive manufacturers will however gain
increasing importance on the international PV market, as
the Chinese solar industry is becoming more and more
sophisticated. The aim of Chinese PV manufacturers to
integrate themselves vertically in the supply chain via
the current level continues to be clearly apparent. The
aim of this strategy is to be able to produce more cost-
effectively and therefore more competitively. In addition,
a number of Chinese module manufacturers obtained
the IEC certification last year, so that the products meet
internationally required quality criteria.

The country is still in its infancy as a sales market. China
approved a renewable energy law in 2005 that came
into force on 01.01.2006. For PV plants this law stipula-
tes that the ESCs are obliged to buy PV electricity from
the producer at a price fixed by the government.
However, the feed-in remuneration has not been appro-
ved yet, which is why the market for grid-connected
systems has not really taken off yet in China. Market
forecasts are correspondingly difficult and vague.
Predictions as to when feed-in remuneration will be
approved are of a very varied nature. Some insiders say
it will happen in 2007, but others anticipate it taking
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place in 2008 or even later. However, there are current
attempts by potential investors to negotiate feed-in
remuneration with the responsible government offices
in a project-related manner on the basis of the applica-
ble law. Thus, PV applications in China are currently
mainly off-grid projects for the electrification of isolated
areas, e.g. the electrification of mobile communication
systems or street lighting.

In South Korea a state subsidy model for renewable
energies applies that is based on the German Renewable
Energy Law (EEG) and makes the country an interesting
sales market for photovoltaic plants. The government's
ambitious goal is to install 1.3 GWp by 2012. The market
volume is estimated at 15-20 MWp for 2006 and 25-35
MWp for 2007.

The current feed-in remuneration for systems under 30
kWp built by the end of 2008 is 677.38 Won (approx.
EUR 0.55)/kWh and 711.25 Won (EUR 0.58)/kWh for
systems over 30 kWp. The feed-in remuneration will fall
annually by roughly 5 percent from 2009, similar to the
German EEG. The subsidy period is generally 15 years.

There is also a legal provision that 5 percent of the total
costs of public buildings with an area of more than 3000
m?2 have to be spent on using renewable energies in the
respective building. This is not restricted to photovol-
taics, but it includes photovoltaics.

In Korea the focus is exclusively on conventional crystal-
line technology at present, but interest in thin film is also

increasing here in line with the worldwide trend. We
assume that considerable potential exists in the medium
term for trade or projects with thin film modules.

The company is tapping into this promising Korean mar-
ket by means of strategic cooperation with local part-
ners. In doing so, RPSE will render planning services and
supply modules and components; the Korean partner
will be responsible for installation and negotiations with
the ESC and the customer or, in the case of public ten-
ders, for preparing the tendering documents. In this
cooperation model the Korean partner acts as the prin-
cipal contractor and RPSE as the sub-contractor.

The RPSE representative office in Shanghai also manages
an agency in Korea that is trying to acquire projects
directly on behalf of RPSE. For implementing projects we
especially rely on the construction services of local part-
ners. In these cases RPSE will act as the principal con-
tractor.
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COLEXON

8. COLEXON - THE NEW BRAND

With the increasing maturity of the international photo-
voltaics market, the professionalism of brand manage-
ment is becoming more and more important. After RPSE
initially pursued a multi-brand strategy following the
takeover of the operational subsidiaries in 2005 and kept
to the existing model as regards its external image, the
emphasis is now on utilising synergy effects for brand
development.

Therefore, the operational subsidiaries Nastro-Umwelt-
technik and MaaB Regenerative Energies will soon be
collectively called COLEXON. Thus, the Group will now
establish a uniform brand appearance for the first time.
The foreign subsidiaries in Spain and the USA will also
trade under the name COLEXON in future.

At the same time the merger of the two German subsi-
diaries is planned. Thus synergy effects will not only be
utilised more in terms of the company's external image,
but above all in its organisational processes. This step is
the logical further development of the restructuring
measures in the Group heralded at the end of 2006.

It is also planned to market solar modules that meet the
high in-house quality standard in future under the trade-
mark COLEXON.

With COLEXON a brand is being developed that is also
very catchy and easy to understand on international
markets. COLEXON derives form the English phrase "col-
lect sun". Thus, the company's name also indicates that
customers will be able to "collect money with the sun”
by using COLEXON solar systems.

The new COLEXON logo is similar to the logo of the
parent company due to a linking graphical element.
Thus, the operational subsidiaries are also to move clo-
ser to the parent company Reinecke + Pohl Sun Energy
AG optically. For the time being there are no plans to
rename the parent company.

colexZn
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 REINECKE + POHL SuN ENERGY AG, HAMBURG
GRrROUP MANAGEMENT REPORT FOR THE FISCAL YEAR 2006

1. BUSINESS AND GENERAL CONDITIONS

In 2006, industrialised countries experienced a continua-
tion of the economic upturn. Nevertheless, a distinct
reduction in terms of growth rates compared to the pre-
vious year was noted, particularly in the U.S. and Japan.
As the year progressed, the economic upturn in those
countries increasingly slowed down. On the other hand,
as the year progressed the economic area of the Euro-
pean Monetary Union proved to be robust in terms of
growth, and growth-rate gains were posted. The Euro-
zone's economic revival, detected as early as the sum-
mer of 2005, grew stronger and stronger in 2006. With
the strong upswing in Europe, the world economy on
the whole was able to offset the flagging economic situ-
ation in the U.S. and Japan. The attendant interest rate
policies of the central banks appeared similarly differen-
tiated. Inflation fears in the U.S. declined as the result of
the stagnant economic situation, and since mid-year, the
Federal Reserve has been trying to spur economic revi-
val by means of interest rate reductions. The European
Central Bank (ECB), however, continued its moderately
restrictive policies, due to restrained price acceleration.
The People's Republic of China was able to maintain its
high growth rate, even though the boom slowed down
a bit over the course of the year. Prices for raw materi-
als also rose further in 2006 as the result of global eco-
nomic expansion. Despite high stock levels and conside-
rable substitution processes, due to the high price level
and expanded production capacities, the price of crude
oil was higher towards the end of 2006 than it had been
the previous year.

Economic growth in Germany appeared much stronger
than in the previous year, and growth rates, also when

compared to the previous year, were once again higher
than in the rest of the Eurozone. Exports and the buil-
ding industry in particular proved to be the drivers for
German economic growth. It is expected that the
Germany's gross domestic product (GDP) has grown by
2.6 percent in 2006 (source: IfW Kiel, Weltwirtschaft und
deutsche Konjunktur im Winter 2006).

Photovoltaics

Reinecke + Pohl Sun Energy AG (also referred “Group” or
“Company”), with its focussed business model, is active
exclusively in the photovoltaics market. Photovoltaic
technology employs solar energy to produce electricity.
Technologies based on the use of solar energy in other
ways, such as transferring and storing heat in order to
heat drinking water or support heating, form their own
market segments within the solar industry.

The photovoltaic market was marked by rapid growth in
2004 and 2005. Therefore, for 2005, it is estimated that
between 800 and 900 MWp of newly-installed capacity
from all of the solar electricity facilities have been added
to the power grid in Germany this year. The sharp
increase in demand for solar modules could not suffi-
ciently be met, due to the resulting shortage of the raw
material silicon. Expansion of production capacities for
the source material used in crystalline modules will lead
to appreciable increases in the amount of silicon by 2007
at the earliest. Consequently, the demand for modules
exceeded supply and the prices for PV systems rose.
Over the course of 2006, system prices were reached for
silicon-based crystalline modules, which, together with
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lowered compensation for the electricity fed into the
grid, made investment in PV systems less lucrative. As a
result, demand weakened and the market declined.
Current estimates anticipate a roughly 30 percent decli-
ne, compared to 2005. Towards the mid part of 2006,
crystalline module prices came under renewed pressure
as a reaction to lowered demand. With prices as much
as 20 percent lower, we once again anticipate market
growth for 2007.

Meanwhile, solar energies are enjoying state support
worldwide. In this regard, the German Renewable
Energies Act (EEG), which the Bundestag passed in 2004
with broad approval, is considered the most successful
aid model and already serves as a standard for legislati-
on in more than 20 countries. For instance, a similar sup-
port model was introduced in Spain.

In Germany, the business concept for constructing a
photovoltaic facility essentially is based on the fact that,
in accordance with the EEG, electricity produced by the
system must be purchased by grid operators at legally
defined minimum remuneration, the so-called electricity
purchase price. The remuneration for feeding in solar
electricity, which is fixed for 20 years beyond the year in
which the system was put into operation, offers
Reinecke + Pohl Sun Energy AG customers a clear basis
for calculating future earnings from such a facility.

The objective of Germany's EEG is to promote the sustai-
nable generation of electricity from renewable energies
in the interest of protecting the climate, nature and the

environment, as well as reducing the use of fossil fuels.
Therefore, as prescribed by the legislation, the share of
renewable energies in electricity consumption should be
raised to at least 12.5 percent by 2010 and to at least 20
percent by 2020. The system price increases in 2005 and
2006 run counter to the goals of the EEG, as far as mar-
ket development is concerned. However, it must be
noted that with falling costs, a return to the long-term
targeted price corridor will be achieved by the end of
2007. Rapid development of the PV market has been
accompanied by strong growth in employment as well.

The EEG calls for the Federal Environment Ministry to
issue a progress report by 31 December 2007 as to the
status of electricity generation from renewable energies
and the development of costs associated with electricity
generation. The progress report is to be presented every
four years. According to a March 2007 announcement
by the Federal Environment Ministry, the review could
be completed as early as autumn 2007, as a consequen-
ce of current plans calling for environmental law to be
revised into an environmental code. Against the back-
drop of intensifying environmental discussions, as well
as the employment development, RPSE does not expect
the scheduled revision of the EEG to lead to any funda-
mental changes in the electricity purchase price. This,
together with the Federal government's environmental
policy statements, leads us to anticipate a market which
will continue to be safe for investments. The current
governing coalition invariably intends to adhere to the
support measures laid out in the EEG.
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The photovoltaic market can be divided into the seg-
ments: photovoltaic modules and components manufac-
turing, commerce, technical planning, delivery and instal-
lation of photovoltaic plants, and project development
and financing. Reinecke + Pohl Sun Energy focuses on
technical planning, the delivery and installation of photo-
voltaic plants, and commerce. Furthermore, the market
for photovoltaic power plants can be broken down into
these user areas: network-linked systems (grid) and
stand-alone systems (off-grid). Grid-connected photovol-
taic systems are connected to the mains supply. Stand-
alone systems, on the other hand, produce exclusively
for local use by the system operator. Within the frame-
work of its project development business, Reinecke +
Pohl Sun Energy AG is active exclusively in the area of
grid-connected systems, and it is not planning any sub-
stantial activities in the area of stand-alone systems.

Short Profile

As a manufacturer-independent system provider with its
headquarters in Hamburg, Germany, the company plans
and constructs photovoltaic power plant and sells these
turnkey-ready plants to institutional or private investors.
Today, the company is one of the market leaders for
photovoltaic power plants in the sectors of industry and
agriculture.

Corporate Structure

Reinecke + Pohl Sun Energy AG is the sole shareholder of
of Nastro-Umwelttechnik GmbH in Meppen (in future:
COLEXON Solar GmbH), of Maass Regenerative Energien
GmbH (in future: COLEXON Handel GmbH) in Wesel, of
Reinecke Pohl Sun Energy Espafia S.L. (in future: COLE-
XON Espafia S.L.) in Madrid/Spain and Reinecke + Pohl
Sun Energy LLC in Portland/USA. The company holds a

SUN’~ ENERGY

Reinecke + Pohl

(Holding)

Germany

International

Nastro-
Umwelttechnik
GmbH,
Meppen

MaaB
Regenerative
Energien GmbH,
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R+P Sun Energy
LLC.
Portland, USA

Reinecke Pohl
Espaiia S.L.,
Madrid, Spanien

Fe——————

Corporate Structure
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10 percent share of the capital stock of the BK Bau und
Grund GmbH i.L. During the course of the 2006 fiscal
year the Reinecke + Pohl Solare Energien GmbH,
Hamburg, was merged with the Reinecke + Pohl Sun
Energy AG, after its operating business had been trans-
ferred to Nastro-Umwelttechnik GmbH.

In the Consolidated Financial Statement of December 31,
2006, besides the parent company Reinecke + Pohl Sun
Energy AG, Nastro-Umwelttechnik GmbH and Maass
Regenerative Energien GmbH as well as Reinecke Pohl
Sun Energy Espafia S.L. have been included in the cour-
se of full consolidation. The 100 percent subsidiary Rei-
necke + Pohl Sun Energy LLC in Portland/USA as well as
a contractually established but by company law not yet
effective share of 30 percent of the stock of Shanghai
based Prim-Sola Energy Technology Co. Ltd. have not
been included in the consolidated financial statement
neither by full consolidation nor as associated company
due to their minor importance.

Business Model

As a manufacture-independent system provider, Rei-
necke + Pohl Sun Energy AG plans and constructs photo-
voltaic power plants and sells these turnkey plants to
institutional and private investors. According to the res-
pective customer agreement, the company performs the
following services: Examination of the project's opera-
tional efficiency and the technical suitability of installati-
on areas, obtainment of legal permission requirements
for the erection and operation of facilities on the respec-
tive surfaces, conduction of the flat roof static examina-
tions, and the preparation of yield appraisals. Further-
more, Reinecke + Pohl Sun Energy AG, as a project devel-

oper, also builds photovoltaic power plants for private
and institutional investors. In this respect, the company
initially identifies the suitable locations, offers these to
investors and arranges the required agreements bet-
ween the space owner and the investor (lease contracts
respectively land use contracts). As soon as the prerequi-
sites for the erection of a photovoltaic power plant have
been established, the company performs its services as
a system provider for the investor. Corresponding to
individual location requirements, the company plans the
technical arrangement of the facility and commissions a
third party with the installation. In this case, it primarily
concerns major facilities with output usually over 30
kWp. In individual cases, projects also feature output of
several MWp. For the buyer of the photovoltaic power
plant, Reinecke + Pohl Sun Energy AG then takes over
the delivery and ready-for-use installation of the plant
and the creation of the mains connection, generally at a
fixed price. The payment of the fixed price to Reinecke +
Pohl Sun Energy AG by the buyer, usually takes place in
phases (order placement, commencement of constructi-
on, final inspection). Whereas the company itself takes
over the implementation planning, the erection of the
facility is commissioned to subcontractors. In each indi-
vidual case, the company also takes over the technical
operational management for the buyer for a fee.

Reinecke + Pohl Sun Energy AG does not manufacture
photovoltaic modules itself. The company procures
these through closed delivery agreements required,
and through long-term procurement contracts from
various suppliers. System components are usually pro-
cured short-term on the market. Since Reinecke + Pohl
Sun Energy AG does not manufacture photovoltaic
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modules or other components itself, the company
group owns neither its own manufacturing plants nor
operates in the field of research and development.

Besides the system provider business and project busi-
ness, the trade of photovoltaic and components repre-
sents a significant portion of Reinecke + Pohl Sun Energy
AG's business activities.

The implementation of the company's business activities
is primarily carried out by the operative subsidiaries in
Germany. Nastro-Umwelttechnik GmbH as an operative
subsidiary is responsible for project installation and mo-
nitoring, whereas Maass Regenerative Energien GmbH
as well as Reinecke Pohl Sun Energy Espaiia S.L. are res-
ponsible for the module and component trade as well as
the internationalization. Reinecke + Pohl Sun Energy AG
as company sells the modules purchased in the scope of
long-term delivery contracts only to its group-internal
subsidiaries. The company has a representative office in
Shanghai / China and thus has excellent access possibi-
lities to the Asian procurement market, Furthermore,
international expansion of the existing branch offices in
Spain, the USA and China are planned.

Segments

The company's segment-reporting follows internal con-
trol and reporting. In this respect, the company is subdi-
vided into the segments "Projects” and "Trade". The
"Projects” segment includes the activities of Reinecke +
Pohl Sun Energy AG as a system provider of photovoltaic
facilities and as a project developer. The business activi-
ties of Nastro-Umwelttechnik GmbH is assigned to the
segment of "Trade".

In the segment of "Trade", the company's purchasing
and buying businesses of photovoltaic modules and
components are featured. These activities are primarily
carried out by Maass Regenerative Energien GmbH as
well as in the fiscal year 2006 for the first time in Spain
by Reinecke Pohl Sun Energy S.L. Nastro-Umwelttechnik
GmbH is also at low level involved in trade with photo-
voltaic modules and components, where Nastro-
Umwelttechnik GmbH is assigned to Reinecke + Pohl Sun
Energy AG's segment of "Projects”, due to internal con-
trolling and reporting.

Personnel

At the end of the fiscal year, Reinecke + Pohl Sun Energy
AG employed 71 (previous year: 50) permanent full-time
staff members (excluding the members of the Executive
Board and Management). Currently, 12 employees (pre-
vious year: 14) work at the company's Hamburg site.
These staff members are primarily responsible for cor-
porate administrative and marketing activities. As of
December 31, 2006, 44 employees (previous year: 24)
were located in Meppen and 11 employees (previous
year: 12) in Wesel. Employees at the later sites are enga-
ged in the planning, realization and sales of photovoltaic
facilities as well as the purchasing and trade of compo-
nents. Abroad, the company had 4 employees (previous
year: 1) as of December 31, 2006. The remuneration of
staff members employed with RPSE-Group is predomi-
nantly based on fixed salaries. In addition, employees in
various functions (management, sales, administration)
have variable salaries that have been agreed upon,
based on the employee's achievement of personal job
objectives as well as corporate objectives.
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The remuneration of the Executive Board contains both
fix and variable salary components. For the fiscal year of
2006, the individual variable salary compensation
amounted to 40 TEUR, based on the total overall perfor-
mance in MWp of photovoltaic facilities sold by the com-
pany during the fiscal year. The variable salary is due
upon the determination of the annual financial state-
ment. For 2006, no variable salary will be paid.

Objectives and Strategy

As mid-range goal, Reinecke + Pohl Sun Energy AG
wants to establish itself as one of the leading European
system providers of large-scale photovoltaic power
plants. The company observes interesting markets, par-
ticularly in those countries where public conditions,
comparable to the German EEG, either exist or are ex-
pected soon. Diversification into other areas of business
will not be pursued: in the future, the company will con-
centrate on the photovoltaics market.

To realise these objectives, Reinecke + Pohl Sun Energy
AG employ the following strategies:

= Implementation of innovative photovoltaic technolo-
gy (e.g. thin film technology)

= Assurance of the availability of modules at economic
conditions through the build-up of long-term delivery
relationships with a multitude of module suppliers
and presence in the Asian procurement market

= Take over of or investment in other enterprises with
synergetic potential

= Consolidation of assignment areas within the Rei-
necke + Pohl Sun Energy-Group (e.g. procurement of
modules, accounting, marketing)

= Outsourcing of installation activities to third party
companies

= Expansion and consolidation of customer base, in
particular by gaining institutional investors in PV
plants in Germany and abroad

Competitive Strengths
It is the company's opinion is that the following primary
strengths will contribute to future growth of the company:

= Experience in major plant projection:
Before the establishment of the company, the mana-
gement of Reinecke + Pohl Sun Energy AG collected
many years of experience in the projection of major
facilities in the field of regenerative energy. Beyond
that, a great majority of the Company's employees
have relevant specialized knowledge.

= Concentration on the core competences:
Reinecke + Pohl Sun Energy AG does not consider
constructional services as one of the company's core
competences. Therefore, the installation of photovol-
taic power plants is commissioned to chosen third
party-companies. The outsourcing of constructional
services allows for the retention of lean personnel
structures and offers flexibility during the completion
of orders as well. More over the group does not sell
financial products based on solar power plants (xxx)
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Quick reactions to market changes:

Due to its business model, Reinecke + Pohl Sun Ener-
gy AG is able to react quickly and flexibly to market
changes. The company is not tied to any specific pho-
tovoltaic technology, because they do not produce
photovoltaic modules themselves but instead procu-
re them on the market. Therefore, they can directly
adjust to new technological developments and orient
their procurement strategy to the appropriate market
conditions.

Transferability of the business model to foreign
markets:

Due to comparable public conditions in other coun-
tries as they exist or are shortly expected the compa-
ny sees the possibility of fundamentally transferring
their business model to new geographic markets and
realizing the aspired growth abroad as well.

Access to the capital market:

The procurement of photovoltaic modules must be
financed intermediately. A profitable growth of note-
worthy amplitude therefore requires a significant
investment of capital. In contrast to the majority of
competitors in Germany, Reinecke + Pohl Sun Energy
AG has direct access to the capital market, due to the
company being listed on the stock exchange. This
offers the company a large spectrum of financing
possibilities. They are also in the position to borrow
larger amounts of capital. In addition, Reinecke + Pohl
Sun Energy AG can set their shares as cash for growth
and thus, implement company takeovers in a manner
saving cash liquidity.
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2. FINANCIAL POSsITION

The RPSE AG was founded on 22 January 1999 (at that
time still named "B & K Beteiligungs AG", later signing
with the firm name "BK Grundbesitz & Beteiligungs AG")
and initially operated as a real estate firm. On 12 Novem-
ber 2003, insolvency proceedings were instituted a-
gainst the assets of the company. The insolvency pro-
ceedings were canceled on 07 December 2004. In the
Annual General Meeting of 18 March 2005 the continua-
tion of the company was resolved.

The company conducted practically no business activi-
ties in the fiscal years 2002 to 2004. In fiscal year 2005,

The RPSE Group's sales revenue during the period of 1
January to 31 December 2006 increased by TEUR 9,627
over the previous year to a total of TEUR 62,208. There-
fore, it was possible to increase sales revenue by 18 per-
cent over the previous year. Yet, at approximately 17
MWp, the targeted sales volume of more than 30 MWp
was not achieved.

Mio. EUR
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Sales of “Projects” segment 2005/2006

customers in the agricultural sector - thus far the com-
pany's largest customer segment - responded to this
market development with clearly restrained demand. It
was not possible to hedge against this to a sufficient
degree with higher-yielding thin-film projects due to a
lack of suitable module contingents. On the other hand,
price decreases for silicon modules of as much as 20
percent, which began in mid summer and continued
through the end of the year, improved the profit situati-
on for customers considerably. This stimulated demand
for crystalline solar power plants, although initially only
at a slow pace. Towards the end of the year, the price

dropped to an even lower level, which finally stimulated
interest on the part of buyers. The demand for thin-film
systems was pleasantly strong over the entire fiscal
year. In addition to CdTe modules from First Solar, the
company introduced amorphous silicon modules from
the manufacturers Bangkok Solar and TJS during the fis-
cal year. The delay in deliveries from the supplier Bang-
kok Solar, which resulted from the late commissioning of
a new assembly line and IEC certification that previously
had not been issued, meant that the targeted sales volu-
mes for BSC modules were not achieved. Furthermore,
the company was affected by the cancellation of large-
scale projects. Consequently, Nastro-Umwelttechnik
GmbH had to forgo the fulfilment of several orders.
Fixed project planning orders totalling more than 27 mil-
lion euros notwithstanding, construction of the facility
could not be started, as the customers' contracts could
not be adhered to. The cancellations were the result of
market changes and the subsequent financial problems
linked to earnings, which made a future implementation
of the corresponding projects unlikely. The preliminary
project services provided in this connection, which were
shown on the books as future receivables from produc-
tion orders, therefore had to be written off. The compa-
ny is seeking compensation for damages and is already
engaged in a dispute with one of the customers in this
regard. The distribution of sales over the course of the
year from the projects segment shows that in the fourth
quarter of the fiscal year sales were TEUR 9,663 and
thus lower than the previous quarter, Q3 2006. In addi-
tion to the circumstances described above, the implica-
tions of the internal events at Nastro-Umwelttechnik
GmbH could also be felt. The arrest of a manager of the
subsidiary as well as the requisite amendments to the
already published quarterly reports unsettled both
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employees and prospective customers. For this reason
as well, the industry's usually strong fourth quarter pro-
duced fewer sales in the projects segment in 2006 than
expected. Within the segment, sales were made by
Nastro GmbH as a result of transferring the business
activity of Reinecke + Pohl Solare Energien GmbH to
Nastro-Umwelttechnik GmbH the previous year. The
company thus was able to complete roughly 450 pro-
jects during the fiscal year, which ranged from a few
kWp to more than one MWp in output. More than 50
percent of sales were achieved through the implemen-
tation of facilities ranging between 10 and 50 kWp. The
strongest customer group, as was the case last year,
was from the agricultural sector, followed by municipal
customers and industrial operators. In the majority of
the projects, the facilities were constructed on the cus-
tomers' own properties. In the 2006 fiscal year, for the
first time, RPSE erected more solar electricity facilities
with thin-film modules than with crystalline modules.

In the “Trade” segment, sales of modules and compo-
nents totalled TEUR 27,181 in the 2006 fiscal year.
Therefore, sales revenue in this segment increased by
TEUR 18,950 over the previous year. In the solar modu-
les trade, approximately 9.3 MWp were sold, which
amounted to 6.4 MWp more than the previous year. Be-
cause thin-film capacities were developed as a priority in
terms of project implementation throughout the Group,
the share of crystalline modules dominated the trade
segment, equalling two-thirds of the total amount.
During the last three months of the reporting period, the
commercial segment managed to more than double the
amount of sales made up to that point during the fiscal
year, which was the result of renewed growth in de-
mand for modules towards the end of 2006. On the
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whole, approximately 67 percent of the annual volume
of trade was realised during the second half of the year.

The development of the company's business abroad
was pleasantly strong during the 2006 fiscal year.
Foreign revenues totalled TEUR 11,062, and we mana-
ged to increase our share of the corporate group's over-
all sales to nearly 18 percent. Apart from earnings from
project planning in South Korea, sales revenue was
achieved as the result of business in Spain. In 2006 the
Spanish market developed very positively as expected
with an estimated volume of 29 to 70 MWp build-up
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(source: Dena 2006, Solarpraxis 2007). RPSE was able to
establish key long-term business relationships here last
year via the trading business and realise turnover
around the two-digit million euro mark with a delivery
volume of 3.1 MWp. This translates into a market share
for RPSE in Spain of between 5 and 10 percent.

In the period from 1 January to 31 December 2006, the
group had expenditures totalling TEUR 55,108 (previous
year: TEUR 42,379) for purchased goods and services. In
the 2006 fiscal year, we managed to increase the gross
profit - which is made up of sales revenue and other
operational proceeds less changes in stock and expendi-
tures for goods and services - to TEUR 7,899 (previous
year: TEUR 7,616). The sales-based gross margin of 12.7
percent (previous year: 14.5 percent) fell compared to
the previous year, which is attributable to write-offs for
the lower value of stocks, which amounted to TEUR 834,
as well as the higher-than-planned share for trade.
These write-offs for the module stocks were made by
the Executive Board at the end of the year as part of risk
management following the drop in prices. In addition to
the subsidiaries, RPSE AG also boasts considerable sales
gains during the 2006 fiscal year over the previous year:
TEUR 14,794 (previous year: TEUR 1,561). RPSE AG's
sales revenue resulted primarily from the company's
module purchases which were then sold to the operatio-
nal subsidiaries, and therefore eliminated for the purpo-
se of the group's financial statement.

The group's personnel expenditure quota (personnel
expenditure divided by sales revenue) rose to 5.9 per-
cent for the 2006 fiscal year (previous year: 2.6 percent).
On the one hand, the increase in the number of em-
ployees, from 50 on 31 December 2005 to 71 as of the

reporting date, and, on the other hand, the concurrent
rise in sales revenue which was not proportional to the
increase in employees played a part in this. The staff
reduction initiated at the end of 2006 will result in lower
personnel expenditures in the first quarter of the 2007
fiscal year. As a result of the merger with Reinecke +
Pohl Solare Energien GmbH, RPSE AG employs a staff of
10 (previous year: 0), not counting the company's Board
members, as of the reporting date.

The group's write-offs, on the one hand, involve regular
amortisation for intangible and tangible assets amoun-
ting to TEUR 208. In RPSE AG's financial statement, this
item equals TEUR 44. Furthermore, as part of risk
management, extraordinary write-offs were made to
the inventories held by Nastro-Umwelttechnik GmbH
totalling TEUR 773. This concerned write-offs for defec-
tive modules from a German supplier. The company is
currently attempting to assert warranty claims.

The procurement costs for the participating interests
shown on RPSE AG's financial statement were not value-
adjusted.

Other operating expenses for the fiscal year rose to TEUR
9,507, which was disproportionate to the previous year
(TEUR 1,820). In particular, value adjustments totalling
TEUR 3,306 for receivables proved to be a burden in this
regard, which also involved non-paying claims for already
completed orders, similar to the preliminary services pro-
vided for the aforementioned large-scale projects. In addi-
tion, RPSE AG's expenditures for legal, consulting and
auditing costs increased to TEUR 1,377 (previous year:
TEUR 578) in particular due to higher consulting expenses
as a consequence of capital market requirements, M&A
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activities and internal processes at Nastro-Umwelttechnik
GmbH. In addition, the company incurred TEUR 600 in
expenses as the result of settling a legal dispute with
Meridian Solare Energieprojekte GmbH. Advertising and
marketing expenses amounted to TEUR 1,684 during the
reporting year, or 2.7 percent of sales revenue.

The investment and financial result for the fiscal year
amounted to TEUR -717, which was encumbered by
one-off costs of TEUR 415 for the convertible debenture
issued in the early part of 2006. In addition, the compa-
ny also incurred expenses related to the financing of
import credits for the purchase of photovoltaic modules.

Due to the group's deficit situation, an deferred tax asset
of TEUR 1,330 arose. In addition, with the resolution of
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deferred tax liablility -the group's books showed tax
revenues of TEUR 990. Together with other claims for
refund or payment obligations of income tax, there was
a positive profits tax of TEUR 2,717 (previous year: TEUR
-1.523).

At the Group level, there was an annual deficit of TEUR
4,433 for the 2006 fiscal year, as opposed to a surplus of
TEUR 2,623 for the previous year. After calculating this
against the profit brought forward from the previous
year and calculating the book result against the capital
reserve, an accumulated group profit figure shown in
the balance sheet of TEUR 3,247 results (previous year:
accumulated profit of TEUR 2,748).

The “Trade” and “Projects” segments were not able to
close out the 2006 fiscal year with positive results. In the
projects segment, there were segment results of TEUR -
2,519 (previous year: TEUR 4,491). In addition to the afo-
rementioned circumstances for the entire Group, the
segment results were particularly negatively affected by
an excessive cost basis relative to the sales achieved and
the value adjustments for receivables and modules. The
results for the segment “Trade” amounted to TEUR 1,363
in the 2006 fiscal year (previous year: TEUR 711). As far
as the commercial segment goes, the write-offs for the
lower values of the module stocks made on the repor-
ting date and the high additional expenses for the debut
had a particularly negative impact on results.

RPSE AG reports an annual deficit of TEUR 4,932 in its
individual financial statement, which resulted primarily
from the merger of Reinecke + Pohl Solare Energien
GmbH with the parent company Reinecke + Pohl Sun
Energy AG as well as from current expenses for legal,
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consulting and auditing services, the cost of issuing the
convertible bond and the settlement costs in the
Meridian lawsuit.

As part of the first consolidation of subsidiary shares, the
active balances, e.g. the amounts by which the compa-
ny's acquisition costs exceed the historically appraised
value of the financial equity of the particular company,
were reported in full as goodwill. In accordance with
IFRS regulations, goodwill will not be systematically writ-
ten off. Instead, a test to determine depreciation in value
will be carried out at least once a year so that any neces-
sary, unscheduled write-offs may be identified. The
goodwill on the books decreased to TEUR 18,839, com-
pared to TEUR 19,928 for the previous year. As part of
the share acquisition of Nastro-Umwelttechnik GmbH
and MaaB Regenerative Energien GmbH, earnings gua-
rantees for the 2005 and 2006 fiscal years were issued
by former shareholders of these companies. However,
because the targeted results for the 2005 fiscal year
were not achieved by Nastro-Umwelttechnik GmbH or
MaaB Regenerative Energien GmbH, goodwill was corre-
spondingly reduced. In the case involving earnings gua-
rantees for MaaB3 Regenerative Energien GmbH, there is
a payment claim of TEUR 432 against a board member.
The company is currently pursuing settlement of the
payment. The impairment test indicated no need for
write-offs.

31.12.2006  31.12.2005

T€ T€
Projects 6.758 7.360
Trade 12.081 12.568
Goodwill 18.839 19.928

The other intangible assets primarily concern IT soft-
ware, other facilities, and operating and business machi-
nery and equipment such as vehicles, office equipment
and IT hardware. From the group's perspective, the
identified values are of minor significance.

As of 31 December 2006, the group's financial assets
include the subsidiary R+P Sun Energy LLC, Portland,
Oregon, USA, which has not been consolidated for mate-
riality reasons. The 30 percent share in the Shanghai
Prim-Sola Energy Technology Co. Ltd., Shanghai, PR
China (Prim-Sola), which has been contractually substan-
tiated by MaaBB GmbH during the 2005 fiscal year but is
not yet effective under corporate law, was closed out in
the 2006 fiscal year. The company will not continue to
pursue the necessary permits required to make the
share legally effective. In its individual financial state-
ment RPSE AG reports acquisition costs for the subsidia-
ries Nastro GmbH and MaaB GmbH and foreign shares
totalling TEUR 1,563. The share in Reinecke + Pohl Solare
Energien GmbH shown on the previous year's balance
sheet was resolved by the merger of the subsidiary with
RPSE AG, which was carried out in the 2006 fiscal year.
Claims for refund on income tax as well as deferred
taxes adding up to a total of TEUR 1,330 are shown as
long-term assets.
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Photovoltaic-modules and services rendered in con-
junction with the planning of photovoltaic plants are
shown as work in progress and goods in stock. Balance
sheet stocks totalling TEUR 13,834 (previous year: TEUR
7,402) primarily concern the module stocks held on 31
December 2006.

31.12.2006  31.12.2005

T€ T€
Receivables from
goods and services 5.261 8.578
Future receivables from
production orders 139 3.646
Receivables 5.400 12.224

As of the reporting date, receivables from goods and
services plus future receivables totalled TEUR 5,400.
Future receivables include realised partial profits from
project planning orders as part of production orders less
the collected prepayments for these orders. The TEUR
139 figure solely concerns Nastro GmbH's project plan-
ning orders as of 31 December 2006.

The assets belonging to the segment “Projects” amount
to TEUR 10,673 as of the reporting date (previous year:
TEUR 16,301). The segment “Trade” has assets totalling
TEUR 18,716 at the year-end closing (previous year:
TEUR 8,440). The shifting of segment assets in favour of
the trade area is primarily the result of the increased
inventory in the commercial sector at year's end, as well
as the decline in outstanding receivables in the projects

area. The value of group's total assets was TEUR 56,874
as of 31 December 2006 (previous year: TEUR 44,829).

RPSE AG's subscribed capital remained unchanged at
TEUR 4,650 as of 31 December 2006.

Capital reserve increased by TEUR 1,232 over the previo-
uUs year as a result of the equity share of the convertible
debenture issued in the 2006 fiscal year. To compensate
for the deficit of RPSE AG in the fiscal year, TEUR 4,932
were with drawn from the capital reserve. The balance
of the capital reserve thus has decreased by TEUR 3,670.

The long-term debts concern the outstanding liabilities
in connection with the convertible debenture issued in
the 2006 fiscal year in the amount of TEUR 9,378.
Repayment will be made in May 2009 in accordance
with the loan conditions. The partial debentures have
thus far not been converted into shares. Apart form
deferred tax reserves totalling TEUR 32, which essential-
ly resulted from the utilisation of partial profits from pro-
duction orders, remaining obligations from the settle-
ment of a lawsuit as well as deposits received from sub-
letting are shown as long-term debts.

Reserves were down to TEUR 1,199 in 2006 (previous
year: TEUR 2.613) due to dispensable tax reserves in the
deficit situation of the company. They include deferred
taxes provisions. Further tax provisions in the amount of
TEUR 158 (previous year TEUR 301) were established.
Other reserves totalling TEUR 1,041 (previous year: TEUR
1,014) largely have to do with guarantee reserves in
addition to legal and consulting fees and costs related to
preparing the annual financial statement and audit.
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The only financial liabilities existing for the RPSE Group
as of the reporting dates of 31 December 2006 and 31
December 2005 are in the form of current account liabi-
lities with credit institutions. Due to the short-term utili-
sation of an import line of credit, there was a liability of
TEUR 4,297 (previous year: 587) as of the reporting date.
The trade liabilities include, for the most part, accounts
payable for the purchase of photovoltaic modules and
services within the context of system provider and pro-
ject business. Other liabilities total at TEUR 1.026 (previo-
us year TEUR 1,182) and concern mainly import turnover
tax to be paid for module import.

The segment debts for “Projects” amounted to TEUR
10,456 as of the reporting date (previous year: TEUR
15,962). Debts for “trade” were TEUR 18,523 (previous
year: TEUR 7,224). As of 31 December 2005, the group's
total debts amounted to TEUR 24,482.

Principles and objectives of RPSE AG's financial business
management are oriented toward ensuring the financing
of the group's operational business and solvency at all
times. Group equity amounts to TEUR 32,392 as of 31
December 2006 (previous year: TEUR 35,594), and the
equity ratio is 57 percent (previous year: 79 percent). The
fixed assets are completely covered, the short-range
assets are 32 percent covered by equity. After deducting
the goodwill shown on the balance sheet as of 31
December 2006, a calculated equity of TEUR 13,554
remains (previous year: TEUR 15,666). By issuing a con-
vertible debenture, the company was able to realise
TEUR 10,400 in liquid funds in May. The holders of the
convertible bonds have the option to convert it into a
share similar to a partial debenture during the period of
1 January 2007 to 7 May 2009. A corresponding amount
of conditional capital is available for this purpose. So far,
the conversion option has not been exercised. In the
event that the conversion option is not exercised for the
partial debenture, the unit issue price of the convertible
debenture of EUR 21.90 is to be repaid on 7 May 2009.
There are 474,886 partial debentures that have been
issued. Further financing from borrowed capital available
to the company is in the form of short-term current
account lines of credit for the current business and car-
ried a balance of TEUR 4,297 as of the reporting date. At
year's end, the company had liquid financial capital
amounting to TEUR 14,290 (previous year: 4,225), which
in part was set aside on the reporting date as term
money in the form of a financing reserve.
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Cash flow from normal business operations for the 2006  In the 2006 fiscal year, RPSE AG made investments in tan-
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3. ANNUAL REVIEW

February
= Additional inclusion of company's shares in trading
on the Deutsche Borse in Frankfurt.

March
= Publication of annual financial statements for 2005.

= Conclusion of an exclusive framework agreement for
the supply of more than 150 MWp with the largest
Thai thin film module manufacturer Bangkok Solar.

April
= Announcement of issue of a convertible bond.

= Inclusion in the "Prime Standard" segment of the
Deutsche Borse, Frankfurt.

= Conclusion of a framework agreement with an
American solar module manufacturer First Solar with
regard to the long-term supply of at least 140 MW
thin film modules until 2012.

= Law suit by Meridian Solare Energieprojekte GmbH,
Hildburghausen, with regard to the partial amount of
an alleged compensation claim totalling approximate-
ly EUR 8.45 million before the Regional Court
Hamburg due to the supposedly culpable failure to
integrate Meridian Solare Energieprojekte GmbH.

= Disclosure of the conditions of the convertible bond.

May
= Ordinary General Meeting on 19 May.

= VPublication of the report for the first quarter 2006.

= Completion of the issue of the convertible bond with
an earnings volume of EUR 10.4 million.

June

= Conclusion of an agreement with Baoding Tianwei
Yingli with regard to the supply of module capacities
of up to 162 megawatts until 2010.

August
= Acceptance of a planning order for a 3 megawatt pro-
ject in South Korea as a long-term market entry.

= Inauguration of the world's largest thin film on-roof
photovoltaic plant of the disposal company
Westminsterland (EGW) in Gescher/Borken (1.4 MW).

= Publication of the half-yearly report.

Oktober

= Hermann Muller, the Managing Director of the subsi-
diary Nastro-Umwelttechnik GmbH, resigns from his
office as Managing Director of Nastro for urgent per-
sonal reasons with immediate effect.

= Gerd-Jirgen Pohl becomes the new managing direc-
tor of Nastro. For this reason he will have to resign
from his seat on the Supervisory Board of RPSE AG.

60

Reinecke + Pohl Sun Energy AG



ANNUAL REVIEW

Ms Britta Horney is appointed as the new member of
the Supervisory Board of RPSE AG.

Withdrawal of the previous turnover and result tar-
gets for 2006.

After consulting with the Supervisory Board the
Executive Board entrusts the auditors Ernst & Young
with investigating the revenue recognition process at
the subsidiary Nastro-Umwelttechnik GmbH.

November

Announcement of the turnover and profit figures for
the third quarter 2006. Ernst & Young establishes that
EUR 4.9 million too many sales were booked in the
second quarter of 2006 due to incorrect entries and
accounting errors, which will have to be corrected in
the following quarter. Adjustment of performance
targets for 2006 .

The Spokesman of the Executive Board, Mr Martin
Schulz-Colmant, resigns from his office with imme-
diate effect by mutual agreement with the
Supervisory Board.

Appointment of Mr Thorsten Preugschas, Managing
Director of the RPSE subsidiary MaaB Regenerative
Energien GmbH, Wesel, as member of the Executive
Board.

Preparation of a restructuring plan by the Executive
Board.

Settlement of the legal dispute with Meridian Solare
Energieprojekte GmbH by effecting a composition to
avoid years of legal wrangling (settlement sum EUR
600,000).

Publication of the report for the third quarter 2006.
Holding of the analysts' conference within the scope

of participation in the Shareholders' Equity Forum of
Deutsche Borse AG in Frankfurt am Main.

Dezember

Merger of the subsidiary Reinecke + Pohl Solare
Energien GmbH to form holding Reinecke + Pohl Sun
Energy AG with effect as of 1st January 2006.

Conclusion of an option agreement for the acquisiti-
on of a Spanish project developer.
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SUPPLEMENTARY REPORT

4. SUPPLEMENTARY REPORT

The following events which took place after the conclu-
sion of the 2006 fiscal year can be mentioned as occur-
rences of special significance:

Staff reduction in Meppen

As part of restructuring measures, the number of
Nastro-Umwelttechnik employees was reduced from 44
at the end of the 2006 fiscal year to 25 as of 1 March
2007. The staff reduction was achieved in part by trans-
ferring the employer-employee relationships to a logi-
stics company, which will handle inventory control on
behalf of the company in future. Employees were also
laid off as part of group organisational consolidations, or
they simply left the company.

Creation of a uniform brand name

With its decision to establish a uniform market presence
in the future for all of the operational subsidiaries under
the new name "COLEXON’, the Executive Board has laid
the basis for taking advantage of synergy effects in
terms of brand development. With the name COLEXON -
which should evoke the words collect and sun - it will be
possible to develop a brand that is easy to remember
and easily understood in international markets. By
means of the logo, which shows the same sun as on the
RPSE logo, COLEXON will continue to be associated with
the parent company. Shareholder decisions have already
been made calling for the renaming of Nastro-Umwelt-
technik GmbH to COLEXON Solar GmbH and Maal
Regenerative Energien GmbH to COLEXON Handels
GmbH. The decisions will take effect once entries have
been made in the commercial register. A renaming of
RPSE AG is not planned for the moment.

Introduction of an ERP system

In order to optimise operational processes, a project
aimed at introducing a group-wide Enterprise Resource
Planning (ERP) system was initiated in the first quarter of
the 2007 fiscal year. Once the corresponding software
has been applied, all corporate areas will function on a
uniform, comprehensive platform in future. In addition
to this being a further step towards the group's integra-
tion, the introduction of the system will simplify the
company's risk controlling.

Outsourcing of logistics chain management

To further reduce the corporate structure and increase
efficiency, the company has handed over all warehouse
and logistics activities to an outside company commis-
sioned to handle those tasks. The car pool and its per-
sonnel were sourced out in addition to the warehouse
spaces. Essentially, in future, the company will incur only
transaction-based expenses for those services.

Business development in Spain

In future, the company's business strategy in the
Spanish market will increasingly be more strictly focus-
sed on developing large-scale projects. For this reason,
we will examine various projects throughout the country
which could be implemented by RPSE. In order to imple-
ment this strategy in a flexible and risk-optimised man-
ner, an option to purchase a Spanish company, which
had been worked out in December 2006, was not exer-
cised.
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5. DISCLOSURE OF TAKE-OVER BARRIERS

1. The company's subscribed capital as of the end of the
2006 fiscal year amounted to EUR 4,650,000.00. It is
divided into 4,650,000 no-par stocks bearing the
name of the holder. The rights and obligations con-
nected with these common shares are derived in par-
ticular from §§ 12, 53a ff, 118 ff, 186 of the Stock
Corporation Act.

. Direct or indirect shares in the share capital which

exceed a 10 percent stake are held by RSI Societas
GmbH, Hamburg (13.4 percent share), and HMB
GmbH, Meppen (more than a 10 percent share in the
company's share capital). To the company's knowled-
ge, there are no other direct or indirect shares in capi-
tal that exceed more than 10 percent of the voting
rights.
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DISCLOSURE OF TAKE-OVER BARRIERS

3. Rules concerning the appointment and dismissal of the

Executive Board are stipulated in the Stock Corporation
Act (§ 84), as well as the company's articles of associa-
tion. The Executive Board shall consist of at least two
members. Apart from this, the Supervisory Board shall
approve the number of members on the Executive
Board. The Supervisory Board can appoint a Chairman
and Vice Chairman of the Executive Board. Deputy
Executive Board members may also be appointed. The
Supervisory Board can issue rules of procedure for the
Executive Board. The schedule of responsibilities for
the Executive Board is subject to its approval.

4. In accordance with the resolutions of the shareholders'

meeting on 19 May 2006, the Executive Board is aut-
horised to increase the share capital in accordance
with § 4 Paragraph 6 of the articles of association by
up to and including EUR 2,325,000.00 by means of a
one-time or multiple issue of new shares bearing the
name of the holder in exchange for cash or non-cash
contribution (authorised capital) during the period
extending to 18 May 2011, subject to the approval of
the Supervisory Board.

In addition, in accordance with the resolutions of the
shareholders' meeting of 7 May 2005, there is condi-
tional capital. The company's share capital is conditio-
nally increased in accordance with § 4 Paragraph 7 to
as much as EUR 1,550,000.00, by means of issuing as
many as 1,550,000 new shares bearing the name of
the holder (conditional capital).

The Executive Board is further authorised, in accordan-
ce with the resolution of the shareholders' meeting on
19 May 2006, to acquire company shares between 20

May 2006 until the end of 18 November 2007 amoun-
ting to as much as a 10 percent stake of the share capi-
tal existing at the time of the resolution. In doing so, at
no point in time may the stake in the company's exi-
sting share capital exceed 10 percent as a result of the
shares purchased under this authorisation combined
with other shares already acquired and still held by the
company. The company may exercise this authorisati-
on in whole or in partial amounts, in a one-time trans-
action or as part of several transactions.

. The articles of association for Reinecke + Pohl Sun

Energy AG may only be altered by a resolution of the
shareholders' meeting in accordance with §§ 133 and
179 of the Stock Corporation Act. Resolutions of the
shareholders' meeting shall be passed with a simple
majority of votes, provided no contradictory provisions
are prescribed in the articles of association or by any
other mandatory provision of the law. In the event that
the law prescribes a capital majority in addition to the
majority vote, then in such a case it shall be a simple
majority of the share capital represented at the time
that the resolution is taken. The authority to alter the
articles of association, which only pertains to the wor-
ding, has been assigned to the Supervisory Board in
accordance with § 14 of the articles of association, in
conformity with § 179 Paragraph 1 Item 2 of the Stock
Corporation Act.
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6. RiIsk REPORT

In accordance with Reinecke + Pohl Sun Energy AG's ent-
repreneurial objectives, the company endeavours not to
take any unreasonable risks. However, within the cour-
se of its business activity, both the company itself, as
well as its subsidiaries, are exposed to various risks, not
only in connection with the current operational business
but also in connection with changes in the market or
business environment, which are deemed justified or
could be justified.

The existing risk management system was further deve-
loped during the fiscal year in order to control these
risks, yet also to be simultaneously in the position to
take advantage of opportunities arising for the compa-
ny. To this end, the Executive Board maintains a risk
manual in which major risks are identified and classified
on the basis of a so-called risk map. Furthermore, within
an extended management circle, risk officers have been
assigned to individual risks and tasked with monitoring
them on an ongoing basis. Therefore, the risk monito-
ring system developed on that basis also represents an
important management and control tool for the Execu-
tive Board. On the whole, the risk management system
should ensure that possible risks can be identified, clas-
sified and monitored on an ongoing basis. In doing so, it
is especially important to minimise or avoid possible
risks, e.g. only take risks which are unavoidable in terms
of creating value.

The Executive Board of Reinecke + Pohl Sun Energy AG is
convinced that the company thus has a comprehensive
and comprehensible system which enables and guaran-
tees a systematic and permanent approach on the basis
of a defined risk strategy. The current risk management
system will be subjected to further practical testing, and
it will gradually be adapted to reflect the new insight
gained and changes stemming from the operational
business.

In each of its meetings during the 2006 fiscal year the
Executive Board discussed in detail the company's indi-
vidual risks within the expanded management circle,
and the Board made various decisions about how to
handle the possible risks. During the year, the manage-
ment circle was particularly concerned with general
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RISIKOBERICHT

market risks which emerged during the first half of the
year, due to rising market prices for modules and the
market changes accompanying this. Reinecke + Pohl Sun
Energy AG is reacting to this with its strategy of backin
more intensive use of innovative and cost-effective thin-
film technology, so that its targeted margins may be
achieved. Parallel to this, the company has a presence in
the Asian procurement market via a representative
office in China.

In addition, following the incidents at Nastro-Umwelt-
technik GmbH, the risks connected with the loss of key
management functions have been identified and their
prevention has been discussed. Risks with regard to the
company's accounting that could arise from irregulari-
ties or intended or unintended breaches of procedural
directives have also been minimised through various
measures. In addition to the new appointment of busi-
ness and commercial managers at Nastro-Umwelt-
technik GmbH, a newly developed documentation
system has been developed for storing project files,
which ensures that a standard filing system is used.
Furthermore, the strict documentation of the security
principle for all accepted project orders has been orde-
red and additional and immediate reporting on all recei-
ved orders to the Executive Board of the parent compa-
ny has been implemented. In the course of hiring a firm
of auditors changes were made to various operational
processes, in order to make improvements with regard
to various risks. The initiated introduction of integrated
corporate software (ERP system) will extend the compa-
ny's risk management.

One risk for the company's business activity has to do
with the possibility of state support for renewable ener-

gy sources being curtailed. In Germany, the EEG current-
ly promotes photovoltaic technology in particular, which
comprises the focus of RPSE business activity. This form
of electricity generation will be competitive in the area of
grid-connected facilities, as opposed to other energy
sources, for the foreseeable future in Germany only with
state-approved financial support of photovoltaic-gene-
rated electricity. Therefore, particularly in Germany,
these state-supporting measures are a necessary condi-
tion for RPSE business success. Consequently, the mana-
gement of RPSE is anxious to establish itself in foreign
markets in order to reduce dependence on the German
market. To this end, the initial steps have already been
taken, particularly in Spain, during the 2006 fiscal year.

Another risk that was observed and discussed involves
supply shortfalls or delayed deliveries as well as delive-
ries of defective modules. Because the company itself
does not produce photovoltaic modules or any other
system parts for photovoltaic facilities, but instead pro-
cures them on the market, it is dependent on timely deli-
veries of high-grade products. Reinecke + Pohl Sun
Energy AG is facing this dependence with a broad diver-
sification of its supplier relationships and manufacturer
independence based upon that. In the thin-film techno-
logy sector, the company is backing quality controls in
suppliers' production and regular information about the
production process in order to minimise risk. In addition,
the company installed a module test lab of its own,
including a module testing facility, so that it will be in the
position to conduct quality tests.

In addition, risks could also emerge in the competitive
environment, for instance through technological innova-
tions or even through consolidation in the photovoltaic
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sector. Reinecke + Pohl Sun Energy AG is facing these
possible risks in the market and sector with a consistent
positioning of the company as a manufacturer-indepen-
dent system provider, a clearly -focussed business mo-
del, and continuous and intensive monitoring of compe-
tition.

Furthermore, another possible risk could be sales finan-
cing for municipal customers. Because their pre-finan-
cing periods are considerably longer than those of priva-
te investors, a higher demand on liquidity generally ex-
ists for orders placed by public authorities. The compa-
ny has reacted to this by endeavouring to set up addi-
tional short-term lines of credit with banks to cover the
financing requirements of defined projects.

A quantification of risk categories of financial instru-
ments as well as the respective sensitivity analysis, as
required by IFRS 7.36-42, is waived for material reasons
in accordance with IAS 1.31.

Receivables for goods and services will be assessed con-
tinuously in terms of the likelihood of collection and, in
conspicuous cases, value adjustments will be made.

The liquidity risk will be minimised by maintaining suffi-
cient financial funds and through financial management
and access to borrowed capital and equity capital.

Risks from current agreements or new customer agree-
ments to be concluded will also be permanently monito-
red and assessed.

In the area of legal risks or amendments resulting from
regulatory requirements, impairments to business could

result. As a listed public company, the RPSE Group is also
subject to growing risks, which could have the result
that the company may no longer be in the position to
observe the numerous regulations and increasing legal
amendments. Reinecke + Pohl Sun Energy AG is facing
this risk with appropriate adjustments, and by defining
processes within the company's organisation. In additi-
on, the company employs experienced consulting firms
who are assuming responsibility for risk-monitoring
functions.

Business, funding and development of results could be
impaired by the aforementioned risks, or even other
risks. In addition to those risks, there are also other risks
that are presently unknown or perhaps even undetec-
ted, which likewise could have a negative impact on our
business. Therefore, Reinecke + Pohl Sun Energy AG will
continue to continuously monitor risks and evaluate the
efficacy of individual countermeasures. Despite constant
adjustments to the risk management system, the identi-
fied risks cannot be completely quantified with regard to
the likelihood of their occurrence or repercussions ex-
pressed in terms of a monetary amount.
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7. FORECAST REPORT

It is assumed that strong growth in the global photovol-
taic market will continue during 2007 and 2008 follo-
wing the price-related consolidation phase of 2006. The
growing public discussion about global warming further
raises acceptance, as well as political pressure for a
stronger development of renewable energies and, in
particular, photovoltaic electricity.

RPSE will be able to attain the lowest share of annual
sales during the first quarter of 2007, which is normal in
the industry, due to weather conditions and other fac-
tors. The growing market in southern Europe permits us
to anticipate a certain levelling of the seasonal sales
volumes in future.

Despite falling sales prices in the crystalline projects
area, the Executive Board expects that the projects divi-
sion will maintain or even be able to increase its margins
during the 2007 fiscal year, due to the higher share of
thin-film projects.

In the trade segment, RPSE expects higher sales compa-
red to last year. The increasing share of thin film modu-
les will also lead to an improvement of the raw margin
in trade as well.

Because the availability of thin-film resources is current-
ly limited, sales of crystalline modules will also be made
during the 2007 fiscal year as well. However, the margin
for crystalline module transactions is lower than that for
thin-film modules, not only for the RPSE Group but also
for the respective customers.

Nevertheless, it is the Executive Board's view that pro-
jects will continue to be implemented in the future in
which the use of crystalline technology is more advan-
tageous than thin-film technology. Therefore, the de-
ployment of tracking solar electricity systems (so-called
trackers) with crystalline technology is more economical
to implement. High rental prices per square metre for
areas being used are also an indicator for a crystalline PV
system.

In particular, the current volume of incoming orders,
compared to the volume during the same period last
year leads one to expect an increase in sales for 2007. In
conjunction with the strong development of sales struc-
tures in both the domestic and international market, the
Group's management expects a further increase in sales
for 2008 as well.

The merging of the subsidiaries Nastro-Umwelltechnik
GmbH and MaaB Regenerative Energien GmbH, which is
to be carried out during the 2007 fiscal year, will provi-
de synergies and positive economies of scale. The uni-
form company presence under the qualitative label
'COLEXON’, which was implemented prior to the merger,
thus forms the basis for the long-term national and
international positioning.

Hamburg, 21 March 2007

The Executive Board
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CONSOLIDATED FINANCIAL STATEMENT - CONSOLIDATED ACCOUNTS

F=———

 REINECKE + POHL SuN ENERGY AG, HAMBURG
CONSOLIDATED ACCOUNTS AS OF 31 DECEMBER 2006

BALANCE SHEET

ASSETS 31.12.2006 31.12.2005
(annex) EUR EUR
A. Long-term Assents
I. Goodwill 5,6 18,838,765.63 19,927,732.80
Il.  Other intangible assets 5.6 53,072.44 20,630.00
lIl. Tangible assets
Other equipment, factory and office equipment 57 706,309.37 282,139.00
IV. Financial assets
Investments 58 2,475.66 207,101.25
V. Other long-term assets 9 105,984.18 5.572.50
VI. Deferred tax assets 10 1,330,416.42 0.00
Total of Long-term Assets 21,037,023.70 20,443,175.55
B. Short-term Assets
I. Stock value 1
1. Work in process 381,346.06 40,375.01
2. Finished goods and merchandise 13,067,480.28 4,900,845.35
3. Advances paid 385,034.42 2,460,753.96
Il.  Trade receivables 12 5,261,050.84 8,577,885.03
lIl.  Receivables from prodction orders 13 139,459.83 3,646,232.70
IV.  Cash and Cash equivalents 14 14,289,798.15 4,224,889.60
V. Other assets 15 1,929,754.81 503,194.65
VI.  Claims for tax refund 16 383,519.61 31,757.06
Total of Short-term Assets 35,837,444.00 24,385,933.36
C. Balance Sheet Total 56,874,467.70 44,829,108.91
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EQuUITY AND LIABILITIES 31.12.2006 31.12.2005 | ada-daa--.
(annex) EUR EUR
5
9]
A. Equity =
I. Subscribed capital 17 4,650,000.00 4,650,000.00 é
Il. Capital reserves 17 24,495,900.27 28,195,483.19 g
lIl.  Company Balance Profit 3,246,585.84 2,748,354.49 %
Total Equity 32,392,486.11 35,593,837.68 i
3
B. Liabilities -
[.  Long-term liabilities
1. Convertible Bond 18 9,377,716.63 0.00
Deferred Taxes 18 31,553.37 1,298,423.58 >
Other long-term liabilities 18 255,661.20 472,500.00 gz
Total long-term liabilities 9,664,931.20 1,770,923.58 S
[l.  Short-term liabilities .
1. Provisions for taxation 19 157,875.30 300,954.99
2. Other Reserves 20 1,041,418.34 1,013,717.30
3. Financial liabilities 21 4,296,810.04 587,379.87 .
4. Customer advances 22 194,573.66 617,698.11 2
5. Trade payables 23 8,100,644.47 3,762,495.22 S
6. Other liabilities 24 1,025,728.58 1,182,102.16 é
Total short-term liabilities 14,817,050.39 7,464,347.65 g
5
Total liabilities 24,481,981.59 9,235,271.23 §
C. Balance Sheet Total 56,874,467.70 44,829,108.91
)
2
mg
g
E
S
2
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CONSOLIDATED FINANCIAL STATEMENT - COMPANY PROFIT AND LOSS STATEMENT

F=———

 REINECKE + POHL SuN ENERGY AG, HAMBURG
CONSOLIDATED ACCOUNTS AS OF 31 DECEMBER 2006

PROFIT AND LOSS STATEMENT

(annex)

1. Sales 26
2. Other operating income 27
3. Increase in inventories
4. Cost of raw materials, supplies and merchandise 28
5. Cost of purchased services 28
6. Gross Profit or Loss
7. Personnel expenses 29
8. Amortization and depreciation 30
9. Other operating expenses 31
10. Earnings before Interest and Taxes

before goodwill amortisation (EBIT)
11. Interest and other similar income 32
12. Write-offs of long-term financial assets 33
13. Other Interest and similar expenses 34
14. Investment- and Financial-Results
15. Taxes on income 35
16. Other taxes 36
17. Net loss for the year (previous year: Profit)
18. Profit brought forward
19. Withdrawals from capital reserves
20. Amount of Balance Sheet Loss (previous year: Profit)

Results per Share in acc. with IAS 33 (undiluted) 37

(31.12.2006: Base 4.65 million shares; 31.12.2005: Base 3.01 million shares)
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CONSOLIDATED FINANCIAL STATEMENT - COMPANY PROFIT AND LOSS STATEMENT

Q1-Q4 2006 Q1-Q4 2005 Q4 2006 Q4 2005
01.01.- 01.01.- 01.10.- 01.10.-
31.12.2006 31.12.2005 31.12.2006 31.12.2005
EUR EUR EUR EUR

62,208,161.79

52,581,604.64

23,376,182,54

25,530,232.88

446,918.80 17,910.74 -84.910,67 5,665.01
350,276.45 -2,603,784.20 220,622.27 -627,711.03
-52,299,751.68 -41,160,431.46 -20,049,833.82 -19,167,493.37
-2,806,932.28 -1,219,034.60 -1,022,036.27 -1,812,898.18
7,898,673.08 7,616,265.12 2.440.024,05 3,927,795.31
-3,685,496.04 -1,382,728.46 -1,105,667.69 -814,220.98
-1,124,722.92 -71,020.29 -373,002.48 -39,102.41
-9,506,679.15 -1,819,974.89 -3,591,161.88 -752,873.62
-6,418,225.03 4,342,541.48 -2,629,808.00 2,321,598.30
155,126.93 41,643.29 55,564.39 32,958.85
-23,717.76 -130,000.00 -23,717.76 -130,000.00
-848,708.82 -106,021.84 -170,084.97 -16,775.33
-717,299.65 -194,378.55 -138,238.34 -113,816.48
2,716,746.63 -1,523,412.39 1,010,100.22 -758,370.88
-14,711.59 -1,624.44 -3,147.28 -429.58
-4,433,489.64 2,623,126.10 -1,761,093.40 1,448,981.36
2,748,354.49 -2,412,862.05
4,931,720.99 2,538,090.44
3,246,585.84 2,748,354.49
-0.95 0.56
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CONSOLIDATED FINANCIAL STATEMENT - CHANGE OF EQuiTy

F=———

 REINECKE + POHL SuN ENERGY AG, HAMBURG
CONSOLIDATED ACCOUNTS AS OF 31 DECEMBER 2006

CHANGE OF EQuiITy

FROM 31.12.2005 - 31.12.2006 (annex)

Status 31 December 2005

I
1. Equity of vertible bond in acc. with IAS 32 17
2. Net Loss to the 31.12.2006
3. Withdrawal from the capital reserves for the transfer to the balance sheet
Il.  Status 31 December 2006
FROM 31.12.2004 - 31.12.2005 (annex)
I. Status 31 December 2004
1. Investment of RPSE GmbH as extra payment in equity
2. Loss offset towards capital reserves
3. Increase in capital against cash investments |
4. Agio
5. Increase in capital against investment in kind Nastro-Umwelttechnik GmbH
6. Agio
7. Increase in capital against cash investments Il
8. Agio
9. Increase in capital against investment in kind MaaB3 Regenerative Energien GmbH
10. Agio
11. Net Income to the 31.12.2005
12. Withdrawal from the capital reserves for the transfer to the balance sheet
Il.  Status 31 December 2005
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CONSOLIDATED FINANCIAL STATEMENT - CHANGE OF EQuiTy

Subscribed capital Capital Reserve  Retained earnings acc. Results Tota
2005

EUR EUR EUR EUR EUR
4,650,000.00 28,195,483.19 2,748,354.49 0.00 35,593,837.68
1,232,138.07 1,232,138.07
-4,433,489.64 -4,433,489.64

-4,931,720.99 498,231.35 4,433,489.64
4,650,000.00 24,495,900.27 3,246,585.84 0.00 32,392,486.11
Subscribed capital Capital Reserve  Retained earnings acc. Results Tota

2005

EUR EUR EUR EUR EUR
2,400,000.00 0.00 -2,412,862.05 0.00 -12,862.05
2,500,000.00 2,500,000.00
-2,412,862.05 2,412,862.05 0.00
240,000.00 240,000.00
2,157,734.48 2,157,734.48
460,000.00 460,000.00
4,090,156.20 4,090,156.20
750,000.00 750,000.00
9,871,152.65 9,871,152.65
800,000.00 800,000.00
12,114,530.30 12,114,530.30
2,623,126.10 2,623,126.10
-125,228.39 125,228.39 0.00
4,650,000.00 28,195,483.19 0.00 2,748,354.49 35,593,837.68
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CoNsOLIDATED FINANCIAL STATEMENT - CFS (IFRS) - CoMmPANY EQuUITY CASH FLOW STATEMENT

F=———

 REINECKE + POHL SuN ENERGY AG, HAMBURG
CONSOLIDATED ACCOUNTS AS OF 31 DECEMBER 2006

CAsH FLOw STATEMENT 01.01. - 31.12.2006

01.01.- 01.01.-

31.12.2006 31.12.2005

(annex) EUR EUR

Net loss for the year (previous year: income) -4,433,489.64 2,623,126.10

+ Depreciationon and amortisation fixed assets 30 231,515.60 201,020.29

+ Loss from the disposal of fixed assets 56 191,555.81 0.00

+  Goodwill amortisation 6 1,088,967.17 0.00

-/+ Reduction/Increase of reserves 19,2 -1,382,248.86 706,360.41

- Increase of stock 1 -6,431,886.44 -174,669.16

+/- Reduction/Increase of trade receivables 12,13 6,823,607.06 = -10,594,687.33

-/+ Increase/Reduction of other fixed assets 15, 16 -3,209,150.81 115,156.74

+/- Increase/Reduction of liabilities 22-24 3,806,041.39 -1,651,341.62

Cash flow from operating activities -3,315,088.72 -8,775,034.57

- Payments for fixed intangible assets 5 -46,163.68 -17,871.55

- Payments for tangible assets 5 -675,210.12 -202,643.40

- Payments for financial assets 5 0.00 -323,332.99

+ Proceeds on disposal of non-current assets 5 46,315.17 0.00

Cash flow from investing activities -675,058.63 -543,847.94

+ Proceeds from issuance of convertible bond 18 10,345,625.73 0.00

+ Proceeds from increase in capital 0.00 12,827,573.63

+ Proceeds from shareholder's loan 0.00 0.00

+ Increase in bank liabilities 21 3,709,430.17 429,987.40

Cash flow from financing activities 14,055,055.90 13,257,561.03

Cash and cash equivalents at beginning of period 4,224,889.60 17,786.78

+ Transfer of cash and cash equivalents 0.00 268,424.30
from subsidiary companies

+ Change in cash and cash equivalents 10,064,908.55 3,938,678.52

= (ash and cash equivalents at end of period 14 14,289,798.15 4,224,889.60
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+ REINECKE + POHL SUN ENERGY AG, HAMBURG
ExPLANATORY NOTES TO THE CONSOLIDATED FINANCIAL STATEMENT
AS OF 31 DEZEMBER 2006

ACCOUNTING PRINCIPLES

Financial Calendar / Glossary / Imprint

As of 31 December 2006, the Consolidated Financial Statement (CFS) of Reinecke + Pohl Sun Energy AG in £
Hamburg (hereafter abbreviated as "RPSE AG" or in connection with the Group "RPSE Group") has been 2z
adopted and publicised in accordance with Regulation (EC) No 1606/2002 of the European Parliament and =
Council of 19 July 2002 and prepared to the closing date, as regards the International Financial Reporting “iﬁ
Standards (IFRS) as well as its interpretation by the International Financial Reporting Interpretations g
Committee (IFRIC). The requirements of the applied standards have been fulfilled and lead to the procure- =
ment of actual relations of the RPSE Group's financial position. 3
o
The statement in hand concerns a fully fledged CFS for the period between 1 January and 31 December
2006 with comparative figures for the period between 1 January and 31 December 2005.
The submitted fiscal year concerns a twelve-month period from 1 January to 31 December 2006. The pre- 3
vious year's period also includes a full fiscal year from 1 January to 31 December 2005. g
Reinecke + Pohl Sun Energy AG, entered in the Commercial Registry of the District Court of Hamburg under £
the Commercial Registry Number (HRB) 93828, is domiciled in 22767 Hamburg, in the Grosse Elbstrasse 45,
Germany. In accordance with the Articles of Association, the company's purpose is the activity of a mana-
gerial holding, i.e., particularly the purchase, sales, the holding and administration of holdings of compa-
nies, primarily in the field of solar energy and their consolidation under uniform management. g
The Consolidated Balance Sheet is outlined in accordance with maturities. The cost of production method %
form was chosen for the Consolidated Balance Sheet. The Group reporting currency is the euro (EUR). For E
simplification purposes, thousand euro is reported as TEUR. g
The CFS at hand will be approved for publication subsequent to the plenary session of the Supervisory -
Board scheduled to take place on 29 March 2007.
103
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ACCOUNTING PRINCIPLES

Goodwill

Asset debit differences, resulting from the consolidation of investments, will be accounted as Goodwill.
Goodwill, pursuant to the Principles of IFRS 3 in contrast to IAS 36 and IAS 38, will not be written off according
to schedule. At least once a year it will be examined, within the framework of an impairment test, to which
extent unscheduled depreciations shall take place.

Other intangible assets

Other intangible assets will be put to acquisition costs, reduced by scheduled, depreciable asset life and if
necessary, unscheduled depreciation. The scheduled depreciation takes place in accordance with the linear
method for a usual useful life of three to five years.

Tangible assets (other equipment, factory and office equipment)

Tangible assets of the tangible fixed assets are activated by the procurement costs and cost of manufacture,
and depreciated by scheduled, linear write-off in accordance with anticipated useful economic life. As far as
necessary, unscheduled depreciation will also be implemented. The scheduled depreciation of tangible fixed
assets is primarily based on a useful asset life of between three and 15 years.

Financial assets

In accordance with IAS 39, other investments as well as securities, stocks and bonds shall be entered in the
balance sheet as assets available for sale with the correlative current value of the closing date. Profits and los-
ses resulting from the alteration of the current value will be set off from the equity, resulting in neither profit
nor loss. Depreciation through unscheduled depreciation and a realised profit or loss through sales will be
directly entered into the period result.

Stocks

Stocks will be entered into the balance sheet in accordance with IAS 2, at their cost of procurement or manu-
facture or with the anticipated lower net sales value. The evaluation of stocks will take place under the aspect
of materiality with the direct attributable expenses.

Production orders
Production orders will be entered into the balance sheet in accordance with IAS 11 within the framework of
partial realisation of profits and pursuant to the Percentage of Completion Method. Anticipated loss of orders
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in the full amount will be taken into immediate consideration. Profit will only then be realised, if the results of
the production orders may be dependably estimated.

The degree of completion to be set will therefore be determined upon the completion of and in accordance
with the fixed defined project milestone method. According to this degree of completion, sales and expendi-
tures will be entered and realised as partial profits. As far as the cumulative (order sales and expenditures)
exceed the customer advances in individual cases, the production orders will be shown on the asset-side
under the future receivables from production orders. Should a negative balance remain after deduction of the
customer advances, these will be shown on the liability-side as a liability from production orders.

Receivables and other short-term assets
Receivables and other short-term assets will be entered into the balance sheet with par value, respectively
with the acquisition costs after deduction of appropriate value adjustments.

Cash and cash equivalents
The accounting of current cash in banks and cash balance (means of payment liquid assets respectively) takes
place at the respective nominal value.

Long-term assets available-for-sale
In accordance with IFRS 5, long-term assets available-for-sale are to be set at a lower value from the book
value and current value that can be settled less the sales costs.

Long-term liabilities

Convertible bonds are broken down into composite financial instruments in accordance with IAS 32 compri-
sed of equity and outside capital components. The outside capital component corresponds to the cash value
of a similar bond without a conversion right, evaluated with a standard interest rate, set at 8 percent p.a. The
equity capital component is determined as the residual from the market value of the conversion bond at the
time of issue (total inflow of funds) minus the calculated outside capital component.

As of 31 December 2006, the equity capital component remained unchanged, as no conversion rights were
able to be exercised. The market interest rate was added to the outside capital component. The costs asso-
ciated with the issuing of the conversion bond were split according to the ratio of the equity capital to the out-
side capital component. If the costs were attributed to the equity capital component, they were reduced in
order to deduct related income tax advantages from the cash inflow in capital provisions. The costs attribu-
ted to the outside capital component were recorded as expenses.
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Provisions

In accordance with IAS 37, provisions are to be set aside, if legal or factual obligations exist from past occur-
rences and the outflow of resources for the fulfilment and a dependable estimation is possible. Provisions are
set at the amount that present the best possible estimation of the expenditure required for the fulfilment of
the current obligation as of the balance sheet date.

Other liabilities
The remaining liabilities (financial obligations, received advance payments, accounts payable and other obli-
gations) are set at their redemption amount.

Deferred taxes

For the temporary differences between IFRS and Tax Balance Sheets, deferred taxes are formed through the
reversal of the differences from presumably arising valid tax rates. This also applies for temporary differences
from consolidation entries affecting income. Deferred tax assets are balanced as loss carryovers not yet rea-
lised if it is likely, that future taxable earnings accrue in the corresponding amount.

Currency conversion

All transactions in foreign currency will be set at the exchange rate of the current value of the accounting
transaction. On the respective balance sheet key date, an evaluation takes place according to the exchange
rate on reporting date. Conversion differences will be recognised as income in the Consolidated Income
Statement.

Use of assumptions and estimates

Within the framework of the preparation of the CFS, assumptions are made and estimates form a basis that
influence the approach, the information shown, the evaluation of assets entered in the balance sheet, liabili-
ties, profits and expenditures. The assumptions and estimates that have been used as a foundation are pri-
marily based on the specification of normal operating utilisation durations of long-term assets, the determi-
nation of degree of a project's completion and the evaluation of reserves. In individual cases, the actual valu-
es of the made assumptions and estimations may differ.
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In the CFS as of 31 December 2006, all companies are included, of which RPSE AG has the direct or indirect
majority of voting rights. The companies have been included in the CFS in the period where RPSE AG achie-
ved the possibility of control. From the company's point of view, the subsidiary companies are of minor
significance and will be balanced as financial instruments in accordance with IAS 39.

In addition to the parent company RPSE AG, the following subsidiary companies have been included in the
CFS as of 31 December 2006, in the course of the full consolidation:

Financial Calendar / Glossary / Imprint

Group Management Report

Stake
%
NASTRO-Umwelttechnik GmbH, Meppen 100
MaaB Regenerative Energien Gmbh, Wesel 100 g
Reinecke Pohl Sun Energy Espafia S.L., Madrid 100 g
The wholly-owned subsidiaries R+P Sun Energy LLC, Portland/OR, USA, and the contractually justified but 2
under corporate law not yet legal holding of 30 percent of the capital share of Shanghai Prim-Sola Energy
Technology Co. Ltd. in Shanghai. China, have been included neither as affiliated company in the CFS nor in
course of full consolidation, due to minor significance.
As of 31 December 2006, a 10 percent share of BK Bau und Grund GmbH i.L. in Munich also exists. Due to é
the intended sale of the shares, which have already been completely written-off, the information is shown g
under long-term assets available-for-sale. <
g
The financial statements in the Consolidated Financial Statement of the companies included in RPSE AG's =
CFS are consolidated in accordance with the uniform company balance and evaluation methods. The balan- -
ce sheet date for all consolidated companies is the same, as the parent company's date.
3
3
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The capital consolidation shall be conducted in accordance with the procurement methods pursuant to IFRS
3. Investment book value of the subsidiary companies at the time of their purchase, are set off with their
share of newly evaluated equity. Accrued debit differences are shown as goodwill.

Income and expenditure, receivables and payables and provisions between the fully consolidated compa-
nies will be eliminated. Interim results from company internal account payables, which have not been rea-
lised through sales to third parties, are calculated separately, as long as they are not of minor significance.

Through accountancy adjustments from the recent balance sheet entries in accordance with German
Commercial Code (HGB) to IFRS, significant differences may occur in the following areas:

Goodwill (IFRS 3)

Goodwill, resulting from the acquisition of subsidiary companies liable to consolidation, is to be reported as
assets with the acquisition costs on the date of the company's acquisition. In accordance with the IFRS, no
scheduled amortisation shall take place.

Instead, an Impairment Test of goodwill will take place at least once a year and if necessary, amortised on
schedule. In contrast, in accordance with the regulations of the German Commercial Code (HGB), goodwill
is to be regularly amortised or openly charged against the reserves.

Long-term assets available for sale (IFRS 5)

Long-term assets available for sale will be set at the lower value from book value and current value to be
settled less the sales costs. In accordance with commercial law, no special valuation regulations exist; gene-
ral principles apply.

Production orders (IAS 11)

If the result of a production cost is estimated as dependable, then revenues from the order including order
expenses in connection with this production cost are to be entered as income and expenses respectively
according to the performance rate, on the balance sheet date. In accordance with the HGB, partial profit
realisation is generally not permitted.
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Deferred taxes (IAS 12)
For the temporary differences between IFRS and Tax Balance Sheets, deferred taxes are calculated by which
those tax rates are used which probably arise during the period of difference reversal.

Equity transactions (IAS 32 compared to SIC 17)

Costs of equity transactions, reduced by all connected income tax advantages, will be entered in the balan-
ce sheet as a deduction from equity and charged against the equity reserves. In accordance with commer-
cial law, the costs will be entered as full expenditures.

Other Investments and Long-term Securities (IAS 39)

Other investments and long-term securities are entered in the balance sheet as long-term assets available-
for-sale with the correlative current value as of the balance sheet date. Profits and losses through the alte-
ration of the market value will be accounted as success neutral within the equity. Depreciation through
unscheduled depreciation and through sales realised as profit or loss would be directly entered in the
period's results. In accordance with commercial law, the accounting of acquisition costs takes place less the
required unscheduled depreciation.
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NOTES TO THE BALANCE SHEET

The development of the long-term assets can be seen in the following assets analysis.

Acquisition and Manufacture Expenses

Status Status
Begin of End of
fiscal year = Additions = Disposals fiscal year
T€ T€ T€ T€
Goodwill 19.928 -1.089 0 18.839
Other intangible assets 24 46 0 70
Other equipment 0 55 0 55
Factory and office equipment 364 620 145 839
Investments 337 0 335 2
20.653 -368 480 19.805
Write-Offs Book Value

Status Status
Begin of End of End of
fiscal year = Additions = Disposals fiscal year: fiscal year
T€ T€ T€ T€ T€
Goodwill 0 0 0 0 18.839
Other intangible assets 3 14 0 17 53
Other equipment 0 6 0 6 49
Factory and office equipment 83 187 89 181 658
Investments 130 24 154 0 2
216 231 243 204 19.601
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Compared with the previous year, goodwill developed in the year under review accordingly:

Financial Calendar / Glossary / Imprint

T€ g
Initial status at 1 January 2006 19.928 “iﬁ
Changes in cost of acquisition Nastro-Umwelttechnik GmbH %
as a result of failed guarantee of performance -452 3
o
Changes in cost of acquisition Nastro-Umwelttechnik GmbH

from breach of warranty by senior shareholders -150
Changes in cost of acquisition MaaB Regenerative Energien GmbH g
as a result of failed guarantee of performance -433 g
Changes in cost of acquisition MaaB Regenerative Energien GmbH 2

from breach of warranty by senior shareholders -75

Goodwill Reinecke Pohl Sun Energy Espafia S.L. (first-time consolidation) 21
Final status at 31 December 2006 18.839 é
Within the scope of the acquisition of shares in Nastro-Umwelttechnik GmbH and in MaaB3 Regenerative %
Energien GmbH, performance guarantees were submitted for the 2005 and 2006 fiscal years. g
As the performance targets for the 2006 financial year were not met, the goodwill was reduced accordingly. -
Goodwill was not amortised in the fiscal year 2005. Scheduled amortisations exclusively took place under o
other tangible assets, which primarily concerned IT software. i;
S
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At least once a year, within the framework of an impairment test it shall be examined to which extent an
unscheduled depreciation of goodwill should take place. For this, cash-generating units have been identi-
fied within the company, which follow internal controlling and reporting. Therefore, the cash-generating
units correlate to the "Projects” and "Trade" segments, which are described in detail in the explanatory
notes to the segment report. The book value of the allocated goodwill for the "Projects” segment amounts
to 6,758 TEUR, for the "Trade" segment, the book value of goodwill amounts to 12,081 TEUR.

The basis of the utility value for the "Projects” and "Trade"" segments are assumptions concerning market
development, module availability, financing and company development, which result from the company's
long-term corporate planning. Expectations on price development of PV plants and -modules as well as the
presumed development of the regulartory framework are key assumptions in the planning period. For this
purpose, a five-year plan for each cash-generating unit has been prepared up to 2011, which is based on
the Board of Management's market and company estimations, which are partially supported by market stu-
dies.

Sales revenue, expenses for purchased good and services as well as personnel and other expenses are also
derived from this. In addition, investment expenditures have been determined from the investment plan
for the respective area. The rates of growth determined for the individual areas within the planning period,
have been separately determined for the individual years of the planning period. The calculation of the uti-
lity value for the "Projects” and "Trade" segments were effected solely upon the respective discounting of
payment flows with a discount rate that is equivalent to the average cost of capital rate. Moreover, the
impacts of a variety of market developments on the use-value were determined in various scenarios. The
discounted interest rate used within the scope of the company valuation is determined on the basis of mar-
ket data and is 11.9 percent. For the extrapolation of cash flows beyond the detailed planning period, a
constant growth of 1.25 percent was used in order to account for anticipated inflation. The growth rates
are taken from experience and future expectations and each do not exceed market growth rates in which
the units operate.

No amortisation necessity for goodwill was identified from the Impairment Test.
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Tangible assets primarily concern motor vehicles, plant and equipment and IT hardware. In the fiscal year

2006, only scheduled depreciation took place.

Financial Calendar / Glossary / Imprint

The financial assets concern the following listed items: %
31.12.2006 31.12.2005 S
T€ T€
R+P Sun Energy LLC, Portland, Oregon, USA 2 2
Prim-Sola Energy Technology Co. Ltd., Shanghai, China 0 181 g
Reinecke Pohl Sun Energy Espafia S.L., Madrid, Spain 0 24 g
Financial assets 2 207 2
The Executive Board will not pursue the entry of the acquired contractually justified but under corporate
law not yet legal holding of 30 percent of the capital share of Shanghai Prim-Sola Energy Technology Co.
Ltd. in Shanghai, China, within the scope of the investment in MaalB Regenerative Energien Gmbh. g
As of the balance sheet date, the company held a 100 percent stake in R+P Sun Energy LLC, Portland, %
Oregon, USA, which did not show a significant operating income. These shares are balanced in accordan- E
ce with IAS 39 as "assets available for sale” along with their attached value on the consolidated balance g
sheet reporting date. The stake in Reinecke Pohl Sun Energy Espafia S. L. was fully consolidated in the 2006 =
fiscal year and therefore no longer needs to be recorded under financial assets. -
2
Other long-term assets consist primarily of deposits for rented office space. ;5‘
S
Annual Report 2006 87



NOTES TO THE BALANCE SHEET

Deferred tax assets result for the most part from the capitalisation of tax claims for losses.

The unfinished goods, merchandise and work in process as well as finished goods and merchandise are
concerned with those acquisition and manufacture expenses valuated company stocks, which are primari-
ly photovoltaic modules and services connected to the projection.

Those inventories listed as expenses in the Consolidated Income Statement under the items changes to
inventory and expenses for purchased goods and non-cash benefits and services, amount to 55,107 TEUR
in fiscal year 2006 (previous year: 42,379 TEUR). In connection with the acquisition of inventory assets, cur-
rency gains and losses were achieved making up 45 TEUR (previous year TEUR 19).

In the fiscal year 2006, depreciation of inventories amounting to 1,666 TEUR (previous year 192 TEUR) was
entered under expenditures.

All accounts receivable have maturity of up to one year. In the fiscal year 2006, depreciation of accounts
receivable amounting to 3,198 TEUR (previous year: 195 TEUR) was carried out.
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This item includes realised earnings resulting from the application of the partial realisation of earnings for
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production orders less related advance payments received. £
The significant factors which have an impact on the financial situation and position as well as the results e
situation (excluding deferred tax effects) from long-term production orders can been seen from the follo- §
wing overview: e
=
31.12.2006 31.12.2005 3
T€ T€ =
Earnings from orders 395 16.587
Order expenses -315 -13.271
Realised earnings 80 3.316 é
Goods delivered 315 477 uz
Advance payments received -256 -146 =
Future receivables from production orders 139 3.646
s
(&)
The item includes the bank balances of 14,285 TEUR (previous year: 4,192 TEUR) and cash balance of 5 TEUR g
(previous year: 32 TEUR). =
3
S
Annual Report 2006 89



NOTES TO THE BALANCE SHEET

Other assets all have maturity of up to one year and are broken down as follows:

31.12.2006 31.12.2005

TE T€

Receivables from shareholders 968 0
Short-term loans 624 282
Prepaid expenses 163 99
Deposits 10 0
Turnover tax receivables 30 22
Other 135 100
1.930 503

In the 2006 fiscal year, unscheduled amortisation on other short-term assets occurred amounting to 80

TEUR (previous year: 51 TEUR).

Receivables from shareholders of TEUR 535 exist against one member of the Executive Board. These receiv-

ables are interest-free.

Claims for refund on income tax result from deposits income tax for the year 2006 as wel as from carrying

back the loss of Maal3 Regenerative Energien GmbH.
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The separately presented equity development can be seen in the in the equity change calculation.

The company's subscribed capital (authorised capital), as of the company's balance sheet date amounts to
4,650 TEUR (previous year 4,650 TEUR) and is divided amongst 4,650,000 no-par shares. The stock con-
cerns bearer shares.

The Executive Board is authorised pursuant to the proviso of the resolution from the AGM on 19.05.2006,
to increase the authorised capital by up to 2,325 TEUR for the period up to 18 May 2011 with consent of
the Supervisory Board in accordance with Section 4 Paragraph 6 of the Articles of Association through one-
off or repeated issue of new shares made out to the bearer against cash or material capital invested (aut-
horised capital).

In addition, pursuant to the proviso of the resolution from the AGM on 7.05.2006, the company has con-
tingent capital. The authorised capital of the company has been contingently increased by 1,550 TEUR
through the issue of 1,550,000 new individual share certificates issued to the bearer in accordance with
Section 4 Paragraph 7 (contingent capital).

In the fiscal year, TEUR 1,232 from equtiy of the convertible bond issued were entered at the capital reser-
ve. To compensate for the deficit of the fiscal year 2006, TEUR 4,932 were with drawn from the capital
reserve.
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RPSE AG issued a convertible bond in May 2006. In total, 474,886 bonds at a price of EUR 21.90 per unit
were issued. Thus liquid funds amounting to 10,400 TEUR flowed into RPSE AG. The maturity of the con-
vertible bond is three years (8 May 2006 until 7 May 2009), the interest is 3.5 percent p.a. on the issue price.
The bearers are entitled to a conversion right in the period from 1 January 2007 to 7 May 2009. Each bond
may be converted in a new share in the company. For this commensurate contingent capital is available.
So long as the conversion right is not exercised, the conversion bond is to be repurchased at the issue price
on 7 May 2009. Balanced outside capital components under long-term liabilities amounts to 9.378 TEUR
(please see "2. Individual Principles of Reporting and Valuation").

Deferred tax obligations are determined by the use of realisation of partial earnings in accordance with IAS 11.

Other long-term liabilities are on the one hand related to the obligation from the settlement agreement with
Meridian Solare Energieprojekte GmbH and deposits for sublet office space on the other hand.

The development of provisions for taxes is shown as follows:

31.12.2006 31.12.2005

T€ T€

Status 1 January 301 21
Release 50 0
Use 115 0
Addition 22 280
158 301
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All other provisions have a maturity period of up to one year and are comprised as follows:
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31.12.2006 31.12.2005 g
T€ T€ =
5
Legal and consultant costs 284 33 g
Warranties 319 169 =
Costs of financial statements and audits 108 105 3
Outstanding invoices 102 108 =
Remaining leave 91 70
Legal and consultant costs for security prospectus 0 200
Compensation 0 197
Bonuses 0 59 3
Other 137 73 g
1.041 1.014 £
The development of other provisions is shown as follows:
31.12.2006 31.12.2005 5
T€ T€ 2
(&)
Status 1 January 1.014 8 g
Release 53 0 =
Use 943 -8 -
Addition 1.023 1.014
1.041 1.014 3
2
S
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All Financial liabilities (liabilities due to credit institutes) have maturities of up to one year. Liabilities with
maturity of up to one year are presented as short-term liabilities.
The liabilities due to credit institutes concern current accounts.

Liabilities due to credit institutes concern current accounts. RPSE has secured liabilities by MaaB
Regenerative Energien GmbH due to credit institutes by comfort letters and subordination statements.

Effected advance payments for orders, which are not connected to production orders up to the balance
sheet date are listed under this item.

All accounts payable have a maturity of up to one year. Trade liabilities of TEUR 5,000 are secured by bank gua-
rantees.

All other liabilities have a maturity of up to one year. This item is comprised as follows:

31.12.2006 31.12.2005

T€ T€

Turnover tax on imports 486 0
Obligations from settlements 225

Prepaid income 20 0

Other 295 1.182

1.026 1.182
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No contingent liabilities exist as of the Consolidated Balance Sheet reporting date (previous year 0 TEUR).

Other financial obligations exist in the form, amongst other things, of module supply contracts with maturi- g
ties of up to one year of 27,456 TEUR (previous year 42,613 TEUR) and with maturities of more than one and =
up to five years at 252,678 TEUR (previous year: 238 TEUR). §
=
3
NoTES TO THE CONSOLIDATED INCOME STATEMENT

3
Please refer to the Group Segment Report for the composition of sales revenue. 2
Other operating earnings are comprised in the majority of items as follows: é
31.12.2006 31.12.2005 B
T€ T€ é
Charges from non-cash remuneration 139 0 -

Earnings from write-downs of value adjustments 108 0
Cost transfers 60 0 0
Earnings from release of provisions 53 0 i;
Insurance compensation 47 15 3
Other 40 3 2
447 18 g
S
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Material expenditure concerns the use of inventory, sold goods and balanced inventories in the fiscal year
as well as services rendered by the RPSE Group in this connection.

Personnel expenses are subdivided as follows:

31.12.2006 31.12.2005

T€ T€

Salaries and wages 3.130 1.231
Social Security contributions and expenses for pension schemes 515 148
Expenses for pension schemes 40 4
3.685 1.383

Depreciation in the year under review is attributed to planned depreciation of other intangible assets and
tangible assets (208 TEUR) as well as the usual high depreciation of inventories (1,029 TEUR) and other
assets (80 TEUR).
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Other operating expenses are comprised in the majority of items as follows:
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31.12.2006 31.12.2005 g
T€ T€ =
Depreciation on liabilities 3.306 138 g
Legal, consultancy and auditing expenses 1.377 578 %
Sales costs 978 263 3
Advertising and travelling expenses 706 348 =
Costs connected to the "Meridian" settlement 600 0
Office and space costs 516 214
Motor vehicle expenses 499 175
Insurances 394 0 3
Repairs/Maintenance 150 29 g
Self-balancing items 142 0 S
Stock exchange quotation costs 138 0 2
Expenses relating to other periods 88 0
Costs for the representative office in Shanghai 50 0
Supervisory Board compensation 45 13
Costs for module certification 44 0 g
Costs related to the Annual General Meeting 35 39 é
Expenses for industrial/waste reclamations 33 0 g
Cost of operation 21 0 <
Office supplies 13 0 g
Facility rental 12 0 =
Further training costs 360 23 -
9.507 1.820 0
The expenses of 67 TEUR for the auditor are included in the legal, consultancy and examination expenses. %3
Of these, 58 TEUR are attributable to audits as well as 9 TEUR to other consulting services provided by the 2
auditor. 2
g
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NoTES TO THE CONSOLIDATED INCOME STATEMENT

This item primarily concerns interest of cash in banks.

This item concerns the amortisation of the current value to be settled on the contractually justified but in
accordance with commercial law not yet effective investment of 30 percent of the capital of Shanghai
PrimSola Energy Technology Co. Ltd. in Shanghai, China.

The interest and similar expenses primarily result from the interest calculation of the current bank accounts.

31.12.2006 31.12.2005

T€ T€

Costs of convertible bonds 385 0
Interest expenses of the convertible bond 264 0
Interest on short-term liabilities 182 86
Interest accrued on long-term liabilities 0 20
Other financing costs 17 0
849 106
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NoTES TO THE CONSOLIDATED INCOME STATEMENT

Taxes on income and earnings are comprised of the following:
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31.12.2006 31.12.2005 g
T€ T€ =
5
Actual tax obligation for the current fiscal year 0 -225 g
Actual tax obligation for the previous year -15 0 =
Actual tax refunds for the previous year 135 0 3
Deferred taxes 2.597 -1.371 =
2.717 -1.523
The offsetting and reconciliation from theoretical to the actual tax result is displayed as follows. The theo- g
retical tax result is calculated as a product from the earnings before tax on profit of -7,136 TEUR (previous g
year: 4,277 TEUR) valuated with the theoretical tax rate of 39.4 percent. uz
31.12.2006 31.12.2005
T€ T€
Theoretical tax results 2.812 -1.638 é
Other -95 115 g
(&)
Actual Tax Result (effective tax rate 25.16 percent) 2.717 -1.523 g
lo?
S
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NoTES TO THE CONSOLIDATED INCOME STATEMENT

The national theoretical tax rate is calculated as follows:

31.12.2006 31.12.2005

% %

corporate income tax (effektive) 22,27 22,27
Solidarity surcharge (effective) 1,22 1,22
Trade tax 15,91 15,91
Total 39,40 39,40

Other taxes primarily concern motor vehicle taxes.

Earnings per share are calculated by the division of the company interim results by the weighted number
of issued shares. The undiluted result per share in accordance with IAS 33 is presented as follows:

31.12.2006 31.12.2005
Company result (in EUR) -4.433.489,64 2.623.126,10
Weighted number of shares (in units) 4.650.000 4.650.000
Undiluted earning per share (in EUR) -0,95 0,56

A quotation for diluted earnings per share did not take place due to the convertible bond issued on 8 May
2006 in accordance with IAS 33.41. Potential ordinary shares can be considered diluted if their conversion
in ordinary shares decreases the earning per share or the loss per share is increased.
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NoTES TO THE CASH FLow STATEMENT £

In accordance with IAS 7, the Cash Flow Statement shows the changes of RPSE AG's funding during the
course of the reported year. It is differentiated between cash flow from usual operational activities, cash ' _J__J____.
flow from investment activities, and cash flow from the financing activities.

The following cash flows are included in the cash flow statement:

31.12.2006 31.12.2005
T€ T€

Received interest 102 42
Paid interest 198 -85
Paid taxes on income 339 -59

Group Management Report

Letter to Shareholders Corporate Governance The Company

2006 at a Glance
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NOTES ON SEGMENT REPORTING

NOTES ON SEGMENT REPORTING

The segment report of the RPSE Group follows internal controlling and reporting. Therefore, the company
is subdivided into the "Projects” and "Trade" segments.

The "Projects” segment includes the activities as a system provider of photovoltaic facilities as well as pro-
ject developer. As a system provider, the RPSE Group plans, delivers, and installs large-scale photovoltaic
facilities, particularly on commercial, public, or agricultural roof tops. In accordance with individual agree-
ments with the respective customers, the following services shall be taken over:

= Examination of the project's operational efficiency as well as the technical suitability of the installation
space (usually roof space on buildings in the fields of commercial, public or agricultural),

= The obtaining of the legally permissible requirements for the erection and operation of the facilities upon
respective spaces,

= The statistical examination of roof spaces,
= Preparation of expert opinion on earnings.

The RPSE Group also erects photovoltaic facilities as a project developer for private and institutional inve-
stors. In this case, suitable facility locations are identified, offered to investors and the required agreement
between the space owner and the investor (lease and/or land use contracts) media. As soon as the prere-
quisites for the erection of a photovoltaic facility have been created, the RPSE Group performs their services
as a system provider for the investor. The segment has been allocated to the business activities of Nastro-
Umwelttechnik GmbH.

The company's purchasing and sales businesses of photovoltaic modules as well as photovoltaic compo-
nents are represented in the "Trade" segment. These activities are particularly carried out by Maass
Regenerative Energien GmbH and Reinecke Pohl Sun Energy Espafia S.L.. Maass Regenerative Energien
GmbH coordinates the procurement of photovoltaic modules for the entire company, at home and abroad.
In this case, the modules are procured through intermediaries as well as directly from the manufacturer.
Nastro-Umwelttechnik GmbH is also active in the trade of photovoltaic modules and components, whereas
this company is allocated to the segment of "Projects”, due to its internal controlling and reporting.
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The segment reporting as of 31 December 2006 is presented in the following table.
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Primary segment information Segment = Segment
Projects Trade = Transition Company £
T€ T€ T€ T€ =
£
External sales 34837  27.181 190 62.208 g
previous year 44.349 8.231 2 52.582 =
Intercompany sales 3.676 1.934 -5.610 0 S
previous year 0 78 -78 0
Net sales 38.514 29.115 670  62.208
previous year 44.349 8.309 -76 52.582 g
£
Segment Results -2.519 -1.363 -551  -4.433 uz
previous year 4.491 711 -2.578 2.623 =
- thereof interest payable -146 -497 -206 -849
previous year -141 -80 -115 -106
- thereof interest earned 2 9 144 155 g
previous year 4 12 26 42 g
- thereof write offs -892 -213 44 -1.148 g
previous year -53 -1 -137 -201 E
Segment Assets 10.673 18.716 27.485 56.874 %
previous year 16.302 8.440 20.088  44.829 -
Segment Liabilities 10.456 18.523 -4.497  24.482 o
previous year 15.962 7.724 -15.583  8.103 i;
Segment Investements 358 118 -844 -368 “;’
previous year 135 43 365 544 8
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The Column "Transition” includes Group-wide transactions, holding expenses as well as tax on income items
which pursuant to IAS 14 are not to be considered. The figure for earnings before taxes on income (EBIT)
is given as the earnings for the segment.

With secondary segments (geographical region) external revenues are based on the domicile of the custo-
mer. According to internal controlling, the regions Germany, Spain and other regions have been defined.
Due to materiality considerations only sales have been allocated to the secondary segments.

Other
Segmentinformation nach Regionen Germany Spain Regions ' company
T€ T€ T€ T€
External sales 51.146 10.972 90 62.208
previous year 52.253 329 0 52.582
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OTHER INFORMATION g

Besides the subsidiary companies included in the CFS, RPSE AG, whilst exercising their normal business acti-
vities, stands directly or indirectly in close relationship with persons and companies.

Within the framework of usual business activities, all delivery and service relations that took place with the
following companies and persons were conducted on usual market terms and conditions, as is generally
done with third parties outside of the group.

Group Management Report

Fiscal year 2006
= MaaB Regenerative Energien GmbH supplied Mr Thorsten Preugschas with modules and components for
a photovoltaic system with a delivery value of 30 TEUR for the year under review.

= The Company concluded a joint sublease contract for space in Hamburg with the main shareholder of

RSI Societas GmbH, whose main shareholder is Mr Jorn Reinecke, the main shareholder of Pohl %
Beteiligungs GmbH, whose main shareholder is Mr Gerd-Jirgen Pohl as well as the with the main share- g
holders of the affiliated company RUPAG Grundbesitz & Beteiligungen AG, which it rented from 1 May S
2006. The sublet space amounts to ca. 360 sq m; the monthly rent including incidental expenses is =
approximately 11 TEUR.
= Reinecke + Pohl Sun Energy AG commissioned RUPAG Grundbesitz & Beteiligungen AG, whose main sha-
reholders are Mr Gerd-JUrgen Pohl and Mr Jérn Reinecke, for consulting services in connection with acqui- g
sition projects in the financial year. The contract volume amounted to 66 TEUR. g
%
O
As of 31 December 2006, 71 individuals (previous year: 50) were employed. -
103
S
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In accordance with Section 8 of the Articles of Association, the company's Supervisory Board includes three
members that, as of 31 December 2006, are comprised as follows:

= Dr Axel Holtz, Hamburg, Attorney (Chairman),
Supervisory Board mandates and memberships in comparable control committee in accordance with
Section 285 No. 10 of the German Commercial Code (HGB): none

= Mr Thomas Bartling, Hamburg, Certified Public Accountant (Vice-Chairman)
Supervisory Board mandates and memberships in comparable control committee in accordance with
Section 285 No. 10 of the German Commercial Code (HGB):
- RUPAG Grundbesitz und Beteiligungen AG, Hamburg

= Ms Britta Horney, Tangstedt, Attorney (since 24 October 2006)
Supervisory Board mandates and memberships in comparable control committee in accordance with
Section 285 No. 10 of the German Commercial Code (HGB): none

= Mr Gerd-JUrgen Pohl was member of the Supervisory Board until 24 October 2006. Supervisory Board
mandates and memberships in comparable control committee in accordance with Section 285 No. 10 of
the German Commercial Code (HGB):
- HIl Hanseatischen Immobilien Invest AG, Hamburg
- Kimon Beteiligungen AG, Midnchen
- BKN Biokraftstoff Nord AG, Sprakensehl
- RUPAG Grundbesitz und Beteiligungen AG, Hamburg
- KWG Kommunale Wohnen AG, Bremerhaven
- AVW Immobilien AG, Buxtehude
- NEAG Norddeutsche Event AG, Hamburg
- Payom AG (zukUnftig "Payom Solar AG"), Minchen (zukUnftig Burgoberbach)

The company's Articles of Association grant the members of the Supervisory Board a remuneration of 45
TEUR (previous year: 16 TEUR),
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The following members were appointed to the Board of Management during the fiscal year.

= Mr Martin Schulz-Colmant, Graduate Economist, Hamburg (until 10 November 2006) 2z
= Mr Patrick Arndt, Graduate Economist, Hamburg <
= Mr Thorsten Preugschas, Graduate Engineer, Kamp-Lintfort (since 10 November 2006) é)
In accordance with Section 6 of the Articles of Association, the company shall be represented by two mem- %
bers of the Board of Management or by one member of the Board of Management together with an aut- 3
horised signatory ("Prokurist”). The Supervisory Board may determine that members of the Board of =
Management be given individual power of representation.

The members of the Board of Management are entitled to remuneration for the period from 1 January to
31 December 2006 of the following amounts, respectively: g
g
Patrick Martin Thorsten %
Arndt  Schulz-Colmant = Preugschas Total =

T€ T€ T€ T€

Fixed remuneration (incl. non-cash remuneration} 128 144 11 283
Bonus entitlements for 2006 0 0 0 0 g
Severance pay entitlement 0 150 0 150 g
%
Total 128 294 11 433 E
g
The submission of the statement, pursuant to Section 161, of to which extent the recommended practices i;
of the "Governmental Commission on the German Corporate Governance Code" have been conformed to, 5
will be publicised on the company's website and made accessible for the shareholders. 2
Hamburg, 21 March 2007 %
(The Executive Board) -
g
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CERTIFICATION NOTIFICATION

THE CERTIFICATION NOTIFICATION FROM THE COMPANY
CERTIFIED PuUBLIC ACCOUNTANT

We have audited the Consolidated Financial Statements prepared by Reinecke + Pohl Sun Energy AG in
Hamburg, comprising the balance sheet, profit and loss calculations, accumulated other comprehensive
income statement, cash flow statement and notes, and the Group Management Report for the fiscal year
from 01 January to 31 December 2006. The preparation of the Consolidated Financial Statement and Group
Management Report in accordance with the IFRS, as applied by the E.U. and the additional requirements of
German commercial law pursuant to §315a, section 1 of the HGB ("Handelsgesetzbuch”: German Commercial
Code) as well as the supplementary regulations of the Articles of Association, lie with the responsibility of the
company's legal representative. Our responsibility is to express our 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 Institute of Public
Auditors in Germany ("IDW": Institut der Wirtschaftsprifer). Those standards require that audit is planned and
performed such that misstatements materially affecting the presentation of the net assets, financial position

108  Reinecke + Pohl Sun Energy AG



CERTIFICATION NOTIFICATION

and results of operations in the Consolidated Financial Statements in accordance with the applicable financi-
al 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 expectati-
ons as to possible misstatements are taken into account in the determination of the audit process. The effec-
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=
tiveness of the accounting-related internal control system and the evidence supporting the disclosures in the k)
Consolidated Financial Statements and the Group Management Report are examined primarily on a test basis e
within the framework of the audit. The audit includes assessing the annual financial statements of those enti- i
ties included in consolidation, the determination of the entities to be included in the consolidation, the e
accounting and consolidation principles used and significant estimates made by the company's legal repre- =
sentatives, and evaluating the overall presentation of the Consolidated Financial Statements and the Group 3
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 the z
IFRS as adopted by the E.U., the additional requirements of German commercial law pursuant to §315a, sec- g
tion 1 of the HGB and give a true and fair view of the net assets, financial position and results of operations ‘3
of the Group in accordance with these requirements. The Group Management Report is consistent with the =
Consolidated Financial Statements, as a whole, provides a suitable view of the Group's position and suitably
presents the opportunities and risks of future development.
Hamburg, 28 March 2007 %
O
g
Treudkonom g
Beratungs-, Revisions- und Treuhandgesellschaft mbH, Wirtschaftsprifungsgesellschaft -
by: Dierk Lemmermann Anja Hornow n
Certified Public Accountant Certified Public Accountant %
E
Publicizing and/or forwarding of the annual financial statement and/or the management report in a form deviating from the original version requi- i
res our renewed statement, in the case that our certification notification is quoted or our examination is referred to, we particularly refer to §328 of g
the HGB. e
é
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FINANCIAL CALENDAR 2007

25 April 2007 Analyst conference - Close Brothers Seydler AG - Small & Mid Cap Conference,
Frankfurt a. M.

24 May 2007 Annual General Meeting, Hamburg

24 May 2007 Quarterly Report for the First Quarter

30 August 2007 Interim Report

12-14 November 2007 Analyst conference - Eigenkapitalforum Deutsche Borse AG, Frankfurt a. M.

29 November 2007 Quarterly Report for the Third Quarter

GLOSSARY

RPSE Reinecke + Pohl Sun Energy AG

Nastro Nastro-Umwelttechnik GmbH

MaaB MaaB Regenerative-Energien GmbH

PV Photovoltaics (Use of solar energy to generate electricity)

MW / MWp Megawatt / Megawatt-peak

kw / kwp  kilowatt / kilowatt-peak

CdTe Cadmium Tellurid

d[6 Copper Indium Gallium Diselenid

cIs Copper Indium Diselenid

EEG "Energieeinspeisegesetz” / German Renewable Energies Act
EVU Energy Supply Company
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The report in hand includes future directive statements, based on the beliefs of the Executive Board of Reinecke + Pohl Sun Energy AG and reflects
their actual assumptions and estimates. These forward-looking statements are subject to risks and uncertainties. The unpredictability of factors pre-
sented could result in different actual performance and results of Reinecke + Pohl Sun Energy AG. Possible causes could include, amongst other
things, the non-acceptance of newly introduced products or services, changes in the general economic or business situation, shortfall of efficiency
or expenditure reduction targets or an alteration of the business strategy.

The Executive Board is confident, that the expectations of these projected statements are sound and realistic. Should however, the aforementioned
or any other unexpected conditions arise, Reinecke + Pohl Sun Energy AG cannot guarantee that the expressed forecasts will be proven correct.
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