First Solar has been having a difficult
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time getting its profit guidance right.
For the fifth straight quarter, the builder
of large solar projects wasn't close to its
own estimates. In the first quarter, share
earnings came in at $1.10, versus manage-

ment’s projection of about $0.60.
Earnings should get worse before im-
proving. Due to the completion dates

being deferred on certain facilities, we
think that First Solar’s share net will
decline $1.30, to $2.40 this year. For 2015,
as more solar farms come onstream, the

bottom line should recover partially to
$4.25 a share.
A change in the tax code could boost

demand for large projects through
year end 2016. That's when the invest-
ment tax credit for using green energy is
set to drop from 30% to 10%. Although, the

market for such facilities may currently be
soft, there has been a recent surge in
RFPs (Request for Proposals). Most are

coming from large companies, usually elec-
tric utilities, seeking bids on building com-
mercial scale industrial solar plants.

The spinoff of some assets seems like-

ly. Management has been discussing the
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First Solar was founded in 1999 with the | 2004 | 2005 [2006A| 2007 | 2008 | 2009 | 2010 [2011 [2012 [2013 | 2014 | 2015 | ©VALUELINEPUB.LLC|17-19
goal of applying new technologies to the 106 | 187 641 | 1527 | 2424 | 2986 | 31.98 | 38.65| 33.25| 38.10 | 41.65 |Salespersh A 47.05
process of solar power generation. The d.07 20| 173| 500| 903 | 956 | 831 | 795| 590| 500 6.90 “CashFlow” persh 10.65
company initially conducted only research d.14 07| 143 | 424| 753 | 768 | 555 | 490| 3.70| 240| 4.25 |Earnings pershAB 525
and development operations, until commer- . . - .- . . . . . Nil Nil | Div'ds Decl'd per sh Nil
cial operations began in January 2002. The 94| 212| 308 563| 328 686 | 846 | 435 302| 320 3.40 [CaplSpending persh 3.10
company went public in November 2006, is- 29| 569 1396 | 1854 | 3113 | 40.25 | 4213 | 4137 | 4525| 46.20 | 50.65 |Book Value per sh 62.95
suing 22.9 million shares at $20 each, in a 4521 7233| 7858 | 8160 | 8523 | 85.84 | 86.49 | 87.15 | 99.51 | 101.00 | 102.00 |Common Shs Outst'g € | 102.00
deal underwritten by Credit Suisse and NMF| 731 507 | 193 | 165 | 194 50 | 118 | Bold figlres are |Avg Ann’l PE Ratio 16.0
Morgan Stanley. NMF| 388 | 305| 129 | 105| 122 32 66| ValuelLine |Relative P/E Ratio 1.00
CAPITAL STRUCTURE as of 3/31/14 - -- -- - - - - - estmetes | avg Ann'l Div'd Yield Nil
Total Debt $198.9 mill. Due in 5 Yrs $198.9 mill. 481 | 1350| 504.0 | 12463 | 2066.2 | 25635 | 2766.2 | 3368.5 | 3309.0 | 3850 | 4250 |Sales ($mill) A 4800
LTTogj’ti’r:fgg\?éfamg'; iy mevest g‘;",lm'"- NMF | 9.6%] 32.19% | 39.9% | 39.2% | 35.3% | 28.3% | 20.6% | 20.9% | 17.5% | 21.5% |Operating Margin 24.5%
( ’ ge: 4130 (3% ) 34| 102| 245| 595 1296 | 1561 | 2352 | 2627 | 2343 | 265 | 275 |Depreciation ($mill) 535
6.6 40| 1117 | 3483 | 640.1 | 664.2 | 4836 | 4301 | 3530 | 240 | 430 |Net Profit ($mill) 550
Leases, Uncapitalized Annual rentals $14.2 mill. --| 56.7%| 28.4% | 24.9% | 6.7% | 12.8% | 14.2% | 12.1% | 6.7% | 17.5% | 18.0% |Income Tax Rate 34.0%
NMF | 2.9%]| 22.2% | 27.9% | 31.0% | 25.9% | 17.5% | 12.8% | 10.7% | 6.2% | 10.1% |Net Profit Margin 11.5%
No Defined Benefit Pension Plan d7.3 | 336.4| 616.0 | 695.6 | 956.4 | 1114.8 |1639.6 | 1730.9 | 2204.7 | 1725 | 1900 |Working Cap'l ($mill) 2320
286 | 610 689 | 1635 | 1464 | 2108 | 6191 | 5002 | 1628 | 100 | 100 |Long-Term Debt ($mill) Nil
Common Stock 100,124,701 shs. 13.1 | 4114 1097.3 | 1513.0 | 2652.8 | 34549 | 3643.9 | 36055 | 4503.1 | 4665 | 5165 |Shr. Equity ($mill) 6420
as of 5/2/2014 NMF 9% 9.8% | 20.9% | 23.0% | 18.1% | 11.3% | 106% | 7.6% | 5.0% | 8.5% |Returnon Total Cap'l 8.5%
MARKET CAP: $6.9 billion (Large Cap) NMF | 1.0%]| 10.2% | 23.0% | 24.1% | 19.2% | 133% | 11.9% | 7.8% | 5.0% | 8.5% |Return on Shr. Equity 8.5%
CURRENT POSITION 2012 2013 3/31/14 NMF | 1.0%] 10.2% | 23.0% | 24.1% | 19.2% | 13.3% | 11.9% | 7.8% | 5.0% | 85% |Retained to Com Eq 8.5%
(ML) - B S T I O e Nil | Nl |All Div'ds to Net Prof Nl
Cash Assets 901.3 1325.1 9752
mg?]'tvoib'eﬂs:m) ggi-g ggg-g %g;f BUSINESS: First Solar, Inc. designs and manufactures solar modules. In ‘07, 201 MW; ‘08, 498 MW; ‘09, 568 MW '10, 727 MW;
Other Y 942’5 14210 1439.9 | Modules for use in the conversion of solar energy for everyday use. ‘11, 880 MW; '12 1,875 MW; '13, 2625 MW. Has 4,850 employees.
Current Assets 78323 3792.8 3036.0 | The modules are produced using a proprietary thin-film semicon-  Foreign sales: 14% of '13 total. Walton family owns at least 26% of
Accts Payable 3502 261.3 186.3 | ductor technology that allows for a lower manufacturing cost per common; off./dir., less than one percent (4/14 Proxy). CEO: James
Debt Due 62.3 60.5 60.7 | watt ($0.63, 2013) than traditional crystalline silicon solar modules.  Hughes. Inc.: DE. Add.: 350 W. Washington St., Suite 600, Tempe,
Other 688.9 1266.3 _750.9 | From 2002 to 2006, sold a total of 28 megawatts (MW) worth of AZ 85281. Tel.: 602-414-9300. Internet: www.firstsolar.com.
Current Liab. 1101.4 1588.1 997.9

idea of combining several unsold facilities
that were built on spec and establishing a
Yieldco to sell them. Formatted similar to
an MLP or a REIT, a Yieldco doesn't pay
income taxes as long as almost all of its in-
come is paid out to shareholders. The com-
pany believes using such a structure
makes the assets more attractive.

First Solar holds a strong competitive
edge over many in the industry. For
starters, quite a few companies in this
group have been posting losses and have
suspect finances. Since going public nine
years ago, the company has always been
profitable. In addition, with barely any
debt on the books and a comfortable
amount of cash, it is the only entity in the
Power Industry that carries a Financial
Strength rating as high as an A. This
leaves First Solar well positioned to
benefit from a strong market as well as
weather a weak one.

These shares are neutrally ranked for
year ahead relative performance.
Moreover, the stock’s capital appreciation
potential over the next three to five years
does not particularly stand out.

James A. Flood June 27, 2014

of change (persh) 10 Yrs 5Yrs. t0'17-'19
Sales - 34.5% 5.0%
“Cash Flow” - 26.0% 6.5%
Earnings - 20.0% 2.0%
Dividends - Nil
Book Value - 27 5% 6.5%
Cal- QUARTERLY SALES (§ mill.) Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2011 567.3 5328 1005.8 660.3| 2766.2
2012 4971 9573 839.1 1075.0| 3368.5
2013 7552 519.7 12656 768.5| 3309.0
2014 950.2 750 1025 1124.8| 3850
2015 975 800 1250 1225 | 4250
Cal- EARNINGS PER SHARE B Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| VYear
2011 | 1.33 0 226 126 555
2012 | d08 165 125 204 4.90
2013 .66 37 194 .64 3.70
2014 | 1.10 37 .50 43 240
2015 | 1.10 90 105 120 4.25
Cal- QUARTERLY DIVIDENDS PAID Full
endar |Mar.31 Jun.30 Sep.30 Dec.31| Year
2010

2011 NO CASH DIVIDENDS

2012 BEING PAID

2013

2014

(A) All data prior to 2006 are pro forma. and

change in shares outstanding. Next earn-

(B) Diluted earnings. Excludes nonrecurring | ings report due late July.

gain/(losses):

‘07, 51¢; '11, ($6.01);

12,

©

($6.00). Earnings may not sum due to rounding
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