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UNITED STATES SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
Form 10-Q
(Mark one)
b QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES

EXCHANGE ACT OF 1934
For the quarterly period ended June 28, 2008

or
0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to

Commission file number: 001-33156
First Solar, Inc.
(Exact name of registrant as specified in its charter)

Delaware 20-4623678
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)
350 West Washington Street, Suite 600
Tempe, Arizona 85281

(Address of principal executive offices, including zip code)
(602) 414-9300
(Registrant s telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports) and (2) has been subject to such filing requirements for the past 90 days. Yes p No o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated
filer, or a smaller reporting company. See the definitions of large accelerated filer, accelerated filer and smaller
reporting company in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer p Accelerated filer o Non-accelerated filer o Smaller reporting company o
(Do not check if a smaller reporting company)
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yeso Nob
As of July 25, 2008 there were 80,044,576 shares of the registrant s common stock, par value $0.001, outstanding.
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PART I. FINANCIAL INFORMATION
Item 1. Unaudited Condensed Consolidated Financial Statements
FIRST SOLAR, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except per share amounts)

(Unaudited)
Three Months Ended Six Months Ended
June 28, June 30, June 28, June 30,
2008 2007 2008 2007

Net sales $267,041 $ 77,223 $463,956 $144,172
Cost of sales 122,341 48,852 214,932 85,759
Gross profit 144,700 28,371 249,024 58,413
Operating expenses:
Research and development 7,725 3,763 12,485 6,821
Selling, general and administrative 43,626 17,285 72,297 30,975
Production start-up 4,622 1,523 17,383 9,997
Total operating expenses 55,973 22,571 102,165 47,793
Operating income 88,727 5,800 146,859 10,620
Foreign currency gain (loss) 647 21 1,421 (249)
Interest income 4,923 3,773 11,608 7,900
Interest expense, net (1,283) 4 (1,484)
Other income (expense), net (441) 447) (819) (614)
Income before income taxes 93,856 7,864 159,065 16,173
Income tax benefit (expense) (24,185) 36,554 42,775) 33,273
Net income $ 69,671 $ 44418 $116,290 $ 49,446
Net income per share:
Basic $ 0.87 $ 0.6l $ 1.46 $ 0.68
Diluted $ 0.85 $ 058 $ 1.42 $ 0.65
Weighted-average number of shares used in per share
calculations:
Basic 79,877 72,596 79,468 72,472
Diluted 82,004 76,089 81,806 75,740

See accompanying notes to these condensed consolidated financial statements.
3
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FIRST SOLAR, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS

(In thousands, except share data)
(Unaudited)

ASSETS
Current assets:
Cash and cash equivalents
Marketable securities  current
Accounts receivable, net
Inventories
Deferred project costs
Economic development funding receivable
Deferred tax asset, net current
Prepaid expenses and other current assets

Total current assets

Property, plant and equipment, net
Deferred tax asset, net noncurrent
Marketable securities noncurrent
Restricted investments

Goodwill

Other assets noncurrent

Total assets

LIABILITIES AND STOCKHOLDERS EQUITY
Current liabilities:
Accounts payable
Income tax payable
Accrued expenses
Short-term debt
Current portion of long-term debt
Other current liabilities

Total current liabilities

Accrued collection and recycling liabilities
Long-term debt

Other liabilities noncurrent

Total liabilities

Stockholders equity:

Common stock, $0.001 par value per share; 500,000,000 shares authorized;
80,037,993 and 78,575,211 shares issued and outstanding at June 28, 2008
and December 29, 2007, respectively

Additional paid-in capital

Accumulated earnings

Table of Contents

June 28,
2008

$ 511,244
121,760
49,994
106,902
1,407

897

14,184
32,185

838,573
674,268
55,279
28,208
29,950
33,829
15,023

$1,675,130

$ 42483
51,197
120,526

24,629
40,414

279,249
23,567
108,547
13,166

424,529

80
1,127,247
129,185

December 29,
2007

$ 404,264
232,686
18,165
40,204
2,643
35,877
3,890
64,780

802,509
430,104
51,811
32,713
14,695
33,449
6,031

$1,371,312

$ 26441
24,487
81,438
24,473
14,836
14,803

186,478
13,079
68,856

5,632

274,045

79
1,079,775
12,895
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Accumulated other comprehensive income (loss) (5,911)
Total stockholders equity 1,250,601
Total liabilities and stockholders equity $1,675,130

See accompanying notes to these condensed consolidated financial statements.
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1,097,267
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FIRST SOLAR, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities:

Cash received from customers

Cash paid to suppliers and employees

Interest received

Interest paid, net of amounts capitalized

Income tax

Excess tax benefit from share-based compensation arrangements
Other

Net cash provided by operating activities

Cash flows from investing activities:

Purchases of property, plant and equipment
Deposits

Purchase of marketable securities

Proceeds from maturities of marketable securities
Proceeds from sales of marketable securities
Increase of restricted investments

Net cash used in investing activities

Cash flows from financing activities:

Proceeds from issuance of common stock

Repayment of long-term debt

Proceeds from issuance of debt, net of issuance costs

Excess tax benefit from share-based compensation arrangements
Proceeds from economic development funding

Other financing activities

Net cash provided by financing activities
Effect of exchange rate changes on cash and cash equivalents

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of the period

Cash and cash equivalents, end of the period

Supplemental disclosure of noncash investing and financing activities:

Property, plant and equipment acquisitions funded by liabilities

Table of Contents

(In thousands)
(Unaudited)
Six Months Ended
June 28, June 30,
2008 2007

$ 429,223 $ 157,616
(301,653) (118,742)

10,643 7,898
(1,523) (1,485)
571 (5,227)
(13,953) (14,026)
(818) (699)

122,490 25,335
(234,9006) (80,388)
(3,229)
(167,771) (238,855)

34,750 450

278,887 39,804
(14,943) (5,708)
(103,983) (287,926)

7,178 2,836
(30,636) (1,6438)

49,446 41,256

13,953 14,026

35,661 4,817
“4) (2)

75,598 61,285

12,875 1,013
106,980 (200,293)

404,264 308,092

$ 511,244 $ 107,799

$ 26,165 $ 7,743
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See accompanying notes to these condensed consolidated financial statements.
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FIRST SOLAR, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Unaudited)
Six Months Ended June 28, 2008
Note 1. Basis of Presentation

Basis of presentation. The accompanying unaudited condensed consolidated financial statements of First Solar,
Inc. and its subsidiaries have been prepared in accordance with accounting principles generally accepted in the United
States of America ( U.S. GAAP ) for interim financial information and pursuant to the instructions to Form 10-Q and
Article 10 of Regulation S-X of the Securities and Exchange Commission. Accordingly, these interim financial
statements do not include all of the information and footnotes required by generally accepted accounting principles for
annual financial statements. In the opinion of management, all adjustments (consisting only of normal recurring
adjustments) considered necessary for a fair statement have been included. Operating results for the three and six
months ended June 28, 2008 are not necessarily indicative of the results that may be expected for the year ending
December 27, 2008, or for any other period. The balance sheet at December 29, 2007 has been derived from the
audited consolidated financial statements at that date but does not include all of the information and footnotes required
by U.S. GAAP for complete financial statements. These financial statements and notes should be read in conjunction
with the financial statements and notes thereto for the year ended December 29, 2007 included in our Annual Report
on Form 10-K filed with the Securities and Exchange Commission.

Fiscal periods. We report our results of operations using a 52 or 53 week fiscal year, which ends on the Saturday
on or before December 31. Our fiscal quarters end on the Saturday closest to the end of the applicable calendar
quarter. Fiscal 2008 will end on December 27, 2008 and will consist of 52 weeks.

Note 2. Summary of Significant Accounting Policies

Our significant accounting policies are disclosed in our Annual Report on Form 10-K for the year ended
December 29, 2007 filed with the Securities and Exchange Commission. Our significant accounting policies reflect
the adoption of Statement of Financial Accounting Standards No. (SFAS) 157, Fair Value Measurements in the first
quarter of fiscal 2008.

On December 30, 2007, the beginning of our fiscal year 2008, we adopted SFAS 157 for our financial assets and
financial liabilities. SFAS 157 defines fair value, establishes a framework for measuring fair value in accordance with
generally accepted accounting principles and expands the financial statement disclosure requirements for fair value
measurements. See Note 9 for more information about our adoption of SFAS 157 for our financial assets and financial
liabilities and about our accounting policies related to fair value measurement. Our adoption of SFAS 157 did not
have a material impact on our financial position, results of operations or cash flows.

Note 3. Recent Accounting Pronouncements

In December 2007, the Financial Accounting Standards Board (FASB) issued SFAS 141R, Business Combinations,
which replaces SFAS 141. SFAS 141R requires most assets acquired and liabilities assumed in a business
combination, contingent consideration and certain acquired contingencies to be measured at their fair value as of the
date of the acquisition. SFAS 141R also requires that acquisition-related costs and restructuring costs be recognized
separately from the business combination. SFAS 141R will be effective for us for the fiscal year 2009 and will apply
to any business combinations that we might enter into after December 27, 2008.

In December 2007, the FASB issued SFAS 160, Noncontrolling Interests in Consolidated Financial Statements.
SFAS 160 amends previous accounting literature to establish new accounting and reporting standards for the
noncontrolling interest in a subsidiary and for the deconsolidation of a subsidiary. SFAS 160 will become effective for
us as of the beginning of fiscal 2010. We have not yet evaluated the impact, if any, that the adoption of SFAS 160 will
have on our financial position, results of operations or cash flows.

In February 2008, the FASB issued FASB Staff Position No. FAS 157-2 (FSP 157-2), Effective Date of FASB
Statement No. 157. FSP 157-2 deferred the effective date of SFAS 157 for nonfinancial assets and nonfinancial
liabilities, except for items that are recognized or disclosed at fair value in the financial statements on a recurring
basis, until fiscal years beginning after November 15, 2008. As a result of FSP 157-2, we will adopt SFAS 157 for our
nonfinancial assets and nonfinancial liabilities beginning with the

6

Table of Contents 9



Edgar Filing: FIRST SOLAR, INC. - Form 10-Q

Table of Contents

10



Edgar Filing: FIRST SOLAR, INC. - Form 10-Q

Table of Contents

first interim period of our fiscal year 2009. We are currently evaluating the impact of the adoption of SFAS 157 for
our nonfinancial assets and nonfinancial liabilities on our financial position, results of operations or cash flows.

In March 2008, the FASB issued SFAS 161, Disclosures About Derivative Instruments and Hedging Activities an
amendment of FASB Statement No. 133. SFAS 161 expands quarterly disclosure requirements in SFAS 133 about an
entity s derivative instruments and hedging activities. SFAS 161 is effective for fiscal years beginning after
November 15, 2008. We do not expect SFAS 161 to have a material impact on our financial position, results of
operations or cash flows.

In May 2008, the FASB issued SFAS 162, The Hierarchy of Generally Accepted Accounting Principles. SFAS 162
identifies the sources of accounting principles and a prioritized framework for selecting the principles to be used for
preparation of the financial statements of nongovernmental entities that are presented in conformity with U.S. GAAP.
SFAS 162 replaces the U.S. GAAP hierarchy specified in the American Institute of Certified Public Accountants
(AICPA) Statement on Auditing Standards No. 69, The Meaning of Present Fairly in Conformity With Generally
Accepted Accounting Principles. SFAS 162 is effective 60 days following the SEC s approval of the Public Company
Oversight Board amendments to remove the U.S. GAAP hierarchy from the auditing standards. We do not expect
SFAS 162 to have a material impact on our financial position, results of operations or cash flows.

Note 4. Goodwill and Intangible Assets

On November 30, 2007, we acquired 100% of the outstanding membership interests of Turner Renewable Energy,
LLC. Under the purchase method of accounting, we allocated $33.4 million to goodwill as of December 29, 2007,
which represents the excess of the purchase price over the fair value of the identifiable net tangible and intangible
assets of Turner Renewable Energy, LLC.

The changes in the carrying amount of goodwill for the six months ended June 28, 2008 are as follows (in
thousands):

Balance as of December 29, 2007 $33,449
Goodwill adjustments 380
Balance as of June 28, 2008 $33,829

The goodwill adjustment of $0.4 million in the first quarter of 2008 was primarily a result of adjustments made to
the opening balance sheet for acquisition-related intangible assets and related deferred taxes.

In addition, with the acquisition of Turner Renewable Energy, LLC in November 2007, we identified two
intangible assets, which represent customer contracts already in progress and customer contracts not yet started. We
amortize these costs using the percentage of completion method.

Information regarding our acquisition-related intangible assets that are being amortized is as follows (in
thousands):

As of December 29, 2007
Gross Net
Carrying Accumulated Carrying
Amount Amortization Value
Customer contracts in progress $ 170 $ 28 $ 142
Customer contracts not started 1,620 1,620
Total $1,790 $ 28 $1,762

During the three months ended June 28, 2008, we concluded that the carrying amount of certain customer
intangible assets would not be realized due to our not pursuing certain projects which did not fit our overall business
strategy. We recognized the resulting impairment loss of $1.1 million in cost of sales during that period.

Table of Contents 11
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Gross
Carrying
Amount
$ 62
394

$456

As of June 28, 2008

(Unaudited)

Accumulated
Amortization
$ 47
38

$ 85

Net
Carrying
Value
$ 15

356

$371
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Amortization expense for acquisition-related intangible assets was $0.1 million for both the three and six months
ended June 28, 2008.

Note 5. Economic Development Funding

On July 26, 2006, we were approved to receive taxable investment incentives ( Investitionszuschiisse ) of
approximately 21.5 million ($34.0 million at the balance sheet close rate on June 28, 2008 of $1.58/ 1.00) from the
State of Brandenburg, Germany. These funds will reimburse us for certain costs we incurred building our plant in
Frankfurt/Oder, Germany, including costs for the construction of buildings and the purchase of machinery and
equipment. Receipt of these incentives is conditional upon the State of Brandenburg having sufficient funds allocated
to this program to pay the reimbursements we claim. In addition, we are required to operate our facility for a
minimum of five years and employ a specified number of associates during this period. Our incentive approval expires
on December 31, 2009. As of June 28, 2008, we had received cash payments of $32.3 million under this program, and
we had accrued an additional $0.9 million that we are eligible to receive under this program based on qualifying
expenditures that we had incurred through that date.

We were eligible to recover up to approximately 23.8 million of expenditures related to the construction of our
plant in Frankfurt/Oder, Germany under the German Investment Grant Act of 2005 ( [nvestitionszulagen ). This act
permits us to claim tax-exempt reimbursements for certain costs we incurred building our plant in Frankfurt/Oder,
Germany, including costs for the construction of buildings and the purchase of machinery and equipment. Tangible
assets subsidized under this program have to remain in the region for at least five years. In accordance with the
administrative requirements of this act, we claimed reimbursement under the Act in conjunction with the filing of our
tax returns with the local German tax office during the third quarter of fiscal 2007. In addition, this program expired
on December 31, 2006, and we can only claim reimbursement for investments completed by that date. The majority of
our buildings and structures and our investment in machinery and equipment were completed by that date. In
January 2008, we received a cash payment of $34.2 million under this program. As of June 28, 2008, there were no
additional investment incentives that we were eligible to receive under this program.

Note 6. Marketable Securities

We have classified our marketable securities as available-for-sale. Accordingly, they are recorded at fair value and
net unrealized gains and losses are recorded as part of other comprehensive income until realized. We report realized
gains and losses on the sale of our marketable securities in earnings, computed using the specific identification
method. During the three months ended June 28, 2008, we did not realize any gains or losses on our marketable
securities. During the six months ended June 28, 2008, we realized $0.4 million in gains and $0.1 million in losses on
our marketable securities. See Note 9 for information about the fair value measurement of our marketable securities.

All of our available-for-sale marketable securities are subject to a periodic impairment review. We consider our
marketable debt securities to be impaired when a significant decline in the issuer s credit quality is likely to have a
significant adverse effect on the fair value of the investment. Investments identified as being impaired are subject to
further review to determine if the investment is other than temporarily impaired, in which case the investment is
written down to its impaired value and a new cost basis is established.

A summary of available-for-sale marketable securities by major security type as of June 28, 2008 is as follows (in
thousands):

Gross Gross Estimated
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value
U.S. government obligations $ 19,439 $ 8 $ $ 19,447
Federal agency debt 130,517 88 84 130,521
Total $149,956 $ 96 $ 84 $149,968

Contractual maturities of our available-for-sale marketable securities as of June 28, 2008 were as follows (in
thousands):
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Gross Gross Estimated
Amortized Unrealized Unrealized Fair

Cost Gains Losses Value
One year or less $121,808 $17 $65 $121,760
One year to two years 28,148 79 19 28,208
Total $149,956 $ 96 $ 84 $149,968
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The net unrealized gain on our investments as of June 28, 2008 was immaterial. We typically invest in highly-rated
securities with low probabilities of default. Our investment policy requires investments to be rated single A or better,
limits the types of acceptable investments, limits the concentration as to security holder and limits the duration of the
investment.

Note 7. Consolidated Balance Sheet Details
Accounts receivable, net
Accounts receivable, net consisted of the following at June 28, 2008 and December 29, 2007 (in thousands):

December
June 28, 29,
2008 2007
Accounts receivable, gross $ 50,464 $ 18,170
Allowance for doubtful accounts 470) 5
Accounts receivable, net $ 49,994 $ 18,165
Inventories
Inventories consisted of the following at June 28, 2008 and December 29, 2007 (in thousands):
December
June 28, 29,
2008 2007
Raw materials $ 75,843 $ 22,874
Work in process 2,842 2,289
Finished goods 28,217 15,041
Total inventories $ 106,902 $ 40,204

Prepaid expenses and other current assets
Prepaid expenses and other current assets consisted of the following at June 28, 2008 and December 29, 2007 (in
thousands):

December
June 28, 29,
2008 2007
Prepaid expenses $ 3,599 $ 5,493
Prepaid supplies 11,114 4,643
Prepaid taxes current 968 13,042
Pending sale of marketable securities 28,600
Derivative instruments current 1,147 104
Other current assets 15,357 12,898
Total prepaid expenses and other current assets $ 32,185 $ 64,780

Property, plant and equipment, net
Property, plant and equipment, net consisted of the following at June 28, 2008 and December 29, 2007 (in
thousands):

June 28,
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December
29,
2008 2007
Buildings and improvements $109,962 $ 44,679
Machinery and equipment 324,066 170,125
Office equipment and furniture 13,524 7,365
Leasehold improvements 11,083 4,046
Depreciable property, plant and equipment, gross 458,635 226,215
Accumulated depreciation (66,852) (43,134)
Depreciable property, plant and equipment, net 391,783 183,081
Land 3,712 3,046
Construction in progress 278,773 243,977
Property, plant and equipment, net $ 674,268 $ 430,104
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Depreciation of property, plant and equipment was $13.4 million and $6.1 million for the three months ended
June 28, 2008 and June 30, 2007, respectively and was $23.5 million and $11.2 million for the six months ended
June 28, 2008 and June 30, 2007, respectively.

We incurred and capitalized interest cost (into our property, plant and equipment) as follows during the three and
six months ended June 28, 2008 and June 30, 2007 (in thousands):

Three Months Ended Six Months Ended
June June
28, June 30, 28, June 30,
2008 2007 2008 2007
Interest cost incurred $ 1,303 $ 1474 $ 2,812 $ 2,522
Interest capitalized (1,303) (191) (2,808) (1,038)
Interest expense, net $ $ 1,283 $ 4 $ 1,484

Accrued expenses
Accrued expenses consisted of the following at June 28, 2008 and December 29, 2007 (in thousands):

December
June 28, 29,
2008 2007

Product warranty liability $ 10,865 $ 7,276
Accrued compensation and benefits 11,766 21,862
Accrued property, plant and equipment 45,945 35,220
Accrued inventory 27,580 4,811
Accrued financing fees 4,194

Other accrued expenses 20,176 12,269
Total accrued expenses $120,526 $ 81,438

Other current liabilities
Other current liabilities consisted of the following at June 28, 2008 and December 29, 2007 (in thousands):

December
June 28, 29,
2008 2007
Derivative instruments current $ 29,926 $ 3,579
Other current liabilities 10,488 11,224
Total other current liabilities $ 40,414 $ 14,803

Note 8. Derivative Financial Instruments

As a global company, we are exposed in the normal course of business to interest rate risk and foreign currency
risk that could affect our net assets, financial position and results of operations. It is our policy to use derivative
financial instruments to minimize or eliminate these risks that are associated with our operating activities and the
associated financing requirements. We use derivative financial instruments exclusively to hedge actual or forecasted
transactions. We do not use derivative financial instruments for speculative or trading purposes. Our use of derivative
financial instruments is subject to strict internal controls based on centrally defined mechanisms and guidelines. The
various risk classes and risk management systems are described below. See Note 9 for information about the fair value
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measurement of our derivative financial instruments.
Interest Rate Risk
We use interest rate swap agreements to mitigate our exposure to interest rate fluctuations associated with certain
of our debt instruments; we do not use interest rate swap agreements for speculative or trading purposes. We have
interest rate swaps with a financial institution that effectively converts to fixed rates the floating variable rate of the
Euro Interbank Offered Rate (Euribor) on certain drawdowns taken on the term loan portion of our credit facility with
a consortium of banks led by IKB Deutsche Industriebank AG. These interest rate swap agreements are required under
the credit facility agreement. As of June 28, 2008, the total notional value of the interest rate swaps was 43.7 million
($69.0 million at the balance sheet close rate on June 28, 2008 of $1.58/ 1.00).
10
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The notional amounts of the interest rate swaps are scheduled to decline in accordance with our scheduled principal
payments on the hedged term loan drawdowns. These derivative financial instruments qualified for accounting as cash
flow hedges in accordance with SFAS 133, Accounting for Derivative Instruments and Hedging Activities, and we
designated them as such. As a result, we classified the aggregate fair value of the interest rate swap agreements, which
was $1.3 million at June 28, 2008, with other assets on our balance sheet. We record changes in that fair value in other
comprehensive income. We assessed the interest rate swap agreements as highly effective cash flow hedges as of
June 28, 2008.

Foreign Currency Exchange Risk
Cash Flow Exposure

We have forecasted future cash flows, including revenues and expenses, denominated in currencies other than the
relevant entity s functional currency. Our primary cash flow exposures are customer collections and vendor payments.
Changes in the relevant entity s functional currency value will cause fluctuations in the cash flows we expect to receive
when these cash flows are realized or settled. We may enter into foreign exchange forward contracts or other
derivatives to hedge the value of a portion of these cash flows. We account for these foreign exchange contracts as
cash flow hedges. The effective portion of the derivative s gain or loss is initially reported as a component of
accumulated other comprehensive income (loss) and subsequently reclassified into earnings when the hedged
transaction is settled.

We purchased forward contracts to hedge the exchange risk on forecasted cash flows denominated in euro. As of
June 28, 2008, the unrealized loss of these forward contracts was $28.3 million. The total notional value of the
forward contracts was 252.0 million ($398.2 million at the balance sheet close rate on June 28, 2008 of $1.58/ 1.00) on
June 28, 2008. The forward exchange rates for these contracts range between $1.44/ 1.00 and $1.46/ 1.00.

The foreign exchange contracts that hedge our forecasted future cash flows qualified for accounting as cash flow
hedges in accordance with SFAS 133, and we designated them as such. As a result, we report the aggregate fair value
on our balance sheet, and we record changes in that fair value in other comprehensive income. We determined that
these derivative financial instruments were highly effective cash flow hedges as of June 28, 2008.

Transaction Exposure

We have certain assets and liabilities, primarily receivables, investments and accounts payable (including
inter-company transactions) that are denominated in currencies other than the relevant entity s functional currency. In
certain circumstances, changes in the functional currency value of these assets and liabilities create fluctuations in our
reported consolidated financial position, results of operations and cash flows. We may enter into foreign exchange
forward contracts or other instruments to minimize the short-term foreign currency fluctuations on these assets and
liabilities. The gains and losses on the foreign exchange forward contracts offset all or part of the transaction gains
and losses that we recognize in earnings on the related foreign currency receivables, investments and payables.

In 2007 and during the six months ended June 28, 2008, we purchased forward foreign exchange contracts to hedge
certain foreign currency denominated long-term debt. We recognize gains or losses from the fluctuation in foreign
exchange rates and the valuation of these hedging contracts in foreign currency gain (loss) on our consolidated
statements of operations. As of June 28, 2008, we had the following two outstanding foreign exchange hedge
contracts:

Sell 20.0 million ($26.8 million at a fixed exchange rate of $1.34/ 1.00). Unrealized mark-to-market losses
recorded on this contract as of June 28, 2008 were $4.2 million. The contract is scheduled to settle on
February 27, 2009.

Purchase 32.4 million ($50.2 million at a fixed exchange rate of $1.55/ 1.00). Unrealized mark-to-market gains
recorded on this contract as of June 28, 2008 were $0.9 million. The contract settled on July 3, 2008.
Note 9. Fair Value Measurement
On December 30, 2007, the beginning of our fiscal year 2008, we adopted SFAS 157. SFAS 157 defines fair value,
establishes a framework for measuring fair value in accordance with generally accepted accounting principles and
expands financial statement disclosure requirements for fair value measurements. Our adoption of SFAS 157 was
limited to our financial assets and financial
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liabilities, as permitted by FSP 157-2. We do not have any nonfinancial assets or nonfinancial liabilities that are
recognized or disclosed at fair value in our financial statements on a recurring basis. The implementation of the fair
value measurement guidance of SFAS 157 did not result in any changes to the carrying values of our financial
instruments on our opening balance sheet on December 30, 2007 for fiscal year 2008.

SFAS 157 defines fair value as the price that would be received from the sale of an asset or paid to transfer a
liability (an exit price) on the measurement date in an orderly transaction between market participants in the principal
or most advantageous market for the asset or liability. SFAS 157 specifies a hierarchy of valuation techniques, which
is based on whether the inputs into the valuation technique are observable or unobservable. The hierarchy is as
follows:

Level 1 Valuation techniques in which all significant inputs are unadjusted quoted prices from active markets
for assets or liabilities that are identical to the assets or liabilities being measured.

Level 2 Valuation techniques in which significant inputs include quoted prices from active markets for assets
or liabilities that are similar to the assets or liabilities being measured and/or quoted prices from markets that
are not active for assets or liabilities that are identical or similar to the assets or liabilities being measured.
Also, model-derived valuations in which all significant inputs and significant value drivers are observable in
active markets are Level 2 valuation techniques.

Level 3  Valuation techniques in which one or more significant inputs or significant value drivers are
unobservable. Unobservable inputs are valuation technique inputs that reflect our own assumptions about the
assumptions that market participants would use in pricing an asset or liability.

When available, we use quoted market prices to determine the fair value of an asset or liability. If quoted market
prices are not available, we will measure fair value using valuation techniques that use, when possible, current
market-based or independently- sourced market parameters, such as interest rates and currency rates. Following is a
description of the valuation techniques that we use to measure the fair value of assets and liabilities that we measure
and report on our balance sheet at fair value on a recurring basis:

Marketable securities. As of June 28, 2008, our marketable securities consisted primarily of U.S. government
obligations and federal agency debt. Our marketable securities are valued using quoted prices for securities
with similar characteristics and other observable inputs (such as interest rates observable at commonly quoted
intervals), and accordingly, we classify the valuation techniques that use these inputs as Level 2. We consider
the effect of our counterparties credit standing in our valuations of our marketable securities holdings.

Derivative assets and liabilities. Our derivative assets and liabilities consist of foreign exchange forward
contracts involving major currencies and interest rate swaps involving a benchmark interest rate. Since our
derivative assets and liabilities are not traded on an exchange, they are valued using valuation models. Interest
rate yield curves and foreign exchange rates are the significant inputs into these valuation models. These inputs
are observable in active markets over the terms of the instruments we hold, and accordingly, we classify these
valuation techniques as Level 2 in the hierarchy. We consider the effect of our own credit standing and that of
our counterparties in our valuations of our derivative financial instruments.
As of June 28, 2008, information about inputs into the fair value measurements of our assets and liabilities that are
measured at fair value on a recurring basis in periods subsequent to their initial recognition is as follows (in
thousands):

Fair Value Measurements at Reporting

Date Using
Quoted
Prices
in
Total Fair Active Significant
Value and Other Significant
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Markets
for
Carrying Identical Observable Unobservable
Value on
Our Assets Inputs Inputs

Balance (Level
Description Sheet 1) (Level 2) (Level 3)
Assets:
Marketable securities $149,968 $ $149,968 $
Derivative assets 2,201 2,201
Total assets $152,169 $ $152,169 $
Liabilities:
Derivative liabilities $ 32,459 $ $ 32,459 $
Note 10. Debt

12
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Our long-term debt at June 28, 2008 and December 29, 2007 consisted of the following (in thousands):

December
June 28, 29,

2008 2007
Euro denominated loan, variable interest Euribor plus 1.6%, due 2008 through
2012 $ 68,914 $ 67,761
2.25% loan, due 2006 through 2015 12,394 13,226
0.25% 3.25% loan, due 2007 through 2009 2,501 3,334
Euro denominated loan, variable interest Euribor plus 0.55%, due 2008 through
2015 25,548
Euro denominated 4.54% loan, due 2008 through 2015 25,548
Capital lease obligations 7 9

134,912 84,330
Less unamortized discount (1,736) (638)
Total long-term debt 133,176 83,692
Less current portion (24,629) (14,836)
Noncurrent portion $ 108,547 $ 68,356

We had outstanding borrowings of $24.5 million at December 29, 2007, which we classified as short-term debt. In
February 2008, we repaid the full amount of our short-term debt, which related to our bridge loan with a consortium
of banks led by IKB Deutsche Industriebank AG.

On May 6, 2008, in connection with the plant expansion at our Malaysian manufacturing center, First Solar
Malaysia Sdn. Bhd. ( FS Malaysia ), our indirect wholly owned subsidiary entered into an export financing facility
agreement ( Facility Agreement ) with IKB Deutsche Industriebank AG ( IKB ) as arranger NATIXIS
Zweigniederlassung Deutschland ( NZD ) as facility agent and original lender, AKA Ausfuhrkredit-Gesellschaft mbH
( AKA ), as original lender and NATIXIS Labuan Branch ( NLB ) as security agent. Pursuant to the terms of the Facility
Agreement, the lenders will furnish up to approximately 134.0 million ($211.7 million at the balance sheet close rate
on June 28, 2008 of $1.58/ 1.00) of credit facilities consisting of the following:

(1) Five fixed-rate euro-denominated term loan facilities, which have the following maximum aggregate amounts:

a) 16.9 million ($26.7 million at the balance sheet close rate on June 28, 2008 of $1.58/ 1.00);

b) 16.3 million ($25.8 million at the balance sheet close rate on June 28, 2008 of $1.58/ 1.00);
c) 16.3 million ($25.8 million at the balance sheet close rate on June 28, 2008 of $1.58/ 1.00);
d) 16.3 million ($25.8 million at the balance sheet close rate on June 28, 2008 of $1.58/ 1.00);
e) 1.2 million ($1.9 million at the balance sheet close rate on June 28, 2008 of $1.58/ 1.00); and
(2) Five floating-rate euro-denominated term loan facilities, which have the following maximum aggregate
amounts:
a) 16.9 million ($26.7 million at the balance sheet close rate on June 28, 2008 of $1.58/ 1.00);
b) 16.3 million ($25.8 million at the balance sheet close rate on June 28, 2008 of $1.58/ 1.00);

c) 16.3 million ($25.8 million at the balance sheet close rate on June 28, 2008 of $1.58/ 1.00);
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d) 16.3 million ($25.8 million at the balance sheet close rate on June 28, 2008 of $1.58/ 1.00); and

e) 1.2 million ($1.9 million at the balance sheet close rate on June 28, 2008 of $1.58/ 1.00).

The loans under the fixed rate credit facilities will bear interest on the outstanding unpaid principal amount at an
annual rate of 4.54%. The loans under the floating rate credit facilities will bear interest on the outstanding unpaid
principal amount at Euribor plus a margin of 0.55%.

These credit facilities are intended to be used by FS Malaysia for the purpose of (1) partially financing the
purchase of certain equipment to be used at our Malaysian manufacturing center and (2) financing fees to be paid to
Euler Hermes Kreditversicherungs-AG ( Euler-Hermes ), the German Export Credit Agency of Hamburg, Federal
Republic of Germany, which will guaranty 95% of FS Malaysia s obligations related to the Facility Agreement

( Hermes Guaranty ). In addition, FS Malaysia s obligations related to the Facility Agreement are guaranteed, on an

unsecured basis, by First Solar, Inc., pursuant to a guaranty agreement described below.

The Facility Agreement requires FS Malaysia to make 14 equal semi-annual repayments of the total principal
borrowed under each of the credit facilities listed above. The first of these repayments commence on the earlier of
(1) the day that is six months after the date that the Malaysian manufacturing center plant to which the credit facility
relates becomes ready for operation and (2) a date specified for each credit facility, the earliest of which is
September 30, 2008 for the credit facilities listed as (1) a) and (2) a) above.

13
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FS Malaysia may voluntarily cancel commitments of the credit facilities and may make prepayments of amounts
outstanding under the credit facilities, in whole or in part, subject to minimum prepayment requirements and the
payment of break costs. Subject to a limited exception, in the event that the Euler-Hermes Guaranty is (1) fully or
partially withdrawn, or otherwise ceases to be in full force and effect or (2) repudiated by Euler-Hermes (or its
intention to repudiate is evidenced in writing), or if any of the obligations of Euler-Hermes under the Euler-Hermes
Guaranty ceases to be legal, valid, binding or in full force and effect, the loans made by any lender under any of the
credit facilities may, at the direction of the lender, be declared immediately due and payable.

FS Malaysia is obligated to pay commitment fees at an annual rate of 0.375% on the unused portions of the fixed
rate credit facilities and at an annual rate of 0.350% on the unused portions of the floating rate credit facilities. In
addition, FS Malaysia is obligated to pay certain underwriting, management and agency fees in connection with the
credit facilities.

In connection with the Facility Agreement, First Solar, Inc. entered into a first demand guaranty agreement dated
May 6, 2008 in favor of IKB, NZD, NLB and the other lenders under the Facility Agreement. As stated above, FS
Malaysia s obligations related to the Facility Agreement are guaranteed, on an unsecured basis, by First Solar pursuant
to this guaranty agreement.

In connection with the Facility Agreement, all of FS Malaysia s obligations related to the Facility Agreement are
secured by a first party, first legal charge over the equipment financed by the credit facilities and the other documents,
contracts and agreements related to that equipment. Also in connection with the Facility Agreement, any payment
claims of First Solar, Inc. against FS Malaysia are subordinated to the claims of IKB, NZD, NLB and the other lenders
under the Facility Agreement.

The Facility Agreement contains various financial covenants with which we must comply with, such as debt to
equity ratios, total leverage ratios, interest coverage ratios and debt service coverage ratios. The Facility Agreement
also contains various customary non-financial covenants which FS Malaysia must comply with, including, submitting
various financial reports and business forecasts to the lenders, maintaining adequate insurance, complying with
applicable laws and regulations, restrictions on FS Malaysia s ability to sell or encumber assets and make loan
guarantees to third parties.

As of June 28, 2008, we had outstanding borrowings of 32.4 million ($51.2 million at the balance sheet close rate
on June 28, 2008 of $1.58/ 1.00) under the Facility Agreement.

Note 11. Commitments and Contingencies
Product warranties

We offer warranties on our products and record an estimate of the associated liability based on the number of solar
modules under warranty at customer locations, our historical experience with warranty claims, our monitoring of field
installation sites, our in-house testing of our solar modules and our estimated per-module replacement cost.

Product warranty activity during the three and six months ended June 28, 2008 and June 30, 2007 was as follows
(in thousands):

Three Months Ended Six Months Ended
June June
28, June 30, 28, June 30,
2008 2007 2008 2007
Product warranty liability, beginning of period $ 9,261 $ 3,355 $ 7,276 $ 2,764
Accruals for new warranties issued (warranty expense) 1,851 820 3,843 1,549
Settlements (12) (8 (12)
Change in estimate of warranty liability 247) (113) (246) (251)
Product warranty liability, end of period $ 10,865 $ 4,050 $10,865 $ 4,050

Commitments
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As of June 28, 2008, we had the following four outstanding commercial commitments in the form of letters of
credit and bank guarantees: MYR 4.0 million dated September 2007 for an energy supply agreement ($1.2 million at
the balance sheet close rate on June 28, 2008 of $0.31/MYR1.00); MYR 4.0 million dated October 2007 for
Malaysian custom and excise tax ($1.2 million at the balance sheet close rate on June 28, 2008 of $0.31/MYR1.00);
MYR 2.2 million dated December 2007 for an energy supply
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agreement ($0.7 million at the balance sheet close rate on June 28, 2008 of $0.31/MYR1.00); and $1.3 million dated
January 2008 for a sales and purchase agreement.
Note 12. Share-Based Compensation

We measure share-based compensation cost at the grant date based on the fair value of the award and recognize
this cost as an expense over the grant recipients requisite service periods, in accordance with SFAS 123(R). The
share-based compensation expense that we recognized in our consolidated statements of operations for the three and
six months ended June 28, 2008 and June 30, 2007 was as follows (in thousands):

Three Months Ended Six Months Ended
June June
28, June 30, 28, June 30,
2008 2007 2008 2007
Share-based compensation expense included in:
Cost of sales $ 3,162 $ 2,425 $ 5,370 $ 3,920
Research and development 1,501 1,495 2,466 2,653
Selling, general and administrative 10,279 2,870 17,679 5,738
Production start-up 515 210 801 465
Total share-based compensation expense $ 15,457 $ 7,000 $26,316 $ 12,776

The increase in share-based compensation expense was primarily the result of new awards.
The following table presents our share-based compensation expense by type of award for the three and six months
ended June 28, 2008 and June 30, 2007 (in thousands):

Three Months Ended Six Months Ended
June June
28, June 30, 28, June 30,
2008 2007 2008 2007
Stock options $ 4,675 $ 6,980 $ 9,735 $ 12,660
Restricted stock units 10,917 42 16,445 42
Unrestricted stock 82 56 163 158
Net amount absorbed into inventory 217 (78) 27 (84)
Total share-based compensation expense $ 15,457 $ 7,000 $26,316 $ 12,776

Share-based compensation cost capitalized in our inventory was $0.6 million at June 28, 2008 and December 29,
2007. As of June 28, 2008, we had $17.6 million of unrecognized share-based compensation cost related to unvested
stock option awards, which we expect to recognize as an expense over a weighted-average period of approximately
2 years, and $94.9 million of unrecognized share-based compensation cost related to unvested restricted stock units,
which we expect to recognize as an expense over a weighted-average period of approximately 2 years.

Note 13. Income Taxes

On December 31, 2006, we adopted the provisions of FASB Interpretation No. (FIN) 48, which is an interpretation
of SFAS 109, Accounting for Income Taxes. Tax law is subject to significant and varied interpretation, so an
enterprise may be uncertain whether a tax position that it has taken will ultimately be sustained when it files its tax
return. FIN 48 establishes a more-likely-than-not threshold that must be met before a tax benefit can be recognized in
the financial statements and, for those benefits that may be recognized, stipulates that enterprises should recognize the
largest amount of the tax benefit that has a greater than 50 percent likelihood of being realized upon ultimate
settlement with the taxing authority. FIN 48 also addresses changes in judgments about the realizability of tax
benefits, accrual of interest and penalties on unrecognized tax benefits, classification of liabilities for unrecognized tax
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benefits and related financial statement disclosures.

During the six months ended June 28, 2008, unrecognized tax benefits increased by approximately $2.8 million, all
of which would impact the effective tax rate if recognized. Although there were no reductions to unrecognized tax
benefits during the six months ended June 28, 2008 due to settlements, the lapse of applicable statutes of limitations or
reassessments of tax positions, it is reasonably possible the Company will settle certain ongoing examinations within
the next twelve months resulting in a reduction to unrecognized tax benefits of approximately $0.5 million. We
operate in multiple jurisdictions throughout the world, and our tax returns are periodically audited or subject to review
by both domestic and foreign tax authorities.
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We are subject to filing requirements for income tax returns in the U.S. federal jurisdiction and various state and
foreign jurisdictions. We are presently undergoing an examination by the German taxing authorities. Additionally, our
tax years going back to 2003 are subject to examination in all tax jurisdictions in which we operate.

At each period end, we exercise significant judgment in determining our provisions for income taxes, our deferred
tax assets and liabilities and our future taxable income for purposes of assessing our likelihood of utilizing any future
tax benefit from our deferred tax assets. The ultimate realization of deferred tax assets depends on the generation of
sufficient taxable income of the appropriate character and in the appropriate taxing jurisdictions during the future
periods in which the underlying tax-deductible temporary differences become deductible. We determined the
valuation allowance on our deferred tax assets in accordance with the provisions of SFAS 109, which require us to
weigh both positive and negative evidence in order to ascertain whether it is more likely than not that deferred tax
assets will be realized. We evaluated all significant available positive and negative evidence, including the existence
of cumulative net losses, benefits that could be realized from available tax strategies and forecasts of future taxable
income, in determining the need for a valuation allowance on our deferred tax assets.

As of March 29, 2008, we concluded that it was more-likely-than-not that the net deferred tax assets in Malaysia
would be utilized in future periods. Therefore, based upon management s assessment of the available evidence at
March 29, 2008, we reversed the $0.6 million of valuation allowances established during fiscal 2007.

Our subsidiary in Malaysia has been granted a tax holiday for a period of 16 /2 years beginning on January 1,
2009 and running through June 30, 2025. The tax holiday provides for an income tax exemption of 100% on statutory
income provided that certain criteria are met. We have derived a benefit in the current year from the deferred tax
impact of taxable temporary differences, primarily attributable to accelerated tax depreciation, that are anticipated to
reverse in a tax-free manner during the tax holiday.

Note 14. Net Income per Share

Basic net income per share is computed by dividing net income by the weighted-average number of common
shares outstanding for the period. Diluted net income per share is computed giving effect to all potential dilutive
common stock, including employee stock options and restricted stock units.

The reconciliation of the numerator and denominator used in the calculation of basic and diluted net income per
share is as follows (in thousands):

Three Months Ended Six Months Ended
June
28, June 30, June 28, June 30,
2008 2007 2008 2007
Basic net income per share
Numerator:
Net income $69,671 $ 44,418 $116,290 $ 49,446
Denominator:
Weighted-average shares used in computing basic net
income per share 79,877 72,596 79,468 72,472
Diluted net income per share
Denominator:
Weighted-average shares used in computing basic net
income per share 79,877 72,596 79,468 72,472
Effect of stock options and restricted stock units
outstanding 2,127 3,493 2,338 3,268
82,004 76,089 81,806 75,740
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Weighted-average shares used in computing diluted net
income per share

The following number of outstanding employee stock options and restricted stock units were excluded from the
computation of diluted net income per share as it would have had an antidilutive effect (in thousands):

Three Months Ended Six Months Ended
June 28, June 30, June 28, June 30,
2008 2007 2008 2007
Options to purchase common stock and restricted stock
units 101 166 116 137

Note 15. Comprehensive Income
Comprehensive income, which includes foreign currency translation adjustments, unrealized gains and losses on
derivative instruments designated and qualifying as cash flow hedges and unrealized gains and losses on
available-for-sale securities, the impact of which has been excluded from net income and reflected as components of
stockholders equity, is as follows (in thousands):
16
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Three Months Ended Six Months Ended
June
28, June 30, June 28, June 30,
2008 2007 2008 2007
Net income $69,671 $ 44,418 $116,290 $ 49,446
Foreign currency translation adjustments 1 179 9,443 340

Change in unrealized gain (loss) on marketable

securities, net of tax of $167 and $8 for the three and

six months ended 2008, respectively (303) (D) (15) (D)
Change in unrealized (loss) gain on derivative

instruments, net of tax of $(1,972) and $4,513 for 2008

for the three and six months ended 2008, respectively 3,441 817 (19,857) 836

Comprehensive income $72,810 $ 45,413 $ 105,861 $ 50,621

Components of accumulated other comprehensive income (loss) were as follows (in thousands):

December
June 28, 29,
2008 2007

Foreign currency translation adjustments $ 15,561 $ 6,118
Unrealized gain on marketable securities, net of tax of $(7) for 2008 and $(15) for

2007 13 28
Unrealized loss on derivative instruments, net of tax of $5,465 for 2008 and $952

for 2007 (21,485) (1,628)
Accumulated other comprehensive income (loss) $ (5,911) $ 4,518

Note 16. Statement of Cash Flows
Following is a reconciliation of net income to net cash provided by operating activities for the six months ended
June 28, 2008 and June 30, 2007 (in thousands):

Six Months Ended
June 28, June 30,
2008 2007

Net income $116,290 $ 49,446
Adjustments to reconcile net income to cash provided by operating activities:
Depreciation and amortization 21,869 11,150
Intangible Impairment 1,334
Share-based compensation 26,316 12,776
Deferred income taxes (6,113) (39,218)
Excess tax benefits from share-based compensation arrangements (13,953) (14,026)
Loss (gain) on disposal of property and equipment 133 2)
Provision for doubtful accounts receivable 465
Gain on sales of investments, net (280)
Provision for excess and obsolete inventories 483 (83)
Changes in operating assets and liabilities:
Accounts receivable (34,753) 13,518
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Inventories (65,827) (10,139)
Deferred project costs 1,235

Prepaid expenses and other current assets (4,802) (11,093)
Costs and estimated earnings in excess of billings 6

Other noncurrent assets (3,340) (319)
Billings in excess of costs and estimated earnings (969)

Accounts payable and accrued expenses 84,396 13,325
Total adjustments 6,200 (24,111)
Net cash provided by operating activities $122,490 $ 25,335

Note 17. Segment Reporting

SFAS 131, Disclosure about Segments of an Enterprise and Related Information, establishes standards for
companies to report in their financial statements information about operating segments, products, services, geographic
areas and major customers. The method of determining what information to report is based on the way that
management organizes the operating segments within the company for making operating decisions and assessing
financial performance. The component segment, which is our principal business, is the design, manufacture and sale
of solar modules, which convert sunlight to electricity. We sell our solar modules to thirteen principal customers,
which we have long term supply contracts with. These customers include project developers, system integrators and
operators of renewable energy projects.

17
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We also sell solar power systems comprised of our solar modules and balance of system components procured
from third parties directly to system owners. This may include services such as development, engineering,
procurement of permits and equipment, construction management, monitoring and maintenance. For the three and six
months ended June 28, 2008, we have not sold solar power systems using our solar modules, as we continued to sell
third party solar modules acquired through the acquisition of Turner Renewable Energy, LLC consummated on
November 30, 2007. These operations do not currently meet the quantitative criteria for segments and therefore are
reflected in the Other category in the following tables (in thousands):

Three Months Ended Three Months Ended
June 28, 2008 June 30, 2007
Components Other Total Components Other Total
Net sales $ 265,101 $ 1,940 $ 267,041 $ 77,223 $ $ 77,223
Income (loss) before
income taxes $ 98,890 ($5,034) $ 93,856 $ 7.864 $ $ 7,864
Goodwill $ $ 33,829 $ 33,829 $ $ $
Total Assets $1,626,614 $ 48,516 $1,675,130 $723,212 $ $723,212
Six Months Ended Six Months Ended
June 28, 2008 June 30, 2007
Components Other Total Components Other Total
Net sales $ 458,963 $ 4,993 $ 463,956 $144,172 $ $144,172
Income (loss) before
income taxes $ 167,006 ($7,941) $ 159,065 $ 16,173 $ $ 16,173
Goodwill $ $ 33,829 $ 33,829 $ $ $
Total Assets $1,626,614 $ 48,516 $1,675,130 $723,212 $ $723,212

Note 18. Subsequent Events

On July 11, 2008, we borrowed an additional 2.4 million ($3.7 million) under our Malaysia Facility Agreement.
These funds have been used to cover financing fees to be paid to Euler Hermes Kreditversicherungs AG.
Item 2. Management s Discussion and Analysis of Financial Condition and Results of Operations
Cautionary Statement Regarding Forward-Looking Statements

This Quarterly Report on Form 10-Q contains forward-looking statements within the meaning of the Securities
Exchange Act of 1934 and the Securities Act of 1933, which are subject to risks, uncertainties and assumptions that
are difficult to predict. All statements in this Quarterly Report on Form 10-Q, other than statements of historical fact,
are forward-looking statements. These forward-looking statements are made pursuant to safe harbor provisions of the
Private Securities Litigation Reform Act of 1995. The forward-looking statements include statements, among other
things, concerning our business strategy, including anticipated trends and developments in and management plans for
our business and the markets in which we operate; future financial results, operating results, revenues, gross margin,
operating expenses, products, projected costs and capital expenditures; research and development programs; sales and
marketing initiatives; and competition. In some cases, you can identify these statements by forward-looking words,
such as estimate, objective, expect, anticipate, project, plan, intend, believe, forecast, foresee, li

goal, target, might, will, could, predict and continue, the negative or plural of these words and other comp

terminology. Forward-looking statements are only predictions based on our current expectations and our projections
about future events. All forward-looking statements included in this Quarterly Report on Form 10-Q are based upon
information available to us as of the filing date of this Quarterly Report on Form 10-Q. You should not place undue
reliance on these forward-looking statements. We undertake no obligation to update any of these forward-looking
statements for any reason. These forward-looking statements involve known and unknown risks, uncertainties and
other factors that may cause our actual results, levels of activity, performance, or achievements to differ materially
from those expressed or implied by these statements. These factors include the matters discussed in the section
entitled Risk Factors elsewhere in this Quarterly Report on Form 10-Q. You should carefully consider the risks and
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uncertainties described under this section.

The following discussion and analysis should be read in conjunction with our Condensed Consolidated Financial
Statements and the accompanying notes contained in this Quarterly Report on Form 10-Q. Unless expressly stated or
the context otherwise requires, the terms we, our, us and First Solar refer to First Solar, Inc. and its subsidiaries.
Overview

We design and manufacture solar modules using a proprietary thin film semiconductor technology that has allowed
us to reduce our average solar module manufacturing costs to among the lowest in the world. Each solar module uses
a thin layer of cadmium telluride semiconductor material to convert sunlight into electricity. We manufacture our solar
modules on high-throughput production
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lines and we perform all manufacturing steps ourselves in an automated, proprietary, continuous process. In 2007 and
the six months ended June 28, 2008, we sold most of our solar modules to solar project developers and system
integrators headquartered in Germany, France and Spain.

First Solar was founded in 1999 to bring an advanced thin film semiconductor process into commercial production
through the acquisition of predecessor technologies and the initiation of a research, development and production
program that allowed us to improve upon the predecessor technologies and launch commercial operations in
January 2002. Currently, we manufacture our solar modules at our Perrysburg, Ohio, Frankfurt/Oder, Germany and
Kulim, Malaysia manufacturing facilities and conduct our research and development activities at our Perrysburg, Ohio
manufacturing facility. Our objective is to become, by 2010, the first solar module manufacturer to offer a solar
electricity solution that generates electricity on a non-subsidized basis at a price equal to the price of retail electricity
in key markets in North America, Europe and Asia.

On January 24, 2007 we entered into a land lease agreement for a manufacturing center site in the Kulim Hi-Tech
Park in the State of Kedah, Malaysia. The Malaysia site accommodates up to four plants, each with four productions
lines. In April 2007, we began construction of plant one of our Malaysian manufacturing center. In the third and
fourth quarters of 2007, we began construction of plants two and three respectively, and in the first quarter of 2008,
we began construction of plant four. During the three months ended June 28, 2008, we commenced production at plant
one, and we expect plant one to reach its full capacity in the second half of 2008; we expect plant two to reach its full
capacity in the first half of 2009 and plants three and four to reach full capacity in the second half of 2009. After plant
four of our Malaysian manufacturing center reaches its full capacity we will have 23 production lines and an annual
global manufacturing capacity of approximately 1.1GW based on the second quarter of 2008 average run rate at our
existing plants.

On November 30, 2007, we completed the acquisition of Turner Renewable Energy, LL.C, a privately held
company which designed and deployed commercial solar projects for utilities and Fortune 500 companies in the
United States. We have integrated the operations from this acquisition into our solar power systems and project
development business.

On February 22, 2006, we were incorporated as a Delaware corporation. Prior to that date, we operated as a
Delaware limited liability company.

Net Sales

We generate substantially all of our net sales from the sale of solar modules. Over the past four years and the six
months ended June 28, 2008, the main constraint limiting our sales has been production capacity as customer demand
has exceeded the number of solar modules we could produce. We price and sell our solar modules per watt of power.
As a result, our net sales can fluctuate based on our output of sellable watts. We currently sell almost all of our solar
modules to solar project developers and system integrators headquartered in Germany, France and Spain, which then
resell our solar modules to end-users who receive government subsidies. The majority of our sales are denominated in
foreign currency and subject to the fluctuation of the exchange rate between the euro and U.S. dollar. Our net sales
could be negatively impacted if legislation reduces the current subsidy programs in Europe, North America or Asia or
if interest rates increase, which could impact our end-users ability to either meet their target return on investment or
finance their projects.

Under our customer contracts, starting in April 2006, we transfer title and risk of loss to the customer and
recognize revenue upon shipment. Under our customer contracts in effect prior to April 1, 2006, we did not transfer
title or risk of loss, or recognize revenue, until the solar modules were received by our customers. Our customers do
not have extended payment terms or rights of return under these contracts.

Under our long-term solar module supply contracts ( Long Term Supply Contracts ) with our customers, we have
the right to terminate certain contracts upon 12 months notice and a payment of a termination fee, if we determine that
certain material adverse changes have occurred, including, depending on the contract, one or more of the following:
new laws; rules or regulations with respect to our production, distribution, installation or collection and recycling
program which have a substantial adverse impact on our business; unanticipated technical or operational issues which
result in our experiencing widespread, persistent quality problems or the inability to achieve stable conversion
efficiencies at planned levels; or extraordinary events beyond our control which substantially increase the cost of our
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labor, materials or utility expenses or significantly reduce our throughput.

Our customers are entitled to certain remedies in the event of missed deliveries of kilowatt volume. These delivery
commitments are established through rolling four quarter forecasts that are agreed to with each of the customers
within the parameters established in
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the Long Term Supply Contracts and define the specific quantities to be purchased on a quarterly basis and the
schedules of the individual shipments to be made to the customers. In the case of a late delivery, certain of our
customers are entitled to a maximum charge representing a percentage of the value of the delinquent delivery. If we do
not meet our annual minimum volume shipments, our customers also have the right to terminate these contracts on a
prospective basis.

With our acquisition of Turner Renewable Energy, LL.C on November 30, 2007, we began accounting for a small
portion of our revenues using the percentage of completion method of accounting. Revenues for our solar power
systems and project development business for the six months ended June 28, 2008 were $5.0 million and not material
to our consolidated results of operations.

No single customer accounted for more than 21% of our net sales in the six months ended June 28, 2008.

Cost of sales

Our cost of sales includes the cost of raw materials and components, such as tempered back glass, transparent
conductive oxide (TCO) coated front glass, cadmium telluride, laminate, connector assemblies, laminate edge seal and
others. Other items contributing to our cost of sales are direct labor and manufacturing overhead such as engineering
expense, equipment maintenance, environmental health and safety, quality and production control and procurement.
Cost of sales also includes depreciation of manufacturing plant and equipment and facility related expenses. In
addition, we accrue warranty and solar module end-of-life collection and recycling expenses to our cost of sales.

We implemented a program in 2005 to collect and recycle our solar modules after their use. Under our collection
and recycling program, we enter into an agreement with the end-users of the photovoltaic systems that use our solar
modules. In the agreement, we commit, at our expense, to remove the solar modules from the installation site at the
end of their life and transport them to a processing center where the solar module materials and components will be
either refurbished and resold as used panels or recycled to recover some of the raw materials. In return, the owner
agrees not to dispose of the solar modules except through our end-of-life collection and recycling program or another
program that we approve, and the photovoltaic system owner is responsible for disassembling the solar modules and
packaging them in containers that we provide. At the time we sell a solar module, we record an expense in cost of
sales equal to the present value of the estimated future end-of-life collection and recycling obligation. We
subsequently record the accretion expense on this future obligation to selling, general and administrative expense.

Overall, we expect our cost of sales per watt to decrease over the next several years due to an increase of sellable
watts per solar module, an increase in unit output per line, geographic diversification into lower-cost manufacturing
regions and more efficient absorption of fixed costs driven by economies of scale.

Gross profit

Gross profit is affected by numerous factors, including our average selling prices, foreign exchange rates, our
manufacturing costs and the effective utilization of our production facilities. For example, our Long Term Supply
Contracts specify a sales price per watt that declines approximately 6.5% at the beginning of each year. Another factor
impacting gross profits is the ramp of production on new plants due to a reduced ability to absorb fixed costs until full
production volumes are reached. As a result, gross profits may vary from quarter to quarter and year to year.

Research and development

Research and development expense consists primarily of salaries and personnel-related costs and the cost of
products, materials and outside services used in our process and product research and development activities. We
continuously add equipment for further process developments and record the depreciation of such equipment as
research and development expense.

Selling, general and administrative

Selling, general and administrative expense consists primarily of salaries and other personnel-related costs,
professional fees, insurance costs, travel expense and other selling expenses. We expect these expenses to increase in
the near term, both in absolute dollars and as a percentage of net sales, in order to support the growth of our business
as we expand our sales and marketing efforts, improve our information processes and systems and implement the
financial reporting, compliance and other infrastructure required for a public company. Over time, we expect selling,
general and administrative expense to decline as a percentage of net sales and on a cost per watt basis as our net sales
and our total watts produced increase.
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Production start-up

Production start-up expense consists primarily of salaries and personnel-related costs and the cost of operating a
production line before it has been qualified for full production, including the cost of raw materials for solar modules
run through the production line during the qualification phase. It also includes all expenses related to the selection of a
new site and the related legal and regulatory costs and the costs to maintain our plant replication program, to the
extent we cannot capitalize these expenditures. We incurred production start-up expense of $16.9 million during 2007
in connection with the qualification of the German plant and the planning and preparation of our plants at our
Malaysian manufacturing center. Production start-up expense for the six months ended June 28, 2008, was
$17.4 million relating to the planning and preparation of our plants at the Malaysian manufacturing center. We expect
to incur significant production start-up expense in fiscal year 2008 in connection with our plants at the Malaysian
manufacturing center. In general, we expect production start-up expense per production line to be higher when we
build an entirely new manufacturing facility compared with the addition of new production lines at an existing
manufacturing facility, primarily due to the additional infrastructure investment required when building an entirely
new facility. Over time, we expect production start-up expense to decline as a percentage of net sales and on a cost per
watt basis as a result of economies of scale.

Interest income

Interest income is earned on our cash, cash equivalents, marketable securities and restricted cash.
Interest expense, net

Interest expense, net of amounts capitalized, is incurred on various debt financings.

Foreign currency gain (loss)

Foreign currency gain (loss) consists of gains and losses resulting from holding assets and liabilities and
conducting transactions denominated in currencies other than the functional currency of the respective subsidiaries.
Use of estimates

Our discussion and analysis of our financial condition and results of operations are based upon our unaudited
condensed consolidated financial statements, which have been prepared in accordance with U.S. GAAP for interim
financial information. The preparation of these financial statements requires us to make estimates and judgments that
affect the reported amount of assets, liabilities, net sales and expenses and related disclosure of contingent assets and
liabilities. On an on-going basis, we evaluate our estimates, including those related to inventories, intangible assets,
income taxes, warranty obligations, marketable securities valuation, derivative financial instrument valuation,
end-of-life collection and recycling, contingencies and litigation and share-based compensation. We base our
estimates on historical experience and on various other assumptions that we believe to be reasonable under the
circumstances, the results of which form the basis for making judgments about the carrying values of assets and
liabilities that are not readily apparent from other sources.

Results of Operations

The following table sets forth our consolidated statements of operations as a percentage of net sales for the periods

indicated:

Three Months Ended Six Months Ended
June 28, June 30, June 28, June 30,

2008 2007 2008 2007
Net sales 100.0% 100.0% 100.0% 100.0%
Cost of sales 45.8% 63.3% 46.3% 59.5%
Gross profit 54.2% 36.7% 53.7% 40.5%
Research and development 2.9% 4.9% 2.7% 4.7%
Selling, general and administrative 16.3% 22.4% 15.6% 21.5%
Production start-up 1.7% 2.0% 3.7% 6.9%
Operating income 33.2% 7.4% 31.7% 7.4%
Foreign currency gain (loss) 0.2% 0.0% 0.3% (0.2)%
Interest income 1.8% 4.9% 2.5% 5.5%
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Three Months Ended Six Months Ended
June 28, June 30, June 28, June 30,
2008 2007 2008 2007
Interest expense, net 0.0% 1.6% 0.0% 1.1%
Other income (expense), net 0.2)% (0.6)% 0.2)% (0.49)%
Income tax benefit (expense) 9.1)% 47.3% 9.2)% 23.1%
Net income 26.1% 57.4% 25.1% 34.3%
Three Months Ended June 28, 2008 and June 30, 2007
Net sales
Three Months Ended
June 28, June 30, Three Month Period
(Dollars in thousands) 2008 2007 Change
Net sales $267,041 $77,223 $189,818 245.8%

Net sales increased by $189.8 million from $77.2 million in the three months ended June 30, 2007 to
$267.0 million in the three months ended June 28, 2008, primarily as a result of a 216% increase in the MW volume
of solar modules sold. The increase in the MW volume of solar modules sold was due to commencement of
production at our first Malaysian facility, full production of our German facility, and continued improvements to our
overall production throughput. In addition, the average number of sellable watts per solar module increased by 6% and
the average selling price increased to $2.57 in the three months ended June 28, 2008 from $2.37 in the three months
ended June 30, 2007. Our average selling price was positively impacted by $0.32 due to a favorable foreign exchange
rate between the U.S. dollar and the euro; which was partially offset by a price decline of $0.12. During the three
months ended June 28, 2008 and June 30, 2007, approximately 84% and 100%, respectively, of our net sales resulted
from sales of solar modules to customers headquartered in Germany.
Cost of sales

Three Months Ended
June 28, June 30, Three Month Period
(Dollars in thousands) 2008 2007 Change
Cost of sales $122,341 $48,852 $73,489 150.4%
% of net sales 45.8% 63.3%

Cost of sales increased by $73.5 million from $48.9 million in the three months ended June 30, 2007 to
$122.3 million in the three months ended June 28, 2008, primarily as a result of higher production and sales volumes
resulting from the full production ramp of our German facility and initial production at our first Malaysian facility.
These factors caused a $42.5 million increase in direct material expense, a $4.8 million increase in warranty costs and
end-of-life costs relating to the collection and recycling of our solar modules, a $1.8 million increase in sales freight
and other costs and a $24.4 million increase in manufacturing overhead costs. The increase in manufacturing overhead
costs was due to a $10.9 million increase in salaries and personnel-related expenses, including a $0.7 million increase
in share-based compensation expense, a $7.0 million of increase in facility and related expenses, and a $6.5 million
increase in depreciation expense, in each case primarily resulting from increased infrastructure associated with our
German and Malaysian facilities.

Gross profit
Three Months Ended
June 28, June 30, Three Month Period
(Dollars in thousands) 2008 2007 Change
Gross profit $144,700 $28,371 $116,329 410.0%
% of net sales 54.2% 36.7%
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Gross profit increased by $116.3 million from $28.4 million in the three months ended June 30, 2007 to
$144.7 million in the three months ended June 28, 2008, reflecting an increase in net sales. For the three months ended
June 28, 2008 foreign exchange gains contributed approximately 3.1 percentage points to our gross margin. As a
percentage of net sales, gross profit increased 17.5 percentage points from 36.7% to 54.2%, representing increased
leverage of our fixed cost infrastructure and scalability associated with our German and Malaysian expansions, which
drove a 216% increase in the number of MW sold over the same time period. Additionally, we incurred $6.4 million
of cost associated with the ramp of our first Malaysian facility in the three months ended June 28, 2008 compared with
$7.6 million of costs associated with the ramp of our German facility in the three months ended June 28, 2007.

Research and development
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Three Months Ended
June 28, June 30, Three Month Period
(Dollars in thousands) 2008 2007 Change
Research and development $7,725 $ 3,763 $3,962 105.3%
% of net sales 2.9% 4.9%

Research and development expense increased by $4.0 million from $3.8 million in the three months ended June 30,
2007 to $7.7 million in the three months ended June 28, 2008, primarily as a result of an increase in headcount, which
resulted in a $2.4 million increase in personnel-related expense, while share-based compensation expense remained
unchanged. In addition, depreciation, equipment and lab supply expenses increased by $1.7 million, which was
partially offset by a $0.2 million decrease in consulting expense.

Selling, general and administrative

Three Months Ended
