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From: . ' .

Sent: : esday, December 08, 2010 4:42 PM
To:

Subject: Fw: Solyndra liquidity crisis

FY! --

From: I

To: _

Sent: Wed Dec 08 16:32:58 2010
Subject: Fw: Solyndra liquidity crisis

DOE has shared U (and Tee : t bf a severe liquidity crisis. In its negotiations with
Solyndra investorsgegagding p i r ng optios DR&has created a deadline THIS FRIDAY that may

precipitate a meltdown at wéuld likely be very embarrasin or DOE and the Administration. We should know by
COB tomorrow if Solyndra will meet this deadline.

DOE has indicated to Solyndra that they will not dishurse the next scheduled loag disbursement (expected this Friday)
unless two of Solyndra’s main current investors commit to making an addh‘.ional_ equity investment before

then. This investment is only half of the amoynt called fog by Solynda’s consolidation plan, but efforts thus far to raise
equity from strategic and financial invegtlrs fidve rbt BeprisHurs st £}

bdn salyndra may default on obligations to
Rddicokdd force the company into

Yiffde, gnd may involve significant changes
idjeve potentially discounting the value of

If investors do not commit these funds}
various suppliers soon thereafter. Thisg
bankruptcy. If investors commit the fu
including extending the current loan tef

DOEs debt and/or subordinating partsipigt fogtirs equity "":r- E §
% £ ‘=,I_:. 2 b'i‘ '"-_’:‘;.‘ i ‘i
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From:

Sent: Wednesday, December 08, 2010 8:46 PM
To: George Kaiser;
Subject: RE: DOE negotiatons regarding solyndra

Unless there is some agreement (or in the case of tax liabilities, law) giving them priority, they are no different than any
other shareholder/creditor.

From: George Kaiser

Sent: Wednesday, December 08, 2010 9:47 AM
To:*

Subject: RE: DOE negotiatons regarding solyndra

Can the government be crammed down in a bankruptcy court?

From:

Sent: Wednesday, December 08, 2010 9:36 AM
To: George Kaiser;
Subject: RE: DOE negotiatons regarding solyndra

| can do that, though | may not have ali my questions answered (I have the key questions answered, but | have raised a
couple of alternative approaches and do not yet know the viability of them.)

e e x . PTERPPPPRPEE 8 SN B 008 AN

From: George Kaiser

Sent: Wednesday, December 08, 2010 9:28 AM
To: *

Subject: RE: DOE negotiatons regarding solyndra

Can both of you do 1:00 today if I move myjjfimeeting a little earlier?

From: NN

Sent: Wednesday, December 08, 2010 9:14 AM
To: George Kaiser;
Subject: Re: DOE negotiatons regarding solyndra

| can do 1:00.

Sent: Wednesday, December 08, 2010 07:50 AM
To: I
Subject: RE: DOE negotiatons regarding solyndra

-your availability?
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rrom: NN

Sent: Tuesday, December 07, 2010 1:08 PM

To: George Kaiser;-

Subject: Re: DOE negotiatons regarding solyndra

Wasn't sure whether you wanted all of us there but I'd like to attend if so.

If so - Ken and | are scheduled for my quarterly investment meeting with the trustees from 2 to 5 Thursday. | can try to
change the meeting or perhaps we could meet at 1pm and I'll push them back to 230 or 3?

From: Géofge Kaiser, I

I
7o I - - i
To: steve Mitche!l NG
Cc:
I Ken Levit

Subje&: RE: DOE negotiatons regarding solyndra

OK - 3:00.

Eromﬁ
Sent: Tuesday, December 07, 2010 11:24 AM
To: George Kaiser; Steve Mitchell

Cc:

Subject: RE: DOE negotiatons regarding solyndra

| have a bank call at 2:00. Sandy put 3:00 on my calendar.

From: George Kaiser

Sent: Tuesday, December 07, 2010 11:15 AM

To: H Steve Mitchell

Cc: I
Subject: RE: DOE negotiatons regarding solyndra

2:00 Thursday?

From:|
Sent: Tuesday, December 07, 2010 11:11 AM

To: George Kaiser: Steve Mitchell
Cc:_

Subject: RE: DOE negotiatons regarding solyndra

That would be the key (your last parenthetical comment).

From: George Kaiser
Sent: Tuesday, December 07, 2010 11:06 AM
To: Steve Mitchell

Cc:

Subject: RE: DOE negotiatons regarding solyndra

I would go a long way to preserve the NOLs-I want to talk about this before I leave town
(by Thursday night). If you want a stall plan, Steve, you could make our decision subject to our
2
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better understanding of whether the NOLs can conceivably be preserved in a semi-liquidation
(that is, somehow maintaining the line of business and avoiding change of control).

R R S S A

From: Steve'Mith;eII
Sent: Tuesday, December 07, 2010 10:30 AM

To: rge Kaiser
CC:_

Subject: Re: DOE negotiatons regarding solyndra

We and the DOE loan fundings (both the 75 and their 95)would be reset to the revised business plan so they could onl
create a loan covenant crisis again if the company doesn't meet its revised plan (this is a Brian Harrison plan, nota i
plan).

This would be a fully funded plan and by the end of the year the company should be cash positive. itis a tight plan as it
relates to cash and meeting the capacity ramp in Q3 and Q4 are critical to this success.

But we would not anticipating a need for additional cash - if we do need additional cash it would be a working capital
need (or we completely blew the plan).

As for the manufacturing tax credit - they are now very aware of the importance of this to Solyndra. The cannot agree to
lobby for our behalf but indicate they are trying to be helpful. We are currently hearing that this (and many other
refundable credits) have been in and out of the current bill a couple of times over the last 48 hours. | don't think they
can have a meaningful impact on this as it is now a very political part of the entire tax discussion that is way above the
DOE discussions.

Oddly, this structure appears to preserve Solyndra's NOLs as well. This needs to be confirmed but is an app.-
number and would be very helpful for future cash flows.

From: George Kaiser

Sent: Tuesday, December 07, 2010 10:09 AM ‘
To: Steve Mitchell
Cc:

Subject: RE: DOE negotiatons regarding solyndra

Yeah, I realized that. I'd go in pari pasu but that is probably not a deal killer. They would have
no ability to create another funding crisis on the rest of the loan because of covenant
violations? This would get both of us through deadlines untii June 30?2 What chance is there to
realize cash breakeven by then? Can they help on the manufacturing tax definition, now that
they have a vested interest?

From: Steve Mitchell

Sent: Tuesday, December 07, 2010 10:06 AM
To: George Kaiser
Cc:
Subject: Re: DOE negotiatons regarding solyndra

As currently described - yes. But we have not communicated this to the DOE yet so we could ask for pari passu with their
75 and 95. We would be taking equity upside with our 75 that they would not receive - which was the rational for being
junior to their new capital. We would still amortize ahead of their already funded debt.
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From: George Kaiser
Sent: Tuesday, December 07, 2010 10:03 AM

To: |
Cc:

Subject: RE: DOE negotiatons regarding solyndra

So, the new -on our side would be subordinate to the new-on the DOE side?

x> B o R NN P

From: Steve Mitchell

Sent: Tuesday, December 07, 2010 9:59 AM

To: i

Cc:

Subject: Re: DOE negotiatons regarding solyndra

George,

We've had quite a bit of internal discussions and some back and forth with the DOE since last night. My prior email was
more of an update and | would like to request authority to make an offer to the DOE today that would fully fund
Solyndra's go forward plan and revise the DOE loan. | don't think providing ow to keep the DOE funding
makes sense at this hour. This amount only gets us through February and we won't raise additional capital in that time
period. It also enforces the DOE's thought that we will continue to fund the company.

We would like to propose that the DOE increase its loan by i-(we asked for this late last night and don't know
if it is possible at this hour) and Argonaut and Madrone will underwrite a commitment (50/50) to fully fund
the business on a go forward basis. We have consistently told the DOE we don't have the entire to fund the
business and we won't invest in anything short of a fully funded plan. The DOE's plus the additional -

will be the senior secured debt of Solyndra. The argonaut/madrone will be subordinated to the senior
loan but senior to the remaining| il of DOE loan (which will have the discounted 15 year term characteristics |
described last night). The convertible debt will convert into equity and our ne will have equity purchase rights in
some form for a large share of the ownership as well.
This gives the company the best opportunity to execute on its business plan as they can stop fundraising and
communicate to the marketplace that they are fully funded. | expect our commitment of_could be lowered
by other investor's participation should we choose to do so. Jamie and the Madrone group have approved this plan. |
have talked withHand he is okay to move forward subject to my discussion with you for your feedback one way
or another.

{ don't know the odds of the DOE agreeing to do this - | put them around 50 / 50. If we make this proposal the best case
scenario for this week is that the DOE's agrees to try and get the loan increase approved, funds Thursday's loan draw
and we wait to hear in December whether they can increase the loan. If they don't increase the loan we would not be
obligated to fund any additional capital. Please let me know if you are okay with us making this proposal.

Thanks
Steve

From Stevé Mltchell oot o
Sent: Monday, December 06, 2010 08:26 PM

To: George Kaiser
F Steve Mitchel;

4
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Subject: DOE negotiatons regarding solyndra

George,

As you know, Jonathan and | are in DC along with the Solyndra management team trying to work out terms to the DOE
loan that would enable the company to raise money (internally or externally) and also keep the DOE on its current funding
schedule. Last week we requested that the DOE increase the size of its loan byiand current investors would
potentially provide an additional Il of equity to fully fund the anticipated BB o reach cash flow break
even. The DOE has been adamant that they cannot statutorily amend the loan to provide additional capital and a new
loan would be completed by June at the earliest and would not occur in the current DC environment. With that framework
we sat down today to try and find some common ground. | have been very upfront that the likelihood of reaching a deal
this week was low and that if the DOE decides not to fund on Friday that we understand the ramifications (i.e. we move

toward a liquidation scenario). We have also consistently stated that we would not fund into a plan that was not fully
funded.

One of the primary concerns that potential investors have cited when passing on Solyndra has been that they would

be investing behind |l of the DOE loan. To be clear, they are also very concerned about the company's
capacity ramp in the second half of 2011 (and the channel development that needs to occur to meet this increase in
output), the cost reduction roadmap for the product, the Chinese competition remaining rational actors regarding pricing
(i.e. maintaining a gross margin) and that additional capacity expansion would need to be based on a lower cap-ex model
than we currently have for growth. To the extent we can work out terms with the DOE (which will require some additional
capital commitment by Argonaut and Madrone), it is my opinion that it will be very difficult to attract a new investor in the
timeframe in which the capital needs to be raised and we will face letting the company go under or funding it ourselves
along with Madrone.

As mentioned above, the DOE can not fund more capital than the original loan called for |l remains to be
drawn), however, as of today they have shown a willingness to be very creative to incent additional capital

investment. However, their opening requirement for funding any incremental loan draws was that current investors
commit an additional dhis week (funded pro rata with the future loan draws). This is something | have pushed
back on but it is clear that if we want to reanal capital from the DOE that we will need to make a commitment of
some amount of capital - | have discussed with of Madrone and this is a number he is
comfortable committing to on a 50/50 basis with Argonaut at this time but no more (the unfortunate reality is that none of
the other investment groups can make a commitment in any way close to this schedule so any new dollars should end up
owning the company).

We were far apart from the DOE on our asks - | have been pushing them to haircut their loan by_which they

will not (cannot) politically get done and they would rather have the fallout from a bankrupt investment than appear to

enrich others by discounting the loan to its potentially current value and let us make outsized returns in an upside scenario
the lead negotiator for the DOE) understands [lillshould discount the loan to increase the odds of a return of

some portion of capital and Il response is in the US government environment it is impossible for her to accomplish

this. [Jllhas engaged with me on a discount to a greater extent than on an increase in the loan amount (which is

consistently dead on arrival), however, she states that it is not a possibility (though it could be a walk away request in my
mind).

In light of the distance between our respective positions we agreed to work on a framework of terms that could potentially
get done recognizing that | would have to secure a committment from you, BB adrone and other
investors. | have attached the framework that was distributed tonight to the DOE and our group. The terms are basically
as follows: Current investors would commit to an additional ﬁ of capital this week and would contribute an
additiona! NI into a fully funded plan (in other words, the company would only have to raise of outside
capital to have a fully funded plan); the DOE would committ to funding its remaining $95 million of loan draws; the $150
million of new investor capital and the to be funded ould make up the senior secured debt of Solyndra
(secured by Fab 1, Fab 2, IP and corporate); the reWwould be subordinated to the newly funded
-senWwould be discounted to app. and would accrete back up to iover a 15 year
term. The convertible debt contributed this summer would be converted into app. 80% ownership of the
common equity. For making the new senior loan new investors would receive warrants in the common

(or some form of preferred) for a majority of the company (not sure what this should be yet but not a large concern for the
DOE as it is behind their loans (but to be clear, the amortizes pro rata along with the remaining [ ENGcGczczNc

of
DOE loan draws - this is designed to de-risk this capital as much as possible). In the event the company qualifies for the
manufacturing tax credit this would reduce the amount of the*for dollar by app.k
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Please note that we have some open points on this - we proposed a balloon payment on the Wated
note and the DOE is asking for some amortization -ﬂper quarter beginning in 2016 with a ballogn
payment was inserted but not agreed to. The DOE indicated that they would need an additional firm commitment of ﬁ)
I o they would not pay the January or February draws - | was adamant that this was a non-starter and that we
would only commit to funding the additional committment into a fully funded plan. The [ EEE il get the company
through the end of February and _gets the company through the end of the 2nd quarter. At that time we should
have a good idea on sales traction and could possibly raise outside capital, however, | put very little faith on raisi
additional capital in 2011 from outside investors and | put no faith in raising outside capital prior to February. %
shares my concerns that it will be very difficult to bring in additional equity capital as the company has just been out

in the marketplace too long (pre-IPO convert, IPO filing, cufrent raise) and it has gotten long in the tooth for potential
investors.

We are expected to meet with the DOE again at 10am tmrw morning. Each group is going back to superiors / investment
committee, etc to determine if these terms are even in the realm of possibility for getting a deal done. To be clear, the-

would need to be split 50/50 from Argonaut and Madrone but would not get the company far enough along to have
a serious chance of raising additional caiital ii.e. unless the tax credit comes through we will need to contribute additional
capital or let the company go and be eeper in the hole). However, the new capital is at a much more
secure level in terms of return in a liquidation scenario (f don't think in a disasteWof proposed senior
debt gets paid back, but at the end of February it would be app. an incremental of DOE capital and our
iand this would most likely be recovered in a liqudation scenario).

if the DOE requires more than an additional -committment to continue funding through February | would not
recommend moving forward. However, with the senior loan position alongside the DOE it is getting more interesting to
give the company the additional runway to play out its channel deviopment and grow under Brian's leadership. | know this
is a short time frame and we don't necesarily have to reach an agreement with the DOE tmrw but we definitely need some
fairly concrete direction within a couple of days. |wish you had met Brian and had a direct update on Solyndra's
operations from management as they can do a much better job conveying where the company is (as you know it is a big
ship that is turning slowly but they do feel it is getting turned around in the right direction). Please let me know if you have
any questions, comments or suggestions or if you would like to have a call with me and management at around 8am or
8:30am CST prior to our meeting with the DOE. At a minimum | will step out of the DOE meeting and update you on their
feedback. At some point our negotiations will break down or | will request authorization of some amount of capital to
commit (most likely $12.5 million) to be funded in January. Obviously this is a moving process and | will keep you and the
rest of the team in the loop as much as possible.

Steve

From: Ben Schwartz
Sent: Mon 12/6/2010 5:26 PM
To: ]
Cc: Steve Mitchell; Brian Harrison; IIIIIIIIEEEE Bil! Stover;
Subject: Solyndra Response

Attached is our response, can you please circulate to the rest of your team.

Thanks.

Ben Schwartz
VP, Deputy General Counsel
Solyndra, Inc.

CONFIDENTIAL AND PROPRIETARY AVI-HCEC-0024287



This e-mail and any accompanying attachments contain information that is confidential to
Solyndra, Inc.

The information is intended solely for the use of the individual to whom it is addressed.

Any review, disclosure, copying, distribution, or use of this e-mail communication by
others is strictly prohibited.
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If you are not the intended recipient, please notify us immediately by returning this
message to the sender and delete all copies.

Thank you for your cooperation.
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Subject: Summary of Key Business Terms
Attachments: Summary of Solyndra Key Business Terms and Conditions.docx

Director

Portfolio Management

Loan Guarantee Program Office
US Department of Energy

1000 Independence Avenue SW
Washington, DC 20585
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Solyndra
Summary of Key Business Terms and Conditions

The restructuring will consist of Senior Debt of up to_and Senior Second Position Debt of _
The December Advance is contingent on:

I. Pro-rata funding by the current investors up to an aggregate of -
ii. A guarantee from Solyndra, Inc. covering all obligations of Fab 2; and
iii.  Afinalized term sheet executed by Solyndra and its Existing investors.

The plan is to reach financial close in 4-6 weeks.

SENIOR DEBT: 6 year facilit

Tranche A:_ of new Investor Debt (Argonaut/Madrone/Existing Investors)
Interest: Libor plus 600 basis points reducing to lllleffective December 2012.
e  Funding Date: Pro-rata with DOE debt beginning in January.

e Liquidity Rig.hts: Payment priority from proceeds in event of. liquidation before initial scheduled principal
payment date (March, 2013).

Tranche B: -of DOE/FFB financing (includlng-yet to be funded)

Collateral (Tranche A and B): {1) all equity interests and assets in Fab 2 LLC {(including IP, all equipment,
agreements, etc.); and (2) all assets in Solyndra, Inc. {(Tranche A only)

Payment Terms (Tranche A and B): (1) Initial prihcipal payment: March, 2013; {2) Equal quarterly principal
payments over 16 quarters; (3) Final maturity: December, 2016; (4) PIK interest period: through December, 2012;
(5) Cash sweep as discussed below; and (6) All prepayments without penaity.

Tranche C: Up to an additional-of- new Investor Debt

e  Pari-passu and same collateral and terms as Tranche A, but no priority payment from proceeds in the event of
liquidation before initial scheduled principal payment date, or as to be negotlated by new lenders and
acceptable to DOE/FFB. '

o previously funded DOE/FFB debt [ and Existing Investor convertible pebt [ ve

discounted using an OID structure:

o DOE/FFB Debt: NG nitial principal amount |_ accreting to _evenly

on a quarterly basis over a 12 year period.

o Exiitini Investor Convertible Debt: - initial principal amount _ accreting to

evenly on a quarterly basis over a 15 year period.

BT o T z—?;-E.Jv-,-«

Tenor 12 years 15 years i

Principal payments 24 quarters beginning March, 2017 36 quarters beginning March, 2017

Final maturity December, 2022 December, 2025

PIK interest period Through December, 2014 ’ Through December, 2015

Mandatory Redemption Once total balances in certain accounts exceeds 125% None
of outstanding balance

Optional Prepayment Original principal and accrued interest; ) None .

Payment Event of Default Al firture accretions brought forward if uncured All future accretions brought forward if uncured
payment default payment default
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Collateral Package:

Current Package

Proposed Package

Building and land
Equipment
Leashold Interests

Limited use of license for Solyndra technology up to
the production output of Fab 2

Building and land

Equipment

Leashold interests

Intellectual property

Fab 1 and associated equipment

Supply, sales, and other operating agreements
Personnel )

Limited guarantee of Solyndra, Inc.

All assets of Solyndra, Inc. have been transferred to Fab
2, LLC






