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As manufacturer of the world’s most effi cient solar cells, 
SunPower Corporation is leading the way in end-to-end solar 
energy solutions. With headquarters in San Jose, California 
and Geneva, Switzerland, we serve utility-scale and large 
commercial clients with design and construction services, and 
homeowners through our extensive residential dealer network. 
SunPower’s innovative products include the highest-effi ciency 
solar panels, our patented SunPower® Tracker and the 
market-leading SunTile® for new homes.
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Dear Stockholders:

2007 was a transformational year for SunPower, as we expanded the company’s footprint in the value chain
from ingot pulling to customer delivery: we now deliver the world’s highest-performance solar power systems. Our
acquisition of PowerLight Corporation in January of 2007 solidified our downstream integration strategy. The
benefits of this combination of talents and capabilities have exceeded our expectations. SunPower’s systems
business segment, built on the shoulders of the PowerLight team, delivered fantastic results in 2007. We have now
linked SunPower’s superior cell design and world-class manufacturing skills with PoweLight’s intellectual
property and large-scale systems portfolio. Using our superior technology, SunPower is creating a brand directly
with our customers and we will extend that brand to encompass a superior customer experience. Our vertical
integration approach provides us with direct access to our customers. As a result, we control our own destiny by
responding directly to market signals, controlling 80 percent of the costs in the value chain, and delivering a
SunPower branded customer experience.

SunPower’s strategies are to build our brand by leveraging our channel ownership and to deliver the highest-
performance solar technologies, while dramatically reducing costs and investing in our people.

First, let me expand on the benefits of downstream integration to the customer. We are a uniquely vertically
integrated solar company from our silicon ingot-pulling joint venture to solar system delivery to customers around
the globe. During the early stages of market development, we believe that vertical integration provides us with the
advantage of being able to rapidly translate customer preferences back through the value chain. Direct contact with
our customer means that we immediately identify changes in market opportunity, directly convey the SunPower
brand to our customers, and rapidly improve our products, services and our customer experience to best meet our
customers’ needs.
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By directly owning customer delivery channels, we also have the flexibility to buy third party supply when it
meets our customers’ specifications. We do that today in two of the four channels we serve: power plants and
commercial and public facilities. With that option, we can choose to grow faster using third party supply as silicon
and solar panels become more abundant. In addition, channel control allows us to maximize the revenue from our
own solar panel production by capturing downstream margins.



Next, let me discuss the rationale for each of our core strategies: brand, technology, cost and people. Our brand
is built on a differentiated technology platform. With the world’s highest-efficiency solar panels and our
unwavering commitment to world-class product quality, we offer a strong value proposition in all of the segments.
In our residential segments as well as in the small commercial market, our aesthetic advantage, derived from our all-
back-contact and back-junction solar cell architecture, complements our efficiency advantage for those customers.
Our superior systems technology substantially improves energy collection. In our ground mounted and commercial
rooftop applications, our designs collect 10 percent to 30 percent more energy than conventional designs. For new
production homes, our superior design allows us to offer the industry’s only Class A fire rated solar roof tile.

SunPower SunTile» Application on Three Rooftops SunPower»Tracker Power Plant Application

Let me elaborate on how valuable our channel ownership strategy is in the solar market as a policy-driven
market. Our deliberate decision to invest in building our channels in each market segment and across four
continents maximizes our options to respond to market opportunities and risks and leverage our technological
advantages. In 2007, our revenue was broadly diversified across market segments with approximately 20 percent
from residential segments, 30 percent from commercial and 50 percent from power plants. Our geographic mix was
also diversified, with 45 percent from North America, 50 percent from Europe and five percent from Asia Pacific.
We believe that we have built the most resilient market position in the industry with the combination of our vertical
integration strategy and our deliberate portfolio approach to serving market segments and geographies.

In a policy-driven market we expect both opportunities and risks to emerge. By owning the customer
relationship we have a direct line-of-sight on market sentiment. As we get an early read on upcoming opportunities
and risks, we adjust our sales focus and our technology allocation between regions and segments in response. We
recently responded to the near-term opportunity we see developing in Italy by acquiring one of our customers, now
operating as SunPower Italia. We see this kind of carefully chosen acquisition as giving us a jumpstart to channel
development in new geographic markets. A policy-driven market also creates risks. For example, we have
uncertainty in the United States solar market due to a delayed extension of the federal Investment Tax Credit (ITC)
for solar systems.

Although this uncertainty will likely lead to a surge in market activity as customers race to complete systems
before the current ITC expires at the end of 2008, it could lead to a gap in the U.S. commercial solar market in 2009.
We have considered this possibility in our planning for 2008 and 2009 and have already implemented plans to adjust
our channel investments and product allocations to other markets and segments to prepare for this outcome. Our
portfolio approach to market segments uniquely positions SunPower to respond to policy uncertainty. However, we
believe that lack of market certainty is detrimental to overall market development, disrupting investment cycles
which lead to employment loss and a talent drain from the industry previously built by a combination of public and
private investment. Market disruptions are extremely inefficient, leading to duplicate investments to rebuild market
functionality after disruptions are resolved.



Now let me move on to our second strategy: technology. Our channel and brand strategy is built on our
differentiated technology. We deliver the highest-performance solar systems in the world. Our second generation,
or Gen 2, solar cells began volume production in 2007. As we continue to ramp production of our second fab in the
Philippines in 2008, we expect to produce a majority of our cells using Gen 2 technology this year. In production,
our Gen 2 technology has achieved mean efficiencies in the 22.5 percent range, an improvement of approximately
10 percent compared to our first generation, or A300, solar cells. Also, our highest rated production cells have
almost reached our 23 percent efficiency goal to meet our 2012 cost reduction target. Sandia National Laboratory
reported that they measured a solar panel using Gen 2 technology at 20 percent efficiency, the highest of any
commercial crystalline silicon solar panel they have ever tested.

Our systems technology reached two key milestones in 2007: we began major deployments of both our
SunPower» T10 Solar Roof Tile and our SunPower» T20 Tracker, technologies that increase energy delivery for a
given solar panel by improving the panel’s orientation toward the sun in a very cost effective solution. The T10 Roof
Tile is now in wide deployment in the United States and we began selling it into Europe at the end of the year. The
T20 Tracker was first deployed at Nellis Air Force Base outside of Las Vegas, Nevada, the largest photovoltaic
power plant in the United States. We are also deploying the T20 Tracker for several large power plants in Europe.
The T20 Tracker improves energy capture from a given solar panel by up to 30 percent compared to fixed-tilt
systems and it delivers up to 95 percent of the energy of more costly and complex two-axis trackers.

SunPower» T10 Solar Roof Tile SunPower» T20 Tracker

Beyond the technological achievements in our cell, panel and systems technologies, the future contains many
more advancements from our R&D team. In 2007, we were awarded and began work under our three-year Solar
America Initiative (SAI) contract, the largest contract of any awarded. The SAI, a Presidential Initiative admin-
istered by the U.S. Department of Energy, seeks to accelerate solar power deployment by integrating delivery of
solar power throughout the value chain. As a result of the SAI, we have accelerated our research and development
plans for our solar cells, modules and systems as well as the business processes we use to move new technology to
market.

The third leg of our strategy is to dramatically reduce the cost of our solar systems which is key to expanding
our market opportunity beyond the policy-driven markets we serve today. We believe that our technology
advantages and vertically integrated strategy provide us with a leading-edge position to deliver our 50 percent
cost reduction commitment for solar power. In order to address broad retail and wholesale energy markets across
the Organisation for Economic Co-operation and Development (OECD) markets, we plan to reduce solar power
costs by 50 percent from 2006 levels by 2012. That goal will move the levelized cost of energy from solar systems
today from $0.25 to $0.35 per kilowatt-hour to $0.12 to $0.18 per kilowatt-hour. At these lower levels, solar energy
will be competitive with retail electric rates in much of the developed world and with marginal peak wholesale
energy prices.

Cell efficiency is a core driver of cost reduction. A single percentage point of conversion efficiency
improvement leads to approximately a five percent improvement in installed residential system costs in the
U.S. We expect that scale throughout the supply chain and improvements in delivering systems to customers will
combine to complement efficiency gains to achieve our 50 percent cost reduction plan.



In 2007, we had cost and efficiency improvements offset by increasing feedstock costs. Silicon continued to be
in tight supply. In response, we successfully moved all of our production to 165 micron wafers during the year and
plan to move our 2008 production to 145 micron wafers over the course of the year. The combination of our wafer
thickness reductions and our highest average efficiency of cell production improved our overall silicon utilization
by approximately 10 percent from over 7 grams per watt to under 6.5 grams per watt in the fourth quarter of 2007.
This improvement in silicon utilization was important to help offset the increasing cost of silicon in 2007, a trend
that we expect to change as our new intermediate and long-term contracts begin delivery in the first quarter of 2008.

Combining higher efficiency cells, lower cost silicon, our thinner wafer initiatives and our manufacturing
scale plans, we have strong visibility into our upstream costs. Looking downstream, we will refine our systems
design using direct feedback from our customers to deliver systems that are more efficient, cost effective and easier
to install. We are also scaling our cell and system technology supply chains and scaling our business processes for
our customer delivery channels. All told, we plan to achieve 50 percent cost reduction for an installed system by
2012, and believe we can achieve two-thirds of that goal by 2010.

The fourth component of our strategy is our commitment to our people. Our workforce is growing rapidly, so
recruiting, hiring and retaining the best people in the industry is a major focus for our team and specifically for me.
Our employees come to SunPower to build a great company and to have a positive impact on the world. We are
making direct contributions to the communities we work in and we are laying the foundation to grow as a
sustainable company. These efforts will include how we interface with our suppliers, focus our business and run our
internal operations. We look forward to expanding our investments in our communities as we grow and establishing
SunPower as an example of a sustainable company.

We believe that SunPower’s strategies will position us to lead the solar industry into the mainstream electric
market. This one trillion dollar market is facing new challenges with the rapid increase in delivered costs of fossil
fuels, congested transmission infrastructure and surging demand in India and China. Solar will be a major part of
the solution. We estimate that solar could contribute up to 15 percent of new capacity additions by 2015 in markets
being developed today. We are driven to scale and reduce our costs to deliver high-performance solar systems to
meet that opportunity around the world and across a broad range of customer segments. With the support of our
stockholders, employees, customers and suppliers, SunPower will be the leader in offering affordable, reliable,
local and clean solar power as a mainstream energy resource.

Sincerely,

Thomas H. Werner
Chief Executive Officer
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