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CALCULATION OF REGISTRATION FEE
Amount to be
Registered/Proposed
Maximum Offering Price per Amount of
Unit/Proposed Maximum
Title of each class of securities to be registered Aggregate Offering Price Registration Fee

Class A Common Stock, par value $0.001 per share €8 €8
Preferred Stock, par value $0.001 per share €8 €8
Debt Securities €8 (1)
Warrants €8 @))]
(1) An unspecified aggregate initial offering price or number of the securities of each identified class is being registered as may from time to

time be issued at indeterminable prices. Separate consideration may or may not be received for securities that are issuable on exercise,
conversion or exchange of other securities. In accordance with Rules 456(b) and 457(r), the registrant is deferring payment of all of the
registration fee.
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ProOSPECTUS

Class A Common Stock
Preferred Stock
Debt Securities

Warrants

We may offer and sell, from time to time, in one or more offerings, together or separately:
(1) class A common stock;

(2) preferred stock;

(3) debt securities, which may be senior debt securities or subordinated debt securities; and
(4) warrants.

This prospectus describes some of the general terms that may apply to these securities. We will provide the specific terms of the securities and
their offering prices in supplements to this prospectus. You should read this prospectus and the applicable prospectus supplement carefully
before you decide whether to invest in any of these securities.

Our class A common stock trades on The Nasdaq Global Market under the symbol SPWR. On January 26, 2007, the last reported sale price of
our class A common stock was $43.30 per share. All of the shares of our class B common stock are owned by Cypress Semiconductor
Corporation, or Cypress, and the class B common stock is not listed or traded on any exchange. As of January 23, 2007, Cypress held
approximately 70.5% of the total number of outstanding shares of our class A common stock and class B common stock on a combined basis,
and approximately 95.0% of the total combined voting power of our outstanding capital stock.

Our securities may be offered directly, through agents designated from time to time by us, or to or through underwriters or dealers. If any agents,
underwriters or dealers are involved in the sale of any of our securities, their names, and any applicable purchase price, fee, commission or
discount arrangement between or among them, will be set forth, or will be calculable from the information set forth, in the applicable prospectus
supplement. None of our securities may be sold without delivery of the applicable prospectus supplement describing the method and terms of the
offering of those securities.

Investing in our securities involves significant risks. See  Risk Factors beginning on page 4.

Neither the Securities and Exchange Commission nor any other state securities commission has approved or disapproved of these securities or
passed upon the accuracy or adequacy of this prospectus. Any representation to the contrary is a criminal offense.

This prospectus is dated January 29, 2007

Table of Contents 4



Edgar Filing: SUNPOWER CORP - Form S-3ASR

Table of Conten

TABLE OF CONTENTS

Page
About This Prospectus 1
Summary 1
Risk Factors 4
Cautionary Note Regarding Forward-L.ooking Statements 38
Ratio of Earnings to Fixed Charges and Ratio of Earnings to Combined Fixed Charges and Preferred Stock Dividends 40
Use of Proceeds 41

Page
Description of Class A Common Stock 42
Description of Preferred Stock 46
Description of Debt Securities 46
Description of Warrants 56
Plan of Distribution 58
Experts 60
Legal Matters 60
Where You Can Find More Information 61

Table of Contents 5



Edgar Filing: SUNPOWER CORP - Form S-3ASR

Table of Conten
ABOUT THIS PROSPECTUS

This prospectus is part of a registration statement that we filed with the Securities and Exchange Commission, or the SEC, using a shelf
registration process. Under this shelf registration process, we may from time to time sell shares of class A common stock, shares of preferred
stock, debt securities or warrants, or any combination of these securities, in one or more offerings. This prospectus provides a general
description of the securities we may offer. Each time we sell securities under this shelf registration process, we will provide a prospectus
supplement containing specific information about the terms of the securities being offered and the manner in which they may be offered. The
prospectus supplement may also include a discussion of any risk factors or other special considerations that apply to those securities. Any
prospectus supplement may also add to, update or change the information in this prospectus. If there is any inconsistency between the
information in this prospectus and the information in a prospectus supplement, you should rely on the information in that prospectus supplement.
You should read the entire prospectus and the applicable prospectus supplement, together with the additional information described under the
heading Where You Can Find More Information, before making an investment decision.

You should rely only on the information provided in this prospectus and the applicable prospectus supplement, including any information
incorporated by reference. No one is authorized to provide you with information different from that which is contained, or deemed to be
contained, in the prospectus and the related prospectus supplement. We are not offering securities in any state where the offer is prohibited. You
should not assume that the information in this prospectus, any prospectus supplement or any document incorporated by reference is accurate as
of any date other than the date of the document in which the information is contained or other date referred to in that document, regardless of the
time of sale or issuance of any security.

Unless otherwise specified or unless the context requires otherwise, all references in this prospectus to  SunPower, — we, us, our or
similar references mean SunPower Corporation and its subsidiaries. On January 10, 2007, we completed our previously announced merger, or
the Merger, with PowerLight Corporation, described below. Unless otherwise specified or unless the context requires otherwise, all references
in this prospectus to  PowerLight mean PowerLight Corporation prior to January 10, 2007 and PowerLight Corporation, an indirect wholly
owned subsidiary of SunPower, on or after January 10, 2007.

SUMMARY
SunPower Business

We design, develop, manufacture, market and sell solar electric power products, systems and services. Our products are based on our proprietary
processes and technologies. We have spent more than 15 years developing high performance solar cells, which are semiconductor devices that
directly convert sunlight into electricity. We believe our solar cells have the highest conversion efficiency, a measurement of the amount of
sunlight converted by the solar cell into electricity, available for the mass market. We also believe our solar cells provide the following benefits
compared with conventional solar cells:

superior performance, including the ability to generate up to 50% more power per unit area;

superior aesthetics, with our uniformly black surface design which eliminates highly visible reflective grid lines and metal
interconnect ribbons; and

efficient use of silicon, a key raw material used in the manufacture of solar cells.
We offer solar power products, including solar cells, solar panels and inverters, which convert sunlight to electricity compatible with the utility
network. Our solar sales efforts have been focused on residential and commercial applications where the high performance and superior
aesthetics of our solar power products provide compelling customer benefits. We also sell products for multi-megawatt solar power plant
applications that mount our products on moving structures that track the sun. We sell our products in many countries, principally in regions
where government incentives have accelerated solar power adoption.
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We produce our solar cells at our manufacturing facility in the Philippines. We currently operate four solar cell manufacturing lines in the
Philippines, with a total rated manufacturing capacity of approximately 108 megawatts per year. We have recently started construction on a
second solar cell manufacturing facility in the Philippines, which is designed to house up to ten additional manufacturing lines. We expect three
manufacturing lines in the new facility to be operational by the end of 2007, which would give us an aggregate rated manufacturing capacity of
approximately 207 megawatts per year. Currently, most of our solar panels are assembled for us by a third-party subcontractor in China. We
supplement this capacity with in-house production at our automated panel assembly factory located in the Philippines. We expect to produce up
to 30 megawatts of solar panels per year from our first manufacturing line. The panel assembly factory has sufficient space to expand capacity to
90 megawatts per year. Our systems in North America also include branded inverters manufactured for us by multiple suppliers.

On January 10, 2007 we completed the Merger with PowerLight, a leading global provider of large-scale solar power systems. PowerLight
designs, manufactures, markets and sells solar electric power system technology that integrates solar cells and solar panels manufactured by us
and other suppliers to convert sunlight to electricity compatible with the utility network. PowerLight also provides solar power systems to end
customers on a turn-key, whole-solution basis by developing, engineering, procuring permits and equipment for, managing construction of,
offering access to financing for, and providing monitoring, operations and maintenance services for large-scale roof-mounted and
ground-mounted solar power applications. PowerLight s customers include industrial, commercial and public sector entities, investors,
value-added resellers, utilities and production home builders. PowerLight s solar power systems generate electricity over a system design life
typically exceeding 25 years. PowerLight s solar power systems are principally designed to be used in large-scale applications exceeding 300
kilowatts, including the development of solar production home communities. PowerLight has completed or is in the process of completing over
300 projects worldwide, rated in aggregate at over 100 megawatts peak capacity. In the United States, PowerLight typically sells solar power
systems rated up to one megawatt of capacity to provide a supplemental, distributed source of electricity for a customer s facility. In Europe and
South Korea, PowerLight s products and systems are often purchased by third party investors as central station solar power plants, typically rated
from one to 20 megawatts, which generate electricity for sale under tariff to regional and public utilities.

Our Relationship with Cypress Semiconductor Corporation

As of January 23, 2007, Cypress owned all 52,033,287 shares of our outstanding class B common stock, which, after giving effect to the
issuance of 4,106,884 shares of class A common stock at the closing of the Merger, represented approximately 70.5% of the total outstanding
shares of our common stock, or approximately 64.5% of such shares on a fully diluted basis after taking into account outstanding options, and
95.0% of the total voting power of our outstanding capital stock. Our class B common stock has eight votes per share while our class A common
stock has one vote per share. Cypress may convert its shares of class B common stock into shares of class A common stock on a one-for-one
basis at any time. Cypress is not obligated to distribute to its stockholders or otherwise dispose of the shares of our class B common stock that it
beneficially owns, although it might elect to do so in the future. Cypress announced on October 6, 2006 and reiterated on October 19, 2006 that
it was exploring ways in which to allow its stockholders to fully realize the value of its investment in SunPower. Cypress has made public
statements since October 19, 2006 that were consistent with these announcements.

Cypress delivers high-performance, mixed-signal, programmable solutions that provide customers with rapid time-to-market and exceptional
system value. Cypress offerings include the PSoC Programmable System-on-Chip, USB controllers, general-purpose programmable clocks and
memories. Cypress also offers wired and wireless connectivity solutions ranging from its WirelessUSB radio system-on-chip, to West Bridge

and EZ-USB FX2LP controllers that enhance connectivity and performance in multimedia handsets. Cypress serves numerous markets including
consumer, computation, data communications, automotive, industrial and solar power. Cypress trades on the NYSE under the ticker symbol CY.
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SunPower Corporate Information

Our headquarters are located at 3939 North First Street, San Jose, California 95134, and our telephone number is (408) 240-5500. Our website is
www.sunpowercorp.com. The information on our website is expressly not incorporated by reference into, and does not constitute a part of, this
prospectus. SunPower and PowerLight are our registered trademarks and the SunPower and PowerLight logos are our trademarks. This
prospectus also includes trade names, trademarks and service marks of other companies and organizations.
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RISK FACTORS

Investing in our securities involves risks. You should carefully consider the risks described below and other information contained or
incorporated by reference in this prospectus before making an investment decision. The risks and uncertainties described below and in our other
filings with the SEC incorporated by reference herein are not the only ones facing SunPower. Additional risks and uncertainties not presently
known to us or that we currently consider immaterial may also adversely affect us. If any of the following risks occur, our business, financial
condition or results of operations could be materially harmed. In such case, the value of our securities could decline and you may lose all or
part of your investment.

In addition, each applicable prospectus supplement will contain a discussion of risks applicable to the particular type of securities that we are
offering under that prospectus supplement. Prior to making a decision about investing in our securities, you should carefully consider the risk
factors in this prospectus in addition to the specific risk factors discussed under the caption Risk Factors in the applicable prospectus
supplement, together with all other information contained in the applicable prospectus supplement or appearing in, or incorporated by
reference in, this prospectus.

Risks Related to Our Recent Merger with PowerLight

As a result of the significant cash paid in the Merger, we intend to raise additional funds to support our business, and if we are unable to
secure adequate funds on terms acceptable to us, our business could suffer.

As of September 30, 2006, we had approximately $254.0 million of cash and cash equivalents, and we paid approximately $120.7 million in
cash to holders of PowerLight stock and assumed options in connection with the Merger. We expect to continue to make significant capital
expenditures, particularly in our manufacturing facilities and anticipate that our expenses will increase substantially in the foreseeable future as
we expand our manufacturing operations, hire additional personnel, pay more or make advance payments for raw material, especially
polysilicon, increase our sales and marketing efforts, pursue more large scale solar power plant projects, invest in joint ventures and acquisitions
and continue our research and development efforts with respect to its products and manufacturing technologies. We expect total capital
expenditures of approximately $170 to $190 million in 2007 as we continue to increase our manufacturing capacity. These expenditures would
be greater if we decide to bring capacity on line more rapidly. In addition, our PowerLight business has typically required significant working
capital in order to fund planned projects in advance of the receipt of customer payments and it is expected to continue to do so.

Given these capital needs, we intend to seek additional capital in the near future. We will likely seek to sell additional equity securities or debt
securities or obtain other debt financing. The sale of additional equity securities or convertible debt securities would result in additional dilution
to our stockholders. Additional debt would result in increased expenses and could require us to abide by covenants that would restrict our
operations. Our $25.0 million three-year revolving credit facility and PowerLight s $10.0 million credit facility, which we refer to as our credit
facilities, contain customary covenants and defaults, including, among others, limitations on dividends, incurrence of indebtedness and liens and
mergers and acquisitions and may restrict our operating flexibility. If adequate funds are not available or not available on acceptable terms or
terms consistent with any new credit agreement we may enter into, our ability to fund our operations, develop and expand our manufacturing
operations and distribution network, maintain our research and development efforts or otherwise respond to competitive pressures would be
significantly impaired.

Although we expect the Merger to be beneficial for us, such benefits may not be realized because of integration difficulties or other
challenges.

PowerLight has global operations that will need to be integrated successfully in order for us to realize the benefits anticipated from the Merger.
Realizing these benefits will require the meshing of technology, operations and personnel of SunPower and PowerLight into a single
organization. We expect the integration to be a

Table of Contents 9



Edgar Filing: SUNPOWER CORP - Form S-3ASR

Table of Conten

complex, time-consuming and expensive process that, even with proper planning and implementation, could cause significant disruption. The
challenges that we may face include, but are not limited to, the following:

consolidating operations, including rationalizing corporate information technology and administrative infrastructures;

our management gaining sufficient experience with technologies and markets in which the PowerLight business is involved, which
may be necessary to successfully operate and integrate the business;

coordinating sales and marketing efforts between the two companies;

overcoming any perceived adverse changes in business focus or model;

realizing synergies necessary to meet our long-term margin targets, given PowerLight s historical margins;

coordinating and harmonizing research and development activities to accelerate introduction of new products and technologies with
reduced cost;

preserving customer, supplier, distribution and other important relationships of SunPower and PowerLight and resolving any potential
conflicts that may arise;

retaining key employees and maintaining employee morale;

addressing differences in the business cultures of SunPower and PowerLight;

coordinating and combining operations, relationships and facilities outside of the United States, which may be subject to additional
constraints imposed by geographic distance, local laws and regulations; and

creating a consolidated internal control over financial reporting structure so that we and our independent auditors can report on the
effectiveness of our internal controls over financial reporting.
We may not be able to successfully integrate the operations of PowerLight in a timely manner, or at all. In addition, we may not realize the
anticipated benefits and synergies of the Merger to the extent or when anticipated. Even if the integration of SunPower s and PowerLight s
operations, products and personnel is successful, it may place a significant burden on our management resources. The diversion of management s
attention and any difficulties encountered in the transition and integration process could harm our business, financial condition and operating
results.

The completion of the Merger could cause certain solar cell and panel suppliers to reduce or terminate their business relationship with our
PowerLight business, which could adversely affect the ability of our PowerLight business to meet customer demand for its solar power
systems and materially adversely affect our results of operations and financial condition.

As a result of the Merger, we now directly compete with certain suppliers of solar cells and panels to our PowerLight business. As a result, the
Merger could cause one or more solar cell and panel suppliers to reduce or terminate their business relationship with our PowerLight business.
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After the Merger closed, we discontinued our purchasing relationship with a historically large supplier, which will not supply solar panels to
PowerLight beyond the first quarter. Other reductions or terminations, which may be significant, could occur. Any such reductions or
terminations could adversely affect the ability of our PowerLight business to meet customer demand for its solar power systems, and materially
adversely affect its results of operations and financial condition, which would likely materially adversely affect our results of operations and
financial condition.

We will use commercially reasonable efforts to replace any lost solar cells or panels with our own inventory to mitigate the impact on the
PowerLight business. However, such replacements may not be sufficient to fully address solar supply shortfalls experienced by our PowerLight
business, and in any event could negatively impact our revenue and earnings as it forgoes selling such inventory to third parties.
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The completion of the Merger could cause our customers to reduce or terminate their business relationship with us, which could adversely
affect our ability to distribute our products and materially adversely affect our results of operations and financial condition.

PowerLight directly competes, as a distributor of solar panels and systems, with many of our customers. For instance, both Conergy AG and
Solon AG, two of our largest customers, actively compete with our PowerLight business in the large-scale solar power plant market. The
completion of the Merger could cause these customers to be concerned that we will reduce our level of business with them and perform a
significant portion of our integration activities through our PowerLight business, thereby competing with certain of our customers. As a result,
customers might reduce or terminate their business relationships with us, making it more difficult for us to sell our products and expand our
business. Any such outcome could have a material adverse effect on our revenue and earnings.

We may be harmed by liabilities arising out of our acquisition of PowerLight and the indemnity they have agreed to provide may be
insufficient to compensate us for these damages.

PowerLight has made representations and warranties to us in the Merger Agreement, including those relating to the accuracy of its financial
statements, the absence of litigation and environmental matters and the consents needed to transfer permits, licenses and third-party contracts in
connection with our acquisition of PowerLight. To the extent that we are harmed by a breach of these representations and warranties,
PowerLight s stockholders have agreed to indemnify us for monetary damages from an escrowed proceeds account. In most cases we are
required to absorb approximately the first $2.4 million before we are entitled to indemnification. The escrowed proceeds account is limited to
$19.7 million in cash and 840,000 shares of our class A common stock, of which approximately one-half of the original escrow will be released
(less any pending claims) at the first anniversary of the closing date. Our rights to recover damages under several provisions of the Merger
Agreement will also expire on the first anniversary of the closing date. After the first anniversary of the closing date we will be entitled to
recover only limited types of losses, and our recovery will be limited to the amount available in the escrow fund at the time of a claim. The
amount available in the escrow fund will be progressively reduced to zero over the period from the first to the fifth anniversaries of the closing
date. We may incur liabilities from this acquisition which are not covered by the representations and warranties set forth in the agreement or
which are non-monetary in nature. Consequently, our acquisition of PowerLight may expose us to liabilities for which we are not entitled to
indemnification or our indemnification rights are insufficient.

PowerLight will need to obtain certain regulatory and third-party consents as a result of the Merger and, if it cannot obtain these consents,
PowerLight s and/or SunPower s business may be harmed.

PowerLight is currently attempting to obtain certain regulatory and third-party consents which are triggered upon a change of control. If
PowerLight is unable to do so, it may be forced to renegotiate these agreements or be exposed to regulatory sanctions. There can be no assurance
that PowerLight will be able to obtain any required regulatory approvals or renegotiate or to negotiate new agreements on favorable terms, or at
all.

We expect to continue to incur significant costs in connection with the Merger.

We expect our direct transaction costs of will total approximately $3.0 million in connection with the Merger, which costs will be capitalized as
purchase price. We believe that we will also incur charges to operations in the first quarter of 2007 to reflect the costs of integrating the two
companies, but cannot reasonably estimate those costs at this time. There can be no assurance that we will not incur additional material charges
in subsequent quarters to reflect additional costs associated with the Merger.

Table of Contents 12



Edgar Filing: SUNPOWER CORP - Form S-3ASR

Table of Conten

Charges to earnings resulting from the application of the purchase method of accounting to the Merger may adversely affect the market
value of our class A common stock.

In accordance with generally accepted accounting principles in the United States, or U.S. GAAP, we are accounting for the Merger using the
purchase method of accounting, which may require an increase in the value of intangible assets and inventory to their respective fair values.
Further, a portion of the purchase price paid in the Merger has been allocated to in-process research and development. These purchase
accounting adjustments may result in material recurring and nonrecurring charges to earnings that could have a material adverse effect on the
market value of our class A common stock. Under the purchase method of accounting, we will allocate the total purchase price to PowerLight s
net tangible assets and intangible assets based on their fair values as of the date of completion of the Merger and record the excess of the
purchase price over those fair values as goodwill. We will incur amortization expense over the useful lives of amortizable intangible assets
acquired in connection with the Merger. In addition, to the extent the value of goodwill and long lived assets becomes impaired, we may be
required to incur material charges relating to the impairment of those assets. Further, we may be impacted by nonrecurring charges related to
reduced gross profit margins from the requirement to adjust PowerLight s inventory to fair value. Finally, we will incur ongoing compensation
charges associated with assumed options, equity held by employees of PowerLight and subjected to equity restriction agreements, and restricted
stock granted to employees of our PowerLight business. We estimate that these charges will aggregate approximately $37 million in each of
2007 and 2008 and lesser amounts in the succeeding two years. Any of the foregoing charges could have a material impact on our results of
operations.

Risks Related to Our Business

The solar power industry is currently experiencing an industry-wide shortage of polysilicon. The prices that we pay for polysilicon have
increased recently and we expect prices to remain at or above current levels for the foreseeable future, which may constrain our revenue
growth and decrease our gross margins and profitability.

Polysilicon is an essential raw material in our production of photovoltaic, or solar, cells and also in the solar cells and modules used by our
PowerLight business to produce solar power systems. Polysilicon is created by refining quartz or sand. Polysilicon is melted and grown into
crystalline ingots by companies specializing in ingot growth. We procure silicon ingots from these suppliers on a contractual basis and then slice
these ingots into wafers. We also purchase wafers and polysilicon from third-party vendors. The ingots are sliced and the wafers are processed
into solar cells in our Philippines manufacturing facility.

There is currently an industry-wide shortage of polysilicon, which has resulted in significant price increases. We expect that the average price of
polysilicon will continue to increase. Increases in polysilicon prices have in the past increased our manufacturing costs and may impact our
manufacturing costs and net income in the future. As demand for solar cells has increased, many of our principal competitors have announced
plans to add additional manufacturing capacity. As this manufacturing capacity becomes operational, it will increase the demand for polysilicon
and further exacerbate the current shortage. Polysilicon is also used in the semiconductor industry generally and any increase in demand from
that sector will compound the shortage. The production of polysilicon is capital intensive and adding additional capacity requires significant lead
time. While we are aware that several new facilities for the manufacture of polysilicon are under construction, we do not believe that the supply
imbalance will be remedied in the near term. We expect that polysilicon demand will continue to outstrip supply throughout 2007 and potentially
for a longer period.

Although we have contracted with vendors for what we believe will be an adequate supply of silicon ingots through 2007, our estimates
regarding our supply needs may not be correct and our purchase orders and contracts may be cancelled by our suppliers. The volume and pricing
associated with these purchase orders and contracts may be changed by our suppliers based on market conditions. Our purchase orders are
generally non-binding in nature. If our suppliers were to cancel our purchase orders or change the volume or pricing associated with these
purchase orders and/or contracts, we may be unable to meet customer demand for our products, which could cause us to lose customers, market
share and revenue. This would have a material negative impact on our
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business and operating results. If our manufacturing yields decrease significantly, we add manufacturing capacity faster than currently planned
or our suppliers cancel or fail to deliver, we may not have made adequate provision for our polysilicon needs for the balance of the year. In
addition, we currently purchase polysilicon and make advances to suppliers to secure future polysilicon supply, which adversely affects our
liquidity. These advances may in the future take the form of equity issuances, which would result in additional dilution to our stockholders.

In addition, since some of our silicon ingot and wafer arrangements are with suppliers who do not themselves manufacture polysilicon but
instead purchase their requirements from other vendors, these suppliers may not be able to obtain sufficient polysilicon to satisfy their
contractual obligations to us.

There are a limited number of polysilicon suppliers. Many of our competitors also purchase polysilicon from our suppliers. Since we have only
been purchasing polysilicon in bulk for slightly more than one year, which is a shorter period than our competitors, these other competitors have
longer and perhaps stronger relationships with our suppliers than we do. Many of them also have greater buying power than we do. Some of our
competitors also have inter-locking board members with their polysilicon suppliers or have entered into joint ventures with their suppliers.
Additionally, a substantial amount of our future polysilicon requirements are expected to be sourced by new suppliers that have not yet proven
their ability to manufacture large volumes of polysilicon. In some cases we expect that new entrants will provide us with polysilicon and ingots.
The failure of these new entrants to produce adequate supplies of polysilicon and/or ingots in the quantities and quality we require could
adversely affect our ability to grow production volumes and revenues and could also result in a decline in our gross profit margin. Since we have
committed to significantly increase our manufacturing output, an inadequate supply of polysilicon would harm us more than it would harm many
of our competitors.

The inability to obtain sufficient polysilicon, ingots or wafers at commercially reasonable prices or at all would adversely affect our ability to
meet existing and future customer demand for our products and could cause us to make fewer shipments, lose customers and market share and
generate lower than anticipated revenue, thereby seriously harming our business, financial condition and results of operations.

A limited number of our customers are expected to continue to comprise a significant portion of our revenues and any decrease in revenue
Jfrom these customers could have an adverse effect on us.

Even though our customer base is expected to increase and our revenue streams to diversify as a result of the Merger, a large portion of our net
revenues will likely continue to depend on sales to a limited number of customers. During the first nine months of 2006, sales to our top ten
customers accounted for 61.0% of our revenues. Currently, our largest customers for our solar power products are Conergy AG, or Conergy, and
Solon AG, or Solon. Conergy accounted for approximately 24% of our revenue for the nine months ended September 30, 2006. Solon accounted
for approximately 27% of our revenue for the nine months ended September 30, 2006. The loss of sales to any of these customers would have a
significant negative impact on our business. Our agreements with these customers may be cancelled if we fail to meet certain product
specifications or materially breach the agreement or in the event of bankruptcy, and our customers may seek to renegotiate the terms of current
agreements or renewals. Most of the solar panels we sell to the European market are sold through our agreement with Conergy, and we may
enter into similar agreements in the future.

We currently sell to a relatively small number of customers, and we expect our operating results will likely continue to depend on sales to a
relatively small number of customers for the foreseeable future, as well as the ability of these customers to sell solar power products that
incorporate our solar cells. Our customer relationships have been developed over a short period of time and are generally in their preliminary
stages. We cannot be certain that these customers will generate significant revenue for us in the future or if these customer relationships will
continue to develop. If our relationships with our other customers do not continue to develop, we may not be able to expand our customer base
or maintain or increase our revenue. This is exacerbated by our current manufacturing constraints for solar cells which limit our ability to sell to
other customers and our contractual arrangements which require us to sell part of our future output to Conergy and Solon. In addition, our
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business is affected by competition in the market for the end products that each of Conergy and Solon sell, and any decline in their business
could harm our business and cause our revenue to decline.

Our operating results will be subject to fluctuations and are inherently unpredictable; if we fail to meet the expectations of securities analysts
or investors, our stock price may decline significantly.

Our quarterly revenue and operating results will be difficult to predict and SunPower s and PowerLight s results have in the past fluctuated from
quarter to quarter. It is possible that our operating results in some quarters will be below market expectations. Our quarterly operating results
will be affected by a number of factors, including:

the average selling price of SunPower s solar cells and panels and imaging detectors and our PowerLight business solar power systems;

the availability and pricing of raw materials, particularly polysilicon;

the availability, pricing and timeliness of delivery of raw materials and components, particularly solar panels and balance of systems
components, including steel, necessary for our PowerLight business solar power systems to function;

the rate and cost at which we are able to expand our manufacturing and product assembly capacity to meet customer demand,
including costs and timing of adding personnel;

the amount and timing of sales of our PowerLight business systems, especially medium and large-scale projects, which may
individually cause severe fluctuations in our revenue;

our ability to meet project completion schedules and the corresponding revenue impact under the percentage-of-completion method of
recognizing revenue for projects of our PowerLight business;

construction cost overruns, including those associated with the introduction of new products;

the impact of seasonal variations in demand and/or revenue recognition linked to construction cycles and weather conditions;

timing, availability and changes in government incentive programs;

unplanned additional expenses such as manufacturing failures, defects or downtime;

acquisition and investment related costs;

unpredictable volume and timing of customer orders, some of which are not fixed by contract but vary on a purchase order basis;
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the loss of one or more key customers or the significant reduction or postponement of orders from these customers;

geopolitical turmoil within any of the countries in which we operate or sell products;

foreign currency fluctuations, particularly in the Euro, Philippine peso or South Korean won;

the effect of currency hedging activities;

our ability to establish and expand customer relationships;

changes in our manufacturing costs;

changes in the relative sales mix of our solar cells, solar panels and imaging detectors;

the availability, pricing and timeliness of delivery of other products, such as inverters necessary for our solar power products to
function;

our ability to successfully develop, introduce and sell new or enhanced solar power products in a timely manner, and the amount and

timing of related research and development costs;
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the timing of new product or technology announcements or introductions by our competitors and other developments in the
competitive environment;

the willingness of competing solar cell and panel suppliers to continue product sales to our PowerLight business;

increases or decreases in electric rates due to changes in fossil fuel prices or other factors; and

shipping delays.
We will base our planned operating expenses in part on our expectations of future revenue, and a significant portion of our expenses will be
relatively fixed in the short term. If revenue for a particular quarter is lower than we expect, we likely will be unable to proportionately reduce
our operating expenses for that quarter, which would harm our operating results for that quarter. This may cause us to miss analysts guidance or
any future guidance announced by us. If we fail to meet or exceed analyst or investor expectations or our own future guidance, even by a small
amount, our stock price could decline, perhaps substantially.

We have four solar cell production lines which are located in our manufacturing facilities in the Philippines, and if we experience
interruptions in the operation of these production lines or are unable to add additional production lines, it would likely result in lower
revenue and earnings than anticipated.

We currently operate four solar cell manufacturing lines which are located at our manufacturing facilities in the Philippines. If our current or
future production lines were to experience any problems or downtime, including those caused by intermittent electricity supply at our
Philippines facilities, we would be unable to meet our production targets and our business would suffer. If any piece of equipment were to break
down or experience downtime, it could cause our production lines to go down. We have recently acquired a second solar cell manufacturing
facility nearby our existing facility in the Philippines. This expansion has required and will continue to require significant management attention,
a significant investment of capital and substantial engineering expenditures and is subject to significant risks including:

we may experience cost overruns, delays, equipment problems and other operating difficulties;

we may experience difficulties expanding our processes to larger production capacity;

our custom-built equipment may take longer and cost more to engineer than planned and may never operate as designed; and

we are incorporating first-time equipment designs and technology improvements, which we expect to lower unit capital and operating
costs, but this new technology may not be successful.
If we experience any of these or similar difficulties, we may be unable to complete the addition of new production lines on schedule in order to
expand our manufacturing facilities and our manufacturing capacity could be substantially constrained. If this were to occur, our per-unit
manufacturing costs would increase, we would be unable to increase sales as planned and our earnings would likely be materially impaired.

We have recently established a captive solar panel assembly factory, and, if this panel manufacturing factory is unable to produce high
quality solar panels at commercially reasonable costs, our revenue growth and gross margin could be adversely affected.

We have constructed a new 30 megawatt automated solar panel assembly factory in the Philippines. This factory commenced commercial
production during the fourth quarter of 2006. Much of the manufacturing equipment and technology in this factory is new and unproven in
volume production of solar panels. In the event that this factory is unable to ramp production with commercially reasonable yields and
competitive production costs, our anticipated revenue growth and gross margin will be adversely affected.
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If we do not achieve satisfactory yields or quality in manufacturing our solar cells, our sales could decrease and our relationships with our
customers and our reputation may be harmed.

The manufacture of solar cells is a highly complex process. Minor deviations in the manufacturing process can cause substantial decreases in
yield and in some cases, cause production to be suspended or yield no output. We have from time to time experienced lower than anticipated
manufacturing yields. This often occurs during the production of new products or the installation and start-up of new process technologies or
equipment. For example, we recently acquired a building to house our second solar cell manufacturing facility near our existing facility. As we
expand our manufacturing capacity and bring additional lines or facilities into production, we may experience lower yields initially as is typical
with any new equipment or process. We also expect to experience lower yields as we continue the initial migration of our manufacturing
processes to thinner wafers. If we do not achieve planned yields, our product costs could increase, and product availability would decrease
resulting in lower revenues than expected.

The reduction or elimination of government and economic incentives could cause our revenue to decline.

We believe that the near-term growth of the market for on-grid applications, where solar power is used to supplement a customer s electricity
purchased from the utility network or sold to a utility under tariff, depends in large part on the availability and size of government and economic
incentives. Because a majority of our sales are in the on-grid market, the reduction or elimination of government and economic incentives may
adversely affect the growth of this market or result in increased price competition, both of which could cause our revenue to decline.

Today, the cost of solar power exceeds retail electric rates in many locations. As a result, federal, state and local government bodies in many
countries, most notably Germany, Japan, Spain, Italy, Portugal, South Korea and the United States, have provided incentives in the form of
feed-in tariffs, rebates, tax credits and other incentives to end users, distributors, system integrators and manufacturers of solar power products to
promote the use of solar energy in on-grid applications and to reduce dependency on other forms of energy. These government economic
incentives could be reduced or eliminated altogether. For example, Germany has been a strong supporter of solar power products and systems
and political changes in Germany could result in significant reductions or eliminations of incentives, including the reduction of feed-in tariffs
more rapidly than required by current law. Some solar program incentives expire, decline over time, are limited in total funding or require
renewal of authority. Net metering and other operational policies in California, Japan or other markets could limit the amount of solar power
installed there. Reductions in, or eliminations or expirations of, governmental incentives could result in decreased demand for and lower revenue
from our products. Changes in the level or structure of a renewable portfolio standard could also result in decreased demand for and lower
revenue from our products.

Existing regulations and policies and changes to these regulations and policies may present technical, regulatory and economic barriers to
the purchase and use of solar power products, which may significantly reduce demand for our products.

The market for electricity generation products is heavily influenced by foreign, U.S. federal, state and local government regulations and policies
concerning the electric utility industry, as well as policies promulgated by electric utilities. These regulations and policies often relate to
electricity pricing and technical interconnection of customer-owned electricity generation. In the U.S. and in a number of other countries, these
regulations and policies are being modified and may continue to be modified. Customer purchases of, or further investment in the research and
development of, alternative energy sources, including solar power technology, could be deterred by these regulations and policies, which could
result in a significant reduction in the potential demand for our solar power products. For example, without a regulatory mandated exception for
solar power systems, utility customers are often charged interconnection or standby fees for putting distributed power generation on the electric
utility network. These fees could increase the cost to our customers of using our solar power products and make them less desirable, thereby
harming our business, prospects, results of operations and financial condition.
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We anticipate that our solar power products and their installation will be subject to oversight and regulation in accordance with national and
local ordinances relating to building codes, safety, environmental protection, utility interconnection and metering and related matters. It is
difficult to track the requirements of individual states and design equipment to comply with the varying standards. Any new government
regulations or utility policies pertaining to our solar power products may result in significant additional expenses to us and our resellers and their
customers and, as a result, could cause a significant reduction in demand for our solar power products.

Changes in tax laws or fiscal policies may decrease the return on investment for customers of our PowerLight business, and for certain
investors in its projects, which could decrease demand for its products and services and harm its business.

In the nine months ended September 30, 2006, 22% of PowerLight s revenues were derived from sales of solar power systems to companies
formed to develop and operate solar power generation facilities. Such companies have been formed by third party investors with some frequency
in the United States, Germany, Spain, South Korea and Portugal, as these investors seek to benefit from government mandated feed-in tariffs and
similar legislation. PowerLight s business depends in part on the continuing formation of such companies and the potential revenue source they
represent. In deciding whether to form and invest in such companies, potential investors weigh a variety of considerations, including their
projected return on investment. Such projections are based on current and proposed federal, state and local laws, particularly tax legislation.
Changes to these laws, including amendments to existing tax laws or the introduction of new tax laws, tax court rulings as well as changes in
administrative guidelines, ordinances and similar rules and regulations could result in different tax assessments and may adversely affect an
investor s projected return on investment, which could have a material adverse effect on PowerLight s business and results of operations.

Problems with product quality or product performance, including defects, in our solar cells could result in a decrease in customers and
revenue, unexpected expenses and loss of market share.

Our solar cells are complex and must meet stringent quality requirements. Products as complex as ours may contain undetected errors or defects,
especially when first introduced. For example, our solar cells and solar panels may contain defects that are not detected until after they are
shipped or are installed because we cannot test for all possible scenarios. These defects could cause us to incur significant re-engineering costs,
divert the attention of our engineering personnel from product development efforts and significantly affect our customer relations and business
reputation. If we deliver solar cells or solar panels with errors or defects, or if there is a perception that our solar cells or solar panels contain
errors or defects, our credibility and the market acceptance and sales of our solar power products could be harmed.

The possibility of future product failures could cause us to incur substantial expense to repair or replace defective products. Furthermore,
widespread product failures may damage our market reputation and reduce our market share and cause sales to decline. We have agreed to
indemnify our customers and our distributors in some circumstances against liability from defects in our solar cells. A successful
indemnification claim against us could require us to make significant damage payments, which would negatively affect our financial results.

If we are subject to warranty and product liability claims, such claims could adversely affect our business and results of operations.

Like other retailers, distributors and manufacturers of products that are used by consumers, we face an inherent risk of exposure to product
liability claims in the event that the use of the solar power products into which our solar cells and solar panels are incorporated results in injury.
Our PowerLight business may be subject to warranty and product liability claims in the event that its solar power systems fail to perform as
expected or if a failure of its solar power systems results, or is alleged to result, in bodily injury, property damage or other damages. Since our
solar power products are electricity producing devices, it is possible that our products could
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result in injury, whether by product malfunctions, defects, improper installation or other causes. In addition, since we only began selling our
solar cells and solar panels in late 2004 and the products we are developing incorporate new technologies and use new installation methods, we
cannot predict whether or not product liability claims will be brought against us in the future or the effect of any resulting negative publicity on
our business. Moreover, we may not have adequate resources in the event of a successful claim against us. We have evaluated the potential risks
we face and believe that we have appropriate levels of insurance for product liability claims. We rely on our general liability insurance to cover
product liability claims and have not obtained separate product liability insurance. However, a successful warranty or product liability claim
against us that is not covered by insurance or is in excess of our available insurance limits could require us to make significant payments of
damages. In addition, quality issues can have various other ramifications, including delays in the recognition of revenue, loss of revenue, loss of
future sales opportunities, increased costs associated with repairing or replacing products, and a negative impact on our goodwill and reputation,
which could also adversely affect our business and operating results. Our PowerLight business exposure to warranty and product liability claims
is expected to increase significantly in connection with its planned expansion into the new home development market.

Warranty and product liability claims may result from defects or quality issues in certain third party technology and components that our
PowerLight business incorporates into its solar power systems, particularly solar cells and panels, over which it has no control. While its
agreements with its suppliers generally include warranties, such provisions may not fully compensate us for any loss associated with third-party
claims caused by defects or quality issues in such products. In the event we seek recourse through warranties, we will also be dependent on the
creditworthiness and continued existence of the suppliers to our PowerLight business.

Our PowerLight business current standard warranty differs by geography and end-customer application and includes either a one-, two- or
five-year comprehensive parts and workmanship warranty, after which the customer may typically extend the period covered by its warranty for
an additional fee. Due to the warranty period, our PowerLight business bears the risk of extensive warranty claims long after it has completed a
project and recognized revenues. Future product failures could cause our PowerLight business to incur substantial expenses to repair or replace
defective products. While our PowerLight business generally passes through manufacturer warranties it receives from its suppliers to its
customers, it is responsible for repairing or replacing any defective parts during its warranty period, often including those covered by
manufacturers warranties. If the manufacturer disputes or otherwise fails to honor its warranty obligations, our PowerLight business may be
required to incur substantial costs before it is compensated, if at all, by the manufacturer. Furthermore, the PowerLight business warranties may
exceed the period of any warranties from the PowerLight business suppliers covering components included in its systems, such as inverters.

In February 2004, one of PowerLight s major panel suppliers at the time, AstroPower, Inc., filed for bankruptcy. PowerLight had installed
systems incorporating over 30,000 AstroPower panels, and approximately 27,000 of these panels incorporated into systems that are still under
warranty by it. The majority of these warranties expire by 2008, and all expire by 2010. While PowerLight has not experienced a significant
number of warranty or other claims related to installed AstroPower panels, it may in the future incur significant unreimbursable expenses in
connection with the repair or replacement of these panels, which could have a material adverse effect on our business and results of operations.
In addition, another major supplier of solar panels notified PowerLight of a product defect that may affect a substantial number of panels
installed by PowerLight during the period 2002 through September 2006. If the supplier does not perform its contractual obligations to
remediate the defective panels, we will be exposed to those costs it would incur under the warranty with its customers. See note 9 to
PowerLight s unaudited consolidated financial statements for the nine months ended September 30, 2006 and 2005 included in our Current
Report on Form 8-K/A as filed with the SEC on January 25, 2007, which is incorporated by reference herein, for further information regarding
this product defect and PowerLight potential warranty exposure.
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We have incurred operating losses since inception, and may not be able to generate sufficient revenue in the future to achieve or sustain
profitability.

For the nine months ended September 30, 2006, on a pro forma basis for the Merger, we would have had net losses of approximately $35.6
million. To achieve profitability, we will need to generate and sustain higher revenue while maintaining reasonable cost and expense levels. We
do not know if our revenue will grow, or if it will grow sufficiently to outpace our expenses, which we expect to increase as we expand our
manufacturing capacity. We may not be able to sustain or increase profitability on a quarterly or an annual basis. If we do not sustain
profitability or otherwise meet the expectations of securities analysts or investors, the market price of our common stock will likely decline.

We will continue to be dependent on a limited number of third-party suppliers for key components for its products, which could prevent us
Jrom delivering our products to our customers within required timeframes, which could result in installation delays, cancellations, liquidated
damages and loss of market share.

In addition to our reliance on a small number of suppliers for its solar cells and panels, our PowerLight business relies on third-party suppliers
for key components for its solar power systems, such as inverters that convert the direct current electricity generated by solar panels into
alternating current electricity usable by the customer. For the year ended December 31, 2005, one supplier, Xantrex Technology, Inc., accounted
for nearly all of PowerLight s inverter purchases for domestic projects and one supplier, Siemens Power Systems, Inc., accounted for most of the
inverter purchases for European projects. In addition, The Dow Chemical Company supplies all of the foam required to manufacture

PowerLight s PowerGuarl roof system.

If we fail to develop or maintain our relationships with these or our other suppliers, we may be unable to manufacture our products or our
products may be available only at a higher cost or after a long delay, which could prevent us from delivering our products to our customers
within required timeframes and we may experience order cancellation and loss of market share. To the extent the processes that our suppliers use
to manufacture components are proprietary, we may be unable to obtain comparable components from alternative suppliers. The failure of a
supplier to supply components in a timely manner, or to supply components that meet our quality, quantity and cost requirements, could impair
our ability to manufacture our products or decrease their costs. If we cannot obtain substitute materials on a timely basis or on acceptable terms,
we could be prevented from delivering our products to our customers within required timeframes, which could result in installation delays,
cancellations, liquidated damages and loss of market share, any of which could have a material adverse effect on our business and results of
operations.

Any firm commitment supply agreements with solar panel manufacturers could result in insufficient or excess inventory.

PowerLight recently attempted to address the solar cell and panel shortage by negotiating certain multi-year contractual commitments from
suppliers. Under such agreements, it is generally required to purchase a specified number of solar cells or panels at fixed prices. Our PowerLight
business failure to satisfy its purchase obligations may result in substantial liquidated or other damages that we will be required to pay these
suppliers. PowerLight did not obtain, and we do not intend to obtain, contracts or commitments from customers for products incorporating solar
panels prior to the negotiation of such firm commitment contracts. Instead, PowerLight relies on its long-term internal forecasts to determine the
timing of its production schedules and the volume and mix of its products to be manufactured, including the estimated number of solar panels
needed. The level and timing of orders placed by customers may vary for many reasons. As a result, at any particular time, we may have
insufficient or excess inventory, and incur liquidated or other damages with suppliers to our PowerLight business for failure to satisfy its
purchase obligations, any of which could have a material adverse effect on our business and results of operations. In addition, if we enter into
long-term solar panel purchase commitments, due to the rapid pace of technological advancements in the solar power industry, we increase our
risk of obsolescence of products that we have agreed to purchase over extended periods.

14

Table of Contents 22



Edgar Filing: SUNPOWER CORP - Form S-3ASR

Table of Conten

Acquisitions of other companies or investments in joint ventures with other companies could adversely affect our operating results, dilute
our stockholders equity, or cause us to incur additional debt or assume contingent liabilities.

To increase our business and maintain our competitive position, we may acquire other companies or engage in joint ventures in the future.
Acquisitions and joint ventures involve a number of risks that could harm our business and result in the acquired business or joint venture not
performing as expected, including:

insufficient experience with technologies and markets in which the acquired business is involved, which may be necessary to
successfully operate and integrate the business;

problems integrating the acquired operations, personnel, technologies or products with the existing business and products;

diversion of management time and attention from the core business to the acquired business or joint venture;

potential failure to retain key technical, management, sales and other personnel of the acquired business or joint venture;

difficulties in retaining relationships with suppliers and customers of the acquired business, particularly where such customers or
suppliers compete with us; and

subsequent impairment of the acquired assets, including intangible assets.
We may decide that it is in its best interests to enter into acquisitions or joint ventures that are dilutive to earnings per share or that negatively
impact margins as a whole. In addition, acquisitions or joint ventures could require investment of significant financial resources and require us to
obtain additional equity financing, which may dilute our stockholders equity, or require us to incur additional indebtedness.

To the extent that we invest in upstream suppliers or downstream channel capabilities, we may experience competition or channel conflict with
certain of our existing and potential suppliers and customers. Specifically, existing and potential suppliers and customers may perceive that we
are competing directly with them by virtue of such investments and may decide to reduce or eliminate their supply volume to us or order volume
from us. In particular, any supply reductions from our polysilicon, ingot or wafer suppliers could materially reduce manufacturing volume.

We have significant international activities and customers, and plan to continue these efforts, which subject us to additional business risks,
including logistical complexity, political instability and currency fluctuations.

For the nine months ended September 30, 2006, a substantial portion of our sales, on a pro forma basis for the Merger, were made to customers
outside of the United States. We currently have four solar cell production lines in operation, which are located at our manufacturing facility in
the Philippines. In addition, a majority of our assembly functions have historically been conducted by a third-party subcontractor in China.
PowerLight has historically had significant sales in Germany, Portugal and Spain. Risks we face in conducting business internationally include:

multiple, conflicting and changing laws and regulations, export and import restrictions, employment laws, regulatory requirements and
other government approvals, permits and licenses;

difficulties and costs in staffing and managing foreign operations such as our manufacturing facility in the Philippines, as well as
cultural differences;
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increased costs associated with maintaining international marketing efforts;

potentially adverse tax consequences;
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inadequate local infrastructure;
financial risks, such as longer sales and payment cycles and greater difficulty collecting accounts receivable; and

political and economic instability, including wars, acts of terrorism, political unrest, boycotts, curtailments of trade and other business
restrictions.
Specifically, we face risks associated with political and economic instability and civil unrest in the Philippines. In addition, in the Asia/Pacific
region generally, we face risks associated with a recurrence of SARS, tensions between countries in that region, such as political tensions
between China and Taiwan, the ongoing discussions with North Korea regarding its nuclear weapons program, potentially reduced protection for
intellectual property rights, government-fixed foreign exchange rates, relatively uncertain legal systems and developing telecommunications
infrastructures. In addition, some countries in this region, such as China, have adopted laws, regulations and policies which impose additional

restriction
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