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Ways to survive

PHOTOVOLTAICS

in the changing market

In 2009 - after four years of accelerated growth — the industry crashed,
causing solar companies to scramble to thrive in a changing market. The
only solution for many smaller installers may be business aggregation and
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consolidation.

(EE Solar), California, found his company in a

tough spot this year grappling with changesin

the market. On the good-news side, the number of
customers is on the rise and projects are getting big-
ger as the solar market matures into a larger, main-
stream industry. However, smaller solar installers like
EE Solar are having trouble meeting customer de-
mand because of the crash in mortgage financing
available for customers and the drop in panel prices.
For Korthof, the solution is merging with a larger,
more established solar installer, Acro Energy, Califor-
nia, which is also acquiring other smaller companies
that are struggling in this market. But Korthof makes
clear that the company was not faced with the threat
of bankruptcy. “What we realized was that Acro was

B ill Korthof, President of Energy Efficiency Solar

a good group to be working with and it was good
timing for our company’s expansion.”

Mergers to become more common
in a maturing market

Other smaller companies are expected to follow suit.
“Merger activity in the solar energy sector is a natural
next phase as the industry develops and seeks
economies of scale in the US,” explains Monique
Hanis, Spokesperson for the Solar Energy Industries
Association, Washington, D.C. Many of the challenges
smaller installers face are a natural progression in a
maturing industry, says Harry Fleming, CEO, Acro
Energy. “The top ten companies have 40 % of the so-
lar installer market,” adds Fleming. “Usually in a mar-
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ket the top players have 90 % of the market.” California
alone has 750 solar installation companies, says
Fleming. In the next few years, many will either merge
and consolidate or go out of business.

The biggest issue over the last 12 months is that
finance companies do not want to deal with smaller
installers who cannot keep up with growing demand
for solar, says Fleming. Because of the mortgage
recession in the US, very few mortgage companies are
offering full financial coverage for new installations.
“Only a few third party financing companies are
offering 100 % financing for solar, and they are only
working with the biggest companies,” adds Fleming.
Smaller installation companies cannot get financing
for customers, so customers are going to larger

Rolls has been producing premium batteries
specifically designed for the renewable
energy market since 1984, That's why those
who can't afford to go without power know
they can't afford to trust anyone else.
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installers who can. “Companies are contacting us to
ask if they will merge with us,” says Fleming. For Acro
Energy, and other larger installers, business is boom-
ing. “Sales in 2009 will exceed 2008, despite the
slumping economy,” says Fleming.

Smaller installers are also having trouble keeping
up with dropping module prices. The recession has
cut the price of solar panels in half, due to a drop in
the cost of raw materials. “The cost of panels, which
used to be over half the cost of an installation, has
dropped to US$ 2.50 per watt,” says Fleming, “in
2010 it will be about US$ 1.50 per watt. Prices are
dropping even without rebates.” Lower prices are
good for consumers, but bad for smaller installers be-
cause more solar systems must be installed to make
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Energy Efficiency Solar,
California, reports that the
number of customers is on
the rise and projects are
getting bigger, like this 46.11
kW privately owned ground
mounted installation with
Evergreen panels and an SMA
inverter in the city of Yorba

Linda. Photo: Acro Energy
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the same profit. Smaller companies cannot keep up
with the quantity and size of new solar installations,
states Dean Marks, President and CEO, Premier
Power, California. “Six years ago we were excited to
get a 50 KW system. Now we have consistent multi-
MW business,” adds Marks.

Smaller installers also struggle maintaining long-
term warranties, which last 25 years for the average
solar system. “There are a lot of challenges with main-
taining solar systems and warranties,” declares
Marks. “You could have leaking roofs where panels
are attached, weather damage to the panels, and
misalignment of panels at angles which optimize
sunlight, for example.” Larger companies have more
resources and standards for installation. That makes
it easier to install systems correctly and maintain
them after installation.

Larger companies also have the financial resourc-
es to train workers properly, which reduce the number
of poorly installed systems. “The smaller companies
have trouble finding trained employees,” observes
Fleming. Larger companies can also finance new
equipment, which is expensive and optimizes the in-
stallation, says Marks. “We have tools that can moni-
tor the sun’s energy at a certain location for the entire
year,” he explains. “This ensures maximum efficiency
of the installation. However, it is expensive equipment
and smaller companies can’t keep up.”

Solar aggregation: a solution?

Business aggregation allows smaller businesses to
focus on what they can do best and lets larger compa-
nies take over some aspects of the business. The
strengths of smaller companies often include main-
taining a close relationship with the consumer -
something that’s harder for larger businesses to
accomplish. Companies that provide good customer
service are likely to maintain their current customers
and attract new ones, which may give them enough of
an edge to withstand the recession, says Marks. “We
want to have a relationship with the customer and de-
sign a system that meets the unique needs of each

customer,” he declares. “Residential installations
should be aesthetically pleasing, while utility custom-
ers will be looking for maximum efficiency.”

Another example: in a move designed to take
advantage of what each company had to offer, Premier
Power acquired Arco Energy, Italy, which had already
installed 5 MW of PV throughout Italy before the merg-
er. “They were a small company and had some big
projects they could take on,” says Marks. “However,
they couldn’t get the appropriate financing as such a
small company,” he adds. Premier Power continued to
expand after its first acquisition in 2005 into Southern
California, and additional ones in New York and New
Jersey in 2006, and Spain and ltaly, says Marks.
Mergers often help larger companies expand into
regions they otherwise would not be able to cover. For
example, Acro Energy was interested in the acquisi-
tion with Energy Efficiency Solar because of its opti-
mal location in the Los Angeles Basin, the second
most populous part of the country and a potentially
huge solar market, reports Korthof.

Other solutions

In addition to business aggregation, solar installers
are looking at other ways to survive in the changing
market. For example, installers can attract new cus-
tomers and differentiate themselves from other com-
panies by increasing the performance of their solar
installations. Premier Power began placing micro-
inverters on each solar panel instead of having
only one inverter for the entire rooftop installation.
“This increases efficiency,” explains Marks. “Typical-
ly when you have one panel covered with shade or
snow, the entire roof system stops producing power.”
With a micro-inverter installed on each panel, Premier
Power ensures that other panels are operating at full
efficiency even when one panelis down.

Future outlook

To help address the challenges, the government is
promoting solar by making it more affordable. “The
investment tax credit of 30 % for solar was extended
for eight years,” reports Fleming. “There has been a
boost in solar industry investment because the gov-
ernment showed it would support solar over the long-
term.” Most states are also enacting rebate pro-
grammes for solar, says Fleming.

Because of strong government support and con-
sumer interest in using solar energy to combat global
warming, the US is going to be the center of growth
for solar in the world in the next decade, predicts
Fleming. “The green economy is on the cusp,” he
says. “We feel like itis 1995 and we are looking at the
Internet and its possibilities.” Navigant Consulting
predicts the solar market will rebound in 2011. For
those companies that are able to withstand the
changing solar economy, the future looks bright.
“There will be a lot of new innovative products that
will open the door for billions and billions of dollars
of new sales,” says Fleming. Reid Smith, Lisa Cohn
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