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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form 10-K

(Mark One)
ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the fiscal year ended December 31, 2014

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE

ACT OF 1934
For the transition period from to
Commission File Number: 001-35480
Enphase Energy, Inc.
(Exact name of registrant as specified in its chaer)
Delaware 20-4645388
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)
1420 N. McDowell Bivd
Petaluma, CA 94954
(Address of principal executive offices) (Zip Code)
(707) 774-7000
(Registrant’s telephone number, including area code
Securities registered pursuant to Section 12(b) dfie Act:
Title of each class: Name of each exchange on which registered
Common Stock, par value $0.00001 per share TheDMKB Stock Market LLC

Securities registered pursuant to Section 12(g) ¢fie Act: None

Indicate by check mark if the registrant is a vikelbwn seasoned issuer, as defined in Rule 405coBé#turities Act. Yedd No
Indicate by check mark if the registrant is notuieed to file reports pursuant to Section 13 ort®ecl5(d) of the Act. Yedd No
Indicate by check mark whether the registrant € filed all reports required to be filed by Sewti® or 15(d) of the Securities Exchange Act

of 1934 during the preceding 12 months (or for sstobrter period that the registrant was requirdilésuch reports), and (2) has been subjec
to such filing requirements for the past 90 dayass ¥ No [

Indicate by check mark whether the registrant ldsmstted electronically and posted on its corpo¥ab site, if any, every Interactive Data
File required to be submitted and posted pursuaRule 405 of Regulation S-T (§232.405 of this ¢bgpduring the preceding 12 months (or
for such shorter period that the registrant wasired to submit and post such files). YBd No O



Indicate by check mark if disclosure of delinquiilers pursuant to Item 405 of Regulation S-K is aontained herein, and will not be
contained, to the best of registrant’s knowledgeléfinitive proxy or information statements incorgted by reference in Part 1l of this
Form 10-K or any amendment to this Form 10ER.

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, maocelerated filer, or a smaller reporting

company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportirgpmpany” in
Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer O Accelerated filer
Non-accelerated filer 0 (Do not check if a smaller reporting company) Smaller reporting company [

Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the Bxgfe Act). Yedl No

The aggregate market value of the voting stock hgldon-affiliates of the registrant on June 30,£0based upon the closing price of $8.5
the registrant’'s common stock as reported on th& NAQ Global Market, was approximately $143.2 miilioExcludes approximately 26.1
million shares of the registrant’'s common stocldh®}t current executive officers, directors, anddeo$ of five percent or more of the
outstanding common stock in that such persons realekmed to be affiliates. This determination &fiate status is not necessarily a
conclusive determination for other purposes.

As of February 28, 2015 , there were 43,914,728eshaf the registrant’'s common stock outstanding.

DOCUMENTS INCORPORATED BY REFERENCE

Certain information called for by Part 11l of th#rm 10-K is incorporated by reference to the PrBtgtement for the registrant’s 2015 Annual
Meeting of Stockholders, which will be filed witha Securities and Exchange Commission not later 188 days after December 31, 2014 .
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PART |

This Annual Report on Form 10-K contains “forwambking statements” as defined under securities ldwsward-looking statements
include statements that are not historical factd aan be identified by terms such as “anticipatégglieves,” “could,” “seeks,” “estimates,”
“expects,” “i may,” “plans,” “potential,” “predicts, “projects,” “should,” “will,” “would” or  similar expressions and the negatives

” o ” o ” ow ” w ”

intends,
of those terms. These forward-looking statemergscantained principally in Item 1, Business; Itef Risk Factors; Item 7, Management’s
Discussion and Analysis of Financial Condition delsults of Operations; and other sections of tmeual Report on Form -K. Our actual
results or experience could differ significantlgrr the forward-looking statements. Factors thatid@ause or contribute to these differences
include those discussed in Item 1A, Risk Fact@syell as those discussed elsewhere in this AriRepbrt on Form 10-K.

Forward-looking statements are inherently uncertaimd you should not place undue reliance on thegersents, which speak only as of
the date that they were made. These cautionargragts should be considered in connection withnaitten or oral forward-looking
statements that we may issue in the future. Weotlondertake any obligation to release publicly aayisions to these forward-looking
statements after completion of the filing of thisyAal Report on Form 10-K to reflect later eventgiocumstances or to reflect the occurrence
of unanticipated events.

” o ”

In this report, unless otherwise indicated or thietext otherwise requires, “Enphase Energy,” “Ergghia‘the Company,” “we,” “us,

and “our” refer to Enphase Energy, Inc., a Delavamgoration, and its subsidiaries.
Item 1. Business
Our Company

We deliver microinverter technology for the soladustry that increases energy production, simglifiesign and installation, improves
system uptime and reliability, reduces fire saféti and provides a platform for intelligent energgnagement. Our semiconductor-based
microinverter system converts direct current (DIgx#icity to alternating current (AC) electricisi the individual solar module level, and
brings a system-based, high technology approashléw energy generation leveraging our design ¢iggesicross power electronics,
semiconductors, networking and embedded and webdbastware technologies. We are the market leiadée microinverter category and
have grown rapidly. Since our first commercial shgnt in mid-2008, we have sold over 7.2 million rinverters as of December 31, 2014,
which represents over 1.6 gigawatt (AC) of solard®vierating capacity. We were the first compangotmmercially ship microinverter
systems in volume. We currently offer microinvedgstems targeting the residential and commercéakats in the United States, Canada, the
United Kingdom, France, the Benelux region, certdhrer European markets, Australia and New Zealand.

We were incorporated as PVI Solutions, Inc. in N#a2006 in the State of Delaware and changed ouerniarBnphase Energy, Inc. in
July 2007.

Industry Background

Historically, traditional central inverters wereethnly inverter technology used for solar photaaigltor PV installations. In an
installation consisting of a traditional centralénter, the solar PV modules are connected insstitngs. In a large installation, there are
multiple series strings connected in parallel. Abgregated voltage from each of these stringseis fibd into a large central inverter. As
compared to microinverter systems, we believettiaalitional central inverters have a number of giesind performance challenges limiting
innovation and their ability to reduce the cossolar systems, including the following:

. Productivity limits. If solar modules are wired using a traditionaitcal inverter—group or “string” of modules are &drin
series—an entire string’s output is limited by theput of the lowest-performing module. Becaus#so$tring design, there is a
single point of failure risk with the traditionagwtral inverter approach.

. Reliability issues. Traditional central inverters are the single ntmshmon component of solar installations to fakulting in
system downtime and adversely impacting total gnetdput. As a result, central inverters typicalfrry warranties of only 5 to
10 years.

. Complex design and installation requirement$e central invertelpased solar PV installation requires greater etinrthe part ¢

the installer, both in terms of design and on-sib®r. Central inverter installations require sirotesign and calculations for safe
and reliable operation, as well as specializedpgant such as DC combiners, conduits and discosinecaddition, the use of
high-voltage DC requires specialized knowledge tagithing and safety precautions to install ceritraérter technology.
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. Lack of monitorin¢. The majority of solar installations with centinaverter technology offer limited monitoring capiigs. A
failure of the central inverter will often go uniegd for days or even weeks. If a module failssomot performing to specification,
the resulting loss of energy can go unnoticed foexended period of time.

. Safety issuesCentral inverter solar PV installations have dendlistribution of high-voltage (600 volts to 1,08lts) DC wiring.
If damaged, DC wires can generate sustained alataics, reaching temperatures of more than 5B0Uhis creates the risk of
fire for solar PV installation owners and injury fastallers and maintenance personnel.

These challenges of traditional central invertergeha direct impact on the cost and expected retuinvestment of solar installations
both installers and system owners:

. Installer. Solar PV installers aim for simple installatiomsifyn, fast installation times and maximum systemfigpgmance and
predictability. The installation of high-voltage Dxéntral inverter technology, however, requiresigicant preparation,
precautionary safety measures, time-consuminggstatculations, extensive design expertise andizlzsd installation
equipment, training and knowledge. Together, thiastrs significantly increase complexity and oofSinstallation and limit
overall productivity for the installer.

. System ownerSolar system owners aim for high energy productiow cost, high reliability and low maintenaneguirements,
as well as reduced fire risks. With traditional ttahinverters, owners often are unable to optintiwesize or shape of their solar
PV installations due to string design limitatioAs. such, they experience performance loss fromisgahd other obstructions,
can face frequent system failures and lack thetylbdl effectively monitor the performance of thewolar PV installation. In
addition, central inverter installations operatéigh-voltage DC which bears significant fire risksirther, due to their large size,
central inverter installations can affect architeal aesthetics of the house or commercial building

Our Products

We design, develop, manufacture and sell a micestav system for the solar PV industry. We havét finam the ground up a
semiconductor-based microinverter system that atsemergy at the individual solar module level,asaimbined with our proprietary
networking and software technologies, provides aded energy monitoring and control. This is vadifferent than the central inverter
approach that can only convert energy of the eatirgy of solar modules from a single high voltaggetrical unit, and lacks intelligence about
the energy producing capacity of the solar array.

Our microinverter solution brings a system-baségh kechnology approach to solar energy generdéioeraging our design expertise
across power electronics, semiconductors, netwgrkind embedded and web-based software technal@iesnicroinverter system consists
of three key components: our Enphase microinvellievpy communications gateway and Enlighten welethasftware:

. Our Enphase microinverter delivers efficient aelihble power conversion at the individual setaxdule level by introducing a
digital architecture that incorporates custom agpion specific integrated circuits, or ASICs, spbred power electronics
devices and an embedded software subsystem thatizgs energy production from each module and mesiétge core ASIC
functions. A residential solar installation typiyatonsists of 5 to 50 microinverters; a small coananal solar installation typicall
consists of 50 to 500 microinverters; and a mediudarger commercial solar installation typicallynsists of 500 to 10,000
microinverters, or more.

. Our Envoy communications gateway is installethim system owner’'s home or business and senasetsvorking hub that
collects data from the microinverter array and sethé information to our hosted data center. Onmizis typically sold with
each solar installation and can support up to [Eijjhase microinverters.

. Our Enlighten web-based software collects aralyaes this information to enable system owneradaitor and realize the
highest performance of their solar PV system. litaah, Enlighten also provides an online portaé@fically designed for
installers to enable them to track and managef éifieor Enphase enabled projects and monitor aadl/ae the performance of
their installed systems.

Together, our Enphase microinverter, Envoy commatiios gateway and Enlighten web-based softwaretiimas a single unified
system that enhances energy production, simpliféstgn and installation, reduces costs, increastem uptime and reliability, reduces fire
safety risk and provides the ability to monitorfpemance in real-time. With an Enphase microinuestestem, we believe solar system owners
can achieve a higher return on investment ovelifgtéme of the solar system than would be achiewsitig a traditional central inverter
approach.
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Key elements of our solution include:

Productive-Superior Energy Productio@ur microinverter system enables the maximum ptessibergy production from
each module, overcoming a fundamental design ltraiteof central inverters which are limited by tbe/est performing module.
We believe that our microinverter systems achigglér energy production and can generate supegiarms on investment relati
to central inverter solutions for system owners.

Reliable-Longer Life and No Single Point of FailuReduction of component count, primarily through ssmductor
integration in our microinverter, allows us to dgsa reliable system that can withstand harsh enmiental conditions. In additic
because we process low voltages and power lewaigamponents experience less stress and lastritimye traditional central
inverters. Furthermore, the distributed architexziirour microinverter system translates into greaystem uptime. If a
microinverter unit fails, it results in lost energgoduction from a single solar module only andthetentire array. In addition, we
offer a limited warranty of up to 25 years on oucminverters.

Simple-Ease of Design and Installatiddsing microinverter technology, an installer casige a system of any size and
any roof configuration with a simple modular apmioaAfter initial installation, the system can sy expanded by even a single
module. Our single inverter per module approactveds directly to AC and enables a simpler, all @€3ign, eliminating the extra
cost, training and complexity associated with tgpligh voltage DC implementation. Without thesenptexities, installation of
microinverter technology is greatly simplified, inoping installers’ productivity. This also enabkesew class of solar installer,
such as electricians and general contractors. lijrmalr microinverters are installed on the roofl dmidden from view, with minime
impact to the aesthetics of a home or building.

Smart-Module-Level Monitoring and Analyti€3ur microinverter system allows us to collect eggrgpduction
information in real time on a per solar module ba%his enables powerful system analytics and allBwphase to offer installers
visibility into how systems are performing and #i#lity to continuously optimize energy productianich is particularly importa
when operating commercial solar installations. Sagtvices include system performance and diagrspdtenchmarking, as well as
system and module alerts and fault statistics.

Safe-“All AC” Solution.Microinverters are safer because they process IBwaltages relative to central inverters. High
voltage arc faults associated with traditional carinverter are the leading cause of fires of sSBM installations. Microinverter
technology mitigates this safety risk.

Due to the benefits of our solution, we believaasatstallers achieve greater productivity and cetitipe differentiation over installers
traditional central inverter solar PV installatipasd the solar system owner achieves a highemretuinvestment with an Enphase
microinverter system over the life of the solartegs

Our Strategy

Our objective is to continue to be the leading e of microinverter systems for the solar indysworidwide and to accelerate the s
from traditional central inverters to microinvertechnology. Key elements of our strategy include:

Continue to Penetrate Our Core Markeéfge intend to capitalize on our market leadershifhénmicroinverter category and our
momentum with installers and owners to expand carkat share position in our core U.S. market.

Enter New Geographic MarkeWe intend to further increase our market shareuirofe and Asia Pacific region. In addition, we
intend to expand into new markets with new andtexggproducts and local go-to-market capabilities.

Expand Our Product Offering for Commercial Instéilbas, Utility-Scale Installations and MicrogridsVe intend to expand our
product offering by introducing new microinvertgstems targeted at larger commercial installatiatibty-scale installations ai
microgrids.

Increase Power and Efficiency and Reduce Cost t.'Our engineering team is focused on continuing ¢tosiase average
power conversion efficiency above 96.5% and AC ougower beyond 250 watts. We intend to continueverage our
semiconductor integration, power electronics exgernd manufacturing economies of scale to furtbduce cost per watt.

Extend Our Technological InnovaticWe distinguish ourselves from other inverter conigamwith our system- based and high-
tech approach, and the ability to leverage stresgarch and development capabilities. As of DeceBhe2014 , we had 50
issued U.S. patents, 26 issued foreign patentpeBfling U.S. patent
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applications and 159 pending foreign counterpasmnaapplications .

. Provide Enphase Energy Servi. We are building out an asset management and tipesand maintenance service organizatio
to support the increasing demand for serviceserrdisidential, commercial and utility scale PV eyss.

. Develop a Software Management PlatfoWe intend to build upon our strong position asléaling supplier of microinverter
systems to develop additional energy managemevitesrfor our growing network of solar installersndwide.

Customers and Sales

We currently offer microinverter systems targetihg residential and commercial markets in the Wn8&ates, Canada, the United
Kingdom, France, the Benelux region, certain offgopean markets, Australia and New Zealand. Webgemicroinverter systems primarily
to solar distributors who resell to installers amegrators, who in turn integrate our products iomplete solar PV installations for residential
and commercial system owners. We work with manthefleading solar distributors. In 2014, Vivint &glinc. and CED Greentech accounted
for 24% and 16% of total net revenues, respectivalpaddition to our distributors, we sell directtylarge installers, OEMs and strategic
partners. Our OEM customers include solar moduleufzacturers who bundle our products and solutioitis their solar module products and
resell to both distributors and installers. Stradgmrtners include a variety of companies andngeaents, including industrial equipment
suppliers and providers of solar financing soluioWe also sell the Enphase-branded product dirextlectrical contractor distributors in
North America Historically, revenues generated from the U.S. rehlave represented more than 80% of our totahreag with the remaind
from Canada, Europe and Asia Pacific region.

Manufacturing, Quality Control and Key Suppliers

We outsource the manufacturing of our productsvmkey manufacturing partners, Flextronics Inteoredl Ltd. and Phoenix Contact
GmbH & Co. KG. Flextronics assembles and testswiaroinverter pursuant to a manufacturing servag®ement. Prices for such service:
mutually agreed to by the parties on a quarteriidand we are obligated to purchase manufacturetlpts and raw materials that cannot be
resold upon the termination of the agreement. Fdexts’ assembly and test plants for our produrtd@cated in Fuyong, China. Flextronics
also provides receiving, kitting, storage, transgtoon, inventory visibility and other value-addedistics services at locations managed by
Flextronics pursuant to a logistics services ageranPhoenix manufactures our custom AC cable jpotsio a cooperation agreement.
Phoenix’s facilities are located in Poland and @hin addition, we rely on several unaffiliated gmmies to supply certain components used i
the fabrication of our microinverter system.

Customer Service

We maintain high levels of customer engagementutitamur customer support group and the Enlightem-based software portal, and
have cultivated an organizational focus on custasaésfaction. Our dedicated customer support gfoapses on responding to inbound
inquiries regarding any of our products and sesiiées of December 31, 2014 , our customer suppafftnsisted of 67 employees in the
United States, 11 employees in Europe and 3 emesoyeAustralia.

In addition, customized support programs are bdageloped for selected OEM partners, large direstailers and distributors to help
prioritize and track support issues for key pawreerd to provide a single point of contact.

Research and Development

We devote substantial resources to research aredagenent with the objective of developing new pradwand systems, adding new
features to existing products and systems and meglumit costs of our Enphase microinverter systéun. development strategy is to identify
features, products and systems for both softwadehandware that reduce the cost and optimize tleetéfeness of our microinverter solutions
for our customers. We measure the effectivenessiofesearch and development against metrics,dimguproduct unit cost, efficiency,
reliability, power output and ease-of-use. As otBmber 31, 2014 , our research and developmemtsiadisted of 207 employees, of whom
184 were located in the United States and the meaheaiprimarily located in New Zealand.

Our research and development expenses were $4lighmi$34.5 million and $35.6 million for the yesaended December 31, 2014 ,
2013 and 2012, respectively.
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Intellectual Property

Our success depends, in part, on our ability tontaa and protect our proprietary technologies.réle primarily on patent, trademark,
copyright and trade secrets laws in the UnitedeStand similar laws in other countries, confiddityimagreements and procedures and other
contractual arrangements to protect our technoldgyof December 31, 2014 , we had 50 issued Utenpg 26 issued foreign patents, 89
pending U.S. patent applications and 159 pendingjda counterpart patent applications . Our isquegdnts are scheduled to expire between
years 2027 and 203

We license certain power line communications tetdmoand software for integration into our ASICgguant to a fully-paid, royalty-
free license, which includes the right for us tarse directly from the licensor’s suppliers or miauiure certain ASIC hardware should the
licensor fail, under certain conditions, to deligeich technology in the future. This license inelaid limited exclusivity period during which
the licensor has agreed not to license the licetesgthology to any third party manufacturer of glagic components or systems for use in the
solar energy market. The license carries a seviargyear term, subject to earlier termination upoatual agreement of the parties, or by us it
connection with the insolvency of the licensor.

We also license digital intellectual property comsIP blocks, for integration into and distrilartiwith certain electronic components
built into our products, including our ASICs, complprogrammable logic devices, or CPLDs, and figlodgrammable gate arrays, or FPGAs.
This is a fully-paid, non-exclusive, non-transfétes royalty-free license providing for the intetypa of such digital IP blocks in an unlimited
number of electronic component designs and thellision of such electronic components with ourdarcts. Other than in connection with -
distribution of our products, our use of such @ifiP blocks is limited to certain of our businsgies. The license is perpetual, subject to earlie
termination by either party upon the terminatiarsmension or insolvency of the other party’s bussner by the licensor upon a breach of the
license agreement by us. In addition, we licensna@ource software from third parties for integnainto our Envoy products. Such open
source software is licensed under open sourcedgemhese licenses are perpetual and requireatsitaute the source of the software to the
original software developer, which we provide via website.

We continually assess appropriate occasions fdirsg@atent protection for those aspects of ountetogy, designs and methodologies
and processes that we believe provide significantpetitive advantages. A majority of our patentatesto DC to AC power conversion for
alternative energy power systems, as well as pesy&em monitoring, control and management systems.

With respect to, among other things, proprietargvikihow that is not patentable and processes fochvbatents are difficult to enforce,
we rely on trade secret protection and confideityiagreements to safeguard our interests. We\metigat many elements of our microinverter
manufacturing process involve proprietary know-hteehnology or data that are not covered by pa@mpstent applications, including
technical processes, test equipment designs, #igwiand procedures.

All of our research and development personnel legtered into confidentiality and proprietary infation agreements with us. These
agreements address intellectual property protedsgues and require our employees to assign tb abthe inventions, designs and
technologies they develop during the course of egmpént with us.

We also require our customers and business patimerger into confidentiality agreements beforedigelose any sensitive aspects of
our microinverter, technology or business plans.
Seasonality

Historically, sales of our products in the secahdd and fourth quarters have been positivelycéfd by seasonal customer demand
trends, including solar economic incentives, weagiagterns and construction cycles, followed bgassnally softer first quarter . Although

these seasonal factors are common in the solarséittorical patterns should not be consideregliable indicator of our future sales activity
or performance.

Competition

The markets for our products are highly competjtared we compete both with walktablished traditional central inverter manufaats
and new technology start-ups. The principal areashich we compete with other companies include:

. Product performance and featu

. Total cost of ownership (usually measured by leeslicost of electricity, or LCOE
. Breadth of product lin:

. Local sales and distribution capabiliti

. Module compatibility and interoperabili
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. Reliability and duration of product warrar

. Technological expertis

. Brand recognition and customer service and sug

. Compliance with industry standards and certifiaaiand local electrical coc
. Size and financial stability of operatio

. Size of installed base; a

. Local manufacturing and product cont

Currently, competitors in the inverter market rafrgen large, international companies such as SMRISbechnology AG, Fronius
International GmbH and ABB to emerging companiderafg alternative microinverter or other solarottenics products such as DC-to-DC
optimizers. We principally compete with the largesumbent solar inverter companies because traditicentral inverter solutions can be usec
as alternatives to our microinverter solution. Védidve, however, that our microinverter solutioffeosignificant advantages and competitive
differentiation relative to traditional central string inverter technology, even when traditiorathtral or string inverter technology is
supplemented by DC-to-DC optimizers. SMA Solar Testbgy AG and ABB have introduced microinverterguots. In addition, several new
entrants to the microinverter market have recesmiyounced plans to ship or have already shippettupts, including some of our OEM
customers and partners.

Employees

As of December 31, 2014 , we had 539 employeeth®full-time employees, 207 were engaged in reseand development, 203 in
sales and marketing, 61 in a general and admitiistreapacity and 68 in manufacturing and operati@f these employees, 469 were in the
United States, 35 in Europe, 21 in New Zealandnl®ustralia and two employees in Canada.

None of our U.S., New Zealand, U.K. and Austratigpboyees are represented by a labor union witheggp his or her employment
with us; however, our employees in France and kiadyrepresented by a collective bargaining agraerdée have not experienced any
employment-related work stoppages, and we considgierelations with our employees to be good.

Available Information

We file electronically with the U.S. Securities aBxichange Commission, or SEC, our annual reportSasm 10K, quarterly reports ¢
Form 10-Q, current reports on Fornk8and amendments to those reports filed or fustdspursuant to Section 13(a) or 15(d) of the Saee
Exchange Act of 1934, as amended, or the ExchamgeVWe make available on our websitenatw.enphase.corfunder “Investord=inancia
Information-SEC Filings”)free of charge, copies of these reports as soseaa®nably practicable after filing these reporith yor furnishing
them to, the SEC.
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Item 1A. Risk Factors

We have identified the following risks and uncaettiais that may have a material adverse effect arbasiness, financial condition or
results of operations. The risks described belogvraot the only ones we face. Additional risks mesently known to us or that we currently
believe are not material may also significantly aimpur business operations. Our business coultidoened by any of these risks. The trading
price of our common stock could decline due toa@these risks, and you may lose all or part ofryinuestment. In assessing these risks,
should also refer to the other information contaire this Annual Report on Form 10-K, including mansolidated financial statements and
related notes.

We have a history of losses which may continuehe future, and we cannot be certain that we willlaeve or sustain profitability.

We have incurred significant losses since we belgamg business. We incurred net losses of $8.Ianill$25.9 million and $38.2
million for 2014 , 2013 and 2012 , respectively.ADecember 31, 2014 , we had an accumulateditefi$161.0 million . We have incurred
substantial operating losses since our inceptiod vée may continue to incur additional losses anftiture. Our revenue growth may slow or
revenue may decline for a number of possible regsoany of which are outside our control, includindecline in demand for our offerings,
increased competition, a decrease in the growtheo§olar industry or our market share, or ounfaito continue to capitalize on growth
opportunities. If we fail to generate sufficienveaue to support our operations, we may not betaldehieve or sustain profitability.

Our relatively short operating history makes it fifult to evaluate our current business and futuprospects.

While we have been in existence since 2006 andrbglgi@ping our products in commercial quantitieslumid-2008, much of our
growth has occurred in recent periods. Our reltishort operating history makes it difficult toawuate our current business and future
prospects. We have encountered and will contingmbmunter risks and difficulties frequently expaded by growing companies in rapidly
changing industries, including increased expenseageacontinue to grow our business. If we do natage these risks and overcome these
difficulties successfully, our business will suffer

Since we began commercial shipments of our prodoatsrevenue, gross profit and results of openatitave varied and are likely to
continue to vary from quarter to quarter due taimber of factors, many of which are not within eontrol. It is difficult for us to accurately
forecast our future revenue and gross profit and pkpenses accordingly and, therefore, it isdliffifor us to predict our future results of
operations.

If demand for solar energy solutions does not conte to grow or grows at a slower rate than we aigate, our business will suffe|

Our microinverter systems are utilized in solartpkoltaic, or PV, installations, which provide oresdistributed power generation. As a
result, our future success depends on continuecui@rior solar energy solutions and the abilitya&sequipment vendors to meet this
demand. The solar industry is an evolving indutiiat has experienced substantial changes in rgeans, and we cannot be certain that
consumers and businesses will adopt solar PV sgsisnan alternative energy source at levels seiffidd continue to grow our business.
Traditional electricity distribution is based oretfegulated industry model whereby businesses amsleners obtain their electricity from a
government regulated utility. For alternative methof distributed power to succeed, businessesamslimers must adopt new purchasing
practices. The viability and continued growth im@ad for solar energy solutions, and in turn, codpcts, may be impacted by many factors
outside of our control, including:

. market acceptance of solar PV systems based oproduct platfornm

. cost competitiveness, reliability and performant solar PV systems compared to conventionahandsolar renewable energy
sources and products;

. availability and amount of government subsidiad incentives to support the development and glepgat of solar energy
solutions;

. the extent to which the electric power industng broader energy industries are deregulatedrinipleroader adoption of solar
electricity generation;

. the cost and availability of key raw materials aochponents used in the production of solar PV sys

. prices of traditional utilityprovided energy sourct
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. levels of investment by engsers of solar energy products, which tend to dserevhen economic growth slows;

. the emergence, continuance or success of, @ased government support for, other alternatieegyngeneration technologies
and products.

If demand for solar energy solutions fails to depetufficiently, demand for our customers' prodastsvell as demand for our products
will decrease, which would have an adverse impadaiwr ability to increase our revenue and growhniginess.

Short-term demand and supply imbalances, espedalolar module technology, have recently caysézks for solar technology
solutions to decline rapidly. Furthermore, compatitin the solar industry has increased due teethergence of Asian manufacturers along th
entire solar value chain causing further price idesl, excess inventory and oversupply. These mdikriptions may continue to occur and
may increase pressure to reduce prices, which @auludrsely affect our business and financial result

The reduction, elimination or expiration of governemt subsidies and economic incentives for on-gradas electricity applications could
reduce demand for solar PV systems and harm ouribess.

The market for orgrid applications, where solar power is used tgirpent a customer's electricity purchased fromuthigy network ot
sold to a utility under tariff, depends in largetpan the availability and size of government andremic incentives that vary by geographic
market. Because our customers' sales are typicadiythe on-grid market, the reduction, eliminatmmexpiration of government subsidies and
economic incentives for on-grid solar electricitpymegatively affect the competitiveness of solectecity relative to conventional and non-
solar renewable sources of electricity, and coualdrhor halt the growth of the solar electricityuistty and our business.

In general, the cost of solar power currently egseetail electricity rates, and we believe thisdency will continue in the near term. As
a result, national, state and local governmentdsonhi many countries, most notably Australia, Can&tance, Belgium, Germany, Italy, Jaf
the People's Republic of China, the United Kingd&main and the United States, have provided ineesiin the form of feed-in tariffs, or
FiTs, rebates, tax credits and other incentivesystem owners, distributors, system integratorsraadufacturers of solar PV systems to
promote the use of solar electricity in on-grid laggiions and to reduce dependency on other fofmresergy. Many of these government
incentives expire, phase out over time, termingtenithe exhaustion of the allocated funding, rexjuénewal by the applicable authority or are
being changed by governments due to changing mairkeimstances or changes to national, state at &tergy policy.

Electric utility companies or generators of elagtyi from other non-solar renewable sources oftelgty may successfully lobby for
changes in the relevant legislation in their magkbat are harmful to the solar industry. Redudtion or eliminations or expirations of,
governmental incentives in regions that we focussales efforts could result in decreased demandrfd lower revenue from solar PV
systems there, which would adversely affect sal@sioproducts. In addition, our ability to sucdedly penetrate new geographic markets may
depend on new countries adopting and maintainiogritives to promote solar electricity, to the ekgrch incentives are not currently in pl
Additionally, electric utility companies may estshl pricing structures or interconnection requirataghat could adversely affect our sales an
be harmful to the solar and distributed rooftosgleneration industry.

Our focus on a limited number of specific marketscreases risks associated with the elimination apiation of governmental subsidies
and economic incentives for on-grid solar electtigiapplications.

To date, we have generated the majority of ourrmege from North America and expect to continuedioggate a substantial amount of
our revenues from North America in the future. Ehare a number of important incentives that areetgal to phase-out or terminate in the
future, which could adversely affect sales of awrdpicts. A substantial majority of our revenues edrom the United States, which has both
federal and state incentives. The Renewable Erargylob Creation Act of 2008 provides a 30% fedasatredit for residential and
commercial solar installations, which expires orc@aber 31, 2016. The American Recovery and ReimarstAct of 2009, as amended,
created a renewable energy grant program thateaffesish payments in lieu of investment tax craditenewable energy project developer:
eligible property placed in service prior to Dece&mB1, 2011 or placed in service by the specifredit termination date if construction began
prior to December 31, 2011. We believe the taxitewl grant programs have had a positive effeaiwrsales since inception. However,
unless the tax credit program is further extentles eventual phase-out of this program could aéleedfect sales of our products in the
future.
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We derive a significant portion of our revenuesifr@alifornia, which is the largest single solar kediin the United States. In 2007, the
State of California launched its 10-year, $3 billitso Solar California” campaign, which encouragesinstallation of an aggregate of 3,000
MW of solar energy systems in homes and busindgs#®e end of 2016. The largest part of the campdfge “California Solar Initiative,”
provides rebates and performance-based incentikiehwlecrease in intervals as installation thredhare met. The “Go Solar California”
program is scheduled to expire on December 31, ,2it&he pace of installations has been high hagtogram is likely to conclude sooner.
Both Pacific Gas and Electric and San Diego GaskEectric have surpassed all installation threshatdthe residential sector and are no lo
accepting applications. Pacific Gas and Electriglaging all new applications for the commercialtee on a waiting list, and these applications
may not be able to receive incentives. Programstfoer utilities and market segments continue butdconclude prior to December 31, 2016
if installations continue at their current pace.

We also sell our products in Ontario, Canada. Th&afib Power Authority Green Energy and Green Eaondct of 2009 created two
separate FiT programs for projects greater tham18kd for projects less than 10kW. These FiT pnograrovide participants with a fixed
price for electricity produced over a 20-year caotiterm. Both programs were temporarily susperideflrther review. The program for
projects less than 10kW was re-opened to new agiits in July 2012 with a procurement target oMBl. The program for projects between
10kW and 500kW was repened for new applications between December 112 26d January 18, 2013 with a procurement tarfig2d@ MW.
The Government of Ontario has announced plansifioua procurement targets of 50MW of projects uriddeW and 150MW of projects
between 10kW and 500kW through 2017. However,rakkgrement occurs at the direction of the Goverrtroé®ntario, and these plans could
change or market conditions could result in progwast targets not being met. Furthermore, the Gowem of Ontario has the authority to
change the FiTs for future contracts at its disoreand has the authority to modify, suspend, scahtinue the program at any time.
Suspension of the FiT program in Ontario direatiypacted and could continue to impact our busirfasthermore, any future suspension or
modification of the program could negatively affear business, financial condition and resultspdrations.

We also sell our products in Europe. A number afpean countries, including Germany, Belgium aredUWhited Kingdom, have
adopted reductions to their FiTs, Spain announcagspension of its FiT for new renewable energyegte in January 2012 and Italy
concluded its FiT program in July 2013. Certainrdoes, notably Greece and Spain, have proposedanted taxes levied on renewable
energy. These and related developments have signify impacted the solar industry in Europe ang adversely affect the future demand
the solar energy solutions in Europe. The redustinrEuropean tariffs and subsidies and other rements or incentives, including local
content requirements or incentives, have negatiaigcted and may continue to negatively affectlmsiness, financial condition and results
of operations as we seek to increase our salesriopE.

In the first quarter of 2013, we began selling products in Australia. In 2012, Australia enactethional price on carbon emissions
intended to increase the cost of traditional ensmyrces, thereby making renewable energy souroes attractive. Beginning in 2012, several
states in Australia began to gradually reduce tRifis. Australia recently elected a new nationalegament. The new leadership has pledg:
revise national energy policy, including potentiattducing Australia's renewable energy targetrangsing certain renewable energy financ
mechanisms. In July 2014, the new leadership sefidgsrepealed the tax on carbon emissions. THaatons in incentives and uncertainty
around future energy policy may negatively affaat business financial condition, and results ofrapens as we seek to increase our busines
in Australia. Additionally, as we further expanddiher countries, changes in incentive prograneemtricity policies could negatively affect
returns on our investments in those countries disas@ur business, financial condition, and ressaftoperations.

Our gross profit may fluctuate over time, which clduimpair our ability to achieve or maintain profability.

Our gross profit has varied in the past and idyike continue to vary significantly from period period. Our gross profit may be
adversely affected by numerous factors, some ofhvare beyond our control, including:

. changes in customer, geographic or product

. increased price competition, including the impdatustomer discounts and reba

. ability to reduce and control product co

. warranty costs and reserves, including changmdting from changes in estimates related todhg-term performance of our

products, product replacement costs and warraatgnalates;

. loss of cost savings due to changes in comparrerastw material pricing or charges incurred duat@ntory holding periods if
product demand is not correctly anticipated;
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. introduction of new product

. ordering patterns from our distributc

. price reductions on older products to sell remajnitventory

. our ability to reduce production costs, suclhasugh technology innovations, in order to offgdte declines in older products
over time;

. changes in shipment volun

. changes in distribution chann

. excess and obsolete inventory and inventory holdirayges

. expediting costs incurred to meet customer deliveguirements; at

. fluctuations in foreign currency exchange re

Fluctuations in gross profit may adversely affaat ability to manage our business or achieve ontaai profitability.

The inverter industry is highly competitive and vegpect to face increased competition as hew andtaxy competitors introduce
microinverter products, which could negatively imgtaour results of operations and market share.

To date, we have competed primarily against ceptratring inverter manufacturers. Marketing aniirsgour microinverter systems
against traditional inverter solutions is highlyngoetitive. Currently, competitors in the inverteanket range from large companies such as
SMA Solar Technology AG, Fronius International Gmahktl ABB to emerging companies offering alternatiieroinverter or other solar
electronics products, including DC to DC optimipeoducts. Several of our existing and potential getitors are significantly larger, have
greater financial, marketing, distribution, custersgpport and other resources, are more establiblaedve are, and have significantly better
brand recognition, especially in certain marketsn& of our competitors have more resources to dpwal acquire, and more experience in
developing or acquiring, new products and techriebbgnd in creating market awareness for theseupts@dnd technologies. Further, certain
competitors may be able to develop new productemuaickly than we can and may be able to develodymts that are more reliable or that
provide more functionality than ours. In additisome of our competitors have the financial resauto®ffer competitive products at
aggressive or below-market pricing levels, whichldaause us to lose sales or market share orreegsito lower prices for our microinverter
systems in order to compete effectively. Supplarsolar products, particularly solar modules, haxperienced eroding prices over the last
several years and as a result many have faced maogipression and declining revenues. If we havedace our prices by more than we
anticipated, or if we are unable to offset any fatreductions in our average selling prices bydasing our sales volume, reducing our costs
and expenses or introducing new products, our g&eand gross profit would suffer.

Competition has intensified and we expect it totcmre to intensify as new and existing competitmter the microinverter market and
additional add-on components like DC to DC optimszat can be used with central or string invertemtinue to gain more traction. SMA
Solar Technology AG and ABB market and sell micveirter products. We believe that a number of congzsamave developed or are
developing microinverters and other products thlittoempete directly with our microinverter systenhs addition, several new entrants to the
microinverter market have recently announced plarship or have already shipped products.

We also may face competition from some of our austs or potential customers who evaluate our clipebiagainst the merits of
manufacturing products internally. For instancenfBawer Corporation recently acquired SolarBridgehihelogies, Inc., a microinverter
manufacturer selling in small volumes. Other safadule manufacturers could also develop or acquimnepeting inverter technology or
attempt to develop components that directly perfBx@to AC conversion in the module itself. Duehe fact that such customers may not
to make a profit directly from the manufactureloése products, they may have the ability to marufacompetitive products at a lower cost
than we would charge such customers. As a rekekgtcustomers or potential customers may purdaase of our microinverter systems or
sell products that compete with our microinvergrstems, which would negatively impact our reveae gross profit.

The threat of continuing global economic, capitalarkets and credit disruptions, including sovereigiebt issues, pose risks for our
business.

The threat of continuing global economic, capitarkets and credit disruptions, including the soigrelebt issues in Europe, pose risks
for our business. These risks include slower ecaénawtivity and investment in projects that make agour products and services. These
economic developments, particularly decreased cagdilability, have reduced demand for
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solar products. The European sovereign debt drasscaused and may continue to cause Europeamgoenets to reduce, eliminate or allow to
expire government subsidies and economic incenforesolar energy, which could limit our growth@ause our net sales to decline and
materially and adversely affect our business, famgrcondition, and results of operations. Thesadit®ns, including reduced incentives,
continued decreases in credit availability, as wsltontinued economic instability, have and maytinae to adversely impact our business,
financial condition and results of operations asseek to increase our sales in Europe.

Our microinverter systems may not achieve broaderket acceptance, which would prevent us from inasing our revenue and market
share.

If we fail to achieve broader market acceptanceusfproducts, there would be an adverse impacuomloility to increase our revenue,
gain market share and achieve and sustain prdfiyal@ur ability to achieve broader market accegtfor our products will be impacted by a
number of factors, including:

. our ability to timely introduce and complete nevsidas and timely qualify and certify our produ

. whether installers, system owners and solanfiimay providers will continue to adopt our microgmier systems, which is a
relatively new technology with a limited historytivirespect to reliability and performance;

. whether installers, system owners and solanfiimay providers will be willing to purchase micreerter systems from us given
our limited operating history;

. the ability of prospective system owners to obtang-term financing for solar PV installationaded on our product platform on
acceptable terms or at all;

. our ability to produce microinverter systemst tt@mpete favorably against other solutions orbthes of price, quality, reliability
and performance;

. our ability to develop products that comply witical standards and regulatory requirements, dsas@otential in-country
manufacturing requirements; and

. our ability to develop and maintain successfultieteships with our customers and suppli

In addition, our ability to achieve increased madtsare will depend on our ability to increase sadeestablished solar installers, who
have traditionally sold central or string invertefeese installers often have made substantiaktments in design, installation resources and
training in traditional central or string inver®ystems, which may create challenges for us teeaeltheir adoption of our microinverter
systems.

Problems with product quality or product performaaanay cause us to continue to incur additional wanty expenses and may damage ¢
market reputation and cause our revenue and grossfip to decline.

We have offered 15-year limited warranties for fitgt and second generation microinverters andr@fiémited warranty of up to 25
years on our third and fourth generation microites. Our limited warranties cover defects in materand workmanship of o
microinverters under normal use and service camabtfor up to 25 years following installation. Asesult, we bear the risk of warranty claims
long after we have sold the product and recognigednue. Our estimated costs of warranty for prestiosold products may change to the
extent future products are not compatible withieageneration products under warranty.

While we offer warranties of up to 25 years, oucminverters have only been in use since mid-200&n we first commenced
commercial sales of our products. Although we cahdgcelerated life cycle testing to measure peréorce and reliability, our microinverter
systems have not been tested over the full warrayrdle and do not have a sufficient operating Injsto confirm how they will perform over
their estimated useful life. In addition, underl+@arld operating conditions, which may vary by &ion and design, as well as insolation,
soiling and weather conditions, a typical solariRstallation may perform in a different way tharden standard test conditions. If our prodt
perform below expectations or have unexpectedhiéitiaproblems, we may be unable to gain or retaistomers and could face substantial
warranty expense.

We are required to make assumptions and apply jedtgnbased on our accelerated life cycle testitlae limited operating history of
our products, regarding a number of factors, inidgdhe durability and reliability of our products,r anticipated rate of warranty claims and
the costs of replacement of defective products.@sumptions have proven and could in the futuseepto be materially different from the
actual performance of our products, which has chase may in the future cause us to incur substiaepense to repair or replace defective
products. Increases in our estimates of future
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warranty obligations due to actual product failtates, field service obligations and rework costsiired in correcting product failures have
caused and could in the future cause us to mdyeimakease the amount of warranty obligations, hade had and may have in the future a
corresponding negative impact on our results ofatpmns.

We also depend significantly on our reputationr@iability and high-quality products and servicesceptional customer service and out
brand name to attract new customers and grow ainéss. If our products and services do not perfgranticipated or we experience
unexpected reliability problems or widespread podailures, our brand and reputation could beificantly impaired and we may lose, or be
unable to gain or retain, customers.

Defects and poor performance in our products couésult in loss of customers, decreased revenue anexpected expenses, and we n
face warranty, indemnity and product liability clais arising from defective product

Our products must meet stringent quality requireiiand may contain undetected errors or defeqigcédly when first introduced or
when new generations are released. Errors, defegtsor performance can arise due to design fldefgcts in raw materials or components ol
manufacturing difficulties, which can affect bottetquality and the yield of the product. Thesersrov defects may be dangerous, as defectiv
power components may cause power overloads, paligntsulting in explosion or fire. As we developw generations of our products and
enter new markets, we face higher risk of undetedéfects because our testing protocols may nableeto fully test the products under alll
possible operating conditions. In the past, we heyerienced defects in our products due to ceetaors in the manufacturing and design
process. Any actual or perceived errors, defecfor performance in our products could resulhireplacement or recall of our products,
shipment delays, rejection of our products, dantagmir reputation, lost revenue, diversion of augiaeering personnel from our product
development efforts in order to address or remegydeefects and increases in customer service gubstucosts, all of which could have a
material adverse effect on our business and opesati

Furthermore, defective, inefficient or poorly perfang power components may give rise to warramgiemnity or product liability
claims against us that exceed any revenue or prefiteceive from the affected products. We coutdiirsignificant costs and liabilities if we
are sued and if damages are awarded against usuiémtly maintain a moderate level of productilighinsurance, and there can be no
assurance that this insurance will provide suffiti@verage in the event of a claim. Also, we cammedict whether we will be able to maint
this coverage on acceptable terms, if at all, at ghproduct liability claim would not harm our mess or financial condition. Costs or
payments we may make in connection with warranty @oduct liability claims or product recalls majvarsely affect our financial condition
and results of operations.

Our Enlighten web-based monitoring service, whiah @ustomers use to track and monitor the perfoomaf their solar PV systems
based on our product platform, may contain undeteetrors, failures, or bugs, especially when nemiens or enhancements are released
have from time to time found defects in our sendo€e new errors in our existing service may bedaetein the future. Any errors, defects,
disruptions in service or other performance prolslevith our monitoring service could harm our repiotaand may damage our customers'
businesses.

If we are unable to effectively manage our growthyr business and operating results may suff

We have recently experienced, and expect to contioexperience, significant growth in our saled @aperations. Our historical growth
has placed, and planned future growth is expectedrtinue to place, significant demands on ouragament, as well as our financial and
operational resources, to:

. manage a larger organizati

. expand thirdparty manufacturing, testing and distribution catya

. build additional custom manufacturing test equipty

. manage an increasing number of relationships withamers, suppliers and other third par
. increase our sales and marketing eff:

. train and manage a growing employee t

. broaden our customer support capabili

. implement new and upgrade existing operationalfanashcial systems; ai

. enhance our financial disclosure controls and pioges

13




Table of Contents

We cannot assure you that our current and planperhtions, personnel, systems, internal procedamdscontrols will be adequate to
support our future growth. If we cannot managegroivth effectively, we may be unable to take adagatof market opportunities, execute
business strategies or respond to competitive pressany of which could have a material adverseebn our financial condition, results of
operation, business or prospects.

Our recent and planned expansion into new marketaitd subject us to additional business, financiahé competitive risks.

We currently offer microinverter systems targeting residential and commercial markets in the Wn8tates, Canada, the United
Kingdom, France, the Benelux region, certain ofigmopean markets, Australia and New Zealand. Weeiatend to expand into other
international markets and to introduce new micreiter systems targeted at larger commercial atitygcale installations. Our success in
these new geographic and product markets will dgpena number of factors, such as:

acceptance of microinverters in markets in whiatythave not traditionally been us

our ability to compete in new product markets tdchitwe are not accustom

our ability to manage an increasing manufacturiagacity and productio

willingness of our potential customers to incurighler upfront capital investment than may be resgifior competing solutior
our ability to develop solutions to addressrdsguirements of the larger commercial and utiitgle market

timely qualification and certification of newqatucts for larger commercial and utilisgale installation

our ability to reduce production costs in ordeptie our products competitively over tir

availability of government subsidies and economéehtives for solar energy solutic

accurate forecasting and effective managementvehiory levels in line with anticipated product derd; an

our customer service capabilities and responsiv

Further, new geographic markets and the larger cential and utility-scale installation markets hal#erent characteristics from the
markets in which we currently sell products, andsuccess will depend on our ability to properlgia@ss these differences. These differences
may include:

differing regulatory requirements, including faws, trade laws, labor, safety, local contentycéing and consumer protection
regulations, tariffs, export quotas, customs dutiesther trade restrictions;

limited or unfavorable intellectual property prdieo;

risk of change in international political or ecorioroonditions
restrictions on the repatriation of earnir

fluctuations in the value of foreign currencies amedrest rate

difficulties and increased expenses in complyiitt) a variety of U.S. and foreign laws, regulasaand trade standards, including
the Foreign Corrupt Practices Act;

potentially longer sales cycli

higher volume requiremen

increased customer concentratit

warranty expectations and product return policies

cost, performance and compatibility requireme

Failure to develop and introduce these new prodsiatsessfully, to generate sufficient revenue ftbese products to offset associated
research and development, marketing and manufagtadsts, or to otherwise effectively anticipatd amnage the risks and challenges
associated with our potential expansion into nesdpct and geographic markets, could adversely tadf@crevenues and our ability to achieve
or sustain profitability.
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A drop in the retail price of electricity deriveddm the utility grid or from alternative energy soces, or a change in utility pricing
structures, may harm our business, financial condih and results of operations

We believe that a system owner's decision to pgechasolar PV system is strongly influenced bycthst of electricity generated by sa
PV installations relative to the retail price oéetricity from the utility grid and the cost of ethrenewable energy sources, including electricit
from solar PV installations using central invertddecreases in the retail prices of electricityrirthe utility grid would make it more difficult
for all solar PV systems to compete. In particugmowth in unconventional natural gas productiod an increase in global liquefied natural
gas capacity are expected to keep natural gasspetatively low for the foreseeable future. Pe¢esislow natural gas prices, lower prices of
electricity produced from other energy sourceshsasnuclear power, or improvements to the utififyastructure could reduce the retail price
of electricity from the utility grid, making the pthase of solar PV systems less economically &itteaand lowering sales of our microinverter
systems. In addition, energy conservation technetognd public initiatives to reduce demand foceileity also could cause a fall in the retail
price of electricity from the utility grid. Moreovetechnological developments by our competitorthasolar components industry, including
manufacturers of central inverters and DC to DGnogers, could allow these competitors or theirtipars to offer electricity at costs lower
than those that can be achieved from solar PVliagtas based on our product platform, which coasult in reduced demand for our
products. Additionally, as increasing adoption istributed generation places pressure on traditiotility business models or utility
infrastructure, utilities may change their pricstguctures to make installation or operation osdlstributed generation more costly. Such
measures can include grid access fees, costiyngthe interconnection studies, limitations on dimtted generation penetration levels, or othe
measures. If the cost of electricity generatedddgrsPV installations incorporating our microinv@arsystems is high relative to the cost of
electricity from other sources, our business, faiaincondition and results of operations may berteat.

If we do not forecast demand for our products acetely, we may experience product shortages, delaysoduct shipment, excess prodi
inventory, or difficulties in planning expenses, wth will adversely affect our business and finantieondition.

We manufacture our products according to our estismaf customer demand. This process requires make multiple forecasts and
assumptions relating to the demand of our distoilsttheir end customers and general market congditBecause we sell most of our product:
to distributors, who in turn sell to their end araers, we have limited visibility as to end-customiemand. We depend significantly on our
distributors to provide us visibility into their értustomer demand, and we use these forecastsk® aoa own forecasts and planning
decisions. If the information from our distributdtsns out to be incorrect, then our own forecasdy also be inaccurate. Furthermore, we do
not have long-term purchase commitments from ostridutors or end customers, and our sales arerg@lgnmade by purchase orders that may
be canceled, changed or deferred without notieestor penalty. As a result, it is difficult to faast future customer demand to plan our
operations.

If we overestimate demand for our products, ouifcthase orders are canceled or shipments are delagemay have excess inventory
that we cannot sell. We may have to make signifipaovisions for inventory write-downs based onrggahat are currently not known, and
such provisions or any adjustments to such prowssapuld be material. Conversely, if we underedend@mand, we may not have sufficient
inventory to meet end-customer demand, and we os®yrharket share, damage relationships with otritalisors and end customers and forgc
potential revenue opportunities. Obtaining addaicsupply in the face of product shortages mayds#ly or impossible, particularly in the
short term and in light of our outsourced manufaotuprocesses, which could prevent us from futiglorders in a timely and cost efficient
manner or at all. In addition, if we overestimatg production requirements, our contract manufactumay purchase excess components ant
build excess inventory. If our contract manufaatsirat our request, purchase excess component@réhahique to our products and are unabl
to recoup the costs of such excess through resaétn or build excess products, we could beiredguo pay for these excess parts or
products and recognize related inventory write-dawn

In addition, we plan our operating expenses, inolgdesearch and development expenses, hiring reeetimventory investments, in p
on our estimates of customer demand and futurentexdf customer demand or revenue for a partiquéaiod is lower than we expect, we n
not be able to proportionately reduce our fixedrapeg expenses for that period, which would hatmaperating results for that period.

Ordering patterns from our distributors may causerrevenue to fluctuate significantly from periodtperiod.

Our distributors place purchase orders with usdasetheir assessment of end-customer demand amddhecasts. Because these
forecasts may not be accurate, channel inventddyaieour distributors may fluctuate significantlye to the difference between their forecast
and actual demand. As a result, distributors adest purchase orders placed with us in
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response to changing channel inventory levels,edksas their assessment of the latest market detmands. We have limited visibility into
future end customer demand. A significant decr@aser distributors' channel inventory in one pdrinay lead to a significant rebuilding of
channel inventory in subsequent periods, or vigsajevhich may cause our quarterly revenue andatipgrresults to fluctuate significantly.
This fluctuation may cause our results to fall slebranalyst or investor expectations in a cerfgriod, which may cause our stock price to
decline.

Changes in current laws or regulations or the imptign of new laws or regulations, or new interprdtans thereof, by federal or state
agencies or foreign governments could impair ourilitly to compete in international markets.

Changes in current laws or regulations applicablestor the imposition of new laws and regulationthe United States or other
jurisdictions in which we do business, such as #list, New Zealand, Canada, France, Italy, theddhKingdom, the Benelux region a
China, could materially and adversely affect ousibess, financial condition and results of operatidn addition, changes in our products or
changes in export and import laws and implementgmlations may create delays in the introductibnesv products in international markets,
prevent our customers from deploying our produttisrnationally or, in some cases, prevent the éxgpgdmport of our products to certain
countries altogether.

For example, the Italian energy authority (AEEG3&#ad a new set of interconnection standards far soergy installations that beca
effective in July 2012, which has negatively impacour sales in Italy. We continue to explore pti#éisolutions to meet these requirements.
However, in the event that we cannot implementlatism in the near term the total market availdbleour microinverter products in Italy, a
our business as a result, may continue to be aglyarspacted.

In addition, several states or territories, inchgdCalifornia, Hawaii and Queensland, Australiajehaither implemented or are
considering implementing new restrictions on inoex# or rules regulating the installation of sagstems that we may not be able to currently
comply with. In the event that we cannot complyhattiese or other new regulations or implement atgwoi to such noncompliance as they
arise, the total market available for our microirgeproducts in such states, and our businessesu#i, may be adversely impacted.

While we are not aware of any other current or psagl export or import regulations that would matbrirestrict our ability to sell our
products in countries where we offer our produotsshle, any change in export or import regulationselated legislation, shift in approach to
the enforcement or scope of existing regulationghange in the countries, persons or technoldgrgeted by these regulations, could rest
decreased use of our products by, or in our deedealsility to export or sell our products to, exigtor potential customers with international
operations. In such event, our business and resfudtgerations could be adversely affected.

We depend upon a small number of outside contraemfacturers. Our operations could be disrupteda® encounter problems with these
contract manufacturers.

We do not have internal manufacturing capabilittas] rely upon a small number of contract manufacsuto build our products. In
particular, we rely on contract manufacturers far manufacture of microinverter products, cabling aur communications gateway related tc
our microinverter systems. Our reliance on a smathber of contract manufacturers makes us vulnetaklbossible capacity constraints and
reduced control over component availability, delvechedules, manufacturing yields and costs. Weaddave long-term supply contracts
with our other manufacturing partners. Consequettilyse manufacturers are not obligated to supplgiyzts to us for any period, in any
specified quantity or at any certain price.

The revenues that our contract manufacturers gengtam our orders may represent a relatively spaltentage of their overall
revenues. As a result, fulfilling our orders may he considered a priority in the event of consatdiability to fulfill all of their customer
obligations in a timely manner. In addition, theiliéies in which the vast majority of our microiesters, related cabling and communications
gateway products are manufactured are locateddeutdithe United States. We believe that the locatif these facilities outside of the United
States increases supply risk, including the riskugply interruptions or reductions in manufactgrijuality or controls.

If any of our contract manufacturers were unablarawilling to manufacture our products in requikedumes and at high quality levels
or renew existing terms under supply agreementsyadd have to identify, qualify and select accefgalternative contract manufacturers.
An alternative contract manufacturer may not belabke to us when needed or may not be in a posticsatisfy our quality or production
requirements on commercially reasonable termsydiey price. Any significant interruption in manafaring would require us to reduce our
supply of products to our customers, which in turn
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would reduce our revenues, harm our relationshifls @ur customers and damage our relationships euthdistributors and end customers
cause us to forgo potential revenue opportunities.

Manufacturing problems could result in delays in pduct shipments to customers and could adversefgafour revenue, competitiv
position and reputation

We may experience delays, disruptions or qualitytrad problems in our manufacturing operations. @uaduct development,
manufacturing and testing processes are complexeaqdre significant technological and productiongess expertise. Such processes involv
a number of precise steps from design to produchorly change in our processes could cause one & production errors, requiring a
temporary suspension or delay in our productioe lintil the errors can be researched, identifiepmoperly addressed and rectified. This |
occur particularly as we introduce new productsdifiyoour engineering and production techniques, exyghnd our capacity. In addition, our
failure to maintain appropriate quality assuraneeEesses could result in increased product faijuioss of customers, increased production
costs and delays. Any of these developments caud b material adverse effect on our businessidinhcondition, and results of operations.

A disruption could also occur in our manufacturpegtner's fabrication facility due to any numberedsons, such as equipment failure,
contaminated materials or process deviations, wbathd adversely impact manufacturing yields oaglgdroduct shipments. As a result, we
could incur additional costs that would adverséfgct our gross profit, and product shipments to @istomers could be delayed beyond the
shipment schedules requested by our customershwidald negatively affect our revenue, competifpesition and reputation.

Additionally, manufacturing yields depend on a nembf factors, including the stability and manutaebility of the product design,
manufacturing improvements gained over cumulatioelpction volumes and the quality and consisteri@omponent parts. Capacity
constraints, raw materials shortages, logistiaseisslabor shortages, changes in customer requitspreanufacturing facilities or processes
those of some third-party contract manufacturedssuppliers of raw materials and components hastetically caused, and may in the future
cause, reduced manufacturing yields, negativelyattipg the gross profit on, and our production cépdor, those products. Moreover, an
increase in the rejection and rework rate of présldaring the quality control process before, dyion after manufacture would result in our
experiencing lower yields, gross profit and prodhrctapacity.

The risks of these types of manufacturing problanesfurther increased during the introduction off peoduct lines, which has from tir
to time caused, and may in the future cause, teanpsuspension of production lines while problemesaaldressed or corrected. Since our
business is substantially dependent on a limitedbar of product lines, any prolonged or substastigpension of manufacturing production
lines could result in a material adverse effecbonrevenue, gross profit, competitive positiond drstributor and customer relationships.

We depend on sole source and limited source supplier key components and products. If we are unabb source these components on a
timely basis, we will not be able to deliver oulogucts to our customers.

We depend on sole source and limited source supptie key components of our products. For exampule ASICs are purchased from a
sole source supplier or developed for us by salecgosuppliers. Any of the sole source and limgedrce suppliers upon whom we rely could
experience quality and reliability issues, coulgpgbroducing our components, cease operations acdpgired by, or enter into exclusive
arrangements with, our competitors. We generallpatchave long-term supply agreements with our beigp and our purchase volumes may
currently be too low for us to be considered antgicustomer by most of our suppliers. As a resulbst of these suppliers could stop sellin
us at commercially reasonable prices, or at all guch quality or reliability issue, or interruptior delay may force us to seek similar
components or products from alternative sourceg;wimay not be available on commercially reasonsdas, including price, or at all.
Switching suppliers may require that we redesignpraducts to accommodate new components, and wtapfoally require us to re-qualify
our products, which would be costly and time-conisignAny interruption in the quality or supply afle source or limited source components
for our products would adversely affect our abititymeet scheduled product deliveries to our custsrand could result in lost revenue or
higher expenses and would harm our business.

If we or our contract manufacturers are unable tdtin raw materials in a timely manner or if the jme of raw materials increase
significantly, production time and product costswld increase, which may adversely affect our busise

The manufacturing and packaging processes usedryootract manufacturers depend on raw materneds as copper, aluminum,
silicon and petroleum-based products. From timtgre, suppliers may extend lead times, limit sugpbr increase prices due to capacity
constraints or other factors. Certain of our sugplhave the ability to pass along to us
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directly or through our contract manufacturers atyeases in the price of raw materials. If thegsiof these raw materials rise significantly,
we may be unable to pass on the increased cost trustomers. While we may from time to time emiés hedging transactions to reduce our
exposure to wide fluctuations in the cost of rawenals, the availability and effectiveness of thégdging transactions may be limited. Due t
all these factors, our results of operations chacdversely affected if we or our contract martuf@es are unable to obtain adequate supplie
of raw materials in a timely manner or at reasomabbt. In addition, from time to time, we or oontract manufacturers may need to reject
raw materials that do not meet our specificatioasilting in potential delays or declines in outptrthermore, problems with our raw
materials may give rise to compatibility or perf@mee issues in our products, which could lead tmer®ase in customer returns or product
warranty claims. Errors or defects may arise fram materials supplied by third parties that arednelyour detection or control, which could
lead to additional customer returns or product amty claims that may adversely affect our busisegkresults of operations.

If potential owners of solar PV systems based om ptoduct platform are unable to secure financinqi@cceptable terms, we cou
experience a reduction in the demand for our soRY systems.

Many owners of solar PV systems depend on finan@imrchase their systems. The limited use of @meerters to date, coupled with
our limited operating history, could result in lemsl refusing to provide the financing necessaputechase solar PV systems based on our
product platform on favorable terms, or at all. Blaver, in the case of debt financed projects, éenders are willing to finance the purchase
of these systems, an increase in interest ratacbange in tax incentives could make it diffidalt owners to secure the financing necessary t
purchase a solar PV system on favorable termg, all. &n addition, we believe that a significamrpentage of owners purchase solar PV
systems as an investment, funding the initial ehpitpenditure through a combination of upfronthcasd financing. Difficulties in obtaining
financing for solar PV systems on favorable teransncreases in interest rates or changes in @eqtives, could lower an investor's return on
investment in a solar PV system, or make alterpagnlar PV systems or other investments more #tteaelative to solar PV systems baset
our product platform. Any of these events couldilteis reduced demand for our products, which cdwdde a material adverse effect on our
financial condition and results of operations. didition, an increasing share of residential salatallations has been provided through third
party financing structures, such as power purcbasease agreements. Our sales growth thereforedsmgly depends on sales to developers
of third party solar finance offerings who provisiglar as a service via power purchase agreemeteasing structures. The third party finance
market for residential solar in the United Stated alsewhere is or may become highly concentratet,a few significant finance companies
and several smaller entrants. If we are unableldpvelationships and gain a significant shareneérter sales to the major finance companies
or new entrants, our overall sales growth will bastrained.

We rely primarily on distributors, large installerand providers of solar financing to assist in galj our products, and the failure of these
customers to perform as expected could reduce aufe revenue.

We sell our microinverter systems primarily throwdistributors, as well as through direct salesalarsequipment installers and sales to
developers of third party solar finance offerinigs2014, Vivint Solar, Inc. and CED Greentech actted for 24% and 16% of total net
revenues, respectively. In 2013, Vivint Solar, Ji@ED Greentech and Focused Energy, Inc. accotioteddb%, 14% and 11% of total net
revenues, respectively. We do not have exclusitengements with these third parties and, as atresahy of our customers also market and
sell products from our competitors, which may rexloar sales. Our customers may terminate theitisakhips with us at any time, or with
short notice. Our customers may fail to devote uesgs necessary to sell our products at the pricelse volumes and within the time frames
that we expect, or may focus their marketing anessafforts on products of our competitors. In &ddi participants in the solar industry are
becoming increasingly focused on vertical integmatf the solar financing and installation procedsich may lead to an overall reduction in
the number of potential parties who may purchaskiastall our products.

Our future performance depends on our ability featifvely manage our relationships with our exigtaustomers, as well as to attract
additional customers that will be able to market anpport our products effectively, especially iarkets in which we have not previously
distributed our products. Termination of agreemevits current customers, failure by these custont@perform as expected, or failure by us
to cultivate new customer relationships, could kinolur ability to expand our operations and harmreuenue and operating results.

Our success in an “AC module” version of our micmoierter system may depend in part upon our abitibycontinue to work closely with
leading solar module manufacturers.

We are currently working on variants of our micrarter system that will enable an “AC module” faredt attachment of the
microinverter to the solar modules. The market sas®f such solutions will depend in part on odulitgtio continue to work closely with solar
module manufacturers to design solar modules tleat@mpatible with such direct
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attachment of our microinverter. We may not be ablencourage solar module manufacturers to wottk us on the development of such
compatible solutions combining our microinvertesteyn and solar modules for a variety of reasomfyding differences in marketing or
selling strategy, competitive considerations, latkompetitive pricing, and technological compaditii In addition, our ability to form
effective partnerships with solar module manufaatsimay be adversely affected by the substantaigés faced by many of these
manufacturers due to declining prices and revefroes sales of solar modules.

If we fail to retain our key personnel or if we faio attract additional qualified personnel, we mayt be able to achieve our anticipated le
of growth and our business could suffer.

Our future success and ability to implement ouiiress strategy depends, in part, on our abilitgticact and retain key personnel, anc
the continued contributions of members of our semanagement team and key technical personnel,afazhom would be difficult to
replace. All of our employees, including our sem@nagement, are free to terminate their employmadationships with us at any time.
Competition for highly skilled technical peoplecistremely intense, and we face challenges identifyiiring and retaining qualified personnel
in many areas of our business. If we fail to retain senior management and other key personnélg fail to attract additional qualified
personnel, we may not be able to achieve our giatbjectives and our business could suffer.

If we fail to protect, or incur significant costidefending, our intellectual property and other gprietary rights, our business and results
operations could be materially harmed.

Our success depends to a significant degree oalmlitly to protect our intellectual property andhet proprietary rights. We rely on a
combination of patent, trademark, copyright, traderet and unfair competition laws, as well as idenftiality and license agreements and ¢
contractual provisions, to establish and protectiotellectual property and other proprietary rightVe have applied for patent and trademark
registrations in the United States and in certéi®iocountries, some of which have been issuedcaiaot guarantee that any of our pending
applications will be approved or that our existargl future intellectual property rights will be &cifently broad to protect our proprietary
technology, and any failure to obtain such appwealfinding that our intellectual property riglaie invalid or unenforceable could force us
among other things, rebrand or re-design our ateptoducts. In countries where we have not apfitiegatent protection or where effective
intellectual property protection is not availabdethe same extent as in the United States, we may Qreater risk that our proprietary rights
will be misappropriated, infringed or otherwise laied.

To protect our unregistered intellectual properigluding our trade secrets and know-how, we nelgart on trade secret laws and
confidentiality and invention assignment agreemauitls our employees and independent consultantsaléerequire other third parties who
may have access to our proprietary technologiesrdatmation to enter into nodisclosure agreements. Such measures, howeveideronly
limited protection, and we cannot assure that ounfidentiality and non-disclosure agreements wiéyent unauthorized disclosure or use of
our confidential information, especially after @mployees or third parties end their employmemtrayagement with us, or provide us with an
adequate remedy in the event of such disclosumth&umore, competitors or other third parties medependently discover our trade secret
which case we would not be able to assert tradetseaghts, copy or reverse engineer our producisdions thereof or develop similar
technology. If we fail to protect our intellectysbperty and other proprietary rights, or if suctellectual property and proprietary rights are
infringed, misappropriated or otherwise violatedr, business, results of operations or financiab@ion could be materially harmed.

In the future, we may need to take legal actiopravent third parties from infringing upon or mipappriating our intellectual property
from otherwise gaining access to our technologgtdeting and enforcing our intellectual propergghts and determining their validity and
scope could result in significant litigation coatsd require significant time and attention from tmahnical and management personnel, which
could significantly harm our business. In additia, may not prevail in such proceedings. An advetgeome of any such proceeding may
reduce our competitive advantage or otherwise lmmfinancial condition and our business.

Third parties may assert that we are infringing updheir intellectual property rights, which couldidert management's attention, cause us
to incur significant costs and prevent us from gety or using the technology to which such rightslage.

Our competitors and other third parties hold nurasnaatents related to technology used in our imguahd claims of patent or other
intellectual property right infringement or violati have been litigated against certain of our cditgws. From time to time we may also be
subject to such claims and litigation. Regardldgt&ir merit, responding to such claims can besttonsuming, divert management's attentior
and resources and may cause us to incur signifeegrenses. While
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we believe that our products and technology danfahge in any material respect upon any valieligctual property rights of third parties,
cannot be certain that we would be successful fiartling against any such claims. Furthermore, paeplications in the United States and
most other countries are confidential for a penbtime before being published, so we cannot btagethat we are not infringing third parties'
patent rights or that we were the first to conc@w@rotect inventions covered by our patents ¢emaapplications. As we become more visible
as a publicly traded company, the possibility thad parties may make claims of intellectual pndpénfringement or other violations against
us may grow. An adverse outcome with respect tosaich claim could invalidate our proprietary rigatsl force us to do one or more of the
following:

. obtain from a third party claiming infringememticense to sell or use the relevant technolodyclvmay not be available on
reasonable terms, or at all;

. stop manufacturing, selling, incorporating or using products that embody the asserted intellegxogerty

. pay substantial monetary damay

. indemnify our customers pursuant to indemnificatitigations under some of our customer contrax

. expend significant resources to redesign thdymts that use the infringing technology and toedigy or acquire non-infringing
technology.

Any of these actions could result in a substam@dlction in our revenue and could result in losses an extended period of time.

Our failure to obtain the right to use necessaryirthparty intellectual property rights on reasonadkerms, or our failure to maintain, and
comply with the terms and conditions applicableth@se rights, could harm our business and prospects

From time to time we have licensed, and in therfitwe may choose to or be required to licensent@olyy or intellectual property from
third parties in connection with the developmentof products. We cannot assure that such licemtidse available to us on commercially
reasonable terms, or at all, and our inability itain such licenses could require us to substiadknology of lower quality or of greater cost.
In addition, we incorporate open source softwadeda our proprietary software. Use of open sosafevare can lead to greater risks than us
of third-party commercial software since open seditensors generally do not provide warrantiesamtrols with respect to origin,
functionality or other features of the softwarentgoopen source software licenses require userdighiute open source software as part of
their products to publicly disclose all or parttké source code in their software and make anyatire works of the open source code
available for limited fees or at no cost. Althougé monitor our use of open source software, opencedicense terms may be ambiguous, an
many of the risks associated with the use of opeince software cannot be eliminated. If we werenfbto have inappropriately used open
source software, we may be required to releaspmprietary source code, re-engineer our softwdisepntinue the sale of certain products in
the event re-engineering cannot be accomplishedtonely basis or take other remedial action. Femtiore, if we are unable to obtain or
maintain licenses from third parties or fail to quynwith applicable open source licenses, we maguigect to costly third party claims of
intellectual property infringement or ownershipoofr proprietary source code. Any of the foregoingld harm our business and put us at a
competitive disadvantage.

Our business has been and could continue to be etfée by seasonal trends and construction cycles.

We have been and could continue to be subjectiiasiny-specific seasonal fluctuations, particulamlglimates that experience colder
weather during the winter months, such as nortBemope, Canada, and the United States. In geneeagxpect our products in the second,
third and fourth quarters will be positively affedtby seasonal customer demand trends, includiag sconomic incentives, weather patterns
and construction cycles, preceded by a seasorddtyrdirst quarter. In the United States, custasneitl sometimes make purchasing decisions
towards the end of the year in order to take acgmbf tax credits or for budgetary reasons. Iritead construction levels are typically slow
in colder months. In European countries with Fihs, construction of solar PV systems may be conatat during the second half of the
calendar year, largely due to the annual reduafdhe applicable minimum FiT and the fact that to&lest winter months are January throug|
March. Accordingly, our business and quarterly tssof operations could be affected by seasonatdktions in the future.
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Covenants in our credit facility may limit our flakility in responding to business opportunities amdmpetitive developments and increase
our vulnerability to adverse economic or industrgrditions.

We are a party to a loan and security agreemetits\ilells Fargo Bank, National Association (“Wellargo”). The loan and security
agreement with Wells Fargo restricts our abilityake certain actions such as incurring additiaiedlt, encumbering our tangible or intangible
property, paying dividends, or engaging in certeamsactions, such as mergers and acquisitionssiments and asset sales. Our loan and
security agreement with Wells Fargo also requisetounaintain certain financial covenants, inclgdiquidity ratios. These restrictions may
limit our flexibility in responding to business ampunities, competitive developments and adversa@uic or industry conditions. In addition,
our obligations under our loan and security agregméth Wells Fargo is secured by substantiallyodlbur assets (excluding intellectual
property), which limits our ability to provide catkral for additional financing. A breach of anytleése covenants, or a failure to pay intere
indebtedness when due under any of our credittiasil could result in a variety of adverse consemges, including the acceleration of our
indebtedness and the forfeiture of our assets sutgesecurity interests in favor of the lenders.

We may fail to capture customers in the new markitat we are pursuing.

We are pursuing opportunities in energy managemetiienergy storage. We have made and will contmuogake investments in our
infrastructure, increased our operating costs argbhe other business opportunities in order t& spportunities in these areas. If these new
potential business segments fail to translaterienenue in the quantities or timeline projectecbitld have a materially adverse impact on our
revenue, operating results and financial stabilityaddition, we are pursuing new geographic matkete inability to capture new customer
the high-growth geographic markets could have @&natadverse effect on our business, financiatlt@n or results of operations.

We are an “emerging growth company,” and may eléatcomply with reduced public company reporting tégements applicable to
emerging growth companies, which could make our aoonm stock less attractive to investors.

We are an “emerging growth company,” as defineth@nJumpstart Our Business Startups Act enactéghith 2012, or the JOBS Act,
and, for as long as we continue to be an “emergimgth company,” we may choose to take advantagxefptions from various reporting
requirements applicable to other public companigsbt to “emerging growth companies,” includingt not limited to, not being required to
comply with the auditor attestation requirementSeé€tion 404 of the Sarbanes-Oxley Act of 200%anbanes-Oxley Act, reduced disclosure
obligations regarding executive compensation inpariodic reports and proxy statements, and exemgfirom the requirements of holding a
nonbinding advisory vote on executive compensadimh stockholder approval of any golden parachuenpats not previously approved. We
could be an “emerging growth company” until Decentkis 2017 (the last day of the fiscal year followihe fifth anniversary of our initial
public offering), although we could cease to béeamerging growth company” earlier if certain eveateur as specified in the JOBS Act, suct
as our achieving annual revenue of at least $ibbibr our becoming a “large accelerated filertasined in Rule 12b-2 of the Exchange Act.
We cannot predict if investors will find our commstock less attractive if we choose to rely on¢hesemptions. If some investors find our
common stock less attractive as a result of anyceldo reduce future disclosure, there may besdetive trading market for our common
stock and our stock price may be more volatile.

If we fail to maintain an effective system of inteal controls or are unable to remediate any defiec@es in our internal controls, we migl
not be able to report our financial results accuedy or prevent fraud; in that case, our stockholdetould lose confidence in our financial
reporting, which would harm our business and couhégatively impact the price of our stock.

Effective internal controls are necessary for ugrtavide reliable financial reports and prevenuétaln addition, Section 404 of the
Sarbanes-Oxley Act requires us to establish andtaiaiinternal control over financial reporting agidclosure controls procedures. The
process of implementing our internal controls aochplying with Section 404 of the Sarbanes-Oxley as required, and will continue to
require, significant attention of management. Aliplo we are currently not required to provide anitadd attestation report on management’s
assessment of the effectiveness of our internataloover financial reporting, otherwise required ®ection 404(b) of the Sarbanes-Oxley Act,
this exemption will no longer be available to ugibaing with our first Annual Report on 10-K fordlyear in which we cease to be an
“emerging growth company,” as defined in the JOBS. /& we or our independent registered public actimg firm discover a material
weakness in the future, the disclosure of that &aatn if quickly remedied, could reduce the maskednfidence in our financial statements an
harm our stock price. In addition, a delay in caanpte with Section 404 of the Sarbanes-Oxley Adcldsubject us to a variety of
administrative sanctions, including SEC actionligikility for short form resale registration, tlseispension or delisting of our common stock
from the stock exchange on which it is listed and
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the inability of registered broker-dealers to makmarket in our common stock, which would furthegtuce our stock price and could harm ou
business. To the extent any material weaknessag iimternal control over financial reporting adeitified in the future, we could be required
to expend significant management time and finameisburces to correct such material weakness@srespond to any resulting regulatory
investigations or proceedings

Our ability to use net operating losses to reduoéufe tax payments may be limited by provisionglud Internal Revenue Code, and may be
subject to further limitation as a result of futur&ransactions.

Sections 382 and 383 of the Internal Revenue Cod686, as amended (the “Codedpntain rules that limit the ability of a compaimal
undergoes an “ownership change,” generally defased more than 50 percentage point increase ipetfeentage of its stock owned by certain
stockholders over a three-year period, to utiligenet operating loss and tax credit carryforwauntls certain built-in losses recognized in the
years after the ownership change. These rules glneperate by focusing on ownership changes wiaglstockholders who directly
indirectly own 5% or more of the stock of a compamg any change in ownership arising from a neuasisse of stock by the company.
Generally, if an ownership change occurs, the ydarable income limitation on the use of net opegaloss and tax credit carryforwards is
equal to the product of the applicable long-termetgempt rate and the value of the company's stookediately before the ownership change.
If these limitations apply, we may be unable tseffour taxable income with net operating lossesuotax liability with credits, before these
losses and credits expire. We recently completstddy to assess whether an ownership change hasedor whether there have been
multiple ownership changes since we became a tmg®ration under the Code. However, we do not goatie these limitations will
significantly impact our ability to utilize the neperating losses and tax credit carryforwards.

In addition, it is possible that future transactigimcluding issuances of new shares of our comstock and sales of shares of our
common stock) will cause us to undergo one or radditional ownership changes. In that event, wesggly would not be able to use our net
operating losses from periods prior to this ownigrshange to offset future taxable income in exaéthe annual limitations imposed by
Sections 382 and 383 and those attributes thatla@ady subject to limitations (as a result of ptior ownership changes) may be subject to
more stringent limitations.

We may not be able to raise additional capital teeeute on our current or future business opportuigis on favorable terms, if at all, or
without dilution to our stockholders.

We believe that our existing cash and cash equit@lavailable credit facilities and cash flowsnfirour operating activities, will be
sufficient to meet our anticipated cash needstfteast the next 12 months. However, we may needise additional capital to execute on our
current or future business strategies, including to

. invest in our research and development effortsibgdhadditional technical and other person
. expand our operations into new product marketsnand geographie

. acquire complementary businesses, products, sereicechnologies;

. otherwise pursue our strategic plans and respondrpetitive pressure

We do not know what forms of financing, if any, Mik available to us. If financing is not available acceptable terms, if and when
needed, our ability to fund our operations, expamdresearch and development, sales and marketimogidéns, develop and enhance our
products, respond to unanticipated events, inctydimanticipated opportunities, or otherwise respooncbmpetitive pressures would be
significantly limited. In any such event, our buesis, financial condition and results of operatiomsld be materially harmed, and we may be
unable to continue our operations. Moreover, ifraige additional funds through the issuance oftgauiconvertible debt securities, the
percentage ownership of our stockholders coulddréfieantly diluted, and these newly issued se@simay have rights, preferences or
privileges senior to those of existing stockholders

Natural disasters, terrorist or cyber attacks, ather catastrophic events could harm our operatiol

Our worldwide operations could be subject to natdisasters and other business disruptions, wtociidcharm our future revenue and
financial condition and increase our costs and egee. For example, our corporate headquarters@ufe, California is located near major
earthquake fault lines. Further, a terrorist attém&luding one aimed at energy or communicatiofi@structure suppliers or our web-based
monitoring service, could hinder or delay the depetent and sale or performance of our productthdrevent that an earthquake, tsunami,
typhoon, terrorist or cyber attack, or other ndfureanmade or technical catastrophe were to desimgypart of our facilities or those of our
contract manufacturer,
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destroy or disrupt vital infrastructure systemnderrupt our operations or services for any exséghgeriod of time, our business, financial
condition and results of operations would be maligrand adversely affected.

We may be subject to disruptions or failures in @amfation technology systems and network infrastructs that could have a material
adverse effect on our business and financial comait

We rely on the efficient and uninterrupted opermatid complex information technology systems anavoek infrastructures to operate 1
business. A disruption, infiltration or failure ofir information technology systems as a resulbéif\sare or hardware malfunctions, system
implementations or upgrades, computer viruses, rcgtbacks, thirdparty security breaches, employee error, theftisuse, malfeasance, pov
disruptions, natural disasters or accidents coaltse breaches of data security, loss of intelléptagerty and critical data and the release anc
misappropriation of sensitive competitive infornoatiand partner, customer and employee personal\W&tanay also be subject to fraud
attempts from outside parties through our electragstems (such as “phishing” e-mail communicationsur finance, technical or other
personnel), which could put us at risk for harmmfrisaud, theft or other loss if our internal cofgrdo not operate as intended. Any of these
events could harm our competitive position, result loss of customer confidence, cause us to isigmificant costs to remedy any damages
and ultimately materially adversely affect our Ingsis and financial condition.

We are dependent on ocean transportation to deliwar products in a cost efficient manner. If we atmable to use ocean transportation to
deliver our products, our business and financialrdition could be materially and adversely impacted.

We rely on commercial ocean transportation fordélkvery of a large percentage of our productsuioaustomers in North America. We
also rely on more expensive air transportation wdean transportation is not available or compatitith the delivery time requirements of
our customers. Our ability to deliver our produdts ocean transportation could be adversely impkleyeshortages in available cargo capacity
changes by carriers and transportation companipslicies and practices, such as scheduling, gigayment terms and frequency of service
or increases in the cost of fuel, taxes and ladod; other factors, such as labor strikes and wogpsiges, not within our control. If we are
unable to use ocean transportation and are requairegbstitute more expensive air transportatiomn fimancial condition and results of
operations could be materially and adversely imgghdRecently, contentious negotiations betweerPHuific Maritime Association and the
International Longshore & Warehouse Union haveltedun port slowdowns which have caused port cetige and major delays in the
transfer of cargo in the United States West Cdsstordingly, we have had to ship a higher percemtagur products to our customers in
North America via air transportation. Material imtgptions in service or stoppages in transportasoich as the aforementioned disp
whether caused by strike, work stoppage, lockglatydown or otherwise, could materially and advigrgapact our business, results of
operations and financial condition.

The market price of our common stock may be volatir may decline regardless of our operating perf@ance.

The market price of our common stock has been aattlbe subject to wide fluctuations in responseaitoong other things, the risk
factors described in “Part I. Iltem 1A. Risk Facta&this Annual Report on Form 10-K, and othertéas beyond our control, such as
fluctuations in the valuation of companies percdilag investors to be comparable to us. Furtherntbeestock markets have experienced pric
and volume fluctuations that have affected andinaetto affect the market prices of equity secesitof many companies. These fluctuations
often have been unrelated or disproportionateaamtierating performance of those companies. Theselbnarket and industry fluctuations,
well as general economic, political and market @ork, such as recessions, interest rate charrgaseonational currency fluctuations, may
negatively affect the market price of our commackt In the past, many companies that have expmriewolatility in the market price of their
stock have been subject to securities class alitigation. We may become the target of this typétmation in the future. Securities litigation
against us could result in substantial costs amertiour management's attention from other busioesserns, which could seriously harm our
business.

Our financial results may vary significantly fromwprter to quarter due to a number of factors, whichay lead to volatility in our stock
price.

Our quarterly revenue and results of operationg havied in the past and may continue to vary §gamtly from quarter to quarter. This
variability may lead to volatility in our stock pg as research analysts and investors respondde tuarterly fluctuations. These fluctuations
are due to numerous factors, including:

. fluctuations in demand for our produt
. the timing, volume and product mix of sales of purducts, which may have different average selfiriges or profit margin
. changes in our pricing and sales policies or thgng and sales policies of our competit
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. our ability to design, manufacture and deliverducts to our customers in a timely and cost-éffeananner and that meet
customer requirements;

. our ability to manage our relationships with ounttact manufacturers, customers and supp

. quality control or yield problems in our manufadibgy operation

. the anticipation, announcement or introductionee or enhanced products by our competitors ansebuas

. reductions in the retail price of electric

. changes in laws, regulations and policies appli to our business and products, particularlgdéhelating to government
incentives for solar energy applications;

. unanticipated increases in costs or expe

. the amount and timing of operating costs andtabexpenditures related to the maintenance apdmsion of our business
operations;

. the impact of governmeponsored programs on our custorr

. our exposure to the credit risks of our custamparticularly in light of the fact that some afr@ustomers are relatively new
entrants to the solar market without long operatingredit histories;

. our ability to estimate future warranty obligatiahge to product failure rates, claim rates or regaent cost

. our ability to forecast our customer demand andufearturing requirements, and manage our inver

. fluctuations in our gross prot

. our ability to predict our revenue and plan ourenges appropriately; a

. fluctuations in foreign currency exchange re

The foregoing factors are difficult to forecastdahese, as well as other factors, could materéaily adversely affect our quarterly and
annual results of operations. Any failure to adgmnding quickly enough to compensate for a revahortfall could magnify the adverse
impact of this revenue shortfall on our result®pérations. Moreover, our results of operations matymeet our announced guidance or the
expectations of research analysts or investonshich case the price of our common stock could ese significantly. There can be no
assurance that we will be able to successfully estdthese risks.

If research analysts do not publish research abauir business or if they issue unfavorable commenmntar downgrade our common stoc
our stock price and trading volume could decline.

The trading market for our common stock depengsait on the research and reports that researchsts@ublish about us and our
business. The price of our common stock could dedfione or more research analysts downgradetock sr if those analysts issue other
unfavorable commentary or cease publishing re@rtait us or our business. If one or more of theaeh analysts ceases coverage of our
company or fails to publish reports on us regulatmand for our common stock could decrease, wtoald cause our stock price or trading
volume to decline.

Our affiliated stockholders, executive officers amlifectors own a significant percentage of our skp@and they may take actions that our
stockholders may not view as benefici

Our affiliated stockholders, executive officers atigctors own approximately 50% of our common lstddis significant concentration
of share ownership may adversely affect the tragiinge for our common stock because investors gftaneive disadvantages in owning stock
in companies with controlling stockholders. Alss,aresult, these stockholders, acting togethey,bmable to control our management and
affairs and matters requiring stockholder approwaluding the election of directors and approviasignificant corporate transactions, such as
mergers, consolidations or the sale of substaptiliof our assets. Consequently, this concemtnatif ownership may have the effect of
delaying or preventing a change in control, inahgda merger, consolidation or other business coatioim involving us, or discouraging a
potential acquirer from making a tender offer drestvise attempting to obtain control, even if #tfienge in control would benefit our other
stockholders.
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Sales of a substantial number of shares of our coomstock in the public market by our existing stdudders could cause our stock price
fall.

Sales of a substantial number of shares of our camrstock in the public market or the perceptiort thase sales might occur, could
depress the market price of our common stock antlémpair our ability to raise capital through thede of additional equity securities. We
unable to predict the effect that sales may havehemrevailing market price of our common stock.oitstanding shares of our common st
are eligible for sale in the public market, subjactome cases to the volume limitations and maahsale requirements of Rule 144 under the
Securities Act. Sales of stock by our stockholdengsld have a material adverse effect on the tragiige of our common stock.

Certain holders of our securities are entitleddbts with respect to the registration of theirrglsaunder the Securities Act. Registration
of these shares under the Securities Act wouldtristhe shares becoming freely tradable with@striction under the Securities Act. Any
sales of securities by these stockholders could hawaterial adverse effect on the trading priceuofcommon stock.

We currently do not intend to pay dividends on aeommon stock and, consequently, your only opportyridb achieve a return on your
investment is if the price of our common stock apprates.

We currently do not plan to declare dividends carel of our common stock in the foreseeable futaraddition, the terms of our bank
loan agreement restrict our ability to pay dividen@onsequently, an investor's only opportunitgdbieve a return on its investment in our
company will be if the market price of our commaock appreciates and the investor sells its stetragrofit.

Our charter documents and Delaware law could prevartakeover that stockholders consider favorabtedacould also reduce the market
price of our stock

Our certificate of incorporation and our bylaws t@n provisions that could delay or prevent a cleaimgcontrol of our company. These
provisions could also make it more difficult fooskholders to elect directors and take other catgoactions, including effecting changes in
our management. These provisions include:

. providing for a classified board of directorglwstaggered, three-year terms, which could déiayability of stockholders to
change the membership of a majority of our boardir@ctors;

. not providing for cumulative voting in the el&et of directors, which limits the ability of minioy stockholders to elect director
candidates;

. authorizing our board of directors to issue hwiit stockholder approval, preferred stock rigetsiar to those of common stock,

which could be used to significantly dilute the @sship of a hostile acquiror;

. prohibiting stockholder action by written consamhich forces stockholder action to be takennafmnual or special meeting of
our stockholders;

. requiring the affirmative vote of holders ofl@ast 66 2/3% of the voting power of all of thertfeutstanding shares of voting
stock, voting as a single class, to amend provésafrour certificate of incorporation relating teetmanagement of our business,
our board of directors, stockholder action by werittonsent, advance notification of stockholderinations and proposals, fort
selection and the liability of our directors, oramend our bylaws, which may inhibit the abilitysbbckholders or an acquiror to
effect such amendments to facilitate changes inag@ment or an unsolicited takeover attempt;

. requiring special meetings of stockholders maly de called by our chairman of the board, if amy, chief executive officer, our
president or a majority of our board of directavhjch could delay the ability of our stockholdessorce consideration of a
proposal or to take action, including the removadicectors; and

. requiring advance notification of stockholdeminations and proposals, which may discourage tardepotential acquiror from
conducting a solicitation of proxies to elect tlog@ror's own slate of directors or otherwise afiéng to obtain control of us.

In addition, the provisions of Section 203 of thel&ware General Corporate Law may prohibit largeldtolders, in particular those
owning 15% or more of our outstanding common stékm engaging in certain business combinationthauit approval of substantially all of
our stockholders, for a certain period of time.
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These provisions in our certificate of incorporatiour bylaws and under Delaware law could disogeiotential takeover attempts,
reduce the price that investors might be willingp&y for shares of our common stock in the future esult in the market price being lower
than it would be without these provisions.

Item 1B. Unresolved Staff Comments

None.

Item 2. Properties

Our corporate headquarters occupy approximately0D®0square feet in Petaluma, California undeaaddhat expires in April 2022 and
accommodates our principal engineering, sales, etiad, operations and finance and administrativivities. In addition to our corporate
headquarters in Petaluma, as of December 31, 20&4eased office space in Boise, Idaho, SantaaGlad Berkeley, California, the United
Kingdom, France, Australia, New Zealand and Chirrese regional facilities total over 160,000 squiaet. At this time, we believe our
facilities are adequate for our near term operatiand business needs.

Item 3. Legal Proceedings

From time to time, we may be involved in litigaticelating to claims arising out of our operatioe are not currently involved in any
material legal proceedings. We may, however, belired in material legal proceedings in the fut®ach matters are subject to uncertainty
and there can be no assurance that such legalggiogs will not have a material adverse effect onbusiness, results of operations, financial
position or cash flows.

Item 4. Mine Safety Disclosures

Not applicable.
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PART Il

Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Edty Securities

Our common stock has been traded on The NASDAQ d@Mdlarket under the symbol “ENPH” since March 3012. The following
table sets forth the range of intra-day high amddales prices per share of our common stock astegpon the NASDAQ Global Market for
the periods indicated.

Price Range
High Low

Eiscal Year 2014

First Quarter $ 8.7t $ 6.2€

Second Quarter 9.0C 6.82

Third Quarter 17.97 8.4¢

Fourth Quarter 15.8: 9.8¢
Fiscal Year 2013

First Quarter $ 6.7C $ 3.5C

Second Quarter 10.0¢ 5.17

Third Quarter 8.7: 5.5C

Fourth Quarter 9.37 4,54

Holders

As of February 28, 2015 , there were approximaddiolders of record of our common stock.

Dividend Policy

We have never paid any cash dividends on our constumk. We currently anticipate that we will retaimy available funds to finance
the growth and operation of our business and weatl@nticipate paying any cash dividends in thegeeable future. Certain present or future
agreements may limit or prevent the payment ofddimds on our common stock. For example, our cegpldement with Wells Fargo prohibits
the payment of dividends.
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Stock Performance Graph

This section is not “soliciting material” and istreeeemed “filed” for purposes of Section 18 of Bexurities and Exchange Act of
1934 (the Exchange Act) or otherwise subject tdidi@lities of that section, nor shall it be deahiacorporated by reference in any filing
under the Securities Act of 1933 or the Exchangg wegardless of any general incorporation languageich filing.

The graph depicted below shows a comparison of tatme total stockholder returns for our commorcktdhe Russell 2000 and the

Guggenheim Solar Index for the period from MarchZ2®12 (the date before our common stock begamtyazh the NASDAQ Global Marke

to December 31, 2014 . An investment of $100 ismesl to have been made in our common stock anakcim iedex on March 29, 2012 and its

relative performance is tracked through Decembef814 . The information shown is historical anda$ necessarily indicative of future

performance.
Enphase Stock Price vs. Indices March 29, 2012 - December 31, 2014
300
250 /.' @
200 | ol ik ;ﬁ':.,_‘.
150 e Y
g e B
00 W=—f<-u--u-- 3
Tk hfi'?’l-.. perect? e
30 ‘
Lk T T T T T ] T T T 1
n, L ", i u i, i k0 B ™ n
L ,;.b\ g R ,::*\ ,,-D.-\ *b\ ,,:-«.\ ..,'QM ..,}:*h _,}.\'
o~y [k a e\ A o -{'z' " e A ..:,
—@— Enphase Eneray = H - Russell 2000 Index o Ml Guogenhenn Solar Index
2012 2013 2014
3/29 6/30 9/30 12/31 3/31 6/30 9/30 12/31 3/31 6/30 9/30 12/31
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Inc. $ 10C $ 104 $ 69 % $ 10z $ 12¢ $ 13t $ 10€ $ 12 $ 145 $ 25C $ 23¢
Russell 2000 Inde$ 10C $ 96 $ 101 $ 10z $ 114 $ 117 $ 12¢ $ 14C $ 141 $ 14 $ 13z $ 14t
Guggenheim Solar

Index $ 10 $ 74 $ $ $ 77 $ 111 $ 158 $ 16t $ 205 $ 207 $ 19C $ 16¢€
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Iltem 6. Selected Consolidated Financial Data

The information set forth below for the five yearsled December 31, 2014 is not necessarily ingiati results of future operations,
and should be read in conjunction with ItenManagement’s Discussion and Analysis of Financiahdition and Results of Operationand
the consolidated financial statements and relatégsrthereto included in Item 8pnsolidated Financial Statements and Supplemeraty,
of this Annual Report on Form 10-K to fully undenstl the factors that may affect the comparabilitshe information presented below.

Years Ended December 31,
2014 2013 2012 2011 2010

(in thousands, except per share data)
Consolidated Statement of Operations Data:

Net revenues $ 343,90: $ 232,84t % 216,67¢ $ 149,52 $ 61,66:
Cost of revenues 230,86: 165,43( 161,39( 120,45: 55,15¢
Gross profit 113,04 67,41¢ 55,28¢ 29,06¢ 6,502
Operating expenses:
Research and development 45,38¢ 34,52 35,60: 25,09¢ 14,29¢
Sales and marketing 41,00: 31,08( 25,97: 17,45¢ 6,55¢
General and administrative 31,08: 23,97( 24,87¢ 15,22¢ 6,36¢
Total operating expenses 117,47. 89,57« 86,44¢ 57,78: 27,21¢
Loss from operations (4,429 (22,159 (31,167 (28,717 (20,717
Other income (expense), net:
Interest expense (1,869 (2,055 (6,43¢€) (3,00€) (919
Other income (expense) (999 (837) 30 (572) (14¢€)
Total other income (expense), net (2,857) (2,897) (6,406 (3,57¢) (1,060
Loss before income taxes (7,286 (25,050 (37,567 (32,290 (21,777
Provision for income taxes (76€) (869) (657) — —
Net loss attributable to common stockholders $ (8,052 $ (25,91) % (38,219 $ (32,290 $ (21,77°)
Net loss per share attributable to common stockds|d
basic and diluted $ 019 $ (0.62) $ 129 % (25.79) % (28.9¢)
Shares used in computing net loss per share dthlaito
common stockholders, basic and diluted 42,90¢ 41,64, 30,74( 1,25¢ 752

As of December 31,
2014 2013 2012 2011 2010

(in thousands)
Consolidated Balance Sheet Data:

Cash and cash equivalents $ 42,03 $ 38,19( $ 45,29¢ $ 51,52« $ 39,99:
Total assets 152,19. 116,66 122,29: 106,24. 59,50:
Debt — 8,671 11,06 14,677 6,90:
Total stockholders’ equity 46,95: 40,20¢ 56,65¢ 13,97« 38,48:

Additional Data:
Working capital $ 56,19( $ 57,14 $ 61,14 $ 29,41° $ 39,75!
Gross margin percentage 32 % 29.C % 255 % 19.4 % 10.5 %
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Item 7. Managemen’s Discussion and Analysis of Financial Condition rad Results of Operations

Forward-Looking Statements

The following discussion and analysis of our finahcondition and results of operations should bad together with our consolidated
financial statements and related notes appearisgwhere in this Annual Report on Forn-K. This discussion contains forward-looking
statements reflecting our current expectations iawdlves risks and uncertainties. In some caseas cam identify forward-looking statements
by terminology such as “may,” “will,” “should,” “expect,” “plan,” “anticipate,” “believe,” “estimate,” “predict,” “intend,” “potential” or
“continue” or the negative of these terms or otlsemparable terminology. For example, statementandigg our expectations as to future
financial performance, expense levels and liquiddyrces are forwarlooking statements. Our actual results and thenipof events may
differ materially from those discussed in our forddooking statements as a result of various fagtamcluding those discussed below and
those discussed in the section entitled “Risk Fadtand elsewhere in this report.

” o« LI ” o« " ow ” o« ” o« LT

Overview

We deliver microinverter technology for the soladustry that increases energy production, simglifiesign and installation, improves
system uptime and reliability, reduces fire saféti and provides a platform for intelligent energgnagement. We were founded in March
2006 and have grown rapidly to become the marlaetdein the microinverter category. Since our fa@nmercial shipment in mid-2008, we
have sold over 7.2 million microinverters as of Braber 31, 2014 , which represents over 1.6 giga&tj of solar PV generating capacity.
We currently offer microinverter systems targeting residential and commercial markets in the Wn8&tes, Canada, the United Kingdom,
France, the Benelux region, certain other Europearkets, Australia and New Zealand.

We sell our microinverter systems primarily to disiitors who resell them to solar installers. Waoaell directly to large installers and
through original equipment manufacturers (“OEMgi§iastrategic partners. Historically, revenues gateer from the U.S. market have
represented more than 80% of our total revenudb,the remainder from Canada, Europe and Asia ieaeifion.

We have experienced significant revenue growthesma first commercial shipment in mid-2008. Our mevenues were $ 343.9
million , $232.8 million and $216.7 million for 2@1, 2013 and 2012 , respectively, which reflectspée market penetration and broader
acceptance of microinverter technology. We incurretllosses of $8.1 million , $25.9 million and $3#illion for 2014 , 2013 and 2012 ,
respectively, as we continued to invest substargsdurces to support the growth of our businestding marketing and developing our
products, expanding into new product markets amgjgphies, maintaining and enhancing our researdfdavelopment operations and
personnel-related costs due to growth in headc@wnt full-time employee headcount has grown from 88December 31, 2012 to 539 at
December 31, 2014.

Recent Operating Results

In 2014, we grew our revenues, improved gross magd operating margin and improved cash flowsidexby operating activities.

We grew our net revenues to $343.9 million in 2Gicompared to $232.8 million in 2013, represgraim increase of $111.1 million or
48 %. Our net loss was $8.1 million in 2014, as parad to a net loss of $25.9 million2013, representing a decrease of $17.8 millio&986.
We generated cash flows from operations of $24[komiin 2014 compared to approximately break-eire2013.

Components of Consolidated Statements of Operations
Net Revenues

We generate net revenues from sales of our micesier systems, which include microinverter units Esmvoy communications gateway
device, and our Enlighten web-based monitoringiserWWe sell to distributors, large installers, Of£#&hd strategic partners.

Our revenue is affected by changes in the volundeaarrage selling prices of our microinverter systedriven by supply and demand,
sales incentives, and competitive product offerifi@ysr revenue growth is dependent on our abilitgeeelop and introduce new products to
meet the changing technology and performance rexpgints of our customers, the diversification arghasion of our revenue base, and our
ability to market our products in a manner thatéases awareness for microinverter technology #fetehtiates us in the marketplace.
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Cost of Revenues and Gross Profit

Cost of revenues is comprised primarily of prodragts, warranty, manufacturing personnel and logistosts, freight costs, depreciat
and amortization of test equipment and hostingisesvwcosts. Our product costs are impacted by tdobital innovations, such as advances ir
semiconductor integration and new product introdnst, economies of scale resulting in lower compogests, and improvements in
production processes and automation. Certain gostsarily personnel and depreciation and amotitzadf test equipment, are not directly
affected by sales volume.

We outsource our manufacturing to third-party cacttmanufacturers and generally negotiate prodicihg with them on a quarterly
basis. We believe our contract manufacturing pasthave sufficient production capacity to meetghmving demand for our products for the
foreseeable future. However, shortages in the gugftertain key raw materials could adversely @ffeur ability to meet customer demand for
our products.

In addition, third parties, including one of oumt@ct manufacturers, serve as our logistics pergithy warehousing and delivering our
products in North America, Europe, Australia andv\ealand.

Gross profit may vary from quarter to quarter angrimarily affected by our average selling prigasduct cost, product mix, warranty
costs (including changes in estimates) and salesneofluctuations resulting from seasonality.

Operating Expenses

Operating expenses consist of research and develdpsales and marketing and general and admitivgtexpenses. Personnel-related
costs are the most significant component of eathasfe expense categories and include salariesfitsepayroll taxes, recruiting costs, sales
commissions, incentive compensation and stock-besegbensation. We expect personnel costs to cantmincrease as we hire new
employees to support our anticipated growth. Weeekthat each of the categories of operating exgediscussed below will increase in
absolute dollars, but will decline as a percentgetal revenues in the long term.

Research and development expense includes persatateld expenses such as salaries, incentive ewafpen, stock-based
compensation and employee benefits. Research aetbgenent employees are engaged in the designerelapment of power electronics,
semiconductors, powerline communications and nétiwgrand software functionality. Research and dgwelent expense also includes third-
party design and development costs, testing anld&i@n costs, depreciation expense and otherdntlzosts. We devote substantial resource
in ongoing research and development programs dicasfon enhancements to and cost efficienciesriexisting products and timely
development of new products that utilize technatabinnovation to drive down product costs, impréwectionality, and enhance reliability.
We intend to continue to invest substantial resesiin our research and development efforts beamegmelieve they are critical to maintaining
our competitive position.

Sales and marketing expense consists primarilyecfgnnel-related expenses such as salaries, coimnsissicentive compensation,
stock-based compensation, employee benefits anel tlaalso includes trade shows, marketing, anstiosupport and other indirect costs. We
expect to continue to make the necessary invesgnernable us to execute our strategy to increasenarket penetration geographically and
enter into new markets by expanding our customse bé distributors, large installers, OEMs andtsgi partners. Historically, substantially
all of our sales have been in the United StatesGamthda. We began selling into France, Italy ardB#nelux region in the fourth quarter of
2011 and commenced volume shipments to such reg@iidhe second quarter of 2012. In addition, wengka sales office in the United
Kingdom during the second quarter of 2012 and bagémping products to the United Kingdom in thedhquarter of 2012. In late 2013, we
expanded into the Australia and New Zealand matietspening a sales office in Australia. We expectontinue to expand the geographic
reach of our product offerings and explore newssalannels in addressable markets in the future.

General and administrative expense consists piliynafrsalaries, incentive compensation, stock-bassdpensation and employee
benefits for personnel related to our executivearice, human resources, information technologylegal organizations. General and
administrative expense also includes facilitiedsand fees for professional services. Professggraices consist primarily of outside legal,
accounting and information technology consultingtso

Other Income (Expense), Net

Other income (expense), net includes interest esgpen amounts outstanding under our term loansiectble note facility and nonast
interest expense related to the amortization of discounts and deferred financing costs. Othesrime (expense), net also includes gains or
losses upon conversion of non-U.S. dollar transastinto U.S. dollars and from foreign currencywfard contracts.
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Provision for Income Taxes

We are subject to income taxes in the countriegevive sell our products. Historically, we have iity been subject to taxation in the
United States because we have sold the vast mya@dritur products to customers in the United StaAsswve have expanded the sale of
products to customers outside the United Statesiave become subject to taxation based on thegforsgatutory rates in the countries where
these sales took place. As sales in foreign jurigais increase in the future, our effective tabe raay fluctuate accordingly. Due to the history
of losses the Company has generated in the UntsdsSsince inception, the Company believes thatitore-likely-than-not that all of its U.S.
and state deferred tax assets will not be reabizedf December 31, 2014 .

Summary Consolidated Statements of Operations

The following table sets forth a summary of our smidated statements of operations for the penwdsented (in thousands):

Years Ended December 31,

2014 2013 2012

Net revenues $ 343,90: $ 232,84t $ 216,67!
Cost of revenues 230,86: 165,43( 161,39(
Gross profit 113,04 67,41¢ 55,28t
Operating expenses:

Research and development 45,38¢ 34,52¢ 35,60

Sales and marketing 41,00: 31,08( 25,97:

General and administrative 31,08: 23,97( 24,87"

Total operating expenses 117,47. 89,57 86,44
Loss from operations (4,429 (22,159 (31,167
Other expense, net (2,857 (2,897 (6,406
Loss before income taxes (7,286 (25,050 (37,567
Provision for income taxes (76€) (8639) (657)
Net loss $ (8,057 $ (25,919 $ (38,219
Comparison of 2014 , 2013 and 2012
Net Revenues
Years Ended December 31, Change in Years Ended December 31, Change in
2014 2013 $ % 2013 2012 $ %
(In thousands, except percentages) (In thousands, except percentages)

Net revenues $ 34390 $ 232,84t $111,05¢ 48% $ 232,84t $ 216,67¢ $ 16,16¢ 7%

2014 Compared to 2018let revenues increased by 48 % to $343.9 millio20h4, as compared to 2013. The increase in nehtms
was primarily driven by sales of our fourth generaimicroinverter, which was launched in mid-20&8¢d continued strength in our core U.S.
residential market. The number of microinvertetsisold increased by 59% from 1,625,000 units ib32@ 2,580,000 units in 2014. Revenue:s
grew year-over year at a slightly slower pace tinaits shipped due to a decline in the averagenggfirice, which was consistent with trends in
the solar industry.

2013 Compared to 201Rlet revenues increased by 7 % to $232.8 mililo2013, as compared to 2012. The increase inavehues we
primarily due to the increase in microinverter arshipped as well as a larger mix of microinveataressories. The number of microinverter
units sold increased by 8% from 1,510,000 unitalh?2 to 1,625,000 units in 2013. Substantiallyalts shipped in both years consisted of
third generation product. Revenues grew year-ogar @t a slightly slower pace than units shippezlaldecline in the average selling price,
which was consistent with trends in the solar itiqus
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Cost of Revenues and Gross Margin

Years Ended December 31, Change in Years Ended December 31, Change in
2014 2013 $ % 2013 2012 $ %
(In thousands, except percentages) (In thousands, except percentages)
Cost of revenues $ 230,86: $ 16543( $ 65,43 40% $ 16543( $ 161,39 $ 4,04( 3%
Gross profit 113,04 67,41¢ 45,62 68% 67,41¢ 55,28¢ 12,12¢ 22%
Gross margin 32.% 29.(% 29.(% 25.5%

2014 Compared to 201&ost of revenues increased by 40% in 2014, as cadpa 2013, while net revenues increased by 48%e
increase in cost of revenues was primarily duentmerease in the number of microinverter unitslgolcustomers, consistent with the overall
increase in net revenues as described above. Giaggn increased by 3.9 percentage points to 32192014, as compared to 29.0% in 2013.
Contributing to the increase was a larger proportibsales from our higher-margin fourth generatigoroinverters sold in 2014 as compared
to 2013. Also contributing to the increase in gnoesgin was lower warranty expense in 2014 as coedp@ 2013. Warranty expense, as a
percentage of net revenues, decreased from 7. P#liB to 3.6% in 2014 primarily due to a decreasadremental provisions (as a percentage
of net revenues) for changes in estimates. In 2@tdemental provisions for changes in estimatpsasented 2.4% of net revenues, as
compared to 4.4% in 2013. In addition, our electtomeasure warranty obligations related to miareiters sold since January 1, 2014 at fair
value improved gross margin by 1.5 percentage poBee Note 7, “Warranty Obligations” to the comtaiked financial statements for further
discussion.

2013 Compared to 201Zost of revenues increased by 3% in 2013, as cadpar2012, while net revenues increased by 7he
increase in cost of revenues was primarily duentmerease in the number of microinverter unitslgolcustomers, consistent with the overall
increase in net revenues as described above. @arggn increased by 3.5 percentage points to 2902013, as compared to 25.5% in 2012,
primarily due to a lower cost per microinvertertuand larger mix of sales from microinverter acoeies. While our third generation product
represented substantially all of 2013 and 2012sate were able to achieve lower per unit cos®0it3, as compared to 2012, due to
production efficiencies gained through experienaé the manufacturing process, which had a faverabpact on gross margin. Costs of
revenues in 2013 and 2012 included warranty expeh$20.3 million and $7.6 million , respectivehgsulting from net changes in estimates,
which reduced gross margin by approximately 4.4&Bdercentage points, respectively. See Not®Varfanty Obligations” to the
consolidated financial statements for further disoon.

Research and Development

Years Ended December 31, Change in Years Ended December 31, Change in
2014 2013 $ % 2013 2012 $ %
(In thousands, except percentages) (In thousands, except percentages)
Research and developmen$ 4538t $ 3452¢ $ 10,86: 31% $ 3452: $ 3560 $ (1,079 (3)%
Percentage of net revenues 13% 15% 15% 16%

2014 Compared to 201Research and development expenses increased $illllon in 2014 as compared to 2013. This incesass
primarily due to a 29% increase in research aneldement headcount, which resulted in increasedmsg of $7.2 million from salaries,
incentive compensation and stock-based compenséati@dldition, there was an increase in outsidd@rashservices of $3.0 million to support
the development of our next generation microinvesystem. The remaining increase of $0.5 milliorswattributed to higher depreciation and
amortization related to research and developmaripatent.

2013 Compared to 201Research and development expenses decreased hyiibd in 2013 as compared to 2012, primarily doe
$1.6 million decrease in outside contract servioffset by a $0.3 million increase in depreciatéomd amortization related to research and
development equipment and a $0.2 million increaggersonnel-related costs.
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Sales and Marketing

Years Ended December 31, Change in Years Ended December 31, Change in
2014 2013 $ % 2013 2012 $ %
(In thousands, except percentages) (In thousands, except percentages)
Sales and marketing $ 41,000 $ 31,08 $ 9,92¢ 3% $ 31,08 $ 2597 $ 5,107 20%
Percentage of net revenues 12% 13% 13% 12%

2014 Compared to 201%ales and marketing expenses increased by $9i8miill 2014 as compared to 2013. This increase was
primarily due to a 30% increase in sales and menggdteadcount, which resulted in increased expeh$8.1 million from salaries, incentive
compensation and stock-based compensation. Iniaadincreased marketing activities mostly frondegahows and use of outside consultant
contributed $1.3 million to the increase. The imsewas partially offset by $0.5 million in bad tedzoveries.

2013 Compared to 2013%ales and marketing expenses increased by $5ibmiill 2013 as compared to 2012, primarily duentyeéases
in customer service headcount and operations iredmand international markets. Personnel-relatsts increased by $4.0 million, which
included a $0.6 million increase in non-cash stbaked compensation. Costs associated with estialglishr presence in Australia contributed
an additional $1.8 million to the increase in 20IBe increase was partially offset by a decreasearketing expenses primarily attributable to
lower expenditures on trade shows of $0.6 million.

General and Administrative

Years Ended December 31, Change in Years Ended December 31, Change in
2014 2013 $ % 2013 2012 $ %
(In thousands, except percentages) (In thousands, except percentages)
General and administrative$ 31,080 $ 23,97( $ 7,11t 3% $ 2397 $ 2487 % (905) (4)%
Percentage of net revenues 9% 10% 10% 11%

2014 Compared to 201&eneral and administrative expenses increased lyrfiflion in 2014 as compared to 2013. This inseewas
primarily due to an increase in personnel-relatestsof $4.6 million related to modest headcouatuin and increases in incentive and stock-
based compensation for existing employees. In madian increase in the use of outside consuliaotsding advisory services for our
secondary offering and acquisition contributed $filion to the increase. The remaining increass af#ributable to facilities-related costs,
information technology costs and other general @@fe expenses.

2013 Compared to 201%eneral and administrative expenses decreased.8yr$llion in 2013 as compared to 2012, primariyaa
result of decreased use of outside consultantpesfdssional services.

Other Income (Expense), Net

Years Ended December 31, Change in Years Ended December 31, Change in
2014 2013 $ % 2013 2012 $ %
(In thousands, except percentages) (In thousands, except percentages)
Other income (expense), ne$ (2,857 $ (2,897 $ 35 1% $ (2,897 $ (6,4060 $ 3,51« 55%

2014 Compared to 2018ther expense remained flat at $2.9 million in 2&hd 2013, respectively, and primarily consistethterest
expense and foreign currency transaction lossd3etember 2014, we recorded $0.3 million of inteexpense related to the write-off of
deferred financing costs and the unaccrued podidhe end of term fee in connection with the vadug prepayment of our term loan with
Hercules Technology Growth Capital, Inc.

2013 Compared to 201®ther expense decreased by $3.5 million in 201aared to 2012. The decrease was primarilybattable
to the $2.8 million charge recorded as intereseasp in 2012 upon conversion of our convertibldifaat our IPO. In addition, interest
expense related to outstanding debt balances wees lo 2013, as compared to 2012, due to loweramesdebt levels.
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Liquidity and Capital Resources

As of December 31, 2014 , we had $42.0 millionastrcand cash equivalents and no debt. Cash an@gastalents held in the United
States were $37.0 million and consisted primarflpan-interest bearing checking deposits, withréraainder held in various foreign
subsidiaries.

The following table summarizes our cash flows f@ periods presented (in thousands):

Year Ended December 31,

2014 2013 2012
Net cash provided by (used in) operating activities $ 24,22: % 872 $ (44,649
Net cash used in investing activities (16,539 (6,257%) (12,990
Net cash (used in) provided by financing activities (3,347 (58) 51,43¢

Cash Flows from Operating Activities

For 2014, net cash provided by operating activitvas $24.2 million . Our net loss of $8.1 milliomsvmore than offset by non-cash
charges and net changes in operating assets &iliia. Non-cash charges included $9.7 milliorstifick-based compensation, $8.3 million of
depreciation and amortization and $1.4 million tfev non-cash charges. In addition, cash provigedeh changes in operating assets and
liabilities was $12.8 million .

Sources of cash totaled $34.1 million resultingrfran increase of $25.3 million in accounts payadterued and other liabilities, an
increase of $5.3 million in deferred revenues améharease of $3.5 milliom warranty obligations. The increases in accopaigble, deferre
revenues and warranty obligations were primarilsiattable to higher sales volume and inventorychases. Accrued and other liabilities
increased primarily due to amounts due under onualincentive compensation plan.

Uses of cash included a $13.7 million increasecooants receivable, a $5.0 million increase in mwey and a $2.5 million increase in
prepaid expenses and other assets. The increaseprivaarily attributable to higher sales volumel &igher inventory requirements to supy
anticipated year-over-year sales growth in the fjterter of 2015.

For 2013, net cash used in operating activities $@a8 million. Our net loss of $25.9 million wadstantially offset by non-cash charges
and net changes in operating assets and liabilXies-cash items included $7.0 million of deprgoiatand amortization, $6.9 million of stock-
based compensation, a provision for doubtful actah$0.7 million and $0.4 million of non-cashergst expense. In addition, cash provided
by net changes in operating assets and liabikities $10.0 million.

For 2012, net cash used in operating activities $4as6 million primarily resulting from a net los§$38.2 million. The net loss was
partially offset by non-cash items including, degméon and amortization of $5.6 million, stock-bdsompensation of $4.8 million and
interest expense of $4.8 million. In addition, #ffect of changes in net operating assets anditiabiresulted in the use of cash totaling $22.2
million.

Cash Flows from Investing Activities
Net cash used in investing activities primarilyatek to capital expenditures to support our growth.

For 2014 , net cash used in investing activitie$18.5 millionincluded purchases of test and assembly equipnneinth@ development
software for internal use. In addition, we acquisethstantially all of the assets of Next PhaserSbia. (“NPS”) for an initial cash
consideration of $2.5 million, which includes $@ndlion being held back to cover indemnificationlightions of the selling party and recorded
as restricted cash. In a separate transactionuveh@sed certain patents related to system intaemtion and photovoltaic AC module
construction for $0.8 million.

For 2013, net cash used in investing activitie$@®8 million included purchases of test and assgetuipment and the development of
software for internal use.

For 2012, net cash used in investing activitie$X8.0 million included purchases of test equipnzet expenditures on leasehold
improvements and furniture and fixtures in conrattiith our relocation to a new headquarter facilit
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Cash Flows from Financing Activities

For 2014, net cash used in financing activitiesstsied of $8.7 million related to repayment ofaltstanding principal under our term
loan and equipment financing facility, offset by.4illion received from common stock issuance pans to our equity incentive plans.

For 2013, net cash used by financing activities waignificant. Cash received from common stockidggge pursuant to our equity
incentive plans was $2.4 million. These inflowsagh were offset by principal repayments of teram&of $2.4 million.

For 2012, net cash provided by financing activipesarily consisted of net proceeds of $56.4 miilreceived from our IPO, after
deducting underwriting discounts and commissiorts@her offering costs paid during 2012. Cash uisdthancing activities consisted of
$14.1 million in principal repayments of term loargd $1.0 million in financing costs associatechweitering into new credit facilities in
November 2012. This was partially offset by $10i0iom in proceeds from term loan borrowing

Debt and Revolving Credit Facility

We ended 2014 with no debt and $42.0 million ohcaisd cash equivalents. As of and for the year@biember 31, 2014, we were
compliance with all financial and non-financial emants under our credit facility.

Revolving Credit Facility

We have a $50.0 million revolving credit facilitthé “Revolver”) with Wells Fargo Bank, N.A. (“Wellsargo”) that was entered into in
November 2012 and subsequently amended in Feb20dr to extend the maturity date to November 20h&. amount of loans available
be drawn under the Revolver is subject to a bomgvbiase calculation that limits availability to @gentage of eligible domestic accounts
receivable plus a percentage of the value of dégllomestic inventory, less certain reserves. Lasnaer the Revolver bear interest in cash at
an annual rate equal to, at our option, either LIRB® a “base ratethat is comprised of, among other things, the priate, plus a margin thai
between 1.5% and 4.258epending on the currency borrowed and the spdeifio of repayment. The Revolver contains custoraffigmative
and negative covenants and events of default, equires us to maintain at least $15.0 million q@idity at all times, of which at least $5.0
million must be undrawn availability. To date, wavk not drawn on the Revolver and approximately.&8&illion was available for borrowing
as of December 31, 2014 based on eligible accaan&ivable and inventory balances pursuant to gheement.

Full Repayment of Term Loan

On November 7, 2012, we entered into a Loan andrdg@greement (“Loan Agreement”) with Herculeschaology Growth Capital,
Inc. (“Hercules”) and made an initial draw of $7dlion . In addition, the Loan Agreement provided5.6 million in additional borrowing
capacity, which expired undrawn on March 31, 2@errowings under the Loan Agreement bore intereahaannual rate equal to the higher
of (i) the prime rate plus 8.25% or (b) 11.5% . lants for the first 15 months were for interestyaamd equal monthly payments thereafter
through the maturity date of August 1, 2016 werariterest and principal. The Loan Agreement inellid fixed $0.6 million back-end fee due
on the earlier of prepayment in full or upon expima of the Loan Agreement. Borrowings under thah@greement were secured by a pledg
of substantially all of our assets other than latélal property. The Loan Agreement did not inelashy financial covenants.

On December 8, 2014, we repaid all of the $5.8ionilin outstanding indebtedness including accragéetést and related fees thereon
and terminated the Loan Agreement, which was sdbdda mature on August 1, 2016.

Full Repayment of Equipment Financing Facility

On June 13, 2011, we entered into a $5.0 millianggent financing facility with Hercules with a &® year term. Borrowings under the
equipment financing facility had a variable inténede set at the higher of 5.75% above the prandihg rate and 9.0% annually. Borrowings
were secured by the financed equipment and restiigt ability to pay dividends and take on certgpes of additional liens. On July 1, 2014,
the equipment financing facility expired in accarda with its terms and all remaining amounts outitag were repaid in full.

36




Table of Contents

Operating and Capital Expenditure Requirements

Our future capital requirements may vary materiadlyhe future and will depend on many factorsjudag, but not limited to, our rate
of revenue growth, the expansion of our sales aadketing activities and the timing and extent afrsging to support product development
efforts and other costs necessary to support catesly.

We believe our current cash and cash equivalerd®0 million as of December 31, 2014 , togethiéh Worrowings expected to be
available under our Revolver with Wells Fargo, Wil adequate to fund our planned capital expereditand working capital requirements o
the next 12 months.

If additional sources of liquidity were needed, nvay consider new debt or equity offerings, butéhemo assurance that such
transactions could be consummated on acceptalohs t@rat all. Failure to raise sufficient capitddem needed could have a material adverse
effect on our business, results of operations arah€ial position.

Contractual Obligations

The following table summarizes our outstanding @sttial obligations as of December 31, 2014 :

Payments Due by Period
Total Less Than 1 Year 1-3 Years 4-5 Years More Than 5 Years

(in thousands)

Operating leases 15,07 1,98( 4,03¢ 4,00t 5,051
Purchase commitments under agreements

(1) 36,80« 36,80 — — —
Total $ 51,87¢ $ 38,78¢ % 4,03¢ % 4,008 $ 5,051

(1) Represents amounts associated with our cdntracufacturers that are non-cancelable. Such paechbommitments are based on our
forecasted manufacturing requirements and typigalbywide for fulfilment within agreed upon leadntés and/or commercially standard
lead-times for the particular part or product. Tineing and amount of payments represent our beéishae and may change due to
changing business needs and other factors. Oldigatinder contracts that we can cancel withoujrfsiant penalty are not included
the table above.

We have a contingent consideration arrangementhwieiguires us to pay additional cash paymentsasdfiing party of our business
acquisition based on certain defined 2015 and 28énue targets. The fair value of the contingensweration arrangement at December 31
2014 was $2.3 million. Amounts are payable in e2fl§6 and 2017. Depending on the attainment o$pleeified targets, the potential paym
for each year ranges from zero to $2.8 million.aA®sult, the contingent consideration arrangemastot been included in the table above.

As of December 31, 201,4he liability recorded for uncertain tax positigncluding associated interest and penalties,apasoximately
$0.7 million. Since the ultimate amount and timofgash settlements cannot be predicted due tbitfiredegree of uncertainty, liabilities for
uncertain tax positions are excluded from the @mttral obligations table. See Note 13, “Income $axe the consolidated financial
statements.

Off-Balance Sheet Arrangements

As of December 31, 2014 , we did not have any afébce-sheet arrangements as defined in Item 3@}({@)of Regulation S-K.

Critical Accounting Policies

The preparation of our consolidated financial steglets and related notes requires us to make judgirestimates and assumptions that
affect the reported amounts of assets, liabilitiegenue and expenses, and related disclosurenthgent assets and liabilities. We have base
our estimates on historical experience and on uaraiher assumptions that are believed to be rahtonnder the circumstances, the results «
which form the basis for making judgments about the

37




Table of Contents

carrying values of assets and liabilities thatravereadily apparent from other sources. Actualltesnay differ from these estimates under
different assumptions or conditions.

For a description of our significant accountingigiels, see Note 2, “Summary of Significant AccongtPolicies” to our consolidated
financial statements. An accounting policy is cdesid to be critical if it requires an accountisgjiraate to be made based on assumptions
about matters that are highly uncertain at the timeestimate is made, and if different estimédtas teasonably could have been used, or
changes in the accounting estimates that are rebkolikely to occur periodically, could materialijpact the consolidated financial
statements. We believe the following critical aatting policies reflect the more significant estiegtind assumptions used in the preparation
of our consolidated financial statements.

Revenue Recognitio

We generate revenue from sales of our microinveststems, which include microinverter units andted accessories, an Envoy
communications gateway device, and an Enlightenas®d monitoring service, to distributors, lamygallers, OEMs and strategic partners.
Enlighten service revenue represented less thaaf1be total revenues for all periods presented.

Revenues from sales of microinverters and relatedssories, and communication gateways are recadjmiben: (i) persuasive evider
of an arrangement exists; (ii) delivery of the proi$ has occurred in accordance with the termseo§ales agreement and title and risk of loss
have passed to the customers; (iii) the sale psidixéd or determinable; and (iv) collection isseaably assured. Provisions for rebates, sales
incentives, and discounts to customers are accddioteas reductions in revenue in the same pelieddlated sales are recorded.

Sales of an Envoy communications gateway devidedecthe Enlighten web-based monitoring services dlfocation of revenue
between the two deliverables is based on our Is¢ish&te of selling price determined by considermgtiple factors including, internal costs,
gross margin and historical pricing practices. AftBocating the overall consideration from sucle ¢a each deliverable using a best estimate
of the selling price, (i) revenue from the saldof/oy devices is recognized upon shipment, assuaiimajher revenue recognition criteria hi
been met and (ii) revenue from the web-based mangservice is recognized ratably over the estmiaconomic life of the related Envoy
devices of 10 years.

Inventory

Inventory is valued at the lower of cost or mark®e determine cost on a first-in first-out basiert@in factors could affect the realizable
value of its inventory, including customer demand aarket conditions. Management assesses thetioalwen a quarterly basis and writes
down the value for any excess and obsolete invemased upon expected demand, anticipated sates pffect of new product introductions,
product obsolescence, customer concentrationsyptogerchantability and other factors. Inventorytevdowns are equal to the difference
between the cost of inventories and their estimagtdealizable market value. In 2014 and 2013teaddowns of inventories were insignificant.
In 2012, we recorded write-downs of inventorie$018 million.

Business Combination

We allocate the fair value of purchase considematicthe tangible and intangible assets acquired Jiabilities assumed based on their
estimated fair values at the acquisition date. \B&judgment to estimate the fair value of contingensideration (a component of the purcl
consideration), identify all the tangible and irgédote assets acquired, estimate the fair valubede assets, estimate the useful life of the a
and assess the appropriate method for recognigpediation or amortization expense over the asssgful life. We believe that the
accounting estimates related to purchase priceatltns are critical accounting estimates becdusassumptions impact the amounts and
classifications of assets and liabilities preseimeslir consolidated balance sheets, the futureuainaf amortization and depreciation expense
that will be recorded in our consolidated staterm@fitoperations, and the amount of goodwill whidh lae subject to impairment testing
performed in subsequent periods. Critical estimaiegluing contingent consideration include b aot limited to probabilities applied to
multiple payout scenarios and a risffjusted discount rate. Critical estimates in vajuntangible assets (i.e. customer relationshipdide bu
are not limited to future expected cash flows frrustomer relationships and customer attrition rd¢esagement’s estimates of fair value are
based upon assumptions believed to be reasonablehich are inherently uncertain and unpredictalold, as a result, actual results may d
from estimates.
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Warranty Obligations

Microinverters Sold Through December 31, 2013

Our warranty accrual provides for the replacemémicroinverter units that fail during the productvarranty term ( 15 years for first
and second generation microinverters and up toeassyfor third and fourth generation microinvete®n a quarterly basis, we employ a
consistent, systematic and rational methodologstess the adequacy of its warranty liability. Hsisessment includes updating all key
estimates and assumptions for each generatiorodiipt, based on historical results, trends andrbst current data available as of the filing
date. The key estimates and assumptions used imairanty liability are thoroughly reviewed by maeaent on a quarterly basis. The key
estimates used by us to estimate its warrantylitlaire: (1) the number of units expected to &ier time (i.e. failure rate); (2) the number of
failed units expected to result in warranty claionsr time (i.e. claim rate); and (3) the per uwnistcof replacement units, including outbound
shipping and limited labor costs, expected to loeiired to replace failed units over time (i.e. aggiment cost).

Estimated Failure Rates—Our Quality and Reliability department has primeggponsibility to determine the estimated failuates for
each generation of microinverter. To establishdhfailure rate estimates for each generation wfomnverter, our quality engineers use a
combination of industry standard MTBF (Mean TimeM@een Failure) estimates for individual componextistained in its microinverters,
third party data collected on similar equipmentldged in outdoor environments similar to those imiah our microinverters are installed, and
rigorous long term reliability and accelerated tfgcle testing which simulates the service lifétaf microinverter in a short period of time. As
units are deployed into operating environmentscam@inue to monitor product performance via ouri@titen monitoring platform. It typically
takes three to nine months between the date obsalelate of end-user installation. Consequentiy ability to monitor actual failures of units
sold similarly lags by three to nine months. Whemieroinverter fails and is returned, we performegdostic root cause failure analysis to
understand and isolate the underlying mechanisca{sjing the failure. We then use the results sfahilysis (combined with the actual,
cumulative performance data collected on thosesyaribr to failure via Enlighten) to draw conclussowith respect to how or if the identified
failure mechanism(s) will impact the remaining ardeployed in the installed base.

Estimated Claim Rates—Warranty claim rate estimates are based upon asmspvith respect to expected customer behavier the
warranty period. As the vast majority of our mieneérters have been sold to end users for resideqjdications, we believe that warranty
claim rates will be affected by changes over timeesidential home ownership because we expecstiesequent homeowners are less likely
to file claims than the homeowners who originallyghase the microinverters.

Estimated Replacement CostsFhree factors are considered in our analysis afh@séd replacement cost: (1) the estimated cost of
replacement microinverters; (2) the estimated twship replacement microinverters to end userd;(@nthe estimated labor reimbursement
expected to be paid to third party installers paniog replacement services for the end user. Becauswarranty provides for the replacemen
of defective microinverters over long periods aiféi (either 15 or 25 years, depending on the gdnarat product purchased), the estimated
per unit cost of current and future product genenatis considered in the estimated replacement Esimated costs to ship replacement units
are based on observable, market-based shipping gaist by us to third party freight carriers. Weda separate program that allows third-
party installers to claim fixed-dollar reimbursertgefor labor costs they incur to replace failed nmilcverter units for a limited time from the
date of original installation. Included in our estited replacement cost is an analysis of the nuofifeced-dollar labor reimbursements
expected to be claimed by third party installersrate limited offering period.

If actual failure rates, claim rates, or replacehuasts differ from our estimates in future periotisanges to these estimates would be
required, resulting in increases or decreasesilinvaaranty obligations. Such increases or decreesalsl be material.

Fair Value Option for Microinverters Sold Since Jaruary 1, 2014

Our warranty obligations related to microinvertsodd since January 1, 2014 provide us the rightnbtithe requirement, to assign our
warranty obligations to a third-party. Under Accting Standards Codification (“ASC”) 825—Financiaktruments, (“fair value option”), an
entity may choose to elect the fair value optionsfach warranties at the time it first recognies ¢ligible item. We made an irrevocable
election to account for all eligible warranty olaligpns associated with microinverters sold sinceidey 1, 2014 at fair value. This election was
made to reflect the underlying economics of theetiralue of money for an obligation that will betkeet over an extended period of up to 25
years.
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We estimate the fair value of warranty obligatibyscalculating the warranty obligations in the samenner as for sales prior to January
1, 2014 and applying an expected present valuaiged to that result. The expected present valthknigue, an income approach, converts
future amounts into a single current discountedwarmdn addition to the key estimates of failureega claim rates and replacement costs, we
used certain inputs that are unobservable andfisigni to the overall fair value measurement. Sadtitional assumptions included
compensation comprised of a profit element andpisknium required of a market participant to asstimeeobligation and a discount rate bz
on our credit-adjusted risk-free rate. See No{gRair Value Measurements”) to the consolidatedficial statements for additional
information.

Recent Accounting Pronouncements Not Yet Effect

In May 2014, the Financial Accounting Standardsrddqa-ASB”) issued Accounting Standards Update ((KBNo. 2014-09 (Topic
606), Revenue from Contracts with Customers, whithreplace most existing revenue recognition guide under US GAAP. The updated
standard’s core principle is that revenue is recmghwhen promised goods or services are transféoreustomers in an amount that reflects
the consideration to which an entity expects tefiled in exchange for those goods or servichs. Standard generally requires an entity to
identify performance obligations in its contragtstimate the amount of variable consideration toebeived in the transaction price, allocate
the transaction price to each separate performalpiggation, and recognize revenue as obligatiopssatisfied. In addition, the updated
standard requires additional disclosure about #tera, amount, timing and uncertainty of revenuk @ash flows arising from customer
contracts. ASU 2014-09 is effective for annual artdrim periods beginning after December 15, 2@a6ly adoption is not permitted.
Accordingly, the ASU will be effective for us beging in the first quarter of 2017. We are curremlaluating the impact of the adoption or
consolidated financial statements.

No other new accounting pronouncement issued ec&fe in 2014 had or is expected to have a méafer@act on the consolidated
financial statements.
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ltem 7A. Quantitative and Qualitative Disclosures &out Market Risk

Foreign Currency Exchange Risk

We operate and conduct business in foreign cosnivigere our foreign entities use the local curreacyheir respective functional
currency and, as a result, are exposed to movernmefaseign currency exchange rates. More spedificave face foreign currency exposure
from the effect of fluctuating exchange rates oyatdes and receivables relating to transactiorntsatteadenominated in Euros, British Pounds
and Australian and New Zealand Dollars. These pagadnd receivables primarily arise from salesust@amers and intercompany transactis
We also face currency exposure that arises fronslaéing the results of our European, Australiath ldew Zealand operations, including sales
and marketing and research and development expagndbs U.S. dollar at exchange rates that hawaufated from the beginning of a
reporting period.

We utilize foreign currency forward contracts tduee the impact of foreign currency fluctuationated to anticipated cash receipts
from expected future revenues denominated in Eamdsintercompany transaction gains or losses. dheacts we enter into typically have
maturities of less than one year. We do not enterderivative financial instruments for tradingspeculative purposes. The foreign currency
forward contracts are accounted for as derivativiesreby the fair value of the contracts is repoeedther current assets or current liabilities
in the accompanying consolidated balance sheadsgains and losses resulting from changes in theditue are reported in other income
(expense), net, in the accompanying consolidatgdrsients of operations.

The following table presents the fair values of outstanding foreign currency forward contract®aetember 31, 2014 and 2013 (in
thousands):

December 31, December 31,
2014 2013
Assets:
Foreign currency forward contracts $ 76 $ 32t
Liabilities:
Foreign currency forward contracts $ — 60¢

As of December 31, 2014 and 2013, the aggregass grational amounts of outstanding foreign currdneyard contracts, all with
maturities of less than one year, were $1.5 miliad $12.5 million , respectively. We recorded $@iBion of net gains in 2014 and $0.4
million and $0.5 million of net losses in 2013 &@il2, respectively, related to foreign currencyviand contracts.

The foreign currency exchange rate risk associatddour forward currency exchange contracts istéohas the exposure is substanti
offset by exchange rate changes of the underlyguéd amounts. All outstanding open forward cotdratDecember 31, 2014 have
maturities of less than one year.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Stockholders of Egghanergy, Inc.:

We have audited the accompanying consolidated balsineets of Enphase Energy, Inc. and subsidighesCompany”) as of
December 31, 2014 and 2013, and the related cdasedl statements of operations, comprehensivedtskholders’ equity, and cash flows
for each of the three years in the period endece®Dber 31, 2014. These financial statements aregponsibility of the Company’s
management. Our responsibility is to express aniopion these consolidated financial statementsdas our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighafBioUnited States). Those
standards require that we plan and perform thet &dndbtain reasonable assurance about whethdindrecial statements are free of material
misstatement. The Company is not required to hamewere we engaged to perform, an audit of isrirdl control over financial reporting.
Our audit includes consideration of internal cohtnger financial reporting as a basis for desigranglit procedures that are appropriate in the
circumstances, but not for the purpose of exprgsamopinion on the effectiveness of the Compamg&rnal control over financial reporting.
Accordingly, we express no such opinion. An autiibancludes examining, on a test basis, evidenpparting the amounts and disclosures in
the financial statements, assessing the accouptingiples used and significant estimates made dgagement, as well as evaluating the
overall financial statement presentation. We belithat our audits provide a reasonable basis foopimion.

In our opinion, such consolidated financial statetag@resent fairly, in all material respects, tin@ricial position of Enphase Energy, |
and subsidiaries as of December 31, 2014 and 20ti3the results of their operations and their ¢lasts for each of the three years in the
period ended December 31, 2014, in conformity &itbounting principles generally accepted in thetdthStates of America.

/sl Deloitte & Touche LLP

San Jose, California
March 3, 2015
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ENPHASE ENERGY, INC.

Consolidated Balance Sheets
(In thousands, except par value)

December 31,

2014 2013
ASSETS
Current assets:
Cash and cash equivalents $ 42,03. $ 38,19(
Accounts receivable, net of allowances of $569%2600 at December 31, 2014 and 2013, respectively 45,11¢ 32,08¢
Inventory 21,59( 16,58(
Prepaid expenses and other 6,15¢ 3,65¢
Total current assets 114,89t 90,50¢
Property and equipment, net 30,82« 24,85:
Goodwill 3,74¢ —
Intangibles, net 1,811 28€
Other assets 91€ 1,021
Total assets $ 152,19: $ 116,66¢
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable $ 22,31¢  $ 7,36:
Accrued liabilities 26,03¢ 14,78(
Deferred revenues 2,743 2,77:
Warranty obligations, current portion (includesl®b and $0 measured at fair value at December®4 and
2013, respectively) 7,607 4,94z
Current portion of term loans — 3,507
Total current liabilities 58,70¢ 33,36¢
Long-term liabilities:
Deferred revenues, noncurrent 16,61: 11,28¢
Warranty obligations, noncurrent (includes $2,48@ 0 measured at fair value at December 31, 20d4 a
2013, respectively) 26,33 25,49(
Other liabilities 3,58¢ 1,15¢
Term loans, noncurrent — 5,17(C
Total long-term liabilities 46,53¢ 43,09¢
Total liabilities 105,24( 76,46
Commitments and contingencies
Stockholders’ equity:
Preferred stock, $0.00001 par value, 10,000 slaaré®rized; none issued and outstanding — —
Common stock, $0.00001 par value, 100,000 shatesraed; 43,756 and 42,123 shares issued anchodisg
at December 31, 2014 and 2013, respectively — —
Additional paid-in capital 208,02: 192,91¢
Accumulated deficit (160,99) (152,939
Accumulated other comprehensive income (loss) (79 22¢
Total stockholders’ equity 46,95 40,20¢
Total liabilities and stockholders’ equity $ 152,19. § 116,66¢

See Notes to Consolidated Financial Statements.
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ENPHASE ENERGY, INC.

Consolidated Statements of Operations
(In thousands, except per share data)

Years Ended December 31,

2014 2013 2012
Net revenues $ 343,90: $ 232,84t $ 216,67!
Cost of revenues 230,86: 165,43( 161,39(
Gross profit 113,04: 67,41¢ 55,28¢
Operating expenses:
Research and development 45,38¢ 34,52 35,60
Sales and marketing 41,00: 31,08( 25,97
General and administrative 31,08t 23,97( 24.,87"
Total operating expenses 117,47. 89,57 86,44
Loss from operations (4,429 (22,159 (31,167
Other income (expense), net:
Interest expense (1,869 (2,05%) (6,43¢€)
Other income (expense) (9949) (837) 3C
Total other expense, net (2,857) (2,897) (6,40€)
Loss before income taxes (7,286 (25,05() (37,567
Provision for income taxes (76€) (86%) (6517)
Net loss attributable to common stockholders $ (8,059 $ (25,91) $ (38,219
Net loss per share attributable to common stoclkdrs|dasic and diluted $ (0.19 % (0.62) $ (1.29)
Shares used in computing net loss per share dthikto common stockholders,
basic and diluted 42,90: 41,64° 30,74(

See Notes to Consolidated Financial Statements.
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ENPHASE ENERGY, INC.

Consolidated Statements of Comprehensive Loss
(In thousands)

Years Ended December 31,

2014 2013 2012
Net loss attributable to common stockholders $ (8,059 $ (25,919 $ (38,219
Other comprehensive income (loss):
Foreign currency translation adjustments (308) 177 (32
Other comprehensive income (loss): (30¢) 177 (32)
Comprehensive loss attributable to common stockteld $ (8,360 $ (25,730 $ (38,249

See Notes to Consolidated Financial Statements.
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ENPHASE ENERGY, INC.

Convertible Preferred

Consolidated Statements of Stockholders’ Equity
(In thousands, except per share data)

Accumulated
Other Total

BALANCE—December 31, 2011
Issuance of common stock under
employee stock plans
Stock-based compensation
Common stock issued upon initial

public offering (“IPQ”"), net of
offering costs

Conversion of convertible preferre
stock into common stock upon
IPO

Conversion of convertible notes a
paid-in-kind interest into common
stock upon IPO

Reclassification of preferred stocl
warrant liability to APIC upon IP¢

Net loss

Foreign currency translation
adjustment

BALANCE—December 31, 2012

Issuance of common stock under
employee stock plans

Stock-based compensation

Issuance of common stock upon |
exercise of warrants

Net loss

Foreign currency translation
adjustment

BALANCE—December 31, 2013

Issuance of common stock under
employee stock plans

Stock-based compensation

Issuance of common stock upon
cashless exercise of warrants

Net loss

Foreign currency translation
adjustment

BALANCE—December 31, 2014

Common Stock Additional  Accumulated Comprehensive Stockholders’
Paid-In

Amount Shares Amount Capital Deficit Income (Loss) Equity
93,59¢ 1,69¢ — 9,10: (88,809 83 13,97
13¢ — 25k 25k

4,76¢ 4,76¢

10,31¢ — 53,82¢ 53,82¢

(93,59¢  25,17: — 93,59¢ —
3,53¢ — 21,20¢ 21,20«

87¢ 87¢
(38,219 (38,219
(32) (32)

— 40,85¢ — 183,62¢ (127,029 52 56,65¢
1,25¢ — 2,43¢ 2,43¢

6,84¢ 6,84¢

12 - - -

(25,917 (25,919

177 177

— 42,12 % — $192,91¢ $(152,93) $ 22¢ $ 40,20¢
1,57 — 5,36¢ 5,36¢

9,74( 9,74(

56 — — —

(8,057) (8,057)

(30¢) (30¢)

—  4375¢ $ — $208,02: $(160,99) $ (799 $ 46,95:
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ENPHASE ENERGY, INC.
Consolidated Statements of Cash Flows
(In thousands)

Years Ended December 31,

2014 2013 2012
Cash flows from operating activities:
Net loss $ (8,057 $ (25,91) $ (38,21%)
Adjustments to reconcile net loss to net cash usegerating activities:
Depreciation and amortization 8,25¢ 6,981 5,56¢
Provision for doubtful accounts 711 67¢ 1,06¢
Net loss on disposal of assets 24¢ 82 12
Non-cash interest expense 482 42¢ 4,777
Stock-based compensation 9,74( 6,84¢ 4,76¢
Change in fair value of convertible preferred steekrants — — (520
Changes in operating assets and liabilities (natqfbisition):
Accounts receivable (13,74¢) (5,019 (11,040
Inventory (5,010 3,26 (8,61%)
Prepaid expenses and other assets (2,547 (2,450 (7173)
Accounts payable, accrued and other liabilities 25,32t (1,459 4,17¢
Warranty obligations 3,50¢ 9,09/ 12,60(
Deferred revenues 5,30z 5,581 (18,619
Net cash provided by (used in) operating activities 24,22 (872 (44,64%)
Cash flows from investing activities:
Purchases of property and equipment (13,249 (6,257%) (22,99()
Purchase of patents (750 — —
Acquisition of a business (2,23%) — —
Change in restricted cash (See Note 5) (300 — —
Net cash used in investing activities (16,539 (6,257 (22,990
Cash flows from financing activities:
Principal payments under capital leases — (40) (9€)
Proceeds from borrowings under term loans — — 10,00(
Payments of financing costs — — (1,037)
Repayments of term loans (8,709¢) (2,447 (14,109
Proceeds from issuance of common stock under emglstock plans 5,36¢ 2,42¢ 25E
Proceeds from issuance of common stock in IPOpfhatderwriting discounts and commissions — — 58,60¢
Payment of offering costs — — (2,19¢)
Net cash (used in) provided by financing activities (3,349 (58) 51,43¢
Effect of exchange rate changes on cash (504) 83 (32)
Net increase (decrease) in cash and cash equivalent 3,84: (7,109 (6,230
Cash and cash equivalents — Beginning of period 38,19( 45,29: 51,52¢
Cash and cash equivalents — End of period $ 42,03: $ 38,19 $ 45,29¢
Supplemental disclosures of cash flow information:
Cash paid for interest $ 1,38 % 1,391 % 1,681
Cash paid for income taxes $ 47z $ 89¢ $ —
Non-cash financing and investing activities:
Purchases of property and equipment included iowats payable $ 1,840 $ 837 $ 772
Conversion of convertible notes into common stgorulPO $ — 3 — % 21,20
Acquisition-related contingent consideration liéfil $ 2,30C $ — $ =
$ —  $ —  $ 87¢

Reclassification of convertible preferred stock naat liability to additional paid-in capital upoRO

See Notes to Consolidated Financial Statements.
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ENPHASE ENERGY, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2014 , 2013 and 2012

1. DESCRIPTION OF BUSINESS

Enphase Energy, Inc. and subsidiaries (the “Compal®signs, develops, and sells microinverter systéor the solar photovoltaic
industry. The Company was incorporated in 2006k@ghn selling its products in 2008. The Companytgamverter system consists of (i) an
Enphase microinverter and related accessoriestimaiert direct current (“DC”) power to grid-compiiaalternating current (“AC”) power;

(i) an Envoy communications gateway device thdlects and transmits performance information fraaatesolar module to the Company’s
hosted data center; and (iii) the Enlighten webebasoftware platform that collects and processiedriformation to enable customers to
monitor and manage their solar power systems. Tdmepgany sells microinverter systems primarily tarilisitors who resell them to solar
installers. The Company also sells directly to dairstallers as well as through original equipmeanufacturers (“OEMs”) and strategic
partners. The Company also offers operations andtemance services for photovoltaic (“PV”) systamduding preventive and corrective
maintenance, solar panel cleaning and solar systenmissioning.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of Presentation and Consolidatic

The accompanying consolidated financial statemamgrepared in accordance with accounting priasigkenerally accepted in the
United States (“US GAAP”). The consolidated fina@tatements include the accounts of the Compadyta wholly-owned subsidiaries. All
intercompany balances and transactions have beeimaled in consolidation.

Certain amounts in the prior years' consolidatedrftial statements have been reclassified to confoithe current year presentation,
including separately presenting balances for “Wagrabligations”in current liabilities on the consolidated balasbeets and under change
operating assets and liabilities on the consolilatatements of cash flows. In addition, the badgfoc “Intangibles, net” which was combined
with other current assets on the consolidated balaheets in the prior year has been reclassdiadseparate line item to conform with the
current year presentation.

Use of Estimates

The preparation of the Company’s consolidated firgrstatements in conformity with US GAAP requireanagement to make
estimates and assumptions that affect the repartemlints of assets and liabilities, disclosure otiogent assets and liabilities at the date ©
financial statements and the reported amountsooinme and expenses during the reporting period.eTés$mates are based on information
available as of the date of the financial statesigherefore, actual results could differ mateyiflbm management’s estimates using different
assumptions or under different conditions.

Revenue Recoghnitio

The Company generates revenue from sales of itomierter systems, which include microinvertertsigind related accessories, an
Envoy communications gateway device, and an Erdighteb-based monitoring service, to distributasge installers, OEMs and strategic
partners. Enlighten service revenue representsdhes 1% of the total revenues for all periods@néed.

Revenues from sales of microinverters and relatedssories, and communication gateways are recedyaiben: (i) persuasive evider
of an arrangement exists; (ii) delivery of the pro has occurred in accordance with the termbeogales agreement and title and risk of loss
have passed to the customer; (iii) the sale psi¢xéd or determinable; and (iv) collection isseaably assured. Provisions for rebates, sales
incentives, and discounts to customers are accddioteas reductions in revenue in the same pelieddlated sales are recorded.

Sales of an Envoy communications gateway devidedecthe Enlighten web-based monitoring services @lfocation of revenue
between the two deliverables is based on the Copphrst estimate of selling price determined bysigdering multiple factors including,
internal costs, gross margin and historical priginactices. After allocating the overall considenafrom such sale to each deliverable using a
best estimate of the selling price, (i) revenuenftbe sale of Envoy devices is recognized uponnséif, assuming all other revenue
recognition criteria have been met and (i) revefiam the
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web-based monitoring service is recognized ratalér the estimated economic life of the relateddymdevices of 10 years.

Deferred revenues consist of payments received fnastomers in advance of revenue recognition ferGbmpany’s products and
services described above. As of December 31, 20d42813, deferred revenues consist entirely ofghtdin service revenue.

Cost of Revenues

The Company includes the following in cost of rewest product costs, warranty, manufacturing permsiosnd logistics costs, freight
costs, inventory write-downs, hosting services oslated to the Company’s Enlighten service affgrand depreciation and amortization of
manufacturing test equipment.

Cash and Cash Equivalents

The Company considers all highly liquid investmestgch as certificates of deposit and money manisetuments with maturities of
three months or less at the time of acquisitiobhe@ash equivalents. For all periods presentedagth balances consist of amounts held in nor
interest-bearing deposits and money market accounts

Fair Value of Financial Instruments

The carrying amounts of the Company’s cash and egslvalents, accounts receivable, accounts payalaleccrued liabilities
approximate fair value because of the short matofithose instruments.

Foreign Currency Forward Contracts

The Company operates and conducts business igfoceuntries where its foreign entities use thallearrency as their respective
functional currency. As a result, the Company igased to movements in foreign currency exchangsrathe Company utilizes foreign
currency forward contracts to reduce the impadbadign currency fluctuations related to anticightash receipts from expected future
revenues denominated in Euros and British Poundgesas from intercompany transaction gains oséss The foreign currency forward
contracts are accounted for as derivatives whettebyair value of the contracts is reported asrotherent assets or current liabilities in the
accompanying consolidated balance sheets, and glathsses resulting from changes in the fairevalie reported in other income (expense)
net, in the accompanying consolidated statementp@fations.

Allowances for Doubtful Account:

The Company maintains allowances for doubtful ant®ior uncollectible accounts receivable. Managgmstimates anticipated losses
from doubtful accounts based on days past duesatah history and the financial health of custasnd@ihe allowance for doubtful accounts
$0.6 million and $2.0 milliomt December 31, 2014 and 2013, respectively. Thanfimg table sets forth activities in the allowanfor doubtfu
accounts for the periods indicated:

December 31,

2014 2013 2012
Balance, at beginning of year $ 2,00C $ 1,177 $ 144
Net charges to expenses 19¢ 67¢ 1,06¢
Write-offs, net of recoveries (1,627) 14t (35)
Balance, at end of year $ 56¢ $ 2,00C $ 1,17;

Inventory

Inventory is valued at the lower of cost or markéte Company determines cost on a first-in firdtdmasis. Certain factors could affect
the realizable value of its inventory, includingstamer demand and market conditions. Managemeassas the valuation on a quarterly basic
and writes down the value for any excess and otesaigentory based upon expected demand, antidizaties price, effect of new product
introductions, product obsolescence, customer edratéons, product merchantability and other fastémventory write-downs are equal to the
difference between the cost of inventories and tegtimated net realizable market value.
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Property and Equipmen

Property and equipment are stated at cost lessragated depreciation. Cost includes amounts pa#ttpire or construct the asset as
well as any expenditure that substantially addbéovalue of or significantly extends the usefid bf an existing asset. Repair and mainten
costs are expensed as incurred. Depreciation andiaation is computed using the straight-line noettlover the estimated useful lives of the
assets, which range from three to ten years. Leld@hprovements are amortized over the short¢h@lease term or expected useful life of
the improvements.

Capitalized Software Costs

Internally used software, whether purchased orldgee, is capitalized and amortized on a straigtg-basis over its estimated useful
life. Costs associated with internally developefiveare are expensed until the point at which treqmt has reached the development stage.
Subsequent additions, modifications or upgradaéstésnal-use software are capitalized only to tktet that they provide additional
functionality. Software maintenance and trainingtsare expensed in the period in which they areried. The capitalization of software
requires judgment in determining when a projectreashed the development stage and the periodwhieh the Company expects to benefit
from the use of that software.

Long-Lived Assets

Property, plant and equipment, including capitalizeftware costs, are recorded at cost. Propdeyt pnd equipment amounts are
reviewed for impairment whenever events or chaimgescumstances indicate that the carrying amafimin asset (asset group) may not be
recoverable. An impairment loss would be recognizhdn the carrying amount of an asset exceedsstivaated undiscounted future cash
flows expected to result from the use of the aasdtits eventual disposition. The amount of theaimpent loss to be recorded is calculated by
the excess of the asset's carrying value oveaitsvdlue. Fair value is generally determined usirdiscounted cash flow analysis. The
Company did not record any significant impairmentany of the years presented.

Business Combination

The Company allocates the fair value of purchassideration (including contingent considerationjhte assets acquired and liabilities
assumed based on their estimated fair values aictipgisition date. The excess of the fair valupwthase consideration over the fair value of
these assets acquired and liabilities assumeckiadquisition is recorded as goodwill. The primiéemns that generate goodwill include the
value of the synergies between the acquiree an@dhngpany and the value of the acquired assemblekfevoe, neither of which qualifies for
recognition as an intangible asset. Acquisitiomted expenses are recognized separately from giedss combination and are expensed as
incurred. The results of operations of NPS havateeuded in the Company’s consolidated resultspectively from the date of
acquisition. See Note 5, “Business Combination, @®alh and Intangible Assets” to the consolidatatbficial statements for further discussion

Goodwill

Goodwill is not amortized, but is assessed for piidbimpairment at least annually during the fbugtiarter of each fiscal year or
between annual tests if an event occurs or circamssts change that would indicate the carrying atnmay be impaired.

Intangible Asset:

Intangible assets include patents, customer relstiips and other purchased intangible assets.giflerassets with finite lives are
amortized on a straight-line basis, with estimatseful lives ranging from 3 to 5 years. Indefifiteed intangible assets are tested for
impairment annually, and are tested for impairnb@ttveen annual tests if an event occurs or circamesss change that would indicate that the
carrying amount may be impaired. Intangible asséts a finite lives are tested for impairment whe@eevents or circumstances indicate that
the carrying amount of an asset (asset group) rmaberecoverable. An impairment loss is recognizbhdn the carrying amount of an asset
exceeds the estimated undiscounted cash flowsingidermining the fair value of the asset. The am@f the impairment loss to be recorded
is calculated by the excess of the asset's carmghge over its fair value. Fair value is generaktermined using a discounted cash flow
analysis. There has been no impairment of intaagibkets in any of the years presented.
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Warranty Obligations

Microinverters Sold Through December 31, 2013

The Company’s warranty accrual provides for thdasgment of microinverter units that fail during throduct’'s warranty term ( 15
yearsfor first and second generation microinverters apdo 25 years for third and fourth generation wiitverters). On a quarterly basis, the
Company employs a consistent, systematic and edtinethodology to assess the adequacy of its wgrhaibility. This assessment includes
updating all key estimates and assumptions for gaokration of product, based on historical restriésds and the most current data available
as of the filing date. The key estimates and astomgused in the warranty liability are thoroughdyiewed by management on a quarterly
basis. The key estimates used by the Companyitoagstits warranty liability are: (1) the numberusfits expected to fail over time (i.e. failt
rate); (2) the number of failed units expectedegutt in warranty claims over time (i.e. claim jagnd (3) the per unit cost of replacement
units, including outbound shipping and limited lalosts, expected to be incurred to replace faildts over time (i.e. replacement cost).

Estimated Failure Rates—FThe Company’s Quality and Reliability departmenrs pamary responsibility to determine the estimated
failure rates for each generation of microinverfar.establish initial failure rate estimates foclegeneration of microinverter, the Company’s
quality engineers use a combination of industrpdéad MTBF (Mean Time Between Failure) estimatesrfdividual components contained in
its microinverters, third party data collected anikar equipment deployed in outdoor environmermsilar to those in which the Company’s
microinverters are installed, and rigorous longnteeliability and accelerated life cycle testingigéhsimulates the service life of the
microinverter in a short period of time. As unite @eployed into operating environments, the Corpgamtinues to monitor product
performance via its Enlighten monitoring platfortntypically takes three to nine months betweendate of sale and date of end-user
installation. Consequently, the Company’s abilg@ymionitor actual failures of units sold similarfgk by three to nine months. When a
microinverter fails and is returned, the Compangfgrens diagnostic root cause failure analysis tdarstand and isolate the underlying
mechanism(s) causing the failure. The Company tisess the results of this analysis (combined wighetttual, cumulative performance data
collected on those units prior to failure via Ehlign) to draw conclusions with respect to how éhdf identified failure mechanism(s) will
impact the remaining units deployed in the insthbase.

Estimated Claim Rates—Warranty claim rate estimates are based upon asmspvith respect to expected customer behavier the
warranty period. As the vast majority of the Compamicroinverters have been sold to end usersdsidential applications, the Company
believes that warranty claim rates will be affedbydchanges over time in residential home ownerbhifause the Company expects that
subsequent homeowners are less likely to file datlman the homeowners who originally purchase ticeaimverters.

Estimated Replacement CostsFhree factors are considered in the Company’s aisatf estimated replacement cost: (1) the estidnate
cost of replacement microinverters; (2) the estadatost to ship replacement microinverters to esaita) and (3) the estimated labor
reimbursement expected to be paid to third pastaiters performing replacement services for thee @ser. Because the Company’s warranty
provides for the replacement of defective micronees over long periods of time (either 15 ory2ars, depending on the generation of pro
purchased), the estimated per unit cost of cuardtfuture product generations is considered iretfienated replacement cost. Estimated cos
to ship replacement units are based on observalaiket-based shipping costs paid by the Compalttyira party freight carriers. The
Company has a separate program that allows thity-pestallers to claim fixed-dollar reimbursemefuds labor costs they incur to replace
failed microinverter units for a limited time frothe date of original installation. Included in tBempany’s estimated replacement cost is an
analysis of the number of fixed-dollar labor reimdgerments expected to be claimed by third partyliess over the limited offering period.

If actual failure rates, claim rates, or replacetrearsts differ from the Company’s estimates in fetperiods, changes to these estimates
would be required, resulting in increases or desgedn the Company’s warranty obligations. Sucheiases or decreases could be material.

Fair Value Option for Microinverters Sold Since Jaruary 1, 2014

The Company’s warranty obligations related to niitverters sold since January 1, 2014 provide the@my the right, but not the
requirement, to assign its warranty obligationa third-party. Under Accounting Standards Codifmai“ASC") 825—Financial Instruments,
(“fair value option”), an entity may choose to éldwe fair value option for such warranties attihee it first recognizes the eligible item. The
Company made an irrevocable election to accourdlfor
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eligible warranty obligations associated with miok@rters sold since January 1, 2014 at fair valies election was made to reflect the
underlying economics of the time value of moneydorobligation that will be settled over an extahgeriod of up to 25 years .

The Company estimates the fair value of warrantigabons by calculating the warranty obligationshie same manner as for sales prio
to January 1, 2014 and applying an expected presdun technique to that result. The expected ptesdue technique, an income approach,
converts future amounts into a single current disted amount. In addition to the key estimatesidife rates, claim rates and replacement
costs, the Company used certain inputs that arbagmeable and significant to the overall fair vatneasurement. Such additional assumption
included compensation comprised of a profit elenagnt risk premium required of a market participardssume the obligation and a discount
rate based on the Company’s credit-adjusted riskHfate. See Note 8, (“Fair Value Measurements adiaitional information.

Warranty obligations initially recorded at fair ualat the time of sale will be subsequentlyneasured to fair value at each reporting ¢
In addition, the fair value of the liability willdaccreted over the corresponding term of the wgriaf up to 25 years using the interest
method. Any changes in fair value of the liabifitgm period-to-period, including accretion expens#, be recognized in cost of revenues. As
of December 31, 2014, warranty obligations assediatith sales prior to January 1, 2014 were $80llon and warranty obligations
associated with sales since January 1, 2014 ware rfillion , of which $3.6 million were eligibler fair value accounting. The portion of
warranty obligations arising from sales since Jan4a2014 that was not eligible for fair value aonting relates to sales of non-microinverter
products. Periodic adjustments necessitated byabekperience of claims and any future changestimates to amounts not eligible for fair
value accounting will continue to be accounteddioran undiscounted basis.

Research and Development Co

The Company expenses research and developmentasasisurred. Research and development costsddbdle 4 million , $34.5 million
and $35.6 million in 2014 , 2013 and 2012 , respelt

Stock-Based Compensation

Share-based payments are required to be recognitee Companys consolidated statements of operations basedeanrfalir values an
the estimated number of shares expected to vestCbimpany measures stock-based compensation eXpedleshare-based payment
awards, including stock options made to employeesdirectors, based on the estimated fair valueb®ulate of the grant. The fair value of
stock options granted is estimated using the Biacieles option valuation model. The fair valueesitricted stock units granted is determinec
based on the price of the Company’s common stodkewlate of grant. Stock-based compensation,fresttimnated forfeitures, is recognized
on a straight-line basis over the requisite serp&eod, which is typically four years.

Comprehensive Loss

Comprehensive loss consists of two componentdpastand other comprehensive income (loss). Othaipecehensive income (loss)
refers to gains and losses that are recorded alearent of stockholders’ equity but are excludednfnet income. The Company’s other
comprehensive income (loss) consists of foreigmetuay translation adjustments for all periods pnéese

Income Taxes

The Company records income taxes using the asddiadnility method, which requires the recognitioindeferred tax assets and
liabilities for the expected tax consequences wipterary differences between the tax bases of agedtiabilities for financial reporting
purposes and amounts recognized for income taxopam In estimating future tax consequences, giénatieexpected future events other tt
enactments or changes in the tax law or ratesarsidered. Valuation allowances are provided whamessary to reduce deferred tax assets t
the amount expected to be realized.

The Company operates in various tax jurisdictiams ia subject to audit by various tax authoritilse Company follows accounting for
uncertainty in income taxes which requires thattttxeeffects of a position be recognized only iitmore likely than not” to be sustained
based solely on its technical merits as of the t@ppdate. The Company considers many factors vevatuating and estimating its tax
positions and tax benefits, which may require gid@adjustments and which may not accurately grdiei actual outcomes.
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Contingent Consideration Liability

The estimated fair value of the contingent consitien liability, initially measured and recorded thie acquisition date, is reviewed at
each reporting period and revalued to its thenviaime until the contingency is resolved. Increasedecreases in the fair value of the
contingent consideration liability subsequent t élcquisition date can result from changes in #sermed probabilities applied to the
achievement of certain revenue targets and thegponding payout amounts. These changes in theaflaie will be recognized in the
consolidated statements of operations for the geniavhich the estimated fair value changes.

Recent Accounting Pronouncements Not Yet Effect

In May 2014, the Financial Accounting Standardsrdqa-ASB”) issued Accounting Standards Update ((KpNo. 2014-09 (Topic
606), Revenue from Contracts with Customers, whiithreplace most existing revenue recognition guide under US GAAP. The updated
standard’s core principle is that revenue is recaaghwhen promised goods or services are transféoreustomers in an amount that reflects
the consideration to which an entity expects temtiled in exchange for those goods or servicks. Standard generally requires an entity to
identify performance obligations in its contra@stimate the amount of variable consideration toelbeived in the transaction price, allocate
the transaction price to each separate performalplagation, and recognize revenue as obligatiopssatisfied. In addition, the updated
standard requires additional disclosure about #iera, amount, timing and uncertainty of revenug @ash flows arising from customer
contracts. ASU 2014-09 is effective for annual artdrim periods beginning after December 15, 2@46ly adoption is not permitted.
Accordingly, the ASU will be effective for the Comupy beginning in the first quarter of 2017. The @amy is currently evaluating the impact
of the adoption on its consolidated financial staats.

3. INVENTORY

Inventory as of December 31, 2014 and 2013, ctmsfghe following (in thousands):

December 31,

2014 2013
Raw materials $ 3,42¢ $ 1,42¢
Finished goods 18,16: 15,15:
Total inventory $ 21,590 $ 16,58(

4. PROPERTY AND EQUIPMENT, NET

As of December 31, 2014 and 2013, property anipetgnt consists of the following (in thousands):

Estimated Useful December 31,

Life (Years) 2014 2013

Equipment and machinery 5 $ 28,92: % 21,85
Furniture and fixtures 5-7 3,032 2,831
Computer equipment 3-5 2,194 1,84:
Capitalized software 3-5 8,90¢ 7,345
Leasehold improvements 4-10 6,63¢ 5,881
Construction in progress 4,911 1,702
Total 54,60: 41,45¢

Less accumulated depreciation and amortization (23,777) (16,60¢)
Property and equipment, net $ 30,82« § 24,85:

Depreciation and amortization expense for propanty equipment was $8.1 million , $7.0 million arid&million , in 2014, 2013 and
2012, respectively.
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As of December 31, 2014 and 2013, unamortizedaa®d software costs were $3.3 million and $3ilion , respectively.

5. BUSINESS COMBINATION, GOODWILL AND INTANGIBLE AS SETS

Acquisition

On December 12, 2014, the Company acquired subtarall of the assets of NPS. Founded in 2009 aaxsed in Berkeley, California,
NPS is a provider of services designed specifidaliythe solar industry. The acquisition is expddt® complement the Compé's existing
asset management and operations and maintenancsesafering.

The following table summarizes the allocation @ thtal purchase price to acquired tangible anadtifigble intangible assets based on
their estimated fair values as of the date of aitjon (in thousands):

Cash consideration $ 2,53t
Contingent consideration 2,30C

Total purchase consideration $ 4,83¢
Property and equipment $ 19C
Customer relationships 90C
Goodwill 3,74t

Net assets acquired $ 4,83t

This acquisition has been accounted for as a bssic@mbination. The total purchase consideratidg@ million consisted of $2.5
million in cash (of which $0.3 million was held lafor potential breaches of representations andaméies) and $2.3 million of contingent
consideration (described below). The indemnity Hmdk will be paid one year from the date of clgsifi the acquisition subject to any
deductions for indemnity conditions and was recdrae restricted cash with an offsetting obligationther accrued liabilities.

The fair values assigned to the net assets acqaiieebased on management’s estimates and assumt@goodwill of $3.7 million is
attributable to the value of the synergies expetiatise upon the integration of NPS into the Canyps operations and the value of the
acquired workforce. A portion of goodwill relatealthis acquisition is deductible for income taxmses.

The fair value of the acquired customer relatiopshias calculated by discounting the projectedreisafter-tax cash flows from these
existing customers (less an anticipated custonteti@t rate) to its present value.

The purchase consideration includes a contingamgideration arrangement that requires additionsth gayments by the Company
based on certain defined 2015 and 2016 revenuetsamounts are payable in early 2016 and 201&.r&hge of the undiscounted amounts
the Company could pay under the contingent conaiber arrangement is between zero and $5.5 millibime fair value of the contingent
consideration was estimated based on significaniténnot observed in the market and thus represdngsel 3 input as defined in connection
with the fair value hierarchy. See Note 8, “Fail¥aMeasurements” for further discussion. Any fatahange in the estimated fair value of the
contingent consideration will be recognized in tbasolidated statements of operations for the gdeniavhich the estimated fair value chang

The acquisition was not material to the Companiyiarfcial position or results of operations, andef@re proforma operating results for
NPS have not been presented. The results of opesadf NPS have been included in the Com’s consolidated results prospectively from
date of acquisition. The Company recognized appnately $0.2 million of acquisition related cost2i0l4, which were recorded in general
and administrative expenses in the Company’s cafeded statements of operations.
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Goodwill and Intangible Assets

December 31, 2014 December 31, 2013
Accumulated Accumulated
Gross Amortization Net Gross Amortization Net

Goodwill $ 3,74t $ — 3 3,74t % —  $ — 3 =

Other indefinite-lived intangibles $ 28¢ $ — 3 28¢ % 28¢ $ — 3 28¢
Intangibles assets with finite lives:

Customer relationships 90C — 90C — — —

Patents 75C (128) 62& — — —

Total purchased intangibles $ 1,93¢ $ (129) $ 1811 $ 28€ $ — 8 28¢

In July 2014, the Company purchased certain patefdted to system interconnection and photovo&icmodule construction. The
patents are being amortized over their legal Iff8 gears . The customer relationship intangibtilted from the Company’s NPS acquisition
and is being amortized on a straight-line basis @sestimated useful life of 5 years .

As of December 31, 2014, estimated future amoitinagxpense related to finite-lived intangible asseas as follows:

Year (In thousands)
2015 $ 43C
2016 43C
2017 30¢&
2018 18C
2019 18C
Total $ 1,52¢

6. ACCRUED LIABILITIES
Accrued liabilities consisted of the following (inousands):

December 31,

2014 2013
Salaries, commissions, incentive compensation anefiis $ 14,87 % 6,49¢
Customer rebates and sales incentives 5,08: 2,81¢
Other 6,08 5,46
Total 26,03¢ 14,78(
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7. WARRANTY OBLIGATIONS

The Company’s warranty activities during 2014 ,2@hd 2012 were as follows (in thousands):

December 31,

2014 2013 2012
Balance, at beginning of year $ 30,43 21,33t $ 8,73¢
Accruals for warranties issued during the year 4,30¢ 6,30: 8,21¢
Changes in estimates 8,391 10,30: 7,607
Settlements (8,799 (7,512 (3,225
Increase due to accretion expense 19t — —
Fair value adjustments (5949) — —
Balance, at end of year 33,94( 30,43: 21,33¢
Less current portion (7,607) (4,947) (6,079
Long-term portion $ 26,33¢ $ 25,49 $ 15,26(

The Company sold approximately 1.0 million secoadagation microinverters from 2009 through mid-20M2e Company has sold
approximately 3.9 million third generation microarters since mid-2012 and continues to sell suictl generation microinverters. The
Company has sold 2.3 million fourth generation wiitverters since mid-2013.

Changes in Estimates

On a quarterly basis, the Company uses the beshasticomplete underlying information availabldld@ing a consistent, systematic
and rational methodology to determine its warradftljgations. The Company considers all availabldence to assess the reasonableness
key assumptions underlying its estimated warrabtigations for each generation of microinvertereTdnanges in estimates discussed below
arose from new information available to managenaedtsubsequent developments, and accordingly, fetter insight and improved
judgment. Changes in estimates included in theetabbve were comprised of the followil

2014

In 2014, primarily in the second and fourth quast¢éne Company experienced actual failures ofit®sd generation microinverters that
exceeded its then current failure rate estimateeBa@n continuing analysis of field performancedatd diagnostic root-cause failure analysis
performed on returned units, the Company concludatit was necessary to increase the estimatkodaates for its second generation
product and recorded additional warranty expensé Sa@lion in 2014. In addition, net changes inirsttes related to replacement costs
reduced warranty expense for all product generatiyn$0.2 million and were comprised of increassttates of certain labor reimbursement
costs expected to be paid to third party instaler$orming replacement services for its secondegaion product of $1.3 million , offset by a
$1.5 million decrease to estimated costs of rephece microinverter units for all product generation

2013

In 2013, primarily in the second, third and fougilnarters, the Company experienced actual failurés second generation
microinverters that exceeded its then current failate estimate. Based on continuing analysigetf performance data and diagnostic root-
cause failure analysis performed on returned utiesCompany concluded that it was necessary tease the estimated failure rates for its
second generation product and recorded additioaedanty expense of $19.5 million in 2013. During third quarter of 2013, the Company
recorded a reduction to warranty expense of $3lllomrelated to a decrease in the expected failate of the Company’s third generation
product. The Company concluded that there wascserfii historical data of actual field performandégieviously sold third generation
products to support a lower estimated failure rate.

In addition, the Company updated its estimatedrclates for its second and third generation pradregulting in a decrease to warranty
expense of $4.2 million . The revision to estimatkdm rates was based on the Company’s obserstatitial end user behavior and
assumptions with respect to expected customer mhawer the 15 or 25 year warranty term.
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Also, the Company decreased warranty expense Byriillion primarily to reflect estimated lower cegb produce fourth generation
microinverters to fulfill warranty obligations feecond and third generation microinverters.

2012

In 2012, primarily in the third and fourth quartettse Company experienced actual failures of itesd generation microinverters that
exceeded its then current failure rate estimateeBan continuing analysis of field performancexdatd diagnostic root-cause failure analysis
performed on returned units, the Company conclualatit was necessary to increase the estimatkodaates for its second generation
product and recorded additional warranty expensl6f2 million in 2012.

In the fourth quarter of 2012, the Company revigedlaim rate estimate to reflect a decreaseérpéircentage of end users who are abl
to access their system’s performance data usingnlighten monitoring service. Approximately 809@ percent of end users have purchased
systems that include Enlighten. End users who hav@urchased Enlighten do not have access toathe sverter-level performance data as
end users using Enlighten and, consequently asdiledy to make warranty claims. In 2012, basedbservation of historical results, the
Company confirmed that non-Enlighten end usersahlagver claim rate than originally estimated. A®sult, warranty expense decreased by
$0.5 million to reflect this information.

In addition, the Company recorded a reduction toravdy expense of $2.1 million related to replacetwests, primarily comprised of a
$1.9 million reduction in shipping costs. Beginninghe third quarter of 2012, the Company revigethusiness practice to utilize non-
expedited shipping terms for future replacementsunésulting in the reduction in estimated futteplacement costs.

8. FAIR VALUE MEASUREMENTS

The accounting guidance defines fair value as ttoe phat would be received from selling an assgtaad to transfer a liability in an
orderly transaction between market participantb@imeasurement date. When determining the fairevaleasurements for assets and liabi
required to be recorded at fair value, the Compamsiders the principal or most advantageous markehich it would transact and considers
assumptions that market participants would use vghieimg the asset or liability, such as inheresit,rtransfer restrictions, and risk of
nonperformance.

The fair value hierarchy requires an entity to ma@xe the use of observable inputs and minimizeueeof unobservable inputs when
measuring fair value. An asset’s or liability’s @gbrization within the fair value hierarchy is béisgon the lowest level of input that is
significant to the fair value measurement. Threelof inputs may be used to measure fair value:

. Level 1—Valuations based on quoted prices ifvagharkets for identical assets or liabilitiestttitee Company is able to access.
Since valuations are based on quoted prices thaeadily and regularly available in an active mnearikaluation of such assets or
liabilities do not entail a significant degree nfigment.

. Level 2—Valuations based on one or more quotaskp in markets that are not active or for whittlsignificant inputs are
observable, either directly or indirectly.

. Level 3—Valuations based on inputs that are unobservallesigmificant to the overall fair value measuren
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The following table presents the Company’s assaddiabilities that were measured at fair valueaaecurring basis and its
categorization within the fair value hierarchy ad@mber 31, 2014 and 2013 (in thousands):

Fair Value December 31, December 31,
Hierarchy 2014 2013
Assets:
Foreign currency forward contracts Level 2 $ 76 3 32t
Liabilities:
Foreign currency forward contracts Level 2 $ — 3 605
Warranty obligations Level 3 3,562 —
Contingent consideration Level 3 2,30( —

Foreign Currency Forward Contracts

The Company utilizes foreign currency forward caots from time to time to reduce the impact of iigmecurrency fluctuations arising
from both sales and purchases denominated in Eumbshe British Pound Sterling.

As of December 31, 2014 and 2013, the aggregats grational amounts of outstanding foreign currdoeyard contracts, all with
maturities of less than one year, were $1.5 miliod $12.5 million , respectively.

The Company recorded $0.3 million of net gains@d42and $0.4 million and $0.5 million of net losg@2013 and 2012, respectively,
related to foreign currency forward contracts.

Fair Value Option for Warranty Obligations Related to Microinverters Sold Since January 1, 2014

The Company estimates the fair value of warrantigabons by calculating the warranty obligationgie same manner as for sales |
to January 1, 2014 and applying an expected presdun technique to that result. The expected ptesdue technique, an income approach,
converts future amounts into a single current disted amount. In addition to the key estimatesibfife rates, claim rates and replacement
costs, the Company used certain Level 3 inputstwaie unobservable and significant to the oveaadifalue measurement. Such additional
assumptions included a discount rate based ondh&p@&ny’s credit-adjusted risk-free rate and comaeéms comprised of a profit element and
risk premium required of a market participant teuase the obligation.

The following table provides a reconciliation oétheginning and ending balances of warranty oliigatmeasured at fair value for the
periods indicated (in thousands):

Balance—December 31, 2013 $ —
Accruals for warranties issued during period 3,98¢
Changes in estimates 26
Settlements (54)
Increase due to accretion expense 19t
Fair value adjustments (599

Balance—December 31, 2014 $ 3,562

Contingent Consideration

The fair value of the contingent consideration grgped on the acquisition date of $2.3 million veatimated by applying the income
approach. That measure is based on significantll3wguts not observable in the market. Key asgionp include (1) probability adjusted
level of revenues between $2.6 million and $17.igniand the resultant payout; and (2) a risk-athd discount rate was estimated using a
capital asset pricing model, which reflects an eige rate of return required by a market particifpending a similarly risky asset.
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The following table provides a reconciliation oétheginning and ending balances of contingent denafion measured at fair value for
the periods indicated (in thousands):

Balance—December 31, 2013 $ —
Fair value of contingent consideration—acquisitidfiNPS 2,30(
Fair value adjustment to contingent consideration —

Balance—December 31, 2014 $ 2,30(

Quantitative and Qualitative Information about Level 3 Fair Value Measurements

As of December 31, 2014, the significant unobsdevatputs used in the fair value measurement ofbmpany’s liabilities designated
as Level 3 are as follows:

Percent Used

Item Measured at Fair Value Valuation Technique Description of Significant Unobservable Input (Weighted-Average)
Warranty obligations for _ Profit element and risk premium 18%
microinverters sold since Januauy Discounted cash flows o )

1, 2014 Credit-adjusted risk-free rate 18%

Probability-weighted discounted

Contingent consideration
cash flows

Risk-adjusted discount rate 18%

Sensitivity of Level 3 Input:
Warranty Obligations

Each of the significant unobservable inputs is petelent of the other. The profit element and rigtrpum are estimated based on
requirements of a third-party participant willirmassume the Company’s warranty obligations. Theadint rate is determined by reference to
the Company’s own credit standing at the fair vahesasurement date. Increasing (decreasing) thé plefment and risk premium input 490
basis points would not have a material impact enfalir value measurement of the liability. Increas{decreasing) the discount rate by 100
basis points would result in a ( $138,000 ) $15Q,@xcrease) increase, respectively, to the féirevaneasurement of the liability.

Contingent Consideration

Changes in assumed probability adjustments witheetso achievement of target metric can materiadlyact the fair value
measurement of contingent consideration as ofljaisition date and for each subsequent periodurApsions about the probability and
amount of payout will require less subjectivity otiee course of the earnout period as managemiémeseestimates based on actual events.
Due to the short duration of the earnout periotharf years , increasing (decreasing) the risk-adgligiscount rate by 100 basis points would
not have a material impact on the fair value mezrsent of contingent consideration.

9. DEBT AND REVOLVING CREDIT FACILITY

The Company’s debt obligations were comprised efftiowing at December 31, 2014 and 2013 (in thods):

December 31,

2014 2013
Term loan $ —  $ 7,40(
Equipment financing facility, net of unamortizedabunt of $0 and $94, respectively — 3,661

Total debt — 11,06:
Less current portion — (2,389
Long-term portion $ — $ 8,67
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Revolving Credit Facility

The Company has a $50.0 million revolving creddlfey (the “Revolver”) with Wells Fargo Bank, N.A*Wells Fargo”) that was
entered into in November 2012 and subsequently detkim February 2014 to extend the maturity datédeember 2016. The amount of lo
available to be drawn under the Revolver is sulifeet borrowing base calculation that limits auaility to a percentage of eligible domestic
accounts receivable plus a percentage of the dlakgible domestic inventory, less certain regsrnloans under the Revolver bear interest i
cash at an annual rate equal to, at the Compapyiam either LIBOR or a “base rate” that is corspd of, among other things, the prime rate,
plus a margin that is between 1.5% and 4.25% dépegrh the currency borrowed and the specific tefmepayment. The Revolver contains
customary affirmative and negative covenants amehesvof default, and requires the Company to miaitaleast $15.0 million of liquidity at
all times, of which at least $5.0 million must bedwawn availability. To date, the Company has dmtvn on the Revolver and approximately
$37.6 million was available for borrowing as of Betber 31, 2018#ased on eligible accounts receivable and inveriialgnces pursuant to t
agreement.

Full Repayment of Term Loan

On November 7, 2012, the Company entered into a lava Security Agreement (“Loan Agreement”) withréides Technology
Growth Capital, Inc. (“Hercules”) and made an aditiraw of $7.4 million . In addition, the Loan Asggment provided $15.6 million in
additional borrowing capacity, which expired undraen March 31, 2014. Borrowings under the Loan &grent bore interest at an annual
equal to the higher of (i) the prime rate plus 8w2&r (b) 11.5% . Payments for the first 15 montlesenfor interest-only and equal monthly
payments thereafter through the maturity date ajust 1, 2016 were for interest and principal. Tlarh Agreement included a fixed $0.6
million back-end fee due on the earlier of prepaytie full or upon expiration of the Loan AgreemeBorrowings under the Loan Agreement
were secured by a pledge of substantially all ef@mpany’s assets other than intellectual prop&itg Loan Agreement did not include any
financial covenants.

On December 8, 2014, the Company repaid all o&8 million in outstanding indebtedness includiagrued interest and related fees
thereon and terminated the Loan Agreement, whichseheduled to mature on August 1, 2016.

Full Repayment of Equipment Financing Facility

On June 13, 2011, the Company entered into a $#iBnrequipment financing facility with Herculesitlv a threeyear term. Borrowinc
under the equipment financing facility had a vaeahterest rate set at the higher of 5.75% abbeetime lending rate and 9.0% annually.
Borrowings were secured by the financed equipmedtrastricts the Company’s ability to pay dividemasl take on certain types of additional
liens. On July 1, 2014, the equipment financingdlitgexpired in accordance with its terms andralhaining amounts outstanding were repaid
in full.

10. COMMITMENTS AND CONTINGENCIES

Operating Leases—The Company leases office facilities under nonckatde operating leases that expire on various datesigh 202z
The terms of the lease agreements generally prdoidental payments on a graduated basis, andindeases require the Company to pay its
portion of executory costs such as taxes, insuraarnmoperating expenses. The Company recogniaesxpense on a straight-line basis over
the lease term.

Rent expense for 2014 , 2013 and 2012 was $2.&mill$2.6 million and $2.4 million , respectively.

The Company’s minimum lease payments under nontatriesoperating leases, exclusive of executorysc@st of December 31, 2014
are as follows (in thousands):

2015 $ 1,98(
2016 2,12(
2017 1,91¢
2018 1,97:
2019 2,03z
Thereafter 5,051

Total minimum lease payments $ 15,07+

Purchase Obligations—The Company has contractual obligations to purelga®ds and services, which specify fixed or mimimu
guantities to be purchased; fixed, minimum, orafale price provisions; and the approximate timihthe transaction. Purchase obligations do
not include contracts that may be canceled witk@rificant penalty. As of
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December 31, 2014 , the Company had purchase tibhigavith third party manufacturers and supplietaling approximately $36.8 million .

Contingencies—From time to time, the Company may be involveditigation relating to claims arising out of its @fations. The
Company is not currently involved in any materegal proceedings. The Company may, however, béviestan material legal proceedings in
the future. Such matters are subject to uncertaintythere can be no assurance that such legaqaiogs will not have a material adverse
effect on its business, results of operations it position or cash flows.

11. STOCKHOLDERS' EQUITY
Initial Public Offering

On April 4, 2012, the Company completed its inipablic offering (“IPO”), issuing 10,315,151 shamfsommon stock at an offering
price of $6.00 per share. The net proceeds fronsaleof the shares were $53.8 million , after dédg the underwriters’ discounts and
commissions of $3.3 million and other offering @ost $4.8 million . Upon consummation of the IPRe Company’s 22,220,856 outstanding
shares of convertible preferred stock ( $93.6 millcarrying value) were automatically converted 25,171,017 shares of common stock, an
the $21.2 million outstanding balance of princigatl accrued paid-in-kind interest in convertibléesovere automatically converted into
3,533,988 shares of common stock at a conversioa pgual to the IPO price of $6.p8r share. As a result, the Company recorded aeha
$2.8 million to interest expense in 2012 for théreguishment of debt related to the unamortized deduance costs and debt discounts.

Common Stock Warrants

Prior to its IPO, the Company issued convertiblefgnred stock warrants in connection with severarfcing transactions. These
warrants automatically converted into warrantsuochase common stock upon the consummation ofR@e |

As of December 31, 2014, warrants to purchase 8Bishares of the Company’s common stock remainedamding with a weighted
average exercise price of $5.27 . Such warrantexa@eisable at any time and have expiration dat2816.

12. STOCK-BASED COMPENSATION

Description of Equity Incentive Plan
2006 Plan

Under the Company’s 2006 Equity Incentive Plan (@06 Plan”), equity awards granted generally we&r a four -year period from
the date of grant with a contractual term of ug@oyears . As of December 31, 2014 , there werenllibn shares of common stock
outstanding under the 2006 Plan. No further stqitloos or other stock awards may be granted urée2®06 Plan.

2011 Plan

Under the 2011 Equity Incentive Plan (the “2011InPlathe Company may, initially, issue up to 2,641 shares of its common stock
pursuant to stock options, stock appreciation sigigstricted stock awards, restricted stock umérds, performance-based stock awards, and
other forms of equity compensation, or collectivedpck awards, all of which may be granted to eygés, including officers, and to non-
employee directors and consultants. Options gramtelér the 2011 Plan before August 1, 2012 genyezajpire 10 years after the grant date
and options granted thereafter generally expireafyafter the grant date. Equity awards granteeémhe 2011 Plan generally vest over a fou
-year period from the date of grant based on cartiremployment. The number of shares of the Conipaoynmon stock authorized for
issuance under the 2011 Plan will automaticallygase, on each January 1, by 4.5% of the total ruwitshares of the Company’s common
stock outstanding on December 31 of the precedatendar year, or such lesser number of sharesnofnom stock as determined by the board
of directors. As of December 31, 2014 , 208,485%eshaf common stock remained available for issuaocsuant to future grants under the
2011 Plan. On January 1, 2015, the shares autddigzéssuance under the 2011 Plan automaticatlisesed by 1,968,909 shares.

2011 Employee Stock Purchase Plan

The 2011 Employee Stock Purchase Plan (“ESPP”)rbeceHfective immediately upon the execution andvdey of the underwriting
agreement for the Company’s IPO on March 29, 20h2. ESPP initially authorizes the issuance of 68® ghares of the Company’s common
stock pursuant to purchase rights granted to engpyThe number of shares of common stock reséovéssuance will automatically
increase, on each January 1, by 330,396 sharbs @dmpanys common stock or a lesser number of shares of aonstock as determined
the Company’s board of directors.

The ESPP is implemented by concurrent offeringquisriand each offering period may contain up to fiot@rim purchase periods. In
general, offering periods consists of the 24 mop#rsods commencing on each May 1 and Novemberalcalendar year.

Generally, all full time employees, including exéee officers, are eligible to participate in th&EP. The ESPP permits eligible
employees to purchase the Company’s common stockdh payroll deductions, which may not exceed B%e employee’s total
compensation subject to certain limits. Stock maybrchased under the plan at a price equal to@3#e fair market value of the Company’s
stock on either the date of purchase or the faigtaf an offering period, whichever is lower. A twear look-back feature in the Company’s



ESPP causes an offering period to reset if thevidire of the Company’s common stock on a purchaseis less than that on the initial
offering date for that offering period. The reseatiire, when triggered, will be accounted for asdification to the original offering, resulting
in additional expense to be recognized over thexhth period of the new offering. During any calanyear, participants may not purchase
shares of common stock having a value greater$B&(000 , based on the fair market value per shfettee common stock at the beginning of
an offering period.

As of December 31, 2014 , there were 534,674 shudrdee Companys common stock available for issuance under thePESR Januar
1, 2015, the shares authorized for issuance uh@de$PP automatically increased by 330,396 shares.

Valuation of Equity Awards
Stock Options

The fair value of each option granted was estimatethe date of grant using the Black-Scholes oppiacing model with the following
assumptions:

» Expected ter— The expected term of the option awards represbatpériod of time between the grant date of theoomwards and
the date the option awards are either exerciset/ected or canceled, including an estimate forehmstion awards still
outstanding. The Company used the simplified methegermitted by the SEC for companies with atéchhistory of stock option
exercise activity, to determine the expected teymnit§ option grants.

» Expected volatilit— The expected stock price volatility for option adsugranted prior to March 31, 2014 was determirsest on a
average of the historical volatilities of the conmstock of several peer companies with characiesistmilar to those of the
Company. For option awards granted after Marct2814, the Company used a blended volatility esgéncansisting of its own
historical share price volatility (as the Compaiayl lat least two years of historical stock pricejlaugmented with historical volatil
of peer companies for periods preceding the Conipanijial public offering such that the time pediover which historical volatility
data used was at least equal to the expected tethre option award.

*  Risk-free interest rate-Fhe risk-free interest rate was based on the UW&slry yield curve in effect at the time of grant with a
maturity that approximated the Company’s expectecht

» Dividend yiel— The dividend yield was based on the Company’s divithistory and the anticipated dividend payout @ge
expected term.
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A summary of the weighted-average assumptions tgsestimate the fair values of the stock optiorantgd during the periods presentec
is as follows:

Years Ended December 31,

2014 2013 2012
Expected term (in years) 4.5 4.4 5.7
Expected volatility 67.1% 68.4% 74.5%
Annual risk-free rate of return 1.4% 1.C% 0.S%
Dividend yield —% —% —%
Weighted-average fair value on grant date $ 564 % 384 % 4.6¢

Restricted Stock Uni
The fair value of restricted stock units grantedasermined based on the price of the Company’stoamstock on the date of grant.

Stock-Based Compensation Expense

The Compensation cost for all stock-based awargdect®d to vest is measured at fair value on the afagrant and recognized ratably
over the requisite service period. The followingléasummarizes the components of total stock-basetpensation expense included in the
consolidated statements of operations for the genwesented (in thousands):

Years Ended December 31,

2014 2013 2012
Cost of revenues $ 8l $ 43¢ $ 19€
Research and development 3,12 2,11C 1,72¢
Sales and marketing 2,48 1,81z 1,25¢
General and administrative 3,31( 2,48¢ 1,58¢
Total stock-based compensation expense $ 9,74C % 6,84¢ $ 4,76¢

A summary of stock-based compensation expenseiat=tavith each type of award for the periods preseis as follows (in
thousands):

Years Ended December 31,

2014 2013 2012

Stock options and restricted stock units $ 8,84t % 6,31¢ $ 4,51¢

ESPP 89t 53t 247
Total stock-based compensation expense $ 9,74C 6,84¢ $ 4,76¢

As of December 31, 2014 , there was approximat2ly.4 million of total unrecognized compensation cost relatednieested equi
awards, net of expected forfeitures, which is eigxbto be recognized over a weighted-average pefi@d7 years .

No income tax benefit has been recognized relatingtock-based compensation expense anthxdenefits have been realized fi
exercised stock options.
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Equity Awards Activity

Stock Options

A summary of the Company’s stock option activity fiee periods presented is as follows (in thousaextsept per share data):

Weighted-
Average
Exercise Price

Shares per Share
Options outstanding — December 31, 2011 6,25¢ $ 1.8¢
Granted 2,47¢ 7.3t
Exercised (59) 1.2¢
Canceled (50€) 5.5t
Options outstanding — December 31, 2012 8,16¢ 3.2¢
Granted 1,50¢ 7.17
Exercised (822) 1.6¢
Canceled (349 7.74
Options outstanding — December 31, 2013 8,50¢ 3.94
Granted 1,311 10.3¢
Exercised (88¢€) 4.3¢
Canceled (302) 7.5¢
Options outstanding — December 31, 2014 8,63 4.7¢

The following table summarizes information abowicktoptions outstanding at December 31, 2014 :
Options Outstanding Options Exercisable
Weighted-
Average Weighted- Weighted-
Number of Remaining Average Number of Average
Shares Life Exercise Shares Exercise
Range of Exercise Prices (in thousands) (in years) Price (in thousands) Price

$0.27 — $0.27 2,30¢ 4.5 $ 0.27 2,30 % 0.27
$0.64 — $2.54 1,73( 5.4 1.6€ 1,71¢ 1.6€
$3.35 — $7.44 1,82( 6.1 6.1¢ 96¢& 6.0
$7.50 — $9.53 1,83¢ 6.3 8.21 844 8.3t
$9.54 — $16.01 93¢ 6.7 11.91] 127 10.77
Total 8,63: 5.6 4.7¢ 5,95¢€ 2.9€

The intrinsic value of options exercised in 20112 and 2012 was $5.5 million , $3.2 million and3billion , respectively. As of
December 31, 2014 , there were 8.4 million optiomistanding that were vested and expected to 8ash options have a weighted-average
exercise price of $4.66 and a weighted-averageirengacontractual term of 5.6 years . As of Decenfife 2014 the aggregate intrinsic val
was $67.4 million for the 6.0 million exercisableases. The intrinsic value is based on the Comgacymmon stock fair value of $14.29 per
share as of December 31, 2014 .
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Restricted Stock Uni

A summary of restricted stock unit activity for theriods presented is as follows: (in thousandsggixper share data):

Weighted Average
Fair Value per Share

Restricted Stock at
Units Grant Date
Outstanding at December 31, 2011 — 3 —
Granted 282 5.6¢
Vested (20 2.0C
Canceled 149 6.9C
Outstanding at December 31, 2012 24¢ 5.5
Granted 28t 6.9z
Vested (207) 6.08
Canceled (8 7.07
Outstanding at December 31, 2013 41¢ 6.31
Granted 1,25( 8.6¢
Vested (281) 7.3¢
Canceled 42 7.5¢
Outstanding at December 31, 2014 1,34¢ 8.2t

The intrinsic value of restricted stock units vestiering 2014 , 2013 and 2012 was $3.2 million.8%fillion and $39,000 , respectively.
As of December 31, 2014 , the restricted stocksumittstanding had a weighted average remainingamingl term of 1.§ears with an intrins
value of $19.2 million .

ESPP

A summary of ESPP activity for the years presergexd follows: (in thousands, except per share)data

Years Ended December 31,

2014 2013 2012
Proceeds from common stock issued under ESPP $ 1531 $ 1,047 $ 18t
Shares of common stock issued 41C 327 5¢
Weighted-average price per share $ 3.7 $ 32C $ 3.14

13. INCOME TAXES
The domestic and foreign components of loss befaveision for income taxes consisted of the follogv{in thousands):

Years Ended December 31,

2014 2013 2012

United States $ (8,737 $ (26,119 $ (38,539

Foreign 1,44¢ 1,06¢ 972
Total $ (7,28¢) $ (25,050 $ (37,56)
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The provision for income taxes for the years pressbis as follows (in thousands):

Current:
Federal
State
Foreign

Total

Deferred:
Federal
State
Foreign

Provision for income taxes

Year Ended December 31,

2014 2013 2012
$ — % — $ —
85 — —
71€ 86 651
801 86¢ 651
39 2 —
$ 76€ $ 865 $ 651

A reconciliation of the provision for income taxasd the amount computed by applying the statutederfal income tax rate of 34% to
loss before income taxes for the years presentasi fisllows (in thousands):

Income tax benefit at statutory federal rate
State taxes, net of federal benefit

Change in valuation allowance

Foreign tax rate and tax law differential
Tax credits

Stock-based compensation

Other permanent items

Other nondeductible/nontaxable items
Uncertain tax positions

Provision for income taxes

Year Ended December 31,

2014 2013 2012

$ (2477) $ (8517) $ (12,779
(4,576) (88%) (1,475

16,64¢ 8,35: 12,57¢

(43) 237 147

(5,619) — —

957 1,191 1,12¢

231 22( 86C

(4,586) ) 20

232 264 172

$ 76€ $ 865 $ 651

A summary of significant components of the Compargéferred tax assets and liabilities as of Dece®bg2014 and 2018 as follow:

(in thousands):

Deferred Tax Assets
Allowances and reserves
Net operating loss and tax credit carryforwards
Stock-based compensation
Deferred revenue
Fixed assets and intangibles
Other
Total gross deferred tax assets
Less valuation allowance
Deferred tax assets, net of valuation allowance
Deferred tax liabilities

Net deferred tax assets, net of valuation allowance

December 31,

2014 2013
$ 18,77 $ 14,52:
28,51 16,84(
2,15¢ 1,531
3,84: 2,73(
9,16: 11,67(
2,02: 47€
64,46 47,76
(64,429 (47,760
37 2
$ 37 $ 2
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Accounting for income taxes requires that compaagsess whether valuation allowances should bblisstad against their deferred tax
assets based on consideration of all availablesecig, both positive and negative, using a “momyikhan not” standard. This assessment
considers, among other matters, the nature, fregyusmd amount of recent losses, the duration dditsty carryforward periods, and tax
planning strategies. In making such judgments,iségmt weight is given to evidence that can besgahiyely verified. Due to the history of
losses the Company has generated in the Unitedstatce inception, the Company believes thatritase-likely-than-not that all of its U.S.
and state deferred tax assets will not be reali®eaf December 31, 2014 . Therefore, the Compasydwrded a full valuation allowance on
its U.S. and state deferred tax assets at Dece®ih@014. Should the Company determine that it dibel able to realize its deferred tax asset
in the foreseeable future, an adjustment to therded tax assets may cause a material increasedme in the period such determination is
made. Significant management judgment is requinadkiermining the period in which the reversal @hhiation allowance should occur.

The Company considers the earnings of certain n@&-siibsidiaries to be indefinitely invested owddite United States on the basis of
estimates that future domestic cash generatiorbeiufficient to meet future domestic cash needstlae Company’s specific plans for
reinvestment of those subsidiary earnings. Accafglithe Company has not recorded a deferred t¢dmlity related to the U.S. federal and
state income taxes and foreign withholding taxeamproximately $2.6 million of undistributed eamgsnof foreign subsidiaries indefinitely
invested outside the United States. If such eamimgre repatriated, additional tax provisions nesutt.

The Company has net operating loss carryforwandfefteral and California income tax purposes ofrapipnately $52.9 million and
$44.6 million , respectively, as of December 311420The federal and state net operating loss fawmards, if not utilized, will expire
beginning in 2026 and 2016, respectively. Utiliaatof the net operating loss carryforwards mayuigext to a substantial annual limitation
due to the ownership change limitations providedhgylinternal Revenue Code of 1986, as amendedCibee”), and similar state provisions.
The annual limitation may result in the expiratmfmet operating losses before utilization. The @any has completed a study to assess
whether an ownership change has occurred or whetteer have been multiple ownership changes sirc€bmpany became a loss
corporation under the Code. However, the Compamg dot anticipate these limitations will signifitigrimpact its ability to utilize the net
operating losses and tax credit carryforwards.

The Company has approximately $7.5 million of fedleesearch credit and $7.2 milliofistate research credit carryforwards. The fe:
credits begin to expire in 2026 and the state tseaxdin be carried forward indefinitely.

As a result of certain realization requirementsarmdcome tax accounting for stock-based compemsdtie table of deferred tax assets
and liabilities shown above does not include certiferred tax assets as of December 31, 2014GiRitRAat arose directly from tax
deductions related to equity compensation grebtar tompensation recognized for financial reportiEquity will be increased b$1.3 million
if and when such deferred tax assets are ultimagelyzed.

The accounting for uncertain tax positions preszia recognition threshold and measurement atrfioutthe financial statement
recognition and measurement of a tax position takerxpected to be taken in a tax return. The Compmrequired to recognize in the
financial statements the impact of a tax positibthat position is more-likely-thanet of being sustained on audit, based on the teghmerits
of the position. There were no significant unredegd tax benefits recorded upon adoption and th@gh to the unrecognized tax benefits in
2014 was $4.0 million .

The Company does not have any tax positions fochvhiis reasonably possible the total amount osgmnrecognized tax benefits will
increase or decrease over the next year. The uymezel tax benefits may increase or change duhiegéxt year for items that arise in the
ordinary course of business. The Company recoginizeest and penalties related to uncertain taitipns in income tax expense.

A tabular reconciliation of the total amounts oferpgnized tax benefits for the years presented fsllows (in thousands):

Year Ended December 31,

2014 2013 2012
Unrecognized tax benefits—at beginning of year $ 37¢ % 16C $ =
Increases in balances related to tax positionsitakprior years 1,89¢ 79 —
Increases in balances related to tax positionsitakeurrent year 2,15¢ 137 16C
Unrecognized tax benefits—at end of year 4,42¢ 37¢ 16C
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The Company’s tax returns continue to remain suligeexamination by U.S. federal authorities fag rears 2011 through 2014 and by
California state authorities for the years 201@tigh 2014.

14. CONCENTRATION OF CREDIT RISK AND MAJOR CUSTOMER S

The Company is potentially subject to financiatinment concentration of credit risk through itsitand cash equivalents and account:
receivable. The Company places its cash and cashadents with high quality institutions and perfts periodic evaluations of their relative
credit standing. Accounts receivable can be paintxposed to a concentration of credit risk withmajor customers. As of December 31,
2014 , the Company had amounts due from two cus®that represented 15% and 11% of the total a¢soeneivable balance. As of
December 31, 2013 , its two largest accounts rabévbalances represented 16% and 10% of theaimtalints receivable balance. In 2014,
two customers accounted for 24% and 16% of totatevenues. In 2013, three customers accountetbfidr, 14% and 11% of total net
revenues. In 2012 , two customers accounted for &88611% of total net revenues.

15. NET LOSS PER SHARE ATTRIBUTABLE TO COMMON STOCK HOLDERS

In April 2012, all of the Company'’s then outstargltonvertible preferred stock automatically coneerinto common stock in
connection with its IPO. For periods that endedmto the conversion, basic and diluted net incperecommon share were presented in
conformity with the two-class method required fartripating securities.

Under the two-class method, net loss is allocaddidsen common shares and other participating s&sutd the extent that the securities
are required to share in the losses. The Compaayigertible preferred stock did not meet the deéniof a participating security in periods of
net losses as the convertible preferred stockheldielrnot have a contractual obligation to shartdénCompany’s losses. Accordingly, net
losses were attributable to common stockholderss&guent to the CompasyfPO and the automatic conversion of the outstendonvertible
preferred stock, the Company had no other particigaecurities and the two-class method is nodomrgplicable.

Basic net loss per share attributable to commatkhtders is calculated by dividing net loss atttéble to common stockholders by the
weighted average number of shares outstandindnéopériod. Diluted net loss per share attributatleommon stockholders is calculated by
dividing net loss attributable to common stockhotday the weighted average number of common slzar@potential dilutive common share
equivalents outstanding during the period if tHe@fis dilutive. The Company’s potentially dilutvcommon shares include convertible notes
and convertible preferred stock prior to their carsion, outstanding stock options and warrantsnamdvested restricted stock units.

The following table presents the potential commbares outstanding that were excluded from the ceaipn of diluted net loss f
share attributable to common stockholders for #rgops presented because including them would bega anti-dilutive (in thousands):

Years Ended December 31,

2014 2013 2012
Stock options to purchase common stock 8,50z 8,19¢ 8,17
Unvested restricted stock units 1,25¢ 381 24¢
Warrants to purchase common stock 19t 30¢ 331
Total 9,95¢ 8,88t 8,75:

16. SEGMENT AND GEOGRAPHIC INFORMATION

The Company’s chief operating decision maker isCh&f Executive Officer. The Chief Executive Officreviews financial information
presented on a consolidated basis. The Compangrigalsusiness activity, which entails the desigretigmment, manufacture and sale of
microinverter systems for the solar photovoltaiustry. There are no segment managers who areabetdintable for operations, operating
results or plans for levels or components belowctinesolidated unit level. Accordingly, managemeas Hetermined that the Company has a
single operating and reportable segment.
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The following tables present net revenues (baseati@destination of shipments) and long-lived asbgtgeographic region as of and for
the periods presented (in thousands):

Net Revenues

Years Ended December 31,

2014 2013 2012
United States $ 29454¢ $ 192,88: $ 189,71
International 49,35t 39,96¢ 26,96°
Total $ 343,90: $ 232,84t $ 216,67¢

Long-Lived Assets

As of December 31,

2014 2013 2012
United States $ 20,037 % 16,26: $ 17,13¢
China 9,58t 7,13( 6,64:
Other 1,202 1,461 1,768
Total $ 30,82 % 24.85: $ 25,54:

17. RELATED PARTY TRANSACTIONS

KPCB Holdings, Inc. (“‘KPCB"), as nominee for certdunds of Kleiner Perkins Caufield & Byers, owrsgghroximately 9 percent of the
Company’s outstanding stock as of December 31, 2ReVenues recognized from sales of microinvetteentities that are majority-owned
by KPCB entities in 2013 and 2012 were $2.7 milléowd $16.8 million respectively. There were no s#édethese entities in 2014.
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Net revenues
Cost of revenues
Gross profit
Operating expenses:
Research and development
Sales and marketing
General and administrative
Total operating expenses
Income (loss) from operations
Other expense, net
Income (loss) before income taxes
Provision for income taxes
Net income (loss)
Net income (loss) per share, basic

Net income (loss) per share, diluted

Net revenues

Cost of revenues

Gross profit

Operating expenses:
Research and development
Sales and marketing
General and administrative

Total operating expenses

Loss from operations

Other expense, net

Loss before income taxes

Provision for income taxes

Net loss

Net loss per share, basic

Net loss per share, diluted

ENPHASE ENERGY, INC.

Quarterly Financial Information

(Unaudited)
(In thousands, except per share data)

Quarters Ended for Fiscal 2014

March 31 June 30 September 30 December 31

$ 57,58( $ 82,00« 99,11: $ 105,20°

38,92¢ 55,17 66,59: 70,17

18,65¢ 26,83: 32,52 35,03t

9,08¢ 11,14¢ 12,11: 13,04(

8,82¢ 10,49: 9,88¢ 11,79¢

6,52¢ 7,67¢ 8,63: 8,24¢

24,44( 29,32( 30,62¢ 33,08«

(5,785 (2,48¢) 1,897 1,951

(342) (42¢) (9579 (1,134

(6,127) (2,916 94C 817

(109) (115) (127) (415)

$ (6,236 $ (3,03)) 81z $ 40z

$ (0.15) $ (0.07) 0.0z $ 0.01

$ (0.15) $ (0.07) 0.0z $ 0.01
Quarters Ended for Fiscal 2013

March 31 June 30 September 30 December 31

$ 45577 $ 58,167 62,04¢ $ 67,05¢

33,37¢ 41,88: 44,61 45,56(

12,20: 16,28 17,43¢ 21,49¢

9,02¢ 8,48¢ 8,29: 8,721

6,85( 7,36¢ 8,55( 8,31¢

6,03¢ 5,92¢ 5,931 6,071

21,91: 21,77¢ 22,78( 23,107

(9,71)) (5,49)) (5,345 (1,61))

(519) (781) (815) (787)

(10,229 (6,272 (6,160) (2,392

(182) (124 (141) (416)

$ (10,400 $ (6,396) (6,301) $ (2,810

$ (0.25) $ (0.15) (0.15) $ (0.07)

$ (0.25 $ (0.15) (0.15) $ (0.07)
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Item 9. Changes in and Disagreements with Account&mon Accounting and Financial Disclosure
None.

Iltem 9A. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

We carried out an evaluation required by the Exglahct, under the supervision and with the paréitign of our principal executive
officer and principal financial officer, of the efftiveness of the design and operation of ouralsek controls and procedures, as defined in
Rule 13a-15(e) of the Exchange Act, as of the drileoperiod covered by this report. Based oneliuation, our principal executive officer
and principal financial officer concluded that aisclosure controls and procedures were effectiyerdvide reasonable assurance that
information required to be disclosed by us in tygorts that we file or submit under the Exchangeid\cecorded, processed, summarized and
reported within the time periods specified in tlee&ities and Exchange Commission’s rules and f@masto provide reasonable assurance
that such information is accumulated and commuedtéd our management, including our principal exgewfficer and principal financial
officer, as appropriate to allow timely decisioagarding required disclosures.

Management’s Report on Internal Control over Finandal Reporting

Management is responsible for establishing and taiaimg adequate internal control over financiglaxing in providing reasonable
assurance regarding the reliability of financigdoging and the preparation of financial statemémt&xternal purposes in accordance with
generally accepted accounting principles, as défindRule 13a-15(f) of the Exchange Act. Managentast assessed the effectiveness of our
internal control over financial reporting as of Betber 31, 2014 based on criteria set forth in hrae€ontrol Integrated Framework issued
the Committee of Sponsoring Organizations of theadivay Commission (2013). As a result of this aseeat, management concluded tha
of December 31, 2014 , our internal control oveaficial reporting was effective.

We are an “emerging growth comparag defined in the Jumpstart Our Business Startupsof JOBS Act. As a result, we are exe
from the auditor attestation requirements relateidtiernal controls over financial reporting punsuto Section 404 of the Sarbanes-Oxley Act.
In addition, for as long as we remain an “emergjrgvth company,” we will continue to be exempt fréime auditor attestation requirement in
the assessment of the effectiveness of our intearatol over financial reporting through the eridiscal 2017.

Changes in Internal Control over Financial Reportirg

There were no changes in our internal control éwamncial reporting that occurred during the mestemt fiscal quarter ended
December 31, 2014 that materially affected, oreasonably likely to materially affect, our intereantrol over financial reporting.

Limitations on Controls

Our disclosure controls and procedures and intexmrarol over financial reporting are designed tovide reasonable assurance of
achieving their objectives as specified above. Manaent does not expect, however, that our disatosomtrols and procedures or our internal
control over financial reporting will prevent ortdet all errors and fraud. Any control system, retter how well designed and operated, is
based upon certain assumptions and can providereaspnable, not absolute, assurance that itstolgsavill be met. Further, no evaluation
controls can provide absolute assurance that rtesséats due to error or fraud will not occur ortthidcontrol issues and instances of fraud, if
any, within the Company have been detected.

Item 9B. Other Information

None.
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PART III
Item 10. Directors and Executive Officers and Corpmate Governance

The information required regarding our directormiorporated herein by reference from the infoiomatontained in the section
entitled “Proposal 1-Election of Directors” in adefinitive Proxy Statement for the 2015 Annual Megtf Stockholders (our “Proxy
Statement”), a copy of which will be filed with tisecurities and Exchange Commission on or beford 3@, 2015 .

The information required regarding our executiviécefs is incorporated herein by reference fromittiermation contained in the
section entitled “Management” in our Proxy Statemen

The information required regarding Section 16(ajdfieial ownership reporting compliance is incorged by reference from the
information contained in the section entitled “$@cttl6(a) Beneficial Ownership Reporting Complidhioeour Proxy Statement.

The information required with respect to procedumgsvhich security holders may recommend nomineesit board of directors, ai
the composition of our Audit Committee, and whetlverhave an “audit committee financial expert,ihisorporated by reference from the
information contained in the section entitled “Infation Regarding the Board of Directors and CaxpoGovernancet our Proxy Statemer

Code of Conduct

We have a written code of conduct that applieditoua executive officers, directors and employdgasr Code of Conduct is available
on our website dtttp://investor.enphase.com/governance.cficopy of our Code of Conduct may also be obwiinee of charge by writing
to our Assistant Secretary, Enphase Energy, 1420 N. McDowell Blvd., Petaluma, CA 94954. If we keaany substantive amendments to
our Code of Conduct or grant any waiver from a giown of the Code of Conduct to any executive effior director, we intend to promptly
disclose the nature of the amendment or waivenomwebsite.

Item 11. Executive Compensation

The information required regarding the compensatibour directors and executive officers is incagied herein by reference fri
the information contained in the sections entitlEdecutive Compensation,” “Director CompensatiofCbmpensation Committee Repogic
“Compensation Committee Interlocks and InsideriBigdtion” in our Proxy Statement.

Item 12. Security Ownership of Certain Beneficial @Qvners and Management and Related Stockholder Matter

The information required regarding security owngrsif our 5% or greater stockholders and of ouediors and management is
incorporated herein by reference from the infororationtained in the section entitled “Security Owgh@ of Certain Beneficial Owners and
Management” in our Proxy Statement.

Equity Compensation Plan Information

The information required regarding securities atifeal for issuance under our equity compensatiangis incorporated herein by
reference from the information contained in thetisacentitled “Employee Benefit Plans” in our ProRjatement.

Item 13. Certain Relationships and Related Transa@ns, and Director Independence
The information required regarding related trarisast is incorporated herein by reference from thf@rimation contained in tl

section entitled “Transactions With Related Pers@msl, with respect to director independence, thetisn entitled “Proposal Election o
Directors” in our Proxy Statement.
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Item 14. Principal Accounting Fees and Services

The information required is incorporated herein reyerence from the information contained in thetises entitled Principa
Accountant Fees and Services” and “Pre-Approvalcksl and Procedures” in the section entitled “Begh 2Ratification of Selection
Independent Registered Public Accounting Firm”im Broxy Statement.
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PART IV
Item 15. Exhibits, Financial Statement Schedules
Consolidated Financial Statements
The information concerning our consolidated finahstatements, and Report of Independent Regisiubtic Accounting Firm
required by this Item is incorporated by refereheeein to the section of this Annual Report on FaGK in Item 8,Consolidated Financial

Statements and Supplementary Data

No schedules are provided because they are ndtablg, not required under the instructions, orruested information is showr
the financial statements or related notes thereto.

Exhibits

The exhibits listed in the accompanying index thibits are filed or incorporated by reference as phthis Annual Report on Form
10-K.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regitthas duly caused this report to
be signed on its behalf by the undersigned, theoedmy authorized on March 3, 2015.

Enphase Energy, Inc.

By: /s/ PAUL B. NAHI

Paul B. Nahi
President and Chief Executive Officer

POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that each persoroat signature appears below constitutes and ageaul B. Nahi ar
Kris Sennesael, jointly and severally, as his tod lawful attorneys-ifiact and agents, with full power of substitutiordaesubstitution, fc
him and in his name, place and stead, in any drehphcities, to sign any and all amendments ® Amnual Report on Form 10-and to file
the same, with all exhibits thereto, and other doeots in connection therewith, with the Securiiesl Exchange Commission, granting 1
said attorneys-irfiact and agents full power and authority to do pedorm each and every act and thing requisiteeoessary to be done in :
about the premises hereby ratifying and confirmalighat said attorneys-ifact and agents, or his substitute or substitutes; lawfully do o
cause to be done by virtue hereof.

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bbélpthe following persons on
behalf of the registrant and in the capacitieshendates indicated.

Signature Title Date
/s/ PAUL B. NAHI President and Chief Executive Officer (PrincipabEntive March 3, 2015
Paul B. Nahi Officer)
/sl KRIS SENNESAEL Vice President and Chief Financial Officer (Priradip March 3, 2015
Kris Sennesael Financial and Accounting Officer)
/s NEAL DEMPSEY Director March 3, 2015

Neal Dempsey

/s STEVEN J. GOMO Director March 3, 2015
Steven J. Gomo

/sl BENJAMIN KORTLANG Director March 3, 2015
Benjamin Kortlang

/sl JAMESON J. MCJUNKIN Director March 3, 2015
Jameson J. McJunkin

/sl RICHARD MORA Director March 3, 2015
Richard Mora

/sl ROBERT SCHWARTZ Director March 3, 2015
Robert Schwartz

/s/ JOHN H. WEBER Director March 3, 2015
John H. Weber
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1024 ©N the signature pages thereof, Wells Fargo Bark,,N 8-K 001-35480 10.1 11/13/2012
as an agent for the lenders, and Enphase Enemgy, In
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10.27  Enphase Energy, Inc. and Wells Fargo Bank, National 8-K 001-35480 10.51 2/18/2014
Association, dated February 14, 2014.

Long Term Product Supply Agreement, by and between
10.28 the Company and Vivint Solar Developer LLC dated 10-Q 001-35480 10.1 11/5/2014
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231 Consent of Deloitte & Touche LLP, Independent X
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t Material in the exhibit marked with a “***" haseen omitted pursuant to a request for confidetrgattment filed with the

Securities and Exchange Commission. Omitted pasti@ve been filed separately with the SecuritiesErchange



Tt

Commission.

Portions of this Exhibit have been omitted filed separately with the Securities and Exchangm@ission as part of an
application for confidential treatment.

The certifications attached as Exhibit 32.1 anpany this quarterly report on Form KOpursuant to 18 U.S.C. Section 13

as adopted pursuant to Section 906 of the Sarb@arkes- Act of 2002, and shall not be deemed “filby’Enphase Energy,
Inc. for purposes of Section 18 of the SecuritiesiHange Act of 1934, as amended.
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Exhibit 10.08

FIRS T AMENDMENT TO LEASE

(1400 N. McDowell Blvd.)

THIS FIRST AMENDMENT TO LEASE (this “Amendment”) tizd as of January 12, 2012, is entered into bet@&EpUOIA
CENTER LLC, a California limited liability companiLandlord”) and ENPHASE ENERGY, INC., a Delawarergoration (“Tenant”).

THE PARTIES ENTER INTO THIS AMENDMENT based uporetfollowing facts, understandings and intentions:

A. Landlord and Tenant previously entered into tetain Redwood Business Park NNN Lease datefl ase 3, 2011 (together with
all exhibits thereto, the “Lease”) pursuant to whienant leases from Landlord the first floor ¢& thuilding commonly known as 1400 N.
McDowell Boulevard, Petaluma, California. Capitelizterms used herein and not defined herein shad the meanings set forth in the Lease
(including the Work Letter Agreement attached akiEix B thereto) in connection therewith.

B. Landlord and Tenant desire to make certain chsubg the Lease as further provided herein.

NOW, THEREFORE, IN CONSIDERATION of the mutual covamts and promises of the parties, the receipadeduacy of which are
hereby acknowledged, the parties hereto agredlas/$o

1. Estimated Commencement DateThe Estimated Commencement Date is hereby exteidépgril 10, 2012. Tenant acknowledges
that Landlord may deliver the Premises to Tenatiéncondition required by the Lease prior to tkérBated Commencement Date, and that i
such event the Commencement Date shall occur farire Estimated Commencement Date on the datermaises are Substantially
Completed as defined in Section 13 of the Workdretgreement.

2. Approved Working Drawings . Landlord and Tenant hereby agree that the Workirayvings listed on Schedule 1 attached hereto
shall be deemed the “Approved Working Drawingstler Section 2 of the Work Letter Agreement. Teshall either (a) modify the Approv
Working Drawings to restore the roof access thatld/de eliminated per the Approved Working Drawings(b) install roof walking pads as
reasonably determined by Landlord to allow fullfraocess from other access points, with such clsaogestituting a Tenant requested Che
Order at Tenant's sole cost. Landlord shall hageitiht to direct changes to the Approved WorkirgWllings to effectuate the Change Order
Requests listed on Exhibit he "COR's"). Such changes shall be subject t@aienapproval, which shall not be unreasonablijiveild,
conditioned or delayed. Such changes directed Inglload shall not constitute Tenant requested Ch&ngers. By way of example, Landlord
shall specify the mesh material




contemplated in COR No. 31, and Tenant may sugd&shative materials but may not require a malténet does not result in the savings
contemplated in COR No. 31.

3. Approved Budget. This Section 3 of this Amendment replaces aneésgules Section .3 of the Work Letter Agreemertt vaspect
to Tenant's budget approval for the Tenant Imprau@sito be constructed in the Premises, but thébaméem set forth in Section 3 of the
Work Letter Agreement shall apply with respectrte tonstruction of Tenant Improvements in the EgganSpace in the event Tenant
exercises its expansion rights pursuant to Se@doof the Lease. Tenant hereby approves the Témgmovement Summary attached hereto a
Exhibit A (the “Approved Budget”), which is based on the g from Vila Construction dated November 16, 2@itached hereto &xhibit
B and the Approved Working Drawings referenced theras modified by the COR's (as so modified, therif€actor Proposal”). In no event
shall Tenant's Contribution (defined below) be @ased because the Tenant Improvement Summaryedtheneto as Exhibit failed to
include an item expressly and unambiguously reduitehe Approved Working Drawings, as modifiedthg COR's. For the purposes of
clarity, the parties hereby agree that the Approtktking Drawings did noéxpressly and unambiguously require a water prgafiembrane
on the concrete slab on the first floor. The Apm@Budget applies to the Premises as well as aticaadd 72,000 square feet of space located
in the adjacent building having an address of 142BicDowell Boulevard, Petaluma, California (theeighboring Building”).

4. Tenant Payment for Tenant Improvements This Section 4 of this Amendment replaces an@sgues Section 6 of the Work Le
Agreement with respect to Tenant’'s payment for Tieiraprovements to be constructed in the Premiagsthe mechanism set forth in Section
6 of the Work Letter Agreement shall apply withpest to the construction of Tenant ImprovementhiénExpansion Space in the event Te
exercises its expansion rights pursuant to Se@#oof the Lease. Tenant shall pay to Landlord $881.55, which represents Tenant's
contribution to the portion of the Tenant Improvertsedescribed in the Approved Working Drawings #r@lCOR's applicable to the Premises
(i.e., 25% X $1,527,362.21) as more particularlyfeeth in the Approved Budget ("Tenant's Contribat). Tenant shall pay such amount on
the following schedule: 50% upon the mutual executind delivery of this Amendment, 25% within t&0)(days following the delivery of the
second and third floors of the Neighboring Buildiogrenant in the condition required by the leastvken Landlord and Tenant governing
Neighboring Building, and 25% within ten (10) ddgiowing the delivery of the Premises to Tenanthia condition required by the Lea
Notwithstanding anything to the contrary contaiirethe Work Letter Agreement, Landlord shall bepaessible for any and all costs to perfc
such work in excess of Tenant's Contribution; ptedi(a) that (i) any changes by Tenant to the Apprdeaking Drawings or the COR's
listed in_Exhibit C, including without limitation changes contemplateahange order requests previously approved mafiebut not included
in the COR's listed in Exhibit Cand (ii) any additional costs resulting from esror omissions in the Approved Working Drawindsls
constitute Change Orders per Section 8 of the Wetter Agreement, and (b) that Tenant shall belgoésponsible for the cost of procuring
and installing any trade fixtures, equipment,




appliances, furniture, furnishings, telephone anpater equipment or wiring or other personal propeks provided in Section 9 of the Work
Letter Agreement, all delays in Substantial Comgpiebdf the Tenant Improvements beyond the Estim@mehmencement Date caused by
Tenant requested Change Orders (including Chander©resulting from errors or omissions in the Awed Working Drawings) shall
constitute Tenant Delays. Notwithstanding the foreg, Landlord shall be responsible for delays emsts resulting from an error or omission
in the Approved Working Drawings that both (A) wdulot have been avoided by a licensed architedyimgpthe standard of care customary
in the industry, and (B) Vila Construction, applyithe standard of care customary in the indushguksl have nonetheless taken into account
when preparing the estimate reflected in the AppdoBudget. As an example, the following omissiothen COR's would be the responsibility
of Landlord: COR No. 12 calls for the removal ofipeeter column drywall encasements, which resuhegkposure of the window side of the
columns to daylight. Due to the opaque qualitylatg and the original condition of the drywall eseraent having a dark paint finish, this
condition was not contemplated by Axia as warrangpplication of finish paint to that side of th@umns despite Axia exercising customary
care in the industry with respect to such encaseneemoval. When direct daylight is applied, howetke columns are somewhat apparent
from the exterior, and Vila Construction, exercgsgustomary care in estimating the cost of CORI¥9 should have included (and did
include) the painting of the backside of the colsnifaley Recio, Matt Rudie, Russ Sweeney and Pali shall have authority to approve
Change Orders and any Change Order approved imgvdt by email by any such representative shabibding upon Tenant. As an
accommodation to Tenant, Landlord shall requirenpayt for Change Orders for which Tenant is resfasvithin five (5) days following
Tenant's notice to proceed with a Change Ordeerdtfan requiring prepayment as previously requinethe Work Letter Agreement.

5. Toilet Partitions . Notwithstanding the allocation of responsibiliti®r costs set forth in Section 4 above, Landiord Tenant agree
that so long as Tenant does not make any improvenoemther modifications to the restrooms sertirggPremises, Landlord shall be
responsible, at its sole cost, for all work in thetrooms required by the City of Petaluma to cgmyth the Americans with Disabilities Act
(the "ADA"). If Tenant elects to make any improverteor other modifications to the restrooms thigger any work to comply with ADA,
such work shall constitute a Change Order at Ténaate cost.

6. Additional Drawings . On December 15, 2011, Tenant delivered to Laddioawings and specifications dated December 181 20
prepared by Axia Architects (the "December 13 Dragsl’), subject to review and approval by Landleréécordance with Section 2 of the
Work Letter Agreement. Tenant acknowledges thdtjesti to Landlord's timely compliance with the pigdons of the Work Letter Agreement
requiring Landlord to respond to drawings and djsations submitted for approval, any delays in Sahtial Completion of the Tenant
Improvements beyond the Estimated Commencementdaated by any changes from the Approved Workirapddrgs or COR's that are
required in the December 13 Drawings or causeditmysor omissions in either the Approved Working®ings or the December 13
Drawings




shall constitute Tenant requested Change Order®as fully set forth in Section 4 above.

7. Tenant Payment for Delay. Landlord and Tenant disagree as to who is rediplerfor the delay in the Estimated Commencement
Date referenced in Section 1 above. Without eigfaety admitting fault or liability, the parties heagreed to resolve such disagreement by
Tenant paying to Landlord $88,199.01 concurreniththe execution and delivery of this Amendmenici$amount represents fifty percent
(50%) of the rent that would have been payable utidel ease had the Commencement Date occurrdukarriginal Estimated
Commencement Date of November 1, 2012 rather thaherevised Estimated Commencement Date. Suchlatibn is set forth in Exhibit
D . Tenant acknowledges that such payment is a fixedunt and shall not be subject to change if Laddielivers the Premises to Tenant
prior to the Estimated Commencement Date.

8. Tenant Payment of Advanced Base RenfTenant was required under Section 4.1 of theé éapay $26,400 in Advanced Base |
concurrently with the mutual execution and delivefyhe Lease, but through an oversight did notsuamh Advanced Base Rent to Landlord
until January 6, 2012, and Landlord hereby acceypttd payment and waives any default in connectiitin such late payment.

9. Phased Termination of 201 1st Street Leasé\t the time the Lease was executed, the partiisipated Tenant relocating from its
premises at 201 First Street in Petaluma, Califoftiie “201 First Street Premises”) to the Premaseisthe Neighboring Building all at one
time. With the staggered delivery of the Premises gortions of the Neighboring Building now antigipd, the parties anticipate Tenant
moving from the 201 First Street Premises in twagas. Accordingly, Landlord shall, if requestedlieyant, deliver the termination agreernr
described in Section 3.1 of the Lease with resfmediscrete portions of the 201 First Street Premisither than the entire 201 First Street
Premises. Portions of the 201 First Street Premespsested for termination shall be readily leasablthird parties with direct access to the
common areas of the 201 First Street building aitdout the need for any demising walls. In the é\tbat Landlord shall delay delivery of a
fully executed termination agreement, Landlord Igb@ay Tenant's rent for the applicable portionhaf 201 First Street Premises directly to the
owner of such Premises on a day for day basisdion day Landlord's failure to deliver the termioatagreement continues.

10. Condition Precedent Tenant making the payments required upon exatuatithis Amendment in Sections 4 and 7 above is a
condition precedent to the effectiveness of thissAodment, and this Amendment shall be of no foraeffect if such payments are not
delivered by Tenant concurrently with Landlord'$vdey to Tenant of a fully executed original ofgbAmendment.

11. Entire Agreement. This Amendment represents the entire understgrizBiween Landlord and Tenant concerning the stubjattel
hereof, and there are no understandings or agréerbetween them relating to the Lease or the Pe=nmist set forth in writing and signed by
the parties hereto. No party hereto has




relied upon any representation, warranty or undadihg not set forth herein, either oral or writtas an inducement to enter into this
Amendment.

12. Continuing Obligations. Except as expressly set forth to the contrary i Amendment, the Lease remains unmodified andlin f
force and effect. To the extent of any conflictvizeén the terms of this Amendment and the termkeof ease, the terms of this Amendment

shall control.

[SIGNATURES ON FOLLOWING PAGE]




IN WITNESS WHEREOF, the parties hereto have executed this Amendmeott the day and year first above written.

"LANDLORD" "TENANT"
SEQUOIA CENTER LLC, ENPHASE ENERGY, INC.,
a California limited liability company a Delawarerporation
By: G&W Ventures, LLC, By: /s/ Paul Nahi
a California limited liability company, Namaul Nahi
its Manager Its: President/CEO

By: /sl Matthew T. White
Matthew T. White, Manager




Schedule 1

LIST OF APPROVED WORKING DRAWINGS
The following sheets by Axia dated September 71
T1,T2,T3,T4;A1.1,A1.2, A.2.0.1A, A2.0.2AA2.1 A, A2A, A2.3 A, A41A,
A5.1 A,/ A.2.0.1B, A2.0.2B, A2.0.3B, A2.0.4B,A2.0.5B2.0.6B, A2.0.7B, A2.1
B, A2.2 B, A2.3 B, A3.3 B, A3.4 B, A3.5 B, A4.1 B4.2 B, A4.3 B, A4.4 B, A4.5 B, A4.6B,
A4.7 B, A4.8 B, A4.9 B, A5.1 B, A5.2 B, A5.3 B, ABB, A8.1, A9.1, A9.2, A9.3, A9.4, A9.5
The following sheets by ATM Engineering dated Augits, 2011
S1.1, S2.1, S3.1, S3.2

The following sheets by Indoor Environmental Seggidated August 31, 20.

MO.1, M0.2, M0.3, M0.4, M1.1A, M1.1B, M1.2A, M1.2B/1.2A, M1.2B, M1.3A, M1.3B,
M1.4A, M1.4B, M2.1

The following sheets by Qburke Electric Inc. dated August 10 2C

EO.1, E2.1, E3.1, E6.1, E6G.3, EG.4, EG.5, EG.6/HB2.2, E2.3, E2.4, E3.2
E3.3, E3.4, E6.2, E6.8, E6.11

Responses to Requests for Information Nd<) 1-




EXHIBIT A

Tenant Improvement Summary 12/15/201.
Enphase
1400, 1420 N. McDowell Blvd. Square Foot 96,00(
Petaluma, CA 94954
Description Tl Expansion Costs Cost
Tenant Improvements Per Vila's 11.16.11 Bid Letter $ 6,001,417.0
Reductions for Approved COR’s:
COR’s #: 6,8,9,12,19,21,22,23,24,26,28,31,37,
38,39,40,41,43,44,45,48,59,62,63 $ (457,387.0)
Addition of “Code Only” Fire Alarm Work per Alterna te: $ 4,280.0t
Total Contact Amount $ 5,548,290.0
Less Overlaps from Prior Approvals:
Ceiling Tile Removal $ (5,000.01()
Demolition Costs $ 113,203.0
Other Adjustments, BSP to Pay:
Power during construction: BSP to cover expense $ (7,500.0()
Temporary toilets: BSP to cover expense $ (2,400.00
Code only Fire alarm work $ (4,260.0()
Other:
BSP to perform landscape screening at transformersn balcony and one exterior
considering unit (note: this cost is NOT includedn the Bid Letter; no adjustment req;d) $ —
EMON system work to be performed as part of futureTl’s, 2nd and 3rd floor of 1400 as
req'd (Note: this cost is not included in Bid Lette; no adjustment req’d) $ —
Building Permit Fee - (Assumes no Impact Fees) by Tenant
CM Fee waived
1400 Handicap Parking Improvements - to be chargetb
2nd, 3rd Flr. TI Allowance $ —
Structural Engineering Re -Design Proposal - Chille $ 2,700.0
Total Costs, This Summary $ 5,418,627.0
Prior Authorizations:
10.20.11 1400 Demo, excl. Ceiling Tile Removal DateCosts
Plan Check Fee
Furniture Mock Up Costs
7.19.11 Ceiling Tile Removal/Slab Moisture Tests
7.15.11 MEP Coordinator & Structural Engineer
7.28.11 Demo for 1420, excluding Cell Tile Remov&losts
Approved Separately
7.28.11 Demo Permit costs, w/o Mark up $ 1,216.4
Total Tl Costs Approved to Date: $ 5,590,821.2
Tenant Improvement Allowance: $40/sf $ 3,840,000.0
Amount Over Tenant Improvement Allowance $ 1,750,821.2
Agreed Cost Sharing By BSP $ (223,459.0)




Total Construction and Other Costs Payable $ 1,527,326.2







EXHBIT B
VILA PROPOSAL - 11/16/11

[attached]
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Exhi bit B

Office Phone Vila Con stru ctionC o.
(510) 236-9111 GENERALCONTRACTORS
590 South 33rd Street Richmond, California 94804
Fax Contractors
Lic. No. 30045¢

(510) 236-4979
www.vilaconstruction conr

Novemberl6, 2011

Basin Street Properties
1383 North McDowell Blvd., suite 200

Petal uma, CA 94954
Attn: M att Sherrill

RE: Enphaséd& enantl mprovement
1400 / 1420 North McDowell
Petaluma, CA

Matt,
Th efollowing is Our Cost Beakdow n for the Enphase Tenah mprovement at 1400/1420 0 rth McDowell

Blvd ., Petaluma Th e costs ae based a1 the Construction Documents from AXIA Architecti ted 5Septente
r7, 2011

11
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24,
25.
26.
27.
28.
29.
30.

31

32.
33.
34.

34.
35.

General Conditions

Demo Work

Concrete Work

Pre Cast Concrete Countertops
Structural Steel / Metal Fabrications
Carpentry

Millwork

Wood Veneer Paneling

Roof Patching (allowance)

Doors, Frames, Hardware

. Glass/Glazing

Glass/ Stainless Steel Railings

. Accordian Door

Gypsum Board
Ceramic Tile

. Acoustical Ceilings

Floor Covering
Painting

. Whiteboards (backing only)

Toilet Partitions/Accesories
Projector Mounts

. Access Floor Repair

Signage

Page 2

Interior Blinds/Motorized Shades
Roof Hatches/Ships Ladders
Elevator Upgrades
Fire Sprinklers
HVAC
Hydronic Piping
Plumbing
Electric
Fire Alarm System
Wire Mesh Ceiling
Granite Stone, Lobbles & Stairs 1&2
Sub Total
OH &P
TOTAL LINE ITEMS

COR #6
COR #8

173,600.0
118,203.0
5,940.0(
65,112.01
164,814.0
90,000.0:t
77,085.0
47,522.0l
20,000.01
132,768.0
264,000.0
80,360.0
19,930.0
587,917.0
65,049.0
58,995.01
490,385.0
163,652.0
2,850.0(
29,060.01
21,688.01
20,130.01

by tenant

33,599.01
24,114.01
5,940.0(
65,308.0
981,776.0
18,590.0
59,205.01
1,534,862.0
41,095.01
120,248.0
51,336.0!

5,635,133.0
366,284.0

6,001,417.0

2,205.0(
2,327.0(

“see Line item 34



36. COR #9 7,326.0!
37. COR #12 (7,743.00)
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38.
39.

40

41.
42.
43.
44,
45.
46.
47.
48.
49.
50.
51.
52.

53

53.
54.

COR #19 145.0(
COR #21 — pending engineering
COR #22 — pending re-design
COR #23 3,972.0(
COR #24 817.0(
COR #26 (4,350.0()
COR #28 (134,519.0)
COR #37 (8,288.01()
COR #38 (34,340.0i)
COR #39 (18,813.0i)
COR #40 (14,377.0i)
COR #41 (69,522.01)
COR #43 (35,770.0i)
COR #44 (2,455.0()
COR #45 (5,242.0()
COR #48 (25,246.0i)
COR #59 deducted $12,100 from the electnie iiem (both bldgs)
COR #63 (allowance) (4,000.01)
Sub Total $ (339,873.0)
OH &P included
TOTAL COR'’s $ 339,873.0

GRAND TOTAL $ 5,661,544.0
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Clarifications & Alternates
1. We do not Include any permit, architecturalytlity company fees.

2. The alternate listed below are Just a few olsvsames. We can review all VE options in our
meeting.

3. Alternate#1; Per the specification, Install Riridulation above the acoustical ceiling; ADD $&&D
4. Alternate #2; Provide and install a FM 200 fagstem In the Server Room; ADD $37,625.00
5. We have not Included changing the wall textarthe exterior stairwells.

6. Electrical Iltems not Included in above costshaiut GC markup;

1. Restroom lighting over sinks, 1420, allowance $2.600
2. Training Room Upgrades $8,000
3. Fire alarm system boxes, conduit, & cabling $55,000

7. Cleaning of the existing mini blinds on the exterandows is NIC.

8. Alternate #3; Fire alarm check, if required: A&it1260.00

Respectfully Submitted
VILA CONSTRUCTION COMPANY

Robert P. Vila
Vice President
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EXHIBIT C

LIST OF CHANGE ORDER REQUESTS

[attached]
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Vila Bld
Letter
Line #

38
39

40
41

42
43

44

45

46

47

48

49

50

Accepted
CORs #  Description COR Cost
6 move sprinkler valves in lobby 2,205.00
remove sheet rock from steel beam and paint
8 expose steel beam @ Stairs 3 and 4 2,327.06teel
9 sheet rock over small windows at Stair #4 7,826
12 Remove sheet rock from exterior columns (7093
remove sheet rock from inter. Column
19 @wnd floor stair #2 145.00
21 increase air flow at relocated board room — ending engineering
rotate sodering area and move against Row
22 A — pending re-design
change wall at gridline C @ gridline 2-5 to
23 full height wall 3,972.00
Add 230V/50Hz outlet in Engineering
24 Chambers 817.00
26 Remove sheet rock from interior columns  (4,88P
This will delete new toilet partitions,
replacement of plumbing fixtures and new
28 delete new toilet partitions and tile work(134,519.00 work. ADA shower will remain
this will delete the custom metal mesh ceiling
Delete steel mesh ceiling and install grid and add metal mesh panels in t-bar grid; new
31 mesh (73,748.00)means to support glass wall is required
this changes the roof hatch door (1 only) to a
manual operation in lieu of having an electric
37 change roof hatch to manual (8,288.00notor and switch
this will delete the precast concrete
countertops at restroom replace them with P-
38 change precast concrete counters to p-lam 3484)0) lam
39 change door hardware to Dorma (18,813.00)
Delete fry reglet and use L metal at sheet this will delete the decorative trim at sheet
40 rock (14,377.00) rock locations
41 Delete steel canopy at Entry (69,522.00)
Delete drywall trim detail at steel bin and this will delete work shown on Axia SK-1 at
43 metal kickers at exterior walls;run (35,770.0@erimeter walls

drywall straight up wall behind beam
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51

52

53

53

54

44

45

48

59

62

63
Sub Total
OH&P

TOTAL
COR’s

Paint corridor walls above metal ceiling this will eliminate patching of fire caulking
and eliminate patching of corridor walls ~ (2,455.00 and penetrators

this will change the motorized shades at the
change motorized shades to manual (5,242.00)raining room to manually operated

delete 1 roof latch and ships ladder at 1(25,246.00) this will delete roof access at 1400
deducted $12,100 from the electric line item

cable tray n/a (both bldgs)
change the fire alarm scope to code
minimus (43,766.00)

Allowance; add structural steel to roof for
Add structural steel to roof for chiller ~ 4,000.00 chiller paint

(457,387.00)
included

$(457,387.00
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EXHIBIT D

Base Rent and CAM

Labs on Ground Floor - 162 day delay/2=81 days

Office Base Rent and

Bldg Sq. ft Base Rent CAM Rent + Cam perday  CAM Owed Now
1,40C 24,000 $ 1.1C $ 0.2¢ $ 1,088.8! $ 88,199.0.
Total Rent and CAM Owed $ 88,199.0
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Exhibit 10.09

SECOND AMENDMENT TO LEASE

(1400 N. McDowell Blvd.)

THIS SECOND AMENDMENT TO LEASE (this “Amendment”) dated January 13, 2014, is estténto between SEQUOIA
CENTER LLC, a California limited liability companiyLandlord”) and ENPHASE ENERGY, INC., a Delawarrgoration (“Tenant”).

THE PARTIES ENTER INTO THIS AMENDMENT based upon the following facts, understandingsimatethtions:

A. Landlord and Tenant previously entered into tteatain Redwood Business Park NNN Lease datedflime 3, 2011 and that
certain First Amendment to Lease dated as of JAn2d12 (collectively, the “Lease”) pursuant to ethiTenant leases from Landlord 24,000
rentable square feet of space in the building contynknown as 1400 N. McDowell Boulevard, Petalu@alifornia. Capitalized terms used
herein and not defined herein shall have the mgarset forth in the Lease in connection therewith.

B. Landlord and Tenant desire to amend the Laag®ovided herein.

NOW, THEREFORE, IN CONSIDERATION of the mutual covenants and promises of the pattiesreceipt and adequacy of
which are hereby acknowledged, the parties hegteeaas follows:

1. Storage Space Landlord hereby grants to Tenant a revocabl@$iedthe “Storage License”) to use the storageesjpaated
on the second floor of the Building depicted_on iBkMA attached hereto (the “Storage Space”). Tenant'®lide Storage Space shall be
limited solely to the storage of Tenant’s belongingnd Landlord shall not be required to providiétyitHVAC or janitorial service to the
Storage Space. Except as provided in this Amendrientant’'s use of the Storage Space shall be dubjéee terms and conditions of the
Lease as if the Storage Space were a part of #raiges.

2. Antennae License Landlord hereby grants to Tenant a revocable$ieqthe “Antennae License”) (but only to the ekten
permitted by the City of Petaluma and all agenais$ governmental authorities having jurisdictioartiof), at Tenant’s sole cost and expense.
to install and operate two (2) antennas (“Antenpaking with any necessary cables (“Cables”) oorign of the roof of the Building to be
designated by Landlord (“Roof Space”) (the Antenaiad Cables are hereinafter collectively referreds the “Antenna Equipment”) solely for
Tenant's internal, administrative purposes in thgdet, and Tenant shall not use the Antenna Egeiyirfor the provision of data transmission
or telecommunications services to any third partgsa part of a telecommunications network thased to provide data transmission or
telecommunications services to any third party.argrshall not re-sell or lease the
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communications capacity of the Antenna Equipmeranty provider of data transmission or telecommuidoa services, nor shall Tenant co-
locate any additional telecommunications facilibesapacity within the Roof Space. The precisation, size and configuration of the
Antenna Equipment shall (a) be subject to Landbpdior written approval, not to be unreasonablthield and (b) promote the safety,
aesthetics and efficiency of the Antenna Equipmerttyided, all of the Antenna Equipment and anynteaiance or modifications thereto or
placement thereof and all utilities used in conioectherewith shall be at Tenant's sole cost arkage, contained visually within a roof
screen, installed and operated to Landlord’s resslerspecifications, and installed, maintained rateel and removed in accordance with the
terms of the Lease, all applicable federal, statklacal laws, regulations, ordinances, rules, i&dend requirements (collectively, “Laws”),
any and all documents, easements, covenants, med#nd restrictions, and similar instrumentsetbgr with any and all amendments and
supplements thereto made from time to time, eacthath has been or hereafter is recorded in arigiaffor public records with respect to the
Building or any other portion of the Project (caligely, the “Recorded Matters”), and the priorhtig of any other Tenant, Tenant or occupant
in the Project. In no event shall Tenant punctheerbof membrane, impair the integrity of the regdtem or invalidate any warranty related to
the roof of the Building when installing, maintaigi repairing, modifying, operating or taking arifier action with respect to the Antenna
Equipment or Roof Space. Tenant shall, at its sos and expense, obtain all licenses and perred@sssary to install and operate the Antenne
Equipment within the Roof Space prior to performamy work related to the Antenna Equipment or Reypdice. Landlord shall cooperate
reasonably with Tenant to modify the roof screeatpment (subject to all applicable Laws, Recordettéis and the prior rights of any other
Tenant, Tenant or other occupant of the ProjeeBdhiired for signal quality, reconfiguration doethe installation of any HVAC systems and
other reasonable considerations; provided, theafcat such modifications shall be the sole andesive responsibility of Tenant. All
modifications to the Building, including the Rogb&e, if any, shall be reasonably approved by Lladdh writing prior to commencement of
any work or maintenance with respect to the Antdbgaipment. Tenant shall be solely responsibleatpfpr all utilities, including without
limitation electricity, used in connection with tAatenna Equipment and Roof Space. The AntennapEugnt shall remain the property of
Tenant and Tenant shall remove the Antenna Equipopan the expiration or earlier termination of thease. Tenant shall restore the Roof
Space and any other portion of the Building affédig the Antenna Equipment to its original conditigpon the removal of the Antenna
Equipment, excepting ordinary wear and tear. Teshall promptly repair any damage to the Buildiagsed by Tenant or the use, operation,
installation, repair, maintenance, alteration anogal of the Antenna Equipment. Tenant may notgassease, rent, sublet or otherwise trar
any of its interest in the Roof Space or the AnteBquipment. The Antenna Equipment shall compiywalt-non-interference rules of the
Federal Communications Commission. If applicablnant shall provide to Landlord a copy of (x) tleel€ral Communications Commission
(or other agency) grant which has awarded freqesrtoi Tenant and (y) a list of Tenant’s frequendything to the contrary contained
herein notwithstanding, if, during the Term, astslierm may be extended, Landlord, in its reasonjablgment,

2




Exhibit 10.09

believes that the Antenna Equipment poses a humalthhor environmental hazard that cannot be reatedlior has not been remediated wi
ten (10) days after Tenant has been notified thietleen Tenant shall immediately cease all openadithe Antenna Equipment and Tenant
shall remove all of the Antenna Equipment withiintyh(30) days thereafter. To the best of Tenakiteswledge, Tenant represents to Landlord
that the Antenna Equipment shall not emit any etestagnetic fields which pose a human health oirenmental hazard. Tenant shall not use
the Antenna Equipment, the Roof Space or any gibgion of the Project in any way which interfereish the use of the Project by Landlord,
or other Tenants or Tenants of Landlord or anyrodiceupant of the Building or Project. Such intezfece shall be deemed a material breac
the Tenant under the Lease, and Tenant shall,mfitre (5) days of written notice from Landlord, eEsponsible for terminating said
interference. In the event any such interferenasdmt cease within five (5) days of Landlord’stten notice, Tenant acknowledges that
continuing interference may cause irreparable ynand, Tenant shall immediately cease all operaifdhe Antenna Equipment and Tenant
shall remove all of the Antenna Equipment withimtyh(30) days thereafter. In addition, Tenant shalresponsible for insuring the Antenna
Equipment and Landlord shall have no responsibifigrefor. Tenant shall indemnify, defend (by caimeasonably acceptable to Landlord)
and hold harmless Landlord and Landlord’s officdiggctors, partners, employees, joint venturersmivers, trustees, owners, shareholders,
principals, agents, representatives successorasaighs (collectively, “Landlord’s Parties”) fromyaand all claims, demands, liabilities,
damages, judgments, costs and expenses (inclueisgmable attorneys’ fees) any of such Landlorditiés may suffer or incur arising out of
or related to the installation, use, operation,meaiance, modification, replacement and/or remof/tie Antenna Equipment or any portion
thereof.

3. License Fees; Duration of LicensesTenant shall to pay to Landlord three hundreg fibllars ($350.00) per month for the
Antennae License and one thousand two hundredrel¢$a,200.00) per month for the Storage Licenseadiitional fees shall apply, and
Tenant's Building Percentage Share shall not irees a result of the Antennae License or the §drwense. Either party may terminate the
Antennae License or the Storage License upon fif{&8) days prior written notice to the other party

4. Condition of Roof Space and Storage Spacd enant accepts the Roof Space and the Storage 8ptheir current “AS-1Sanc
“WITH ALL FAULTS” condition. Except with respect tany representations or warranties that may beessfyr set forth herein, Tenant
acknowledges that neither Landlord nor any agehaofilord has made any representations or warsarigress or implied, with respect to
the Roof Space or the Storage Space, includingowitlimitation, the suitability or fitness of tisame for the conduct of Tenant’s activities or
for any other purpose.

5. Entire Agreement. This Amendment represents the entire understgrizitween Landlord and Tenant concerning the stubjec
matter hereof, and there are no understandinggreements between them relating to the Lease,rdmaiges, the Roof Space or the Storage
Space not set forth in writing and signed by thetigs hereto. No
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party hereto has relied upon any representatiorrawgy or understanding not set forth herein, eitral or written, as an inducement to enter
into this Amendment.

6. Continuing Obligations . Except as expressly set forth to the contrary isy Amendment, the Lease remains unmodified and in
full force and effect. To the extent of any cortflietween the terms of this Amendment and the tefitise Lease, the terms of this

Amendment shall control.

[SIGNATURES ON FOLLOWING PAGE]
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IN WITNESS WHEREOF , the parties hereto have executed this Amendnseot the day and year first above written.

“LANDLORD”

SEQUOIA CENTER LLC,

a California limited liability company

By: G&W Ventures, LLC,
a California limited liability company,
its Manager

By: /sl Matthew T. White

Matthew T. White, Manager

“TENANT”

ENPHASE ENERGY, INC.,

a Delaware corporation

By: /s/ Paul Nahi
Namieaul Nahi
Its: President/CEO




EXHIBIT A

DEPICTION OF STORAGE SPACE

SEQUOIA BUSINESS CENTE
1400 N. MCDOWELL BLVD., H
SECOND FLOOR

Enphase

[
Storage VACANT
STE 200 - 48,000 SF

BASINSTREET
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THIRD AMENDMENT TO LEASE

(1400 N. McDowell Blvd.)

THIS THIRD AMENDMENT TO LEASE (this "Amendment”) dated September 25, 2014, isredtinto between SEQUOIA
CENTER LLC, a California limited liability company Landlord ") and ENPHASE ENERGY, INC., a Delaware corporaffoiienant").

THE PARTIES ENTER INTO THIS AMENDMENT based upon the following facts, understandingsimatethtions:

A. Landlord and Tenant previously entered into tteatain Redwood Business Park NNN Lease datedlime 3, 2011, as
amended by that certain First Amendment to Leatsddss of June 12, 2012 and as amended by thatrc&g¢cond Amendment to Lease date:
January 13, 2014 (collectively, thé &ase") pursuant to which Tenant leases from Landlord@@ rentable square feet of space in the bui
commonly known as 1400 N. McDowell Boulevard, Ratad, California. Capitalized terms used hereinrmotddefined herein shall have the
meanings set forth in the Lease in connection thidne

B. Landlord and Tenant desire to amend the Laag®ovided herein.

NOW, THEREFORE, IN CONSIDERATION of the mutual covenants and promises of the pattiesreceipt and adequacy of
which are hereby acknowledged, the parties hegteeaas follows:

1. Expansion of Premises Tenant agrees to add to the Premises and leasd findlord, and Landlord agrees to add to the
Premises and lease to Tenant, on the terms andtiomsdset forth in the Lease as modified by thimehdment, an additional 24,000 rentable
square feet of space on the second floor of thilBigi (the “Expansion Space€) as shown on Exhibit A

2. Delivery of Expansion Space; Condition Landlord shall deliver the Expansion Space toafémpon the mutual execution and
delivery of this Amendment. Tenant has inspectedgkpansion Space and, except for any obligatibhswdlord under this Amendment and
the Work Letter Agreement referenced in Sectiorld\w, agrees to accept the Expansion Space inigtrey "as is" condition, with all faults
and defects and without any representation or wyrraf any kind, express or implied.

3.  Work Letter Agreement . Landlord and Tenant shall each perform the weduired to be performed by it as described in the
Work Letter Agreement attached hereto as Exhibii#dgarding the construction of Landlord Work in tbkeby, and the Tenant Improvements ir
the Expansion Space. Landlord and Tenant shall padbrm such work in accordance with the terms@oitions contained therein.

1
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4. Expansion Space Rent CommencementVith respect to the Expansion Space, Tenantigatibn to pay Rent shall commence
on the_earlieto occur of (a) the date the Tenant Improvememtsictacted pursuant to the Work Letter Agreemensafstantially completed
in the Expansion Space except for minor punchnlastk, and (b) April 1, 2015 (such earlier date Igeieferred to herein as th&ES Rent
Commencement Daté).

5. Expansion Space Base RentCommencing on the ES Rent Commencement Dat&abe Rent for the Expansion Space shall
be as set forth in the chart below:

Period Rate Monthly Base Rent
£S Rent Commerice- $1.17 $28,080.00
5/1/2015 — 4/30/16 $1.20 $28,800.00
5/1/2016 — 4/30/17 $1.24 $29,760.00
5/1/2017 — 4/30/18 $1.27 $30,480.00
5/1/2018 — 4/30/19 $1.31 $31,440.00
5/1/2019 — 4/30/20 $1.35 $32,400.00
5/1/2020 - 4/30/21 $1.39 $33,360.00
5/1/2021 — 4/30/22 $1.43 $34,320.00

Base Rent for the original Premises shall remaisea$orth in Section 23 of the Lease.

6. Tenant's Building Percentage Share Effective on the ES Rent Commencement Dafiegriant's Building Percentage Sharé
shall be 66.67 percent (%) (i.e., 48,000 rsf / @Q,65f = 66.67%), subject to further changes purstmSection 1.9 of the Lease.

7. Grid -Tied Photovoltaic System Tenant wishes to install a Grid-Tied photovolt®ystem on the roof the Building consisting of
two (2) arrays totaling 262 solar modules and eglaquipment (collectively, thePhotovoltaic Systent’), as more fully described in (i) the
plans prepared by Realgoods Solar dated April 242®ntaining sheets PV-000, PVAQL, PV-A01A, PV-AB¥-A03, PV-A04, PV-EQ1, PV-
E02, (System Placards), PV-E02 (Electrical Calos) BV-GO1 or such other plans as may be approvediiimg by Landlord, and (ii) the
plans from ZFA Structural Engineers, which shaprawed by Landlord in writing prior to commencemehtonstruction (collectively, the “
Specifications”).

8. Landlord Approval. Landlord hereby consents the installation of thet®N¥oltaic System and the Roof Coating (definedbg!
on the roof of the Building on the terms and caod# set forth in this Amendment.
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9. Terms and Conditions. The following terms and conditions shall applythe work contemplated in Section 7 and 8 of this
Amendment:

9.1 Permits. Tenant shall obtain all permits required for Wk contemplated Sections 7 and 8 above; providat
Landlord shall reasonably cooperate in procurinrghquermits at no cost to Landlord.

9.2 SiliconeRoof Coating. In connection with the installation of the Phaittaic System, Tenant shall install a silicone roof
coating (the ‘Roof Coating”) over the entire roof of the Building in accordanwith the specifications set forth in the propdsan Petersen
Dean contractors dated May 16, 2014 containinggages, plus walking pads for the protection ofRloef Coating (the ¥Walking Pads”) in
locations and with specifications to be approved &ydlord, which approval shall not be unreasonabititheld, conditioned or delayed (and
failure to respond with five (5) business days te@uest for consent shall be deemed approvalh So@ting and Walking Pads are required tc
(i) prevent leaks in the roof of the Building falng numerous penetrations to the roof membrantewiioccur in connection with the
installation of the Photovoltaic System and (iijead the life of the roof system which after thefholtaic System installation would be very
expensive to replace. Tenant shall use best efiiimit its activities on the roof to the WalkirRpds to protect the Roof Coating.

9.3 Maintenance. Tenant shall maintain the Photovoltaic Systemgdad condition and repair at its sole cost and espeBY
installing the Photovoltaic System, Tenant will figcreating numerous penetrations of the roof tneme, (ii) adding substantial weight on
roof of the Building and (iii) accessing the roof @ more frequent basis to monitor, adjust. maintaimodify the Photovoltaic System. Tenant
acknowledges that all maintenance, repair and cepiant costs with respect to the roof, the Rootti@gathe roof membrane and the roof
structure incurred by Landlord in connection witle installation, use, modification or removal o hotovoltaic System will constitute
Operating Expenses under the Lease. The foregsingtiintended to and shall not limit Tenant’s imedty under Section 27 of the Lease.

9.4 Costs Landlord shall reimburse Tenant for the out-oflget cost of installing the Roof Coating up to aximaum of
seventy-five thousand dollars (75,000.00). Suamipeirsement shall be paid within thirty (30) daylofwing Landlord’s receipt of invoices or
other documentation reasonably requested by Lath@eidencing such costs. Tenant shall be resp@n&iblall other costs and expenses of the
work performed pursuant to Section 7 and SectiohtBis Amendment, including without limitation aksign, permitting, construction,
maintenance, repair and replacement costs.

9.5 Applicability of Lease Section 10.2 Section 10.2 of the Lease shall apply to the vemtemplated in this Amendment.
Without limiting the foregoing, Tenant shall remabe Photovoltaic System, but shall have no oliligato remove the Roof Coating, at the
end of the Term in accordance with Section 10.2t6@Lease.
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9.6 Applicability of Lease Section 27 Section 27 of the Lease, including without lirtita the indemnity set forth therein,
shall apply to the work contemplated in Sectiomd@ &ection 8 of this Amendment. The Photovoltaist&y and the Roof Coating shall
constitute “Equipment ” under Section 27 of the Lease; provided thaintenance of the Roof Coating shall be perforimetdandlord
pursuant to Section 9.3 above and provided futtiegr Tenant shall have no obligation to removeRbef Coating at the end of the Term.

9.7 Changes Any changes to the Photovoltaic System, the Rmafting or the Specifications shall require theipwritten
approval of Landlord, which approval shall not Imeaasonably withheld, conditioned or delayed, &h@ndlord fails to respond within five
(5) business days of a written request for apprawmdl Tenant provides Landlord with written noti¢esiach failure (a “Response Notice”), then
such request shall be deemed approved unless lrdréisponds to Tenant’s request within two (2) bess days following receipt of the
Response Notice. Without limiting the foregoing,Eguipment (except for the Roof Coating) shall benmitted within six (6) feet of the edge
of the roof of the Building.

10. Entire Agreement. This Amendment represents the entire understgrizktween Landlord and Tenant concerning the subjec
matter hereof, and there are no understandinggreements between them relating to the Lease,rémaiges, or the Expansion Space not set
forth in writing and signed by the parties heréto.party hereto has relied upon any representatiamanty or understanding not set forth
herein, either oral or written, as an inducemerdriter into this Amendment.

11. Continuing Obligations . Except as expressly set forth to the contrary i Aimendment, the Lease remains unmodified and |
full force and effect. To the extent of any cortflietween the terms of this Amendment and the tefitise Lease, the terms of this
Amendment shall control.

[SIGNATURES ON FOLLOWING PAGE]
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IN WITNESS WHEREOF , the parties hereto have executed this Amendnseot the day and year first above written.

“LANDLORD”

SEQUOIA CENTER LLC,

a California limited liability company

By: G&W Ventures, LLC,
a California limited liability company,
its Manager

By: /sl Matthew T. White

“TENANT”

ENPHASE ENERGY, INC.,

a Delaware corporation

By: /s/ Paul Nahi
Namieaul Nahi
Its: President/CEO

/sl Kris Sennesael
Name: Kris Sennesael

Matthew T. White, Manager

Its: CFO

EXHIBIT A

EXPANSION SPACE
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EXHIBIT B

WORK LETTER

THIS WORK LETTER AGREEMENT supplements that certalird Amendment to Lease (theAtmnendment
") dated , 2014, executed by SEQUCHATER LLC, a California limited liability company
Landlord ") and ENPHASE ENERGY, INC., a Delaware corporaffbiienant"). All capitalized terms not otherwise
defined herein shall have the same meaning as ttagstalized terms contained in the Amendment erLibase.

SECTION 1
LANDLORD'S WORK. The term* Landlord Work " shall include the work set forth belo




1.1 Lobby Remodel.Landlord shall make upgrades to the lobby of thédig in accordance with the plans
and specifications set forth on Exhibil1Bat Landlord’s sole cost and expense; provithed any costs and expenses of
the lobby upgrade work in excess of $150,000.00 bbgpaid by Tenant; and provided furtlteat the plans and
specifications set forth on Exhibit B are preliminary, and the final scope of work, eniais and finishes for the lobby
work are subject to the review and approval of Tenahich approval shall not be unreasonably wikththe

1.2 HVAC . Within three (3) business days following the nalitexecution and delivery of this Work Letter
Agreement, Landlord shall retain John Petro witlholor Environmental Services (thédfVAC Inspector ") to perform
a thorough inspection of the HVAC system servirgyExpansion Space, the scope of such inspection and
accompanying report to be subject to the reasomaluereview and approval of Tenant. Landlordtatsiole cost and
expense shall promptly cause all repairs and replaats recommended by the HVAC Inspector (HAC Work” )
to be performed by an HVAC repair consultant (tH& AC Repair Contractor ") selected by Landlord subject to
approval by Tenant, which approval shall not beeasonably withheld. Landlord shall cause the HVA§pEkctor to
certify to Tenant in writing (the HVAC Certificate”) that the HVAC Work has been completed by the HVAEp&r
Contractor in good and workmanlike manner and mgleance with all applicable laws. Landlord shalinsanty the
HVAC Work for a period of twelve months after sudigial completion of the HVAC Work.

SECTION 2
TENANT'S WORK

2.1 _Selection of Tenant's Architedith respect to Tenant's construction of any imwpments that are to be
permanently affixed to the Expansion Space (callelyt, the "Tenant Improvements”), Tenant shall retain an
architect ("Tenant's Architect ") approved by Landlord (which approval shall netunreasonably withheld,
conditioned or delayed and failure to respond wifivie (5) business days to a request for apprsivall be deemed
approval) to prepare a complete set of architektstrauctural, mechanical, electrical and plumbivayking drawings
for the Expansion Space (collectively, the&/brking Drawings "). Landlord hereby approves Ross Drulis Cusenberr
as Tenant's Architect.

2.2 _Development Drawingdenant shall arrange for Tenant's Architect &ppre and deliver to Landlord
two (2) copies of Tenant's preliminary floor plam the Expansion Space (th®&velopment Drawings') prior to
preparing any architectural working drawings orieagring drawings. The Development Drawings simallude a
layout and designation of all offices, rooms arfteoipartitioning, their intended use, and equipntefe contained
therein. Landlord shall approve (which approvallshat be unreasonably withheld or conditionedylmapprove of the
Development Drawings by written notice to Tenarttwni five (5) business days after Landlord's retceffhe
Development Drawings, and if Landlord fails to resg@ within such five (5) business day period andare provides
Landlord with written notice of such failure (a “sf@wnse Notice”), then the Development Drawingsl dfeatleemed
approved by Landlord unless Landlord disapprovedxavelopment Drawings within two (2) business dallswing
receipt of the Response Notice. If Landlord disapps of the Development Drawings, Tenant shall tbn(i) cause
the Development Drawings to be revised to corragtdeficiencies or address any other matters tahvbandlord has
reasonably objected, and (ii) deliver the revised&opment Drawings to Landlord for its review apgproval.
Landlord shall approve (which approval shall noubeeasonably withheld or conditioned) or disapprof/the revised
Development Drawings by written notice to Tenarthwi five (5) business days after Landlord's receffihe revised
Development Drawings, and if Landlord fails to reis@ within such five (5) business day period andarg provides
Landlord with a Response Notice regarding suchifajlithen the revised Development Drawings shatldemed
approved by Landlord unless Landlord disapprovegéhised Development Drawings within two (2) besmdays
following receipt of the Response Notice. The Depeatent Drawings approved by Landlord are hereinadtierred to
as the "Approved Development Drawings'.

2.3 _Working Drawings After Landlord has approved the Development Dnaxsj Tenant shall promptly
cause Tenant's Architect to complete the architatand engineering drawings for the Expansion 8pand cause
Tenant's Architect to compile a fully coordinatexd of architectural, structural, mechanical, eleatrand plumbing
working drawings for the Expansion Space (colletiythe "Working Drawings "). The Working Drawings shall be
consistent with the Approved Development Drawirigsant shall deliver to Landlord two (2) copieste Working




Drawings for Landlord's review and approval. Lamdlshall approve or disapprove of the Working Draysi by
written notice to Tenant within ten (10) busineaggafter Landlord's receipt of the Working Dravanij Landlord
disapproves of the Working Drawings, Tenant shahpptly (i) cause the Working Drawings to be redise correct
any deficiencies or address any other matters tohattandlord has objected, and (ii) deliver theised Working
Drawings to Landlord for its review and approvateTwWorking Drawings approved by Landlord are hexfer referre
to as the 'Approved Working Drawings ".

2.4 _Approved Working DrawingsAfter Landlord has approved the Working Drawingsnant shall
promptly submit the same to the appropriate govemtal agency or department for all applicable baggermits.
Tenant hereby agrees that neither Landlord nor load'd consultants shall be responsible for obtgir@ny building
permit or certificate of occupancy for the Expansgpace and that obtaining the same shall be Temrasponsibility;
provided, however, that Landlord shall cooperatia vienant in executing permit applications and granfng other
ministerial acts reasonably necessary to enablaran obtain any such permit or certificate ofugzancy. No
changes, modifications or alterations to the ApptbWorking Drawings (including without limitatiohdse changes, if
any, required by the applicable governmental agendepartment as a condition to issuing the reguuilding
permit, it being the intent of the parties that dknd shall have an opportunity to review and readdy dispute such
required changes in good faith) may be made withwiprior written consent of Landlord, which comisghall not be
unreasonably withheld or conditioned, and if Landlfails to respond within five (5) business dagkofwing receipt of
a written request to approve change(s) and Temanides Landlord with a Response Notice regardirghdailure,
then the requested changes to the Approved Woikiagiings shall be deemed approved by Landlord srilasdlord
disapproves the requested change(s) within twbiness days following receipt of the ResponsécHot

2.5 _No Liability. Landlord's review of the Development Drawings #m&lWorking Drawings is solely for
Landlord's purpose. Accordingly, Landlord shall &éano liability whatsoever in connection therewittdahall not be
responsible for any omissions or errors containgtieé Development Drawings or the Construction Dng.

SECTION 3
CONSTRUCTION OF THE TENANT IMPROVEMENTS

3.1 Tenant's Contractor and Tenant's Agents

3.1.1 Tenant's ContractorTenant shall retain a general contractoréhant's Contractor ")
approved in writing by Landlord to construct then@et Improvements. Landlord shall not unreasonuafitlyhold,
condition or delay its approval of Tenant's Cortwa¢and failure to respond within five (5) busiaeiys to a request
for approval shall be deemed approval). Landlomlne accepts Vila Construction, Kirby ConstructamrBBS
Construction as Tenant's Contractor.

3.1.2 Tenant's AgentsTenant shall provide Landlord with a list of slibcontractors, laborers,
materialmen and suppliers used by Tenant (suchosiactors, laborers, materialmen and suppliegetteer with
Tenant's Contractor, are collectively referreddd @enant's Agents”.

3.2 Construction of Tenant Improvements

3.2.1 Tenant's Agents

3.2.1.1 Landlord's General Conditiong enant's and Tenant's Agents' construction of the
Tenant Improvements shall comply with the followifigy the Tenant Improvements shall be construatesdrict
accordance with the Approved Working Drawings; é@ndrenant shall abide by all of Landlord's comugialy
reasonable rules with respect to the storage ofniadd, coordination of work with the contractofsother tenants, and
any other matter in connection with this Work Le#greement, including, without limitation, the &truction of the
Tenant Improvements. A copy of Landlord’s curresnigtruction rules are attached hereto as Exhi@it B

3.2.1.2 Indemnity. Tenant's indemnity of Landlord as set forth ia Llease shall also apply
with respect to any and all costs, losses, damagasges and liabilities related in any way to aamt or omission of
Tenant or Tenant's Agents, or anyone directly diractly employed by any of them, or in connectvath Tenant's



non-payment of any amount arising out of the Telaprovements and/or Tenant's disapproval
of all or any portion of any request for payment.

3.2.1.3 Insurance Requirements

3.2.1.3.1 General CoveragesTenant's Contractor shall carry worker's compgéosa
insurance covering all of its respective employaas shall also carry public liability insurancd,vaith limits, in form
and with companies as are reasonably required bglbed, and Tenant shall require its Contractaetuire its
subcontractors, materialmen and suppliers to dedhee.

3.2.1.3.2 General TermsTenant shall deliver to Landlord certificates &rinsurance
required to be carried by Tenant or Tenant's Cotdrgursuant to this Section 3.2.1.3 prior todbemmencement of
construction of the Tenant Improvements and beafoeel enant's Contractor's equipment is moved dr@site. Tenant
shall use commercially reasonable efforts to caillsgich policies of insurance to contain a pranghat the company
writing said policy will give Landlord thirty (30jays' prior written notice of any cancellation @pse of the effective
date or any reduction in the amounts of such ima@aAll policies carried under this Section 3.2.4hall insure
Landlord, Basin Street Properties and Tenant, @s ititerests may appear, as well as Tenant's &ctotr, as applicabl
Such insurance shall provide that it is primarynasice as respects the Landlord and Basin StrepeRies and that
any other insurance maintained by Landlord or B&siret Properties is excess and noncontributitig tive insurance
required hereunder. The requirements for the farggimsurance shall not be construed to modifyptievisions for
indemnification of Landlord by Tenant under this lWaetter Agreement.

3.2.2 Governmental ComplianceThe Tenant Improvements shall comply in all respavith all
applicable laws, building codes, ordinances andletigpns.

3.2.3 Inspection by LandlordLandlord shall have the right to inspect the Teraprovements at all
times, and provided further that Landlord shall meteasonably interfere with the performance offteeant
Improvements, provided however, that Landlord'lifaito inspect the Tenant Improvements shall irvent constitut
a waiver of any of Landlord's rights hereunder stwall Landlord's inspection of the Tenant Improveta&onstitute
Landlord's approval of the same. Should Landlosajpglprove any portion of the Tenant Improvementadlaad shall
notify Tenant in writing of such disapproval ana@blspecify the items disapproved. Any defectoindeviations from
the Approved Working Drawings by the Tenant Improeats, shall be rectified by Tenant at no expeadandlord.

3.3 Notice of Completion; Copy of PlandVithin ten (10) Business days after the Tenamrbwement are
completed, Tenant shall cause a Notice of Compidbdbe recorded in the office of the RecordehefCounty in
which the Building is located in accordance witlet8mn 3093 of the Civil Code of the State of Caiifia or any
successor statute, and shall furnish a copy théododndlord upon such recordation. If Tenant felslo so, Landlord
may execute and file the same on behalf of Teraieaant's agent for such purpose, at Tenant'sesteand expense.
At the conclusion of construction, Tenant shallssalienant's Architect and Tenant's Contractor ttatgpthe Approve
Working Drawings as necessary to reflect all charmgade to the Approved Working Drawings duringaberse of
construction and deliver to Landlord a set of thdated permitted Approved Working Drawings, in bpéper and
electronic formats as reasonably required by Lauxldlo

SECTION 4
MISCELLANEOUS

4.1 Tenant's Representativdenant has designated Matt Rudie as its soleseptative with respect to the
matters set forth in this Work Letter Agreementpoveiall have full authority and responsibility & an behalf of
Tenant as required in this Work Letter Agreement.

4.2 Landlord's Representativé andlord has designated Matt Sherrill as its sepgesentative with respect to
the matters set forth in this Work Letter Agreemaerito, until further notice to Tenant, shall hau#t &uthority and
responsibility to act on behalf of Landlord as riegd in this Work Letter Agreement.

4.3 Time of the Essence in This Work Letter Agreemdusihless otherwise indicated, all references henmea




" number of days" shall mean and refer to calendar days. If any itequiring approval is timely disapproved
by Landlord, the procedure for preparation of tbeutment and approval thereof shall be repeatetithetdocument is
approved by Landlord.

SECTION 5
TENANT IMPROVEMENT ALLOWANCE

5.1 Tenant Improvement Allowancelenant shall be entitled to a one-time tenanrawpment allowance
(the "Tenant Improvement Allowance") of $40.00 per rentable square foot of the ExpanSpace ($40.00 X 24,000
= $960,000.00) for the costs relating to the deaigh construction of the Tenant Improvements; gledj however, th
Landlord shall have no obligation to disburse alhoy portion of the Tenant Improvement Allowanad enant unless
Tenant makes a request for disbursement pursudme terms and conditions of Section 5.2 belowrgndhat date
which is twelve (12) months after the Commencenate. In no event shall Landlord be obligated t&ena
disbursements pursuant to this Work Letter Agrednmea total amount which exceeds the Tenant Imgmuant
Allowance. Tenant shall not be entitled to receing cash payment or credit against Rent or otherfeisany unused
portion of the Tenant Improvement Allowance whismot used to pay for the Tenant Improvement Alloeealtems
(as such term is defined below).

5.2 Disbursement of the Tenant Improvement Allowance

5.2.1 Tenant Improvement Allowance ItemE&xcept as otherwise set forth in this Work Letter
Agreement, the Tenant Improvement Allowance shalllisbursed by Landlord only for the following itermnd costs
(collectively, the "Tenant Improvement Allowance Items"):

5.2.1.1 Payment of the fees of Tenant's Architect and thgirteers;

5.2.1.2 The payment of plan check, permit and license ffekeing to construction of the
Tenant Improvements;

5.2.1.3 The cost of construction of the Tenant Improvemeantduding, without limitation,
contractors' fees and general conditions, testimbi@spection costs, costs of utilities, trash reahoparking and hoists,
(Landlord hereby covenants that there will be nst oo expenses charged to Tenant for after-hoargtt elevator
usage);

5.2.1.4 The cost of any changes to the Working Drawing§easrant Improvements required by
Code;

5.2.1.5 Sales and use taxes and Title 24 fees imposeq sde result of the construction of
the Tenant Improvements (it being understood ameleathat the provisions of the Lease regardingptiamce with
laws shall govern all other costs, expenses orgagable as a result of the application of Titlg; 24d

5.2.1.6 Any other costs paid to Landlord in connection with construction of the Tenant
Improvements.

5.2.2 Disbursement of Tenant Improvement Allowan&ubject to Section 5.1 above, during the
construction of the Tenant Improvements, Landldrallsnake monthly disbursements of the Tenant Iimwamgent
Allowance for Tenant Improvement Allowance ltemstfte benefit of Tenant and shall authorize theasé of monies
for the benefit of Tenant as follows:

5.2.2.1 Monthly DisbursementsOn or before the tenth (10th) day of each calenumth
during the construction of the Tenant Improvemenénant shall deliver to Landlord: (i) a requestgayment, in a
form to be provided by Landlord, showing the schedoy trade, of percentage of completion of thaare
Improvements in the Expansion Space, detailingptitéon of the work completed and the portion nmhpleted; (ii)
invoices from all of Tenant's Agents for labor reretl and materials delivered to the Expansion Sgaigexecuted
mechanic's lien releases (conditional for currembices and unconditional for prior paid invoicés)m all of Tenant's




Agents which shall comply with the appropriate psens, as reasonably determined by
Landlord, of California Civil Code Section 3262(djd (iv) all other information reasonably requdsig Landlord.
Tenant's request for payment shall be deemed Terateptance and approval of the work furnishedoathe
materials supplied as set forth in Tenant's paymegqiest. On or before the tenth (10th) day ofeHewing calendar
month, Landlord shall deliver a check to Tenant enpayable to Tenant's Contractor in payment ofdbger of (A) the
amounts so requested by Tenant, as set forthsarSiction 5.2.2.1, above, less a ten percent (1@8n)tion (the
aggregate amount of such retentions to be knowineasFinal Retention ") and (B) the balance of any remaining
available portion of the Tenant Improvement Allowar{not including the Final Retention), providedtthandlord doe
not reasonably dispute any request for paymenidbaseéon-compliance of any work with the Approvediing
Drawings, or due to any substandard work, or fgr@ther reason. Landlord's payment of such amairai not be
deemed Landlord's approval or acceptance of th& fuonished or materials supplied as set forthemdnt's payment
request.

5.2.2.2 Final Retention Subject to the provisions of this Work Letter Agment, a check for
the Final Retention payable jointly to Tenant amthdnt's Contractor shall be delivered by Landlord@iénant following
the completion of construction of the Tenant Imgnoents in the Expansion Space, provided that @aiiedelivers to
Landlord properly executed mechanics lien releasesmpliance with both California Civil Code Sexti3262(d)(2)
and either Section 3262(d)(3) or Section 3262(ddAY (i) Landlord has determined that no substeshavork exists it
the Tenant Improvements which adversely affectsriteehanical, electrical, plumbing, heating, vefitigaand air
conditioning, life-safety or other systems of th&lBing, the curtain wall of the Building, the stture or exterior
appearance of the Building, or any other tenasesai such other tenant's leased premises in theiiy

5.2.2.3 Other Terms Landlord shall only be obligated to make disborsets from the Tenant
Improvement Allowance to the extent costs are ireiby Tenant for Tenant Improvement Allowance kem

"LANDLORD " " TENANT "
SEQUOIA CENTER LLC, ENPHASE ENERGY, INC.,
a California limited liability company a Delaware corporation

By: G&W Ventures, LLC,
a California limited liability company,
its Manager By:
Name: Paul Nahi
Its: President/CEO

By :
Matthew T. White, Manager

EXHIBITB -1

Lobby Plans and Specifications
[to be attached]

EXHIBIT B -2

Construction Rules

[to be attached]






Exhibit 10.11

FOURTH AMENDMENT TO LEASE

(1400 N. McDowell Blvd.)

THIS FOURTH AMENDMENT TO LEASE (this “Amendment”) dated December 30, 2014, is reaténto between SEQUOIA
CENTER LLC, a California limited liability company Landlord ") and ENPHASE ENERGY, INC., a Delaware corporatfvifenant ).

THE PARTIES ENTER INTO THIS AMENDMENT based upon the following facts, understandingsimatethtions:

A. Landlord and Tenant previously entered into tteatain Redwood Business Park NNN Lease datedlame 3, 2011, as
amended by that certain First Amendment to Leatsddss of June 12, 2012, as amended by that c&#aiond Amendment to Lease dated
January 13, 2014, and as amended by that cert#id Aimendment to Lease (therhird Amendment ") dated September 25, 2014
(collectively, the “Lease”) pursuant to which Tenant leases from Landlor@@8 rentable square feet of space in the buildolgmonly
known as 1400 N. McDowell Boulevard, Petaluma, 8atia. Capitalized terms used herein and not éefinerein shall have the meanings se
forth in the Lease in connection therewith.

B. Landlord and Tenant desire to amend the Laag®ovided herein.

NOW, THEREFORE, IN CONSIDERATION of the mutual covenants and promises of the pattiesreceipt and adequacy of
which are hereby acknowledged, the parties hegteeaas follows:

1. Work Letter Agreement . Section 1.1 (Lobby Remodel) of the Work Lettetaghed as Exhibit B the Third Amendment (tl
“Work Letter”) is hereby deleted in its entiretycashall not be replaced. Tenant acknowledges thadllord is not required to perform or pay
for any work in connection with the Third Amendmenthe Work Letter, except that Landlord shallfpan and pay for the work set forth in
Section 1.2 (HVAC) of the Work Letter and shall yide the Tenant Improvement Allowance in accordamitle Section 5.1 of the Work Lett
as modified by Section 1.2 below.

2. Tenant Improvement Allowance. The Tenant Improvement Allowance is hereby incrédse total of one million one
hundred ten thousand dollars ($1,110,000.00), wisitfased on the following allocations:

a) $960,000.00 original amount per Section 5.1 oftark Letter; an
b) $150,000.00 additional contribution toward lobbytgres
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*The portion of the Tenant Improvement Allowanceritified as item b above must be used for the mewd lobby upgrades, and
such allocated amounts of the Tenant Improvemeloiva@nce shall not be used for any other purpose.

3. Entire Aagreement. This Amendment represents the entire understariihgeen Landlord and Tenant concerning the subject
matter hereof, and there are no understandinggreements between them relating to the Lease,rémaiges, or the Expansion Space not set
forth in writing and signed by the parties her&to.party hereto has relied upon any representgtivasanty or understanding not set forth
herein, either oral or written, as an inducemergriter into this Amendment.

4. Continuing Obligations . Except as expressly set forth to the contrary i Amendment, the Lease remains unmodified and ir
full force and effect. To the extent of any cortflietween the terms of this Amendment and the tefitise Lease, the terms of this
Amendment shall control.

[SIGNATURES ON FOLLOWING PAGE]
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IN WITNESS WHEREOF , the parties hereto have executed this Amendnseot the day and year first above written.

“LANDLORD”

SEQUOIA CENTER LLC,

a California limited liability company

By: G&W Ventures, LLC,
a California limited liability company,
its Manager

By: /sl Matthew T. White

Matthew T. White, Manager

“TENANT”

ENPHASE ENERGY, INC.,

a Delaware corporation

By: /s/ Paul Nahi
Namieaul Nahi
Its: President/CEO




Exhibit 10.13

FIRS T AMENDMENT TO LEASE

(1420 N. McDowell Blvd.)

THIS FIRST AMENDMENT TO LEASE (this “Amendment”) tizd as of January 12, 2012, is entered into bet@&EpUOIA
CENTER LLC, a California limited liability companiLandlord”) and ENPHASE ENERGY, INC., a Delawarergoration (“Tenant”).

THE PARTIES ENTER INTO THIS AMENDMENT based uporetfollowing facts, understandings and intentions:

A. Landlord and Tenant previously entered into tetain Redwood Business Park NNN Lease datefl ase 3, 2011 (together with
all exhibits thereto, the “Lease”) pursuant to whienant leases from Landlord the first floor ¢# thuilding commonly known as 1200 N.
McDowell Boulevard, Petaluma, California. Capitelizterms used herein and not defined herein shad the meanings set forth in the Lease
(including the Work Letter Agreement attached akiEix B thereto) in connection therewith.

B. Landlord and Tenant desire to make certain chsubg the Lease as further provided herein.

NOW, THEREFORE, IN CONSIDERATION of the mutual covamts and promises of the parties, the receipadeduacy of which are
hereby acknowledged, the parties hereto agredlas/$o

1. Estimated Commencement DateThe Estimated Commencement Date is hereby exteond@dFebruary 15, 2012 with respect to
second and third floors of the Building, and (iipr 10, 2012 with respect to the first floor oktBuilding. Tenant acknowledges that Landlorc
may deliver the Premises to Tenant in the conditémuired by the Lease prior to the Estimated Conwament Date, and that in such even
Commencement Date shall occur prior to the Estich@emmencement Date on the date the Premises bstaBtially Completed as definec
Section 13 of the Work Letter Agreement.

2. Approved Working Drawings . Landlord and Tenant hereby agree that the Workirayvings listed on Schedule 1 attached hereto
shall be deemed the “Approved Working Drawingstler Section 2 of the Work Letter Agreement. Teshall either (a) modify the Approv
Working Drawings to restore the roof access thatld/de eliminated per the Approved Working Drawings(b) install roof walking pads as
reasonably determined by Landlord to allow fullfraocess from other access points, with such clsaogestituting a Tenant requested Che
Order at Tenant's sole cost. Landlord shall hageitiht to direct changes to the
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Approved Working Drawings to effectuate the Cha@gder Requests listed on Exhibit(the "COR's"). Such changes shall be subject to
Tenant's approval, which shall not be unreasonatiljheld, conditioned or delayed. Such changestieby Landlord shall not constitute
Tenant requested Change Orders. By way of exarhale]lord shall specify the mesh material contengglah COR No. 31, and Tenant may
suggest alternative materials but may not requireterial that does not result in the savings coptated in COR No. 31 .

3. Approved Budget. This Section 3 of this Amendment replaces aneésgules Section .3 of the Work Letter Agreemertt vaspect
to Tenant's budget approval for the Tenant Impreu@sito be constructed in the Premises, but thébaméem set forth in Section 3 of the
Work Letter Agreement shall apply with respectrte tonstruction of Tenant Improvements in the EgganSpace in the event Tenant
exercises its expansion rights pursuant to Se@4doof the Lease. Tenant hereby approves the Témgmovement Summary attached hereto a
Exhibit A (the “Approved Budget”), which is based on the g from Vila Construction dated November 16, 2@itached hereto &xhibit
B and the Approved Working Drawings referenced theras modified by the COR's (as so modified, therif€actor Proposal”). In no event
shall Tenant's Contribution (defined below) be @ased because the Tenant Improvement Summaryedtheneto as Exhibit failed to
include an item expressly and unambiguously reduitehe Approved Working Drawings, as modifiedtbg COR's. For the purposes of
clarity, the parties hereby agree that the Approtetking Drawings did noéxpressly and unambiguously require a water prgafiembrane
on the concrete slab on the first floor. The Apm@Budget applies to the Premises as well as atiadd 24,000 square feet of space located
in the adjacent building having an address of 1MOBIcDowell Boulevard, Petaluma, California.

4. Tenant Payment for Tenant Improvements Section 6 of the Work Letter Agreement is herdbleted in its entirety and replaced
with the following: Tenant shall pay to Landlord,$45,521.66, which represents Tenant's contributiche portion of the Tenant
Improvements described in the Approved Working Dn@ys and the COR's applicable to the Premises 1586 X $1,527,362.21) as more
particularly set forth in the Approved Budget ("Betis Contribution”). Tenant shall pay such amaumthe following schedule: 50% upon the
mutual execution and delivery of this Amendmen&okithin ten (10) days following the delivery ofetlsecond and third floors of the Build
to Tenant in the condition required by the Lease, 26% within ten (10) days following the deliverfythe first floor of the Building to Tenant
in the condition required by the Lease. Notwithdiag anything to the contrary contained in the Woekter Agreement, Landlord shall be
responsible for any and all costs to perform suorkvin excess of Tenant's Contribution; provideflthat (i) any changes by Tenant to the
Approved Working Drawings or the COR's listed irhibit C , including without limitation changes contemplateadthange order requests
previously approved by Tenant but not includechimn €OR's listed in Exhibit Cand (ii) any additional costs resulting from esror omissions
in the Approved Working Drawings, shall constit@keange Orders per Section 8 of the Work Letter Agrent, and (b) that Tenant shall be
solely responsible for the cost of procuring aratailing any trade fixtures, equipment, applianéesjiture, furnishings, telephone or compt
equipment or wiring or other personal property.phgvided in Section 9 of the Work Letter
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Agreement, all delays in Substantial Completiothef Tenant Improvements beyond the Estimated Coroemeent Date caused by Tenant
requested Change Orders (including Change Ordsutireg from errors or omissions in the ApprovedMing Drawings) shall constitute
Tenant Delays. Notwithstanding the foregoing, Landlishall be responsible for delays and costs tiagufom an error or omission in the
Approved Working Drawings that both (A) would natve been avoided by a licensed architect applyiagtandard of care customary in the
industry, and (B) Vila Construction, applying thtaredard of care customary in the industry, shoalkemonetheless taken into account when
preparing the estimate reflected in the Approvedd®u. As an example, the following omission in @@R's would be the responsibility of
Landlord: COR No. 12 calls for the removal of pegtar column drywall encasements, which resultezkposure of the window side of the
columns to daylight. Due to the opaque qualitylatg and the original condition of the drywall eseraent having a dark paint finish, this
condition was not contemplated by Axia as warrangipplication of finish paint to that side of th@umns despite Axia exercising customary
care in the industry with respect to such encaseneemoval. When direct daylight is applied, howetke columns are somewhat apparent
from the exterior, and Vila Construction, exercgsgustomary care in estimating the cost of CORI¥9 should have included (and did
include) the painting of the backside of the colsnifialey Recio, Matt Rudie, Russ Sweeney and Pali shall have authority to approve
Change Orders and any Change Order approved imgvdt by email by any such representative shabibding upon Tenant. As an
accommodation to Tenant, Landlord shall requirenpayt for Change Orders for which Tenant is resfasvithin five (5) days following
Tenant's notice to proceed with a Change Ordeerdtfan requiring prepayment as previously requinethe Work Letter Agreement.

5. Special Circumstances Notwithstanding the allocation of responsibiktir costs set forth in Section 4 above, Landbond Tenant
have allocated certain costs as follows:

5.1. Toilet Partitions . So long as Tenant does not make any improveneemther modifications to the restrooms serving the
Premises, Landlord shall be responsible, at its soét, for all work in the restrooms required Iy City of Petaluma to comply with
the Americans with Disabilities Act (the "ADA"). Tfenant elects to make any improvements or othelifinations to the restrooms
that trigger any work to comply with ADA, such woskall constitute a Change Order at Tenant's sxde ¢

5.2. Stairway. The Contractor Proposal contemplates granitesggmented treads with granite slab risers forttagnal lobby
stairway. Any structural upgrades to the stairnequired as a direct result of the granite treadisriesers that are not included in the
Contractor Proposal shall be at Landlord’s solé.cwsy additional structural upgrades requireddocemmodate stairway components
or details different from those in the Contractoogdsal shall constitute Tenant requested Chander@it Tenant's sole cost.
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6. Additional Drawings . On December 15, 2011, Tenant delivered to Ladddoawings and specifications dated December 1Bl 20
prepared by Axia Architects (the "December 13 Dragsl’), subject to review and approval by Landleréécordance with Section 2 of the
Work Letter Agreement. Tenant acknowledges thdtjesti to Landlord's timely compliance with the pigdons of the Work Letter Agreement
requiring Landlord to respond to drawings and djsations submitted for approval, any delays in Sahtial Completion of the Tenant
Improvements beyond the Estimated Commencementdaated by any changes from the Approved Workirapddrgs or COR's that are
required in the December 13 Drawings or causeditmyseor omissions in either the Approved Working®ings or the December 13
Drawings shall constitute Tenant requested Charrger® as more fully set forth in Section 4 above.

7. Tenant Payment for Delay. Landlord and Tenant disagree as to who is rediplerfor the delay in the Estimated Commencement
Date referenced in Section 1 above. Without eigfaety admitting fault or liability, the parties heagreed to resolve such disagreement by
Tenant paying to Landlord $184,824.99 concurrentti the execution and delivery of this Amendm&hch amount represents fifty percent
(50%) of the rent that would have been payable utidel ease had the Commencement Date occurrdekarriginal Estimated
Commencement Date of November 1, 2012 rather thaherevised Estimated Commencement Date. Suchlatibn is set forth in Exhibit
D . Tenant acknowledges that such payment is a fixedunt and shall not be subject to change if Laddielivers the Premises to Tenant
prior to the Estimated Commencement Date.

8. Tenant Payment of Advanced Base RenfTenant was required under Section 4.1 of theé émpay $72,000 in Advanced Base |
concurrently with the mutual execution and delivefyhe Lease, but through an oversight did notsuah Advanced Base Rent to Landlord
until January 6, 2012, and Landlord hereby acceypthd payment and waives any default in connectiitin such late payment.

9. Phased Termination of 201 1st Street Leasé\t the time the Lease was executed, the partiisipated Tenant relocating from its
premises at 201 First Street in Petaluma, Califoftiie “201 First Street Premises”) to the Premaseisthe Neighboring Building all at one
time. With the staggered delivery of the Premises gortions of the Neighboring Building now antigipd, the parties anticipate Tenant
moving from the 201 First Street Premises in twagas. Accordingly, Landlord shall, if requestedlieyant, deliver the termination agreernr
described in Section 3.1 of the Lease with resfmediscrete portions of the 201 First Street Premisither than the entire 201 First Street
Premises. Portions of the 201 First Street Premespsested for termination shall be readily leasablthird parties with direct access to the
common areas of the 201 First Street building aitdout the need for any demising walls. In the é\tbat Landlord shall delay delivery of a
fully executed termination agreement, Landlord Igbay Tenant's rent for the applicable portion
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of the 201 First Street Premises directly to theemof such Premises on a day for day basis fdr dag Landlord's failure to deliver the
termination agreement continues.

10. Condition Precedent Tenant making the payments required upon exetuatithis Amendment in Sections 4 and 7 above is a
condition precedent to the effectiveness of thissAodment, and this Amendment shall be of no foraeffect if such payments are not
delivered by Tenant concurrently with Landlord'$vdey to Tenant of a fully executed original ofgbAmendment.

11. Entire Agreement. This Amendment represents the entire understgrizBiween Landlord and Tenant concerning the stuibjattel
hereof, and there are no understandings or agréerbetween them relating to the Lease or the Pe=nmist set forth in writing and signed by
the parties hereto. No party hereto has relied @myrepresentation, warranty or understandingeabforth herein, either oral or written, as ar
inducement to enter into this Amendment.

12. Continuing Obligations. Except as expressly set forth to the contrary i Amendment, the Lease remains unmodified andlin f
force and effect. To the extent of any conflictvizeén the terms of this Amendment and the termkeof ease, the terms of this Amendment
shall control.

[SIGNATURES ON FOLLOWING PAGE]




IN WITNESS WHEREOF, the parties hereto have executed this Amendmeott the day and year first above written.

"LANDLORD" "TENANT"
SEQUOIA CENTER LLC, ENPHASE ENERGY, INC.,
a California limited liability company a Delawarerporation
By: G&W Ventures, LLC, By: /s/ Paul Nahi
a California limited liability company, Namaul Nahi
its Manager Its: President/CEO

By: /sl Matthew T. White
Matthew T. White, Manager




Schedule 1

LIST OF APPROVED WORKING DRAWINGS
The following sheets by Axia dated September 71
T1,T2,T3,T4;A1.1,A1.2, A.2.0.1A, A2.0.2A,A2.1 A, A2A, A23 A, A4l A,
A5.1 A, A.2.0.1B, A2.0.2B, A2.0.3B, A2.0.4B,A2.0.5B2.0.6B, A2.0.7B, A2.1
B, A2.2 B, A2.3 B, A3.3 B, A3.4 B, A3.5 B, A4.1 B4.2 B, A4.3 B, A4.4 B, A4.5 B, A4.6B, A4.7 B, A4B,
A4.9 B, A5.1 B, A5.2 B, A5.3 B, A5.4 B, A8.1, A9.A9.2, A9.3, A9.4, A9.5
The following sheets by ATM Engineering dated Augiss, 2011
S1.1,S2.1,S3.1, S3.2

The following sheets by Indoor Environmental Sesgidated August 31, 20:

MO0.1, M0.2, M0.3, M0.4, M1.1A, M1.1B, M1.2A, M1.2BJ1.2A, M1.2B, M1.3A, M1.3B, M1.4A, M1.4B,
M2.1

The following sheets by Rburke Electric Inc. dated August 10 2C

EO.1, E2.1, E3.1, E6.1, E6.3, E6.4, EG.5, E6.6/HB2.2, E2.3, E2.4, E3.2
E3.3, E3.4, E6.2, E6.8, E6.11

Responses to Requests for Information Nd<) 1-




EXHIBIT A

Tenant Improvement Summary 12/15/201.
Enphase
1400, 1420 N. McDowell Blvd. Square Foot 96,00(
Petaluma, CA 94954
Description Tl Expansion Costs Cost
Tenant Improvements Per Vila's 11.16.11 Bid Letter $ 6,001,417.0
Reductions for Approved COR’s:
COR’s #: 6,8,9,12,19,21,22,23,24,26,28,31,37,
38,39,40,41,43,44,45,48,59,62,63 $ (457,387.0)
Addition of “Code Only” Fire Alarm Work per Alterna te: $ 4,280.0(
Total Contact Amount $ 5,548,290.0
Less Overlaps from Prior Approvals:
Ceiling Tile Removal $ (5,000.01()
Demolition Costs $ 113,203.0
Other Adjustments, BSP to Pay:
Power during construction: BSP to cover expense $ (7,500.0()
Temporary toilets: BSP to cover expense $ (2,400.0()
Code only Fire alarm work $ (4,260.00)
Other:
BSP to perform landscape screening at transformersn balcony and one exterior
considering unit (note: this cost is NOT includedn the Bid Letter; no adjustment req;d) $ —
EMON system work to be performed as part of futureTl’s, 2nd and 3rd floor of 1400 as
req'd (Note: this cost is not included in Bid Lette; no adjustment req’d) $ —
Building Permit Fee - (Assumes no Impact Fees) by Tenant
CM Fee waived
1400 Handicap Parking Improvements - to be chargetb
2nd, 3rd FIr. TI Allowance $ —
Structural Engineering Re -Design Proposal - Chille $ 2,700.0
Total Costs, This Summary $ 5,418,627.0
Prior Authorizations:
10.20.11 1400 Demo, excl. Ceiling Tile Removal DateCosts
Plan Check Fee
Furniture Mock Up Costs
7.19.11 Ceiling Tile Removal/Slab Moisture Tests
7.15.11 MEP Coordinator & Structural Engineer
7.28.11 Demo for 1420, excluding Cell Tile Remov&losts
Approved Separately
7.28.11 Demo Permit costs, w/o Mark up $ 1,216.4
Total Tl Costs Approved to Date: $ 5,590,821.2
Tenant Improvement Allowance: $40/sf $ 3,840,000.0
Amount Over Tenant Improvement Allowance $ 1,750,821.2
Anraad Cact Charina Rv RQL [N (292 ARQ N\



Total Construction and Other Costs Payable $ 1,527,326.2




EXHBIT B
VILA PROPOSAL - 11/16/11

[attached]




Office Phone Exhi bit B

(510) 236-9111 Vila Con stru ctionCo.
GENERALCONTRACTORS
Fax 590 South 33rd Street Richmond, California 94804 Contractors
(510) 236-4979 Lic. No. 30045«
www.vilaconstruction corr

Novemberl6, 2011

Basin Street Properties
1383 North McDowell Blvd., suite 200

Petal uma, CA 94954
Attn: M att Sherrill

RE: Enphaséd& enantl mprovement
1400 / 1420 North McDowell

Petaluma, CA

Matt,
Th efollowing is Our Cost Beakdow n for the Enphase Tenah mprovement at 1400/1420 0 rth McDowell

Blvd ., Petaluma Th e costs ae based a1 the Construction Documents from AXIA Architecti ted 5Septente
r7, 2011
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24,
25.
26.
27.
28.
29.
30.

31

32.
33.
34.

34.
35.

General Conditions

Demo Work

Concrete Work

Pre Cast Concrete Countertops
Structural Steel / Metal Fabrications
Carpentry

Millwork

Wood Veneer Paneling

Roof Patching (allowance)

Doors, Frames, Hardware

. Glass/Glazing

Glass/ Stainless Steel Railings

. Accordian Door

Gypsum Board
Ceramic Tile

. Acoustical Ceilings

Floor Covering
Painting

. Whiteboards (backing only)

Toilet Partitions/Accesories
Projector Mounts

. Access Floor Repair

Signage

Page 2

Interior Blinds/Motorized Shades
Roof Hatches/Ships Ladders
Elevator Upgrades
Fire Sprinklers
HVAC
Hydronic Piping
Plumbing
Electric
Fire Alarm System
Wire Mesh Ceiling
Granite Stone, Lobbles & Stairs 1&2
Sub Total
OH &P
TOTAL LINE ITEMS

COR #6
COR #8

173,600.0
118,203.0
5,940.0(
65,112.01
164,814.0
90,000.0:t
77,085.0
47,522.0l
20,000.01
132,768.0
264,000.0
80,360.0
19,930.0
587,917.0
65,049.0
58,995.01
490,385.0
163,652.0
2,850.0(
29,060.01
21,688.01
20,130.01

by tenant

33,599.01
24,114.01
5,940.0(
65,308.0
981,776.0
18,590.0
59,205.01
1,534,862.0
41,095.01
120,248.0
51,336.0!

5,635,133.0
366,284.0

6,001,417.0

2,205.0(
2,327.0(

“see Line item 34



36. COR #9 7,326.0!
37. COR #12 (7,743.00)

11




38.
39.

40

41.
42.
43.
44,
45.
46.
47.
48.
49.
50.
51.
52.

53

53.
54.

COR #19
COR #21
COR #22
COR #23
COR #24
COR #26
COR #28
COR #37
COR #38
COR #39
COR #40
COR #41
COR #43
COR #44
COR #45
COR #48
COR #59

COR #63 (allowance)
Sub Total

OH &P

TOTAL COR’s

GRAND TOTAL

145.0(

— pending engineering

— pending re-design
3,972.0(
817.0(
(4,350.00)
(134,519.0)
(8,288.01)
(34,340.0)
(18,813.0i)
(14,377.0)
(69,522.01)
(35,770.01)
(2,455.00)
(5,242.00)
(25,246.01)
deducted $12,100 from the electnie iiem (both bldgs)

(4,000.01)

(339,873.0)

included

339,873.0

5,661,544.0
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Page 3

Clarifications & Alternates
1. We do not Include any permit, architecturalytlity company fees.

2. The alternate listed below are Just a few olsvsames. We can review all VE options in our
meeting.

3. Alternate#1; Per the specification, Install Riridulation above the acoustical ceiling; ADD $&&D
4. Alternate #2; Provide and install a FM 200 fagstem In the Server Room; ADD $37,625.00
5. We have not Included changing the wall textarthe exterior stairwells.

6. Electrical Iltems not Included in above costshaiut GC markup;

1. Restroom lighting over sinks, 1420, allowance $2.600
2. Training Room Upgrades $8,000
3. Fire alarm system boxes, conduit, & cabling $55,000

7. Cleaning of the existing mini blinds on the exterandows is NIC.

8. Alternate #3; Fire alarm check, if required: A&it1260.00

Respectfully Submitted
VILA CONSTRUCTION COMPANY

Robert P. Vila
Vice President
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EXHIBIT C

LIST OF CHANGE ORDER REQUESTS

[attached]
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Vila Bld
Letter
Line #

38
39

40
41

42
43

44

45

46

47

48

49

50

Accepted
CORs #  Description COR Cost
6 move sprinkler valves in lobby 2,205.00
remove sheet rock from steel beam and paint
8 expose steel beam @ Stairs 3 and 4 2,327.06teel
9 sheet rock over small windows at Stair #4 7,826
12 Remove sheet rock from exterior columns (7093
remove sheet rock from inter. Column
19 @wnd floor stair #2 145.00
21 increase air flow at relocated board room — ending engineering
rotate sodering area and move against Row
22 A — pending re-design
change wall at gridline C @ gridline 2-5 to
23 full height wall 3,972.00
Add 230V/50Hz outlet in Engineering
24 Chambers 817.00
26 Remove sheet rock from interior columns  (4,88P
This will delete new toilet partitions,
replacement of plumbing fixtures and new
28 delete new toilet partitions and tile work(134,519.00 work. ADA shower will remain
this will delete the custom metal mesh ceiling
Delete steel mesh ceiling and install grid and add metal mesh panels in t-bar grid; new
31 mesh (73,748.00)means to support glass wall is required
this changes the roof hatch door (1 only) to a
manual operation in lieu of having an electric
37 change roof hatch to manual (8,288.00notor and switch
this will delete the precast concrete
countertops at restroom replace them with P-
38 change precast concrete counters to p-lam 3484)0) lam
39 change door hardware to Dorma (18,813.00)
Delete fry reglet and use L metal at sheet this will delete the decorative trim at sheet
40 rock (14,377.00) rock locations
41 Delete steel canopy at Entry (69,522.00)
Delete drywall trim detail at steel bin and this will delete work shown on Axia SK-1 at
43 metal kickers at exterior walls;run (35,770.0@erimeter walls

drywall straight up wall behind beam

15




51

52

53

53

54

44

45

48

59

62

63
Sub Total
OH&P

TOTAL
COR’s

Paint corridor walls above metal ceiling this will eliminate patching of fire caulking
and eliminate patching of corridor walls ~ (2,455.00 and penetrators

this will change the motorized shades at the
change motorized shades to manual (5,242.00)raining room to manually operated

delete 1 roof latch and ships ladder at 1(25,246.00) this will delete roof access at 1400
deducted $12,100 from the electric line item

cable tray n/a (both bldgs)
change the fire alarm scope to code
minimus (43,766.00)

Allowance; add structural steel to roof for
Add structural steel to roof for chiller ~ 4,000.00 chiller paint

(457,387.00)
included

$(457,387.00
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EXHIBIT D

Base Rent and CAM

Labs on Ground Floor - 162 day delay/2=81 days

Office Base Rent and

Bldg Sq. ft Base Rent CAM Rent + Cam perday  CAM Owed Now
1,40C 24,000 $ 1.1C $ 0.2¢ $ 1,088.8! $ 88,199.0.
Total Rent and CAM Owed $ 88,199.0

17



Exhibit 10.15

THIRD AMENDMENT TO LEASE

(1420 N. McDowell Blvd.)

THIS THIRD AMENDMENT TO LEASE (this "Amendment") dated as of May 14, 2014, iesd into between
SEQUOIACENTERLLC, a California limited liability copany ("Landlord’ ) and ENPHASE ENERGY, INC., a Delaware corporation

("Tenant").
THE PARTIES ENTER INTO THIS AMENDMENT based upon the following facts, understands and intentions:

A. Landlord and Tenant previously entered into tteatai n Redwood Business Park NNNease dated as of June 3, 2011, as
amended by that certain First Amendment to Leateddes of January 12, 2012 and that certain Seéorghdment to Lease dated as of July
3, 2012 (together with all exhibits thereto, the&dks€e' ) pursuant to which Tenant leases from Landlordethitére building commonly known
as 1420 N. McDowell Boulevard, Petaluma, Califorfapitalized terms used herein and not definedihehall have the meanings set forth
in the Lease (including the Work Letter Agreemetdaehed as Exhibit B thereto) in connection thetlewi

B. Tenant desires to install solar panels on thpritya of the roof space of the Building, and Lamdi is willing to consent to such
installation on the terms and conditions set fantthis Amendment.

C. Landlord and Tenant desire to make certain cbsihgthe Lease as further provided herein

NOW, THEREFORE, IN CONSIDERATION of the mutual covenants and promises of the partiesreceipt and adequacy
which are hereby acknowledgethe parties hereto agree as follows:

1. Grid-Tied Photovoltaic System Tenant wishes to install a Grid-Tied Photovoltaystem consisting of two (2) arrays totaling
262 solar modules and related equipment (collelgtitee "Photovoltaic System"), as more fully déised in (i) the plans prepared by
Realgoods Solar dated April 2, 2014 containing &hB®-000, PVA01,PVe A01A,PV-A02,PV-A03,PV-A04,PV-E0L,PV-E03)ystem
Placards), PV-EOQ2 (Electrical Cales) and PV-GO01@hthe plans from ZFA Structural Engineers dakéay 4, 2014 containing 5 pages

(collectively, the "Specifications").

2. Landlord Approval . Landlord hereby consents the installation ofRhetovoltaic System and the Roof Coating (definelds)
on the roof of the Building on the terms and caod# set forth in this Amendment.

1




3. Terms and Conditions.The following terms and conditions shall applyte tvork contemplated in this Amendment:

3.1. Permits. Tenant shall obtain all permits required for thekvwontemplated in this Amendment; provided thatdlard
shall reasonably cooperate in procuring such peratiho cost to Landlord.

3.2. Silicone Roof Coating. In connection with the installation of the

Photovoltaic System, Tenant shall install a sileooof coating (the "Roof Coating") over

the entire roof of the Building in accordance viltle specifications set forth in the proposal froetelPsen Dean contractors dated March 11,
2014 containing14 pages, plus walking pads foptia¢ection of the Roof Coating (the "Walking Pads"Jocations and with specifications
be approved by Landlord, which approval shall rmtubreasonably withheld. Such coating andl\Wiag Pads are required to (i) prevent
leaks in the roof of the Building following numempenetrations to the roof membrane that will oécuwonnection with the installation of
the Photovoltaic System and (ii) extend the lifehaf roof system which after the Photovoltaic Systestallation would be very expensive to
replace. Tenant shall use best effort to limigitsivities on the roof to the Walking Pads to pcbtbe Roof Coating.

3.3. Maintenance. Tenant shall maintain the Photovoltaic Systemadad condition and repair at its sole cost and espe
By installing the Photovoltaic System, Tenant Wi (i) creating numerous penetrations of the membrane, [ii) adding substantial weight
on the roof of the Building and (iii) accessing thef on a more frequent basis to monitadjust. maintain or modify the Photoltaic
System. Tenant acknowledges that all maintenaepajrand replacement costs with respect to thi tfo@ Roof Coating, the roof membre
and the roof structure incurred by Landlord in cection with the installation, use, modificationremoval of the Photovoltaic System will
constitute Operating Expenses under the Leaseforbgoing is not intended to and shall not liminh&at's indemnity under Section 25 of the

Lease.

3.4. Costs.Landlord has not agreed to provide any fundingonnection with the work contemplated in this Ameeaht)
and Tenant shall be responsible for 100% of thé afothe work performed pursuant to or in conneattidth this Amendment, including
without limitation all design, permitting, consttign, maintenance, repair and replacement costs.

3.5. Applicability of Lease Section 10.2 Section 10.2 of the Lease shall apply to the vemtemplated in this Amendme
Without limiting the foregoing, Tenant shall remabe Photovoltaic System and the Roof Coatingettid of the Term in accordance with

Section 10.2.6 of the Lease.

3.6. Applicability of Lease Section 25Section 25 of the Lease, including without limitetithe indemnity set forth therein,
shall apply to the work contemplated in




this Amendment. The Photovoltaic System and thef Roating shall constitute "Equipment" under Set@® of the Lease; provided that
maintenance of the Roof Coating shall be perforinetlandlord pursuant to Section 3.3 above.

3.7. ChangesAny changes to the Photovoltaic System, the Roafti@g or the Specifications shall require the priwitten
approval of Landlord, which approval may be wittthiel Landlord's sole and absolute discretion. WitHoniting the foregoing, no
Equipment (except for the Roof Coating) shall bexpted within six (6) feet of the edge of the radfthe Building.

4 . Entire Agreement. This Amendment represents the entire understartiihgeen Landlord and Tenant concerning the subject
matter hereof, and there are no understandinggreements between them relating to the Lease drigmises not set forth in writing and
signed by the parties hereto. No party hereto éléedrupon any representation, warranty or undedstg not set forth herein, either oral or

written, as an inducement to enter into this Ameedm

5. Continuing Obligations. Except as expressly set forth to the contrary i Amendment, the Lease remains unmodified andlli
force and effect To the extent of any conflict betw the terms of this Amendment and the termseoE#ase, the terms of this Amendment

shall control.

[SIGNATURES ON FOLLOWING PAGE]
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IN WITNESS WHEREOF, the parties hereto have executed this Amendmenitthe day and year first above written.

"LANDLORD"

SEQUOIA CENTER LLC,

a California limited liability company

By: G&W Ventures, LLC,
a California limited liability company,
its Manager

By: /sl Matthew T. White

Matthew T. White, Manager

"TENANT"

ENPHASE ENERGY, INC.,

a Delaware corporation

By: /s/ Paul Nahi

Namieaul Nahi
Its: President/CEO



SUBSIDIARIES OF REGISTRANT

Enphase Energy Australia Pty. Ltd., an Australiarporation.
Enphase Energy Canada, Inc., a Canadian corporation
Enphase Energy S.A.S., a French corporation.

Enphase Energy S.r.l., an Italian corporation.

Enphase Energy New Zealand Limited, a New Zealangazation.
Enphase Energy UK Limited, a United Kingdom corpiora

Exhibit 21.1



Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference iniRegion Statement Nos. 333-195694 on Form S-8,338-181382 and 333-187057
on Form S-8 of our report dated March 3, 2015 hwatspect to the consolidated financial statemeinEphase Energy, Inc. and subsidiaries
appearing in this Annual Report on Form 10-K of Eage Energy, Inc. for the year ended December(HY 2

/sl Deloitte & Touche LLP

San Jose, California
March 3, 2015



Exhibit 31.1
CERTIFICATION

[, Paul B. Nahi, certify that:
1.1 have reviewed this Annual Report on FormKL.@f Enphase Energy, In

2.Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omstéde a material fact necessary to make
the statements made, in light of the circumstanoeer which such statements were made, not misigadih respect to the period covered
by this report;

3.Based on my knowledge, the financial statementsofimer financial information included in this repdairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, theooks presented in this report;

4.The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contamld procedures (as definec
Exchange Act Rules 13a-15(e) and 15d-15(e)) armdriat control over financial reporting (as definedxchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a. designed such disclosure controls and procedareaused such disclosure controls and procedotee designed under our
supervision, to ensure that material informatidatneg to the registrant, including its consolidhibsidiaries, is made known
to us by others within those entities, particulahlying the period in which this report is beingmared;

b. designed such internal control over finanaglarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of
financial statements for external purposes in ataace with generally accepted accounting principles

c. evaluated the effectiveness of the registraligtdosure controls and procedures and presenttsi report our conclusions
about the effectiveness of the disclosure conantsprocedures, as of the end of the period coumyehlis report based on such
evaluation; and

d. disclosed in this report any change in thestegmt's internal control over financial reportih@t occurred during the registrant's
most recent fiscal quarter (the registrant's fofisttal quarter in the case of an annual repos tias materially affected, or is
reasonably likely to materially affect, the regastt's internal control over financial reportingfan

5.The registrant's other certifying officer(s) anthlve disclosed, based on our most recent evaluatiimernal control over financial reportii
to the registrant's auditors and the audit committethe registrant's board of directors (or pesguerforming the equivalent functions):

a. all significant deficiencies and material weadses in the design or operation of internal cootrer financial reporting which
are reasonably likely to adversely affect the regrg's ability to record, process, summarize apbrt financial information;
and

b. any fraud, whether or not material, that ineslynanagement or other employees who have a sigmifiole in the registrant's
internal control over financial reporting.

Date: March 3, 2015

/s/ Paul B. Nahi

Paul B. Nahi
President and Chief Executive Officer
(Principal Executive Officer)




Exhibit 31.2

CERTIFICATION

I, Kris Sennesael, certify that:
1.1 have reviewed this Annual Report on FormKL.@f Enphase Energy, In

2.Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omstéde a material fact necessary to make
the statements made, in light of the circumstanoeer which such statements were made, not misigadih respect to the period covered
by this report;

3.Based on my knowledge, the financial statementsofimer financial information included in this repdairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, theooks presented in this report;

4.The registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contamld procedures (as definec
Exchange Act Rules 13a-15(e) and 15d-15(e)) armdriat control over financial reporting (as definedxchange Act Rules 13a-15(f) and
15d-15(f)) for the registrant and have:

a. designed such disclosure controls and procedareaused such disclosure controls and procedotee designed under our
supervision, to ensure that material informatidatneg to the registrant, including its consolidhibsidiaries, is made known
to us by others within those entities, particulahlying the period in which this report is beingmared;

b. designed such internal control over finanaglarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of
financial statements for external purposes in ataace with generally accepted accounting principles

c. evaluated the effectiveness of the registraligtdosure controls and procedures and presenttsi report our conclusions
about the effectiveness of the disclosure conantsprocedures, as of the end of the period coumyehlis report based on such
evaluation; and

d. disclosed in this report any change in thestegmt's internal control over financial reportih@t occurred during the registrant's
most recent fiscal quarter (the registrant's fofisttal quarter in the case of an annual repos tias materially affected, or is
reasonably likely to materially affect, the regastt's internal control over financial reportingfan

5.The registrant's other certifying officer(s) anthlve disclosed, based on our most recent evaluatiimernal control over financial reportii
to the registrant's auditors and the audit committethe registrant's board of directors (or pesguerforming the equivalent functions):

a. all significant deficiencies and material weadses in the design or operation of internal cootrer financial reporting which
are reasonably likely to adversely affect the regrg's ability to record, process, summarize apbrt financial information;
and

b. any fraud, whether or not material, that ineslynanagement or other employees who have a sigmifiole in the registrant's
internal control over financial reporting.

Date: March 3, 2015

/sl Kris Sennesael

Kris Sennesael
Vice President and Chief Financial Officer
(Principal Financial Officer)




Exhibit 32.1
CERTIFICATION

Pursuant to the requirement set forth in Rule 18@}lof the Securities Exchange Act of 1934, asrated, (the "Exchange Act") and
Section 1350 of Chapter 63 of Title 18 of the Udiftates Code (18 U.S.C. §1350), Paul B. Nahi,itRrasand Chief Executive Officer of
Enphase Energy, Inc. (the "Company"), and Kris &saal, Vice President and Chief Financial Offidethe Company, each hereby certifies
that, to the best of his knowledge:

1.The Company's Annual Report on Form 10-K for theumh period ended December 31, 2014 , to whichGleigification is attached as
Exhibit 32.1 (the "Report"), fully complies withelrequirements of Section 13(a) or Section 15(dhefExchange Act; and

2.The information contained in the Report fairly mets, in all material respects, the financial ctodiand results of operations of the
Company.

In Witness Whereof, the undersigned have set their hands hereto thg &rd day of March, 2015 .

/s/ Paul B. Nahi /sl Kris Sennesael
Paul B. Nahi Kris Sennesael
President and Chief Executive Officer Vice President and Chief Financial Officer

This certification accompanies the FormHK@e which it relates, is not deemed filed with tBecurities and Exchange Commission and is r
be incorporated by reference into any filing of Bage Energy, Inc. under the Securities Act of 1833amended, or the Securities Exchange
Act of 1934, as amended (whether made before er tifé date of the Form 10-K), irrespective of gayeral incorporation language containes
in such filing.



