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Executive Summary:            

• Q409 and 2009 full-year results pedestrian – Akeena Solar released 2009 financial results for the 
fourth quarter and full-year that were below our expectations with revenue for the quarter of $7.0 million 
below our estimate of $8.4 million. EPS of ($0.11) for the quarter was also below our estimate of 
($0.09). Excluding a warrant adjustment for the quarter, EPS moves to ($0.10). For the full-year 2009 
revenue was $28.2 million with EPS of ($0.49).  

• Quarterly results, although a bit below our expectations, were generally in-line with gross margins of 
18% coming in slightly below our forecast of 19%. However, when viewing the entire year we see rather 
pedestrian results. As a result of almost non-existent commercial sales, lower economic activity and 
general sluggishness; the company posted a 31% Y/Y decline in revenue. As the company transitioned in 
2009 to a dual model focusing exclusively on California installations and developing a national 
distribution channel, a decline in revenue was anticipated but the magnitude was not. We now regard 
2010 as a pivotal year for Akeena as the distribution business must ramp to allow for some margin 
contribution while installations should begin to improve from depressed ’09 levels. 

 
• 2010 strategy in place – Akeena’s new strategic direction is complete and now the company has to 

execute. Akeena’s positioning in the California installation market, combined with the emerging 
distribution channel strategy, should provide ample opportunity to return to top-line growth this year. 
We have reduced our 2010 top-line forecast to $48.1 million from $55.2 million, still a full 71% increase 
over 2009 Y/Y, with a Q410 revenue estimate ramping to a company forecast EBITDAS break-even 
level of over $18 million. Our new EPS estimate remains relatively steady at ($0.31) from ($0.30). 

Conclusion: 

Shares of AKNS are currently valued at .78 times our new 2010 sales estimate of $48.1 million. We continue to 
believe favorable conditions exist for the US solar power market and Akeena’s opportunity to return to growth in 
2010 is large. Consequently, we believe shares of AKNS are fairly valued at approximately 1x our 2010 estimate 
and should outperform our benchmark index (see disclosures) over the next 12 months, thus we are reiterating our 
Outperform rating. 

 

Brian C. Yerger, CFA           
Director of Research 
302.529.1000      
brian@aercaadvisors.com 

    Revenue         EPS 

2009   $28.2/$29.6    ($0.49)/($0.47) 
2010   $48.1/$55.2    ($0.31)/($0.30) 
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Estimate Summary: 
In millions (except per share data) 

Revenue Net Income EPS EBITDA EBITDA (adj.)*

2007A 32,211$           (11,046)$          (0.52)$         (10,562)$          (8,260)$                   

Q1 12,248             (4,578)              (0.16)          (3,341)             (2,304)                     
Q2 7,062                (5,100)              (0.18)          (5,058)             (4,389)                     
Q3 10,596             (5,492)              (0.19)          (5,327)             (4,248)                     
Q4 10,856             (9,176)              (0.32)          (8,857)             (4,563)                     

2008A 40,762$           (24,345)$          (0.87)          (22,583)$          (15,504)$                  

Q1A 7,595                (5,079)              (0.17)          (4,842)             (2,760)                     
Q2A 5,905                (4,686)              (0.14)          (4,535)             (2,540)                     
Q3A 7,671                (2,404)              (0.07)          (2,208)             (2,104)                     
Q4A 7,035                (3,676)              (0.11)          (3,526)             (2,929)                     

2009A 28,206$           (15,845)$          (0.49)          (15,111)$          (10,333)$                  

Q1E 7,480                (2,888)              (0.08)          (2,700)             (1,925)                     
Q2E 9,183                (2,871)              (0.08)          (2,663)             (1,888)                     
Q3E 12,893             (2,589)              (0.08)          (2,351)             (1,576)                     
Q4E 18,572             (2,164)              (0.06)          (1,896)             (1,121)                     

2010E 48,128$           (10,512)$          (0.31)$         (9,610)$            (6,510)$                   

*EBITDA (adj.) excludes stock comp. and other non-cash expenses
Source: Company and AERCA estimates  

 

Valuation: 

P/S P/E EV/EBITDA EV/EBITDA (adj.)

2007A 1.16 neg neg neg
2008A 0.92 neg neg neg
2009A 1.33 neg neg neg
2010E 0.78 neg neg neg  
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Recent Results: 

Akeena Solar released full-year and Q4 2009 financial results on 2/11/10. Quarterly revenue was $7.0 million 
with an EPS loss of ($0.11). Our estimate for Q4 revenue was $8.4 million with an EPS loss forecast of ($0.09). 
Excluding a fair value adjustment loss of $.168 million, EPS moves to a loss of ($0.10), which was essentially in-
line with our expectations. The elongated economic downturn, very tepid commercial installations, and tough 
credit conditions continued to impact revenue results. Gross margins of 18% did not match our 19% estimate, yet 
S G & A expenses as a percentage of sales held relatively steady at 68% vs. 66% in Q3, even in a down revenue 
quarter. As mentioned, commercial installations in the quarter was almost non-existent at approximately $400 
thousand. The company reported a distribution revenue contribution of $1.4 million in the quarter consisting of 
new orders and some repeat orders from existing customers. Although the Lowe’s (NYSE: LOW) channel 
remains an important data point in assessing the potential for the distribution strategy, the company did not break 
out the Lowe’s sales figures for the quarter.   

Akeena’s multi-channel distribution strategy is now in full-swing with a focus on increasing channel participants 
such as HVAC and electrical contractors. As mentioned, $1.4 million of the quarter’s revenue was attributed to 
the distribution channel with expectations of approximately $10 million in distribution revenue for 2010 forecast 
by management. We continue to remain cautious on the ultimate success of the distribution strategy but have 
begun to model contributions for late 2010 as visibility into demand growth for the new distribution segment 
increases. Penetration into international markets, especially the large solar market in Europe, has not occurred as 
compatibility issues remain between Andalay panels and most European electrical systems. The company is 
currently in development of a new Andalay product to serve those markets.     

Akeena did release a backlog as of the end of the quarter of $9.4 million up from $8.3 million. Backlog as 
currently configured does not include any distribution estimates or orders. Management is contemplating adding 
distribution figures to the backlog, but no final decision has been made.  

The company had $5.8 million in cash and equivalents on the balance sheet at the end of the year, yet the 
quarterly cash burn rate of approximately $2-3 million remains our largest concern. Liquidity problems will be 
met most likely with continued equity dilution as the company moves toward cash flow break-even. On-going 
sales of equity per an agreement struck in Q309 should enable to keep the balance sheet relatively in-tact for the 
remainder of the year and stock was sold to investors in Q4 moving shares outstanding to 36.4 million. 

 

Outlook: 

We remain confident that the outlook for solar power deployment the United States remains favorable despite 
many headwinds. We also believe Akeena’s positioning in the market should enable the company to return to 
growth in 2010. 
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Visibility on revenue remains lower than we would prefer but our 2010 estimate for Akeena to generate sales over 
$48 million is predicated on the moderate success of the company’s dual strategy of local installations combined 
with a national distribution platform. Company guidance of approximately $10 million in distribution revenue 
places a burden of essentially $9.5 million/Q of installation revenue, a level that was reached in 2008. Our 
assumption that the 2009 installation downturn was more the exception than the rule will be revealed as prescient 
or not over the next few quarters as backlog and revenue mix figures are released.  

Even as visibility on revenue generation is not ideal, our primary concern remains improvements in cash-burn and 
eventual break-even performance. Management continues to point to an EBITDAS break-even revenue run-rate of 
$18 million for Q410. Our Q410 revenue forecast is for $18.6 million yet we see continued losses primarily due to 
a discrepancy in gross margin assumptions. The company sees installation margins (residential) of approximately 
20-27% and distribution margins of 10-17%, both a bit higher than previously anticipated. We prefer to remain on 
the lower end of guidance and have forecast company-wide gross margins in Q410 of 20%.       

As company guidance remains sparse and an absence of commercial pickup continues, our revenue forecast for 
Q110 is lowered to $7.5 million from $9.4 million and full-year 2010 is lowered to $48.1 million vs. $55.2 
million. Backlog moved up slightly to $9.4 million from $8.3 million last quarter providing some confidence 
near-term. Our gross margin estimate for 2010 of 20% is below implied company guidance and may prove to be 
one metric in which the company can exceed expectations.  

Our EPS forecast for 2010 remains relatively unchanged at ($0.31) vs. ($0.30) and upside to our 2010 estimates 
remains possible as the distribution channel margins may surprise to the upside and cost containment holds. Our 
2010 forecast for EBITDA losses increases slightly to ($9.6) million from ($9.2) million. 2011 estimates will be 
forthcoming as visibility increases over the several quarters. 

 

Valuation: 

We continue to believe the US solar market will improve materially in 2010. Akeena Solar’s positioning in 
California, the largest market in the US, combined with its emerging distribution channel, should enable Akeena 
to return to growth in 2010. Yet liquidity and operational leverage concerns remain large hindrances when 
attempting to place a fair valuation on shares of AKNS. Recognizing these mitigating factors and the speculative 
nature of investing in Akeena, we are reiterating our Outperform rating due to our belief that fair value remains 
roughly 1x our new 2010 sales estimate of $48.1 million and that shares of AKNS should outperform our 
benchmark index (see disclosures) over the next 12 months. 
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Risks: 

Financing and Credit – Akeena’s current operations may not be able to fund the company from internally 
generated cash flow. The company may need to raise additional capital or access to credit to continue to operate at 
full capacity. In addition, the company’s prospective customers may also need access to capital and/or credit, 
which may prove difficult in the current environment. Given the uncertain nature of the current global economic 
downturn, no assurance can be given that future financing terms for the company or its customers will remain 
favorable and acceptable. A lack of financing or access to needed capital could pose a substantial risk to future 
growth and our estimates. 

Governmental Programs – Although continued favorable and increasingly favorable incentives in the United 
States and abroad for solar energy are predicted, no guarantees can be made as to the changing regulatory and 
incentive based government programs. Akeena’s end-markets are highly reliant on the continuance of these 
programs and the company’s ability to develop financially viable projects would be diminished upon dissolution. 
A substantial curtailment or elimination of these various programs would reduce our confidence in the outlook for 
the company. 

Economic conditions – The company is subject to normal economic cycles that impact residential and small 
commercial customers. The current economic weakness and credit crisis could curtail Akeena’s ability to grow. 

Technology Implementation – Akeena Solar’s innovation and module technology is untested and unproven. 
Market acceptance, product supply, strategic missteps and other issues associated with new technology may 
impede the successful rollout of new system technology and place our estimates in doubt. 
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Akeena Solar, Inc.
Income Statement
(in 000s except per share data)

2006A 2007A 2008A 1Q09A 2Q09A 3Q09A 4Q09A 2009A 1Q10E 2Q10E 3Q10E 4Q10E 2010E

Net Revenues 13,390$        32,211$        40,762$        7,595$          5,905$          7,671$          7,035$          28,206$        7,480$          9,183$          12,893$        18,572$        48,128$        
Cost of Sales (10,361) (25,373)        (34,797)        (5,340)          (4,743)          (5,775)          (5,767)          (21,625) (6,040)          (7,415)          (10,379)        (14,858)        (38,692)        
Gross Profit 3,029            6,838            5,965          2,255 1,162 1,896 1,268 6,581           1,440 1,768 2,514 3,714 9,436           
Operating expenses
Sales and marketing (1,550) (5,978) (8,618) (1,654)          (1,481)          (1,438)          (1,610)          (6,183) (972)             (1,194)          (1,612)          (2,229)          (6,006)          
Inventory revaluation -               -               (2,646)          -               -               -               -               -               -               -               -               -               -               
General and administrative (3,220) (11,941) (19,051) (4,061)          (2,846)          (3,634)          (3,178)          (13,719) (3,355)          (3,425)          (3,442)          (3,570)          (13,792)        
Total operating expenses (4,770) (17,919) (30,315) (5,715) (4,327) (5,072) (4,788) (19,902) (4,327) (4,619) (5,054) (5,799) (19,798)
Operating income (loss) (1,741) (11,081) (24,350) (3,460) (3,165) (3,176) (3,520) (13,321) (2,888) (2,851) (2,539) (2,084) (10,362)       
Interest income (expenses), net (68)               35                 5                   (77)               16                 14                 12                 (35)               -               (20)               (50)               (80)               (150)             
Total other income (expenses) -               -               -               (1,542)          (1,537)          758               (168)             (2,489)          -               -               -               -               -               
Loss before provision for income taxes (1,809) (11,046) (24,345) (5,079) (4,686) (2,404) (3,676) (15,845) (2,888) (2,871) (2,589) (2,164) (10,512)
Provision for income taxes -               -               -               -               -               -               -               -               -               -               -               -               -               
Net income (loss) (1,809) (11,046) (24,345) (5,079) (4,686) (2,404) (3,676) (15,845) (2,888) (2,871) (2,589) (2,164) (10,512)
Basic/Diluted EPS (0.16)$          (0.52)$          (0.87)$         (0.17)$         (0.14)$         (0.07)$         (0.11)$          (0.49)$         (0.08)$         (0.08)$         (0.08)$         (0.06)$         (0.31)$          
Weighted average shares used in computing
loss per common and common equivalents 11,193          21,117          28,124          29,183          33,745          33,368          34,217          32,155          34,217          34,240          34,240          34,420          34,279          

Gross Margin 23% 21% 15% 30% 20% 25% 18% 23% 19% 19% 20% 20% 20%
SG&A/Sales 36% 56% 74% 75% 73% 66% 68% 71% 58% 50% 39% 31% 41%
Operating Margin -13% -34% -60% neg neg neg neg -47% neg neg neg neg -22%
Net Income/sales -13% -34% -60% neg neg neg neg -47% neg neg neg neg -22%
Year over Year Growth
Sales 86% 140% 27% -38% -16% -28% -35% -31% -2% 56% 68% 164% 71%

Source: Company and AERCA estimates
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Akeena Solar Balance Sheet 

(in thousands except per share data) 12/31/2006 12/31/2007 12/31/2008 12/31/2009

Assets
Current Assets
Cash and cash equivalents 992$            22,314$       148$            5,804           
Restricted cash -               -               17,500         -               
Accounts receivable, net 3,434           9,465           7,660           4,118           
Other receivable, net 5                  279              331              274              
Inventory 1,792           8,848           10,496         4,870           
Prepaid expenses & other current assets 833              3,056           3,704           1,819           
Total current assets 7,056           43,962         39,839         16,885         
Property, plant and equipment, net 195              1,797           1,806           1,249           
Customer list 231              85                -               -               
Goodwill - 318              299              299              
Other assets 25                163              194              151              
Total Assets 7,529$        46,325$      42,138$       18,584        
Liabilities and Stockholder's Equity
Current Liabilities
Accounts payable 2,053$         6,716$         1,923$         4,278           
Customer rebate payable 1,196           346              271              60                
Accrued liabilities 622              1,432           2,410           1,175           
Accrued warranty   509              648              1,057           1,188           
Common stock issuable 176              236              -               -               
Common stock warrant liability -               -               -               2,536           
Deferred purchase price payable - 20                -               -               
Deferred revenue 981              1,443           1,058           619              
Credit facility 500              - 18,746         -               
Current portion of capital lease obligations 12                24                23                18                
Current portion of long-term debt 17                192              220              223              
Total current liabilities 6,066           11,057         25,708         10,097         
Capital lease obligations, less current portion 43                47                21                3                  
Long term debt, less current portion 29                645              535              353              
Other long-term liabilities -               -               -               19                
Total liabilities 6,138           11,749         26,264         10,472         
Shareholders' Equity 
Common stock 16                27                28                36                
Additional paid-in-capital 2,956           47,176         52,821         59,897         
Accumulated deficit (1,581)          (12,627)        (36,975)        (51,821)        
Total shareholders' equity 1,391           34,576         15,874         8,112           

Total Liabilities and Stockholders' Equity 7,529$        46,325$      42,138$       18,584        

Book value/share 0.13$           1.64$           0.56$           0.25$           
Net cash/share 0.09$           1.06$           NM 0.18$           
Debt/Capital 3.3% 2.0% 27% 1%

Source: Company and AERCA estimates  
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Stock Data: 

3 year stock chart: 

 
         Source: Bigcharts.com  

 

Companies mentioned in this report: 

• Lowe’s (NYSE: LOW) 

 

Data Table: 

Average volume (mill. shares) 0.24                                   
52 week range $0.58 - $1.98
Short interest (mill. shares) 0.82                                   
Shares outstanding (mill. shares) 36.4                                   
Market Capitalization ($ millions) 37.5                                   
Enterprise value ($ millions) 32.3                                    
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Analyst Disclosures: 
I, Brian C. Yerger, the author of this research report, certify that the views expressed in this report accurately 
reflect my personal views about the subject securities and issuers, and no part of my compensation was, is or will 
be directly or indirectly tied to the specific recommendations or views contained in this research report. 

At the time of this published report, securities, or derivatives thereof, of AKNS or any company mentioned in this 
report may be owned directly by the analyst covering this stock. The securities mentioned in this report may be 
owned by the analyst’s immediate supervisor, or indirectly by his/her household members. 

AERCA Advisors or its employees may take equity positions AKNS or in any company mentioned in this report 
including transactions that may be contrary to any recommendations contained herein. AERCA Advisors may 
seek to provide financial advisory services to AKNS or any company mentioned in this report. In addition, 
AERCA Advisors may, from time-to-time, be asked to provide investment advice to corporations on various 
matters. As a result, some employees may receive compensation based on revenues from such financial advisory 
services. AERCA Advisors may maintain relationships with companies mentioned in this report that may lead to 
financial advisory relationships and compensation.  

An officer or a household family member of an officer of AERCA Advisors is not a director or an officer of 
AKNS or any company mentioned in this report. AERCA Advisors or any affiliates do not beneficially own 1% 
or more of any class of AKNS or any company’s common equity mentioned in this report. However, officers or 
employees of AERCA Advisors may currently hold equity stakes in AKNS or any company mentioned in this 
report. 

 

Ratings Definitions: 

Outperform: Our Outperform rating is based on our belief that the subject company is anticipated to produce a 
total return greater than our benchmark index, The Wilderhill Clean Energy Index (ECO), over the coming 12 
months. 

Marketperform: Our Marketperform rating is based on our belief that the subject company is anticipated to 
produce a return equal to our benchmark index, The Wilderhill Clean Energy Index (ECO), over the coming 12 
months. 

Underperform: Our Underperform rating is based on our belief that the subject company is anticipated to 
produce a return less than our benchmark index, The Wilderhill Clean Energy Index (ECO), over the coming 12 
months. 

 

 

 

 

 



 
 

Akeena Solar, Inc. Page 10 

February 16, 2010

 

Additional Disclosures 

This publication does not constitute an offer or solicitation of any transaction in any securities referred to herein. 
Any recommendation contained herein may not be suitable for all investors. Although the information contained 
in the subject report has been obtained from sources we believe to be reliable, its accuracy cannot be guaranteed. 
This publication and any recommendation contained herein speak only as of the date hereof and are subject to 
change without notice. AERCA Advisors and its employees shall have no obligation to update or amend any 
information contained herein. This publication is being furnished to you for informational purposes only and on 
the condition that it will not form a primary basis for any investment decision. Each investor must make its own 
determination of the appropriateness of an investment in any securities referred to herein based upon the legal, tax 
and accounting considerations applicable to such investors and its own investment strategy.  Investors should 
understand that statements regarding future prospects may not be realized. Information contained in our report 
may contain forward looking statements as defined under Section 27A of the Securities Act of 1933 and Section 
21B of the Securities Exchange Act of 1934. Investors are cautioned not to place undue reliance upon these 
forward looking statements. Past performance is not indicative of future results. By virtue of this publication, 
none of AERCA Advisors or any of its employees shall be responsible for any investment decisions. We are not a 
FINRA registered broker-dealer or a registered investment adviser either with the U.S. Securities and Exchange 
Commission (the SEC) or with any state securities regulatory authority. This report may not be reproduced, 
distributed, or published without prior consent of AERCA Advisors, LLC. 


