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PART I

Forward-Looking Statements

This Quarterly Report on Form 10-Q, including "Management's Discussion and Analysis of Financial Condition and Results of Operations" in Item 2 of this
report and the documents incorporated by reference herein, contain forward-looking statements regarding management's expectations, beliefs, strategies,
goals, outlook and other non-historical matters, which are subject to risks and uncertainties. If the risks or uncertainties ever materialize or any of the
assumptions prove incorrect, our results will differ from those expressed or implied by such forward-looking statements and assumptions. All statements other
than statements of historical fact are statements that could be deemed forward-looking statements, including but not limited to statements regarding:
 

 •  the sufficiency of our cash and cash equivalents; access to capital markets to satisfy our anticipated cash requirements and possible sales or
exchanges of securities and our planned use of proceeds from such sales;

 

 •  our intent to complete a significant restructuring of our outstanding debt, and the timing and anticipated effect of that restructuring;
 

 •  our future business strategy, potential for growth, revenue, earnings and gross margin improvement;
 

 •  our ability to meet manufacturing cost and yield targets in our Wuhan, China manufacturing facility;
 

 •  the completion and continued operation of our Midland, Michigan and Wuhan, China facilities and Jiawei Solar (Wuhan) Co., Ltd.'s Wuhan,
China facilities and other potential capacity expansions, and the timing of such facilities becoming fully operational and meeting manufacturing
capacity goals on schedule and within budget;

 

 •  the impact of the shutdown of our Devens, Massachusetts manufacturing facility on our overall cash position and the size of any cash costs or
non-cash charges associated with the shutdown, including potential grant repayments;

 

 •  capital requirements to respond to competitive pressures, including production of industry standard wafers, and committed capital expenditures;
 

 •  costs associated with research and development, building or improving manufacturing facilities, general and administrative expenses and
business growth;

 

 •  the demand, pricing and market for our products, shifts in our geographic product revenue mix, and our position in the solar power market;
 

 •  the making of strategic investments and expansion of strategic partnerships, manufacturing operations and distribution networks; and the future
benefit of these activities;

 

 •  the operating efficiency of our manufacturing facilities, including increases in manufacturing scale and technological improvements needed to
continuously reduce the cost per watt to manufacture our industry standard wafers;

 

 •  revenue from panel sales primarily denominated in Euros that are subject to foreign currency exchange risks and the use of derivative financial
instruments to manage those risks;

 

 •  our receipt of government sponsored financing and other funding to support our expansion and our ability to satisfy associated obligations;
 

 •  our expectations regarding product performance and technological competitiveness;
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 •  the impact of interest rate and foreign currency fluctuations;
 

 •  our ability to obtain or produce key materials; and
 

 •  the benefits of our proprietary technology and new manufacturing processes and other developments, including development of the industry
standard size wafer furnaces and other continued enhancements of our wafer, cell and panel production technologies.

There are numerous risks and uncertainties which could cause our actual results to differ materially from such forward-looking statements, including, for
example:
 

 •  the risk that we are unable to restructure our debt in an out-of-court restructuring, in which case we may have to restructure our debt through a
bankruptcy proceeding, and the risk that our stockholders will lose all or most of their investment in our company as a result of any such
restructuring, in or out of bankruptcy;

 

 •  the complexity of forecasting product pricing and customer demand in a volatile and uncertain market for our products;
 

 •  unexpected materials shortages or price increases;
 

 •  the uncertainty involved in forecasting the cost benefits from new technologies, new operational strategies and operational scaling;
 

 •  the possibility that we may be unable to fund future wafer manufacturing expansions; and
 

 •  our expectations regarding the impact of the shutdown of our Devens, Massachusetts manufacturing facility may not be correct.

These statements may be identified with such words as "we expect," "we believe," "we anticipate" or similar indications of future expectations. These
statements are neither promises nor guarantees and involve risks and uncertainties, which could cause our actual results to differ materially from such
forward-looking statements. Such risks and uncertainties constitute forward-looking statements and are made under the safe harbor provisions of Section 27A
of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. Our actual results of operations and financial
condition have varied and could in the future vary significantly from those stated in any forward-looking statements.

The factors described in Part I, Item 1A, "Risk Factors," in our Annual Report on Form 10-K for the year ended December 31, 2010, as updated in Part II,
Item 1A in this Quarterly Report on Form 10-Q, among others, could also cause actual results to differ materially from those contained in forward-looking
statements made in this Quarterly Report on Form 10-Q, in the documents incorporated by reference into this Quarterly Report on Form 10-Q or presented
elsewhere by our management from time to time. Such factors, among others, could have a material adverse effect upon our business, results of operations
and financial condition. We disclaim any obligation to update publicly or revise any such statements to reflect any change in our expectations, or events,
conditions, or circumstances on which any such statements may be based, or that may affect the likelihood that actual results will differ from those set forth in
such forward-looking statements.
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PART I – FINANCIAL INFORMATION
 
Item 1. Financial Statements

Evergreen Solar, Inc.
Condensed Consolidated Balance Sheets

(in thousands, except share data)
(unaudited)

 

   

December 31,
 

2010   

April 2,
 

2011  
Assets    
Current assets:    

Cash and cash equivalents   $ 61,574   $ 31,441  
Accounts receivable, net of allowance for doubtful accounts    76,484    52,687  
Inventory    54,941    70,134  
Prepaid cost of inventory    13,093    8,300  
Assets held for sale    —      19,097  
Other current assets    11,092    9,615  

    
 

   
 

Total current assets    217,184    191,274  
Restricted cash    6,810    7,022  
Deferred financing costs    9,527    9,121  
Loan receivable from Jiawei and related interest    13,615    13,893  
Prepaid cost of inventory    60,483    65,143  
Fixed assets, net    116,546    87,211  
Other assets    305    308  

    
 

   
 

Total assets   $ 424,470   $ 373,972  
    

 

   

 

Liabilities and stockholders' equity (deficit)    
Current liabilities:    

Accounts payable and accrued expenses   $ 39,559   $ 41,317  
Accrued employee compensation    4,718    2,547  
Accrued interest    9,157    11,596  
Accrued warranty    3,921    4,073  

    
 

   
 

Total current liabilities    57,355    59,533  
Convertible notes, net of discount    389,083    355,809  
Loan and related interest payable    37,957    38,960  
Deferred income taxes    1,204    1,204  

    
 

   
 

Total liabilities    485,599    455,506  
Commitments and Contingencies (Note 8)    
Stockholders' equity (deficit):    
Common stock, $0.01 par value, 240,000,000 shares authorized, 34,787,413 and 38,602,580 shares issued and outstanding at

December 31, 2010 and April 2, 2011, respectively    348    386  
Additional paid-in capital    1,034,699    1,047,588  
Accumulated deficit    (1,096,556)   (1,129,925) 
Accumulated other comprehensive income    380    417  

    
 

   
 

Total stockholders' equity (deficit)    (61,129)   (81,534) 
    

 
   

 

Total liabilities and stockholders' equity (deficit)   $ 424,470   $ 373,972  
    

 

   

 

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Evergreen Solar, Inc.
Condensed Consolidated Statements of Operations

(in thousands, except per share data)
(unaudited)

 
   Quarter Ended  

   April 3, 2010   April 2, 2011  
Product revenues   $ 78,473   $ 34,562  
Royalty revenues    —      750  

    
 

   
 

Total revenues    78,473    35,312  
Cost of revenues    72,424    57,398  

    
 

   
 

Gross profit (loss)    6,049    (22,086) 
    

 
   

 

Operating expenses:    
Research and development    4,736    5,327  
Selling, general and administrative    7,692    6,965  
Facility start-up    3,730    1,808  
Restructuring charges    3,981    10,014  

    
 

   
 

Total operating expenses    20,139    24,114  
    

 
   

 

Operating loss    (14,090)   (46,200) 
Other income (expense):    

Foreign exchange gains (losses), net    (2,244)   3,644  
Interest income    139    407  
Interest expense    (7,743)   (11,351) 
Gain on early extinguishment of debt    —      20,131  

    
 

   
 

Other income (expense), net    (9,848)   12,831  
    

 
   

 

Net loss   $ (23,938)  $ (33,369) 
    

 

   

 

Net loss per share (basic and diluted)   $ (0.70)  $ (0.93) 
Weighted average shares used in computing basic and diluted net loss per share    34,189    35,965  

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Evergreen Solar, Inc.
Condensed Consolidated Statements of Cash Flows

(in thousands)
(unaudited)

 
   Quarter Ended  

   April 3, 2010   April 2, 2011  
Cash flows from operating activities:    

Net loss   $ (23,938)  $ (33,369) 
Adjustments to reconcile net loss to net cash used in operating activities:    

Depreciation expense    14,813    12,076  
Inventory valuation adjustment    —      17,168  
Gain on early extinguishment of debt    —      (20,131) 
Amortization of prepaid cost of inventory    3,686    408  
Amortization of deferred debt financing costs    614    740  
Loss on disposal of fixed assets    —      1  
Provision for warranty    393    169  
Amortization of debt discount    3,122    2,337  
Compensation expense associated with employee equity awards    1,222    534  
Changes in operating assets and liabilities:    

Accounts receivable    (13,256)   23,936  
Inventory and related prepaid cost of inventory    (5,464)   (32,608) 
Other current assets    (1,708)   1,077  
Accounts payable and accrued expenses    177    (921) 
Interest payable    (3,192)   3,130  
Other    10    (269) 

    
 

   
 

Net cash used in operating activities    (23,521)   (25,722) 
    

 
   

 

Cash flows from investing activities:    
Purchases of fixed assets and deposits on fixed assets under construction    (13,803)   (2,561) 
Proceeds from the disposal of fixed assets    22    35  
Increase in restricted cash    (6,788)   (194) 
Payments associated with Sovello AG    (8,075)   —    
Increase in other loans    (2,641)   —    

    
 

   
 

Net cash used in investing activities    (31,285)   (2,720) 
    

 
   

 

Cash flows from financing activities:    
Payment associated with share increase    (144)   —    
Costs associated with exchange of senior convertible notes    —      (1,772) 
Proceeds from exercise of shares purchased under Employee    
Stock Purchase Plan    61    4  

    
 

   
 

Net cash used in financing activities    (83)   (1,768) 
    

 
   

 

Effect of exchange rate changes on cash and cash equivalents    —      77  
Net decrease in cash and cash equivalents    (54,889)   (30,133) 
Cash and cash equivalents at beginning of period    112,368    61,574  

    
 

   
 

Cash and cash equivalents at end of period   $ 57,479   $ 31,441  
    

 

   

 

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Evergreen Solar, Inc.
Notes to Condensed Consolidated Financial Statements

(unaudited)
 
1. Basis of Presentation

The condensed consolidated financial statements of Evergreen Solar, Inc. ("Evergreen Solar" or the "Company") are unaudited and have been prepared on a
basis substantially consistent with the Company's audited financial statements for the year ended December 31, 2010. These condensed consolidated financial
statements have been prepared in accordance with accounting principles generally accepted in the United States of America for interim financial information.
Consequently, these statements do not include all disclosures normally required by generally accepted accounting principles for annual financial statements.
These condensed consolidated financial statements should be read in conjunction with the Company's audited financial statements for the year ended
December 31, 2010, which are contained in the Company's Annual Report on Form 10-K for the fiscal year ended December 31, 2010. The unaudited
condensed consolidated financial statements, in the opinion of management, reflect all adjustments necessary for a fair statement of the financial position at
April 2, 2011, the results of operations for the quarters ended April 3, 2010 and April 2, 2011, and the cash flows for the quarters ended April 3, 2010 and
April 2, 2011. The balance sheet at December 31, 2010 was derived from audited financial statements as of that date, but does not include all disclosures
required by accounting principles generally accepted in the United States of America. The results of operations for the interim periods are not necessarily
indicative of the results of operations to be expected for any other interim period or for the full fiscal year ending December 31, 2011.

The consolidated financial statements include the accounts of the Company's wholly owned subsidiaries. All intercompany accounts and transactions have
been eliminated. Operating results of its foreign subsidiaries are translated into U.S. dollars at the average rates of exchange during the period, and assets and
liabilities are translated into U.S. dollars at the period-end rate of exchange. Evergreen operates as one reportable segment.

As part of the Company's plan to expand its manufacturing operations into China, on July 24, 2009 the Company and Hubei Science & Technology
Investment Co., Ltd., an investment fund sponsored by the government of Hubei, China ("HSTIC") entered into an investment agreement (the "Investment
Agreement") related to HSTIC's investment in the Company's subsidiary, Evergreen Solar (China) Co., Ltd. ("Evergreen Wuhan"). Pursuant to the Investment
Agreement, HSTIC invested the RMB equivalent of $33 million in Evergreen Wuhan in exchange for 66% of Evergreen Wuhan's shares. The Company
invested approximately $17 million in cash and equipment for the remaining 34% of Evergreen Wuhan's shares. Immediately upon HSTIC's investment, the
Company agreed to purchase HSTIC's shares and is required to pay for the shares no later than July 2014. This payment obligation will require the Company
to pay to HSTIC for its shares in Evergreen Wuhan an amount equal to HSTIC's aggregate investment of $33 million plus interest of 7.5% compounded
annually, resulting in a debt-like instrument. Accordingly, the Company has treated its payment obligation as indebtedness of the Company and fully
consolidates Evergreen Wuhan which it considers to be wholly-owned. The functional currency of Evergreen Wuhan is the RMB.

In January 2011, the Company announced its intent to shut down operations at its Devens manufacturing facility to better position the Company to pursue its
industry standard size wafer strategy and preserve its liquidity. The Company completely shut down the Devens manufacturing facility in the first quarter of
2011. These decisions and actions reflect the impact of changing global market conditions for solar panels as seen by the continued rapid deterioration in the
demand for and average selling prices of solar products. While overall demand for solar may increase, the Company expects that significant capacity
expansions in low cost manufacturing regions combined with potential adverse changes in government subsidies in several markets in Europe will likely
result in continuing pressure on solar panel selling prices throughout 2011. Solar manufacturers in China have received considerable government and financial
support and, together with their low manufacturing costs, have become price leaders within the industry. Although production costs at the Company's Devens
facility steadily decreased, they were still much higher than those of its low cost competitors in China. As industry selling prices continue their rapid decline
in 2011, panel manufacturing in Devens, either fully or partially, was no longer economically feasible, consequently requiring a complete shutdown of the
facility. The Company believes this is the right long-term decision for the Company, and better positions it to complete its strategy of becoming the low cost
producer of
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industry standard size wafers. As a result of the closure, total product revenue for 2011 is expected to substantially decrease; and beyond the first quarter of
2011, revenues will only be generated from product produced at the Company's Wuhan, China facility.

The Company currently expects to continue to operate its high temperature filament plant in Midland, Michigan and its wafer facility in Wuhan, China. With
approximately 75 megawatts ("MW") of installed wafer capacity in Wuhan, the Company will continue to supply its outsourcing partner, Jiawei, with wafers
for conversion into Evergreen Solar branded solar panels.

The Company's preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates and
assumptions that affect the reported amount of assets and liabilities and disclosures of contingent assets and liabilities at the dates of the financial statements
and the reported amounts of revenue and expenses during the reported periods. Estimates are used when accounting for the collectability of receivables,
valuing deferred tax assets, provisions for warranty claims and inventory obsolescence and determining the net realizable value of impaired assets among
other instances.

Liquidity Risk and Management Plans

Cash and cash equivalents, including restricted cash, as of April 2, 2011 were approximately $38.5 million and were approximately $33 million at April 30,
2011 after making the Company's scheduled interest payment of $10.75 million on April 15, 2011 to holders of the Company's 13% Convertible Senior
Secured Notes due 2015.

The Company last provided an updated discussion on liquidity risk and management plans in its Annual Report on Form 10-K. At that time, the Company
believed that its cash on hand and expected cash to be realized as it converted its Devens accounts receivables and inventory to cash would provide sufficient
liquidity to fund its operating needs for the next twelve months. However, since that time, there has been a continued rapid deterioration in the demand for and
average selling prices of solar products, driven largely by uncertainties regarding feed-in-tariffs and other subsidy programs combined with the continued
worldwide capacity expansion. For the Company, this development, as well as a significant rate of order cancellations, resulted in the Company's inability to
sell a significant portion of its production for the first quarter. While the first quarter has historically been slow for the solar industry, the sluggish demand has
unexpectedly continued into the second quarter of 2011. This longer than expected slow down and the anticipation of further declines in average selling prices
have combined to increase solar panel inventory throughout the distribution channel and to decrease product revenues.

As a result of the Company's low year to date sales volume and potentially lower sales for the remainder of this year as the industry balances inventory levels,
together with significantly increased pricing pressure, the cash that the Company had previously expected to realize from liquidating working capital at its
recently closed Devens facility will be significantly less than expected and will take longer than expected to realize. Further, the rapid decline in selling prices
necessitated a valuation adjustment of approximately $17.2 million for the Company's inventory as of April 2, 2011. As a result of these developments, (i) the
Company's near term liquidity has been negatively impacted, (ii) the Company will be required to secure additional sources of cash sooner than expected, and
(iii) there is uncertainty regarding the Company's ability to maintain liquidity sufficient to operate its business effectively over at least the next twelve months,
which raises substantial doubt as to its ability to continue as a going concern. The financial statements do not include any adjustments that might result from
the outcome of this uncertainty.

Accordingly, the Company will continue to aggressively pursue opportunities to address its capital structure in the near term, including restructuring its
existing debt, in order to significantly deleverage and better position it to secure additional financing and execute its strategy of developing and supplying the
lowest cost industry standard sized wafers to the world's leading solar panel manufacturers. As part of these restructuring efforts the Company has engaged
legal and financial restructuring advisors, and is in discussions with holders of its outstanding convertible notes regarding the terms of a restructuring. The
Company can make no assurances that it will be able to successfully restructure its debt, but its current expectation is that, in order to significantly deleverage
its balance sheet, any restructuring will involve very significant dilution to the Company's existing stockholders, leaving them with at most a very small
percentage of the Company's outstanding common stock.
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The assessment of the Company's near-term liquidity is based on important factors and assumptions which anticipate certain levels of potential risk. While all
business plans anticipate certain levels of risk, the Company is exposed to additional company-specific risks and uncertainties including, but not limited to:
 

 •  its ability to successfully address its capital structure in the near term, including restructuring its existing debt, in order to significantly deleverage
and better position it to secure additional financing, and to obtain additional sources of cash to support both its operations and expansion;

 

 •  the need for its Wuhan manufacturing facility to ramp to 75 MW of capacity and achieve target panel manufacturing cost of $1.25 per watt by
mid 2012; and

 

 •  the need for it to continue to make progress on the development of its planned industry standard wafer expansion program allowing further
opportunities for growth, including establishing relationships with potential partners and customers for its wafers.

In addition, although the Company's long-term debt does not begin to mature until April 2013, the Company will actively work to identify sources of liquidity
to assist in its ability to repay the debt when it becomes due. There is no assurance that such additional sources of liquidity to repay long-term debt can be
obtained on terms acceptable to the Company, or at all. If the Company does not complete a restructuring of its outstanding indebtedness prior to the time that
it runs out of cash or is required to offer to purchase its outstanding convertible notes following a "fundamental change," or an event of default resulting in
acceleration otherwise occurs under the indentures for its outstanding convertible notes, the Company will not have the cash on hand to make the payments
required by the governing indentures and may be forced to declare bankruptcy. See Note 7 for discussion of the impact of a going concern opinion on the
Company's loan with HSTIC.

 
2. Cash and Cash Equivalents

The Company considers all highly liquid investments with maturities of three months or less from the date of purchase and whose carrying amount
approximates fair value to be cash equivalents.

 
3. Inventory

Inventory is stated at the lower of cost or market and consisted of the following at December 31, 2010 and April 2, 2011 (in thousands):
 

   

December 31,
 

2010    

April 2,
 

2011  
Raw materials   $ 28,257    $ 10,156  
Work-in-process    8,176     2,150  
Finished goods    18,508     57,828  

    
 

    
 

  $ 54,941    $ 70,134  
    

 

    

 

Prepaid cost of inventory   $ 73,576    $ 73,443  
Less: current portion    13,093     8,300  

    
 

    
 

Noncurrent portion   $ 60,483    $ 65,143  
    

 

    

 

The Company has entered into multiple multi-year silicon supply agreements, several of which required advanced funding under the contract. These
prepayments, which are non-refundable, are presented on the balance sheet in Prepaid Cost of Inventory and will be amortized as an additional cost of
inventory as silicon is delivered and utilized by the Company. Prepayments are classified as short-term based upon the value of silicon contracted to be
delivered during the next twelve months. The Company carries these prepayments on its balance sheet at cost and periodically evaluates the vendor's ability to
fulfill the silicon contract. In connection with one of the OCI contracts, the
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Company issued shares of its common stock to the supplier valued at $121 million. This amount was accounted for as an intangible asset ("prepaid
inventory") in the Company's balance sheet and is being amortized as an additional cost of inventory over the life of the contract as silicon is purchased. As a
result of the shutdown of the Devens facility, and the corresponding substantial reduction in the Company's expected silicon requirements, the silicon
purchases over which this intangible asset is being amortized have been significantly reduced, resulting in projected excess contractually required purchases
of silicon compared to the Company's expected usage. While the Company expects to be able to sell excess quantities for prices approximately equal to the
weighted average contractual purchase prices, the excess quantities required a write down of the asset to reflect the value not expected to be recovered.
Consequently, a non-cash charge of $74.5M was recorded in the fourth quarter of 2010 representing the write down of this asset. Additional write-downs
could occur if the expected market price of silicon decreases significantly or the excess quantities are sold at less than the weighted average contractual
purchase prices.

As a result of the rapid decline and continuing pressure on solar panel selling prices, the Company recorded a valuation adjustment of approximately $17.2
million on its finished goods inventory as of April 2, 2011.

 
4. Investment in and Sale of Sovello AG

On April 21, 2010, all of the outstanding shares of Sovello AG (formally EverQ GmbH) ("Sovello"), the Company's joint venture with Renewable Energy
Corporation ASA ("REC") and Q-Cells SE ("Q-Cells"), were sold to Rolling Hills S.à.r.l, an affiliate of Ventizz Capital Fund IV, L.P ("Ventizz"). Prior to the
sale, the Company applied the equity method of accounting for its one-third share of Sovello's operating results in accordance with the Investments - Equity
Method and Joint Ventures topic of the FASB codification. However, during the third and fourth quarters of 2009 the Company wrote-off its aggregate
investment in Sovello in addition to recording charges associated with its guarantee and for estimated payments relating to undertakings with Sovello's bank
and for other then expected costs due to Sovello's significant financial difficulties at that time. As a result, the Company's 2010 consolidated statement of
operations and consolidated statement of cash flows do not include its one-third share of Sovello's results of operations. The sale of the shares to Ventizz
resulted in a new license agreement between the Company and Ventizz for the license of the Company's Gemini and Quad wafer manufacturing technology.
The license agreement replaced the Company's existing license agreements with Sovello and calls for royalty payments from Sovello of $2.0 million in 2010
and $3.0 million in each of the subsequent 2 years for the capacity that exists at Sovello.

Pursuant to a Share Purchase Agreement between Ventizz and Sovello's other shareholders, the Company paid to Sovello approximately EUR 2.4 million
(approximately $3.2 million at applicable exchange rates) on April 21, 2010, net of receipt of remaining royalty payments and product payments for 2009 of
approximately EUR 4.1 million (approximately $5.6 million). This amount was in addition to EUR 5.8 million (approximately $8.1 million at applicable
exchange rates) paid by the Company in the first quarter of 2010 in conjunction with a guarantee made to Sovello's banking syndicate. Of the approximately
EUR 4.1 million received, approximately $2.4 million related to royalties owed for the fourth quarter of 2009. The majority of the approximately $3.2 million
remaining was for royalties owed for the second and third quarters of 2009. During the fourth quarter of 2009, as a result of the substantial doubt that existed
at that time about Sovello's ability to settle these obligations, the Company did not recognize the $2.4 million as royalty revenue and wrote-off the $3.2
million receivable as part of the 2009 impairment charge. As a result of Sovello's settlement payment during the second quarter of 2010, the Company
recognized the $2.4 million as royalty revenue and reversed $3.2 million of the 2009 impairment charge. In connection with the closing of the sale, the Master
Joint Venture Agreement among the shareholders and Sovello, dated November 5, 2008, was terminated and the Company satisfied its remaining obligations
pursuant to the Undertaking, dated October 6, 2008, it made to Sovello's banking syndicate.

 
5. Fixed Assets

Fixed assets consisted of the following at December 31, 2010 and April 2, 2011 (in thousands):
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Useful
 

Life    

December 31,
 

2010   

April 2,
 

2011  
Land     $ 119   $ 119  
Buildings    40 years      210,041    23,484  
Laboratory and manufacturing equipment    3-7 years      289,071    67,740  
Computer and office equipment    3-7 years      8,130    4,310  
Leasehold improvements

  

 
 
 

Lesser of 15 to 20
 

years or lease term

  
 
     14,126    14,156  

Assets under construction      19,969    7,034  
      

 
   

 

     541,456    116,843  
Less: Accumulated depreciation      (424,910)   (29,632) 

      
 

   
 

    $ 116,546   $ 87,211  
      

 

   

 

During 2007, the Commonwealth of Massachusetts ("State") support program awarded the Company $20.0 million in grants towards the construction of its
Devens, Massachusetts manufacturing facility, virtually all of which was received. The grants have been capitalized as a reduction of the construction costs.
The funds granted are subject to repayment by the Company if, among other conditions, the Devens manufacturing facility does not create and maintain 350
new jobs in Massachusetts through November 20, 2014. Under the Company's understanding of the grant agreements, the repayment of the grants, if any, will
be proportional to the targeted number of jobs per annum. The grant monies received were being amortized over the same period as the underlying assets to
which they relate. The agencies have indicated they will seek repayment of certain unearned amounts under these grant agreements which the Company
estimates could be approximately $3.0 million. However, based on the Company's understanding of the grant agreements, these amounts may not need to be
repaid for several years. In addition, as a result of the shut down of its Devens operation, the Company may need to pay additional amounts to
MassDevelopment under other agreements.

Depreciation expense for the quarters ended April 3, 2010 and April 2, 2011 was approximately $14.8 million and $12.1 million, respectively. The 2010
amounts include accelerated depreciation associated with a previous decision to transition panel assembly to China.

As of April 2, 2011, the Company had outstanding commitments for capital expenditures of approximately $3.1 million, primarily for construction and
equipment for its Midland, Michigan facility and, to a lesser extent, its Wuhan, China facility.

On January 10, 2011, the Company's Board of Directors and management committed the Company to implement a plan to shut down all operations at its
Devens facility by the end of the first quarter of 2011. The Company will continue to operate its high temperature filament plant in Midland, Michigan and its
wafer facility with approximately 75 MW of installed wafer capacity in Wuhan, China and will continue to supply its outsourcing partner with wafers for
conversion into Evergreen Solar branded solar panels. In conjunction with its decision, the Company initiated an evaluation of the recoverability of its
Devens, Midland and Wuhan facilities and related equipment. As a result of this assessment, the Company recorded an impairment charge of approximately
$303 million on its long-lived assets during the fourth quarter of 2010. The Company is actively marketing for sale its Devens assets, the estimated net
realizable value of which is reported as Assets Held for Sale on the balance sheet. The Company estimates it has incurred and it will incur in the aggregate
cash charges of approximately $15 million to $20 million, principally salary continuation benefits, facility decommissioning, the potential reimbursement to
the Commonwealth of Massachusetts for a portion of the grant monies received and other costs required to close the facility (see Note 14).

 
6. Loan Receivable from Jiawei

On March 26, 2010, Evergreen Wuhan entered into a loan agreement with Jiawei pursuant to which a loan of RMB 34.1 million was provided to Jiawei
(approximately $5.2 million at April 2, 2011 exchange rates) at an interest rate
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of 7.5% compounded semi-annually. The principal and accrued interest is due no later than March 30, 2015. In addition, on April 29, 2010, the Company
entered into an additional loan agreement with Jiawei's parent company pursuant to which a $7.8 million loan was made to Jiawei at an interest rate of 7.5%
compounded semi-annually. The principal and accrued interest is due no later than April 30, 2015. The Company has the option to convert up to $5.0 million
of this loan into stock or other securities of Jiawei at any time prior to repayment of the loan and related interest. As of April 2, 2011 the combined amounts of
$13.9 million are reported as Loan Receivable from Jiawei and Related Interest on the balance sheet.

 
7. Debt

The Company's convertible debt consisted of the following at December 31, 2010 and April 2, 2011 (in thousands):
 

   

December 31,
 

2010   

April 2,
 

2011  
Senior convertible notes   $ 249,207   $ 203,806  
Convertible subordinated additional cash notes    —      12,596  
Less: debt discount    (25,124)   (25,593) 

    
 

   
 

Senior convertible and additional cash notes, net of discount    224,083    190,809  
Convertible senior secured notes    165,000    165,000  

    
 

   
 

Total convertible notes, net of discount   $ 389,083   $ 355,809  
    

 

   

 

Senior Convertible Notes

On July 2, 2008, the Company completed a public offering of $373.8 million aggregate principal amount of its 4% Senior Convertible Notes (the "Senior
Notes"). Net proceeds to the Company from the Senior Notes offering, including the cost of the capped call transaction (seeCapped Call below), were
approximately $325.8 million. The Company's financing costs associated with the Senior Notes are being amortized over the five year term which concludes
in July 2013. During the second quarter of 2010, the Company repurchased approximately $124.5 million aggregate principal amount of these Senior Notes
(see Convertible Senior Secured Notes below), recognizing a gain of approximately $24.8 million on the early extinguishment, and leaving a remaining
balance of approximately $249.2 million as of December 31, 2010. In addition, during the first quarter of 2011, the Company exchanged approximately $45.4
million aggregate principal amount of Senior Notes for approximately $22.7 million of new convertible notes of which $10.1 million have since been
converted into shares of the Company's common stock (see Convertible Subordinated Additional Cash Notes below). In conjunction with the exchange and
subsequent conversion the Company recognized a gain of approximately $20.1 million, leaving a remaining balance of approximately $203.8 million of
Senior Notes at April 2, 2011. The exchange and subsequent conversion were non-cash transactions.

The Senior Notes bear cash interest at the rate of 4% per year, payable semi-annually in arrears on January 15 and July 15 of each year, which began on
January 15, 2009, with an effective interest cost of approximately 8.8% as a result of the adoption of the guidance required by the Debt topic of the FASB
codification relating to accounting for convertible debt instruments that may be settled in cash upon conversion (including partial cash settlement), in addition
to the impact of accounting for equity classified own share lending arrangements. The Senior Notes were originally accounted for as traditional convertible
debt, with no bifurcation of the conversion feature recognized as a separate asset or liability. However, effective January 1, 2009, in accordance with the Debt
topic of the FASB codification, the Company separately accounted for the liability and equity components (approximately $65.9 million) of the instrument in
a manner that reflects the issuer's nonconvertible debt borrowing rate. The Senior Notes will mature on July 15, 2013 unless previously repurchased by the
Company or converted in accordance with their terms prior to such date. The Senior Notes are not redeemable at the Company's option prior to the stated
maturity date. If certain fundamental changes occur at any time prior to maturity, holders of the Senior Notes may require the Company to repurchase their
Senior Notes in whole or in part for cash equal to 100% of the principal amount of the Senior Notes to be repurchased, plus accrued and unpaid interest to, but
excluding, the date of
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repurchase. The fair value of the Company's Senior Notes is estimated based on quoted market prices which were trading at an average of approximately
28.5% of par value as of April 2, 2011, or approximately $58.1 million.

At maturity and upon certain other events, including a change of control and when the trading price of the Company's common stock exceeds 130% of the
then effective conversion price, the Senior Notes will be convertible into cash up to their principal amount and shares of the Company's common stock for the
remainder, if any, of the conversion value in excess of such principal amount at a current conversion rate of 13.7599 shares of common stock per $1,000
principal amount of Senior Notes (equivalent to a current conversion price of $72.675 per share). Subject to certain exceptions and limitations, the holder of a
note for $1,000 principal amount that is converted when the Company's common stock is trading at the conversion price of $72.675 (or lower) would receive
$1,000 (or less) in cash, and the holder of a note for $1,000 principal amount that is converted when the Company's common stock is trading above the
conversion price of $72.675 would receive $1,000 in cash and shares of the Company's common stock to the extent that the market value of the Company's
common stock multiplied by the conversion rate, which currently is 13.7599, exceeds $1,000. If a non-stock change of control occurs and a holder elects to
convert Senior Notes in connection with such non-stock change of control, such holder may be entitled to an increase in the conversion rate. The conversion
rate may also be adjusted under certain other circumstances, including, but not limited to, the issuance of stock dividends and payment of cash dividends.

Capped Call

In connection with the Company's Senior Notes offering on June 26, 2008, the Company entered into a capped call transaction with respect to the Company's
common stock with Lehman Brothers OTC Derivatives Inc. ("LOTC"), an affiliate of Lehman Brothers Inc., the lead underwriter for the offering, in order to
reduce the dilution that would otherwise occur as a result of new common stock issuances upon conversion of the Senior Notes. The capped call transaction
currently has a strike price of $72.675 per share, subject to certain adjustments, which matches the current conversion price of the Senior Notes, and has a cap
price of $114.00 per share.

The capped call transaction was designed to reduce the potential dilution resulting from the conversion of the Senior Notes into shares of common stock, and
effectively increase the conversion price of the Senior Notes for the Company to $114.00 per share from the actual conversion price to the note holders of
$72.68 per share. The total premium to be paid by the Company for the capped call was approximately $68.1 million, of which $39.5 million was paid
contemporaneously with the closing of the Senior Notes offering and the remaining $28.6 million was required to be paid in nine equal semi annual
installments beginning January 15, 2009. In accordance with the guidance in Distinguishing Liability from Equity topic of the FASB codification and the
Derivative and Hedging topic of the FASB codification, the capped call instrument was classified as equity and therefore the up-front capped call premium
plus the present value of the future installments were recorded in additional paid-in capital. As this instrument does not qualify as a derivative under the
Derivatives and Hedging topic of the FASB codification, it is not be subject to mark-to-market adjustments in subsequent periods.

On September 15, 2008 and October 3, 2008, respectively, the parent company of the lead underwriter, Lehman Brothers Holdings Inc. and LOTC filed for
protection under Chapter 11 of the federal Bankruptcy Code, each an event of default under the capped call transaction. As a result of the defaults, the affiliate
is not expected to perform its obligations if such obligations were to be triggered and the Company's obligations under the agreement have been suspended.
The Company believes it has the right to terminate the capped call transaction based on the defaults that have occurred. Accordingly the remaining premium
liability under the capped call transaction was reversed against equity.

On September 9, 2009, the Company received notification from LOTC purporting to terminate the capped call transaction based on the Company's failure to
pay additional installment payments under the capped call transaction. On September 25, 2009, the Company received a letter from the same party requesting
payment of $19,992,487 (plus $340,673 in interest) as payment for the termination of the capped call transaction. More recently, LOTC increased its demand
to no less than $23,643,902 (plus interest). Despite the letter received, the Company rejects any assertions that (i) LOTC has the right to terminate the capped
call transaction, (ii) that the Company has defaulted on any payment obligations under the capped call transaction and (iii) that any amounts are currently due
and payable to LOTC under the capped call transaction. The Company intends to vigorously defend against all such
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claims by the lead underwriter's affiliate and any related parties should they be asserted and if the dispute cannot be otherwise resolved.

In connection with the sale of the Senior Notes, the Company also entered into a common stock lending agreement (seeCommon Stock Lending Agreement
within Note 10).

Convertible Senior Secured Notes

On April 26, 2010, the Company completed a private placement of $165 million aggregate principal amount of its 13% Convertible Senior Secured Notes due
2015 (the "Secured Notes") to Piper Jaffray & Co. (the "Initial Purchaser") who subsequently placed the Secured Notes to investors in accordance with Rule
144A of the Securities Act of 1933, as amended. The Secured Notes were issued pursuant to an indenture (the "Indenture"), dated as of April 26, 2010, among
the Company, the guarantors named therein (the "Guarantors") and U.S. Bank National Association, as trustee. The Company used approximately $82.4
million of the $158.6 million net proceeds from this offering for the purchase of approximately $124.5 million aggregate principal amount of its Senior Notes
and designated the remainder of the net proceeds of approximately $75 million for general corporate purposes, working capital and capital expenditures for
further expansion in China.

The Secured Notes bear interest at the rate of 13% per year, payable semi-annually in arrears on April 15 and October 15 of each year, beginning on
October 15, 2010. The Secured Notes will mature on April 15, 2015 unless previously repurchased by the Company or converted in accordance with their
terms prior to such date. If certain fundamental change transactions occur at any time prior to maturity or if more than $50 million in principal amount of the
Company's Senior Notes remain outstanding on April 15, 2013, holders of the Secured Notes may require the Company to repurchase their Secured Notes in
whole or in part for cash equal to 100% of the principal amount of the Secured Notes to be repurchased, plus accrued and unpaid interest to, but excluding, the
date of repurchase. The fair value of the Secured Notes is estimated based on quoted market prices which approximated 60.0% of par value as of April 2,
2011, or approximately $99.0 million.

The Secured Notes are fully and unconditionally guaranteed on a senior secured basis by each of the Company's existing and future direct and indirect wholly
owned domestic subsidiaries, subject to certain exceptions. Pursuant to the terms of the Indenture, the Pledge and Security Agreement, dated as of April 26,
2010, among the Company, the Guarantors and U.S. Bank National Association, as collateral agent, and the Collateral Trust Agreement, dated as of April 26,
2010, among the Company, the Guarantors and U.S. Bank National Association, as collateral agent, the Secured Notes and the guarantees are secured by a
first-priority lien on substantially all of the assets owned by the Company and the Guarantors, subject to certain exceptions.

The Secured Notes are convertible into shares of the Company's common stock at a current conversion rate of 87.5410 shares of common stock per $1,000
principal amount of Secured Notes (which is equivalent to a current conversion price of approximately $11.42 per share), subject to adjustment upon
occurrence of certain events. The initial conversion price represents a conversion premium of approximately 52% relative to $7.50, which was the last
reported sale price of the Company's common stock on the Nasdaq Global Market on April 20, 2010.

Convertible Subordinated Additional Cash Notes

On February 14, 2011 the Company announced the expiration and results of its offer to exchange (i) an aggregate principal amount of up to $100,000,000 of
new 4.0% Convertible Subordinated Additional Cash Notes due 2020 (the "New Subordinated Notes") for an aggregate principal amount of up to
$200,000,000 of its existing Senior Notes, and (ii) an aggregate principal amount of up to $165,000,000 of new 7.5% Convertible Senior Secured Notes due
2017 (the "New Secured Notes") for an aggregate principal amount of up to $165,000,000 of its existing Secured Notes, and the related consent solicitation.
The exchange offers and consent solicitation expired at 5:00 p.m., New York City time, on February 11, 2011.

As of February 11, 2011, the expiration date, holders of approximately $45.4 million aggregate principal amount of
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the existing Senior Notes had tendered, and not withdrawn, existing Senior Notes for exchange. Because the total principal amount of the Senior Notes
tendered was less than the maximum amount the Company would accept in the exchange offer for the Senior Notes, all of the existing Senior Notes validly
tendered and not withdrawn were accepted for exchange pursuant to the terms of this exchange offer. Based on the modified "Dutch auction" process
described in the Company's Prospectus filed with the Securities and Exchange Commission on February 9, 2011, the clearing exchange ratio for this exchange
offer was $500 principal amount of New Subordinated Notes per $1,000 principal amount of existing Senior Notes. Following the consummation of the
exchange offer, approximately $22.7 million in principal amount of New Subordinated Notes were issued to holders whose existing Senior Notes were
accepted for exchange. The aggregate principal amount of New Subordinated Notes issued to any holder was rounded down to the nearest $1,000 and any
fractional portion of New Subordinated Notes was paid in cash. On February 17, 2011 the Company settled the exchange offer for the Senior Notes and paid
in cash all accrued and unpaid interest on the existing Senior Notes accepted for exchange to but excluding the settlement date. The Company will no longer
pay interest on any existing Senior Notes that were accepted for exchange, and interest began to accrue on the New Subordinated Notes commencing on the
settlement date. Since the issuance of the New Subordinated Notes, approximately $10.1 million of the New Subordinated Notes have been converted by the
holders into approximately 3.9 million shares of the Company's common stock, leaving a remaining balance of approximately $12.6 million of New
Subordinated Notes at April 2, 2011.

Less than $50,000,000 aggregate principal amount of the existing Secured Notes were tendered in this exchange offer. Because the minimum tender and
consent conditions were not met, the Company did not accept any existing Secured Notes for exchange and will not amend the indenture governing the
existing Secured Notes.

The New Subordinated Notes bear interest at the rate of 4% per year, payable semi-annually in arrears on January 15 and July 15 of each year, beginning on
July 15, 2011 with an effective interest cost of approximately 49.7%. The New Subordinated Notes will mature on July 15, 2020 unless previously
repurchased by the Company or converted in accordance with their terms prior to such date. The New Subordinated Notes are not redeemable at the
Company's option prior to the stated maturity date. If certain fundamental changes occur at any time prior to maturity, holders of the New Subordinated Notes
may require the Company to repurchase their New Subordinated Notes in whole or in part for cash equal to 100% of the principal amount of the New
Subordinated Notes to be repurchased, plus accrued and unpaid interest to, but excluding, the date of repurchase. The fair value of the New Subordinated
Notes is estimated based on quoted market prices which approximated 71.4% of par value as of April 2, 2011, or approximately $9.0 million. The New
Subordinated Notes are unsecured subordinated obligations and are contractually subordinated in right of payment to all of the Company's existing and future
senior indebtedness, is subordinated to all of the Company's existing and future secured indebtedness to the extent of the value of the collateral securing such
indebtedness, and is structurally subordinated in right of payment to all existing and future indebtedness and other liabilities of the Company's subsidiaries.
The New Subordinated Notes are convertible into shares of the Company's common stock at an initial conversion rate of 229.8851 shares of common stock
per $1,000 principal amount of New Subordinated Notes (which is equivalent to an initial conversion price of approximately $4.35 per share), subject to
adjustment upon occurrence of certain events. Upon conversion, the New Subordinated Notes also provide for an additional payment of $300 per $1,000
principal amount in addition to a coupon make whole payment, both of which will be paid in shares of the Company's common stock.

As a result of these financing transactions, the Company's annual cash interest expense associated with its convertible notes is approximately $30.1 million.
For the quarters ended April 3, 2010 and April 2, 2011, the Company recorded approximately $7.4 million and $10.7 million, respectively, in interest expense
associated with its Senior Notes, Secured Notes and New Subordinated Notes (which includes non-cash interest of approximately $3.7 million and $3.1
million for the quarters ended April 3, 2010 and April 2, 2011, respectively). For the quarters ended April 3, 2010 and April 2, 2011, the Company capitalized
interest of approximately $16,000 and $0, respectively.

Loan Payable

Pursuant to the Investment Agreement, HSTIC invested the RMB equivalent of $33 million in Evergreen Wuhan in exchange for 66% of Evergreen Wuhan's
shares. This payment obligation will require the Company to pay to
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HSTIC for its shares in Evergreen Wuhan an amount equal to HSTIC's aggregate investment of $33 million plus interest of 7.5%, compounded annually, no
later than 2014, the end of the five year period after receipt of the investment.

The Investment Agreement also sets forth certain negative and affirmative covenants and conditions that must be complied with to avoid accelerating the
Company's obligation to pay for HSTIC's shares. Covenants and conditions include, but are not limited to, reporting obligations and approval requirements for
certain affiliate transactions and other extraordinary business activities, the absence of any "going concern" qualification in the audit opinion delivered by the
Company's independent public accountants and included in the Company's annual report on Form 10-K and refraining from filing a petition for bankruptcy
protection or otherwise commencing an insolvency proceeding. The Company was in compliance with these covenants at April 2, 2011. If the Company fails
to meet its obligation to pay for HSTIC's shares at the end of five years, or upon the possible acceleration of the payment term, the Company will be required
to relinquish its Board and management control over Evergreen Wuhan.

Interest incurred on the loan for the quarters ended April 3, 2010 and April 2, 2011, which is payable in conjunction with the loan repayment, was
approximately RMB 4.3 million and RMB 4.6 million, respectively ($630,000 and $701,000, respectively, at applicable exchange rates). Of these amounts
approximately RMB 1.4 million and RMB 85,000 for the quarters ended April 3, 2010 and April 2, 2011, respectively, were capitalized ($210,000 and
$13,000, respectively, at applicable exchange rates). The combined loan and related interest amounts have been included in Loan and Related Interest Payable
on the balance sheet.

Letters of Credit

As of April 2, 2011, the Company has approximately $3.0 million of outstanding letters of credit, most of which are required to secure several equipment
leases and the Company's corporate credit card program. The Company has segregated cash to collateralize these outstanding letters of credit which is
included in Restricted Cash on the balance sheet.

 
8. Commitments and Contingencies

Potential Litigation with Lehman Brothers.

On September 25, 2009, the Company received a letter from LOTC requesting payment of $19,992,487 (plus $340,673 in interest) as payment for the
termination of the capped call transaction (see Note 7) which LOTC believes it has the right to terminate and purported to terminate in a letter received by the
Company on September 9, 2009. More recently, LOTC increased its demand to no less than $23,643,902 (plus interest). Despite the demand for payment and
purported termination letter received, the Company rejects LOTC's assertions that (i) it has the right to terminate the capped call transaction, (ii) the Company
has defaulted on any payment obligations under the capped call transaction and (iii) any amounts are currently due and payable to LOTC under the capped
call transaction. The Company intends to vigorously defend against all such claims by LOTC and any related parties should they be asserted and if the dispute
cannot be otherwise resolved. In addition, the Company continues to pursue its related claims in bankruptcy in the U.S., and in administration in the U.K.,
against Lehman Brothers Inc. and certain of its affiliates.

Product Warranty

The Company's current standard product warranty includes a ten-year warranty period for defects in material and workmanship and a 25-year warranty period
for declines in power performance which are standard in the solar industry. The Company currently accrues a liability of approximately 0.5%, on average, of
current product revenues for the estimated future costs of meeting its warranty obligations, the levels of which are consistent with industry ranges. The
Company makes and revises this estimate based on the number of solar panels shipped and its historical experience with warranty claims. The Company
continually monitors the quality of its product including the quality of the panels produced by its outsourcing partner in China.
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The Company engages in product quality programs and processes, including monitoring and evaluating the quality of component suppliers, in an effort to
ensure the quality of its products and reduce its warranty exposure. The warranty obligation will be affected not only by its product failure rates, but also the
costs to repair or replace failed products and potential service and delivery costs incurred in correcting a product failure. If the Company's actual product
failure rates, repair or replacement costs, or service or delivery costs differ from these estimates, accrued warranty costs would be adjusted in the period that
such events or costs become known.

The following table summarizes the activity of the Company's warranty accrual for the quarters ended April 3, 2010 and April 2, 2011, respectively (in
thousands):
 

   

April 3,
 

2010   

April 2,
 

2011  
Balance at beginning of period   $ 2,368   $ 3,921  
Warranty costs accrued    393    169  
Warranty costs incurred    (25)   (17) 

    
 

   
 

Balance at end of period   $ 2,736   $ 4,073  
    

 

   

 

Other

As of April 2, 2011, the Company had outstanding commitments for capital expenditures of approximately $3.1 million, a portion of which is expected to be
fulfilled in 2011, primarily for the construction and equipment for its Midland, Michigan facility and, to a lesser extent, its Wuhan, China facility.

 
9. Fair Value Measurements

The Company follows the guidance of the Fair Value Measurements and Disclosures topic of the FASB codification. This statement defines fair value,
establishes a framework for measuring fair value and expands the related disclosure requirements. This statement applies under other accounting
pronouncements that require or permit fair value measurements. The statement indicates, among other things, that a fair value measurement assumes that the
transaction to sell an asset or transfer a liability occurs in the principal market for the asset or liability or, in the absence of a principal market, the most
advantageous market for the asset or liability. The guidance defines fair value based upon an exit price model.

Valuation Hierarchy

The Fair Value Measurements and Disclosures topic of the FASB codification establishes a valuation hierarchy for disclosure of the inputs to valuation used
to measure fair value. This hierarchy prioritizes the inputs into three broad levels as follows:

Level 1-Inputs are unadjusted quoted prices in active markets for identical assets or liabilities that the Company has the ability to access at the measurement
date.

Level 2-Inputs include quoted prices for similar assets and liabilities in active markets, quoted prices for identical or similar assets or liabilities in markets that
are not active, inputs other than quoted prices that are observable for the asset or liability (i.e., interest rates, yield curves, etc.), and inputs that are derived
principally from or corroborated by observable market data by correlation or other means (market corroborated inputs).

Level 3-Unobservable inputs that reflect the Company's views about the assumptions that market participants would use in pricing the asset or liability. The
Company develops these inputs based on the best information available, including third party appraisals of property, prices for similar assets utilizing highest
and best use assumptions for the various components in addition to its own data.

A financial asset or liability's classification within the hierarchy is determined based on the lowest level input that is significant to the fair value measurement.
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The following table provides the assets and liabilities carried at fair value measured on a recurring basis as of December 31, 2010 and April 2, 2011 (in
thousands):
 
   December 31, 2010  

   

Total
 

Carrying
 

Value    

Quoted Prices
 

in Active
 

Markets
 

(Level 1)    

Using Significant
 

Other  Observable
 

Inputs
 

(Level 2)    

Using  Significant
 

Unobservable
 

Inputs
 

(Level 3)  
Money markets   $ 10,001    $ 10,001    $ —      $ —    
   April 2, 2011  

   

Total
 

Carrying
 

Value    

Quoted Prices
 

in Active
 

Markets
 

(Level 1)    

Using Significant
 

Other  Observable
 

Inputs
 

(Level 2)    

Using  Significant
 

Unobservable
 

Inputs
 

(Level 3)  
Money markets   $ 4,502    $ 4,502    $ —      $ —    

Valuation Techniques

Money Market funds are measured at fair value using unadjusted quoted prices in active markets for identical securities and are classified within Level 1 of
the valuation hierarchy.

 
10. Stockholders' Equity

The Company has two classes of capital stock: common and preferred. As of December 31, 2010, the Company had 120,000,000 shares of common stock
authorized and 27,227,668 shares of preferred stock authorized, of which 26,227,668 shares were designated Series A convertible preferred stock. On July 27,
2010, at the Company's annual meeting of stockholders, holders of a majority of the Company's outstanding shares of common stock approved a proposal to
permit its Board of Directors to amend the Company's certificate of incorporation to authorize a 1-for-6 reverse stock split of its issued and outstanding
common stock and a reduction in the number of its authorized shares of common stock from 450,000,000 to 120,000,000. On December 29, 2010, the
Company filed an amendment to its certificate of incorporation to implement the 1-for-6 reverse split. The reverse split became effective at 12:01 a.m. Eastern
Standard Time, on Saturday, January 1, 2011. The reverse split reduced the number of outstanding shares of the Company's common stock from
approximately 209 million shares to approximately 35 million shares at December 31, 2010.

On February 9, 2011 the Company held a special meeting of stockholders at which the stockholders approved an amendment to the Company's certificate of
incorporation to increase its authorized common shares to 240,000,000 from 120,000,000.

At April 2, 2011, 3,691,667 shares of common stock were authorized for issuance under the Company's Amended and Restated 2000 Stock Option and
Incentive Plan.
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Common Stock Lending Agreement

Concurrent with the offering and sale of the Senior Notes on June 26, 2008, the Company entered into a common stock lending agreement (the "Common
Stock Lending Agreement") with Lehman Brothers International (Europe) (the "Common Stock Borrower"), an affiliate of the lead underwriter for the Senior
Notes offering, pursuant to which the Company loaned 5,142,757 shares of its common stock (the "Borrowed Shares") to the Common Stock Borrower. The
Common Stock Borrower offered the 5,142,757 shares in a separate registered offering. The Common Stock Borrower received all of the proceeds from the
sale of the borrowed common stock. In consideration for the issuance of the Borrowed Shares, the Common Stock Borrower paid the Company a nominal
loan fee. In the Common Stock Lending Agreement, the Common Stock Borrower agreed to deliver to the Company 5,142,757 shares of its common stock
upon the earliest of (i) July 15, 2013, (ii) the Company's election, at such time that the entire principal amount of notes ceases to be outstanding, (iii) the
mutual agreement of the Company and the Common Stock Borrower, (iv) the Company's election, upon a default by the Common Stock Borrower, and
(v) the Common Stock Borrower's election, at any time. The obligations of the Common Stock Borrower under the Common Stock Lending Agreement are
guaranteed by the parent company of the lead underwriter, Lehman Brothers Holdings Inc.

These shares were considered issued and outstanding for corporate law purposes at the time they were loaned; however, at the time of the loan they were not
considered outstanding for the purpose of computing and reporting earnings per share because these shares were to be returned to the Company no later than
July 15, 2013, the maturity date of the Senior Notes. On September 15, 2008, the parent company of the lead underwriter filed for protection under Chapter 11
of the federal Bankruptcy Code and the Common Stock Borrower was placed into administration proceeding in the United Kingdom shortly thereafter. As a
result of the bankruptcy filing and the administration proceeding, the Common Stock Lending Agreement automatically terminated and the Common Stock
Borrower was contractually required to return the shares to the Company or the value of the shares in cash. The Company has since demanded the immediate
return of all outstanding borrowed shares or the cash equivalent value; however, the shares have not yet been returned and no payment has been made.

In October 2009, the FASB updated the Debt topic of the FASB codification that amends the topic to expand accounting and reporting guidance for own-
share lending arrangements issued in contemplation of the issuance of convertible debt. The guidance requires an entity that enters into an equity-classified
share lending agreement, utilizing its own shares, in contemplation of a convertible debt issuance or other financing to initially measure the share lending
arrangement at fair value and treat it as a cost of the financing. This issuance cost would be amortized over the term of the underlying financing arrangement
as interest cost. Upon the adoption of this guidance effective January 1, 2010, the Company was required to retrospectively recognize issuance costs of
approximately $5.1 million which are being amortized over the five year period of the Senior Notes.

Also under the new guidance, shares loaned in a share lending arrangement would be excluded from the issuer's calculation of basic and diluted earnings per
share unless a default of the share lending arrangement occurs at which time the loaned shares would be included in the earnings per share calculation. If it
becomes probable that the counterparty to the arrangement will default, the issuer shall recognize an expense for the fair value of the unreturned shares, net of
probable recoveries, with an offset to additional paid in capital. While the Company believes it is exercising all of its legal remedies, it has included the
5,142,757 shares in its per share calculation on a weighted average basis due to the uncertainty regarding the recovery of the borrowed shares and recorded a
retrospective charge of approximately $140.7 million for the period ended September 27, 2008 with a corresponding offset to additional paid-in capital.

 
11. Comprehensive Income (Loss)

Comprehensive income (loss) consists of cumulative foreign currency translation adjustments. The following table presents the components of comprehensive
income (loss) for the quarters ended April 3, 2010 and April 2, 2011, respectively (in thousands):
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April 3,
 

2010   

April 2,
 

2011  
Net loss   $ (23,938)  $ (33,369) 
Other comprehensive income (loss):    

Cumulative translation adjustments    13    37  
    

 
   

 

Total comprehensive loss   $ (23,925)  $ (33,332) 
    

 

   

 

 
12. Stock Based Compensation

The following table presents stock-based compensation expense included in the Company's consolidated statements of operations for the quarters ended
April 3, 2010 and April 2, 2011, respectively (in thousands):
 

   

April 3,
 

2010    

April 2,
 

2011  
Cost of revenue   $ 215    $ 37  
Research and development expenses    218     106  
Selling, general and administrative expenses    637     377  
Facility start-up    152     14  

    
 

    
 

  $ 1,222    $ 534  
    

 

    

 

Stock Incentive Plans

The Company is authorized to issue up to 3,691,667 shares of common stock pursuant to its Amended and Restated 2000 Stock Option and Incentive Plan
(the "2000 Plan"), of which 2,203,254 shares are available for future issuance or future grant as of April 2, 2011. The purpose is to incent employees and other
individuals who render services to the Company by providing opportunities to own stock in the Company. The 2000 Plan authorizes the issuance of incentive
stock options, nonqualified stock options, restricted stock awards, stock appreciation rights, performance units and performance shares. All awards granted
will expire 10 years from their date of issuance. Incentive stock options and restricted stock awards generally have a four-year vesting period from their date
of issuance and nonqualified options generally vest immediately upon their issuance.

Stock option activity under the 2000 Plan for the quarter ended April 2, 2011 is summarized as follows:
 

   Shares   

Weighted-
 

Average
 

Exercise Price  

   (in thousands)     
Outstanding at January 1, 2011    276   $ 30.42  

Granted    42    3.12  
Exercised    —      —    
Forfeited    (12)   18.64  

    
 

 

Outstanding at April 2, 2011    306   $ 27.18  
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The following table summarizes information about stock options outstanding as of April 2, 2011:
 
            Options Outstanding    Options Exercisable  

Range of Exercise Prices    

Number
Outstanding    

Weighted
 

Average
 

Remaining
 

Contractual
 

Life (Years)    

Weighted
 

Average
Exercise

 
Price    

Number
 

Exercisable    

Weighted
 

Average
 

Exercise
 

Price  

        (in thousands)            (in thousands)      

$ 3.12    $ 3.12     42     9.78    $ 3.12     —      $ —    
 7.14     10.08     24     8.15     7.41     8     7.93  
 12.00     12.00     44     2.63     12.00     44     12.00  
 12.48     12.60     1     2.54     12.54     1     12.54  
 13.44     13.44     63     8.16     13.44     36     13.44  
 13.92     25.02     32     2.94     17.98     32     17.98  
 28.20     43.80     32     3.73     37.59     32     37.59  
 45.54     63.78     31     4.63     53.44     31     53.44  
 66.24     83.82     13     4.40     73.94     13     73.94  
 90.54     90.54     24     4.90     90.54     24     90.54  

      
 

        
 

  

     306     5.78    $ 27.18     221    $ 34.82  
      

 

        

 

  

There was no aggregate intrinsic value of vested outstanding options as of April 2, 2011 and December 31, 2010. The weighted average grant-date fair value
of stock options granted during the quarter ended April 2, 2011 was $3.12. As of April 2, 2011, there was $436,000 of total unrecognized compensation cost
related to unvested stock options granted under the Company's stock plans. That cost is expected to be recognized over a weighted-average period of 2.4
years.

The Company estimates the fair value of stock options using the Black-Scholes valuation model. Key input assumptions used to estimate the fair value of
stock options include the exercise price of the award, the expected option term, the expected volatility of the Company's stock over the option's expected term,
the risk-free interest rate over the stock option's expected term, and the Company's expected annual dividend yield. The Company believes that the valuation
technique and the approach utilized to develop the underlying assumptions are appropriate in calculating the fair values of the Company's stock options
granted. Estimates of fair value are not intended to predict actual future events or the value ultimately realized by persons who receive equity awards. The fair
value of each stock option grant is estimated on the date of grant using the Black-Scholes option valuation model. The following assumptions were utilized in
valuing options granted during the quarter ended April 2, 2011:
 
Expected options term (years)    4.0  
Risk-free interest rate    1.46% 
Expected dividend yield    None  
Volatility    110% 

The Company's expected option term assumption was determined using historical activity. The expected stock volatility factor was determined using
historical daily price changes of the Company's common stock. The Company bases the risk-free interest rate that is used in the stock option valuation model
on U.S. Treasury securities issued with maturities similar to the expected term of the options. The Company does not anticipate paying any cash dividends in
the foreseeable future and therefore uses an expected dividend yield of zero. The Company estimates forfeitures at the time of grant and revises those
estimates in subsequent periods if actual forfeitures differ from those estimates. There were 41,666 options granted for the quarter ended April 2, 2011.
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The Company values restricted stock units and restricted stock awards at the grant date fair value of the underlying shares, adjusted for expected forfeitures.
Restricted stock activity for the quarter ended April 2, 2011 is summarized as follows:
 

   Shares   

Weighted-
 

Average
 

Grant Date
 

Fair Value  

   (in thousands)     
Outstanding at January 1, 2011    480   $ 18.65  

Granted    26    2.85  
Vested    (111)   18.20  
Forfeited    (72)   22.94  

    
 

 

Outstanding at April 2, 2011    323   $ 16.59  
    

 

 

Included in the outstanding restricted shares are approximately 50,000 shares of performance-based restricted stock.

The Company granted 133,334 shares of performance-based restricted stock to the Company's executive officers in February 2007 and 16,667 to an executive
officer in July 2007 all of which immediately vest upon the achievement of (a) $400 million in annual revenue, such revenue to include 100% of the
Company's revenue and the Company's pro rata share of any joint venture revenue, (b) 35% gross margin and (c) 10% net income, as adjusted for the results
of any joint venture, achieved in one fiscal year prior to January 1, 2012. Of the performance-based restricted stock issued in 2007, 100,000 shares were since
reacquired by the Company upon employee terminations. As of April 2, 2011, the Company has assumed that none of the performance-based awards will vest
and accordingly has not provided for compensation expense associated with the awards. The Company periodically evaluates the likelihood of reaching the
performance requirements for these awards and will be required to recognize $2.6 million of compensation expense associated with these performance-based
awards, based upon the value at the issuance date, if such awards should vest.

As of April 2, 2011, there was $2.3 million of unrecognized compensation expense related to unvested restricted stock awards (excluding performance-based
awards that the Company has assumed will not vest) under the Company's stock plans which is expected to be recognized over a weighted-average period of
1.3 years. The aggregate intrinsic value of outstanding restricted stock awards, including performance based awards, as of April 2, 2011 was $469,000.

 
13. Facility Start-up Costs

In preparing for the operations of its Midland, Michigan and Wuhan, China facilities, the Company incurred start-up costs of approximately $3.7 million for
the quarter ended April 3, 2010 for both its Midland and Wuhan facilities, and $1.8 million for the quarter ended April 2, 2011 for its Midland facility.
Facility start-up costs include salaries and personnel related costs, consulting costs, consumable material costs, and other miscellaneous costs associated with
preparing and qualifying the facilities for production. Construction of the facility in Midland began during the third quarter of 2008. While initial production
runs began in the fourth quarter of 2009, output has not yet been qualified for use. Planning for its facility in China, which started preliminary operations
during July 2010, began during the second quarter of 2009.

 
14. Restructuring Charges

As discussed in Note 1, although production costs at the Company's Devens facility had steadily declined, the Company experienced significant decreases in
the average selling prices of its products during the latter part of December 2010 in addition to associated negative gross margin. At that time, further price
declines were projected
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for 2011 and beyond; and the Company did not believe it would be able to reduce its Devens production costs enough to assure profitable sales from this
facility. Consequently, the Company announced its decision to close the Devens facility which was completed by the end of the 2011 first quarter. As a result
of the shutdown, the Company recorded costs of approximately $10 million during the quarter ended April 2, 2011 primarily associated with salary
continuation benefits, the write-off of unused materials, facility wind down and contract termination costs. The balance of the restructuring reserve (excluding
asset write-downs that were recorded as a reduction of the related asset accounts) is included in Accounts Payable and Accrued Expenses on the balance sheet.
Restructuring reserve activity during the quarter ended April 2, 2011 is as follows:
 

   

April 2,
 

2011  
Balance at beginning of period   $ —    
Provisions    8,396  
Payments made    (1,147) 

    
 

Balance at end of period   $ 7,249  
    

 

For the quarter ended April 3, 2010, the Company recorded costs of approximately $4.0 million comprised primarily of accelerated depreciation of panel
assembly equipment and, to a lesser extent, on-going occupancy costs for its Marlboro pilot manufacturing facility. These costs were associated with prior
decisions made by the Company to close its Marlboro pilot manufacturing facility in addition to transitioning its Devens, Massachusetts based panel assembly
to China.

 
15. Income Taxes

The Company has approximately $2.3 million of reserves related to uncertain tax positions on research and development tax credits as of April 2, 2011. The
Company is in the process of completing a study of its research and development tax credits which could result in additional charges to these credits. Since a
full valuation allowance has been provided against these carryforwards, any adjustment to the carry forwards upon completion of the study would be offset by
a corresponding reduction to the valuation allowance.

Interest and penalty charges, if any, related to unrecognized tax benefits would be classified as income tax expense in the accompanying statement of
operations. As of December 31, 2010 and April 3, 2011 the Company had no accrued interest or penalties related to uncertain tax positions. In many cases, the
Company's uncertain tax positions are related to tax years that remain subject to examination by relevant tax authorities. Since the Company is in a loss
position, the Company is generally subject to examination by the U.S. federal, state and local income tax authorities for all tax years in which a loss
carryforward is available.

Under the provisions of Section 382 of the Internal Revenue Code, certain substantial changes in the Company's ownership could result in an ownership
change, as defined. Such changes, which could include a recapitalization of the Company, may result in a significant limitation on the amount of net operating
loss carryforwards, research and development credit carryforwards and certain other tax attributes that can be used in future years to offset taxable income.

Management of the Company has evaluated the positive and negative evidence bearing upon the realization of its deferred tax assets. Management has
considered the Company's history of losses and, in accordance with the applicable accounting standards, has fully reserved the deferred tax asset.

 
16. Net Loss per Common Share

The Company computes net loss per common share in accordance with the Earning Per Share topic of the FASB codification. Under the guidance, basic net
loss per common share is computed by dividing net loss by the weighted average number of common shares outstanding during the period. The calculation of
diluted net loss per common share for the quarters ended April 3, 2010 and April 2, 2011 does not include approximately 6.3 million and 22.7
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million potential shares of common stock equivalents outstanding at April 3, 2010 and April 2, 2011, respectively, as their inclusion would be anti-dilutive.
Common stock equivalents include outstanding common stock options, unvested restricted stock awards, restricted stock units and convertible debt.

In connection with the sale of Senior Notes on June 26, 2008, the Company entered into a common stock lending agreement with an affiliate of the lead
underwriter pursuant to which the Company loaned 5,142,757 shares of its common stock to the affiliate (see Note 10). These shares were considered issued
and outstanding for corporate law purposes at the time they were loaned; however, at the time of the loan they were not considered outstanding for the
purpose of computing and reporting earnings per share because these shares were to be returned to the Company no later than July 15, 2013, the maturity date
of the Senior Notes. On September 15, 2008 and October 3, 2008, respectively, Lehman Brothers Holdings Inc., the parent company of the lead underwriter
filed for protection under Chapter 11 of the federal Bankruptcy Code and the lead underwriter's affiliate was placed into administration in the United
Kingdom. As a result of the bankruptcy filing and the administration, the lead underwriter's affiliate was contractually required to return the shares to the
Company. The Company has since demanded the immediate return of all outstanding borrowed shares; however, the shares have not yet been returned. While
the Company believes it is exercising all of its legal remedies, it has included these shares in its basic and diluted per share calculation on a weighted average
basis due to the uncertainty regarding the recovery of the borrowed shares.

17. Geographical and Customer Concentration Information

Product revenues are attributed to regions based on the location of customers purchasing the products directly from the Company. The Company has
historically relied on a small number of customers for a substantial portion of its business and generally does not require collateral or other security against its
accounts receivable; however, when deemed necessary it maintains reserves for potential credit losses. This customer concentration increases the Company's
exposure to credit risk since the financial insolvency of any of these customers could have a significant impact on the Company's liquidity and results of
operations.

The following table summarizes the Company's geographical and customer concentration of total product revenues for the quarters ended April 3, 2010 and
April 2, 2011:
 

   

April 3,
2010   

April 2,
2011  

By geography:    
United States    14%   13% 
Germany    79%   72% 
Italy    —      —    
All other    7%   15% 

    
 

   
 

   100%   100% 
    

 

   

 

By customer:    
Wagner & Co. Solartechnik GmbH    32%   11% 
IBC Solar AG    26%   35% 
Donauer Solartechnik Vertriebs GmbH    14%   11% 
All other    28%   43% 

    
 

   
 

   100%   100% 
    

 

   

 

The following table summarizes the Company's concentration of accounts receivable at December 31, 2010 and April 2, 2011:
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December 31,
2010   

April 2,
2011  

% of accounts receivable    
Jiawei Solar    16%   33% 
NWT a.s.    18%   25% 
IBC Solar AG    28%   21% 
Top 5 customers    74%   90% 

The Company has negotiated a payment plan with one of its top five accounts receivable amounting to approximately $3.7 million at April 2, 2010 exchange
rates. This plan calls for installment payments to be made over the next year.

18. Related Party Transactions

In the normal course of business, the Company purchases silicon from OCI under existing supply agreements. For the quarters ended April 3, 2010 and
April 2, 2011 the Company purchased silicon from OCI for approximately $8.4 million and $5.3 million, respectively. At December 31, 2010 and April 2,
2011 the Company had approximately $4.8 million and $1.5 million, respectively, outstanding to OCI.

As a result of the Company's sale of its investment in Sovello in April 2010, neither Sovello nor REC are considered related parties subsequent to that date.

19. Recent Accounting Pronouncements

Recent accounting pronouncements, not included below, are not expected to have a material impact on the Company's consolidated financial position and
results of operations.

In January 2010, an update was made to the Fair Value Measurements and Disclosures topic of the FASB codification that requires new disclosures for fair
value measurements and provides clarification for existing disclosure requirements. More specifically, this update requires (a) an entity to disclose separately
the amounts of significant transfers into and out of Level 1 and 2 fair value measurements and to describe the reasons for the transfers; and (b) information
about purchases, sales, issuances, and settlements to be presented separately on a gross basis in the reconciliation of Level 3 fair value measurements. This
update is effective for fiscal years beginning after December 15, 2009 except for Level 3 reconciliation disclosures which are effective for fiscal years
beginning after December 15, 2010. These updates did not have an impact on the Company's condensed consolidated financial statements.

 
Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations.

Executive Overview

We develop and manufacture multi-crystalline silicon String Ribbon wafers utilizing our proprietary wafer manufacturing technology. Our technology
involves a unique process to produce multi-crystalline silicon wafers by growing thin strips of silicon that are then cut into wafers. This process substantially
reduces the amount of silicon and other processing costs required to produce a wafer when compared to conventional sawing processes. Silicon is the key raw
material in manufacturing multi-crystalline silicon wafers. With current silicon consumption of approximately 3.4 grams per watt, we believe we are the
industry leader in efficient silicon consumption and use approximately half the silicon used by wafer manufacturers utilizing conventional sawing processes.
The wafers we produce are the primary components of photovoltaic ("PV") cells which, in turn, are used to produce solar panels (also referred to as solar
modules). We believe that our proprietary and patented technologies offer significant cost and manufacturing advantages over competing silicon-based wafer
manufacturing technologies. Our wafer
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manufacturing technology is proven, as over 500 megawatts ("MW") of solar panels have been produced and sold utilizing String Ribbon wafers, produced
primarily from our facilities in Devens, Massachusetts and our new facility in Wuhan, China as well as Sovello AG (our former joint venture with Renewable
Energy Corporation ASA and Q-Cells SE).

Historically, we have produced non-standard size rectangular wafers that were then processed into Evergreen Solar branded solar panels primarily in our own
fully integrated factory in Devens, Massachusetts. During 2010, we began production at our 75 MW wafer facility in Wuhan, China and we have contracted
with another manufacturer to process our wafers into cells and Evergreen Solar branded panels. Our revenues today are primarily derived from the sale of
solar panels. We sell our products using distributors, systems integrators and other value-added resellers, who often add value through system design by
incorporating our panels with electronics, structures and wiring systems. Applications for our products primarily include on-grid generation, in which
supplemental electricity is provided to an electric utility grid. Our solar panels are currently sold to customers primarily in Europe.

However, we have recently announced our intention to focus on our wafer manufacturing technology and thus future revenue growth will be driven by the
successful expansion of wafer capacity. We produce wafers today that are among the lowest cost in the industry. Since we use about 3.4 grams of silicon
today, and the rest of the industry generally uses 6 to 7 grams, our silicon cost is substantially lower. When our Wuhan facility reaches full operating metrics
by late-2011, our non-silicon processing costs are expected to be about $0.23 per watt. This compares to an estimated $0.25 per watt for our still larger
Chinese competitors, and then only the best of breed companies. Assuming silicon costs of $50 per kilogram, we would in theory expect to reduce our fully
loaded wafer costs to $0.40 per watt, which compares to $0.55 per watt for our much larger competitors consisting of $0.30 per watt for silicon and $0.25 per
watt for processing.

Our target is to reduce non-silicon process cost further, at commercial scale, to $0.15 per watt by the end of 2013, which is substantially less than the publicly
available projections of Chinese wafer manufacturers. With silicon consumption projected at 2.8 grams per watt or less as we further improve our process and
reduce consumable materials costs, our fully loaded wafer costs are expected to be about $0.25 per watt in 2013. We believe our non-silicon process cost will
ultimately be better than the best wafer manufacturers in the world because the "non-silicon" costs used in the manufacture of String Ribbon wafers are lower
than those used in ingot growing and wire slicing, including:
 

 •  String Ribbon utilizes a single process step versus five or more process steps for conventional wafer manufacturing.
 

 •  Wafer slicing uses cutting wires, lubricants, and abrasives, each of which has a finite lifetime and must be disposed of after use. The "string" used
in String Ribbon wafers becomes integrated in the wafer and there are fewer process steps requiring less consumables and lower maintenance.

 

 •  In terms of energy consumption, sliced wafers require more to produce. This is attributed to having to melt more than twice as much silicon at
over 1,400 degrees Celsius to produce a sliced wafer than a String Ribbon wafer.

Our focus moving forward will be on our wafer manufacturing technology and to develop an industry standard size wafer. Development activities associated
with the industry standard size wafer have progressed substantially, resulting in the production of industry standard size wafers using modified existing quad
furnaces. These wafers are performing comparably to those produced using our existing furnaces in Devens and China. Ten prototype furnaces are now in use;
and we expect to order new pilot furnaces within the next six months to provide approximately 10 MW of wafers annually. Our future expansion will be based
on the industry standard size wafer which is central to our strategy of manufacturing the lowest cost wafer, in an industry standard form factor, and providing
a wafer that would enable the lowest cost solar panel utilizing multi-crystalline silicon wafers.

In January 2011, we announced our intent to shut down operations at our Devens manufacturing facility to better position us to pursue our strategy of
becoming the low cost producer of industry standard size wafers and preserve our liquidity. We will continue to operate our high temperature filament plant in
Midland, Michigan, primarily for our wide wafer manufacturing, and our wafer facility in Wuhan, China which will continue to supply our
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outsourcing partner, Jiawei, with wafers for conversion into Evergreen Solar branded solar panels. The shut down, which was completed by the end of the
first quarter of 2011, will substantially decrease our total product revenue for 2011. Revenues beyond the 2011 first quarter will only be generated from
product produced in Wuhan.

Our near term liquidity has been negatively impacted as a result of low year-to-date sales volume and potentially slower sales for the remainder of this year as
the industry balances inventory levels, along with expected significantly increased pricing pressure. In light of this, we are aggressively pursuing opportunities
to address our capital structure in the near term, including restructuring our existing debt, in order to significantly deleverage and better position the Company
to secure additional financing and execute its strategy of developing and supplying the lowest cost industry standard sized wafers to the world's leading solar
module manufacturers. We have retained financial and legal advisors and are now engaged actively in the process of evaluating restructuring alternatives.

Critical Accounting Policies and Estimates

There have been no changes to our critical accounting policies and estimates from the information provided in Item 7. "Management's Discussion and
Analysis of Financial Condition and Results of Operations," included in our Annual Report on Form 10-K for the fiscal year ended December 31, 2010.

Results of Operations

Description of Our Revenues, Costs and Expenses

Revenues. Our total revenues consist primarily of product revenues generated from the sale of solar panels and royalty revenue associated with a new
technology agreement negotiated with Sovello. The technology agreement was renegotiated in 2010 as part of our divestiture of Sovello during the second
quarter of 2010. International product sales accounted for approximately 86% and 87% of total product revenues for the quarters ended April 3, 2010 and
April 2, 2011, respectively.

Cost of revenues. Cost of revenues consists primarily of material expenses including the amortization of non-cash costs associated with a silicon contract,
salaries and related personnel costs, including stock based compensation, depreciation expense, maintenance, rent and other support expenses associated with
the manufacture of our solar power products.

Research and development expenses. Research and development expenses consist primarily of salaries and related personnel costs, including stock based
compensation costs, consulting expenses and prototype costs related to the design, engineering, development, testing and enhancement of our products,
manufacturing equipment and manufacturing technology. We expense our research and development costs as incurred. We believe that research and
development is critical to our strategic objectives of enhancing our technology, reducing manufacturing costs and meeting the changing requirements of our
customers.

Selling, general and administrative expenses. Selling, general and administrative expenses consist primarily of salaries and related personnel costs, including
stock based compensation costs, employee recruiting costs, accounting and legal fees, rent, insurance and other selling, marketing and administrative
expenses. We expect that selling expenses will decrease during 2011 as a result of having less product to sell due to the closing of our Devens manufacturing
facility.

Facility start-up. Facility start-up expenses consist primarily of salaries and personnel-related costs and the cost of operating a new facility before it has been
qualified for full production. It also includes all expenses related to the selection of a new site and the related legal and regulatory costs and the costs to
maintain our plant expansion program, to the extent we cannot capitalize these expenditures.

Restructuring charges. Restructuring charges consist of costs associated with the closure of our Marlboro pilot manufacturing facility which occurred on
December 31, 2008, accelerated depreciation associated with our original plan of transitioning our Devens based panel manufacturing to China, prior to the
announcement of our intention to
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close the entire Devens facility, and the costs associated with the closure of our Devens manufacturing facility during the first quarter of 2011. The charges
primarily include severance and salary continuation costs, the write-off of manufacturing equipment, leasehold improvements and inventory, the cost of
moving equipment out of the facilities, occupancy expenses, contract termination costs and accelerated depreciation expenses.

Other income (expense), net. Other income (expense) consists of net foreign exchange gains and losses, interest income primarily from interest earned on the
holding of short-term investments, outstanding loans and finance charges associated with late customer payments, interest expense on outstanding debt, and
gains recognized from the early extinguishment of outstanding debt.

Comparison of Quarters Ended April 3, 2010 and April 2, 2011

Revenues. Our product revenues for the quarter ended April 2, 2011 decreased 56% to $34.6 million from $78.5 million for the quarter ended April 3, 2010.
This decrease in product revenues resulted from both a decline in sales volume and selling prices. During the quarter ended April 2, 2011, we shipped
approximately 17.8 MW, down from 35.4 MW for the quarter ended April 3, 2010. Average selling prices declined, on average, by approximately 16%
compared to the first quarter of 2010. Uncertainties regarding feed-in-tariffs and other subsidy programs in several markets in Europe, in addition to the long
winter season, have substantially slowed the demand for solar panels during the 2011 first quarter. This slow down combined with the continued worldwide
capacity expansion has contributed to a significant increase in solar panel inventory throughout the distribution channel. We expect that these factors will
likely result in continuing pressure on solar panel selling prices throughout 2011. Also, due to our closing of our Devens manufacturing facility in the first
quarter of 2011, our total product revenues for 2011 will decline from 2010 as future revenues from the sale of panels will only be generated from product
produced at our 75 MW Wuhan, China facility.

Royalty revenue earned from Sovello for the quarter ended April 2, 2011 was $750,000. As part of the sale of our investment in Sovello during the second
quarter of 2010, we negotiated a new license agreement under which Sovello agreed to pay us $2 million in royalties in 2010 and approximately $3 million in
each of the subsequent 2 years for the capacity that exists at Sovello. No royalty revenue was recognized in the first quarter of 2010.

International product revenues accounted for 86% and 87% of total product revenues for the quarters ended April 3, 2010 and April 2, 2011, respectively.
Despite declines in global subsidies, Germany remains our largest sales region due, in part, to rapid declines in product pricing. The following table
summarizes the concentration of our product revenues by geography and customer for the quarters ended April 3, 2010 and April 2, 2011:
 

   

April 3,
2010   

April 2,
2011  

By geography:    
United States    14%   13% 
Germany    79%   72% 
All other    7%   15% 

    
 

   
 

   100%   100% 
    

 

   

 

By customer:    
IBC Solar AG    26%   35% 
Wagner & Co. Solartechnik GmbH    32%   11% 
Donauer Solartechnik Vertriebs GmbH    14%   11% 
All other    28%   43% 

    
 

   
 

   100%   100% 
    

 

   

 

Cost of product revenues and gross margin. Our cost of product revenues for the quarter ended April 2, 2011 was approximately $57.4 million, a decrease of
approximately $15.0 million from $72.4 million for the quarter ended
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April 3, 2010. Gross margin for the quarter ended April 2, 2011 was (62.5%) as compared to 7.7% for the quarter ended April 3, 2010. The decline in gross
margin primarily resulted from the lower sales volume year over year, the decline in average selling prices, the estimated lower of cost or market adjustment
of approximately $17.2 million recorded to the cost basis of our inventory and inefficiencies associated with the shut down of our Devens facility.

As a result of anticipated lower solar panel sales volumes due to production only in Wuhan, China, in addition to continued pressure on selling prices, we do
not expect gross margins to improve meaningfully until we begin large scale commercial operations of expanded wafer capacity associated with our industry
standard wafer manufacturing strategy, expected to begin during 2012.

Research and development expenses. Our research and development expenses for the quarter ended April 2, 2011 were approximately $5.3 million, an
increase of approximately $591,000, or approximately 12%, from $4.7 million for the quarter ended April 3, 2010. This increase is primarily attributable to
higher material and equipment expenses of approximately $716,000 associated with our focus to develop an industry standard size wafer in addition to
initiatives to improve cell efficiency. In addition, we experienced increased travel expenses of approximately $55,000 primarily in support of our operations in
Wuhan, China, offset by lower depreciation expense of $180,000. We expect that research and development expenses will increase in 2011 as we strategically
invest in the development of an industry standard size wafer.

Selling, general and administrative expenses. Our selling, general and administrative expenses for the quarter ended April 2, 2011 were approximately $7.0
million, a decrease of approximately $727,000, or 9%, from $7.7 million for the quarter ended April 3, 2010. This decrease was primarily attributable to lower
overall compensation and related expenses of approximately $547,000 primarily due to lower incentive compensation costs, including lower stock
compensation costs, offset somewhat by higher base compensation costs including our operation in China. We also incurred lower marketing communication
costs of approximately $295,000 as we scaled back marketing initiatives in addition to lower legal costs of approximately $282,000. These declines were
partially offset by increased travel costs of approximately $195,000 in addition to an increase in information technology costs of approximately $141,000,
mainly in support of our China operations. As a result of the shutdown of our Devens facility and the associated functions impacted by this shutdown, we
expect that selling expenses, and to a lesser extent general and administrative expenses, will be lower in 2011 compared to 2010.

Facility start-up. In preparing for the operations of our Midland, Michigan and Wuhan, China facilities, we incurred costs during the quarter ended April 3,
2010 of approximately $3.7 million. For the quarter ended April 2, 2011 we incurred costs of approximately $1.8 million associated with our Midland facility.
Start-up costs include salaries and personnel related costs, consulting costs, consumable material costs, utilities and miscellaneous other costs associated with
preparing and qualifying these facilities for production. Construction of the facility in Midland began during the third quarter of 2008. Efforts to ramp the
facility and qualify its output are on-going. Our facility in China, for which planning began during the second quarter of 2009, started preliminary operations
during July 2010.

Restructuring charges. In January 2011, our Board of Directors approved a plan to completely shut down operations at our Devens manufacturing facility to
better position us to pursue our industry standard size wafer strategy and preserve our liquidity. In conjunction with the shut down of the facility, we incurred
costs of approximately $10.0 million during the quarter ended April 2, 2011. The costs incurred primarily included salary continuation benefits, the write-off
of unused materials, facility wind down and contract termination costs.

During the fourth quarter of 2009, our Board of Directors approved a plan to accelerate the strategic initiative at that time of focusing on our unique wafer
manufacturing technology by transitioning our Devens, Massachusetts based panel assembly to China beginning in mid-2010, with the expectation of
reducing manufacturing costs associated with panel assembly once the transition was complete. For the quarter ended April 3, 2010 we recorded costs of
approximately $4.0 million comprised primarily of accelerated depreciation of panel assembly equipment and, to a lesser extent, on-going occupancy costs
associated with the closure, in December 2008, of our Marlboro pilot manufacturing facility.
 

28



 

Table of Contents

Other income (expense) net. Other income, net of $12.8 million for the quarter ended April 2, 2011 was comprised of approximately $20.1 million from the
gain recognized on the early extinguishment of a portion of our long term debt, $3.6 million of net foreign exchange gains that resulted from the fluctuation of
the Euro exchange rate primarily on our Euro denominated accounts receivable and $407,000 of interest income. These amounts were offset by approximately
$11.4 million in interest expense. Other net expense of $9.8 million for the quarter ended April 3, 2010 was comprised of approximately $7.7 million in
interest expense and approximately $2.2 million of net foreign exchange losses, offset slightly by $139,000 in interest income. The higher interest expense for
the quarter ended April 2, 2011 is attributable to our higher debt obligations which, in the aggregate, increased by approximately $7.7 million in addition to a
higher rate of interest on the new debt obligation.

Net loss. As a result of the foregoing, our net loss was $33.4 million for the quarter ended April 2, 2011 ($0.93 net loss per share, basic and diluted) compared
to a net loss of $23.9 million for the quarter ended April 3, 2010 ($0.70 net loss per share, basic and diluted). 

Liquidity and Capital Resources

We have historically financed our operations and met our capital expenditure requirements primarily through sales of our capital stock, issuance of
convertible debt and, to a lesser extent, product and royalty revenues. At April 2, 2011, we had working capital of $131.7 million, including cash and cash
equivalents of $31.4 million.

Net cash used in operating activities was $25.7 million and $23.5 million for the quarters ended April 2, 2011 and April 3, 2010, respectively. Cash used in
operating activities for the quarter ended April 2, 2011 was primarily due to negative cash flow recognized from our operations of approximately
$20.1 million, after adjusting for non-cash charges, and an increase in inventory, including prepaid cost of inventory, of $32.6 million that resulted from our
lower than anticipated first quarter 2011 sales volumes. These declines were offset by a decrease in our accounts receivable of approximately $23.9 million.
Net cash used in operating activities in the quarter ended April 3, 2010 was due primarily to an increase in our accounts receivable of approximately $13.3
million associated mainly with our increase in sales volume and the timing of payment by two large customers, an increase in inventory of $5.5 million,
including the prepaid cost of inventory, associated with higher production volumes at Devens and preparing for operations at our facility in China, and a
decrease in interest payable of $3.2 million due to the timing of interest payments.

While we believe the market for solar panels will continue to show good long term growth, uncertainties regarding feed-in-tariffs and other subsidy programs
in several markets in Europe, in addition to the long winter season, have substantially slowed the demand for solar panels during the 2011 first quarter. This
slow down combined with the continued worldwide capacity expansion has contributed to a significant increase in solar panel inventory throughout the
distribution channel. We expect that these factors will likely result in continuing pressure on solar panel selling prices throughout 2011. As the near term
remains uncertain, we will adjust our production in Wuhan to help ensure that we can match the market's demands and at the same time improve our cash-to-
cash cycles. However, the cash that we had previously expected to realize through the reduction in accounts receivable and inventory from our recently closed
Devens facility will be less than expected and will take longer than expected to realize. Therefore, our near term liquidity has been negatively impacted and
will require us to secure additional sources of cash sooner than expected.

Net cash used in investing activities was $2.7 million for the quarter ended April 2, 2011 and $31.3 million for the quarter ended April 3, 2010. The net cash
used in investing activities for the quarter ended April 2, 2011 was primarily for capital expenditures of approximately $2.6 million. Of this amount,
approximately half was associated with our Wuhan, China manufacturing facility and the remainder for our U.S. operations. In addition, we segregated net
cash of approximately $194,000 which was required to cash collateralize a letter of credit required for the purchase of equipment. The net cash used in
investing activities for the quarter ended April 3, 2010 was primarily due to capital expenditures of approximately $13.8 million most of which were
associated with our Devens, Massachusetts and Midland, Michigan facilities and construction of our Wuhan, China manufacturing facility. In addition, we
segregated net cash of approximately $6.8 million which was required to cash collateralize a bank guarantee issued on our behalf for equipment purchases for
our China facility. We also advanced the first
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installment of $2.6 million to Jiawei, our Chinese manufacturing partner, as part of our loan agreement with them. Lastly, we made a payment of
approximately $8.1 million in conjunction with the Sovello guarantee.

Most of our outstanding commitments for capital expenditures are associated with our Wuhan, China facility and, to a lesser extent, our Midland, Michigan
facility.

Net cash used in financing activities was approximately $1.8 million for the quarter ended April 2, 2011 which was comprised of the costs associated with our
2011 first quarter debt exchange offer. Net cash provided by financing activities for the quarter ended April 3, 2010 was mainly for payment of costs
associated with our share increase, offset by proceeds from shares purchased under our Employee Stock Purchase Plan.

Senior Notes Offering

On June 26, 2008, we entered into an underwriting agreement for the sale to the public of $325.0 million aggregate principal amount of 4% Senior
Convertible Notes due 2013 ("Senior Notes"). We granted to the underwriters a 30-day option to purchase up to an additional $48.75 million aggregate
principal amount of Senior Notes. On July 2, 2008, we completed the public offering of $373.8 million aggregate principal amount of Senior Notes which
includes the underwriter's exercise of their option. Net proceeds to us from the offering, including the cost of the capped call transaction, were approximately
$325.8 million.

In connection with our Senior Notes offering, we entered into a capped call transaction with respect to our common stock with an affiliate of Lehman
Brothers, Inc., the lead underwriter, in order to reduce the dilution that would otherwise occur as a result of new common stock issuances upon conversion of
the Senior Notes. The capped call transaction was designed to reduce the potential dilution resulting from the conversion of the Senior Notes into shares of
our common stock. The total premium for the capped call transaction was approximately $68.1 million of which $39.5 million was paid contemporaneously
with the closing of the Senior Notes offering and the remaining $28.6 million was required to be paid in nine equal semi annual installments beginning
January 15, 2009. In addition, we entered into a common stock lending agreement with a second affiliate of the lead underwriter pursuant to which we loaned
5,142,757 shares of our common stock to this affiliate. These shares were considered issued and outstanding for corporate law purposes at the time they were
loaned; however, at the time of the loan they were not considered outstanding for the purpose of computing and reporting earnings per share because these
shares were to be returned to us no later than July 15, 2013, the maturity date of the Senior Notes.

On September 15, 2008 and October 3, 2008, respectively, Lehman Brothers Holdings Inc., the parent company of lead underwriter, and the lead underwriter's
affiliate that entered into the capped call transaction with us filed for protection under Chapter 11 of the federal Bankruptcy Code. The lead underwriter's
second affiliate that was party to the stock lending agreement was placed into administration in the United Kingdom shortly thereafter.

The bankruptcy filings represented events of default under the capped call transaction. As a result of the defaults, our obligations under the agreement were
suspended and the remaining premium liability was reversed against equity. In the event the defaults are cured, the remaining premium liability would be
owed pursuant to the installment payment schedule. Unless we choose to implement a new capped call arrangement or the defaults are cured and we do not
terminate the capped call transaction as we believe we are entitled to under the terms of the capped call transaction, the dilutive impact of conversion of the
Senior Notes may be greater, based on the actual conversion price of $72.68 per share. The bankruptcy filing and the placement of the lead underwriter's
second affiliate into administration in the United Kingdom also contractually required the lead underwriter's second affiliate to return to us the shares loaned
under the common stock lending agreement. We later demanded the immediate return of all outstanding borrowed shares, however, the shares have not yet
been returned. While we are exercising all of our legal remedies, including litigation against various Lehman Brothers entities and Barclays entities which the
bankruptcy court recently dismissed, we have included these shares in our per share calculation on a weighted average basis due to the uncertainty
surrounding the recovery of the shares.
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Convertible Senior Secured Notes Offering

On April 26, 2010 we issued $165 million aggregate principal amount of 13% Convertible Senior Secured Notes due 2015 ("Secured Notes") in a private
placement to Piper Jaffray & Co. who subsequently placed the Secured Notes to investors in accordance with Rule 144A of the Securities Act of 1933, as
amended. The Secured Notes are senior secured obligations and are fully and unconditionally guaranteed on a senior secured basis by each of our existing and
future direct and indirect wholly owned domestic subsidiaries, subject to certain exceptions. The Secured Notes are secured with a first-priority lien on
substantially all of our owned assets and the guarantors, subject to certain exceptions. Interest is payable semi-annually in arrears, and the Secured Notes are
convertible into shares of our common stock. Holders have the right to require us to purchase their Secured Notes for cash on April 15, 2013 if more than $50
million in principal amount of our Senior Notes remain outstanding, subject to certain conditions, at a purchase price equal to 100% of the principal amount of
the Secured Notes plus accrued and unpaid interest to, but excluding the purchase date. The Secured Notes are convertible into shares of our common stock at
a current conversion rate of 87.5410 shares of common stock per $1,000 principal amount of Secured Notes (which is equivalent to a current conversion price
of approximately $11.42 per share), subject to adjustment upon occurrence of certain events.

Concurrent with the closing of this offering we used approximately $82.4 million of the net proceeds from this offering for the purchase of $124.5 million
aggregate principal amount of our Senior Notes and designated the remainder of the net proceeds of approximately $75 million for general corporate
purposes, working capital and capital expenditures for further expansion in China.

Senior Notes Exchange

On February 14, 2011 we announced the expiration and results of our offer to exchange (i) an aggregate principal amount of up to $100,000,000 of new 4.0%
Convertible Subordinated Additional Cash Notes due 2020 (the "New Subordinated Notes") for an aggregate principal amount of up to $200,000,000 of our
existing Senior Notes, and (ii) an aggregate principal amount of up to $165,000,000 of new 7.5% Convertible Senior Secured Notes due 2017 (the "New
Secured Notes") for an aggregate principal amount of up to $165,000,000 of our existing Secured Notes, and the related consent solicitation. The exchange
offers and consent solicitation expired at 5:00 p.m., New York City time, on February 11, 2011.

As of February 11, 2011, the expiration date, holders of approximately $45.4 million aggregate principal amount of the existing Senior Notes had tendered,
and not withdrawn, existing Senior Notes for exchange. Because the total principal amount of the Senior Notes tendered was less than the maximum amount
the we would accept in the exchange offer for the Senior Notes, all of the existing Senior Notes validly tendered and not withdrawn were accepted for
exchange pursuant to the terms of this exchange offer. Based on the modified "Dutch auction" process described in our Prospectus filed with the Securities
and Exchange Commission on February 9, 2011, the clearing exchange ratio for this exchange offer is $500 principal amount of New Subordinated Notes per
$1,000 principal amount of existing Senior Notes. An aggregate principal amount of approximately $203.8 million of existing Senior Notes remains
outstanding following the consummation of the exchange offer, and approximately $22.7 million in principal amount of New Subordinated Notes have been
issued to holders whose existing Senior Notes were accepted for exchange. The aggregate principal amount of New Subordinated Notes issued to any holder
was rounded down to the nearest $1,000 and any fractional portion of New Subordinated Notes was paid in cash. On February 17, 2011 we settled the
exchange offer for the Senior Notes and paid in cash all accrued and unpaid interest on the existing Senior Notes accepted for exchange to but excluding the
settlement date. We will no longer pay interest on any existing Senior Notes that were accepted for exchange, and interest will began to accrue on the New
Subordinated Notes commencing on the settlement date.

Less than $50,000,000 aggregate principal amount of the existing Secured Notes were tendered in this exchange offer. Because the minimum tender and
consent conditions were not met, we did not accept any existing Secured Notes for exchange and will not amend the indenture governing the existing Secured
Notes.

Since the issuance of the New Subordinated Notes, approximately $10.1 million of the New Subordinated Notes have been converted by the holders into
approximately 3.9 million shares of our common stock.
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As of April 2, 2011 we have approximately $420.4 million of debt. Our estimated annual cash interest expense is approximately $32.6 million including the
amount payable in respect of our obligation to HSTIC which is not payable until the maturity of that obligation.

Chinese Joint Venture

Pursuant to the agreements governing our Chinese joint venture, Hubei Science & Technology Investment Co., Ltd., an investment fund sponsored by the
government of Hubei, China ("HSTIC") invested the RMB equivalent of $33 million in Evergreen Wuhan in exchange for 66% of Evergreen Wuhan's shares.
This payment obligation will require us to pay to HSTIC for its shares in Evergreen Wuhan an amount equal to HSTIC's aggregate investment of $33 million
plus interest of 7.5%, compounded annually, no later than 2014.

The Investment Agreement also sets forth certain negative and affirmative covenants and conditions that must be complied with to avoid accelerating our
obligation to pay for HSTIC's shares. Covenants and conditions include, but are not limited to, reporting obligations and approval requirements for certain
affiliate transactions and other extraordinary business activities, the absence of any "going concern" qualification in the audit opinion delivered by our
independent public accountants and included in our annual report and refraining from filing a petition for bankruptcy protection or otherwise commencing an
insolvency proceeding. We were in compliance with these covenants at April 2, 2011. If we receive a going concern qualification or file a petition for
bankruptcy protection or otherwise commence a liquidation, HSTIC may accelerate our payment obligation. If we fail to meet our obligation to pay for
HSTIC's shares at the end of five years, or upon the possible acceleration of the payment term, we will be required to relinquish our Board and management
control over Evergreen Wuhan.

Liquidity Risk and Management Plans

Cash and cash equivalents, including restricted cash, as of April 2, 2011 were approximately $38.5 million and were approximately $33 million at April 30,
2011 after making our scheduled interest payment of $10.75 million on April 15, 2011 to holders of our Secured Notes.

We last provided an updated discussion on liquidity risk and management plans in our Annual Report on Form 10-K. At that time, we believed that our cash
on hand and expected cash to be realized as we converted our Devens accounts receivables and inventory to cash would provide sufficient liquidity to fund
our operating needs for the next twelve months. However, since that time, there has been a continued rapid deterioration in the demand for and average selling
prices of solar products, driven largely by uncertainties regarding feed-in-tariffs and other subsidy programs combined with the continued worldwide capacity
expansion. For Evergreen Solar, this development, as well as a significant rate of order cancellations, resulted in our inability to sell a significant portion of
our production for the first quarter. While the first quarter has historically been slow for the solar industry, the sluggish demand has unexpectedly continued
into the second quarter of 2011. This longer than expected slow down and the anticipation of further declines in average selling prices have combined to
increase solar panel inventory throughout the distribution channel and to decrease product revenues.

As a result of our low year to date sales volume and potentially lower sales for the remainder of this year as the industry balances inventory levels, together
with significantly increased pricing pressure, the cash that we had previously expected to realize from liquidating working capital at our recently closed
Devens facility will be significantly less than expected and will take longer than expected to realize. Further, the rapid decline in selling prices necessitated a
valuation adjustment of approximately $17.2 million for our inventory as of April 2, 2011. As a result of these developments, our near term liquidity has been
negatively impacted and will require us to secure additional sources of cash sooner than expected, and there is uncertainty regarding our ability to maintain
liquidity sufficient to operate our business effectively over at least the next twelve months which raises substantial doubt as to our ability to continue as a
going concern. The financial statements do not include any adjustments that might result from the outcome of this uncertainty.

Accordingly, we will continue to aggressively pursue opportunities to address our capital structure in the near term, including restructuring our existing debt,
in order to significantly deleverage and better position ourselves to secure additional financing and execute our strategy of developing and supplying the
lowest cost industry standard sized
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wafers to the world's leading solar panel manufacturers. As part of these restructuring efforts we have engaged legal and financial restructuring advisors, and
are in discussions with holders of our outstanding convertible notes regarding the terms of a restructuring. We can make no assurances that we will be able to
successfully restructure our debt, but our current expectation is that, in order to significantly deleverage our balance sheet, any restructuring will involve very
significant dilution to our existing stockholders, leaving them with at most a very small percentage of our outstanding common stock.

The assessment of our near-term liquidity is based on important factors and assumptions which anticipate certain levels of potential risk. While all business
plans anticipate certain levels of risk, we are exposed to additional company-specific risks and uncertainties including, but not limited to:
 

 •  our ability to successfully address our capital structure in the near term, including restructuring our existing debt, in order to significantly
deleverage and better position ourselves to secure additional financing, and to obtain additional sources of cash to support both our operations
and expansion;

 

 •  the need for our Wuhan manufacturing facility to ramp to 75 MW of capacity and achieve target panel manufacturing cost of $1.25 per watt by
mid 2012; and

 

 •  the need for us to continue to make progress on the development of our planned industry standard wafer expansion program allowing further
opportunities for growth, including establishing relationships with potential partners and customers for our wafers.

In addition, although our long-term debt does not begin to mature until April 2013, we will actively work to identify sources of liquidity to assist in our ability
to repay the debt when it becomes due. There is no assurance that such additional sources of liquidity to repay long-term debt can be obtained on terms
acceptable to us, or at all. If we do not complete a restructuring of our outstanding indebtedness prior to the time that we run out of cash or are required to
offer to purchase our outstanding convertible notes following a "fundamental change," or an event of default otherwise occurs that results in acceleration
under the indentures for our outstanding convertible notes, we will not have the cash on hand to make the payments required by the governing indentures and
may be forced to declare bankruptcy.

 
Item 3. Quantitative and Qualitative Disclosures About Market Risk

Interest Rate Risk

We do not use derivative financial instruments to manage interest rate risk. Interest income earned on any cash and investments is subject to interest rate
fluctuations, but we believe that the impact of these fluctuations will not have a material effect on our financial position due to the liquid and short-term nature
of these financial instruments. For these reasons, a hypothetical 100-basis point adverse change in interest rates would not have a material effect on our
consolidated financial position, results of operations or cash flows.

Foreign Currency Exchange Rate Risk

As we continue to expand our manufacturing operations and distribution network internationally, our exposure to fluctuations in currency exchange rates may
increase. We endeavor to denominate the purchase price of our equipment and materials and the selling price for our products in U.S. dollars but are not
always successful in doing so. To the extent that our purchases or sales are made in foreign currency, we will be exposed to currency gains or losses.

For the quarter ended April 2, 2011, approximately 83% of our product revenues were denominated in Euros. A significant portion of our product revenues
continue to be denominated in Euros, and this portion can vary widely in any one period. As of April 2, 2011 we have two active multi-year solar panel supply
agreements which we entered into in 2008, both of which are denominated in Euros. The combined current estimated sales value remaining under these two
agreements is approximately $658.4 million at April 2, 2011 exchange rates. These panel supply agreements provide the general terms and conditions
pursuant to which certain customers will purchase from us
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specified annual quantities of solar panels which began in the second half of 2008 and continue through 2013. However, we are in the process of negotiating
changes to these agreements in light of the shutdown of our Devens facility and deteriorating selling prices in the marketplace. As a result, it is doubtful that
we will fulfill orders under the terms of these agreements prior to their renegotiation.

From time to time, we purchase equipment and materials internationally with delivery dates as much as six to twelve months or more in the future. There have
been significant currency fluctuations in recent periods. To the extent that any purchase obligations are denominated in foreign currency, we would be
exposed to potential increased costs if the U.S. dollar currency loses value relative to the applicable foreign currency, which will adversely impact our future
financial condition and results of operations.

To date, we have not entered into any hedging transactions in an effort to reduce our exposure to foreign currency exchange risk. While we may enter into
hedging transactions in the future, given that the availability and effectiveness of these transactions may be limited, we may not be able to successfully hedge
our exposure.

 
Item 4. Controls and Procedures.

Evaluation of Disclosure Controls and Procedures

Under the supervision and with the participation of our management, including our Chief Executive Officer and Interim Chief Financial Officer, we evaluated
the effectiveness of the design and operation of our disclosure controls and procedures (as defined in Exchange Act Rule 13a-15(e) under the Exchange Act).
In designing and evaluating our disclosure controls and procedures, we and our management recognize that any controls and procedures, no matter how well
designed and operated, can provide only reasonable assurance of achieving the desired control objectives, and our management necessarily was required to
apply its judgement in evaluating and implementing possible controls and procedures. Based upon that evaluation, the Chief Executive Officer and Interim
Chief Financial Officer concluded that, as of the end of the period covered by this report, our disclosure controls and procedures were effective to provide
reasonable assurance.

Internal Control Over Financial Reporting

During the quarter ended April 2, 2011, there has been no change in our internal control over financial reporting (as defined in Exchange Act Rule 13a-15(f)
under the Exchange Act) that has materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.

PART II—OTHER INFORMATION
 
Item 1. Legal Proceedings

In the ordinary conduct of our business, we are subject to periodic lawsuits, investigations and claims, including, but not limited to, routine employment
matters. Although we cannot predict with certainty the ultimate resolution of lawsuits, investigations and claims asserted against us or administrative
proceedings, we are not a party to any other material legal proceedings within the meaning of Item 103 of Regulation S-K other than the following matter:

Litigation with Barclays and Lehman Brothers.

In October 2008 we filed suit in the United States Bankruptcy Court for the Southern District Court of New York against Barclays PLC and certain of its
affiliated entities (or Barclays), and Lehman Brothers Holdings Inc. and certain of its affiliated entities (or Lehman Brothers) seeking the return of
approximately 12.2 million shares of our common stock (prior to giving effect to the recent 1-for-6 reverse stock split) previously loaned by us to Lehman
Brothers in July 2008. Those shares were held by Lehman Brothers when it filed for bankruptcy and purportedly transferred to an affiliate of Barclays, PLC,
Barclays Capital Inc. We have specifically demanded Barclays immediately return the 12.2 million shares it obtained from Lehman Brothers after Lehman
Brothers filed for
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bankruptcy on the grounds that, among other things, Lehman Brothers did not hold title to the shares at the time of the purported transfer to Barclays.

In connection with the initiation of the lawsuit, we asked the Court to enjoin any further transfer of the shares received by Barclays from Lehman. On
November 5, 2008 the Bankruptcy Court denied our motion for such an injunction. In February 2009 we agreed to dismiss our claims against Barclays PLC as
it was determined that the 12.2 million shares had been transferred to Barclays Capital Inc. and Barclays PLC was not needed as a party to the lawsuit. In
February 2009, the remaining defendants filed motions to dismiss all of our claims. In response, we filed our opposition to the motions to dismiss and a
hearing on the motions to dismiss was held on April 22, 2009. At the April 22 hearing, oral arguments were presented by the defendants and us for and against
the defendants' motions to dismiss our claims. The court has not yet ruled on the motions to dismiss or indicated when it will rule. We cannot predict the
outcome of this effort to recover our shares or payment or damages related thereto.

 
Item 1A. Risk Factors.

In addition to the factors included below and discussed elsewhere in this report, you should consider carefully the risks and uncertainties described in the
sections entitled "Risk Factors," in our Annual Report on Form 10-K for the year ended December 31, 2010, as filed on March 9, 2011, which describe risks
and uncertainties which could materially adversely affect our business, financial condition, results of operations, cash flows and future results. While these
are the risks and uncertainties we believe are most important, you should bear in mind that factors may also exist that we cannot anticipate or that we
currently do not consider to be significant. These other factors also have the potential to materially affect our business, financial condition, results of
operations, cash flows and future results.

We have experienced lower than expected year-to-date sales volume for our existing inventory and our near-term liquidity has been negatively impacted,
which will require us to secure additional sources of cash sooner than expected.

We believe that uncertainties regarding feed-in tariffs and other subsidy programs have substantially reduced the demand for solar panels in 2011. Sluggish
demand has contributed to a longer than expected slow down in solar panel sales, which has also been exacerbated by continued worldwide capacity
expansion. As a result, we have experienced a significant increase in solar panel inventory at the end of the first quarter of 2011 compared to the end of the
fourth quarter of 2010. We have been relying on the sale of our existing inventory following the shutdown of our Devens facility to fund in part our operating
expenses and our current business plan. To the extent we are unable to sell our existing inventory or are able to sell it at prices substantially lower than we
initially estimated, we will need to secure alternate sources of funding for our expenses. We have been unable to secure alternate sources of funding to date
and we may fail to do so in the future.

There is substantial doubt regarding our ability to remain a going concern.

There is substantial doubt regarding our ability to maintain liquidity sufficient to operate our business and our ability to continue as a going concern. Our
cumulative losses and high level of indebtedness if we do not complete a restructuring of our outstanding indebtedness, in addition to our current liquidity
situation, raise substantial doubt as to our ability to continue as a going concern over at least the next twelve months. Our ability to continue as a going
concern depends on, among other factors, obtaining additional financing from third parties and a successful restructuring of at least a substantial portion of our
existing indebtedness. Unless and until we complete a restructuring, our future remains uncertain, and there can be no assurance that our efforts in this regard
will be successful.

A delisting of our common stock from The Nasdaq Capital Market would trigger a "fundamental change" as defined in the indentures governing our
outstanding notes and require us to offer to repurchase such notes, which we do not expect that we would be able to do.
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The occurrence of a "fundamental change" as defined in the indentures governing the Senior Notes, the Secured Notes and the New Subordinated Notes
would require us to offer to purchase the Senior Notes, the Secured Notes and the New Subordinated Notes at 100% of their aggregate principal amount
within approximately 40-55 business days of such occurrence. A "fundamental change" would be deemed to have occurred under the indentures governing the
Senior Notes, the Secured Notes and the New Subordinated Notes in the event our common stock is delisted from The Nasdaq Capital Market.

On July 1, 2010, we received a deficiency letter from The Nasdaq Global Market stating that, based on the closing bid price of our common stock for the 30
consecutive business days preceding such date, we no longer met the minimum $1.00 per share requirement for continued listing on The Nasdaq Global
Market under Marketplace Rule 5450(a)(1). To address this issue, among other things, we implemented a 1-for-6 reverse stock split, which became effective
on January 1, 2011 and we regained compliance with the minimum bid price rule. We expect that, if we do not complete a restructuring of our outstanding
indebtedness, in light of our limited liquidity and significant amounts of outstanding debt, we face the risk of our share price falling below $1.00 again and
accordingly being delisted from The Nasdaq Capital Market, which would trigger the put rights with respect to the Senior Notes, the Secured Notes and
the New Subordinated Notes.

Pursuant to the agreements governing our Chinese joint venture, we could be required to purchase equity interests in the joint venture in the event that we
receive a "going concern qualification" from our auditor or file for bankruptcy protection.

The agreements governing our Chinese joint venture require us to purchase equity interests in our Chinese joint venture for $33.0 million plus related interest
payable, to Hubei Science and Technology Investment Co., Ltd., an investment fund sponsored by the government of Hubei, China, or HSTIC, by July 24,
2014. If we receive a "going concern qualification" from our independent auditor delivered in an audit opinion included in our annual report or file for
bankruptcy protection or otherwise commence a liquidation proceeding, HSTIC has the option to assume control of the joint venture and to require us to
purchase the equity interests within three months. A failure by us to purchase such interests when required may constitute an event of default under the
indenture governing the Senior Notes, Secured Notes, and the New Subordinated Notes entitling the holders of those notes to demand repayment in full there
under. Moreover, we believe that a good working relationship with HSTIC is a key component to any successful implementation of our business plan, which
could become impaired if we are required to purchase HSTIC's joint venture interests but are unable to do so.

If we are successful in restructuring our outstanding indebtedness, we expect our existing stockholders may be substantially or completely diluted.

We are aggressively pursuing opportunities to address our capital structure in the near term, including restructuring our existing debt, in order to significantly
deleverage and better position it to secure additional financing and execute our strategy of developing and supplying the industry standard sized wafers. As
part of result of these restructuring efforts and discussions with legal and financial restructuring advisors, and with holders of our outstanding convertible
notes regarding a possible restructuring, we expect that if we complete a restructuring of our outstanding indebtedness, which will be very difficult to
accomplish, our existing stockholders will retain a very small or no equity interest in the Company.

If we fail to restructure our outstanding indebtedness in the near term, we may be forced to seek bankruptcy protection.

If we do not complete a restructuring of our outstanding indebtedness prior to the time that we run out of cash or are required to offer to purchase our
outstanding notes following a "fundamental change," or an event of default otherwise occurs under the indentures for our outstanding notes that results in
acceleration, we will not have the cash on hand to make the payments required by the governing indentures and may be forced to declare bankruptcy. If we
file for bankruptcy protection, we expect that our current stockholders will receive little or no recovery and, if we cannot agree with the holders of our
outstanding indebtedness on a plan of reorganization, we may be forced to liquidate.

If we cannot reduce manufacturing costs at our existing facility in Wuhan, China or achieve the cost targets we expect with our industry standard size
wafer program, we may not be able to provide product at competitive prices or achieve sustainable gross margins.

The commodity nature of the solar panel industry requires manufacturers to continuously lower costs in order to remain competitive. Increased competition,
rapid capacity growth and significant declines in manufacturing costs have resulted in a prolonged and substantial decline in selling prices. With further
capacity expansion expected, pricing pressure is expected to continue for the foreseeable future. We must be able to reduce our total panel manufacturing
costs, including costs incurred by our subcontract manufacturing partner in Wuhan, China in order to remain competitive and generate margins that can help
sustain our business. For example, we expect that we will need to reduce our total panel manufacturing costs in Wuhan, China to $1.25 per watt or less by mid
-2012. If we cannot reduce our manufacturing costs of solar panels as quickly or to the extent that we expect, we may not generate margins sufficient to
provide adequate cash to support the panel operation in Wuhan, China.

We have also embarked on a strategy to develop an industry standard size wafer that we expect will provide substantial cost savings for the industry and will
be the driver of our growth over the long term. We expect that once our industry standard size wafer is developed and production is expanded to substantial
commercial scale, we will be able to produce a wafer for $0.25 per watt within the next few years. If we do not achieve our cost targets associated with the
industry standard size wafer at reasonable volumes or within our expected timeframe, we may not be able to sell wafers at prices that would generate
sufficient gross margins to support the continued growth of our business or achieve profitability.

 
Item 5. Other Information

On May 10, 2011, the Company entered into severance agreements with the Company's current executive officers. In an effort to continue to promote
retention and assure a stable and dedicated senior management team during the Company's efforts to restructure its balance sheet and advance its industry
standard wafer development program, the Company's Compensation Committee approved a form of severance agreement for the Company's executive
officers that is substantially consistent with the severance arrangements that have been made on an ad hoc basis for other executive officers that have been
terminated without cause. The Company has entered into this form of severance agreement with each of its current executive officers, including its Chief
Executive Officer and Chief Financial Officer.



These severance agreements provide for continuation of salary and health care benefits if the executive is terminated without cause, with nine months for the
CEO and six months for other executive officers. Up to an additional nine months or six months, as applicable, of salary and benefits will be paid to a
terminated executive if the executive remains unemployed at the end of the nine or six month initial salary continuation period. The severance agreements
also provide for terminated employees to receive a prorated portion of any corporate bonus that is awarded for 2011 or 2012, as applicable, if the executive
remains employed on July 1 of the applicable year. In connection with entering into these new severance agreements, executives who had previously entered
into change of control based severance agreements have agreed to terminate those earlier agreements. A copy of the form of Severance Agreement is included
as an exhibit to this report on Form 10-Q and the foregoing description of these agreements with our executive officers is qualified in its entirety by the terms
of the form agreement.

 
Item 6. Exhibits

Exhibits are as set forth in the section entitled "Exhibits Index" which follows the section entitled "Signatures" in this Report on Form 10-Q.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.
 

  EVERGREEN SOLAR, INC.
Date: May 12, 2011   

  /s/ Donald W. Reilly
  Donald W. Reilly
  Chief Financial Officer
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Exhibit 3.1

CERTIFICATE OF AMENDMENT
OF

THIRD AMENDED AND RESTATED CERTIFICATE OF INCORPORATION
OF

EVERGREEN SOLAR, INC.

Evergreen Solar, Inc. (the "Corporation"), a corporation organized and existing under and by virtue of the General Corporation Law of the State of
Delaware, DOES HEREBY CERTIFY:

FIRST: That the Board of Directors of the Corporation, at a meeting of the Board of Directors on November 29, 2010, in accordance with the
provisions of Section 141(b) of the General Corporation Law of the State of Delaware, duly adopted a resolution setting forth a proposed amendment to the
Certificate of Incorporation of the Corporation, as amended. The resolution setting forth the proposed amendment is as follows:

RESOLVED: That a proposed amendment to the Certificate of Incorporation of the Corporation, as amended, effecting a change in the first paragraph
of Article FOURTH thereof, so that said first paragraph of Article FOURTH shall read in its entirety as set forth below, is hereby approved, and is
recommended to the stockholders of the Corporation for approval as being advisable and in the best interests of the Corporation:

"FOURTH: The total number of shares of all classes of capital stock which the Corporation shall have authority to issue is 267,227,668 shares,
consisting of (i) 240,000,000 shares of common stock, with a par value of $.01 per share (the "Common Stock") and (ii) 27,227,668 shares of Preferred Stock,
with a par value of $.01 per share (the "Preferred Stock")."

SECOND: That the stockholders of the Corporation duly approved such resolution at a Special Meeting of stockholders held on February 9, 2011 by
affirmative vote of the majority of shares present in person or represented by proxy and entitled to vote on the subject matter in accordance with the
provisions of Section 216 of the General Corporation Law of the State of Delaware.

THIRD: That said amendment was duly adopted in accordance with the provisions of Sections 216 and 242 of the General Corporation Law of the
State of Delaware.

IN WITNESS WHEREOF, the Corporation has caused this Certificate of Amendment to be executed by its duly authorized officer this 14th day of
February 2011.
 

EVERGREEN SOLAR, INC.
By:  /s/ Christian M. Ehrbar
Name:  Christian M. Ehrbar
Title:  Corporate Secretary and Authorized Officer



Exhibit 10.1

May 10, 2011

[Name of Executive]

[Address]

Dear [Executive name]:

This Agreement ("Agreement") is being provided to you by Evergreen Solar, Inc. ("Evergreen Solar") for your review and, should you accept the same, your
signature and agreement. The purpose of this Agreement is to provide an incentive for you to continue your employment with Evergreen Solar by offering to
you certain severance pay and benefits should your employment be terminated without cause, subject to the conditions set forth below.

Please review this Agreement carefully and, assuming that the terms and conditions are acceptable, sign the same and return it to Gary Pollard in Human
Resources.

1. Employment. During the period of your continued employment, you shall perform such services and discharge such duties and responsibilities as
may be assigned to you from time to time by Evergreen Solar. You shall continue to devote your full time, energy and best efforts in the performance of your
services for Evergreen Solar. Nothing herein shall change the at-will nature of your employment with Evergreen Solar, and except as expressly provided
herein, in the event of the termination of your employment by Evergreen Solar for any reason, you shall not be eligible for any compensation or benefits
beyond the date of termination.

2. Eligible Severance Pay and Benefits.

(a) If Evergreen Solar terminates your employment without Cause (as defined below) then you will be eligible to receive severance and benefits as
described below As a condition of your receipt of the severance pay and benefits described in (b) below, you will be required to sign a separation agreement
and release of claims (in a form acceptable to Evergreen Solar, which shall include, among other provisions, a complete release of claims, reaffirmation of
your obligations under the Evergreen Solar Assignment of Invention, Non-Disclosure and Noncompetition Agreement previously signed by you, and
covenants by you of cooperation, confidentiality and non-disparagement). Cause shall be defined as follows: "Cause" is determined by the Company in its
reasonable judgment, and can include, but is not limited to, (i) an act or omission by the employee that may have an adverse effect on the Company's business
or on the employee's ability to perform services for the Company, including, without limitation, the commission of any crime (other than ordinary traffic
violations); or (ii) misconduct or neglect of duties by the employee in connection with the business or affairs of the

138 Bartlett Street            Marlboro, MA 01752 USA            +1 508.357.2221 – tel            +1 508.229.0747 – fax            www.evergreensolar.com



 

May 10, 2011
Page 2

Company, including, but not limited to, misappropriation of Company assets, or failure to perform reasonable assigned duties.

(b) The Severance Pay and Benefits shall include the following: Commencing on the date of your termination of your employment (the "Separation
Date" and for X* months following (the "Transition Period"): (i) continuation of your bi-weekly base salary in accordance with Evergreen's normal practices,
and subject to all ordinary payroll taxes and withholdings; (ii) upon completion of the appropriate forms, and to the extent permitted by the provisions of the
Consolidated Omnibus Budget Reconciliation Act of 1985 (COBRA), and to the same extent that such insurance is provided to persons employed by
Evergreen Solar. continuation of your participation in Evergreen Solar's group medical and dental insurance plans, subject to your payment of the employee
premium contributions to such insurance, which shall be deducted from any Severance Pay)

Further, subject to your demonstrating that you are making a good faith effort to find employment or any other compensable engagement during the
Transition Period, in the event that you do not become employed or engaged by a third party by the end of the Transition Period, your Bi-Weekly Payment
and employer subsidy for medical and dental insurance coverage will continue on a month by month basis through the earlier of the date you become
employed or engaged by a third party (including consulting) for an additional X* months. If such employment or other compensable engagement is not
reasonably comparable to the employment that you had with Evergreen (such determination to be made by Evergreen), then Evergreen will continue your Bi-
Weekly Payment less any monies otherwise earned by you (which you shall promptly disclose to Evergreen), and shall continue the employer subsidy on a
month by month basis as set forth above. You acknowledge and agree that after the Transition Period ends, and before you receive any extended Severance
Pay or Benefits, you must notify the Company in writing on a monthly basis that you have not become employed or otherwise engaged by a third party.
Further, you shall notify the Company if and when you become employed or engaged by a third party, if the beginning of such employment or engagement is
after the end of the Transition Period.

Also, in the event that you do not become employed by a third party or otherwise covered under alternative medical and dental insurance plans before
or during Transition Period, you will have the right, at your own expense, to continue your participation in Evergreen Solar's group medical and dental
insurance plans at the expiration of the Transition Period pursuant to the provisions of the COBRA; provided, however, the benefit period under the COBRA
shall be deemed to have commenced on the Separation Date and the employer subsidy shall terminate at the end of the Transition Period.

 
 
* "X" equals nine months on the case of the Company's Chief Executive Officer and six months in the case of the Company's other executive officers.



 

May 10, 2011
Page 3

(c) Voluntary Resignation; Termination for Cause. If your employment with Evergreen Solar terminates (i) voluntarily by you, or (ii) for Cause by
Evergreen Solar, then you will not be entitled to receive severance or other benefits.

3. Bonus. In the event Evergreen Solar determines to award a discretionary corporate bonus for 2011, and you remain employed as of July 1, 2011, then
you will be eligible for consideration for a pro-rata bonus for the period of time that you were employed in 2011. The same would be true if you remain
employed in 2012. The award of any bonus ultimately is within the discretion of the Company.

4. General Provisions

(a) Choice of Law/Dispute Resolution. This Agreement shall be deemed to have been made in the Commonwealth of Massachusetts, and shall take
effect as an instrument under seal within the Commonwealth of Massachusetts. The validity, interpretation and performance of this Agreement, and any and
all other matters relating to your employment with Evergreen Solar, shall be governed by, and construed in accordance with, the internal laws of the
Commonwealth of Massachusetts, without giving effect to conflict of law principles. Both parties agree that any action, demand, claim or counterclaim
relating to (i) your employment, and (ii) the terms and provisions of this Agreement, or to its breach, shall be commenced in the Commonwealth of
Massachusetts in a court of competent jurisdiction, and you expressly consent to the personal jurisdiction of the state and federal courts of Massachusetts.
Both parties acknowledge that venue shall exclusively lie in the Commonwealth of Massachusetts and that material witnesses and documents would be
located within the Commonwealth of Massachusetts. Both parties further agree that any such action, demand, claim or counterclaim shall be tried by a judge
alone, and both parties hereby waive and forever renounce the right to a trial before a civil jury.

(b) Entire Agreement. This Agreement embodies the entire agreement and understanding between the parties hereto with respect to the subject matter
hereof. Except for the agreements referenced in this section, no statement, representation, warranty, covenant or agreement of any kind not expressly set forth
in this Agreement shall affect, or be used to interpret, change or restrict, the express terms and provisions of this Agreement.

(c) Modifications and Amendments. The terms and provisions of this Agreement may be modified or amended only by written agreement executed by
the parties hereto.

(d) Assignment. Evergreen Solar may assign its rights and obligations hereunder to any person or entity who succeeds to all or substantially all of the
Evergreen Solar's business or that aspect of Evergreen Solar's business in which you are principally involved. Your rights and obligations under this
Agreement may not be assigned by you.
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(e) Severability. The provisions of this Agreement are severable, and if for any reason any part hereof shall be found to be unenforceable, the remaining
provisions shall be enforced in full.

Evergreen Solar hopes that the commitments of severance pay and benefits described above will serve to reinforce Evergreen Solar's commitment to you as an
Executive whom we wish to retain. If you have any questions about the terms of this letter, please contact Gary Pollard at Evergreen Solar.

The offer is open until May 17, 2011. To accept the terms of this Letter Agreement, please sign and return to Gary Pollard an original of this Agreement.

Very truly yours,
 
EVERGREEN SOLAR, INC.
  
By:
 
Accepted and Agreed to:
  
[Executive Name]
Dated   



Exhibit 31.1

SECTION 302 CERTIFICATION

I, Michael El-Hillow, certify that:

1. I have reviewed this Report on Form 10-Q of Evergreen Solar, Inc;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant
and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness
of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal
quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant's internal control over financial reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect the registrant's ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over
financial reporting.

May 12, 2011
 

/s/ Michael El-Hillow
Michael El-Hillow
Chief Executive Officer



Exhibit 31.2

SECTION 302 CERTIFICATION

I, Donald W. Reilly, certify that:

1. I have reviewed this Report on Form 10-Q of Evergreen Solar, Inc;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant
and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness
of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal
quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant's internal control over financial reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect the registrant's ability to record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over
financial reporting.

May 12, 2011
 

/s/ Donald W. Reilly
Donald W. Reilly
Chief Financial Officer



Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Report of Evergreen Solar, Inc. (the "Company") on Form 10-Q for the period ended April 2, 2011 as filed with the Securities and
Exchange Commission on the date hereof (the "Report"), I, Michael El-Hillow, Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C. 1350,
as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to my knowledge:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

May 12, 2011
 

/s/ Michael El-Hillow
Michael El-Hillow
Chief Executive Officer

This certification accompanies the Form 10-Q to which it relates, is not deemed filed with the Securities and Exchange Commission and is not to be
incorporated by reference into any filing of the Company under the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended
(whether made before or after the date of the Form 10-Q), irrespective of any general incorporation language contained in such filing.

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and furnished to
the Securities and Exchange Commission or its staff upon request.



Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. 1350,

AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Report of Evergreen Solar, Inc. (the "Company") on Form 10-Q for the period ended April 2, 2011 as filed with the Securities and
Exchange Commission on the date hereof (the "Report"), I, Donald W. Reilly, Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. 1350, as
adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to my knowledge:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

May 12, 2011
 

/s/ Donald W. Reilly
Donald W. Reilly
Chief Financial Officer

This certification accompanies the Form 10-Q to which it relates, is not deemed filed with the Securities and Exchange Commission and is not to be
incorporated by reference into any filing of the Company under the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended
(whether made before or after the date of the Form 10-Q), irrespective of any general incorporation language contained in such filing.

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and furnished to
the Securities and Exchange Commission or its staff upon request.
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