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A-Power Energy Generation Systems, Ltd. is a Hong Kong
company that owns a controlling interest in operating
companies in the People’s Republic of China known as
GaoKe. The company designs, constructs and tests
distributed power generation systems to factories and users
in the People’s Republic of China. It incorporates standard
power generating equipment into an integrated system that
includes refined control systems to balance power
generation with demand. A-Power also offers automatic
control system, which monitors the performance of
equipment in the system, including the boiler, turbine,
generator, grid supply, demand and distribution, as well as
space and water heating functions. Its target customers
include companies operating in various industries, including
steel, chemical, cement, food processing and ethanol and
municipal governments, as well as state-owned Chinese
power companies.
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Fiscal year-end: December

A-Power Energy Generation Systems Ltd. APWE'®

Based in Shenyang, China, A-Power Energy Generation
Systems designs and manufactures power generation
systems for use in China. The company’s systems utilize a
“distributed generation approach”, where power is
generated relatively close to where it will be used. A-
Power’s customer base ranges from steel, cement, and
ethanol businesses to chemical and food processing
companies. In addition, A-Power provides services for state-
owned power companies in China

625 BroadwaySuite 1111
San Diego, CA 92101
Phone: 1 619 795-4627
Website:

Employees: 457

Growth Rates Compound Annual

1Yr 3Yr 5Yr 10 Yr
Revenue % 17.5 — 50.4 —
Operating Income % 357 — 603 —
Earnings/Share % — — — —
Dividends % — — — —
Book Value/Share % 16.5 14.4 —
Stock Total Return % -733 496 -223
+/- Industry -66.8  -32.0 -8.3 —
+/- Market <743 -48.1 -19.4 —
Profitability Analysis
Current 5 YrAvg Ind Mkt
Return on Equity % 6.7 — 0.1 24.6
Return on Assets % 3.8 — 0.0 9.6
Fixed Asset Turns 50 — 0.6 7.5
Inventory Turns 11.0 — 13.0 154
Revenue/Employee USD K 712.0 - — 1006.5
Gross Margin % 18.6 — 311 39.3
Operating Margin % 92 — 115 16.2
Net Margin % 49 — -0.1 10.9
Free Cash Flow/Rev % 46 —_ 47 0.1
R&D/Rev % — — — 99
Financial Position
12-09 USD Mil 09-10 USD Mil
Cash 166 168
Inventories 10 22
Receivables 13 44
Current Assets 258 366
Fixed Assets 59 75
Intangibles 28 52
Total Assets 355 552
Payables 33 42
Short-Term Debt 20 64
Current Liabilities 84 182
Long-Term Debt — 1
Total Liabilities 143 236
Total Equity 212 317
Valuation Analysis
Current 5 YrAvg Ind Mkt
Price/Earnings 44 — 50.3 125
Forward P/E — — — 12.2
Price/Cash Flow 36 — 43 6.5
Price/Free Cash Flow 48 — 28.3 15.0
Dividend Yield % — — 15 22
Price/Book 0.2 25 09 16
Price/Sales 02 — 0.7 1.1
PEG Ratio — — — 1.6

*3Yr Avg data is displayed in place of 5Yr Avg

s USD Mil Mkt Cap USD Mil Industry Sector
77 Utilities Utilities
- Independent Power Producers
Morningstar Rating Last Price Fair Value Uncertainty Economic Moat™  Stewardship Grade
per share prices in USD
5.75 9.10 | 13.90 | 31.89 | 21.04 | 20.32 6.46  Annual Price High
510 | 493 | 529 | 325 | 300 | 455 | 127 low
39 Recent Splits
! Price Volatility
Il | Monthly High/Low
il - I | 155 — Rel Strength to S&P 500
uftl | I| "ll “. 52 week High/Low
[ | . | | |I||||| by, 8887000
! || I|| ! 'II 10 Year High/Low
' ' | 30 31.89-1.27
B O N S
. . ’ o 1 U’ Trading Volume Million
o o T
2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 YTD  Stock Performance
— — — — — 90 1207 -678 3254 -70.2 -69.4 Total Return %
— — — — — 46 1172 -293 3020 -830 -598  +/- Market
— — — — — 269 975 57 3070 544  -58.1  +/-Industry
— — — — — — — — — — 0.0 Dividend Yield %
— — — — 39 42 174 145 724 253 77 Market Cap USD Mil
20000 20011 2002] 20031 2004/ 2005/ 20061 20071 20081 2008] TTMI Financials \
— — — 19 40 — — — 265 3N 325 Revenue USD Mil
— — — 9.1 109 — — — 13.9 16.4 18.6  Gross Margin %
— — — 2 4 0 -1 — 28 38 30  Oper Income USD Mil
— — — 8.4 8.9 — — — 10.6 12.3 9.2 Qperating Margin %
— — — 1 3 0 0 — 29 -17 16 Net Income USD Mil
— — — 679 1273 002 001 — 094 -049 038 Earnings Per Share USD
— — — — — — — — — — — Dividends USD
— — — 0 0 4 7 23 30 34 43 Shares Mil
— — — — 358 359 24 461 537 683  6.83 Book Value Per Share USD
— — — — — 0 -1 — -22 64 20  Oper Cash Flow USD Mil
— — — — — — — — -24 -24 -5 Cap Spending USD Mil
— — — — — — — — -46 41 15 Free Cash Flow USD Mil
20000 20011 2002/ 2003] 20041 20051 20061 20071 20081 20091 TTMI Profitability \
— — — 15.9 16.5 0.3 0.2 — 13.9 -6.0 3.8 Return on Assets %
— — — 268 311 04 0.2 — 18.4 9.1 6.7 Return on Equity %
— — — 7.1 6.3 — — — 10.8 -5.4 49  Net Margin %
— — — 2.25 262 — — — 129 1.1 0.76  Asset Turnover
— — — 1.7 20 1.3 1.3 — 1.3 1.7 1.7 Financial Leverage
20000 20011 20021 20031 2004 2005] 20061 20071 20081 20091 09-10] Financial Health |
— — — 1 4 31 31 — 97 174 185  Working Capital USD Mil
— — — — — — — — — — 1 Long-Term Debt USD Mil
— — — 5 il 25 25 — 155 212 317  Total Equity USD Mil
— — — — — — — — — — 0.00 Debt/Equity
20011 2002] 20030 20041 2005] 20061 20071 2008] 20001 20100 TTM[ valuation |
— — — — — — — 46 — 145 4.4  Price/Earnings
— — — — — — — — — 0.8 0.4 P/Evs. Market
— — — — — — — 05 20 0.7 0.2 Price/Sales
— — — — 1.6 1.7 55 09 34 0.8 0.2 Price/Book
— — — — — — — — 9.7 11.8 3.6 Price/Cash Flow
Quarterly Results Industry Peers by Market Cap
Revenue USD Mil Dec03 Mar10  Jun10  Sep10 Mkt Cap USD Mil  Rev USD Mil P/E ROE%
Most Recent Period 125.9 67.3 74.8 57.3  A-Power Energy Gener 77 325 44 6.7
Prior Year Period 81.4 31.2 57.5 96.7  Glow Energy Public C 52 28 — —
Rev Growth % Dec09 Mar10  Jun10  Sep10 China Resources Powe - - -
Mgst Recent F"eriod 546 1158 301 -407 Major Fund Holders
Prior Year Period — 35 -125 13.2
% of shares
Earnings Per Share USD Dec09  Mar10 Jun10  Sep10 —
Most Recent Period -0.64 0.64 025 -0.02 —
Prior Year Period —_ 0.04 014 -0.02 —_

TTM data based on rolling quarterly data if available; otherwise most recent annual data shown.
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Management Activity

Name Position Shares Held Report Date* InsiderActivity

NA NA NA NA NA

*Report date represents the date on which the owner's common shares held was audited.

Fund Ownership
Morningstar % of Shares % of Fund Change

Top Owners Rating Held Assets k) Portfolio Date
DnB NOR Miljginvest QQQQ 211 0.71 -383 30 Jun 2011
FG&W Global Oppor2nities QQ 0.24 123 0 31 Mar 2011
TFS Market Neutral QQQQQ 0.28 0.09 108 30 Apr 2011
Stream SICAV Cap QQ 0.19 2.17 0 31 Dec 2010
DnB NOR Renewable Energy QQQQ 0.00 0.76 0 31Jul2011

Concentrated Holders

Atomo Prisma | 0.04 2.22 0 31 Dec 2010
Stream SICAV Cap QQ 0.19 2.17 0 31 Dec 2010
FG&W Global Oppor2nities QQ 0.24 1.23 0  31Mar2011
Caixa Catalunya Variable 100 Plus PP Q 0.09 0.87 42 31 Dec 2010

Institutional Transactions

Morningstar % of Shares % of Fund B%BZL?
Top 5 Buyers Rating Held Assets Sold (k) Portfolio Date
TFS Market Neutral QQQQQ 0.28 0.09 108 30 Apr 2011
TD Canadian Value - F QQQQ 0.12 0.04 55 31 Dec 2010
Caixa Catalunya Prevision 25 PP Q 0.10 0.24 48 31 Dec 2010
Caixa Catalunya Prevision Var 30 PP Q 0.10 0.24 48 31 Dec 2010
Caixa Catalunya Variable 30 PP Q 0.10 0.24 48 31 Dec 2010
Top 5 Sellers
DnB NOR Miljginvest QQQQ 211 0.71 -383 30 Jun 2011
PowerShares Gldn Dragon Halter USX China QQ 0.04 0.01 -5 30 Jun 2011
PowerShares WilderHill Progrsv Energy QQQ 0.04 0.05 -3 30 Jun 2011
Fidelity Nasdaq Composite Index Tracking QQQQ 0.00 0.00 0 30Jun2011
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Mark Barnett
Stock Analyst

This geothermal
play is our pick for
investors seeking
exposure to clean
energy.

Ormat Installed Capacity *
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Give Your Portfolio a Head of Steam With Ormat
01 August 2011

One of the brightest stars in the Morningstar alternative-
energy universeis Ormat Technologies ORA , the premier
developer and operator of high-efficiency geothermal
equipment and power plants. Cost overruns at its newest
plant, North Brawley, combined with a drop-off in the
products business in 2010 drove Ormat's shares well below
our fair value estimate. Concerns about the viability of U.S.
renewable tax policy, a primary financing vehicle for growth,
have kept up the pressure.

But with its recent financing successes and substantial new
plant orders, we think the time is right to scoop up shares
before results improve in a big way in 2012 and beyond.
Ormat's low-cost, environmentally friendly advantage
makes it the only independent power producer in
Morningstar's coverage universe with an economic moat,
and it is currently the only alternative energy company
Morningstar covers with a 5-star rating.

Industry-Leading Growth on Tap
Ormat, whose vertically integrated business designs,

2011 2012 2013 2014 20135

Source: Company Filings, Maorningstar Estirnates
*adjusted for operating, includes Zunil ramp-down

builds, and operates geothermal power plants, as well as
supplies them for third parties, is poised to grow EBITDA
and earnings faster than its independent power-producer
peers without the volatility that competing fossil-fuel
generators experience.

Ormat's low-cost, environmentally friendly and reliable
generation gives it a unique competitive advantage in the
power generation industry, as geothermal uses the earth's
natural heat and no fossil fuels to turn turbines. Without
exposure to fossil-fuel commodity costs, emissions
liabilities, or weather-related operating variability like solar
and wind, utility distributors are willing to pay premium
prices to lock in Ormat's generation supply and prefer it
where available. And if state and federal environmental
regulations remain in place, Ormat's competitive advantage
will strengthen.

Ormat's large pipeline of development projects supports
the significant growth we forecast at its flagship generation
segment. Improved development incentives and financing
opportunities should help Ormat bring on line nearly 150
megawatts of new capacity though 2013 and another 150
megawatts between 2014 and 2015. This represents more
than 60% capacity growth from our 2010 estimate and offers
long-term, contracted profit growth independent of volatile
fuel costs.

In addition to Ormat's generation segment growth, we also
think the market is undervaluing the growth potential of its
products business. Two large deals signed so far in 2011
have boosted its fast-growing backlog. In addition to the
growth from its backlog, we think the business could win
supply contracts worth as much as an estimated $400
million for a large project in Indonesia and a recently
announced project in New Zealand.

Combined, we think Ormat's generation and products
businesses will drive 28% annual EBITDA growth through
2015, with big step-ups in 2013 and in 2015, when
significant new capacity comes on line. With Ormat's
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market valuation currently below its slower-growing,
commodity-sensitive peers, we think Ormat offers an
attractive risk-reward profile.

Cheaper Than Solar, Competitive With Wind

The source of Ormat's economic moat derives partially
from its leading position in low-cost geothermal power
generation. The graph below shows how geothermal is an
economically attractive power generation source,
especially relative to solar sources. As the largest pure play
and most sophisticated geothermal industry player, Ormat
benefits the most from these attractive economics. We note
that for purposes of calculating the geothermal LCOE below,
we utilized the high end of industry capital cost estimates.

Another competitive advantage for Ormat is its access to
financing, typically the biggest challenge for geothermal
developers. Most geothermal projects require an initial
exploration phase to prove out the resource for
development, typically funded by corporate cash. This limits
the ability of many smaller players to manage the long
development cycle for new geothermal construction.
Ormat's size and ability to fund early-stage development
from its balance sheet is a huge advantage over smaller
competitors. This allows the company to take more chances
and explore a larger portfolio of land, increasing the odds

Solar
Therrnal

Solar
PW-riGEE

deocthermal <nshore Solar
HighTasze Weind FSLE PwW

Source: Company Filings, Morningstar Estimates

of proving aviable resource and securing external financing.

Once a project is viable, U.S. federal tax incentives give
geothermal an additional cost advantage over its fossil-fuel
competitors. Current tax policy allows renewable energy
developers to utilize a production tax credit (PTC),
investment tax credit (ITC), or cash grant. Developers like
Ormat can pass these tax benefits on to tax-equity investors
in return for project financing. While required returns for all
renewable tax equity deals have gone up significantly since
the financial crisis, meaning lower returns for Ormat, the
ITC and cash grants have helped spur major growth in the
tax equity market after it contracted in 2008. Accelerated
depreciation is also a strong incentive. Standard tax policy
offers five-year depreciation for geothermal projects. The
2010 stimulus bill offered 100% first-year depreciation for
projects completed in 2011 and 50% first-year depreciation
for projects finished in 2012. Federal loan guarantees, which
lower debt financing costs, are yet another financing benefit
for geothermal projects.

Are Renewables on Washington's Chopping Block?
Investing in renewable energy has certainly been a roller-
coaster ride recently. U.S. federal tax incentives and
increasingly demanding state renewable energy mandates
swelled investor optimism prior to the 2008 financial crisis,
boosting growth projections along with share prices. When
the crisis hit, financing for all but the largest renewable
developers ground to a halt. Some of the biggest players in
arranging tax equity deals either went bankrupt, like Lehman
Brothers, or played out like the Wells Fargo takeover of
Wachovia, where Wells Fargo's tax base was depleted by
Wachovia's losses in addition to its own, shrinking its
appetite for tax equity. Many renewable energy projects
simply fell off the table along with stock prices. Geothermal
suffered as much as any, given the longer lead times to bring
projects to viability and high up-front construction costs.

Much attention has been focused on the potential for these
taxincentives to expire or be axed given Washington's focus
on deficit reduction. In addition, some states are
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reconsidering their fast-approaching renewable energy
mandates. Whatever your ideological position, one
undeniable fact is that renewable power saw a renewed
surge in investment interest with the extension of the ITC
and PTC and the creation of the cash grant program. Another
is that, like it or not, a majority of Americans polled
consistently support government incentives for renewable
power, regardless of their views on global warming. Given
the tiny slice of the federal pie that currently goes toward
these programs, we think incentives for renewable energy
are here to stay, and that Ormat is well-positioned to benefit.
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