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Lehman Brothers does and seeks to do business with companies covered in its research reports.  As a result, investors should 
be aware that the firm may have a conflict of interest that could affect the objectivity of this report. 
  
Customers of Lehman Brothers in the United States can receive independent, third-party research on the company or companies 
covered in this report, at no cost to them, where such research is available.  Customers can access this independent research at 
www.lehmanlive.com or can call 1-800-2LEHMAN to request a copy of this research. 
  
Investors should consider this report as only a single factor in making their investment decision. 
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Summary of Model Changes 
Former Current Difference EPS Effect

2006E 2007E 2006E 2007E 2006E 2007E 2006E 2007E
Project MWh 3.12 3.26 2.91 3.30 -0.21 0.04 ($0.14) $0.01

Project Gross Margin 46% 49% 43% 43% -2% -5% ($0.11) ($0.28)
Product Gross Margin 18% 18% 23% 23% 6% 6% $0.07 $0.07

Tax Credits ($M) $6.1 $3.5 $2.6 $4.3 -$3.5 $0.8 ($0.11) $0.03
Finance Costs ($M) $42.9 $40.2 $44.1 $43.6 $1.2 $3.3 ($0.03) ($0.06)

Other ($0.14) ($0.18)

EPS Estimate $1.48 $1.85 $1.02 $1.44 ($0.46) ($0.41) ($0.46) ($0.41)  
Source: Lehman Estimates 

February 15, 2006 

Ormat Technologies (ORA - $ 43.41) 2-Equal weight 
Change of Earnings Forecast 

No Froth Valuation 

Investment Conclusion 
Based on updated growth projections, we are 
lowering our '06 and '07 EPS estimates to $1.02 
and $1.44 from $1.48 and $1.85.  We value the 
company using an average of several methods: 
IPP P/E and EV/EBITDA multiples, as well as a 
PEG metric applied to small cap renewables 
companies. Our $29 target is reflective of the prior 
IPP multiples as well as a PEG ratio of 1.8x a 
growth rate of 22% and $1.50 in NPV for Nevada 
projects currently in negotiations. 

 
Summary 
! Our revised estimates incorporate 2.9M and 3.3M 

MWh of production in the projects division in '06 
and '07.  We assume 4Q Puna margins ($172/ 
MWh) persist through 2007 and that SoCalEd 
contracts are repriced in 2007 at $75/ MWh. 
Further differences detailed below. 

! We now include as a part of our valuation a group 
of renewable energy comparables whose '07 PEG 
ratio is 1.8x.  We apply this to a five-year growth 
rate of 22%, resulting in a $40 / share value. 

! Although valuation remains a challenge at these 
levels, we believe ORA's strong growth prospects 
will help buoy the stock as some of the current 
excitement around renewables moderates. 
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EPS ($) (FY Dec) 

 2004 2005 2006 % Change 
 Actual Old New St. Est. Old New St. Est. 2005 2006 

1Q N/A  0.12A 0.12A 0.12A N/A  N/A  0.15E N/A  N/A  
2Q N/A  0.13A 0.13A 0.13A N/A  N/A  0.21E N/A  N/A  
3Q 0.29A 0.39A 0.39A 0.39A N/A  N/A  0.38E 34%  N/A  
4Q 0.17A N/A  N/A  0.09E N/A  N/A  0.20E N/A  N/A  

Year 0.70A 0.82E 0.82E 0.76E 1.48E  1.02E  1.07E 17%  24%  
P/E 51.5   52.9    42.6     

 
Market Data  
Market Cap (Mil.)  1312 
Shares Outstanding (Mil.) 31.60 
Float (%)  7 
Dividend Yield  0.33 
Convertible  No 
52 Week Range  42.64 - 13.88 
 

Financial Summary  
Revenue FY05 (Mil.)  N/A 
Five-Year EPS CAGR  13.0 
Return on Equity  16.30 
Current BVPS  5.32 
Debt To Capital (%)  78.04 
 
 
 Stock Overview 
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Equity Per Share
Value Stock

Valuation Method $ MM Value
IPP Average EV/EBITDA, 2007E 7.2x $636 $19.32
IPP Average 2007 P/E, 15.4x $729 $22.14
Renewable Comps, Avg. 2007 PEG 1.8x on a 5-year growth rate of 22% $1,329 $40.35

Average $898 $27.27

SRP Projects NPV $1.58

Total $28.85  
 
 
IPP P/E and EV/ EBITDA Valuation Comparables

Current EPS P/E EBITDA EV/EBITDA
Price Rating Ticker 2005E 2006E 2007E 2006E 2007E 2006E 2007E 2006E 2007E

AES Corp. $16.95 2-Equal weight AES $0.85 $0.95 $1.10 17.8x 15.4x $3,900 $4,023 7.4x 7.x
International Power $25.78 2-Equal weight IPR $1.30 $1.80 $2.30 14.3x 11.2x $736 $840 8.6x 7.5x

NRG Energy $46.22 1-Overweight NRG $1.93 $2.95 $2.72 15.7x 17.x $1,819 $1,770 8.x 7.8x
Mirant $25.00 1-Overweight MIR $0.66 $1.41 $1.51 19.2x 18.x 1,476 1,500 7.3x 6.5x

IPP Average 16.8x 15.4x IPP Average 7.8x 7.2x
British Pound $1.91

Current EPS P/E EBITDA EV/EBITDA
Price Rating Ticker 2005E 2006E 2007E 2006E 2007E 2006E 2007E 2006E 2007E

Ormat $43.41 2-Equal weight ORA $0.78 $1.02 $1.44 42.5x 30.2x $139 $165 14.1x 12.x

Renewable Comps

Current Market PEG P / E Growth Earnings Estimates
Ticker Price Shares Cap EV % Wt CY06 CY07 CY06 CY07 Rate CY06 CY07

Acciona ANA-ES $111.95 63.3 $7,085 36% 1.3x 1.2x 21.4x 19.7x 17% $5.24 $5.67
Evergreen Solar ESLR $14.17 61.3 $869 $718 4% NM 8.6x NM 301.5x 35% -$0.21 $0.05

Energy Conversion Devices ENER $44.01 29.3 $1,291 $889 7% NM 4.9x NM 161.8x 33% -$0.67 $0.27
Ersol ES6-DE $59.00 9.8 $578 $355 3% 1.x .7x 34.6x 24.1x 35% $1.70 $2.45

Qcells QCE-DE $87.48 30.3 $1,963 $1,919 10% 1.5x 1.1x 53.9x 38.8x 35% $1.62 $2.26
SunTech STP $38.40 144.7 $5,555 $5,555 28% 2.x 1.2x 68.4x 40.6x 35% $0.56 $0.95

SunPower SPWR $37.09 59.8 $2,218 $2,107 11% 3.x 1.5x 120.4x 59.6x 40% $0.31 $0.62

Market - Weighted Average $19,559 1.5x 1.8x 47.3x 54.1x

Ormat Valuation $40.35

'04 -'08 Growth Rate 22%  
 
Source: Lehman Brothers estimates for IPP comparables, First Call Consensus estimates for renewable comparables 
 
 

Analyst Certification: 
I, Daniel Ford, CFA, hereby certify (1) that the views expressed in this research Company Note accurately reflect my personal views about 
any or all of the subject securities or issuers referred to in this Company Note and (2) no part of my compensation was, is or will be directly 
or indirectly related to the specific recommendations or views expressed in this Company Note.  
 
Other Team Members:     
Thomas, Scott 1.212.526.8273 sthomas@lehman.com 
 
Company Description:  
ORA is a renewable energy company focusing on geothermal production with 330 MW in production as of January 2006 and a related 
product sales business. 
 
 



 
EQUITY RESEARCH  

3 

Important Disclosures: 
 

Ormat Technologies (ORA) $ 43.41 (10-Feb-2006) 2-Equal weight / 3-Negative 
Rating and Price Target Chart:    
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Source: FactSet

ORMAT TECHNOLOGIES
As of 08-Feb-2006

Currency = USD

Closing Price Price Target
Recommendation Change Drop Coverage

 

Currency=$   
Date Closing Price Rating Price Target 
27-Jan-06 34.89  29.00 
02-Dec-05 26.56  22.00 
14-Nov-05 21.64  22.00 
24-Aug-05 20.55  22.00 
11-Aug-05 20.49  20.00 
03-Jun-05 16.76  17.50 
 

Date Closing Price Rating Price Target 
23-Mar-05 15.45  16.75 
04-Jan-05 15.82  18.50 
21-Dec-04 16.94  17.00 
21-Dec-04 16.94 2-Equal weight  
13-Dec-04 17.39  0.00 
    
 

FOR EXPLANATIONS OF RATINGS REFER TO THE STOCK RATING KEYS LOCATED ON THE PAGE FOLLOWING THE LAST PRICE CHART. 

Lehman Brothers Inc and/or an affiliate trade regularly in the shares of Ormat Technologies. 
Lehman Brothers Inc. has received non-investment banking related compensation from Ormat Technologies within the last 12 months. 
Ormat Technologies is or during the last 12 months has been a non-investment banking client (securities related services) of Lehman 
Brothers Inc. 

Valuation Methodology: Our target is $29, reflective of a 7.2x IPP EV/EBITDA multiple, a 15.4x IPP P/E multiple, a Renewable PEG ratio 
of 1.8x  a LT growth rate of 22% and $1.50 in NPV for Nevada projects. 

Risks Which May Impede the Achievement of the Price Target: Risks for Ormat Technologies include geological changes that impact 
geothermal performance, regulation, commodity prices, and subordinate structure to Israeli-based parent. 
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Important Disclosures Continued: 
The analysts responsible for preparing this report have received compensation based upon various factors including the firm's total 
revenues, a portion of which is generated by investment banking activities 
 
Company Name Ticker Price (10-Feb-2006) Stock / Sector Rating 
Ormat Technologies ORA  $ 43.41 2-Equal weight / 3-Negative 
 
     
 
Sector Coverage Universe 
Below is the list of companies that constitute the sector coverage universe against which the primary stock, Ormat Technologies, is rated: 
AES Corp (AES) Alliant Energy (LNT) 
Ameren Corp (AEE) American Electric Power (AEP) 
Aquila, Inc (ILA) Cinergy Corp (CIN) 
CMS Energy (CMS) Consolidated Edison (ED) 
Constellation Energy (CEG) Dominion Resources (D) 
DPL Inc (DPL) DTE Energy (DTE) 
Duke Energy (DUK) Duquesne Light Holdings (DQE) 
Edison International (EIX) Empire District Electric (EDE) 
Entergy Corp (ETR) Exelon Corp (EXC) 
FirstEnergy Corp (FE) FPL Group (FPL) 
Great Plains Energy (GXP) Hawaiian Electric Inds (HE) 
ITC Holdings (ITC) Mirant Corp. (MIR) 
NiSource, Inc (NI) Northeast Utilities (NU) 
NRG Energy (NRG) OGE Energy (OGE) 
Ormat Technologies (ORA) Pepco Holdings (POM) 
PG&E Corp (PCG) Pinnacle West Capital (PNW) 
PPL Corporation (PPL) Progress Energy (PGN) 
Public Service Enterprise Gp (PEG) Puget Energy (PSD) 
Sempra Energy (SRE) Sierra Pacific Resources (SRP) 
Southern Co (SO) TECO Energy (TE) 
TXU Corp (TXU) Westar Energy (WR) 
Wisconsin Energy (WEC) Xcel Energy (XEL) 
 
Guide to Lehman Brothers Equity Research Rating System: 
Our coverage analysts use a relative rating system in which they rate stocks as 1-Overweight, 2-Equal weight or 3-Underweight (see 
definitions below) relative to other companies covered by the analyst or a team of analysts that are deemed to be in the same industry 
sector (the “sector coverage universe”). To see a list of the companies that comprise a particular sector coverage universe, please go to 
www.lehman.com/disclosures 
 
In addition to the stock rating, we provide sector views which rate the outlook for the sector coverage universe as 1-Positive, 2-Neutral or 3-
Negative (see definitions below). A rating system using terms such as buy, hold and sell is not the equivalent of our rating system.  
Investors should carefully read the entire research report including the definitions of all ratings and not infer its contents from ratings alone. 
 
Stock Rating  
1-Overweight - The stock is expected to outperform the unweighted expected total return of the sector coverage universe over a 12-month 
investment horizon. 
2-Equal weight - The stock is expected to perform in line with the unweighted expected total return of the sector coverage universe over a 
12- month investment horizon. 
3-Underweight - The stock is expected to underperform the unweighted expected total return of the sector coverage universe over a 12- 
month investment horizon. 
RS-Rating Suspended - The rating and target price have been suspended temporarily to comply with applicable regulations and/or firm 
policies in certain circumstances including when Lehman Brothers is acting in an advisory capacity in a merger or strategic transaction 
involving the company. 
 
Sector View  
1-Positive - sector coverage universe fundamentals/valuations are improving. 
2-Neutral - sector coverage universe fundamentals/valuations are steady, neither improving nor deteriorating. 
3-Negative - sector coverage universe fundamentals/valuations are deteriorating. 
 
Distribution of Ratings: 
Lehman Brothers Equity Research has 1859 companies under coverage. 
43% have been assigned a 1-Overweight rating which, for purposes of mandatory regulatory disclosures, is classified as Buy rating, 35% of 
companies with this rating are investment banking clients of the Firm. 
40% have been assigned a 2-Equal weight rating which, for purposes of mandatory regulatory disclosures, is classified as Hold rating, 6% 
of companies with this rating are investment banking clients of the Firm. 
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17% have been assigned a 3-Underweight rating which, for purposes of mandatory regulatory disclosures, is classified as Sell rating, 76% 
of companies with this rating are investment banking clients of the Firm. 
 
This material has been prepared and/or issued by Lehman Brothers Inc., member SIPC, and/or one of its affiliates (“Lehman Brothers”) and has been 
approved by Lehman Brothers International (Europe), authorized and regulated by the Financial Services Authority, in connection with its distribution in the 
European Economic Area. This material is distributed in Japan by Lehman Brothers Japan Inc., and in Hong Kong by Lehman Brothers Asia Limited. This 
material is distributed in Australia by Lehman Brothers Australia Pty Limited, and in Singapore by Lehman Brothers Inc., Singapore Branch (“LBIS”). Where 
this material is distributed by LBIS, please note that it is intended for general circulation only and the recommendations contained herein does not take into 
account the specific investment objectives, financial situation or particular needs of any particular person. An investor should consult his Lehman Brothers’ 
representative regarding the suitability of the product and take into account his specific investment objectives, financial situation or particular needs before he 
makes a commitment to purchase the investment product. This material is distributed in Korea by Lehman Brothers International (Europe) Seoul Branch.  
This document is for information purposes only and it should not be regarded as an offer to sell or as a solicitation of an offer to buy the securities or other 
instruments mentioned in it. No part of this document may be reproduced in any manner without the written permission of Lehman Brothers.  With the 
exception of disclosures relating to Lehman Brothers, this research report is based on current public information that Lehman Brothers considers reliable, but 
we make no representation that it is accurate or complete, and it should not be relied on as such. In the case of any disclosure to the effect that Lehman 
Brothers Inc. or its affiliates beneficially own 1% or more of any class of common equity securities of the subject company, the computation of beneficial 
ownership of securities is based upon the methodology used to compute ownership under Section 13(d) of the United States' Securities Exchange Act of 
1934. In the case of any disclosure to the effect that Lehman Brothers Inc. and/or its affiliates hold a short position of at least 1% of the outstanding share 
capital of a particular company, such disclosure relates solely to the ordinary share capital of the company. Accordingly, while such calculation represents 
Lehman Brothers’ holdings net of any long position in the ordinary share capital of the company, such calculation excludes any rights or obligations that 
Lehman Brothers may otherwise have, or which may accrue in the future, with respect to such ordinary share capital. Similarly such calculation does not 
include any shares held or owned by Lehman Brothers where such shares are held under a wider agreement or arrangement (be it with a client or a 
counterparty) concerning the shares of such company (e.g. prime broking and/or stock lending activity). Any such disclosure represents the position of 
Lehman Brothers as of the last business day of the calendar month preceding the date of this report. 
This material is provided with the understanding that Lehman Brothers is not acting in a fiduciary capacity. Opinions expressed herein reflect the opinion of 
Lehman Brothers and are subject to change without notice. The products mentioned in this document may not be eligible for sale in some states or countries, 
and they may not be suitable for all types of investors. If an investor has any doubts about product suitability, he should consult his Lehman Brothers 
representative. The value of and the income produced by products may fluctuate, so that an investor may get back less than he invested. Value and income 
may be adversely affected by exchange rates, interest rates, or other factors. Past performance is not necessarily indicative of future results. If a product is 
income producing, part of the capital invested may be used to pay that income. © 2006 Lehman Brothers.  All rights reserved.  Additional information is 
available on request. Please contact a Lehman Brothers entity in your home jurisdiction. 
 
Lehman Brothers policy for managing conflicts of interest in connection with investment research is available at www.lehman.com/researchconflictspolicy. 
Ratings, earnings per share forecasts and price targets contained in the Firm's equity research reports covering U.S. companies are available at 
www.lehman.com/disclosures.  
 
Complete disclosure information on companies covered by Lehman Brothers Equity Research is available at www.lehman.com/disclosures. 
 

 


