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Acorn Energy (ACFN)

Industrial Technology

ACFN: Operating Update; Expect Strong News and Order Flow

Key Metrics

Investment Conclusion

We reiterate our Buy recommendation of Acorn and $7-8 potential
valuation range. We believe the key driver of near-term results is
Acorn’s subsidiary, Coalogix, which provides catalyst regeneration
services to coal-fired electric power plants. We estimate Coalogix’s
potential in the U.S. market alone more than justifies purchase of the
stock. We believe the value of Coalogix, in a few years, could be worth
over $10 per share, after adjusting for minority interests.

Summary

Price $4.51
Rating Buy
52-week Range $8.33-2.56
Cash (M) $19
Debt (M) $1
Debt/Capital 2%
Book Value/Share $3.47
Market Data

Market Cap (M) $70
Enterprise Value (M) $53
Shares Out. (M) 15.6
Float 14.6
10-Day Avg. Vol 49,370
Institutional Ownership 9%

Stock Performance
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Valuation (FTM-E)

EV/Sales 0.8x

P/E-GAAP NM

EV/EBITDA 18.0x

Company Description

eCoalogix announced $3.8M in orders. Last week Acorn’s subsidi-
ary Coalogix announced multiple orders worth $3.8M. Some of the
total amount awarded is for regeneration of catalysts and some for
system management. Importantly, the company competed against
new catalysts and demonstrated better conversion rates of SO, into
SO3;. We continue to expect a sharp ramp in 2H sales when the sec-
ond plant comes on line.

eUnderwater security need highlighted by Gaza blockade. The
blockade of Gaza and the shooting of four scuba divers off the Gaza
coast yesterday highlight the need for underwater detection systems
for multiple purposes. DSIT could benefit from recent events

eDeepwater spill shows fragility of energy supplies. A likely out-
come of the Deepwater spill is much greater regulatory scrutiny and
required documentation of drilling procedures. Over the long-term,
this could be a market for Coreworx. In the medium-term we believe
it highlights the need for more nuclear power which would also bene-
fit Coreworx.

eExpect strong order and news flow. We believe the company will
have strong order and news flow across all of its businesses through
the rest of the year. We have sales ramping in 2Q with the addition
of DDY to Coreworx and the consolidation of Gridsense and US Sen-
sors. In 2H10, revenues are expected to ramp from the opening of
the second Coalogix regeneration plant.

MCF Estimates

Acorn Energy’s five operating subsidi-
aries offer a broad range of products
and services including pollution con-
trol, security systems, software for
document management and project
control, electric grid monitoring and
control equipment and fiber-optic
sensing systems. Acorn’s primary
target market is the massive energy
industry.

FY0O9A FY10E FY11E
Sales (M)
1Q $8.5 $7.9 $19.1
2Q 7.8 10.1 18.1
3Q 6.5 13.3 18.1
4Q 8.6 16.9 19.1
FY (Dec) $31.3 $48.1 $74.4
EV/S 1.7x 1.1x 0.7x
EPS-GAAP
1Q ($0.09) ($0.25) $0.07
2Q 0.03 (0.17) 0.04
3Q (0.11) (0.11) 0.04
4Q (0.33) (0.00) 0.06
FY (Dec) ($0.50) ($0.50) $0.21
P/E NM NM 21.7x



P
(®)]
E

o

=
de

(6]

(0}

T
8

—

)

(]

=)
©

=

MERRIMAN

CURHAN

Acorn Energy (ACFN)

AP PP PN PPN

120 %
120 4

9901
9H+OT

S5t'E
5221
02’2
u]
o

0sz'E

0sz'zg

oooo

0gE'e
05z'zZE
u]

u]
00T'ea
u]
OST'E
02+'+E
0Z6'6E
00t £

3ITT A

o0'o
on'o
228’01
929'01

£80T
05E
LEL
ul

1]

CEL

CEL

oooo

EES
£90's
SLE'L
88L
S6L'E
SOE'0T
00T'a1

ITT+0

w00 §
w00 4

I FAL=}d
99501

5+9
£og
£ae
ul
1]

£ae

884
ShE'E
559°6
001’81

ERSE:=ts]

v00 %
+00 %

[t=l=g=]s
S9E'9T

S+9
£92
£8E
ul
1]

£8g

884
SHH'E
559'6
001’8t

ERa-ts]

L0°0
L0'0
ZPE'OT
ZFT'OT

£80T
05E
LEL
ul

1]

CEL

88L
S6L'E
SOE'0T
00T'a1

31T 1D

(05'0) 4 |ioo'o)
(05'0) 5 |looo)

o

aTa'+T Z+0°9T
a1a'+1 Z+0°9T

(5£62) |(2+]

z81 00z
{£59°)  |teo)
0 0
0 0

(£59°2)  |teo)
(73] ]
(zes’s)  |ieog)

o
o
LT o+
ul

owoo

(£54°2)  |(a#e)
zeg'os | osT'E
] ]
(SET) ]
5'cg | ooF'e

0zZa'e ul=ra

Q/5'EE £08'4
625’58 2+0's
+0T B4 058'91T

30T M4 30T+

(t1'o) 9§
(T1'o) 4

a08'sT
a0g'st

#0£°1)
(6T)
(529°T)
]
]

(529T)
0
(529°T1)
i
0
ob
0

(524°1)
0sT's
]

]
0%

05s
SEF'9
5/8'9
00E'ET

30T ED

(1o 4
[FAS I

BT6+T
6T6"+T

(909'z)
(STT)
(16+'2)
]
]

(T6+'2)
0
(T16+'2)

oo

o

(925°2)
T’
EE
05
=
09%'5
00Tt

307 28

(52'm)
(52'm

SE+'ZT
26+'ZT

(e21'e)

0s
[ELTE)

(BF1°E)
=4

[5ET)
1269

09

20.'E
9FT't
+5a°Y

uhn fs]

$
$

(05'0)
(050}

SHETT
SHHTT

(95/°5)
0z%
(94179)
(62T)
£92

(0TE9)
bhe
($S0°L)

il
E0FT
(1£2)
0

(922'8)
ge'12
Z69'
]
L15'8T
il

538

ZSS'ET
[S{=FAFA
LIETE

60 A4

$
$

(££0)
(zco)

ZES'TT
Z65'TT

(z18'e)
2ot
(022'%)
]
]

(022'+)
zL9
(256'F)

i
0
(+pb)
0

(205'+)
0gs's
z19'2
]
522’5
il

£ok

ZE8'E
PLLP
965’8

60 +0

3
3

(1o
(1r'm

937'1T
931’11

(¥221)
a5
[DZET)

0
£92
[E85T)

zL
[559'T)

o
QLT
LEE
ul

(521'2)
696"
]

]
595+
il
e

1982
Z09°E
£9+'9

g0 £

$
$

e0o
coo
£55'TT
LLETT

EbE
(ce)
08E
0
0

0ge
0ge

ote
52

(515)
SO0
o1
619

#29)
0B+'E
0BE'+
0ge7s

60 20

(60°0)
(600)

SES'TT
SES'TT

BLEE
660°S
a8/+'s

60 TOD

3
3

(69'0)
(69'0)

HLETT
FLETT

(568°4)
PE
[EbT'B)
[9z86)
[095'1)

(£59'G)
(EvE)
[GIE'S)

‘4
1028
[TED'E)
6521

(TT+21)
FEET
+$39'g

]
£99°TT
FFEE
69T'T
g5
EQT'HT
96902

a0 04

$
$

pEIna-543
JI5EE-5d3

paEqn|Ig-s8IEYS
JsEG-58IELS

W27 03 NGURAE 5507 38N
3UT BUI|0JU03-UO N JO 503Ul

5507 381
BSUASPLG 40 585507 LI SIEYS
ELIS1EYEd J0 S85507 Ul 84EYS

aloau] Jan
{asuadx3) Jyausag =el
a0au] ¥ejald

Jualiade|d a3eAld Lo LIED
ablaallod 10 885 UD LIED

asuadxzy ajuewly
uopduwapad dllea uo ueg

awoau] Bunesado
sesusdi3 Gupesado
SjuaLEdW]

LaE 14803 Wody spusplalg
FEOS

03 55830J4d UT

aJsd

JY0Id 55049
S8|ES 40 3500 [E30L
Sanuaagy [E300

June 8, 2010



MERRIMAN
CURHAN
FORD Acorn Energy (ACFN) Buy

FY 08 FY 09 Q110 Q210E Q3 10E Q4 10E| FY 10E | FY 11E

Cash 15,142 11,208 | 18,554 13,862 14,022 14,576 14,576 | 20,436

Restricted Deposit 2,157 1,627 876 276 876 876 876 876

AR 4,524 3,941 3,165 3,050 6,650 2,425 8,425 9,550

Unbilled WIP 551 4,113 3,720 4,000 4,000 4,000 4,000 4,000

Inventary 1,145 1,848 2,430 2,525 3,325 4,213 4,213 4,775

Investment in Comyerge 0 0 0 0 0 0 0 ]

Other 2,080 2,317 2,269 2,918 3,842 4,868 4,868 5,518

Current Assets 25632 | 24,654 | 33,023 29,231 32,716 36,958 | 36,958 | 45,155

PP&E 2,447 3,357 3,212 10,244 10,204 11,560 11,560 11,704
Investment in Comverge 2,462 a u] u] u] u} a ]

Investment in GridSense 129 a} 0 0 0 0 a} 0

Investment in EnerTech 1,117 2,796 2,808 2,808 2,808 2,808 2,808 2,808

Employee Termination Benefits 1,677 2,074 2,175 1,903 1,665 1,457 1,457 B854
Restricted Deposit 570 611 1,185 1,185 a u} a a

Other intangibles 10,357 8,194 10,647 10,412 10,178 9,943 9,942 9,004
Goodill 6,342 6,679 8,174 8,174 8,174 2,174 8,174 8,174
Other assets 313 370 377 485 638 a09 a09 Q17

Total Assets 51,055 48,735 63,601 64,442 66,483 ¥1,709 ¥1,709 78,616

STD 445 430 453 453 453 453 4563 4563

Motes Payahle 3,400 0 ] ] ] 0 0 0

24P 2,285 1,607 2,068 2,723 3,420 4,513 4,513 5,140

2ccrued Payroll 1,314 1,400 1,340 1,765 2,222 2,024 2,024 3,331

Cther 4,350 4,082 6,107 8,042 10,127 13,327 13,327 15,179

Current Liabilities 11,794 8,434 9,978 12,994 16,241 21,227 21,227 24,113

Employee Termination Benefits 2,651 3,129 3,312 2,898 2,536 2,219 2,219 1,301

LTD a 405 379 279 379 379 379 379

Other 487 [alal=] 534 687 Q04 1,146 1,146 1,299

Equity 36,123 36,098 49,398 47,485 46,423 46,739 46,739 51,525

Total Liab & Equity 51,055 | 48,735 | 63,601 64,442 66,483 71,709 | 71,709 | 78,616

Atercer Aleriman and Anooy

Cash Flow Statement FY 08 F¥y 09 Q110 Q210E Q3 10E Q4 10E| FY 10E | FY 11E

Met ig,143)  (5,178) (3,173 (2,491)  (1,685) (z0m| (7,657 2,230

Drizedy, 1,292 1,773 4409 560 875 8279 2,763 3,894
Stock Comp 1,431 1,425 356 278 323 323 1,280 1,357

Other 2,019 1,477 126 (97} 1,125 (39 1,116 (270}
warking Capital (777 (3,02 (660) 2,116 (77) 1,208 2,676 548

Operating Cash Flow (3,272) (5,428) (2,902) 266 361 2,154 179 7,759

Comverge 15,355 3,990 a a a u} a a

EnerTech (7o) (1,000) u] u] u] u} a u]

GridSense (1,889) (550) (200) (1,158) u] u} (1,358) ]

Restricted Deposits (1,219} 389 177 0 0 u] 177 0

Paketeria {2,551) o ] ] ] 0 o ]

EES (200} a u] u] u] u} a ]

Local Power (250} u] 0 0 0 u] u] 0

Corewors (=,000) u] u] u] u] u] u] u]

SCR Tech =113 a u] u] u] u} a u]

1JS5I a (200) 7 (200) (300) (1,500) (1,993} (1,500)
Loans to investee/potential inve (956) (200) u] u] u] u] u] u]

Employee Termination Benefits (51} (377) (33) u] u] u] (23) o]

License Acquisition (2,000) (200} ] ] ] 0 0 0

Capy (1,707 (1582 (20040 (40000 (400) r40m| (5,804  (1,600)
Cash from Investing {1,164 270 {2,055) (5,358 (7o0) (10000 (io,013| (2,100)
Deht (3,808) (3,010)0 u] u] u] u} a ]

Stock 2,860 3,813 12,372 200 200 300 13,272 1,200

Cash from Financing (94a) 2032 12,372 200 200 200 13,272 1,200

Fx (74 21 (69) 0 0 ] (62) 0

Change in Cash [5,458) (4,334) 7,346 (4,692) 161 o354 3,268 5,859

Simtwreer Alerriman amd Ao
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Merriman Curhan Ford Group, Inc. ratings for ACFN (AC0RK ERERGY IMC)
Clozing Price Jun 04, 2010: $4 66

Jul Ot 2008 Apr Jul Oct 2008 Apr Jul Ot 2010 Apr
Legend: & |nvestars.com
B=Buy, T=Frize Target
E2 Initiated/Resumed Positive
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IMPORTANT DISCLOSURES

This research has been prepared by Merriman Curhan Ford & Co., a wholly owned subsidiary of Merriman Curhan Ford Group,
Inc. Some companies Merriman Curhan Ford & Co. follows are emerging growth companies whose securities typically involve a
higher degree of risk and more volatility than the securities of more established companies.

The securities discussed in Merriman Curhan Ford & Co. research reports may be unsuitable for some investors depending on their
specific investment objectives, financial status, risk profile, or particular needs. Investors should consider this report as only a single
factor in making their investment decisions and should not rely solely on this report in evaluating whether or not to buy or sell the se-
curities of the subject company.

Regulation Analyst Certification (“Reg. AC")

All of the views expressed in this research report accurately reflect the research analyst's personal views about any and all of the sub-
ject securities or issuers. No part of the research analyst's compensation was, is, or will be, directly or indirectly, related to the specific
recommendations or views expressed by the research analyst in the subject company of this research report. Research analysts are
not directly compensated for specific revenue generated by the firm’s investment banking transactions/activities.

General Disclosures

MCF & Co. expects to receive or intends to seek compensation for investment banking services for all of the companies in its re-
search universe in the next three months. Investors should assume that MCF & Co. is soliciting or will solicit investment banking or
other business relationships from the companies covered in this report in the next three months.

Security prices in this report may either reflect the previous day’s closing price or an intraday price, depending on the time of distribu-
tion. Designated trademarks and brands are the property of their respective owners.

Specific Disclosures

- MCF & Co. has received compensation for investment banking services within the last 12 months, expects to receive or intend to seek
compensation for investment banking services in the next three months, from Acorn Energy, Inc.

- Within the last 12 months MCF & Co. has managed or co-managed a public offering for Acorn Energy, Inc.

- MCF & Co. makes a market in ACFN and as such buys and sells from customers on a principal basis.

- Neither James Mcllree nor a member of his household owns shares of ACFN.

- Neither MCF & Co. nor its officers, principals, employees, or owners own options, rights, or warrants to purchase ACFN.

- No MCF & Co. employee serves on the board of directors of Acorn Energy, Inc.

- Neither James Mcllree nor a member of his household serves on the board of directors of Acorn Energy, Inc.

- Neither MCF & Co. nor its affiliates beneficially owns 1% or more of an equity security of Acorn Energy, Inc.

Key to Investment Rankings (expected total share price return inclusive of dividend reinvestment, if applicable)

Percent of companies under research
coverage from which MCF & Co. re-
ceived compensation for investment

Description banking services provided in the previ-

ous 12 months or expects to receive or

intends to seek in the next three
months

Percent of No. of

Rating Universe Stocks

MCF & Co. expects the stock price to appreciate
Buy 64% 57 10% or more over the next 12 months. Initiate or 8%
increase position.

MCF & Co believes the stock price is fairly valued

Neutral 35% 31 at current levels. Maintain position or take no ac- 2%
tion.
Sell 1% 1 MCF & Co. expects the stock price to depreciate 1%

over the next 12 months. Sell or decrease position.

MCF & Co. archives and reviews outgoing and incoming email. Such may be produced at the request of regulators. Sender accepts
no liability for any errors or omissions arising as a result of transmission. Use by other than intended recipients is prohibited.

The information contained herein is based on information obtained from sources believed to be reliable but is neither all-inclusive nor
guaranteed by Merriman Curhan Ford & Co. No independent verification has been made as to the accuracy or completeness of the
information. Opinions, if any, reflect our judgment at the time the report is first published and are subject to change without no-
tice. Merriman Curhan Ford & Co. does not undertake to advise you of changes in its opinion or information.

Member FINRA / SIPC. Copyright © 2010. All rights reserved. Additional information supporting the statements in this report is avail-
able upon request.
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