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e Promising strategic repositioning as a supplier of energy to industrial
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e AGO’s contracting business is based on long-term energy supply
contracts, usually with a duration of 15 years, and provides for stable
revenue streams and relatively steady margins.

e  Great growth opportunities for AGO in the biomass segment due to Change 2008E 2009E 20010E
o the upcoming German EEW&rmeG (renewable energy heating act) new oldf new ol new ol
| bsol £ lind ial | | Sales 46.6 - 52.7 - 58.9
e prevalent obsolescence of local industrial energy supply plants EBITDA 21 1 a8 1 =6
e cost advantages of biomass / soaring primary energy prices EPS 0.25 4 om 4 o063
e |ow market penetration of biomass plants in the industrial sector
. . . Internet: www.ago.ag Sector: Industrial
e increasing demand for energy contracting, also due to Basel Il WKN: AOLR41 1SIN: DEOOOAOLRAL5
e demand from industries with cooling requirements which is met by Reuters: AGYG.DE Bloomberg: AGY GY
AGO’s competence in the field of combined heat, power, and cooling
plants (trigeneration) Share data:
Share price (EUR): 3.99
) . . L . h [ : 4.
e The fulfilled entry into the Italian market will give AGO’s growth an Shares OUI.Stahdm.g (m) 0
. . . L. . Market capitalisation (EURm): 16.0
additional boost. In ltaly, feed-in tariffs for electricity from biomass are . )
. . . . Enterprise value (EURm): 22.0
much higher than in Germany. Moreover, trigeneration has been neglected . . ,
@ daily trading volume (6 m., no. of shares): 2,673

in Italy until now and could offer a substantial market potential for AGO.
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EBIT and net income were negative due to one-off effects. Low 52 weeks: 3.65
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e For 2008, we expect significant margin increases due to AGO’s strategic Relative performance (vs. Enty Standard index):
shift towards self-planned projects with less down-side risk than externally 1 month -11.1%
planned projects of uncertain margin quality. This could give a first impetus 3 months -11.2%
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will pick up speed, when further plants will go into service. 12 months :

R . , . Shareholders:
e We expect a significant revaluation of AGO’s stock in the course of the arenorcers
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AGO AG Energie + Anlagen

Investment  thesis

AGO AG Energie + Anlagen is a German specialist for energy generation solutions
with a focus on biomass cogeneration plants. With its business segments Project
Development & Implementation, Plant Operation, and Service & Maintenance,
AGO offers a one-stop shop to industrial and municipal clients. AGO is increasingly
providing its services in the form of contracting, which includes the financing and
operation of a plant and the sale of heat and electricity to industrial clients. This
business is based on long-term energy supply contracts (usually 15 years) and
provides for stable revenue streams and relatively steady margins.

We expect great growth opportunities for AGO in the biomass segment due to

>

the upcoming German EEWarmeG (renewable energy heating act),

>

prevalent obsolescence of local industrial energy supply plants,

>

cost advantages of biomass / soaring primary energy prices,

>

low market penetration of biomass plants in the industrial sector, especially in
markets like Italy,

>

increasing demand for biomass energy contracting, also due to Basel Il,

>

reluctance of industrial clients to long-dated contracts with utilities,

>

demand from industries with cooling requirements (e.g. the Italian food industry)
which is met by AGO’s competence in the field of combined heat, power, and
cooling plants.

The fulfilled entry into the Italian market will give AGO’s growth an additional boost.
Italy offers much higher feed-in tariffs for electricity from biomass than Germany.
Moreover, AGO should be able to profit from its strong know-how in the field of
trigeneration technology. This technology might constitute a unique selling
proposition for the acquisition of Italian clients, as trigeneration has been neglected
in Italy until now.

Since the IPO, AGO's share price had to suffer from bad company news from the
biogas sector. As AGO’s biomass energy plants are fuelled by wood chips, the
price increases of corn or wheat do not affect AGO’s business model, nor does the
current fAFood.Forthishndedveral atherveadores which we specify
in the Financials section of this report, it is inappropriate to lump together AGO and
companies from the biogas or even the biofuel sector.

For 2008, we expect substantial margin increases due to AGO’s strategic shift
towards self-planned projects with less down-side risk than externally planned
projects (e.g. project tenders) of uncertain margin quality. This could give a first
impetus to the share price development. In 2009, AGO’s Plant Operation business
will pick up speed, when further plants will go into service. Over time, the Plant
operation segment will more and more stabilize profit margins. We expect a
significant revaluation of AGO’s stock as soon as the market will realize that AGO
has successfully implemented the new company strategy.

We applied a multiple valuation based on a peer group and a discounted cash flow
(DCF) model. The derived fair value of AGO amounts to EUR 5.71 per share. We
initiate coverage with a BUY recommendation.
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Plant Operation
segment with stable
revenue streams and
relatively steady
margins

Great growth
opportunities for AGO
in the biomass
segment

Italy is an extremely
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AGO
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biogas plant  providers
is inappropriate

We forecast margin
improvements and
expect the share price
to rise in the course of
AGO’s successful
strategy implemen -
tation
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on basis of a fair value
of EUR 5.71
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SWOT analysis
Strengths

™

Z Broad product range, extensive technological know-how and 28 years of
experience in plant engineering result in
0 the ability to supply individual and complex solutions to the customers
o historically proven high flexibility in case of changes in market demand
structure

N¢

Competencies in the biomass segment (construction and operation);
HolSoTherm runs the biomass heating plant in Kélleda since 2002 and the
biomass cogeneration Alperstedt since the end of 2006

Z Steady income streams from long-term energy supply contracts (usually 15
years) with price adjustment clauses regarding the feedstock price development

N¢

The integrated business model (consulting, planning, construction, financing
and operation from one hand) results in shorter project realization time, cost
reduction benefits for clients, and less risks in regard to component costs

Z Very lean and effective project management organization

N¢

High reputation; long-term customer relationships; impressive track-record
within the sector from 28 years of company history

N¢

Board members with long-standing experience in the power plant engineering
industry and deep roots in the company; Mr. Gruber (CFO) belongs to the group
since 1991, and Mr. Peetz (COOQ) since 1979

N¢

Future financial reporting at Prime Standard level

Weaknesses

7 Fierce competition and price pressure in the market for technical building
systems. To a great extent, AGO’s project development business depends on
only a few large projects per year

N¢

Dependency of AGO’s biomass plant business on sufficient long-term
availability of feedstock (wood chips, waste wood, etc.) and feedstock prices
which directly influence the profitability of plants fuelled by biomass

Z Successful international expansion of AGO’s biomass business depends on
foreign renewable energy regulations, like the Italian feed-in regulations

N¢

After the change of company name, the reputation and image of M + W Zander
Energie + Anlagen had to be transferred to the new corporate identity. However,
we believe that the brand awareness of AGO has been greatly enhanced by
large marketing campaigns and the IPO

www.cbseydlerresearch.ag Close Brothers
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Opportunities

7 Growth opportunities in the biomass segment due to

0 the upcoming German EEW&rmeG (renewable energy heating act)

0 prevalent obsolescence of local industrial energy supply plants

0 cost advantages of biomass / soaring primary energy prices

o low market penetration of biomass plants in the industrial sector, especially
in markets like Italy
increasing demand for biomass energy contracting, also due to Basel Il

o reluctance of industrial clients to long-dated contracts with utilities

o demand from industries with cooling requirements (e.g. the Italian food
industry) which is met by AGO’s competence in the field of CHCP

N¢

New strategy allows for margin enhancements:

o Plant operation segment will more and more stabilize profit margins

o In the project development segment, AGO will shift its emphasis towards
self-planned projects with less down-side risk than externally planned
projects (e.g. project tenders) of uncertain margin quality

N¢

Markets like Italy offer much more attractive conditions for the operation of
biomass cogeneration plants than the German market; Italy also offers large
potential for trigeneration as this technology is not so common in Italy

Z Soaring conventional energy prices will lead to even higher acceptance and
marketability of energy from biomass and other renewable sources

Threats

Z A constantly evolving market with changing demand structures requires a very
high technological and operational flexibility. The diverse technological know-
how required by AGO’s wide range of products/services is difficult to maintain
within a small company with limited human and financial resources

N¢

Internationalization and expansion of the group structure involve lots of legal
and organizational issues which might overburden the management structure

N¢

Sourcing risks (potential supply bottlenecks, price increases), as components
and assembly services are purchased on project basis

N¢

In the operation segment, AGO might face risk from machinery breakdowns
after warranty expiration (higher maintenance costs, revenue reduction). In the
case of Alperstedt, AGO is not protected in case of insolvency of the client

N¢

It might not be feasible to realize the aspired off-balance sheet financing of the
plants used for the contracting business. In this case, AGO would not be able to
realize the profits from the construction of these projects in the consolidated
IFRS statements. This would also lead to an extremely inflated balance sheet

Z The success story of biomass is highly dependent on EU politics as well as
national regulations and on prices for conventional energy source

www.cbseydlerresearch.ag Close Brothers
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Valuatio n

Valuation summary

We applied a multiple valuation based on a peer group and a discounted cash flow Valuation on the basis
(DCF) model to derive the company’s fair value. Our peer group comparison of a DCF model and a
indicates a fair value of EUR 5.50 per share. This value includes a 10% valuation peer group comparison

discount by reason of the comparatively much smaller company size and the still
emerging operation and contracting business of AGO. Our DCF model results in a
fair value of EUR 5.91 per share.

For two reasons, the significance of our peer group valuation is slightly limited. Fair value per share is
Firstly, we had to base the valuation on only two companies, since the third EUR 5.71

selected company has been acquired and a squeeze out of the remaining

shareholders is pending. Secondly, the business segments of MVV only partially

reflect AGO’s business model. Nevertheless, as the result from the DCF valuation

is considerably higher, we conservatively weight the lower peer group valuation

result at 50%. In so doing, we derive a final fair value per share of EUR 5.71.

Consolidation of valuation methods

Weighting Fair value
factor per share (EUR)

Peer group valuation (after 10% discount) 50.0% 5.50

DCF valuation 50.0% 5.91

Fair value per share (EUR) 571
On basis of our derived fair enterprise value (EV), we calculated an EV/EBIT Implied multiples
multiple of 13.6 for 2008E and 8.0 for 2009E (see table below). This large spread is reflect the strong
due to the forecasted strong increase in sales and margins. While 2008 will be forecasted  profit
more or less a transition year, AGO’s strategy (focus on plant operation and high- growth

margin projects) will really start to bear fruit from 2009 onwards. Thus, we think that
it is more appropriate to focus on AGO’s multiples for 2009E or even 2010E.

Multiples of  AGO AG on basis of our fair value per share

EBITDA EBIT EPS
EURmM, except EPS (EUR)  2008E 2009E 2008E 2009E 2008E 2009E
Financial estimates for AGO by CBS Research AG: 3.1 4.8 2.1 3.6 0.25 0.51
Fair ~ Market EV /EBITDA EV/EBIT P/E
value  price 2008E 2009E 2008E 2009E 2008E 2009E
Value per share (EUR) 5.71 3.99
Market capitalization (EURm) 22.8 16.0
Enterprise value EV (EURmM) 28.8 22.0
Implied multiples of AGO AG:
- on basis of our fair value 9.2 6.1 13.6 8.0 22.8 11.3
- on basis of the current market price 7.0 4.6 104 6.1 15.9 7.9
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Peer Group Valuation

On one hand, AGO is an established implementation-oriented developer of energy Comparability of
plants which are fueled by oil or gas as well as wood chips. On the other hand, the possible peer group
company is currently shifting its business model more and more towards plant companies has to be
operation and energy contracting. In order to derive a fair value of AGO’s share, we analysed

have to analyze accurately the comparability of other business models.

Since the IPO, AGO’s share price had to suffer from bad news from the biogas AGO has been lumped
sector, particularly from Schmack Biogas. For instance, the indexed share price tog et her with biogas
development of Schmack and AGO gives a clear indication of this influence. plant supplier — s...

Performance of  Entry Standa rd Index , AGO and Schmack Biogas

20

Entry Stondord Index TR
' | -=-— RE0 AE ENERGIE +
U IR SCHMACK BIOGAS A

I 1 1 1 1 1 1 1 1 1 1 1 1 1 1 -100
20JuL - 10AUG 31 21SEF 120CT  2HOM 23 14DEC  4JRHDS 25 15FEE  7MAR 25 18APR

In our view, it is inappropriate to lump together AGO and companies from the ...although  AGO is not
biogas sector. AGO is not comparable to providers and operators of biogas plants comparable to players
because of the following reasons: inthe biogas sector

A Even though a few biogas companies like Schmack have also entered the
biogas plant operation segment, these companies still try to generate growth
mainly in the field of plant construction. AGO, in contrast, will generate future,
sales growth mainly in the Plant Operation segment from contracting
agreements (sale of heat and electricity). In the project development segment,
AGO will not expand capacities, in order to avoid higher fixed costs in
combination with unexperienced staff. This is exactly the combination which
lately affected the profitability of most biogas companies.

A Biogas plants largely utilize corn, raps-seed, wheat etc. as feedstock, whereas
AGO’s biomass heat and power plants are fired by wood chips or waste wood.
Especially in 2007, biogas feedstocks experienced a strong price increase
which resulted in a substantial slowdown of demand within the sector.
Obviously, these price increases of corn or wheat do not affect AGO’s business
model, nordoest he current fiFood or Fuel 06 debate

A Biomass plants usually have to be erected close to the cultivation areas of their
feedstock in order to operate efficiently. Thus, biogas plants are not applicable
to provide large quantities of energy to industrial clients on a regular basis, as
they require much more cultivation area for a specific output than biomass
plants fuelled by wood.

A AGO has a much broader business scope than the biogas companies. AGO
business ranges from the construction of traditional heat plants and refrigeration
engineering to the erection of cogeneration and trigeneration plants.

www.cbseydlerresearch.ag Close Brothers
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From a valuation perspective, a company which is rather well comparable to AGO Thenergo is rather well
is Thenergo. The company is based in Antwerp, Belgium, and listed on Alternext, comparable
Paris. Thenergo is a fully integrated developer and operator of sustainable energy

projects using natural gas, biomass, and biogas. With its segment fenergy

production from biogas and biomassq the company is active in the production and

sale of energy from biomass as well as in the trade of related green power and

CHP certificates. In 2007, Thenergo’s revenues increased by the factor 5.5. With

the acquisition of 51% in the publicly listed ENRO AG (now tse AG), a German
biomass-to-energy company, Thenergo secured a foothold in Germany and stands

in competition with AGO. The company’s European growth strategy focuses on

decentralized CHP development and opportunities in the biomass sector.

We included two more companies in our peer group which at least partially reflect MVV and Techem
AGQ’s operation and contracting business. These are MVV Energie and Techem. parti ally reflect AGO’s
However, a problem arises from the recent take-over of Techem and the pending operation/  contracting
squeeze out of the remaining free shareholders. The current share price and the business

resulting multiples of Techem are determined by the anticipated compensation in
the context of the squeeze out. Thus, we did not include the multiples of Techem in
our valuation, though we do show Techem’s data in the tables below.

...but Techem’s share
price is determined by
the squeeze out

Peer group: Company data in EURm

Company name Market EV Sales EBITDA EBIT EPS (EUR)

cap. 2008E 2009E 2008E 2009E 2008E 2009E 2008E 2009E
MVV Energie AG 2,093 3,332 2,614 2,675 409 422 255 264 1.75 1.88
Techem AG 1,441 1,859 593 634 181 188 119 126 2.78 3.25
Thenergo 187 133 54 93 16 36 12 30 0.41 0.59
Average 1,240 1,775 1,086.8 1,133.6 202.1 215.3 128.4 140.0 n/m n/m
MVV Energie AG is the largest publicly listed municipal utility network in Germany. MVV Energie AG

MVV’s core business is the supply of electricity, district heating, gas and water as
well as services related to these main activities. In its business segment
Environmental Energy, MVV also operates three biomass power plants for
decentralized electricity generation. However, these plants accounted for only 1.2%
of MVV's total sales in FY 2006/07. MVV is also pushing more and more into the
industrial clients segment by offering energy contracting solutions. But the bulk of
MVV’s sales and profit still comes from its traditional utility’s business. AGO’s
comparability to MVV is also limited by the large difference in company size
regarding sales volume and market capitalization

Techem AG is Germany’s leading provider of energy services with emphasis on Techem AG
the housing and commercial real estate sector. Energy Services, the company’s
core business segment, includes meter reading and billing services as well as
equipment needed to accurately meter energy and water consumption. In its
second business segment, Energy Contracting, the company supplies readily
usable forms of energy (electricity, heat and refrigeration) on the basis of long term
contractual agreements. As a contractor, Techem is one of AGO’s competitors.
Even though this part of Techem’s business is comparable with AGO’s contracting
business, we have to keep in mind that Techem’s Contracting business contributed
only 18.8% (EUR 105m) to total revenues of FY 2006/2007 and 25.3% in 1Q
2007/08, respectively.

www.cbseydlerresearch.ag Close Brothers
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Because of the pending squeeze out, we excluded the multiples of Techem, and
used the average of MVV’s and Thenergo’s multiples for the valuation of AGO. We
applied these multiples to our financial forecasts for AGO. We deducted AGO’s net
financial debt and the estimated market value of the minority interest from the
derived enterprise values. In case of the P/E valuation, we directly calculated the
fair market value of AGO.

Peer group : Multiples

@ Close Brothers

We excluded Techem
in our valuation

Company name EV /EBITDA EV/EBIT P/E
2008E 2009E 2008E 2009E 2008E 2009E

MVV Energie AG 8.1 7.9 13.1 12.6 18.1 16.9

Techem AG 10.3 9.9 15.7 14.8 22.0 18.8

Thenergo 8.4 3.7 11.6 45 28.3 195

Average 8.9 7.2 134 10.6 22.8 18.4

Average without Techem AG 8.3 5.8 12.3 8.5 23.2 18.2

EURmM, except EPS (EUR) EBITDA EBIT EPS

2008E 2009E 2008E 2009E 2008E 2009E

AGO AG: Financial estimates CBS Research 31 4.8 21 3.6 0.25 0.51

Applied multiples: Peer group average excl. Techem 8.3 5.8 12.3 8.5 23.2 18.2

Enterprise value (derived) 25.8 27.7 26.1 30.9 - -

+ Excess cash and marketable securities 5.6

- Financial debt and minority interest -11.5

Market capitalization (derived) 19.8 21.7 20.1 249 23.3 36.8

Average 24.4

Premium (discount) vs. Peer Group -10%

Fair market capitalization (after discount) 22.0

Number of shares (m) 4.0

Fair value per share (EUR) 5.50

From our multiple valuation, we derived a market-oriented fair value of equity of
EUR 24.4m for AGO. Since AGO is much smaller than MVV and depends strongly
on the growth of the still emerging operation and contracting business, a valuation
discount of 10% appears appropriate. After this discount, the fair value of AGO
amounts to EUR 22.0m, according to our peer group valuation. This results in a fair
value of EUR 5.50 per share.

DCF valuati on

Our Discounted Cash Flow (DCF) model is based on the following assumptions:

Weighted average cost of capital (WACC): On basis of the current long-term
yields of German federal bonds, we set the risk-free rate at 4.0%. We assumed an
equity risk premium of 8.0%, and a debt risk premium of 2.5%. Since AGO’s stock
has been listed on the stock exchange for only ten months, AGO’s historic adjusted
beta of roughly 1.3 (based on a weekly interval) cannot be used for our WACC
calculation. Anyway, a better approach would be to use the average beta of a peer
group. Since the companies of our peer group are not sufficiently comparable to

Fair value per share
from our peer group
valuation is EUR 5.50
after discount

Assumptions:

WACC of 11.0 5%
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AGO in regard to the business model and company size, this approach is not
practicable as well. Instead, we fundamentally deduced a beta of 1.24, taking into
account the nature of the industry, the dimension of the company, as well as the
financial and operating leverage of AGO. For the calculation of AGO’s WACC, we
furthermore assumed a long-term target equity ratio at market values of 70%.
These premises lead to a WACC of 11.05%.

Phase 1 (2008-10E): We estimated the free cash flows (FCF) of phase 1 according
to our detailed financial forecasts for this period stated in the Financials section.

Phase 2 (2011-17E): For Phase 2, we started out from more general assumptions.
We allowed annual sales growth to decrease successively to 5.3% in 2017E,
resulting in a CAGR 2011-17E of 6.3%. As a conservative assumption, we
incorporated a decline of the EBIT margin to 7.3% in 2017E into our model.

Phase 3: For the calculation of the terminal value, we applied a long-term FCF
growth rate of 2.0% which equals the estimated long-term inflation rate. This

@ Close Brothers

Phase 1 : Detailed
financial forecasts

Phase 2: Decreasing
growth rates and EBIT
margins

Phase 3: 2% growth for
Terminal value

assumption theoretically corresponds to a real-term zero growth, since we use a
nominal discount rate (WACC).

Based on these assumptions, we calculated a fair value of the operating business DCF model res ultsin a
of EUR 29.6m. After deduction of AGO’s net financial debt and the estimated fair fair value of EUR 5.91
value of the minority interest, the resulting fair value of equity is EUR 23.6m. The per share
fair value per share amounts to EUR 5.91.
Discounted Cash Flow Model
PHASE 1 PHASE 2 PHASE 3
EURmM 2008E 2009E 2010E 2011E 2012E 2013E 2014E 2015E 2016E 2017E e}
Sales 46.6 52.7 58.9 63.8 68.6 73.3 78.1 82.7 87.3 91.9
Sales growth 12.8% 13.0% 11.8% 8.4% 7.4% 6.9% 6.5% 5.9% 5.6% 5.3%
EBIT 21 3.6 4.3 4.9 5.3 5.6 5.9 6.2 6.5 6.7
EBIT margin 4.5% 6.9% 7.3% 7.6% 7.8% 7.7% 7.6% 7.5% 7.4% 7.3%
Income tax on EBIT -0.7 -1.2 -1.4 -1.6 -1.8 -1.9 -2.0 -2.1 -2.2 -2.2
Depreciation and amortisation 1.0 11 1.3 13 15 15 1.6 1.6 1.7 1.8
Change in long-term provisions 0.1 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Change in net working capital -1.4 -0.8 -0.5 -0.4 -0.4 -0.4 -0.4 -0.3 -0.3 -0.3
Net capital expenditure -1.4 -1.6 -1.7 -1.7 -1.7 -1.7 -1.7 -1.7 -1.7 -1.8
Free cash flow -0.3 1.2 2.1 25 3.0 3.2 35 3.7 4.0 4.1
Present values -0.3 1.0 1.5 1.7 1.8 1.7 1.7 1.6 1.6 1.4 16.0
Present value Phase 1 2.2 Risk free rate 4.00% Target equity ratio 70.0%
Present value Phase 2 11.5 Equity risk premium 8.00% Beta (fundamental) 1.24
Present value Phase 3 16.0 Debt risk premium 2.50% WACC 11.05%
Total present value 29.6 Tax shield 33.4% Terminal growth 2.0%
+ Excess cash/Non-operating assets 5.6 Sensitivity analysis
- Financial debt -11.2 Terminal growth (Phase 3)
- Minority interest (est. market value) -0.3 1.0% 1.5% 2.0% 2.5% 3.0%
10.0% 6.48 6.76 7.07 7.42 7.82
Fair value of equity 23.6 10.5% 5.95 6.19 6.45 6.75 7.09
WACC 11.0% 5.48 5.68 5.91 6.17 6.45
Number of shares (m) 4.0 11.5% 5.05 5.23 5.43 5.64 5.89
12.0% 4.67 4.82 4.99 5.18 5.39
Fair value per share (EUR) 5.91
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@ Close Brothers Seydler

[

Research AG
The Company
Short profile
AGO AG Energie + Anlagen, headquartered in Kulmbach, is a German specialist Provider and operator  of
for energy generation solutions with a focus on biomass heat and power plants. energy generation
These plants are fuelled by wood chips or waste wood, but not by agrarian systems with focus on
feedstock like corn or wheat. AGO’s business is segmented into Project biomass and contracting
Development & Implementation, Plant Operation, and Service & Maintenance of
energy supply facilities. Covering all these parts of the value chain, AGO offers a
one-stop shop to industrial and municipal clients. AGO is also increasingly
providing its services in the form of contracting, which includes the financing and
operation of a plant and the sale of heat and electricity to the client.
Established as a spin-off from ASK Kulmbach in 1980, the company demonstrates Integrated business
a long track record in the area of plant engineering and construction and has model enables a swift
gradually developed into an implementation-oriented developer. The technological project realization
expertise of AGO’s employees (127 only at Holding level) ranges from the
construction of traditional heat plants and refrigeration engineering to the erection
of cogenerations (combined heat and power plants, CHP) and very complex
trigeneration plants which deliver combined heat, cooling and power (CHCP).
AGQ’s future growth driver is the operation of heat (and power) plants for industrial Plant operation is the
customers on the basis of conventional and regenerative energy sources. In view of future growth driver

the business opportunities arising from renewable energy usage, AGO has put a

focus on the construction and operation of plants fuelled by wood chips. This kind

of feedstock has clearly to be distinguished from agrarian products which are used

for the biogas or biofuel production. T h u s , the current @flood or Fuel 0 debate
the price increases of corn or wheat do not affect AGO’s business model. Due to

relatively high capital and operational requirements, complex biomass cogeneration

and trigeneration plants offer large potential for contracting agreements.

Business model

Project Development & Implementation Plant Operation
- Planning - External operator of energy supply
- Plant engineering - Raw material / fuel management
- Financing

Service & Consulting
- Inspection and maintenance
- Location studies and location development
- Energy efficiency consulting
- Emission trading management

Source: AGO, CBS Research AG
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Group structure

Together, the group companies focus mainly on the supply of energy to industrial Differentiation
locations. Within this structure, AGO AG acts as an implementation-oriented project between operating and
developer. The group’s project companies (currently the shelf companies AGO project companies
Bioenergie I, 11, 111) will be the vehicles for contracting projects that are planned and

constructed by AGO AG and operated by separate operating companies.

Due to the historical development, AGO’s subsidiary HolSoTherm GmbH not only Central function of
operates the biomass cogeneration plant in Alperstedt, but also owns and operates HolSoTherm wit  hin
the biomass cogeneration in Kdlleda which supplies heat to a local engine plant of the Plant Operation
Daimler since 2002. Over the last years, HolSoTherm has developed from an business

engineering office for decentralized energy solutions to a plant operating company
with the ability of offering energy solutions based on biomass as well as
conventional combustibles. In the context of the joint biomass cogeneration project
Alperstedt in 2006, AGO acquired a 49.0% stake in HolSoTherm from caverion
GmbH and expanded this stake to 74.5% in April 2007. HolSoTherm will also be
responsible for the operation of future plants in Germany, except for the projected
biomass heat plant in Ohrdruf, which will be operated by Bioenergie + Wéarme
Ohrdruf GmbH (BEW). Revenues from the operation of Ohrdruf (except for the
revenues from the heat supply) are shared between AGO, which holds a stake of
50% in BEW, and the joint venture partner. As of the beginning of 2008, AGO
directly holds 100% in BMHKW Alperstedt GmbH (before: 50% AGO AG and 50%

HolSoTherm).

In order to realize its international ambitions, the company founded AGO energia, ltalian market is
Torino, in January 2008. AGO energia will be the operating company for the Italian tackled in cooperation
market and will establish local project companies. AGO holds a 55% stake in this with local partners

subsidiary while the remaining 45% are held by the Italian investors Roberto Sacco
and Paolo Gioia.

Company structure

AGOAGEnergie + Anlagen

74.5% 55%
100% 100% 100% 50%
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Shareholder structure

AGO’s main shareholder is caverion GmbH, holding a stake of 59.25%. AGO’s AGO benefits from
management currently owns 5.10% of the total shares, with the remaining stake mam sh.arer;%lde.r S
hold by public shareholders. International business

The caverion group is the second largest player in the German market for technical
bulding systems, also called HVAC (heating, ventilating, and air conditioning). AGO
is often involved in caverion projects and particularly benefits from caverion’s
international business network.

Shareholder structure

B Caverion GmbH
B Management

Free float
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Business segments

AGO’s business is segmented into Project Development & Implementation, Plant

Operation, and Service & Maintenance.

Expertise  applied
withi nthree business
divisions

Business segments

Project Development & : Service &
. Plant Operation .
Implementation Consulting

S
o
=)

S
i)
o &
T o
= oo
(=)
g:
3°
<

and product range

AProject development with focus on
efficient implementation

AFast readiness for operation
through parallel project
implementation phases

ATremendous cost savings

AEnvironmentally sound

Anvestment free / Off-balance
ACost advantages, synergy effects
Aincreased supply safety
ADecrease of the energy usage
AEmissions reduction

ANo emission trading obligation

AA O rstop-shopping”

-c% " /Biomass cogeneration plants AExternal operator of energy Anspection and maintenance
28 AThermal engineering plant supply plants AAnalysis/development of locations
B = . ) _ )
25 ,constructlon ARaw material / fuel management  iconsulting of companies regarding
o ARefrigeration plant construction - Extensive availability analysis energy efficiency

ATrigeneration :ﬁ;;;gd cooling demand AEmission trading management

AContracting - Raw material logistics and

procurement

AMaintaining values / Safeguarding
functions

ACost optimization

Andependency / Neutrality

AFull-scope professional competence

AEconomical/ecological consideration

AFast implementation

AExperience from >2000 projects

Project Development and Implementation

Established as a spin-off from ASK Kulmbach in 1980, the company demonstrates Competitive advan  tage :
a long track record in the area of plant engineering and construction and has Integrated business
gradually developed into an implementation-oriented developer. This means that, in model allows for s wift

the majority of cases, AGO does not transfer developed projects to an external projectr ealization
general contractor, but implements the projects by itself up to the start of operation.
This one-stop offer combined with AGO’s extensive experience allows a parallel
implementation of project phases speeding up the project realization time. Thus,
the company can reduce the usual project development cycle by 6-12 months. An
example of such swift project realization cycle was the biomass cogeneration in
Alperstedt which has been implemented within 14 months. The swift project
realization combined with high technological know-how lead to cost and time saving

effects for AGO’s clients.

One of the company’s core competencies is to combine various engineering
technologies in order to provide innovative and efficient power generation plants.
The technological expertise of AGO ranges from the construction of traditional heat
plants and refrigeration engineering to the erection of cogenerations (combined
heat and power plants, CHP) and very complex trigeneration plants which deliver
combined heat, cooling and power (CHCP). Up to now the company has built more
than 150 cogeneration modules in different power classes.

Wide technological
spectrum
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Parallel project realization phases : Example Alperstedt cogeneration plant

Technical construction

Plant operation

Oct Dec Feb Apr Jun Aug Oct Dec >
AGO, with its highly experienced technicians, is able to react very flexibly to Proven flexibility of
technological developments and shifts in demand, as the company does not AGO in dynamically
develop nor manufacture own components and is not associated with any of its changing market S
component suppliers. During the last decades, AGO has proven this flexibility
several times, facing several different technology cycles. On the other hand,
although the company has built up an excellent network of technology suppliers,
AGO faces sourcing risks (potential supply bottlenecks, price increases), as
components and assembly services are purchased on project basis.
Plant Operation
In its business segment Plant Operation, AGO operates heat (and power) Great expertise in
generation plants and supplies industrial locations with energy from regenerative plant operation,
and conventional sources. Plant operation particularly involves the raw materials particularly with
and fuels management, including raw material procurement, logistics, warehousing, biomass feedstocks
and quality assurance. HolSoTherm, the main plant operating company of the AGO
group, has long-standing expertise in the processing of wood chips or waste wood
into energy. HolSoTherm has also built up a network of suppliers which secures
AGO’s raw material needs in the German market. In order to secure steady
fulfillment of the client’s energy need and stable energy generation costs, AGO has
entered into long-term contractual agreements with its feedstock suppliers.
AGO group has years of experience as an external operator for clients such as Long -standing
HUK Coburg or DAW-Ramstadt and has proven its ability to secure the energy experience in the
supply of big companies. HolSoTherm owns and runs a biomass heating plant in supply of large
Kélleda. This plant has a thermal energy output of up to 5 MW and provides heat to industrial clients
an engine plant of Daimler AG since 2002.
Since the end of 2006, HolSoTherm also operates the biomass cogeneration in AGO has constructed
Alperstedt which was developed and constructed by AGO. This plant is AGO’s one of the largest ORC
reference project in the field of biomass cogeneration and one of the largest ORC biomass cogeneration
biomass cogeneration plants in Europe (ORC is a thermodynamic cycle which plants in Europe and is
converts heat into work by use of a high molecular mass organic fluid instead of also operating this
water). The Alperstedt plant has an installed capacity of 19 MWth and 1.7 MWel, plant

respectively, and supplies an output of 63 MWh of thermal energy and 13.3 MWh of
electricity per annum to one of the largest greenhouses in Germany.
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With its new build and operate strategy, AGO targets mainly industrial clients with
considerable energy outsourcing potential. The group plans to generate most of its
future sales growth in the operation segment, particularly by concluding contracting
agreements. Since its IPO on 28 June 2007, AGO has announced the construction
and subsequent operation of three biomass heating stations and biomass
cogeneration plants respectively as well as the extension of the heat plant Kdlleda
for Daimler. More details to this are given in the Strategy as well as in the
Financials section.

Service and Consulting

Another part of AGO’s integrated business model is the offering of services and
maintenance for the plants erected and operated by AGO as well as, to a
significant extent, for third-party plants. The company aims to deliver the maximum
possible value retention as well as the assurance of the function and cost
optimization over the entire lifetime of its clients systems and equipments. The
company employs a range of specialists covering all the different technologies like
refrigeration, furnace or air conditioning technology. AGO also executes the
redevelopment and expansion of plants via its in-house assembly team.

In addition, AGO offers its customers comprehensive consulting services on
energy-related issues (such as energy efficiency) as well as the financing aspects,
prepares energy studies and develops alternatives to the current energy generation
concepts. Moreover, AGO supports its clients in topics related to emission
reduction and emission trading. Two employees trade emission certificates for
AGOQO’s clients. The company’s service segment is available at 24/7 to all its clients.
Due to strong competition, a further substantial expansion of the service and
consulting business would only be possible by means of price competition resulting
in deteriorating margins. However, this segment represents a key element in
AGO’s business model as a customer acquisition device for AGO’s other
segments.

@ Close Brothers

OBuild & operate 6ona
contracting  basis will
be AGO’s central
strategy

Maximum possible
value retention for
clients

Emission trading
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Company strategy

In 2006, AGO started the implementation of a new strategy comprising the Strategy focus:

following main pillars: Operation of biomass -
fuelled plants within

A Focus on biomass (especially cogeneration plants fuelled by biomass) contracting agreement S

A The plants developed by AGO are offered to the clients primarily on the basis of
a contracting model. Thus,th e Comp any 6 s ivites will shift feom paid c t
project implementation to refinanced project implementation. AGO’s aim is the
supply of industrial companies with heat and refrigeration, as well as the
generation of electricity that is largely fed into the public network on the basis of
the feed-in tariffs according to the German EEG or the respective national
regulations in foreign markets.

A In the project development segment, AGO will shift its focus away from
externally planned projects (e.g. project tenders) of uncertain margin quality to
self-planned projects with less down-side risk. These projects will also have less
assembly requirements and will make AGO more independent from assembly
costs which can fluctuate heavily according to market conditions, as seen in
2007.

A In the future, sales growth will be generated mainly in the Plant Operation
segment from contracting agreements (sale of heat and electricity). In the
project development segment, AGO will not expand capacities, in order to avoid
higher fixed costs in combination with unexperienced staff. This combination
can easily affect the profitability of a company’s project business, as it was the
case with some providers of biogas plants, lately.

S

International expansion.

S

Discontinuation of the loss-making ventilation/airconditioning division in order to
concentrate on the profitable business segments.

Operat ionsegment and biomass as the new growth driver S

In 2007, the Project Development & Implementation segment represented nearly Plant Operation
80% of the group’s sales revenues (sales from discontinued operations excluded). enables a broader
Sales and profit margins in this segment can be rather volatile since a big revenue base and
proportion of the revenues depend on the realization of only few projects, and higher margins
miscalculations of large fixed-priced projects can lead to extremely negative

impacts on overall profitability.

The operation of own biomass cogeneration plants, which is AGO’s new strategic Advantages of the
emphasis, has the following advantages for AGO: plant operation
business
A High visibility: More steady income streams from long-term energy supply
contracts (usually 15 years) with price adjustment clauses regarding the
feedstock price development

A Increase of revenue: Boost of sales on basis of only relatively minor expansion
in personnel

Increase of margins (see above)

A Upper entry barrier compared to the plant engineering business
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According to the management, the amortization of the initial investment can take up
to 8 years for the German market and only 2 years for the Italian market. Per year,
the company plans to realize 3 to 4 plant projects with 5-20 MWth for its operation
segment. AGO’s future revenue generation process is based on the following
concept:

@ Close Brothers

3-4 projects per year
will be developed for
Plant Operation

Future revenue generation process

4 revenue

I nvestment

Revenues from operation
I Margin

80%
Financing

20%
Equity

| | B X |

Plant Operation

Year O Year 1 Year 2 Year 3 é Year 10

Relatively high capital requirements increase the barriers for new entrants into the
energy operation business. In order to build up an energy plant, AGO has to
undertake rather high initial investments. AGO plans to contribute a 20% equity
share to the total amount to be invested. Thus, AGO has been strengthening its
capital basis by retaining profits and going public. Furthermore, the company is
improving its communication channels to gain a better access to the capital market.

Energy ¢ ontracting

Energy contracting stands for a contractual relationship between an energy supplier
(contractor) and a client (contractee) in which the contractor is responsible for the
supply of the heat and/or power required by the contractee. Therefore, contracting
is a long-term energy supply commitment in terms of financing, development,
implementation and operation of a power generation plant by an energy supply
company for one or more customers.

A contracting agreement with AGO regarding a biomass energy generation plant
offers the following advantages to the client:

A The client gets a customized biomass energy plant utilizing the newest
technology without capital expenditure and corresponding capital consumption

With the energy plant built close to the point of consumption, large energy
saving potentials can be realized, as up to 30% of energy losses resulting from
transportation can be avoided.

Cost and time savings due to AGO’s integrated business model

Release from the obligation to participate in emissions trading in accordance
with the German Greenhouse Gas Emissions Trading Act (TEHG).

www.cbseydlerresearch.ag
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Energy ¢ ontracting

Contractee Deconsilidation of assets

(client)

Taking over of the

Energy supply agreement excisting facilities

Loan/Leasing
Bank / Contractor
Leasing company (e.g. AGO)
Instalment / Consilidation of assets

leasing rate

Due to the tougher economic conditions in the past, many German companies have
simply neglected to invest in their energy supply facilities. This led to an obsolete
condition of industrial energy facilities in Germany and a backlog of investments in
this area. Meanwhile, the ongoing price increase of traditional energy sources (gas
and oil) is pushing the companies to renew their inefficient energy facilities. In
areas with sufficient woodland, the usage of wood chips or waste wood for the
fueling of heating plants gets more and more economically attractive.

Aft er t he i nt r od manycompanies prefeitB ausauilce their energy
generation to external operators in order to reach a higher equity ratio. For these
companies, contracting is an interesting possibility not to burden the own balance
sheet. Particularly in the case of complex biomass cogeneration plants, the capital
and operational requirements are very high. For these reasons, we believe that
there will be a brisk demand for AGO’s contracting solutions, especially from
medium-sized and small companies.

Internationalization

In the past, AGO has already been involved in a number of projects in foreign
countries, but mainly as a subcontractor through projects led by AGO’s main
shareholder caverion GmbH. For instance, the company has taken on the planning
part of caverion projects in Russia and Dubai. However, with the construction of
four cogeneration plants for the city of Serres in Greece, AGO lately started to
conduct its own international projects.

In order to actively tackle other European markets, AGO’s new strategy comprises
the founding of foreign subsidiaries in cooperation with local partners. By
establishing AGO energia, Torino, in November 2007, the company has gained
access to the Italian market. Italy features a much more attractive regulatory
framework in regards to biomass. Feed-in tariffs for electricity generated from
biomass can sum up to 30 cents per kWh which is much higher than in Germany.
AGO’s extraordinary technological know-how combined with a cooperation
agreement with the local energy provider Pre Ambiente puts the company in
preeminent strategic position to penetrate the Italian market.

In order to avoid the direct competition with Italy’s big utilities (Eni, Enel), AGO is
concentrating on the market segment of medium-sized plants with around 1 MWel

@ Close Brothers

B acklog of investments
regarding energy plants
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demand for  energy
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and 3 to 4 MWth. The focus on plants with up to 1 MWel has the advantage that the
sale of electricity results directly in revenues via feed-in tariffs, whereas electricity
from power plants with capacities above this level is subsidized indirectly through
the green energy certifications scheme.

A further advantage of the Italian market relates to the mediterranean climate of the
country which results in a high market potential for trigeneration (combined heat,
cooling and power plants). In the summer time, excess heat from AGO’s heat and
power plants can be used in absorption cooling units. The refrigeration can be
promoted as an attractive byproduct to industries with need for refrigeration, like the
food, dairy or synthetics industry. Up to now, trigeneration based on absorption
technologies is rarely used in Italy, according to AGO.

Although the company has realized a first project in Greece, we do not see
substantial opportunities for AGO in regard to the plant operation business in this
market. This is due to the country’s lack of suited biomass. The same conclusion
can be drawn for the Spanish market. Although the French market is still
underdeveloped regarding the regulatory framework, we consider it as a potential
market for AGO in the long run due to AGO’s already existing contacts in France
and the relatively high energy prices in this country. AGO’s management also
considers a future entry in the Romanian market, where sufficient woodland is
available, and AGO’s lItalian investors have already business relationships to
Romanian companies. In the short run, however, the management wants to focus
primarily on the potentials of the Italian market before further market entries.

Sales & Marketing strategy

AGOQO’s main sales & marketing channels are shown in the chart below:

Sales & marketing channels

Multiplication platforms

ACozncept plus e.V.
ABavarian dairy industry
AFederation of Employers

Direct Marketing
Exploring potentials from

market surveys such as
AGO s Valentum report

&,

j Existing base of\

regular customers
from 28 years of business
+ customer base of main

sharholder (caverion

Events

Selection of target
customers on special
events regarding
energy efficiency

Project tenders

APublic tenders
ALimited tenders
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On basis of a market survey provided exclusively for AGO, the company has
identified more than 290 target customers in its primary regions of the German
market (Bavaria, Baden-Wurttemberg and Thuringia) which can be addressed by
direct marketing measures.

In Italy, sales will be pushed by five associates on location by way of a cooperation
with Pro Ambiente srl. Plaus (Bozen). Pro Ambiente is a planner of biomass
cogeneration plants/ biomass heating stations, and has a long-established, broad-
based sales structure in Italy with more than 20 freelance collaborators. AGO has
already located around 500 Italian target customers, mainly food makers,
storehouses, and producers of synthetics. According to AGO’s management, the
company has already explored 44 business opportunities with concrete offers for
nine of them.

@ Close Brothers

Over 290 potential
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Market and regulatory framework

Solid biomass : Competitive and eco -friendly
A few words on biomass

AGQO’s main strategic emphasis lies on the development and implementation as Combustion of b iomass
well as operation of energy supply plants fuelled by biomass. Biomass can be is carbon neutral

defined as renewable organic matter such as agricultural crops and residue, wood

and wood waste, animal waste, aquatic plants and organic components of

municipal and industrial wastes. Biomass is part of the carbon cycle. Carbon from

the atmosphere is converted into biological matter by photosynthesis. On death or

combustion the carbon goes back into the atmosphere as carbon dioxide. Thus, the

use of biomass for energy production is considered as CO; neutral, as long as the

resources are not depleted without replacement (e.g. afforestation).

Wood chips are much cheaper than oil and gas

As a supplier of biomass energy for the industry, AGO’s business is sensitive to the Increasing oil and gas
market price development of traditional energy sources. The rising costs of oil and prices give AGO’s
natural gas are boosting the market opportunities for AGO, since biomass energy business a boost

gains in attractiveness. Especially in areas with sufficient woodland, decentralized
energy solutions based on wood chips get more and more economically attractive.
As indicated by the chart below, wood chips were the cheapest combustible over
the whole period under review. Even though the price was increasing over the last
years, the overall price per kWh generated by the combustion of wood chips was
still significantly below that of the conventional sources.

Development of energy prices, 2003 -2007
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Climate policy: EU leads the way
Since the submission of the Green Paper (2000) and the enactment of the EU Almost in all EU
directive (2001/77/EC), many European countries have significantly increased the countrie s increasing
share of the renewable energy within the total energy consumption. For example, share of renewable
Germany has more than doubled the proportion of renewable energy in its final energy on primary
energy consumption from 2.8% in 2000 to 5.8% in 2005. According to the report energy consumption

fRenewabl e energy sour ce6ermanys FedegalMiesgyd publ i shed by
for the Environment, Nature Conservation and Nuclear Safety (BMU) in June 2007,
the share of the renewable energy on primary energy consumption (PEC) for the
total EU-27 countries have increased by 15.5% from its 2000 level and amounted
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to a total proportion of 6.7% in 2005. As indicated by the chart below, biomass was
by far the most important source of alternative energy within the total renewable
energy sector for most of the European countries.

Use of renewable energy sources in selected EU countries, 2005
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In the light of a growing EU-wide dependency on imports from primary energy, the
EU commission underlined with its paper A European strategy for sustainable,
competitive and secure energ y @ublished in March 2005, the importance of
alternative energy sources, especially biomass.

In January 2008, the European commission released the long-awaited The new EU targets for
differentiated national targets for the share of energy consumption coming from Germany and Italy,
renewable sources and the targets for emission reduction. The package seeks to offer great growth
deliver the European Union a reduction of greenhouse gases by at least 20% and potentials

an increases in share of renewable energy (RE) on total energy supply to 20% by
2020 (2005: 8.5%). For AGO’s most important market, Germany and Italy, the EU
proposed the following targets until 2020:

EU targets  for AGO’s main geographical markets

Targeted reduction in Targeted share of
CO, output renewable energy
(Basis year: 2005) until 2020
0,
Germany g (2002;??.8%)
0,
Italy -13% 17%

(2005: 5.8%)

Both countries even plan to outstrip these targets (see below). For AGO, these
targets provide excellent general conditions for further growth in its two major
markets.
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German market

Regulatory  framework  for renewable energy in Germany

AGO ’s future success is closely related to the development of the biomass energy German EEG initiated
sector. Since the replacement of the Electricity Feed-in Act (StrEG, from January strong growth of
1991) by the Renewable Energy Act (EEG) in April 2000, electricity based on renewable energies

renewable energy experienced a strong growth.

Under the current EEG, electricity generation from biomass is relatively unattractive Electricity from

in Germany, especially in comparison to AGO’s second geographical market, Italy. biomass is rather
The feed-in tariffs do not provide a sufficient mark-up on the cost of biomass unattractive in
electricity generation to balance the risks (e.g. possible price increases of biomass Germany

feedstock). Thus, operators of biomass fuelled plants concentrate mainly on heat
generation. In this context, the main disadvantage of large CHP plants is that the
generated heat energy cannot be efficiently utilized due to insufficient heat demand
from industrial location close to the energy plant. Consequently, the focus in
Germany is on small and medium sized CHP plants, which are heat-led. Heat-led
means that the plant’s capacities are geared to the heat supply. Thus, the
electricity production of the plant is rather low, and the (rather expensive) turbine is
not used to capacity.

The upcoming German renewable energy heating act (EEWarmeG) will regulate EEWarmeG offers new
the use of renewable energies in the heating sector and will offer new growth potential for AGO
perspectives for AGO in its domestic market. The new legislation is expected to be

enacted in mid of 2008. According to the current draft version, residential and non-

residential property builders are committed to provide more than half of their new

building’s (constructed from 2008 onwards) energy demand from renewable energy

sources. Furthermore, the German government’s market incentive program

foresees incentives of EUR 350m in 2008 and EUR 500m in 2009.

Germanr enewable energy market and the biomass segment

According t o t he B MU publication i e v eShagrep 6 eomtentio®af Renewa

Ger many i n 20 dn7March 200Bpbthei skare eodrenewable energy on energy sourcesi  nFEC
final energy consumption (FEC) was 8.5%, with a total energy contribution of 222.0 still above 91% in
TWh (1 TWh =1 bn kWh) which led to a CO; reduction of approximately 114m tons Germa ny

in 2007 (Source: BMU).

Final energy consumption in Germany, 2007
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Within the renewable energy sector, biomass energy was the predominant energy
source. This is mainly due to its popularity in the heating sector where renewable
energy contributed 90.2 TWh to the final heat supply. For example in 2006,
biomass accounted for more than 71.0% of the total renewable energy (RE) where
its proportion in the heating sector was over 90%. In contrast, hydropower (41%)
and wind energy (29%) were the most important renewable sources within the
electricity market for the same year.

Structure of energy supply from renewable sources, 2006
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A closer look at the development of the renewable energy sources within the
different energy sectors since the enactment of the EEG reveals that the market
has undergone substantial changes and rapid growth. For the time period 2000 to
2007, the share of renewable energy in total final energy consumption (FEC) has
increased by almost 125% to 8.5%. In the electricity segment, the RE share rose
from 6.3% to 14.2%, in the heating segment from 3.9% to 6.6%, and in the fuel
segment from 0.4% to 6.9%. We expect the heating sector to accelerate much
faster over the next years due to the upcoming EEWarmeG.

@ Close Brothers

Biomass had a share of
71% of total RE and
was particularly
predominant  in the
heating sector

Share of RE on FEC
increased by almost
125 % from 2000 to
2007

Development of renewable energy sources on final energy
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Due to high primary energy prices and Germany’s dependency from oil and gas Germany plans to

imports as well as the ongoing growing demand, the German federal government outstrip EU targets

plans to outstrip the EU set targets. According to the BMU#&hchoffendréng cati on A Th
Development of renewable energy sources in Germany in 20070 , t he f egdowth pplentials

government seeks to reach the following targets for the heat as well as the

electricity market.
25.0%
oo
;\Q>

14.2%

German government energy targets until 2020
30.0%

25.0%-
S° 7 200%
20.0% - ™
15.0% | W 2007

2020
10.0% - 8.5%
6.6%
- . .
0.0%

Share of RE on FE Share of RE on final heat supp Share of RE on final electrici
As indicated by the chart above, the German federal government seeks to expand Approx. 112% increase
the share of renewable energy on final energy consumption by more than 135% expected within the
from its 2007 level until 2020. Regarding the heating sector, the government plans heating sector until
to reach a share of 14% of the final energy consumption which indicates an 2020

increase of 112% from the 2007 level. For the electricity market, an increase of
76.1 % is targeted for the same period (source: BMU).

AGQ’s business emphasis lies in the area of plant development and construction In the renewable

as well as plant operation. According to the BMU, a total turnover of approximately energy sector,p  lant
EUR 24.7bn has been generated from the renewable energy sector in 2007, which operation business is
indicates an increase of almost 36 % relative to the 2005 figures. A closer look at more attractive than

the figures reveals that the plant operation segment (with an increase of 79% to plant construction

EUR 14.0bn in 2007) showed a much higher growth than plant construction business

segment (increase of 3.9% to EUR 10.7bn). This underlines the attractiveness of
the energy plant operation business compared to energy plant construction.

Turnover d evelopment in renewable energy sector, 2005/2007
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Within the plant construction segment, 2007 turnovers from photovoltaic facilities
were highest (43.9%), followed by wind energy with a share of 20.6%. By taking
together biomass electricity and biomass heat plant, the biomass energy plants
contributed more than EUR 2.3bn to total revenues generated from the construction
business. This indicates a 2007 market share of biomass plants of 22.4%. In
contrast, biomass represented with EUR 3.9bn almost 28% of the total turnover in
the plant operation business. Again photovoltaic providers were leading with 44% in
this business segment, too.

For AGO, the biomass sector represents the key market. The following table
reveals that both the heat segment as well as the electricity segment of this sector
were significantly growing from 2005 to 2007 in terms of total turnovers. With a
growth rate of 70.6%, the heating sector grew much faster than the electricity
sector (22.2%).

@ Close Brothers

Share of biomass heat
plant s on total
turnover from plant
construction is> 22%

Biomass heat  se gment
grew by more than
70% within two years

Development of turnovers in biomass heat and biomass electrici

ty market, 2005/2007

Biomass heat sector

in EUR bn 2005 2007 %-Change
Tumover from operation of plants 05 220.0%
Tumover from construction of plants 12 8.3%
Total fumover from biom ass heat sector 1.7 70.6%
Biomass electricity sector
2005 2007 %-Change
Tumover from operation of plants 11 109.1%
Tumover from construction of plants 16 -37.5%
Total tumover from biom ass elecricity sector 27 222%

Separating the biomass market into construction and plant operation business
reveals that the construction sector was in total declining even though the heat
sector showed a small increase of 8.3% from 2005 to 2007. The heating sector is
showing an upward trend. In particular, the heat plant operation business showed
an impressive growth of almost 220%.

As mentioned previously, the EEG has led to a strong increase in number of
installed biomass CHPs since the enactment. The number of biomass CHPs nearly
tripled between 2000 and 2006 to 160, and we expect this trend to continue over
the next years.

Development of CHP installations in Germany
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Contracting  market

Considering all the advantages of contracting as mentioned in Strategy section of
this document, AGO prefers to offer contracting solutions to its clients. Even though
the market is competitive 1 big energy companies as well as small regional
operators are active 1 it offers also big growth potentials since the energy facilities
in Germany are in an obsolete condition, and there are high investment
requirements. According to a market survey carried out by trend:research, the
market potential for contracting is tremendous. In 2003, there were over one million
plants with contracting opportunities, while plant operated by contractors only
reached a market penetration of 5%.

Market potentials for contracting in Germany
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[talian Market

With a renewable share of 5.2% in total energy consumption in 2005, the Italian
market was still underdeveloped compared to many other EU countries. However,
It al ybés gamne ®ouistrig the EU targets (17% until 2020) by increasing
the proportion of renewable energy from the current level of 7% to 22% by 2012.

Development of Italy’s RE electricity market
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Contracting business
is competitive but
attractive, too

Italian market as key
revenue pillar in the
near future

www.cbseydlerresearch.ag Close Brothers



AGO AG Energie + Anlagen

The share of electricity from renewable energy sources on primary electricity
production is expected to boost from 23 TWh in 2006 to 117 TWh in 2020,
corresponding to a CAGR of more than 12% (source: AGO / Terna data and
Position paper Governo Italiano 10/09/2007). Within this tremendous growth
perspective, the proportion of biomass energy supply (heat and electricity) is
expected to increase from 7 TWh in 2006 to 56 TWh in 2020.

The Italian market offers large long-term potential for AGO, mainly because of the
current amendment of the Italian renewable energy legislation. According to the
new legislative norm 222/2007, the feed-in tariff for electricity generated from
biomass can sum up to 30 cents per kWh. This is well above the current tariff level
in Germany. The new regulation foresees a payment of the incentives for 15 years.
The Ministry of Economy has the authority to review the incentives on a regular
basis (3 years) in order to control whether the payments are still justified or not.

The new regulatory framework foresees higher incentives for plants which combust

raw materials from a territorial radius of 70 km ( fi f i | i e Fughermare, énergy)
plants with a capacity of up to 1 MW receive incentives directly through feed-in

tariffs. In contrast, energy providers with plants above 1 MW obtain lower feed-

tariffs and further revenues by the later sale of green certificates (Certificati Verde)

on the market. In order to receive instant cash flows, AGO is focusing on plants

with up to 1 MW, which receive a feed-in tariff of up to 30 cent per kwh. However,

uncertainties in the legal framework remain, as the executive directive (decreti

attuativi) for the law enactment is still awaited.

@ Close Brothers

Tremendous growth
perspectives for the
Italian market

New legislation fosters
biomass

Higher incentives for
small plants

Incentives  in ltalian market

a/Kwh

0.19 (CV = Certificati
0.30 Verde) +0.09 (normal 15years

Feedstock within radius of

7okm remuneration) = 0.28*
. 0.11(CV) + 0.09
FaEEERee EES 6 0.23 (normal remuneration) 12years
>70 km =0.20*

Apart from the incentive scheme, the Italian energy market is also interesting for
AGO from the following perspectives:
e Almost non existing competition in the biomass trigeneration segment
e With its absorption technology the company can promote refrigeration as a
byproduct of CHP
e High level of Industrialization, particularly in Northern Italy, with demand
for local energy plants
e  Supply of raw materials is granted since 29% of Italy’s territory is covered
by woodland (source: AGO)

Extremely interesting
market for AGO
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Competition

Groups of c  ompetitors

In its business segments, AGO faces competition from project developers as well Strong ¢ ompetition in
as from conventional and renewable energy suppliers. In the contracting business, a highly fragmented

there is additional competition from those small engineering planning offices which market

have access to capital. Overall, AGO’s market is highly fragmented and mainly
dominated by small local providers. In a stereotyping manner, the competition
within the sector can be subcategorized as follows:

Main competitor groups

MVV, EnBW, tse AG, UBP, Imtech

EON, Vattenfall, and more
Di lic utili i . ]
iverse public utility companies Energy Braject Demarcaton toAGO:
suppliers developers A Small companies

Demarcation to AGO:

- X A Capital needs
A Focus on large projects

A Biogas
Getec, Dalkia Energycontracting Heidelberg
Demarcation to AGO: Demarcation to AGO:
A Experienced contractors A Small company
A High market penetration A Focus on small biomass cogeneration plants
A Tendency to biogas A Capital needs
AGO AG Energie + Anlagen
Parallel projectdevelopmentassures:
[ Rapidity I Costreduction I Lowcostrisk

Even though the chart above gives a rough overview, it is not easy to categorize
the respective competitors clearly, since some companies cover more than one
business segment, whereas other companies focus on only a niche segment where
they have developed a predominant market position.

Traditionally, AGO’s business segment Plant Development & Implementation is Project development:
characterized by fierce competition among a vast number of players. Apart from Dominated by small
many small regional players, there are also a few big players within this segment regional operators

such as Imtech, which has its roots in the building facility management and belongs
to the Imtech N.V. group in the Netherlands. Other big market players are the
Thenergo group with its German subsidiary tse AG (former Enro) and Axima which
is part of the Suez Group. Most of these big players offer also contracting solutions.

Within the plant operation market, competition is limited to full service providers Plant operation:
such as the traditional German energy suppliers RWE, EON AG, MVV Energie AG Market is limited to big
and Steag, just to mention a few. Moreover, there is another group of competitors players with strong
with pan-European business focus targeting AGO business segments. These are financial background
companies such as the above mentioned Thenergo, Vattenfall AB with Vattenfall End tec:nological

now -how

Europe AG, Dalkia and Veolia Environnement group. All of these full service
providers have in common, that they possess the technical expertise and the
financial background to cover AGO’s spectrum of services, including contracting
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@ Close Brothers ©

solutions. Apart from these big players there are also a multitude of public utilities,
which have traditionally good relations to municipal energy clients.

As mentioned above, most of the full service providers offer contracting solutions. Contracting:

One important player in the contracting segment is GETEC. Similar to AGO’s new Competitive since all
strategy, GETEC has a clear focus on the contracting business. With its German big player offer
subsidiary GETEC AG, the group has developed considerable knowledge of the contracting

German contracting market.

AGOQO’s difference

Almost 28 years of track record within the sector puts the company in a strong Broad technological
position to face future competition. On e of t he c o mgmaetitiyed s kn@wi -how
advantages is its extensive implementation-oriented know-how covering a broad

spectrum of technologies within the energy generation and distribution sector. AGO

gathered this know-how in the course of the different technological cycles the

company had to undergo in the past. During 28 years of company history, AGO has

faced five different technology cycles and was successful in implementing new

technologies into its business model every time.

Technology cycle

100%

Other
building services engineering
and service/consulting

Biomass-
boiler

Refrigeratinglant

Heatpumps

0%

1980 1985 1990 1995 2000 2005 2006

AGO, with its highly experienced technicians, is able to react very flexibly to Manufacturer
technological developments and shifts in demand, as the company does not independenc y in
develop nor manufacture own components and is not associated with any of its regard of utilized
component suppliers. During its long history, the company has built up an excellent components

network of component suppliers.

Last but not least, AGO has the ability to realize the process of plant development Swift realization of
and construction in much shorter time than most of its competitors. The integrated projects

business model (consulting, planning, construction, financing and operation from

one hand), combined with a lean project management organization and

experienced employees, puts AGO in a position to realize a project and to put a

plant into operation much faster than many other providers. As a result AGO needs

only 12 months from drafting to plant operation, compared to an industrial average

of 18 to 24 months.

www.cbseydlerresearch.ag Close Brothers




AGO AGE ie + Anl
nergie + Anlagen @ Close Brothers

Financials

Historic operati ng and financial development

Although AGO is listed in the Entry Standard Segment of the Frankfurt Stock Reporting at Prime
Exchange, the company will already comply with the financial reporting Standard level
requirements of the Prime Standard. After having published two quarterly reports including adoption
according to IFRS in 2007, AGO just issued its first annual report (FY2007) of IFRS

according to IFRS, including the 2006 IFRS figures. The financial statements of
2004 and 2005 according to German GAAP (HGB) are not comparable to the IFRS
figures, particularly because of the revenue and profit realization according to the
percentage-of-completion method, and also due to the separation of discontinued

operations.

Regrettably, in the quarterly reports, the earnings and expenses from discontinued Quarterly figures 2007
operations had not been separated from earnings and expenses from continuing included disc  ontinued
operations, as it was done for the FY 2007 figures. Thus, we cannot calculate the operations

4Q 2007 figures, and the series of the quarterly figures together with the FY 2007
figures is not really meaningful.

Interim reporting 2007 (incl. discontinued operations) and FY 2007 vs. 2006
IFRS EUR 1,000 1H 2007 3Q 2007 9M 2007 FY2007 FY 2006
Sales 21,147 10,862 32,009 41,344 33,942
YoY growth n/a n/a n/a 21.8% n/a
Gross profit 1,415 -586 829 1,852 3,534
as % of sales 6.7% -5.4% 2.6% 4.5% 10.4%
EBIT 524 -7 517 -266 1,365
as % of sales 2.5% -0.1% 1.6% -0.6% 4.0%
EBT 332 -52 280 -577 1,259
as % of sales 1.6% -0.5% 0.9% -1.4% 3.7%
Net result after minorities 88 5 93 -858 365
- of which from continuing operations n/a n/a n/a -679 814
- of which from discontinued operations n/a n/a n/a -179 -449
At the end of 2006, AGO had decided to give up the loss-making ventilation/ Discontinued
airconditioning division. According to IFRS, this segment is only separately included operations will no
in the bottom line of AGO’s P&L for 2006 and 2007. Details on this segment are longer bu rden AGO’s
given in the table below. From 2008 onwards, there will be no more activities in this results
segment.

Results from discontinued operations

IFRS EUR 1,000 2006 2007
Sales 4,768 2,018
Cost of sales -5,193 -2,247
Other income 50 34
Other expenses -332 -75
Financial expenses -10 -15
EBT =717 -285
Income taxes 268 106
Income from discontinued operations -449 -179
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In FY 2007, AGO improved its sales revenues from continuing operations by 21.8%
up to EUR 41.3m (2006: EUR 33.9m). AGO’s first own project abroad, the
construction of four cogeneration plants for the city of Serres in Greece, boosted
the company’s foreign sales to EUR 9.2m (2006: EUR 0.3m).

In 2007, EBIT deteriorated to EUR -0.26m (2006: EUR 1.4m). On one hand, this
was due to one-off expenses of approximately EUR 1.0m in connection with the
capital increases. Apart from cost of IPO amounting to EUR 0.07m, these were
non-cash personnel expenses in the amount of EUR 0,92m from the take-up of
shares by the management. On the other hand, results were affected by classical
project development jobs in the area of technical building systems which yielded
negative contribution margins. In this context, AGO faced cyclically high assembly
costs which were caused only by extreme market conditions. Such costs will have a
lower impact in the future since the company is currently shifting its focus to self-
planned projects with less assembly requirements. Adjusted by the one-off
expenses of EUR 1.0m, EBIT reached EUR 0.7m which corresponds to an EBIT
margin of 1.8%. The group’s (unadjusted) net result amounted to EUR -0.9m.

On-balance sheet financing of existing p  lants

Since the purchase of the majority in HolSoTherm GmbH in April 2007, AGO AG is
the head of a sub-group. By now, AGO AG has also taken over the other 50% in

@ Close Brothers

FY 2007: Strong sales
growth and a large
project abroad

Adjusted EB  IT margin
was 1.8% in FY 2007

Plants in Kélleda and
Alperstedt are

Biomasseheizkraftwerk Alperstedt GmbH (in the f ol | owi ng cal | érdncedion!| haancet e dt
GmbHO0) which formerly bel onged to Hol Schedter m. The financ

FY2006 were dominated by the following effects from the construction and sale of a
biomass cogeneration plant to Alperstedt GmbH: In the single accounts of AGO
AG, revenues from this sale amounted to 9,5 EURm, and a contribution margin of
nearly EUR 0.7m was realized. Furthermore, AGO AG had placed a subordinated
bearer bond (face amount: EUR 2.5m) in order to partly finance the cogeneration
plant by a loan of EUR 2.75m to Alperstedt GmbH. In AGO’s consolidated
statements, these group-internal revenues were eliminated as well as the
receivables from Alperstedt. The assets (particularly the cogeneration plant with
EUR 8.9m original cost) and liabilities (particularly financial debt of roughly EUR
7.5m) of Alperstedt GmbH were included in the group’s balance sheet. This was
also the case for HolSoTherm’s heat generation plant in Kélleda (book value EUR
1.9m as of December 31, 2006, according to HGB).

Off -balance sheet financing in the future

We are giving these details concerning the P&L and balance sheet effects of on-
balance sheet financing because AGO AG plans to realize further plants in the
context of contracting models. These plants will be operated by a company of AGO
group in order to generate sales from the sale of energy in the group’s Plant
Operation segment. The company plans to realize these plants within the
framework of off-balance sheet concepts. AGO’s management asserted that it will
be possible to achieve the following results from this off-balance sheet financing:
A Sales of the plants realized for contracting models will be approved as group-
external sales, and the resulting profits will contribute to the consolidated profits
of the group.

A AGO plans to contribute with 20%-30% of equity to each project in the course of
the interim financing phase. However, the assets and liabilities resulting from
the project will disappear from the group’s balance sheets after the sale is
completed, at the latest.

A AGO will be able to fully consolidate the sales and profits from the operation
(sale of heat and electricity) of these plants.

Further plants for the
Plant Operation
segment will be
financed off  -balance
sheet

www.cbseydlerresearch.ag Close Brothers



AGO AG Energie + Anlagen

@ Close Brothers

We believe that it might get difficult to structure the transactions as operating
leases since the criteria of IAS 17 are rather confining and might even become

We principally  based
our forecasts on the
described off  -balance

stricter due to IFRS amendments following the problems on the credit markets.
However, we rely on the management’s assessment that it will be possible to
achieve more or less the accounting effects of an operating lease by means of
another structuring, either by the involvement of funds, or by the sale of the plants
to group-external parties which will grant AGO the right of use. Thus we based our
forecasts on the premise that the larger part of the assets related to these projects
will stay off the balance sheet. Nevertheless, to be on the safe side. we did account
for some capital expenditure for the Plant Operation segment.

Sales forecast

For 1Q 2008, AGO announced a record high of EUR 20.7m incoming orders,
compared to EUR 12.1m in 1Q 2007. These orders are mainly related to the
delivery of several energy centres ordered by regular customers. According to
AGO, these are low-risk projects which will not lead to similar negative one-time
effects as some projects did in 2007.

However, sales and profit margins in the Project Development & Implementation
segment can be rather volatile since a big proportion of the revenues depend on
the realization of only few projects, and miscalculations of large fixed-priced
projects can lead to extremely negative impacts on overall profitability. In 2007, the
Project Development & Implementation segment represented nearly 80% of the
group’s sales revenues (sales from discontinued operations excluded). In the
future, AGO intends to grow mainly in the Plant Operation segment instead of
expanding the rather volatile and risky project development business.

We still expect some growth in the Projects segment since AGO plans to realize
group-external sales from the plants realized for its own Plant Operation segment
(see above in the subs e c t Offtbalande sheet financing in the futured. We
expect that up to one third of sales in the Projects segment is going to stem from
the development and construction of plants for the Plant Operation segment, during
the next years. These sales will probably not completely substitute the equivalent
sales volume to third party clients. Nevertheless, we expect the Plant Operation
segment to gain a rapidly growing share in AGO’s total sales revenues.

Sales segmentation
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sheet financing
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Orders received in 1Q
2007 reached a record
high

Most of the forecasted
growth will come from
the Plant Operation
segment

Assumption:  Plants
constructed for
contracting clients will
constitute group -
external sales

Close Brothers



AGO AG Energie + Anlagen

Since its IPO on June 28, 2007, AGO could announce the construction and the
scheduled subsequent operation of two biomass heating stations and one biomass
cogeneration plant as well as the extension of the heating station in Kélleda for the
supply of Daimler. From 2009 onwards, annual sales revenues amounting to a total
of about EUR 5.44m are expected from the operation of only these four plants.
Thus, within the stipulated 15 year period of operation, these plants are expected to
yield EUR 81.6m of relatively reliable and stable sales revenues.

Contracting projects of AGO group

@ Close Brothers

Newly acquired
contracting projects
with reliable and
stable sales revenues
in the future

Clients (Projected) Total Installed Energy output Contract Revenues Revenues over
time of investment  capacity per year period per year the entire
completion (EURm) (years) (EURmM) contract period
(EURmM)

HolSo Therm GmbH: Biomass Daimler
heat plants (original layout) and WWG 2002 26 5 Mwih na 15 0.7 10
HolSoTherm GmbH: Exten- Daimler 3Q 2008 03 n/a n/a 15 05 75
sion of Biomass heat plants
bmhkw alperstedt gmbh: 19 MWth, 53 GWh(th),
Biomass CHP (cogeneration) GBT 4Q 2006 9.5 1.7 MWel 13.3 GWh(el) 15 na na
Gierstadt: Blomass CHP n/a (industrial 4Q 2008 14 0.65 MWel nia 15 0.44 6.6
(cogeneration) area)
Ohrdruf: Biomass heat plant
near Erfurt/Gotha n/a 2Q 2009 6.6 n/a n/a 15 31 46.5
Upper Franconia: Biomass nla 1Q 2009 3.0 6 MWth nfa 15 1.4 21.0

heat plant

Due to strong competition, a further substantial expansion of the Service &
Consulting business would only be possible by means of price competition resulting
in deteriorating margins. We expect only slight sales increases in this segment in
the future. However, this segment represents a key element in AGO’s business
model as a customer acquisition device for AGO’s other segments. Furthermore,
this segment yields a respectable gross margin of roughly 10% at the current sales
level, according to AGO.

Our forecast for the overall sales development is shown in the following chart. For
2009, we expect the strongest impact of the Plant Operation business on the
overall sales growth rate, when the first of AGO’s new plants will start running. The
P&L including the precise sales figures is annexed at the end of this report.

Sales development
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Service & Consulting is
not a growth driver,

but an important and
profitable part of

AGO’s sales mix

Strong forecasted
impact of Operation
segment in 2009
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