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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-Q

™ QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE

SECURITIES EXCHANGE ACT OF 1934
For the quarterly period ended June 30, 200
or

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE

SECURITIES EXCHANGE ACT OF 1934
For the transition period from to

Commission file number: 001-32347
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(Exact name of registrant as specified in its cagrt

DELAWARE 88-0326081
(State or other jurisdiction of (I.LR.S. Employer
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(Address of principal executive offices)
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was required to file such reports), and (2) hasitseddject to such filing requirements for the @stdays. Yesdv!

No O

Indicate by check mark whether the registrant lsnstted electronically and posted on its corpo¥b site,
if any, every Interactive Data File required tospdmitted and posted pursuant to Rule 405 of R&gunl&-T
(8 232.405 of this chapter) during the precedingnbiiths (or for such shorter period that the regigtwas require
to submit and post such files). Y&3 No O

Indicate by check mark whether the registrantlezge accelerated filer, an accelerated filer, @-accelerated
filer, or a smaller reporting company. See therdgdins of “large accelerated filer,” “acceleratddr” and “smaller
reporting company” in Rule 12b-2 of the Exchangé. ACheck one):
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(Do not check if a smaller reporting company)

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Excje
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Certain Definitions

Unless the context otherwise requires, all refeesnia this quarterly report to “Ormat”, “the Compaf,
“we”, “us”, “our company”, “Ormat Technologies” or “our” refer to Ormat Technologies, Inc. and its

consolidated subsidiaries.
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PART | — UNAUDITED FINANCIAL INFORMATION

ITEM 1. CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

ORMAT TECHNOLOGIES, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)
June 30 December 31
2009 2008
(In thousands)
ASSETS

Current assets
Cash and cash equivalel $ 46,026 $ 34,39%
Restricted cash, cash equivalents and marketablgites 35,25¢ 24,43¢

Receivables
Trade 53,32% 49,83¢
Related entity 477 33¢
Other 16,75¢ 15,65¢
Due from Parer 1,951 1,08¢
Inventories, ne 14,60¢ 13,72¢
Costs and estimated earnings in excess of billamysncompleted contrac 14,622 6,982
Deferred income taxe 3,74¢€ 3,00:
Prepaid expenses and otl 8,451 16,22:
Total current asse 195,22( 165,67¢
Long-term marketable securitit 2,058 1,994
Restricted cash, cash equivalents and marketablgises 2,982 2,951
Unconsolidated investmer 33,42¢ 30,55¢
Deposits and othe 17,20¢ 16,87¢
Deferred income taxe 14,157 13,96¢
Property, plant and equipment, 1 972,43 958,18t
Constructiorin-process 469,06¢ 386,50:
Deferred financing and lease costs, 22,911 19,24(
Intangible assets, n 43,297 44,85
Total asset $177275 $ 1,640,80

LIABILITIES AND EQUITY
Current liabilities:

Accounts payable and accrued exper $ 79361 $ 103,33t
Billings in excess of costs and estimated earnargencompleted contrac 14,58¢ 15,67(
Current portion of lon-term debt
Limited and no-recourse 18,29( 6,67¢
Senior secured notes (r-recourse 19,89¢ 20,08
Due to Parent, including current portion of notagable to Parer 9,65( 16,61¢
Total current liabilities 141,787 162,38:
Long-term debt, net of current portio
Limited and no-recourse 124,91 7,81«
Revolving credit lines with banks (full recours 120,00( 100,00(
Senior secured notes (r-recourse 244,58¢ 252,06(
Notes payable to Parent, net of current por — 9,60(
Liability associated with sale of equity intere 108,61¢ 113,32
Deferred lease incomr 73,80¢ 74,427
Deferred income taxe 41,431 33,230
Liability for unrecognized tax benefi 4,077 3,42t
Liabilities for severance pe 17,45¢ 17,64(
Asset retirement obligatic 13,95¢ 13,43¢
Total liabilities 890,63: 787,34!

Commitments and contingenci

Equity:

The Compan'’s stockholder equity:
Common stock, par value $0.001 per share; 200,000%sBares authorized; 45,407,649 and 45,353,12@skesued and outstanding, respecti' 46 45
Additional paic-in capital 704,85« 701,27:
Retained earning 170,40¢ 144,46
Accumulated other comprehensive income (It (59) 64E
875,25( 846,42t
Noncontrolling interes 6,87¢ 7,031
Total equity 882,12¢ 853,45¢
Total liabilities and equit $177275 $ 1,640,80

The accompanying notes are an integral part oetheadensed consolidated financial statements.
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ORMAT TECHNOLOGIES, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND

COMPREHENSIVE INCOME

(Unaudited)

Revenues
Electricity
Product
Total revenue

Cost of revenues
Electricity
Product

Total cost of revenue

Gross margir
Operating expense
Research and development exper
Selling and marketing expens
General and administrative expen
Operating incom:
Other income (expense
Interest income
Interest expense, n
Foreign currency translation and transaction géosses;
Income attributable to sale of equity intere
Other noroperating income, nt
Income before income taxes and equity in incomiew#stees
Income tax provisiol
Equity in income of investees, r
Net income
Net loss attributable to noncontrolling inter
Net income attributable to the Comp’s stockholder
Comprehensive incom:
Net income
Other comprehensive income (loss), net of relesdg:
Currency translation adjustme
Amortization of unrealized gains in respect of dative instrument
designated for cash flow hed
Change in unrealized gains or losses on markessuleritiecavailablefor-sale
Comprehensive inconr
Comprehensive loss attributable to noncontrollimgriest
Comprehensive income attributable to the Com’s stockholder
Earnings per share attributable to the Com’s stockholders
Basic

Diluted

Weighted average number of shares used in compntatiearnings per share
attributable to the Compa’s stockholders
Basic

Diluted
Dividend per share declar

Three Months Ended

June 30,

Six Months Ended
June 30,

$

2009
(In thousands, except per share dat;

60,56
39,67¢

100,23!

44,95¢
27,24

72,20(

28,03t

2,481
3,21¢

5,582

16,75

27€

(4,415)
2,56¢
4,36¢
55C
20,097

(4,479)
35E
15,97¢
77

16,05

15,97«
422

(65)
26C
16,59:
77

16,66¢

0.3t
0.3

45,36¢

45,45

$

0.0¢

2008

2009

2008

(In thousands, excef

per share data)

$ 61,77¢ $123,20( $121,29:
18,447 76,92 2831
80,221 200,12: 149,60t
41,50¢ 88,84: 80,18:
15,70 51,48 23,75
57,21( 140,32° 103,93
23011 59,797 45,67
785 328¢ 1,481

2,02 751  553¢
592¢ 13117 11,95
14,281 3587¢ 26,70
1,052 428 2,09¢
(4,851 (7,709 (9,637
(1,359 9 (1,54
484¢ 853, 816!
30¢ 40C 21
14,28( 37,54: 25,80
(2,619 (7,967 (4,689
40¢ 90E 947
12,07¢  30,48( 22,06

86 15€ 15¢

$ 12161 $ 30,63¢ $ 22,22t
$ 12,07t $ 30,48( $ 22,06'
— 371 —

(74 (130 (149

(136) 26C (410
11,868 30,981 21,50
86 15€ 15¢

$ 11,951 $ 31,137 $ 21,66¢
$ 0268% 0663$ 052
$ O0268% 067$ 052
43,82¢ 45361 42,99
43,97¢  4542f  4312;

$ 005$ 013  0.i1C

The accompanying notes are in integral part ofetoemdensed consolidated financial statements.
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ORMAT TECHNOLOGIES, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF EQUITY
(Unaudited)

The Company's Stockholder’ Equity
Accumulated

Additional Other
Common Stock  Paid-in  Retained Comprehensive Noncontrolling ~ Total
Shares Amount Capital Earnings Income (Loss)  Total Interest Equity
(In thousands, except per share date
Balance at December 31, 20C 4153($ 41 $513,10¢ $103,54! $ 1,38¢ $618,08: $ 4,682 $622,76!
Stock-based compensatic — — 2,074 — — 2,074 — 2,07¢
Cash dividend declared, $0.10 per st — — — (4,379 —  (4,377) —  (4,377)
Issuance of shares of common stock in a block
trade transactio 3,10 3 149,65 — — 149,65¢ — 149,65!
Issuance of unregistered shares of common st¢
the Parent in a private placem: 694 1 33,31« — — 33,31t — 33,31t
Exercise of options by employe 7 21€ 21€ — 21€
Tax benefit on exercise of options by employ — — 68 — — 68 — 68
Increase in noncontrolling interest due to sale of
equity interest in OPC LL( — — — — — — 2,59¢ 2,59¢
Net income (loss — — — 22,22t — 22,22 (158 22,06

Other comprehensive loss, net of related ta
Amortization of unrealized gains in respect o
derivative instruments designated for cash
flow hedge (net of related tax of $92,0( — — — — (149) (149 — (149)
Change in unrealized gains or losses on
marketable securities available-for-s@iet of

related tax of $251,00( — — — — (410) (410) — (410)
Balance at June 30, 200 45,33: $ 45 $698,43 $121,39. $ 82¢ $820,70( $ 7,122 $827,82:
Balance at December 31, 20C 45,35: $ 45 $701,27! $144,46' $ 64F $846,42¢ $ 7,031 $853,45¢

Stock-based compensatic — — 2,72¢ — — 2,72¢ — 2,72¢

Cumulative effect of adopting FSP FAS 115-2 and
FAS 124-2as of April 1, 2009 (net of related t

of $650,000 — — — 1,20¢ (1,205 — — —
Cash dividend declared, $0.13 per st — — (5,897) — (5,899 —  (5,89)
Exercise of options by employe 55 1 852 — — 854 — 854
Net income (loss — — — 30,63¢ —  30,63¢ (15€) 30,48(
Other comprehensive income (loss), net of related

taxes:

Currency translation adjustme — — — — 371 371 — 371

Amortization of unrealized gains in respect of

derivative instruments designated for cash

flow hedge (net of related tax of $80,0( — — — — (130) (130) — (230
Change in unrealized gains or losses on

marketable securities available-for-séiet of

related tax of $144,00( — — — — 26( 26C — 26(

Balance at June 30, 200 45,40¢ $ 46 $704,85: $170,40¢ $ (59) $875,25( $ 6,87F $882,12!

The accompanying notes are in integral part ofdloesmidensed consolidated financial statements.
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ORMAT TECHNOLOGIES, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net caskigesl by operating activitie:

Depreciation and amortizatic

Accretion of asset retirement obligati

Stocl-based compensatic

Amortization of deferred lease incor

Income attributable to sale of equity interests,afénterest expens

Equity in income of investee

Distributions from unconsolidated investme

Gain (loss) on severance pay fund a

Deferred income tax provisic

Liability for unrecognized tax benefi

Deferred lease revenu

Other

Changes in operating assets and liabilit
Receivable:
Costs and estimated earnings in excess of billimggsncompleted contrac
Inventories, ne
Prepaid expenses and otl
Deposits and othe
Accounts payable and accrued exper
Due from/to related entities, n
Billings in excess of costs and estimated earnargencompleted contrac
Liabilities for severance pe
Due from/to Parer

Net cash provided by operating activit

Cash flows from investing activities:
Distributions from unconsolidated investme
Marketable securities, n
Net change in restricted cash, cash equivalentsremiletable securitie
Capital expenditure
Increase in severance pay fund asset
Repayment from unconsolidated investmr
Net cash used in investing activiti
Cash flows from financing activities:
Due to Parent, n¢
Proceeds from lor-term loan
Proceeds from public offerings, net of issuances
Proceeds from issuance of unregistered sharesnhon stock to the Pare
Proceeds from exercise of options by emplo)
Proceeds from the sale of limited liability companterest in OPC LLC, net of transaction cc
Proceeds from revolving credit lines with ba
Repayments of revolving credit lines with bau
Repayments of lor-term debt
Deferred financing cos
Cash dividends pai

Net cash provided by financing activiti
Effect of exchange rate changes on cash and casveé&nts

Net change in cash and cash equival
Cash and cash equivalents at beginning of pe¢

Cash and cash equivalents at end of pe

Supplemental non-cash investing and financing actities:
Increase (decrease) in accounts payable relategrthases of property, plant and equipn

Six Months Ended
June 30,

2009

2008

(In thousands)

$ 3048( $ 22,06
31,19: 27,84(
52¢ 50¢
2,72¢ 2,07¢
(1,349 (1,349
(4,719 (4,99))
(905) (947)
— 1,317

10€ (2,740
6,62( 1,93¢
652 487

72t —
(70) 32¢
(6,689 (10,110
(7,640 2,04¢
(885) (3,079
7,771 (1,662)
(21) (179
(962) 1,93¢
(139 (217)
(1,08 10,59
(186) 4,00z
(832) (240)
55,33: 49,62:
— 1,43

20C 12,58¢
(10,63) (3,109
(147,61) (177,909
(418) (457)
62 64
(158,40) (167,37)
(16,600 (16,600
132,001 —
— 149,65

— 33,31¢

854 21€

— 63,07
577,001 —
(557,00() —
(10,949 (16,999
(4,889 —
(589)  (4,37)
114,51¢  208,29:
18€ —
11,63 90,54(
34,39: 47,22
$ 46,02¢ $137,76
$ (23,719 $ 10,00

The accompanying notes are an integral part obtheadensed consolidated financial statements.
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ORMAT TECHNOLOGIES, INC. AND SUBSIDIARIES

NOTE TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

NOTE 1 —GENERAL AND BASIS OF PRESENTATION

These unaudited condensed consolidated interimdinbstatements of Ormat Technologies, Inc. asnd it
subsidiaries (the “Company”) have been preparextaordance with accounting principles generallyepted in the
United States of America (“U.S. GAAP”) and pursutimthe rules and regulations of the SecuritiesExchange
Commission (“SEC”) for interim financial statemem&cordingly, they do not contain all informatiand notes
required by U.S. GAAP for annual financial statetsein the opinion of management, the unauditediensed
consolidated interim financial statements refldicadjustments, which include normal recurring adifoents,
necessary for a fair statement of the Company’salafated financial position as of June 30, 2008,donsolidated
results of operations and comprehensive incom#®three and six-month periods ended June 30, 2002008,
and the consolidated cash flows for the six-morttiquls ended June 30, 2009 and 2008.

The financial data and other information disclosethe notes to the condensed consolidated inténiamcial
statements related to these periods are unauditedresults for the three and shoenth periods ended June 30, 2
are not necessarily indicative of the results t@xgected for the year ending December 31, 2009.

These condensed consolidated interim financiagéstanhts should be read in conjunction with the addit
consolidated financial statements and notes thémetaded in the Company’s annual report on ForrKfor the
year ended December 31, 2008. The condensed atatsalibalance sheet data as of December 31, 20£
derived from the audited consolidated financialesteents for the year ended December 31, 2008,dms ot
include all disclosures required by U.S. GAAP.

Dollar amounts, except per share data, in the notteese financial statements are rounded toltsest
$1,000.

Certain comparative figures have been reclassifiembnform to the current period presentation (dete 6).

Concentration of credit risk

Financial instruments that potentially subject @@mpany to a concentration of credit risk consiBigipally of
temporary cash investments, marketable securitidsiacounts receivable.

The Company places its temporary cash investmeititshigh credit quality financial institutions loeal in the
United States (“U.S.”and in foreign countries. At June 30, 2009 and Dexsr 31, 2008, the Company had depc
totaling $28,939,000 and $23,120,000, respectivelgeven U.S. financial institutions that weredilly insured u
to $250,000 per account (after December 31, 20@9d¢eposits will be insured up to $100,000 per aco At
June 30, 2009 and December 31, 2008, the Compedapsits in foreign countries amounted to approtehga
$29,283,000 and $20,377,000, respectively.

At June 30, 2009 and December 31, 2008, accoucesvable related to operations in foreign countries
amounted to approximately $16,168,000 and $14,887 /@spectively. At June 30, 2009 and Decembe2@Q8,
accounts receivable from the Companwiajor customers that have generated 10% or nidi®erevenues amount
to approximately 64% and 45% of the Company'’s antoteceivable, respectively.

Southern California Edison Company (“SCE”) accodrfte 21.1% and 30.7% of the Compasiyotal revenue
for the three months ended June 30, 2009 and 2888ectively, and 19.5% and 30.5% of the Compatoyés
revenues for the six months ended June 30, 2002@0®8, respectively. SCE is also the power puratease
revenue source for the Company’s Mammoth powertplaimich is accounted for separately under thetgqui
method.
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ORMAT TECHNOLOGIES, INC. AND SUBSIDIARIES

NOTE TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)
(Unaudited)

Hawaii Electric Light Company accounted for 4.9%l d16.5% of the Company’s total revenues for theehr
months ended June 30, 2009 and 2008, respectaadly7.4% and 18.6% of the Companiotal revenues for the !
months ended June 30, 2009 and 2008, respectively.

Sierra Pacific Power Company and Nevada Power Coynfsaubsidiaries of NV Energy, Inc.) accounted for
12.0% and 12.4% of the Company’s total revenuesi®three months ended June 30, 2009 and 20Q&ateeely,
and 12.8% and 13.5% of the Company’s total revefarethe six months ended June 30, 2009 and 2008,
respectively.

The Company performs ongoing credit evaluationssafustomers’ financial condition. The Company has
historically been able to collect on all of its ea@ble balances, and accordingly, no provisiordfmbtful accounts
has been made.

NOTE 2 —NEW ACCOUNTING PRONOUNCEMENTS
New accounting pronouncements effective in the sixtonth period ended June 30, 2009
SFAS No. 157 — Fair Value Measurements

Effective January 1, 2008, the Company adoptegtbeisions of Statement of Financial Accountingrigiards
(“SFAS”) No. 157 Fair Value Measurementdn February 2008, the Financial Accounting Stadd&oard
(“FASB") staff issued FASB Staff Position (“FSP"AS No. 157-2Effective Date of FASB Statement No. 157,
which deferred the effective date of SFAS No. 1&7all non-financial assets and liabilities thad egcognized and
disclosed at fair value on a nonrecurring basthénfinancial statements until January 1, 2009. ddhaption of FSP
FAS No. 157-2, effective January 1, 2009 did nateha material impact on the Company’s consolidéitexhcial
statements.

SFAS No. 160 — Noncontrolling Interests in Consodited Financial Statements — an amendment of ARB
No. 51

In December 2007, the FASB issued SFAS No. Nefhcontrolling Interests in Consolidated Financial
Statements — an amendment of ARB No.SFAS No. 160 establishes accounting and repostisngdards for the
noncontrolling interest in a subsidiary and for tleeonsolidation of a subsidiary. It clarifies taatoncontrolling
interest in a subsidiary is an ownership inteneshé consolidated entity that should be reporgedauity in the
consolidated financial statements. SFAS No. 16Qireq retroactive adoption of the presentationdiadliosure
requirements for existing minority interests. Ather requirements of SFAS No. 160 are applied mosgely. The
Company adopted SFAS No. 160 on January 1, 200@uzwethded its presentation and disclosures accdydisee
Note 6).

SFAS No. 141 (revised 2007) — Business Combinations

In December 2007, the FASB issued SFAS No. 14Ji9eev2007)Business Combinations
(“SFAS No. 141R"). SFAS No. 141R establishes pples and requirements for how the acquirer of anegs
recognizes and measures in its financial statentkatslentifiable assets acquired, the liabilisgsumed, and any
noncontrolling interest in the acquiree. SFAS N&LR also provides guidance for recognizing and oméag the
goodwill acquired in the business combination aetddnines what information to disclose to enabkrsisf the
financial statements to evaluate the nature arahfiral effects of the business combination. SFASIMAR is
effective for fiscal years beginning after Decemb®y 2008 (January 1, 2009 for the Company). Thoptah by the
Company of SFAS No. 141R did not have an impadtoeonsolidated financial statements; howeverpitld
impact future transactions entered into by the Camyp




Table of Contents

ORMAT TECHNOLOGIES, INC. AND SUBSIDIARIES

NOTE TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)
(Unaudited)

In April 2009, the FASB issued FSP FAS No. 141Rdcounting for Assets Acquired and Liabilities Ased
in a Business Combination That Arise from Contirnggsh FSP FAS No. 141R-1 amends the provisions related
the initial recognition and measurement, subseguertsurement and disclosure of assets and liabiktiising fron
contingencies in a business combination under SNASL41R Business CombinationsThe FSP will carry forwai
the requirements in SFAS No. 148ysiness Combinationfgr acquired contingencies, thereby requiring thath
contingencies be recognized at fair value on tlygiiagtion date if fair value can be reasonablyreated during the
allocation period. Otherwise, entities would typflizaccount for the acquired contingencies in adaoce with
SFAS No. 5Accounting for ContingenciesThe FSP has the same effective date as SFASN®, nd its
adoption by the Company did not have an impactoodnsolidated financial statements.

SFAS No. 161 — Disclosures about Derivative Instrants and Hedging Activities — an amendment of FASB
Statement No. 133

In March 2008, the FASB issued SFAS No. 1&lisclosures about Derivative Instruments and Hedg
Activities— an amendment of FASB Statement No. 133. SFABNamends SFAS No. 133ccounting for
Derivative Instruments and Hedging Activit, and requires companies with derivative instruméntdisclose
information that should enable financial statemes#rs to understand how and why a company usestiee
instruments, how derivative instruments and reléedged items are accounted for under SFAS No.d88how
derivative instruments and related hedged itenect#f company’s financial position, financial penfiance, and
cash flows. The required disclosures include tivevidue of derivative instruments and their gaindosses in
tabular format, information about credit-risk-reldtcontingent features in derivative agreementstesparty credit
risk, and the compang’strategies and objectives for using derivatigtriiments. SFAS No. 161 expands the cu
disclosure framework in SFAS No. 133. SFAS No. Eoédffective prospectively for fiscal years anceiih periods
beginning after November 15, 2008 (January 1, Z60¢he Company). The adoption by the Company of
FAS No. 161, effective January 1, 2009, did notehar impact on its financial position, results pérations and
cash flows.

FSP FAS No. 157-4 — Determining Fair Value When théolume and Level of Activity for the Asset or
Liability Have Significantly Decreased and Identifyg Transactions That Are Not Orderly

In April 2009, the FASB issued FSP FAS No. 15Détermining Fair Value When the Volume and Level of
Activity for the Asset or Liability Have SignifigthnDecreased and ldentifying Transactions That Wo# Orderly.
FSP FAS No. 157-4 provides guidelines for makirigvalue measurements more consistent with thecipies
presented in SFAS No. 157air Value MeasurementsThe FSP provides guidance to determine fair \saigen
there is no active market or where the price inpeiag used represent distressed sales. It reaffihat
SFAS No. 157 states is the objective of fair vaheasurement, to reflect how much an asset wousblokfor in an
orderly transaction (as opposed to a distresséarced transaction) at the date of the financialeshents under
current market conditions. Specifically, it reafiis the need to use judgment to ascertain if a fdynaetive market
has become inactive and in determining fair valuben markets have become inactive. The FSP istaffcfor the
Company’s interim reporting periods ending on J80£2009. The adoption by the Company of FSP
FAS No. 157-4, effective April 1, 2009, did not lesan impact on its financial position, results péations and
cash flows.

FSP FAS No. 115-2 and FAS No. 124-2 — RecognitiomdaPresentation of
Other-Than-Temporary Impairments

In April 2009, the FASB issued FSP FAS No. 115-8 BAS No. 124-2Recognition and Presentation of
Other-Than-Temporary Impairment&SP FAS No. 115-2 and FAS No. 124-2 providestandil guidance on
accounting and presenting impairment losses orrisiesu The FSP is intended to bring greater coesty to

10
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ORMAT TECHNOLOGIES, INC. AND SUBSIDIARIES

NOTE TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)
(Unaudited)

the timing of impairment recognition, and provideater clarity to investors about the credit andanedit
components of impaired debt securities that areerpécted to be sold. The measure of impairmendirefair
value. The FSP also requires increased and mosedytidisclosures regarding expected cash flows,itcieskes, and
an aging of securities with unrealized losses. H8P is effective for the Company’s interim repagtperiods
ending on June 30, 2009. The effect of adopting B8P on April 1, 2009 is disclosed in Note 5.

FSP FAS No. 107-1 and APB 28-1 — Interim Disclosrabout Fair Value of Financial Instruments

In April 2009, the FASB issued FSP FAS No. 107-@ a®B 28-1 Interim Disclosures about Fair Value of
Financial Instrument. FSP FAS No. 107-1 and APB 28-1 enhance consigterfinancial reporting by increasing
the frequency of fair value disclosures. The FSRipes guidance for fair value disclosures for ingncial
instruments that are not currently reflected oompmany’s balance sheet at fair value. Prior toetifective date of
this FSP, fair values for these assets and liaslltave only been disclosed once a year. The RiSRow require
these disclosures on a quarterly basis, providirgitgtive and quantitative information about feaue estimates
for all those financial instruments not measuredhenbalance sheet at fair value. The FSP is éftefdr the
Company’s interim reporting periods ending on J8@e2009. The disclosures required under this FEpvided
in Note 5.

SFAS No. 165 — Subsequent Events

In May 2009, the FASB issued SFAS No. 185bsequent EventSFAS No. 165 establishes standards of
accounting for and disclosures of events that oafter the balance sheet date but before finastaééments are
issued. This statement also requires disclosutieeoflate through which an entity has evaluatedespEnt events
and the basis for the date. SFAS No. 165 is effedtr interim and annual financial periods endafigr June 15,
2009 (June 30, 2009 for the Company). The Compasyelaluated events through August 5, 2009, threafat
issuance of the financial statements (See NoteTt®).adoption by the Company of SFAS No. 165 didhave an
impact on the Company'’s consolidated financialestegnts.

New accounting pronouncements effective in futuregriods
SFAS No. 166 — Accounting for Transfers of Finandidssets — an amendment of FASB Statement No. 140

In June 2009, the FASB issued SFAS No. ¥&&ounting for Transfers of Financial Assets — areadment
of FASB Statement No. 14@mending the guidance on transfers of financséts in order to address practice is
highlighted most recently by events related toabenomic downturn. The amendments include: (i) ialting the
qualifying special-purpose entity concept; (ii)@anunit of account definition that must be mettfansfers of
portions of financial assets to be eligible foresatcounting; (iii) clarifications and changestte tlerecognition
criteria for a transfer to be accounted for asle; &) a change to the amount of recognized gailoss on a transt
of financial assets accounted for as a sale wheefiotal interests are received by the transfesod (v) extensive
new disclosures. SFAS No. 166 is effective fordlgeears beginning after November 15, 2009 (Janua®p10 for
the Company) for new transfers of financial aseetsirring from that date. The Company is curreatigluating th
potential impact, if any, of the adoption of SFAS.N66 on its consolidated financial statements.

SFAS No. 167 — Amendments to FASB Interpretation NtB(R)

In June 2009, the FASB issued SFAS No. ¥@igndments to FASB Interpretation No. 4§(®hich amends
the consolidation guidance for variable-interedities under FIN 46(R). The amendments includeth@
elimination of the exemption for qualifying specpalrpose entities; (ii) a new approach for deteingirwvho should
consolidate a variable-interest entity; and (ilijpnges to when it is necessary to reassess who
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should consolidate a variable-interest entity. SIS 167 is effective for annual and interim pesgdmkginning
after November 15, 2009 (January 1, 2010 for the@any). The Company is currently evaluating theptial
impact, if any, of the adoption of SFAS No. 167isnconsolidated financial statements.

SFAS No. 168 — The FASB Accounting Standards Codiffion and the Hierarchy of Generally Accepted
Accounting Principles — A Replacement of FASB Statent No. 162

In June 2009, the FASB issued SFAS No. l8& FASB Accounting Standards Codification andHiggarchy
of Generally Accepted Accounting Principles — AlRsment of FASB Statement No. 1&FAS No. 168
establishes the FASB Accounting Standards Codifinats the single source of authoritative U.S. galheaccepte
accounting principles recognized by the FASB t@applied by nongovernmental entities. SFAS No. K&ffiective
for interim and annual periods ending after Septmibh, 2009 (September 30, 2009 for the Comparhg. T
Company is currently evaluating the potential infp#che adoption of SFAS No. 168 on its consokdifinancial
statements.

NOTE 3 —INVENTORIES
Inventories consist of the following:

June 30, December 31

2009 2008

(Dollars in thousands)
Raw materials and purchased parts for asse $ 7427 % 7,64¢
Selfmanufactured assembly parts and finished proc 7,182 6,07t
Total $14,60¢ $ 13,72«

NOTE 4 —UNCONSOLIDATED INVESTMENTS
Unconsolidated investments, mainly in power plaotssist of the following:

June 30, December 31

2009 2008
(Dollars in thousands)
Mammoth $31,59¢ $ 30,13
Sarulla 1,44: —
OLCL 387 42¢
Total $33,42¢ $ 30,55¢

The Mammoth Power Plant

The Company has a 50% interest in the Mammoth P&\egrt (“Mammoth”), located near the city of
Mammoth, California. The purchase price was leas the underlying net equity of Mammoth by appraatiety
$9.3 million. As such, the basis difference willdmortized over the remaining useful life of thegerty, plant and
equipment and the power purchase agreements (“BP#sich range from 12 to 17 years. The Companyaips
and maintains the geothermal power plants undeparating and maintenance (“O&M”) agreement. The
Company’s 50% ownership interest in Mammoth is aoted for under the equity method of accountinthas
Company has the ability to exercise significaniuiefice, but not control, over Mammoth.
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The condensed financial position and results ofatpens of Mammoth are summarized below:

June 30, December 31
2009 2008
(Dollars in thousands)

Condensed balance shet

Current assel $13,65¢ $ 8,251
Non-current assel 67,68¢ 69,78
Current liabilities 1,44¢ 721
Non-current liabilities 3,30z 3,171
Partner’ capital 76,59¢ 74,13"
Six Months Ended
June 30,
2009 2008

(Dollars in thousands)
Condensed statements of operatic

Revenue: $9,45¢ $9,49¢
Gross margir 2,56¢ 2,781
Net income 2,45¢ 2,63¢€
Compan’s equity in income of Mammaot|

50% of Mammoth net incomr $1,22¢ $1,31¢
Plus amortization of basis differen 297 297

1,52¢ 1,61¢
Less income taxe (580) (613)
Total $ 94¢€ $1,00z

The Sarulla Project

The Company is a 12.75% member of a consortiumiwisiin the process of developing a geothermal powe
project in Indonesia with expected generating ciypaé approximately 340 MW. The project is locaiedTapanuli
Utara, North Sumatra, Indonesia and will be ownedi @perated by the consortium members under tiheefrark
of a Joint Operating Contract with PT Pertaminat@®eonal Energy PGE. The project will be construdtethree
phases over five years, with each phase utilizieg@ompany’s designed and supplied power generatiitg of
110 MW to 120 MW. The consortium is currently negtihg certain amendments to the PPA, including an
adjustment of commercial terms, and intends togedavith the project after those amendments havenhe
effective.

The Company’s investment in the Sarulla project matssignificant for each of the periods preseriteithese
condensed consolidated financial statements.

NOTE 5 —FAIR VALUE OF FINANCIAL INSTRUMENTS

As described in Note 1, the provisions of SFAS Nex were adopted by the Company on January 1, 2008
financial assets and liabilities and on Janua0D9 for non-financial assets and liabilities.

SFAS No. 157 clarifies that fair value is an exitp, representing the amount that would be reckigesell an
asset or paid to transfer a liability in an ordernsaction between market participants. As siadhyalue is a
market-based measurement that should be deterrasedl on assumptions that market participants waeédn
pricing an asset or liability. SFAS No. 157 estsitdis a fair value hierarchy that prioritizes thmuis to valuation
techniques used to measure fair value. The hieyagistes the highest priority to unadjusted quotadgs in active
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markets for identical assets or liabilities (Letaheasurements) and the lowest priority to unolad#evinputs
(Level 3 measurements). The three levels of thevue hierarchy under SFAS No. 157 are descridsdolw:

Level 1 Unadjusted quoted prices in active mariteds are accessible at the measurement date fatidek
assets or liabilities;

Level 2 Quoted prices in markets that are not activ inputs that are observable, either direatly o
indirectly, for substantially the full term of tlasset or liability;

Level 3 Prices or valuation techniques that requipaits that are both significant to the fair value
measurement and unobservable (supported by litth® anarket activity).

The following table sets forth certain fair valudarmation at June 30, 2009 and December 31, 2008 f
financial assets and liabilities measured at falue by level within the fair value hierarchy, aslvas cost or
amortized cost. As required by SFAS No. 157, asseddiabilities are classified in their entiretgded on the lowe
level of inputs that is significant to the fair ualmeasurement.

Cost or Amortized
Cost at June 30 Fair Value at June 30, 200¢
2009 Total Level 1 Level 2 Level 3
(Dollars in thousands)

Assets:
Current asset:
Cash equivalents (including restricted cash
accounts $ 12,347  $12,347 $12347 $ — $ —
Derivatives* — 49t — 49t —
Non current asset
llliquid auction rate securities (including
restricted cash accounts) ($7.3 million par
value), see belo 6,58( 5,03¢ — — 5,03¢

$ 18,927 $17,87¢ $12,347 $ 49t $5,03¢

Cost or Amortized
Cost at December 31 Fair Value at December 31, 200
2008 Total Level 1 Level 2 Level 3
(Dollars in thousands)

Assets:
Current asset:
Cash equivalents (including restricted cas
accounts $ 18,89: $18,89: $1889. $ — $ —
Derivatives* — 625 — 625 —
Non current asset
llliquid auction rate securities (including
restricted cash accounts) ($11.2 million

par value), see belo 11,16( 4,94¢ — — 4,94¢
Liabilities:
Current liabilities:
Derivatives* — (721) — (721) —
$ 30,05. $23,74( $18,89. $ (96) $4,94f

* Derivatives represent foreign currency forward aption contracts which are valued primarily based o
observable inputs including forward and spot pricesurrencies
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The Company’s financial assets measured at fairev@ihcluding restricted cash accounts) at Jun@G09
include investments in auction rate securitiesraodey market funds (which are included in cashedents).
Those securities, except for the illiquid auctiatersecurities, are classified within Level 1 & fhir value hierarct
because they are valued using quoted market pgrics active market.

The Company’s auction rate securities are valugtyusevel 3 inputs. As of June 30, 2009, all of the
Company'’s auction rate securities are associatddfailed auctions. Such securities have par veatiotding
$7.3 million and $11.2 million at June 30, 2009 &etember 31, 2008, respectively, all of which hiagen in a
loss position since the fourth quarter of 2007 téfisally, the carrying value of auction rate seties approximated
fair value due to the frequent resetting of theriest rates. While the Company continues to eaendst on these
investments at the contractual rates, the estinratattet value of these auction rate securitieongér
approximates par value. Due to the lack of obsdeviadarket quotes on the Company'’s illiquid auctiate
securities, the Company utilizes valuation modedd tely exclusively on Level 3 inputs includingn@ng other
things: (i) the underlying structure of each segu(ii) the present value of future principal ainterest payments
discounted at rates considered to reflect the tamiogy of current market conditions; (iii) considéon of the
probabilities of default, auction failure, or rephase at par for each period; (iv) assessmentsusiterparty credit
quality; (v) estimates of the recovery rates ingkient of default for each security; and (vi) ollezapital market
liquidity. These estimated fair values are subjecincertainties that are difficult to predict. Té#re, such auction
rate securities have been classified as LeveltBarair value hierarchy.

The table below sets forth a summary of the chairgé® fair value of the Company'’s financial asset
classified as Level 3 (i.e., illiquid auction raecurities) for the six months ended June 30, 20@92008:

Six Months
Ended June 30,
2009 2008

(Dollars in thousands)

Balance at beginning of peric $4,94¢ $8,361

Sale of auction rate securiti (40 —
Total unrealized gains (losse

Included in net incom (280 (32¢)

Included in other comprehensive income (l¢ 411 (589)

Balance at end of peric $5,03¢ $7,45¢

Effective April 1, 2009, the Company adopted thevisions of FSP FAS No. 115-2 and FAS No. 124-2 (th
“FSP”) which requires an entity to separate anmsthan-temporary impairment of a debt security itwto
components when there are credit-related lossesiassd with the impaired security for which manmaget does
not have the intent to sell the security, and itag more likely than not, that it will be requiréo sell the security
before recovery of its cost basis. For those stesyithe amount of the other-than-temporary inmpairt related to a
credit loss is recognized in earnings and refleeted reduction in the cost basis of the secuaity, the amount of
the other-than-temporary impairment related to iothetors is recorded in other comprehensive la#s mo change
to the cost basis of the security. For securitiesmhich there is an intent to sell before recovarthe cost basis, the
full amount of the other-than temporary impairmisntecognized in earnings and reflected as a rexfut the cost
basis of the security. Upon adoption of the FS® Gbmpany reclassified $1.2 million (net of tax€$@7 million)
to other comprehensive loss with an offset to netdiearnings related to other-than-temporary-impext charges
previously recognized in earnings. This cumula#ffect adjustment relates to auction rate secarfte
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which the Company does not have the intent toasellwill not, more likely than not, be requiredsll prior to
recovery of its cost basis.

For the auction rate securities for which the Comypaad the intent to sell upon adoption of the H&P,
cumulative effect adjustment was required. The Camgpsold these securities ($3.9 million par vafoe)
consideration of $0.4 million and recorded a gdi@3 million during the quarter ended June 3@R0he
cumulative loss for these securities was $3.5 onilkks impairment charges of $3.8 million were rdedrthrough
earnings prior to the sale of the securities insth@ond quarter.

The amount of credit losses represents the difteréetween the present value of cash flows expé¢ctid
collected on these securities and the amortized €he credit loss was calculated as the differdrateeen the
current cash flows discounted at present valubdekpected cash flows at the date of purchasean#lgsis
incorporates managemesitiest estimate of current key assumptions, inetuthie default rate of such securities
probability of passing auction.

The change in other-than-temporary impairment wsgging the three months ended June 30, 2009 @tas n
material.

The funds invested in auction rate securities tiage experienced failed auctions will not be adbéssintil a
successful auction occurs, a buyer is found outsidee auction process or the underlying securitgach maturity.
As a result, the Company has classified those giemuwith failed auctions as long-term assetstendonsolidated
balance sheets as of June 30, 2009 and Decemb20(3.,

The Company continues to monitor the market fotianaate securities and to consider the markatisaict (if
any) on the fair market value of the Company’s stieents. If current market conditions deterioratghfer, the
Company may be required to record additional impairt charges in the rest of 2009.

The fair value of the Company’s long-term debt appnates its carrying amount, except for the foliogv

Fair Value Carrying Amount
June 30 December 31 June 30 December 31

2009 2008 2009 2008

(Dollars in millions) (Dollars in millions)
Orzunil Senior Loan $ 72 % 92 $ 72 % 9.C
Olkaria Ill Loan 86.¢€ — 90.C —
Amatitlan Loan 42.¢ — 42.C —

Senior Secured Note

Ormat Funding Corg*OFC”) 116.2 114.¢ 150.¢ 155.2
OrCal Geothermal In¢*OrCa”) 106.% 103.¢ 113.¢ 116.¢
Parent Loar 10.C 26.1 9.6 26.z

The fair value of OFC Senior Secured Notes is ddterd using observable market prices as theseitesuare
traded. The fair value of other long-term debtésedmined by a valuation model which is based ooraentional
discounted cash flow methodology and utilizes aggions of current market pricing curves.

NOTE 6 —NONCONTROLLING INTEREST

In June 2007, a wholly owned subsidiary of the Canyp Ormat Nevada Inc. (“Ormat Nevada”), enterad in
agreements with affiliates of Morgan Stanley & @od Lehman Brothers Inc., under which those invediave
purchased, for cash, interests in a newly forméxisiiary of Ormat Nevada, OPC LLC (“OPC"), entitithe
investors to certain tax benefits (such as produdtx credits and accelerated depreciation) astdlalitable cash
associated with four geothermal power plants.
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The first closing under the agreements occurré&DB7 and covered the Company’s Desert Peak 2, Statm
Hills and Galena 2 power plants. The investors §4it.8 million at the first closing. The secondsity under the
agreements occurred in 2008 and covered the Galgoaver plant. The investors paid $63.0 milliorihet second
closing.

Ormat Nevada will continue to operate and maintiagpower plants and will receive initially all thfe
distributable cash flow generated by the powertglantil it recovers the capital that it has ineesin the power
plants, while the investors will receive substdhtiall of the production tax credits and the takegimcome or loss
(together, the “Economic Benefits”), and the dimitable cash flow after Ormat Nevada has recoviesexhpital.
The investors’ return is limited by the term of thensaction. Once the investors reach a target-tfk yield on
their investment in OPC (the “Flip Date”), Ormatwdea will receive 95% of both distributable casd taxable
income on a going forward basis. Following the [elgie, Ormat Nevada also has the option to buyheuinvestors
remaining interest in OPC at the then-currentrfarket value or, if greater, the investors’ capgiedount balances
in OPC. Should Ormat Nevada exercise this purchpsen, it would thereupon revert to being sole ewof the
power plants. Under the transaction, Ormat Nevatied the controlling voting interest in the sdiasy and
therefore continued to consolidate OPC.

The Company adopted SFAS No. 160 on January 1, 2Z0@9adoption of this standard resulted in reteotpe
presentation and disclosure changes to the coasetidbalance sheet as of December 31, 2008 amdtigensed
consolidated statements of operations and compsaleimcome for the three and six-month periodsedniiine 30,
2008. These changes are denoted in the table below:

Excerpts from Consolidated Balance Sheet

Balance as o Application of New Revised Balance as ¢
December 31, 200 Accounting Standard December 31, 2008
(Dollars in thousands)

Deferred financing and lease costs, $ 16,127 $ 3,111  $ 19,24(

Total asset $ 1,637,69 $ 3,11 $ 1,640,80-

Liability associated with sale of equity intere  $ —  $ 113,32  $ 113,32

Total liabilities 674,01t 113,32 787,34!

Minority interest 117,24! (117,245 —

Equity:

The Compan's stockholderl' equity:

Common stocl 45 — 45

Additional paic-in capital 701,27: — 701,27:

Retained earning 144,46! — 144,46!

Accumulated other comprehensive incc 645 — 645

846,42¢ — 846,42¢

Noncontrolling interes — 7,0313) 7,031

Total equity 846,42¢ 7,031 853,45¢

Total liabilities and equit $ 1,637,69 % 3,11% $ 1,640,80-

(1) Represents transaction costs that had previougly tflected as a component of minority interesthenconsolidated balance sheets. Such
costs are amortized using the effective interegshaweuntil the Flip Date

(2) Represents unamortized liability associated wite s&equity interests in OP(
(3) Represents noncontrolling interest in Ol
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Excerpts from Consolidated Statements of Operati@msl Comprehensive Income

Revised Three

Three Months Months Ended
Ended June Application of New June 30,
30, 2008 Accounting Standard 2008

(Dollars in thousands)
Other income (expense

Interest incomu $ 1,05 % — $ 1,05z
Interest expense, n (2,867 (1,984 @ (4,85))
Foreign currency translation and transaction lo (1,359 — (1,359
Income attributable to sale of equity intere — 4,84¢2) 4,84¢
Other nor-operating income, ne 30¢ 30¢
Income before income taxes and equity in incom
investee: 11,41¢ 2,86¢ 14,28(
Income tax provisiol (2,619 — (2,619
Minority interest 2,95( (2,950 —
Equity in income of investees, r 40¢ — 40¢
Net income 12,16: (86) 12,07¢
Net loss attributable to noncontrolling inter — 86() 86
Net income attributable to the Company’s
stockholders $ 12,16 $ = $ 12,16
Comprehensive incom
Net income $ 12,16: $ (86) $ 12,07¢
Other comprehensive income (loss), net of releagds:
Amortization of unrealized gains in respect of
derivative instruments designated for cash flow
hedge (74) — (74)
Change in unrealized gains or losses on marketable
securitiecavailable-for-sale (13€) — (13€)
Comprehensive incorr 11,95 (86) 11,86¢
Comprehensive loss attributable to noncontrollimeries — 863 86
Comprehensive income attributable to the
Compan's stockholder $ 1195 $ = $ 11,95]

(1) Represents interest on liability resulting fromesal equity interests in OP!
(2) Represents recognition of benefits attributed t@#tors in OPC
(3) Represents allocation of net loss to noncontroliiigrest.
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Revised Six
Six Months Months Ended
Ended June Application of New June 30,
30, 200¢ Accounting Standard 2008
(Dollars in thousands)
Other income (expense
Interest incomi $ 2,09 $ — $ 2,09¢
Interest expense, n (6,470 (3,167 @ (9,637)
Foreign currency translation and transaction lo (1,542 — (1,542
Income attributable to sale of equity intere — 8,1642) 8,16¢
Other nor-operating income, ne 21 21
Income before income taxes and equity in income
investees 20,80 4,99i 25,80¢
Income tax provisiol (4,689 — (4,689
Minority interest 5,15¢ (5,15%) —
Equity in income of investees, r 947 — 947
Net income 22,22t (15¢) 22,067
Net loss attributable to noncontrolling inter 15€6) 15€
Net income attributable to the Company’s
stockholder: $ 2222 % = $ 22,22t
Comprehensive incom
Net income $ 22,22t % (15¢) $ 22,067
Other comprehensive income (loss), net of relazdg:
Amortization of unrealized gains in respect of dafive
instruments designated for cash flow he (149 — (149
Change in unrealized gains or losses on marketable
securitiesavailablefor-sale (410 — (410
Comprehensive incon 21,66¢ (15¢) 21,50¢
Comprehensive loss attributable to noncontrolling
interest — 15803 15€
Comprehensive income attributable to the
Compan's stockholder $ 21,666 $ = $  21,66¢

(1) Represents interest on liability resulting fromesaf equity interests in OP!
(2) Represents recognition of benefits attributed t@#tors in OPC
(3) Represents allocation of net loss to noncontroliivigrest.
NOTE 7 —LONG-TERM DEBT
Loan Agreement (the Olkaria Ill Power Plant)
In March 2009, the Company’s wholly owned subsigi@rPower 4, Inc. (“OrPower 4"), entered into ajpct
financing loan of $105.0 million to refinance itavestment in the 48 MW Olkaria Il geothermal
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power plant located in Kenya (the “Olkaria LoarThe Company initially financed construction of Plh&asnd
Phase Il of the project, as well as the drillingvals with corporate funds. The Olkaria Loan isyaded by a group
of European Development Finance Institutions (“Dfésranged by DEG — Deutsche Investitions- und
Entwicklungsgesellschaft mbH (“DEG”). The first Hdigsement of $90.0 million occurred on March 23)2and
the second disbursement of $15.0 million occurmreduy 10, 2009. The Olkaria Loan will mature oncBeaber 15,
2018, and is payable in 19 equal semi-annual instalts, commencing December 15, 2009. Intereshe®ikaria
Loan is variable based on 6-month LIBOR plus 4.0% the Company had the option to fix the interast upon
each disbursement. Upon the first disbursemeniCtmapany fixed the interest rate on $77.0 milliérthe Olkaria
Loan at 6.90% per annum.

There are various restrictive covenants under tkar@a Loan, which include limitations on OrPowes 4bility
to make distributions to its shareholders. Managerelieves that as of June 30, 2009, OrPower 4invas
compliance with the covenants under the Olkarian.oa

Future minimum payments

As of June 30, 2009, future minimum payments of##@@.0 million drawn under the Olkaria Loan are as

follows :
(Dollars in
thousands
Year ending December 31
2009 $ 4,73
2010 9,47¢
2011 9,47¢
2012 9,47¢
2013 9,47¢
2014 9,47¢
Thereaftel 37,89:
Total $ 90,00(

Loan Agreement (the Amatitlan Power Plant)

In May 2009, the Company’s wholly owned subsidi@ytitlan Limitada (“Ortitlan”), entered into a reot
purchase agreement, in an aggregate principal anod$42.0 million, to refinance its investmenttire 20 MW
Amatitlan geothermal power plant located in AmatitlGuatemala (the “Amatitlan Loan”). The Compamially
financed the construction of the project, as weltree drilling of wells with corporate funds. ThenAtitlan Loan is
provided by TCW Global Project Fund I, Ltd. (“TCWThe Amatitlan Loan will mature on June 15, 2016] wiil
be payable in 28 quarterly installments. The Antatit. oan bears annual interest at a rate of 9.83%.

There are various restrictive covenants under timatitlan Loan, which include limitations on Ortitfa ability
to make distributions to its shareholders. Managgrhelieves that as of June 30, 2009, Ortitlan wa®mpliance
with the covenants under the Amatitlan Loan.
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Future minimum payments

As of June 30, 2009, future minimum payments off##h2.0 million drawn under the Amatitlan Loan, ase

follows:
(Dollars in
thousands
Year ending December 31
2009 $ 944
2010 2,031
2011 2,25¢
2012 2,49t
2013 2,76(
2014 3,05¢
Thereatftel 28,45t
Total $ 42,00(

NOTE 8 —STOCK-BASED COMPENSATION

On March 18, 2009, the Company granted to emplo§@&8sL50 stock appreciation rights (“SAR”) undez th
Company’s 2004 Incentive Plan. The exercise prf@ach SAR is $26.84, which amount representedidtine
market value of the Company’s common stock on #te df grant. Such SARs will expire seven yearmftbe date
of grant and will cliff vest and are exercisablenfrthe grant date as follows: 25% after 24 mor26%p after
36 months, and the remaining 50% after 48 monthe.fair value of each SAR on the date of grant $éis44.
Under the plan, upon exercise of such SAR, the eyegl is entitled to receive shares of common stogial to the
amount by which the market value of the sharesspect of which the SAR is exercised exceeds thet grice set
forth in the SAR, multiplied by the number of shane respect of which the SAR is exercised.

The Company calculated the fair value of each SARhe date of grant using the Black-Scholes vabnati
model based on the following assumptions:

Risk-free interest rate 1.54%
Expected term (in year 5.1

Dividend yield 0.3
Expected volatility 48.5%
Forfeiture rate 13.(%
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NOTE 9 —ELECTRICITY REVENUES AND COST OF REVENUES

The components of electricity revenues and costw#nues are as follows:

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
(Dollars in thousands) (Dollars in thousands)
Revenues
Energy and capaci $23,37¢  $23,71¢ $ 47,22¢ $ 48,95:
Lease portion of energy and capat 36,517 37,38¢ 74,63: 70,99¢
Lease incom:i 672 672 1,34 1,34

$60,56:  $61,77¢ $123,20( $121,29:

Cost of revenues

Energy and capaci $24,31.  $21,27¢ 47,26: 42 ,95(
Lease portion of energy and capat 19,331 18,92 38,95¢ 34,61
Lease incomi 1,31( 1,31( 2,621 2,621

$44,95¢  $41,50¢ $ 88,84: $ 80,18:

NOTE 10 —INTEREST EXPENSE

The components of interest expense are as follows:

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008

(Dollars in thousands) (Dollars in thousands)
Pareni $ 31C $ 914 752 2,00(¢
Interest related to sale of equity inter 2,151 1,98¢ 4,081 3,167
Other 8,331 6,07¢ 15,06: 12,40z
Less— amount capitalize (6,377) (4,125 (12,19) (7,939

$4,41t $4,851 $ 7,70t $ 9,631

NOTE 11 —EARNINGS PER SHARE

Basic earnings per share is computed by dividingmmeme attributable to the Company’s stockholdsrshe
weighted average number of shares of common stakstamding for the period. The Company does not lzany
equity instruments that are dilutive, except foipdogee stock options.

NOTE 12 —BUSINESS SEGMENTS

The Company has two reporting segments: Electranity Product Segments. These segments are manated a
reported separately as each offers different prisdared serves different markets. The ElectricitgrBent is engage
in the sale of electricity from the Company’s poygtants pursuant to power purchase agreementsPiideict
Segment is engaged in the manufacture, includisggdeand development, of turbines and power unitshe
supply of electrical energy and in the associa@tstuction of power plants utilizing the powertsnnhanufactured
by the Company to supply energy from geotherm&ddiand other alternative energy sources. Tramsfees
between the operating segments are determined basadrent market values or cost plus markup efsller’s
business segment.
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ORMAT TECHNOLOGIES, INC. AND SUBSIDIARIES

NOTE TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)
(Unaudited)

Summarized financial information concerning the @amy’s reportable segments is shown in the follgwin
tables:

Electricity Product Consolidatec
(Dollars in thousands)

Three Months Ended June 30, 2009

Net revenues from external custom $ 60,56 $39,67: $ 100,23!
Intersegment revenu — 4,38¢ 4,38¢
Operating incom: 10,01¢ 6,73¢€ 16,75:
Segment assets at period el 1,697,17. 75,58t 1,772,75
Three Months Ended June 30, 200
Net revenues from external custom $ 61,77 $1844. $ 80,22
Intersegment revenu — 9,55¢ 9,55¢
Operating incom: 14,09¢ 182 14,28:
Segment assets at period el 1,472,09. 61,62: 1,533,71.
Six Months Ended June 30, 200
Net revenues from external custom $ 123,20 $76,92¢ $ 200,12
Intersegment revenu — 17,22 17,22
Operating incom: 21,22( 14,65¢ 35,87¢
Segment assets at period el 1,697,17. 75,58t 1,772,75
Six Months Ended June 30, 200
Net revenues from external custom $ 121,290 $28,31f $ 149,60!
Intersegment revenu — 33,34: 33,34
Operating incom: 26,67: 28 26,70(
Segment assets at period el 1,472,09: 61,62: 1,533,71.

*  Segment assets of the Electricity Segment inclus®nsolidated investmen

Reconciling information between reportable segmantsthe Company’s consolidated totals is showthén
following table:

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
(Dollars in thousands) (Dollars in thousands)
Operating incom: $16,75.  $14,28. $35,87¢  $26,70(
Interest incom 27¢€ 1,052 42¢ 2,09¢
Interest expense, n (4,41%) (4,851 (7,705 (9,637)
Non-operating income and other, 1 7,48¢ 3,79¢ 8,94: 6,64
Total consolidated income before
income taxes, and equity in income in inves! $20,09°  $14,28( $37,54:  $25,80¢

NOTE 13— CONTINGENCIES

The Company is a defendant in various legal andlatégry proceedings in the ordinary course of bessn It is
the opinion of the Company’s management that tipeeted outcome of these matters, individually ahin
aggregate, will not have a material effect on #mults of operations and financial condition of @@mpany.
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ORMAT TECHNOLOGIES, INC. AND SUBSIDIARIES

NOTE TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS — (Continued)
(Unaudited)

NOTE 14 —CASH DIVIDEND

On February 24, 2009, the Company’s Board of Diesctleclared, approved and authorized payment of a
quarterly dividend of $3.2 million ($0.07 per sha all holders of the Company’s issued and ouatlitag shares of
common stock on March 16, 2009. Such dividend veéd pn March 26, 2009.

On May 8, 2009, the Company’s Board of Directorslaied, approved and authorized payment of a qlyarte
dividend of $2.7 million ($0.06 per share) to allders of the Company’s issued and outstandingeshafrcommon
stock on May 20, 2009. Such dividend was paid o 14 2009.

NOTE 15—INCOME TAXES

The Company’s effective tax rate for the three memnded June 30, 2009 and 2008 was 22.3% and 18.3%
respectively, and for the six months ended Jun2@09 and 2008 was 21.2% and 18.2%, respectivélichndiffers
from the federal statutory rate of 35% primarilyedo: (i) the benefit of production tax credits faw power plants
placed in service since 2005; (ii) lower tax rateksrael; and (iii) tax credit and tax exempti@tated to the
Company’s subsidiaries in Guatemala.

NOTE 16 —SUBSEQUENT EVENTS
The Company has evaluated events through Aug2fi(®, the date of issuance of the financial statesne

Loan Agreements

In July 2009, the Company entered into a 6-year bgreement and an 8-year loan agreement of $20i0rm
each with two groups of financial institutions. Tégear loan matures on July 16, 2015, is payabliisemi-
annual installments commencing January 16, 201(eaads annual interest of 6.5%. The 8-year loamuraaton
August 1, 2017, is payable in 12 semi-annual ilmthts commencing February 1, 2012 and bears sitates-
month LIBOR plus 5.0%.

Cash dividend

On August 5, 2009, the Company’s Board of Directtgslared, approved and authorized payment of a
quarterly dividend of $2.7 million ($0.06 per shae all holders of the Company’s issued and ountlity shares of
common stock on August 18, 2009, payable on Augus2009.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS

This quarterly report on Form 10-Q includes “forddooking statements” within the meaning of thevBié
Securities Litigation Reform Act of 1995. All statents, other than statements of historical fantduded in this
quarterly report that address activities, eventdewelopments that we expect or anticipate wilinary occur in the
future, including such matters as our projectiohammual revenues, expenses and debt service geverith respec
to our debt securities, future capital expenditubesiness strategy, competitive strengths, gdakselopment or
operation of generation assets, market and inddstvglopments and the growth of our business aedatipns, are
forward-looking statements. When used in this gqrrtreport on Form 10-Q, the words “may”, “wilFgould”,
“should”, “expects”, “plans”, “anticipates”, “beles”, “estimates”, “predicts”, “projects”, “poteati’, or
“contemplate” or the negative of these terms oepttomparable terminology are intended to ideritfyvard-
looking statements, although not all forward-loakstatements contain such words or expressionsfofivard-
looking statements in this quarterly report arenarily located in the material set forth under tieadings
“Management’s Discussion and Analysis of Finan€iahdition and Results of Operations”, “Risk Factoand
“Notes to Condensed Consolidated Financial Statésfigout are found in other locations as well. Thésrward-
looking statements generally relate to our plabgdaiives and expectations for future operatiortsane based upon
management’s current estimates and projectiongtofd results or trends. Although we believe thatmgans and
objectives reflected in or suggested by these fati@oking statements are reasonable, we may reae these
plans or objectives. You should read this quartesport on Form 10-Q completely and with the un@derding that
actual future results and developments may be maHyedifferent from what we expect due to a numbgrisks and
uncertainties, many of which are beyond our contié will not update forwardboking statements even though
situation may change in the future.

Specific factors that might cause actual resultdiffer from our expectations include, but are lwited to:

* significant considerations, risks and uncertaintissussed in this quarterly repc
« operating risks, including equipment failures amel @amounts and timing of revenues and expe!
« geothermal resource risk (such as the heat coatehé reservoir, useful life and geological forioaj;

« environmental constraints on operations and enmantal liabilities arising out of past or presepéemmtions
including the risk that we may not have, and inftitare may be unable to procure, any necessargitseor
other environmental authorizatic

* construction or other project delays or canceliej
« financial market conditions and the results of ficiag efforts;

« political, legal, regulatory, governmental, admirative and economic conditions and developmentisen
United States and other countries in which we dpe

« the enforceability of the lor-term power purchase agreements for our proj
« contract counterparty ris
» weather and other natural phenome

« the impact of recent and future federal and segelatory proceedings and changes, including letig anc
regulatory initiatives regarding deregulation aastructuring of the electric utility industry antténtives for
the production of renewable energy in the Uniteateédt and elsewher

« changes in environmental and other laws and ragakato which our company is subject, as well anges
in the application of existing laws and regulatic

« current and future litigatior
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« our ability to successfully identify, integrate armimplete acquisition:

« competition from other similar geothermal energgjects, including any such new geothermal energy
projects developed in the future, and from altémeaglectricity producing technologie

« the effect of and changes in economic conditiorthénareas in which we opera

» market or business conditions and fluctuationseimand for energy or capacity in the markets in tviie
operate

« the direct or indirect impact on our company'’s bess resulting from terrorist incidents or respsnsesuch
incidents, including the effect on the availabilityand premiums on insuranc

« the effect of and changes in current and futurd lase and zoning regulations, residential, comrakarid
industrial development and urbanization in the suiravhich we operatt

« the risk factors set forth in our annual reportramm 10-K for the year ended December 31, 2008aauyd
updates contained herein which may have a signfficapact on our business, operating results @nfiial
condition;

« other uncertainties which are difficult to predictbeyond our control and the risk that we incdiyegnalyze
these risks and forces or that the strategies welale to address them could be unsuccessful

« other risks and uncertainties detailed from timéne in our filings with the Securities and Exchan
Commission (SEC

Investors are cautioned that these forward-lookiagements are inherently uncertain. Should omaare of
these risks or uncertainties materialize, or shoulderlying assumptions prove incorrect, actuallte®r outcomes
may vary materially from those described herein. Wdertake no obligation to update forward-lookstatements
even though our situation may change in the fui@ieen these risks and uncertainties, readersargoned not to
place undue reliance on such forward-looking states

The following discussion and analysis of our finahcondition and results of operations should dxedr
together with our condensed consolidated finarstatements and related notes included elsewhéehésineport an
the “Risk Factors” section of our annual reportFmmm 10-Kfor the year ended December 31, 2008 and any ux
contained herein as well as those set forth ir@ports and other filings made with the SEC.

General
Overview

We are a leading vertically integrated company gadan the geothermal and recovered energy power
business. We design, develop, build, own and op&iatin, environmentally friendly geothermal arzbrered
energy-based power plants, in most cases usingmeuit that we design and manufacture.

Our geothermal power plants include both powertglémt we have built and power plants that we have
acquired, while all of our recovered energy-badadtp have been constructed by us. We conductusinéss
activities in two business segments, which we refexs our Electricity Segment and Product Segnermaur
Electricity Segment, we develop, build, own andrapegeothermal and recovered energy-based poaetsph the
United States and geothermal power plants in atbentries around the world and sell the electritigy generate.
In our Product Segment, we design, manufacturesatiéquipment for geothermal and recovered enbeagped
electricity generation, remote power units and offeaver generating units and provide servicesirgjab the
engineering, procurement, construction, operatimhraaintenance of geothermal and recovered enenggm
plants. Both our Electricity Segment and Produginsent operations are conducted in the United Statds
throughout the world. Our current generating pdidfincludes geothermal power plants in the Uni&dtes,
Guatemala, Kenya, Nicaragua and New Zealand, dsasetcovered energy generation (REG) power plartte
United States. During the six months ended June 30,
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2009 and 2008, our consolidated U.S. and internatipower plants generated 1,701,179 MWh and
1,444,060 MWh, respectively.

For the six months ended June 30, 2009, our Ebitgtisegment represented approximately 61.6% otatat
revenues, while our Product Segment representadépgately 38.4% of our total revenues during spehiod. For
the six months ended June 30, 2008, our Electri®#yment represented approximately 81.1% of oat tevenues,
while our Products Segment represented approxigna8b% of our total revenues, during such period.

For the six months ended June 30, 2009, our tetarmues increased by 33.8% (from $149.6 million to
$200.1 million) over the same period last year.dtexes from the Electricity Segment increased b¥61\6hile
revenues from the Product Segment increased by %/ As discussed below, this increase is attridatab
engineering, procurement and construction (EPClraots with third parties for the construction wbtlarge
geothermal projects, the Blue Mountain project gvida and the Centennial Binary Plant in New Zehlan

For the six months ended June 30, 2009, total EdégtSegment revenues from the sale of elecyrioit our
consolidated power plants were $123.2 million, @®jgared to $121.3 million for the six months endade 30,
2008. In addition, revenues from our 50% ownersiiithe Mammoth facility in each of the six monthsled
June 30, 2009 and 2008 were $4.7 million. Thistimlthl data is a Non-Generally Accepted Accountmimciples
(Non-GAAP) financial measure, as defined by the SHe&re is no comparable GAAP measure. We belieat t
such Non-GAAP data is useful to the readers aitiges a more complete view of the scope of aaiwiof the
power plants that we operate. Our investment inMaenmoth facility is accounted for in our consotiel financial
statements under the equity method and the revemrae®mt included in our consolidated revenueshfersix month
ended June 30, 2009 and 2008.

For the six months ended June 30, 2009, reventrédsugible to our Product Segment were $76.9 nmijlis
compared to $28.3 million for the six months endede 30, 2008, an increase of 171.7%. Most ofitici®ase in
revenues was derived from EPC contracts with théndies for the construction of two large geothédrpmajects, the
Blue Mountain project in Nevada and the CenterBiaary Plant in New Zealand.

Revenues from our Electricity Segment are relagipeedictable, as they are derived from salesaftatity
generated by our power plants pursuant to long-feawer purchase agreements. The price for eletgtricider all
but one of our power purchase agreements is eftdgta fixed price at least through May 2012. Tkeeption is th
power purchase agreement of the Puna facilityastdnvariable energy rate based on the localytgilitvoided cost,
which is the incremental cost that the power pusehavoids by not having to generate such eleteitargy itself
or purchase it from others. In the six months entlgte 30, 2009, the variable energy rate in the Pawility
decreased significantly mainly as a result of lowiéprices, which in turn impacted the gross mauiigi our
Electricity Segment. In the six months ended Juhe2809, 89.3% of our electricity revenues wereveerfrom
contracts with fixed energy rates, and thereforstrobour electricity revenues were not affectedhsyfluctuations
in energy commodity prices. However, electricitygrues are subject to seasonal variations andecaffdcted by
higher-than-average ambient temperatures, as teddoelow under the heading “Seasonality”. Revenues
attributable to our Product Segment are basede®sale of equipment and the provision of variousises to our
customers. These revenues may vary from perioériogh because of the timing of our receipt of passhorders
and the progress of our execution of each project.

Our management assesses the performance of osetynoents of operation differently. In the casewf o
Electricity Segment, when making decisions abob¢mtial acquisitions or the development of new getg, we
typically focus on the internal rate of return lbétrelevant investment, relevant technical andaggoal matters and
other relevant business considerations. We evatuateperating projects based on revenues and sgpgand our
projects that are under development based on atistsutable to each such project. We evaluateotrrmance of
our Product Segment based on the timely deliveguofproducts, performance quality of our prodacetd costs
actually incurred to complete customer orders aspaoed to the costs originally budgeted for suders.
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Recent Developmen

In July 2009, we entered into certain amendmentettain of our power purchase agreements for our
projects in Nevada that among other things remalegrovisions that had provided for the payment of
liquidated damages if certain minimum performancawailability criteria were not met. These amendtae
are subject to the approval of the Public Utilitteésmmission of Nevada (PUCN

In July 2009, we entered into a 6-year loan agreg¢med an 8-year loan agreement of $20.0 milliarthea
with two separate groups of financial institutio

Since the beginning of the year, we secured neselagreements covering approximately 3,700 acres of
federal and private land in Nevada and Califor

In May 2009, our wholly owned subsidiary, Ortitlaimitada, entered into a project financing loan of
$42.0 million to refinance its investment in the2MW Amatitlan geothermal power plant. The loarswa
provided by TCW Global Project Fund I, Lt

In the second quarter of 2009, we completed coctsbruof a new 77,500 square foot manufacturingifac
which we lease from our parent, adjacent to owstag facility in Yavne, Israel. The new facilityilhenable
us to expand our manufacturing capabilit

In March 2009, we declared commercial operatiothef4 MW recovered energy generation (REG) power
plant that converts recovered waste heat fromxhauwst of an existing gas turbine at a compregatios
located along a natural gas pipeline near Denveligr@&do. The electricity produced by the power plan
sold under a 20-year power purchase agreemengtdiki Electric Association Inc., a consumer owned
cooperative in Colorado and Nebras

In January 2009, we declared commercial operatidthase Il of the Olkaria Ill geothermal power rlan
Kenya, the construction of which was completed ac&@nber 2008. The new power plant added 35 MW to
the existing 13 MW power plant that has been inticolous operation since 2001. Following the detiana

of commercial operation our wholly owned subsidj@yPower 4, Inc. closed a project financing lo&n o
$105.0 million in March 2009 to refinance its intraent in the 48 MW Olkaria Il geothermal power ia

The loan was provided by a group of European Dg@rebnt Finance Institutions (DFIs) arranged by DEG —
Deutsche Investitions- und Entwicklungsgesellschaft (DEG). The first disbursement of $90.0 million
occurred on March 23, 2009, and the second distnaseof $15.0 million occurred on July 10, 20

In January 2009, we signed a contract with Banawtit@americano de Integracion Econémica (BCIE) ffier t
supply, supervision of installation, start-up aesting of the Las Pailas Geothermal Plant, a nesthgemal
power plant that is to be constructed in the LamP#&ield, Costa Rica. The power plant will bdizgid by
Instituto Costarricense de Electricidad, the C&Stan national electricity and telecommunicatioompany.
The contract is valued at approximately $65.0 onilland the supply portion of the contract is expetd be
completed within 18 months from the contract state.

In January 2009, we declared commercial operatidgheosecond 5.5 MW REG unit of the OREG 2 power
plants, located in North Dakota. The electricitpguced by the power plants is sold to Basin Ele@®dwer
Cooperative under 2C-yearpower purchase agreeme

Trends and Uncertainties

The geothermal industry in the United States hsi®hcally experienced significant growth followbkd a
consolidation of owners and operators of geothepueler plants. During the 1990s, growth and dewveknt in the
geothermal industry occurred primarily in foreigankets and only minimal growth and development aeclin the
United States. Since 2001, there has been increkesednd for energy generated from geothermal ressun the
United States as costs for electricity generatechfgeothermal resources have become more competiative to
fossil fuel generation. This has partly been dumt¢oeasing natural gas and oil prices during nofcthis period
and, equally important, to newly enacted legiskatiwnd regulatory requirements and incentives, agdtate
renewable portfolio standards and federal tax tsed@he
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recently enacted American Recovery and Reinvest®entARRA) further encourages the use of geothérma
energy through production or investment tax creaitsvell as cash grants (which are discussed i ahetail in the
section entitled “Government Grants and Tax Bes8fitWe see the increasing demand for energy getefeom
geothermal and other renewable resources in theetSitates and the further introduction of renewglolrtfolio
standards as significant trends affecting our itrgusday and in the immediate future. Our operaiand the tren:
that from time to time impact our operations argjsct to market cycles.

We expect to continue to generate the majorityurfrevenues from our Electricity Segment throughshle of
electricity from our power plants. All of our cunterevenues from the sale of electricity are detifrem fully-
contracted long-term power purchase agreementsal¥éantend to continue to pursue growth in ouoveced
energy business.

Although other trends, factors and uncertaintieg mgpact our operations and financial conditiorlinling
many that we do not or cannot foresee, we belieaedur results of operations and financial condifor the
foreseeable future will be affected by the follogiimnends, factors and uncertainties:

« The global recession resulting from the recentughison in the global credit markets, failures ontenel
business deterioration of investment banks, comialdvanks, and other financial institutions and
intermediaries in the United States and elsewherena the world, significant reductions in assdtiga
across businesses, households and individualgharslowdown in manufacturing and other businessibc
has also resulted in reduced worldwide demandrfergy. If these conditions continue or worsen, timay
adversely affect both our Electricity and Produetj®ents. Among other things, we might face: (ieptal
declines in revenues in our Products Segment deedieced orders or other factors caused by economic
challenges faced by our customers and prospedistemers; (ii) potential declines in revenues feame o
our existing geothermal power projects as a redudtirtailed electricity demand and low oil and gaises;
and (iii) potential adverse impacts on our custanalility to pay, when due, amounts payable tdms.
addition, we may experience related increasesiircast of capital associated with any increaseckimgr
capital or borrowing needs we may have if our augis do not pay, or if we are unable to collect ant®
payable to us in full (or at all) if any of our ¢amers fail or seek protection under applicablekbaptcy or
insolvency laws

« The worldwide credit crisis has reduced the avditglof liquidity and credit to fund the continuah and
expansion of industrial business operations woidéwiVhile we have sufficient financial resource$uied
our projected activities for 2009, if these corati8 continue or worsen, the cost of obtaining faiag for
our project needs may increase or such financingmoabe available at a

» Our primary focus continues to be the implementatibour organic growth through exploration,
development, the construction of new projects artthacements of existing projects. We expect that th
investment in organic growth will increase our tgi@anerating capacity, consolidated revenues aedatipg
income attributable to our Electricity Segment yaeer year. We are also looking at acquisition epputies
that may arise

« Until the end of the third quarter of 2008, we a¥geced increases in the cost of raw materialgriand
transportation costs associated with our manufagjactivities and with the equipment used in oowvpr
plants and sold to third parties. We also expegdran increase in drilling costs and a shortagkiiiing
equipment. We believe this was the result of tloegiased drilling activity in the marketplace thatswdue to
the high oil price environment. The recent decraéadke price of oil and other commaodities redusadh
costs and may reduce them further in the future. fElduction in costs may serve to partially oftbet
negative impact of the increased financing costeasribed above. The decrease in the price ofibjl w
however, reduce our revenues from the Puna powet pi 2009, since the energy prices payable toyus
Hawaii Electric Light Company in that power plan¢ &ased on its avoided costs, which are influeged
the price of oil.

« In the United States, we expect to continue to fiefnem the increasing demand for renewable energy
Thirty-six states and the District of Columbia, liding California, Nevada and Hawaii (where we hbagen
most active in geothermal development and in whitbf our U.S. geothermal projects i

29




Table of Contents

located) have adopted renewable portfolio stand@Bs), renewable portfolio goals or other simidavs.
These laws require that an increasing percentageeddlectricity supplied by electric utility conrpas
operating in such states be derived from renewaidegy resources until certain pre-establishedsgaral
met. We expect that the additional demand for redevenergy from utilities in such states will catp a
possible reduction in general demand for energytdilee economic slow down and will continue toatee
opportunities for us to expand existing projectd huild new power plant:

« We expect that the increased awareness of clinhaiege may result in significant changes in thermss
and regulatory environments, which may create lassimpportunities for us going forward. Althougtidel
legislation addressing climate change appeargylilselveral states and regions are already addgesiaimate
change. For example, the California Global Warn&odutions Act of 2006 (the Act), which was signatbi
law in September 2006, regulates most sourcesegidpouse gas emissions and aims to reduce greenhous
gas emissions to 1990 levels by 2020, represeatirgpproximately 30% reduction in greenhouse gas
emissions. The California Air Resources Board igeeted to put in place measures for implementiegittt
by 2012. California’s long-term climate change gaale reflected in Executive Order S-3-05, whidunes
an 80% reduction of greenhouse gases from 1990s1bye2050. In addition to California, twenty-onier
states have set greenhouse gas emissions targeisn@ Colorado, Connecticut, Florida, Hawaiinidiis,
Maine, Marryland, Massachusetts, Minnesota, MontBieav Hampshire, New Jersey, New Mexico, New
York, Oregon, Rhode Island, Utah, Vermont, Virgiaiad Washington). Regional initiatives, such as the
Western Climate Initiative (which includes seveislstates and four Canadian provinces) and the bstlw
Greenhouse Gas Reduction Accord, are also beinglajgd to reduce greenhouse gas emissions andg
trading systems for renewable energy credits. pteSBber 2008, the first-in-the-nation auction of £0
allowances was held under the Regional Greenhoasdriative (RGGI), a regional cap-and-trade eyst
which includes ten Northeast and Mid -Atlantic 8&atUnder RGGI, the ten participating states ptan t
stabilize power section carbon emissions at tregiped level, and then reduce the cap by 10 peatentate
of 2.5 percent each year between 2015 and 20Z8idition, thirty-six states and the District of Guibia
have all adopted RPS, as discussed above. In Nare2@08, California, by Executive Order, adoptepbal
for all retailers of electricity to serve 33% otthload with renewable energy by 2020. Althougis it
currently difficult to quantify the direct econontienefit of these efforts to reduce greenhousegassions,
we believe they will prove advantageous to

« OQutside of the United States, we expect that @tsadf governmental initiatives will create new opjinities
for the development of new projects, as well aateradditional markets for our products. Thesésitives
include the award of long-term contracts to indejgemn power generators, the creation of competitive
wholesale markets for selling and trading energpacity and related energy products and the adopfio
programs designed to encouré clear” renewable and sustainable energy sou

« We expect competition from the wind and solar pogameration industry to continue. While the current
demand for renewable energy is large enough tigirtbreased competition has not materially impacter
ability to obtain new power purchase agreementaaif contribute to a reduction in electricity pac®espitt
increased competition from the wind and solar pogereration industry, we believe that baseloadritéy,
such as geothern-based energy, will emerge as the preferred sodnenewable energ;

* We expect increased competition from new entrantee geothermal industry, both in the power geimra
space and in the lease of geothermal resourcede \ttlei current demand for renewable energy is large
enough that increased competition has not impamiedbility to obtain new power purchase agreemants
new leases, increased competition in the powerrgéoa space may contribute to a reduction in el&tt
prices, and increased competition in geothermalihgamay contribute to an increase in lease ¢
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« The viability of our geothermal power plants depend various factors such as the heat contenteof th
geothermal reservoir, useful life of the reserytie term during which such geothermal reservair ha
sufficient extractable fluids for our operationsjdeoperational factors relating to the extractibthe
geothermal fluids. Our geothermal power plants evgyerience an unexpected decline in the capacityeir
respective geothermal wells. Such factors, togetlirthe possibility that we may fail to find conencially
viable geothermal resources in the future, reptesignificant uncertainties we face in connectidthvour
operations

< As our power plants age, they may require increasa@dtenance with a resulting decrease in their
availability, potentially leading to the impositiarf penalties if we are not able to meet the reguents und
our power purchase agreements as a result of sakake in availability

» Our foreign operations are subject to significaglitigal, economic and financial risks, which vdry
country. These risks include the partial privaiaiof the electricity sector in Guatemala, laborast in
Nicaragua and the political uncertainty currentigy@iling in some of the countries in which we ater
Although we maintain political risk insurance foost of our foreign power plants to mitigate theisks,
insurance does not provide complete coverage wiheact to all such risk

« On May 5, 2009, President Obama and the U.S. Tre&@partment proposed changing certain of the
U.S. tax rules for U.S. corporations doing busirmgside the United States. The proposed changeklwo
limit the ability of U.S. corporations to deductpenses attributable to offshore earnings, modiéyftineign
tax credit rules and further restrict the abilifilbS. corporations to transfer funds between fprei
subsidiaries without triggering a requirement tg paS. income tax. Although the scope of the prepos
changes is unclear, it is possible that theselmrathanges in the U.S. tax laws may increase dbiribbcome
tax liability and adversely affect our profitabylit

« The Energy Policy Act of 2005 authorizes the Feldenergy Regulatory Commission (FERC) to revise the
Public Utility Regulatory Policies Act (PURPA) se to terminate the obligation of electric utilities
purchase the output of a Qualifying Facility if FERnds that there is an accessible competitivekateor
energy and capacity from the Qualifying FacilitheTlegislation does not affect existing power pasgh
agreements. We do not expect this change in laafféat our U.S. projects significantly, as all eptene of
our current contracts (our Steamboat 1 facilityiohtsells its electricity to Sierra Pacific Powesr@pany on
a year-by-year basis) are long-term. FERC issu@athbrule that makes it easier to eliminate thiétigs’
purchase obligation in four regions of the couniMgne of those regions includes a state in whiahcawrent
projects operate. However, FERC has the authonitieuthe Energy Policy Act of 2005 to act, on a
case-by-case basis, to eliminate the mandatoryhpeecobligation in other regions. If the utilitiaghe
regions in which our domestic projects operate wetee relieved of the mandatory purchase obligatioey
would not be required to purchase energy from wsuprmination of the existing power purchase
agreements, which could have an adverse effectibregenues

Revenues

We generate our revenues from the sale of eldgtficim our geothermal and recovered energy-basedp
plants; the design, manufacturing and sale of eneiy for electricity generation; and the constuttinstallation
and engineering of power plant equipment.

Revenues attributable to our Electricity Segmeetrafatively predictable as they are derived fromgale of
electricity from our power plants pursuant to Idegm power purchase agreements. However, suchueseare
subject to seasonal variations, as more fully diesdrbelow in the section entitled “Seasonalityledricity
Segment revenues may also be affected by highargharage ambient temperatures, which could cadser@ase
in the generating capacity of our power plants, lapdnplanned major maintenance activities relateslir power
plants.

Our power purchase agreements generally providéhéopayment of energy payments, or energy andccigpa
payments. Generally, capacity payments are payncaltslated based on the amount of time that
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our power plants are available to generate elétrisome of our power purchase agreements prdeideonus
payments in the event that we are able to excettgircéarget levels and the potential forfeiturgpafyments if we
fail to meet minimum target levels. Energy paymeaisthe other hand, are payments calculated baséue
amount of electrical energy delivered to the refeymwer purchaser at a designated delivery poime. rates
applicable to such payments are either fixed (fuibje certain cases, to certain adjustments) @based on the
relevant power purchaser’s short run avoided ddis¢ésincremental costs that the power purchasedavay not
having to generate such electrical energy itseffochase it from others). Our more recent powechase
agreements provide generally for energy paymentgealith an obligation to compensate the off-tdkeits
incremental costs as a result of shortfalls insupply.

Revenues attributable to our Product Segment arerghy less predictable than revenues from ouctEtgty
Segment. This is because larger customer orderufgoroducts are typically a result of our pap#ting in, and
winning, tenders or requests for proposals issyegbbential customers in connection with projebesytare
developing. Such projects often take a long timéasign and develop and are often subject to varontingencies
such as the customer’s ability to raise the necgdsemncing for a project. As a result, we are gratly unable to
predict the timing of such orders for our produatsl may not be able to replace existing ordersvilsdtave
completed with new ones. As a result, our reverftoes our Product Segment fluctuate (and at timegresively)
from period to period. As discussed under “Trenut$ ldncertainties” above, we may experience declimes
revenues in our Product Segment due to reducedsood®ther factors caused by the global recessioiheconomic
challenges faced by our customers and prospeadistemers.

The following table sets forth a breakdown of aewenues for the periods indicated:

Revenues in Thousand % of Revenues for Period Indicatec
Three Months Ended Six Months Ended Three Months Ended Six Months Ended
June 30, June 30, June 30, June 30,
2009 2008 2009 2008 2009 2008 2009 2008
Revenue:
Electricity Segmen $ 60,56 $61,77¢ $123,20( $121,29: 60.4% 77.% 61.€% 81.1%
Product Segmer 39,67¢ 18,447 76,92« 28,31t 39.€ 23.C 38.4 18.€
Total $100,23! $80,22. $200,12: $149,60¢ 100.(% 100.(% 100.(% 100.(%

Geographical Breakdown of Revenues

For the three months ended June 30, 2009, 69.2%rakvenues attributable to our Electricity Seghvegre
generated in the United States, as compared t&8fhBthe same period in 2008. For the six montided June 30,
2009, 70.8% of our revenues attributable to ouctElbty Segment were generated in the United State compart
to 81.4% for the same period in 2008.

The following table sets forth the geographic bozatkn of the revenues attributable to our Elecyi§iegment
for the periods indicated:

Revenues in Thousand % of Revenues for Period Indicatec
Three Months Ended Six Months Ended Three Months Ended Six Months Ended
June 30, June 30, June 30, June 30,
2009 2008 2009 2008 2009 2008 2009 2008
United State: $41,92¢ $49,937 $ 87,28: $ 98,76: 69.2% 80.8% 70.8% 81.4%
Foreign 18,63¢ 11,837 35917 2253( 30.¢ 19.2 29.2 18.€
Total $60,56: $61,77¢ $123,20( $121,29: 100.(% 100.(% 100.(% 100.(%

For the three months ended June 30, 2009, 60.6%rakvenues attributable to our Product Segmerg we
generated in the United States, as compared t@&#fhbthe same period in 2008. For the six montided June 30,
2009, 61.4% of our revenues attributable to oudBcb Segment were generated in the United Statemyrapared |
26.4% for the same period in 2008.
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A discussion of the reasons for these changesigebgraphical breakdown of our revenues is pravideher
below in this report.

Seasonality

The prices paid for the electricity generated bydamestic projects pursuant to our power purclgseemen
are subject to seasonal variations. The pricesfpaielectricity under the power purchase agreemeith Southern
California Edison Company (Southern California Bdisfor the Heber 1 and 2 plants, the Mammoth itstcind the
Ormesa complex and the prices that will be paidHerelectricity under the power purchase agreefioerthe Nortr
Brawley project are higher in the months of Jureugh September. As a result, we receive and &dkive in the
future higher revenues during such months. Theepraid for electricity pursuant to the power passhagreemer
of our projects in Nevada have no significant cleenduring the year. In the winter, due principaiyhe lower
ambient temperature, our power plants produce moeegy and as a result we receive higher energnuss.
However, the higher capacity payments payable littgon California Edison in California in the summsonths
have a more significant impact on our revenues thanof the higher energy revenues generally gdéadrin winter
due to increased efficiency. As a result, our reesrare generally higher in the summer than iwinger. The
prices paid for electricity pursuant to the powarghase agreement of the Puna facility are tigdeqrice of oil.
Accordingly, our revenues for that facility, whielscounted for approximately 4.9% and 7.4% of otal tevenues
for the three and six-month periods ended Jun@@9, respectively, may be volatile.

Breakdown of Cost of Revenues
Electricity Segment

The principal cost of revenues attributable to @uerating projects include operation and mainteaaxpense
such as depreciation and amortization, salarieseated employee benefits, equipment expensets cbparts an
chemicals, costs related to third-party servicesse expenses, royalties, startup and auxiliaggrigity purchases,
property taxes and insurance and, for the Califopnojects, transmission charges, scheduling chamge purchast
of make-up water for use in our cooling towers. 8afithese expenses, such as parts, frarty services and maj
maintenance, are not incurred on a regular bahis.résults in fluctuations in our expenses andresults of
operations for individual projects from quarteigioarter. The lease expense related to the Punatieasactions is
included as a separate line item in our ElectriSiggment cost of revenues (See “Liquidity and @apiesources”).
For management purposes, we analyze such costsamnlzined basis with other cost of revenues inEdectricity
Segment.

Payments made to government agencies and privatiegon account of site leases where plantsaratéd
are included in cost of revenues. Royalty paymeént$ided in cost of revenues, are made as compendar the
right to use certain geothermal resources andaitegs a percentage of the revenues derived freradbociated
geothermal rights. For the six months ended Jun@@B, royalties constituted approximately 4.0%hef
Electricity Segment revenues, compared to appraeiin®.3% for the same period in 2008.

Product Segment

The principal expenses attributable to our Pro@sgment include materials, salaries and relatedoseg
benefits, expenses related to subcontracting Hiesyitransportation expenses and sales commisgi@wses
representatives. Some of the principal expensebwtible to our Product Segment, such as a podfidhe costs
related to labor, utilities and other support segsiare fixed, while others, such as materialsstcoction,
transportation and sales commissions, are varaidanay fluctuate significantly, depending on madanditions.
As a result, the cost of revenues attributableutoRyoduct Segment, expressed as a percentagmbfeeenues,
fluctuates. Another reason for such fluctuatiothat in responding to bids for our products, we@ur products
and services in relation to existing competitiod ather prevailing market conditions, which mayysubstantially
from order to order.
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Cash and Cash Equivalen:

Our cash and cash equivalents as of June 30, 2@8&ased to $46.0 million from $34.4 million as of
December 31, 2008. This increase is principally tuthe first disbursement in the amount of $90illion of the
OrPower 4 Inc. financing, $42.0 million from the Atitlan financing, $20 million from using revolvirmgedit lines
with banks, and $55.3 million derived from opergtactivities during the first six months of 200he€Tincrease in
our cash resources was partially offset by ourais47.6 million of cash resources to fund captglenditures,
$27.5 million to repay long-term debt to our parend to third parties. Our corporate borrowing cégainder
committed lines of credit with different commercignks is $347.5 million, as described below indéetion
entitled “Liquidity and Capital Resources”, of whiwe utilized $146.4 million (including $26.4 mdh of letters of
credit) as of June 30, 2009.

Critical Accounting Policies

A comprehensive discussion of our critical accaugipolicies is included in the “Managemenbiscussion ar
Analysis of Financial Condition and Results of Ggiiems” section in our annual report on Form 10sKthe year
ended December 31, 2008.

New Accounting Pronouncements

On January 1, 2009, the Company adopted Staterh&iriancial Accounting Standards (SFAS) No. 160,
Noncontrolling Interests in Consolidated Financghtement— an amendment of ARS No..9he adoption of
this standard resulted in retrospective presemtatiothe condensed consolidated balance sheetzecember 31,
2008 and the condensed consolidated statemenfeddtions and comprehensive income for the thrdesen
months ended June 30, 2008.

On April 1, 2009, the Company adopted FSP FAS 1a8&2FAS No. 124-Recognition and Presentation of
Other-Than-Temporary Impairment3he adoption of this standard resulted in a esifization to other
comprehensive loss with an offset to retained egmeffective April 1, 2009.

See Note 2 to our condensed consolidated finastEigdments set forth in Item 1 of this quarterjyort for
additional information regarding new accountingrmencements.
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Results of Operations

Our historical operating results in dollars andg®rcentage of total revenues are presented bAlow.
comparison of the different periods described batway be of limited utility as a result of each loé tfollowing:
(i) our recent construction of new projects andasmdement of acquired projects; and (i) fluctuatiomevenues

from our Product Segment.

Three Months Six Months
Ended Ended
June 30, June 30,
2009 2008 2009 2008

(In thousands, except per share dati (In thousands, except per share dati

Statements of Operations Historical Data:

Revenues:
Electricity $ 60,56 $ 61,774 $ 123,20( $ 121,29:
Product 39,67 18,44 76,92¢ 28,31¢
100,23! 80,22: 200,12: 149,60¢
Cost of revenues
Electricity 44,95¢ 41,50¢ 88,84: 80,18:
Product 27,24. 15,70« 51,48¢ 23,75¢
72,20( 57,21( 140,32° 103,93¢
Gross margin:
Electricity 15,60 20,26¢ 34,35¢ 41,111
Product 12,43: 2,748 25,43¢ 4,561
28,03t 23,01: 59,79' 45,67
Operating expenses
Research and development expet 2,481 78t 3,28¢ 1,481
Selling and marketing expens 3,21t 2,02( 7,51¢ 5,53¢
General and administrative expen 5,582 5,92¢ 13,117 11,95:
Operating incom: 16,75 14,28 35,87¢ 26,70(
Other income (expense)
Interest incom: 27¢€ 1,052 42¢ 2,09¢
Interest expense, n (4,41%) (4,85)) (7,70%) (9,637)
Foreign currency translation a
transaction gains (losse 2,56¢ (1,359 9 (1,547)
Income attributable to sale of equity intere 4,36¢ 4,84¢ 8,534 8,16¢
Other nol-operating income, ne 55C 30¢ 40C 21
Income before income taxes and equity in
income of investee 20,09" 14,28( 37,54 25,80¢
Income tax provisiol (4,47%) (2,619 (7,967%) (4,689
Equity in income of investees, r 35E 40¢ 90t 947
Net income 15,97 12,07 30,48( 22,067
Net loss attributable to the noncontrolling intel 77 86 15€ 15¢
Net income attributable to the Company’s
stockholder: $ 16,05: $ 12,16 $  30,63¢ $ 22,22t
Earnings per share attributable to the Company’s
stockholder— basic and dilute:
Basic $ 0.3 $ 0.2¢ $ 0.6¢ $ 0.52
Diluted $ 0.3t $ 0.2¢ $ 0.67 $ 0.52
Weighted average number of shares used in
computation of earnings per share attributab
the Compan’s stockholders
Basic 45,36¢ 43,82¢ 45,36 42,99t
Diluted 45,45 43,97¢ 45,42¢ 43,127
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Three Months Six Months
Ended Ended
June 30, June 30,
2009 2008 2009 2008
Statements of Operations Percentage Data:
Revenues:
Electricity 60.0 77.(% 61.6% 81.1%
Product 39.€ 23.C 38.4 18.¢€

100.C 100.C 100.C 100.C

Cost of revenues
Electricity 74.2 67.2 72.1 66.1
Product 68.7 85.1 66.¢ 83.¢

72C 71t 701 69.°%

Gross margin:
Electricity 25.6 32¢& 27.¢ 33.¢
Product 31.: 14.¢  33.1 16.1

28.C 28,7 29.¢ 30.

Operating expenses

Research and development expet 2.5 1.C 1.€ ilC
Selling and marketing expens 3.2 2.5 3.8 3.7
General and administrative expen 5.€ 7.4 6.€ 8.C
Operating incom: 16.7 17.¢ 17.¢ 17.€
Other income (expense)
Interest incomi 0.3 1.3 0.2 1.4
Interest expense, n @449 (6.0 (39 (6.9
Foreign currency translation and transaction gdosses 2.€ 1.7 0.C (1.0
Income attributable to sale of equity intere 4.4 6.C 4.3 h.5
Other nor-operating income, ne 0.5 0.4 0.2 0.C
Income before income taxes and equity in incomieastee: 20.C 17.¢ 18.¢ 17.2
Income tax provisiol 45 @3 @40 @)
Equity in income of investees, r 0.4 0.t 0.t 0.7
Net income 15.¢€ 15.1 15.2 14.¢
Net loss attributable to the noncontrolling inte! 0.1 0.1 0.1 0.1
Net income attributable to the Comp'’s stockholder 16.(% 15.2% 15.2% 14.%

Comparison of the Three Months Ended June 30, 2G0% the Three Months Ended June 30, 2008
Total Revenues

Total revenues for the three months ended Jun2(®® were $100.2 million, as compared with $80.Eiani
for the three months ended June 30, 2008, whiclesepted a 24.9% increase in total revenues. bisase is
attributable to our Product Segment whose reveimeesased by 115.1% over the same period in 2@8H{e
reasons discussed below). Revenues in our EldgtBeigment decreased by 2.0%, over the same pagbyear.
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Electricity Segment

Revenues attributable to our Electricity Segmenttie three months ended June 30, 2009 were $60i6m
as compared with $61.8 million for the three momghded June 30, 2008, which represented a 2.0%atscin
such revenues. The decrease in our electricitynigeis a result of a decline in the average reveate of our
electricity portfolio from $87 per MWh in the seabquarter of 2008 to $75 per MWh in the second tguaf 2009.
The decrease in the average rate is mainly atafit@to a decrease in the energy rates in the Paumar plant, due
to lower oil prices and to the expiration of theldar”, an additional energy rate paid to us underHeber 2 power
purchase agreement. Our U.S. and internationatrigig generation increased from 711,794 MWh ia three
months ended June 30, 2008 to 811,487 MWh in tleetimonths ended June 30, 2009. The increase in our
electricity generation is principally due to the @8V Phase Il of the Olkaria Ill power plant in Kemywhich started
generating electricity in January 2009 and to oM\@ GDL power plant in New Zealand, which starteshgrating
electricity in the fourth quarter of 2008. In thaitéd States, the electricity generation increaieslto: (i) two new
REG units at the OREG Il power plants, which wdezed in service in December 2008 and January 2009;

(i) the replacement of turbines in the SteamBdatpower plant. The increase was offset by a decrieathe
generating capacity of the Puna power plant dwntenhancement and repair of the geothermal widllfiieincreas
its availability in advance of the addition of thew 8 MW expansion.

Product Segment

Revenues attributable to our Product Segment fottttee months ended June 30, 2009 were $39. Dmilis
compared with $18.4 million for the three monthdeshJune 30, 2008, which represented a 115.1%zgiselia sucl
revenues. Most of this increase in revenues waseatefrom EPC contracts with third parties for tmstruction of
two large geothermal projects, the Blue Mountainjgnt in Nevada and the Centennial Binary Plamémv
Zealand.

Total Cost of Revenues

Total cost of revenues for the three months endad 30, 2009 was $72.2 million, as compared with
$57.2 million for the three months ended June 8082which represented a 26.2% increase in tostl@orevenue
This increase occurred in both our Electricity &#rdduct Segments, as discussed below. As a pegeeotdotal
revenues, our total cost of revenues for the threeths ended June 30, 2009 was 72.0% compared wid%o for
the same period in 2008.

Electricity Segment

Total cost of revenues attributable to our EledtriSegment for the three months ended June 3(® 2GG
$45.0 million, as compared with $41.5 million fbetthree months ended June 30, 2008, which repgezsan 8.3%
increase in total cost of revenues for such segniém increase over the same period last yearagaly(i) increase
costs as a result of new and enhanced projecteglato service (including depreciation); and &ii) increase in
costs mainly due to timing of certain maintenanagt€ in order to ensure higher availability during summer.,
when electricity rates paid under the relevant pgwechase agreement are higher. The increase icotst of
revenues is generation volume related, and thes;dht per MWh was lower compared to the secondeyuat
2008. As a percentage of total electricity reventlestotal cost of revenues attributable to o@cElcity Segment
for the three months ended June 30, 2009 was 742¥%gmpared with 67.2% for the three months eddad 30,
2008.

Product Segment

Total cost of revenues attributable to our Pro@egment for the three months ended June 30, 2089 wa
$27.2 million, as compared with $15.7 million fbetthree months ended June 30, 2008, which repgessary3.5%
increase in total cost of revenues related to segment. This increase is attributable to the as®én our product
revenues. As a percentage of total Products Segmesriues, our total cost of revenues attributibthis segment
for the three months ended June 30, 2009 was 68s/@mpared with 85.1% for
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the three months ended June 30, 2008. This decieatebutable, in part, to a different produdkrand to a
decrease in costs as a result of the global dexira®mmodities prices.

Research and Development Expenses

Research and development expenses for the threthsnemded June 30, 2009 were $2.5 million, as cosdpa
with $0.8 million for the three months ended JuBeZ08, which represented a 216.8% increase.ifitisase
reflects an expansion of our research and developautivities in the following areas: (i) Enhandgdothermal
Systems (EGS); (ii) a REG plant specifically desigto use the residual energy from the vaporizgirogess at a
liquefied natural gas regasification terminal; &iiij development of a solar thermal system for pineduction of
electricity.

Selling and Marketing Expenses

Selling and marketing expenses for the three magnked June 30, 2009 were $3.2 million, as comparid
$2.0 million for the three months ended June 3082@hich represented a 59.2% increase. The inengas due
primarily to an increase in Product Segment reven8elling and marketing expenses for the threetinscended
June 30, 2009 constituted 3.2% of total revenuesuoh period, as compared with 2.5% for the thmeaths ended
June 30, 2008.

General and Administrative Expenses

General and administrative expenses for the thiagms ended June 30, 2009 were $5.6 million, agpeoed
with $5.9 million for the three months ended JuBeZD08, which represented a 5.8% decrease. Gearatal
administrative expenses for the three months edded 30, 2009 constituted 5.6% of total revenuesuoh period,
as compared with 7.4% for the three months ended 30, 2008.

Operating Income

Operating income for the three months ended Jup2@® was $16.8 million, as compared with $14.Boni
for the three months ended June 30, 2008. Suchaserin operating income was principally attriblgdb an
increase in total revenues as well as an increageigross margin of our Product Segment. Opeyaticome
attributable to our Electricity Segment for thestmonths ended June 30, 2009 was $10.0 milliocompared
with $14.1 million for the three months ended J88g2008. Operating income attributable to our Bodb&egment
for the three months ended June 30, 2009 was $@i8mas compared with $0.2 million for the thre®nths
ended June 30, 2008.

Interest Income

Interest income for the three months ended Jun2@M® was $0.3 million, as compared with $1.1 wrillfor
the three months ended June 30, 2008, which regrzsa 73.8% decrease. The decrease is primaeglyala
decrease in cash and cash equivalents, marketthlettes and restricted cash as well as a decirasterest rates
payable on liquid investments.

Interest Expense, Net

Interest expense, net, for the three months endeel 30, 2009 was $4.4 million, as compared witl® $dillion
for the three months ended June 30, 2008, whiatesepted a 9.0% decrease. The $0.4 million decregsenarily
due to an increase of $2.3 million in interest taj@ed to projects as a result of increased ptsjander
construction, as well as principal repayments. déerease was partially offset by an increase erést expense
from the long-term project finance loans of the @i& 11l and Amatitlan power plants, and borrowingsler the
Company’s revolving credit lines with banks.

During the second quarter of 2009, we capitalizéd $illion in interest related to projects undenstruction.
We expect this amount to decrease significantlytduelower volume of projects under
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construction and the upcoming commencement of cagial@peration of our North Brawley power plantive
fourth quarter of 2009.

Foreign Currency Translation and Transaction Gain.osses)

Foreign currency translation and transaction giinghe three months ended June 30, 2009 wererfs@ién,
as compared with foreign currency translation aaddaction losses of $1.4 million for the three therended
June 30, 2008. The $3.9 million increase is prilpatie to: (i) foreign currency translation gaingtie amount of
$1.5 million with respect to a loan denominatedNew Zealand dollars which was granted to our Newalaied
subsidiary GDL, whose functional currency is theMN&ealand dollar; and (ii) gains on forward andiopforeign
exchange transactions which do not qualify as hédgesactions for accounting purposes. The foreigrency
translation gains in respect of the loan granteslitoNew Zealand subsidiary will increase the ofshe equipment
which was financed by such loan.

Income Attributable to a Sale of Equity Interests

Income from the sale of limited liability compamyérests in OPC to institutional equity investas described
in the “OPC Transaction”) for the three months ehdiene 30, 2009 was $4.4 million, as compared 18 $llion
for the three months ended June 30, 2008.

Income Taxes

Income tax provision for the three months ended B 2009 was $4.5 million, as compared with $&il6on
for the three months ended June 30, 2008. Theteféctax rate for the three months ended June 309 2nd 2008
was 22.3% and 18.3%, respectively. The increasigeieffective tax rate primarily resulted from avér impact of
production tax credits on the effective tax rateth® quarter ended June 30, 2009 due to the iseli@aour income
before income taxes.

Equity in Income of Investees

Our participation in the income generated fromiouestees in each of the three months ended Juyriz089
and 2008 was $0.4 million. The amount is deriveéhigdrom our 50% ownership of the Mammoth poweairgl

Net Income

Net income for the three months ended June 30, 2288316.0 million, as compared with $12.1 millfonthe
three months ended June 30, 2008, which repreaariterease of 32.3%. Such increase in net incoase w
principally attributable to: (i) an increase of $2nillion in our operating income; (ii) a $0.4 nivkh decrease in
interest expense; and (iii) a $3.9 million increastoreign currency transaction and translatiomgar his was
partially offset by: (i) a $1.9 million increaseimcome tax provision; (ii) a $0.5 million decreaseéncome
attributable to a sale of equity interests; anjl ii$0.8 million decrease in interest income.

Comparison of the Six Months Ended June 30, 2009ahe Six Months Ended June 30, 2008
Total Revenues

Total revenues for the six months ended June 319 2@re $200.1 million, as compared with $149.8iamil
for the six months ended June 30, 2008, which sspited a 33.8% increase in total revenues. Thisase is
primarily attributable to our Product Segment whasesnues increased by 171.7% over the same perkaD8 (fo
the reasons discussed below). Revenues in ouriglgcSegment increased by 1.6%, over the samiegdast yeal
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Electricity Segment

Revenues attributable to our Electricity Segmenttie six months ended June 30, 2009 were $123lidmias
compared with $121.3 million for the six months eddune 30, 2008, which represented a 1.6% incieasrh
revenues. The increase in the Electricity Segnmrenues is attributable to an increase in our &h8.international
electricity generation from 1,444,060 MWh in the sionths ended June 30, 2008 to 1,701,179 MWhdrsith
months ended June 30, 2009. The increase in ocirielsy generation is principally due to the 35 Mitiase Il of
the Olkaria Il power plant in Kenya, which startgeherating electricity in January 2009 and to®MW GDL
power plant in New Zealand, which started genegatiectricity in the fourth quarter of 2008. In tHaited States,
the electricity generation increased due to: @nlew Galena 3 power plant, which was placed wicein the
second half of the first quarter of 2008; (ii) twew REG units at the OREG Il power plants, whichiengaced in
service in December 2008 and January 2009; andh@ireplacement of turbines in the SteamBdapower plant.
The increase in our electricity revenues was offiged decrease resulting from a decline in theagerevenue rate
of our electricity portfolio from $84 per MWh ingHfirst half of 2008 to $72 per MWh in the firstihaf 2009. The
decrease in the average rate is mainly attributabdedecrease in the energy rates in the Punarpuea, due to
lower oil prices and to the expiration of the “addan additional energy rate paid to us undertisber 2 power
purchase agreement. The decrease in the ElectBeijynent revenues in the first half of 2009 is aksdbutable to
temporary decrease in the generating capacityeoPtima power plant due to an enhancement and afhi
geothermal wellfield to increase its availabilityddvance of the addition of the 8 MW expansion.

Product Segment

Revenues attributable to our Product Segment fosithmonths ended June 30, 2009 were $76.9 millisn
compared with $28.3 million for the six months ethdene 30, 2008, which represented a 171.7% ireiaasich
revenues. Most of this increase in revenues waseatefrom EPC contracts with third parties for tmstruction of
two large geothermal projects, the Blue Mountainjgnt in Nevada and the Centennial Binary Plamémv
Zealand.

Total Cost of Revenues

Total cost of revenues for the six months ende@ B 2009 was $140.3 million, as compared with
$103.9 million for the six months ended June 3@&@vhich represented a 35.0% increase in totalafagvenues.
This increase is attributable to an increase iih oot Electricity and Product Segments, as disclbs®w. As a
percentage of total revenues, our total cost acdmees for the six months ended June 30, 2009 waS%s/€mpared
with 69.5% for the same period in 2008.

Electricity Segment

Total cost of revenues attributable to our ElettyriSegment for the six months ended June 30, 2049
$88.8 million, as compared with $80.2 million fhetsix months ended June 30, 2008, which represent®.8%
increase in total cost of revenues for such segniém increase from the same period last yearasatu
() increased costs as a result of new and enhgmogeicts placed into service (including depreoi@i and (i) an
increase in costs mainly due to timing of certamintenance costs in order to ensure higher avhiiaturing the
summer, when electricity rates paid under the eglepower purchase agreement are higher. The seinahe cos
of revenues is generation volume related, and thes;ost per MWh was lower compared to the fiedt bf 2008.
As a percentage of total electricity revenuesjdli@ cost of revenues attributable to our ElettiriSegment for the
six months ended June 30, 2009 was 72.1%, as cenhpath 66.1% for the six months ended June 308200

Product Segment

Total cost of revenues attributable to our Pro@egment for the six months ended June 30, 2009 was
$51.5 million, as compared with $23.8 million fbetsix months ended June 30, 2008, which represente
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116.7% increase in total cost of revenues relaiesith segment. This increase is attributabledarttrease in our
product revenues. As a percentage of total Prd8iegiment revenues, our total cost of revenues withite to this
segment for the six months ended June 30, 200%6:886 as compared with 83.9% for the six monthednd
June 30, 2008. This decrease is attributable, fi faa different product mix and to a decreaseosts as a result of
the global decrease in commodities prices.

Research and Development Expenses

Research and development expenses for the six sientted June 30, 2009 were $3.3 million, as cordpare
with $1.5 million for the six months ended June 3008, which represented a 122.0% increase. Oearels and
development activities during the period includ@dEnhanced Geothermal Systems (EGS); (ii) a RE@tp
specifically designed to use the residual energmfthe vaporization process at a liquefied natgasl regasification
terminal; and (iii) development of a solar therragdtem for the production of electricity.

Selling and Marketing Expenses

Selling and marketing expenses for the six montitied June 30, 2009 were $7.5 million, as compaitgd w
$5.5 million for the six months ended June 30, 20@&ch represented a 35.7% increase. The incgaselue
primarily to an increase in Product Segment reven8elling and marketing expenses for the six nmoatided
June 30, 2009 constituted 3.8% of total revenuesiuoh period, as compared with 3.7% for the sixtin® ended
June 30, 2008.

General and Administrative Expenses

General and administrative expenses for the sixthsoended June 30, 2009 were $13.1 million, as eoedp
with $12.0 million for the six months ended June 3008, which represented a 9.7% increase. Suchase is
primarily attributable to a significant increasebionus payments to company personnel, includinggeneral and
administrative staff, based on our performance.Admus payment also affected other operating exgseideneral
and administrative expenses for the six monthseddae 30, 2009 constituted 6.6% of total reveroresuch
period, as compared with 8.0% for the six monthdednJune 30, 2008.

Operating Income

Operating income for the six months ended Jun@2309 was $35.9 million, as compared with $26.7iaonilfor
the six months ended June 30, 2008. Such incraaggerating income was principally attributableatoincrease in
total revenues as well as an increase in the gnasgin of our Product Segment. Operating inconméatable to
our Electricity Segment for the six months endenkJ80, 2009 was $21.2 million, as compared with Baillion
for the six months ended June 30, 2008. Operatiognie attributable to our Product Segment for thenenths
ended June 30, 2009 was $14.7 million, as compaitbdb0.1 million for the six months ended June 3008.

Interest Income

Interest income for the six months ended June G09 2vas $0.4 million, as compared with $2.1 millfonthe
six months ended June 30, 2008, which represeni&db6&o decrease. The decrease is primarily dualezigease in
cash and cash equivalents, marketable securittbgesiricted cash as well as a decrease in interest payable on
liquid investments.

Interest Expense, Net

Interest expense, net, for the six months ended 30n2009 was $7.7 million, as compared with $8ilion
for the six months ended June 30, 2008, which ssmited a 20.0% decrease. The $1.9 million decisgsanarily
due to an increase of $4.3 million in interest talj@ied to projects as a result of increased ptsjender
construction, as well as principal repayments. dberease was partially offset by an
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increase in interest expenses related to the $éikaited liability company interests in OPC andearest expenses
related to our longerm project finance loans of the Olkaria Il anth&titlan power plants and borrowings undet
revolving credit lines with banks.

Foreign Currency Translation and Transaction Gain.osses)

Foreign currency translation and transaction glinghe six months ended June 30, 2009 were $0dlbbmias
compared with foreign currency translation andgeation losses of $1.5 million for the six monthsed June 30,
2008. The $1.6 million increase is primarily duddmeign currency translation gains in the amour#lo3 million
with respect to a loan denominated in New Zealaoithi$, which was granted to our New Zealand suasidsDL,
whose functional currency is the New Zealand dollar

Income Attributable to a Sale of Equity Interests

Income from the sale of limited liability compamyérests in OPC to institutional equity investas described
in “OPC Transaction”) for the six months ended J88g2009 was $8.5 million, as compared to $8.Hanifor the
six months ended June 30, 2008.

Income Taxes

Income tax provision for the six months ended BMme2009 was $8.0 million, as compared with $4.[fioni
for the six months ended June 30, 2008. The efket#ix rate for the six months ended June 30, 20092008 was
21.2% and 18.2%, respectively. The increase ireffextive tax rate primarily resulted from a lovikipact of
production tax credits on the effective tax ratetf@ period ended June 30, 2009 due to the ineli@asur income
before income taxes.

Equity in Income of Investees

Our participation in the income generated fromiauestees for each of the six months ended Jun2@®® an
2008 was $0.9 million. The amount is derived mafntyn our 50% ownership of the Mammoth power plant.

Net Income

Net income for the six months ended June 30, 2089$80.5 million, as compared with $22.1 million tioe
six months ended June 30, 2008, which represeriteegase of 38.1%. Such increase in net incomepnasipally
attributable to: (i) an increase of $9.2 millionanr operating income; (ii) a $1.9 million decre@seterest expens
(iii) an increase of $1.6 million in foreign cur@ntransaction and translation gains; and (iv) & $dillion increase
in income attributable to a sale of equity intese$his was partially offset by: (i) a $3.3 milliamcrease in income
tax provision; and (ii) a $1.7 million decreaseriterest income.

Liquidity and Capital Resources

Our principal sources of liquidity have been dedifiem cash flows from operations, the issuanceunf
common stock in public and private offerings, pexdtefrom third party debt in the form of borrowingsler credit
facilities, issuance by Ormat Funding and OrCaltBewanal of their Senior Secured Notes and projeatiting
(including the Puna lease, the OPC Transactiortlem@®lkaria Il and Amatitlan loans described belowe have
utilized this cash to fund our acquisitions, depedmd construct power generation plants, and meedtber cash
and liquidity needs.

As of June 30, 2009, we have access to the follgwources of funds: (i) $46.0 million in cash aadlc
equivalents; (ii) proceeds of $15.0 million whiclens drawn on July 10, 2009 under the Olkaria financing
described below; and (iii) $201.1 million of unusaatporate borrowing capacity under existing cortedifines of
credit with different commercial banks. In additi@s described below, in July 2009,
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following the period of this report, we enterecbimivo long-term loan agreements of $20.0 milliontrewith
financial institutions.

Our estimated capital needs for the rest of 200Ride approximately $150.0 million for capital erpéures
on new projects in development or construction]agpion activity, operating projects, and machynand
equipment, as well as $21.6 million for debt repayit(including to our parent).

We expect to finance these requirements withh@)dources of liquidity described above; (ii) clsetvs from
our operations; (iii) $40.0 million of proceedsidoan agreements with financial institutions tvatentered into i
July 2009; (iv) additional borrowing capacity undieture lines of credit with commercial banks thet under
negotiations; (v) future project financing and maficing; and (vi) cash grant available to us utiterARRA in
respect of the North Brawley power plant. Our mamagnt believes that these sources will addresantigipated
liquidity, capital expenditures and other investtm&guirements. Our shelf registration statement on
Form S-3, which was declared effective on Octoh@088, provides us with the ability to raise aiddial capital of
up to $1.5 billion through the issuance of secesitsubject to market conditions.

Loan Agreements with our Parent

In 2003, we entered into a loan agreement with @tnwustries Ltd. (our parent company), which waster
amended on September 20, 2004. Pursuant to thisagr@ement, Ormat Industries agreed to make atéoas in
one or more advances not exceeding a total aggregadunt of $150.0 million. The proceeds of the la@re used
to fund our general corporate activities and investts. We are required to repay the loan and adénterest in ful
and in accordance with an agreed-upon repaymeetishand in any event on or prior to June 5, 201t@rest on
the loan is calculated on the balance from the dftiee receipt of each advance until the dateaghpent thereof at
a fixed rate of 7.5% per annum. All computationsndérest are made by Ormat Industries on the ludigisyear
consisting of 360 days. As of June 30, 2009, thstanding balance of the loan was approximatel@ #gllion,
compared to $26.2 million, as of December 31, 2008.

Third Party Debt

Our third party debt is composed of two principategories. The first category consists of projerice debt
or acquisition financing that we or our subsidiafi@ve incurred for the purpose of developing amtructing,
refinancing or acquiring our various projects, whare described under the heading “Non-Recoursé.mnited-
Recourse Third Party Debt”. The second categorgists1of debt incurred by us or our subsidiariegtneral
corporate purposes, which are described underahdihg “Full-Recourse Third Party Debt".

Non-Recourse and Limited-Recourse Third Party Debt
Ormat Funding Senior Secured Notes — Non Recourse

On February 13, 2004, Ormat Funding Corp. (OFCg, ainour subsidiaries, issued $190.0 milliodd,/ 8
% Senior Secured Notes (OFC Senior Secured Nates) offering subject to Rule 144A and Regulaticof $he
Securities Act of 1933, as amended, for the purpésefinancing the acquisition cost of the Bra@ymesa and
Steamboat 1/1A power plants, and the financindnefacquisition cost of the Steambdéat power plants. The OFC
Senior Secured Notes have a final maturity dateezfember 30, 2020. Principal and interest on th€ SEnior
Secured Notes are payable in semi-annual payménthwommenced on June 30, 2004. The OFC Seniar&gc
Notes are collateralized by substantially all &f #ssets of OFC and those of its wholly owned slidrgés and ar
fully and unconditionally guaranteed by all of thbolly owned subsidiaries of OFC. There are vari@strictive
covenants under the OFC Senior Secured Notes, wittdde limitations on additional indebtedness pagment
of dividends. As of June 30, 2009, OFC was in caamgke with the covenants under the OFC Senior 8ddiotes.
As of June 30, 2009, there were $150.9 million 8f05enior Secured Notes outstanding.
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OrCal Geothermal Senior Secured Notes — Non-Reeours

On December 8, 2005, OrCal Geothermal Inc. (Or@al¢, of our subsidiaries, issued $165.0 million,
6.21% Senior Secured Notes (OrCal Senior SecuréesNm an offering subject to Rule 144A and RetgoaS of
the Securities Act of 1933, as amended, for thegae of refinancing the acquisition cost of the étglibwer plants
The OrCal Senior Secured Notes have been rated BBitch. The OrCal Senior Secured Notes havaa fi
maturity date of December 30, 2020. Principal andrest on the OrCal Senior Secured Notes are fmiabemi-
annual payments that commenced on June 30, 20@60T@al Senior Secured Notes are collateralized by
substantially all of the assets of OrCal and thafses wholly owned subsidiaries and are fully andtonditionally
guaranteed by all of the wholly owned subsidiacgE®©rCal. There are various restrictive covenamnten the OrCal
Senior Secured Notes, which include limitationsadditional indebtedness and payment of dividendsofA
June 30, 2009, OrCal was in compliance with theeoawnts under the OrCal Senior Secured Notes. Aaradf 30,
2009, there were $113.6 million of OrCal SenioriBed Notes outstanding.

Olkaria Ill Loan — Non-Recourse

In March 2009, our wholly owned subsidiary, OrPowemmc. (OrPower 4), closed a project financingnmf
$105.0 million to refinance its investment in tt&MW Olkaria Ill geothermal power plant locateddenya. We
initially financed construction of Phase | and RhHf the project, as well as the drilling of ¥gelwith our own
funds. The loan is provided by a group of Europ@amelopment Finance Institutions (DFIs) arrange®BG —
Deutsche Investitions-und Entwicklungsgesellschaft (DEG). The first disbursement of $90.0 millias made
on March 23, 2009 and the second disbursement®0$tillion was made on July 10, 2009. The loan m#ture
on December 15, 2018, and will be payable in 1&kgemi-annual installments, commencing Decembgf089.
Interest on the loan is variable based on 6-moiBOR plus 4.0%, but we had the option to fix theenest rate
upon each disbursement. We fixed the interestaiat®77.0 million of the loan at 6.90% per annumerghare
various restrictive covenants under the loan, wirichude limitations on OrPower 4’s ability to madtistributions
to its shareholders. As of June 30, 2009, OrPoweaglin compliance with the covenants under tha.loa

Amatitlan Loan — Non-Recourse

In May 2009, the Company’s wholly owned subsidi@ytitlan Limitada (Ortitlan), entered into a note
purchase agreement, in an aggregate principal aned$42.0 million to refinance its investment ret20 MW
Amatitlan geothermal power plant located in Amatitfl Guatemala. We initially financed the constutf the
project, as well as the drilling of wells with comate funds. The loan was provided by TCW Globajdat Funds |
Ltd. (TCW). The loan will mature on June 15, 2046¢ will be payable in 28 quarterly installmentsmenencing
September 15, 2009. The annual interest rate oloémeis 9.83%, but the effective cost for us ipragimately 8%,
due to the elimination, following the refinanciraf,the political risk insurance premiums that we ha&en paying ¢
our equity investment in the project. There areoter restrictive covenants under the loan, whidtuide limitations
on Ortitlan’s ability to make distributions to ghareholders. Management believes that as of JYyr2089, Ortitlan
was in compliance with the covenants under the.loan

Senior Loans from International Finance Corporati®RC) and Commonwealth Development Corporation
(CDC) — (The Zunil Power Plant) — Non-Recourse

Orzunil | de Electricidad, Limitada (Orzunil), a ity owned subsidiary in Guatemala, has senior loan
agreements with IFC and CDC. The loan from IFGybich $4.0 million was outstanding as of June 3MX has a
fixed annual interest rate of 11.775%, and matareslovember 15, 2011. The loan from CDC, of which
$3.2 million was outstanding as of June 30, 20@8, &fixed annual interest rate of 10.300%, andireaton
August 15, 2010. There are various restrictive cangs under the Senior Loans, which include linutet on
Orzunil’s ability to make distributions to its skaolders. As of June 30, 2009, Orzunil was in céengk with the
covenants under these senior loans.
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Credit Facility Agreement (The Momotombo Power Blan Limited Recourse

Ormat Momotombo Power Company (Momotombo), a whollyned subsidiary in Nicaragua, has a loan
agreement with Bank Hapoalim, of which $4.0 millieas outstanding as of June 30, 2009, bearingtarest rate
of 3-month LIBOR plus 2.375% per annum on tranche of the loan and 3-month LIBOR plus 3.0% per amioun
tranche two of the loan. Tranche one of the loaturea on September 5, 2010, and is payable in 8&eyly
installments of $298,000 each and tranche two@fdan matures on December 5, 2010, and is payaBi®
quarterly installments of $424,000 each. Therevar®us restrictive covenants under this loan, Whnclude
limitations on Momotombo’s ability to make distriimns to its shareholders. As of June 30, 2009, ktombo was
in compliance with the covenants under the loan.

New Financing of Our Projects
Financing of the North Brawley Power Plant

As a result of the recent enactment of the ARRAjmend to refinance the equity invested in the
North Brawley power plant partially with a cashmgravailable to us under the ARRA and with I-term debt. We
have started to review possible debt options irctptal market.

Full-Recourse Third Party Debt

In December 2008, our subsidiary, Ormat Nevada(ldomat Nevada), entered into an amendment ofédic
agreement with Union Bank, N.A., formerly knownldsion Bank of California, N.A. (Union Bank), extand the
final maturity of the facility and increasing itstal amount to $37.5 million. Under the credit agnent, Ormat
Nevada can request extensions of credit in the fufrtbansand/or the issuance of one or more letters of tredi
Union Bank is currently the sole lender and issdiagk under the credit agreement, but is also detig as an
administrative agent on behalf of banks that maymftime to time in the future, join the credit egment as parties
thereto. In connection with this transaction, weehantered into a guarantee in favor of the adimatigse agent for
the benefit of the banks, pursuant to which we edjte guarantee Ormat Nevada’s obligations undectédit
agreement. Ormat Nevada’s obligations under thaitcagreement are otherwise unsecured by any ¢diitany of
its subsidiaries’) assets.

Loans and draws under the letters of credit (ifjamder the credit agreement will bear intereshatfloating
rate based on the Eurodollar plus a margin. Therearious restrictive covenants under the cregti¢@ment, which
include maintaining certain levels of tangible wetrth, leverage ratio, minimum coverage ratio, ardistribution
coverage ratio. In addition, there are restrictionglividend distributions in the event of a paytaafault or
noncompliance with such ratios.

As of June 30, 2009, ten letters of credit in theant of $26.4 million remain issued and outstagdinder thi:
credit agreement with Union Bank.

We also have credit agreements with five commetmaks for an aggregate amount of $310.0 milliomdés
these credit agreements, we or our Israeli subrgidirmat Systems, can request extensions of drettie form of
loans and/or the issuance of one or more lettecsenfit. Each of the credit agreements has a téthree years.

Loans and draws under the credit agreements or amgeetters of credit will bear interest at tlespective
bank’s cost of funds plus a margin. As of June2B9, loans in the amount of $120.0 million weréstanding
under such credit agreements.

Following the period covered by this report, inyJB009, we entered into a 6-year loan agreement of
$20.0 million with a group of financial institutisnThe loan matures on July 16, 2015, is payabl® isemi-annual
installments commencing January 16, 2010 and lzarsal interest of 6.5%.

Also following the period covered by this report,July 2009, we entered into an 8-year loan agreeofe
$20.0 million with a group of financial institutisnThe loan matures on August 1, 2017, is payabl® isemi-
annual installments commencing February 1, 201 2baads interest at 6-month LIBOR plus 5.0%.
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Our obligations under the credit and loan agreemarg unsecured, but we are subject to a negdédgein
favor of the banks and certain other restrictiveer@mnts. These include, among other things, a Ipitain on:
(i) creating any floating charge or any permandatige, charge or lien over our assets without obitgithe prior
written approval of the lender; (ii) guaranteeihg tiabilities of any third party without obtaininige prior written
approval of the lender; and (iii) selling, assignitransferring, conveying or disposing of all abstantially all of
our assets. In some cases, we have agreed to maiattain financial ratios such as a debt seremeerage ratio
and a debt to equity ratio. The failure to perfanobserve any of the covenants set forth in sgceeaments,
subject to various cure periods, would result mdlscurrence of an event of default and would entitd lenders to
accelerate all amounts due under each such agréemen

Some of the credit and loan agreements contairsatefault provisions with respect to other material
indebtedness owed by us to any third party.

We are currently in compliance with our covenanith wespect to these credit and loan agreementshelieve
that the restrictive covenants, financial ratiod ather terms of any of our (or Ormat Systems’)-fetourse bank
credit agreements will not materially impact ousimess plan or plan of operations.

Letters of Credit

Some of our customers require our project subsetiao post letters of credit in order to guarartesr
respective performance under relevant contractsak&elso required to post letters of credit tauseour
obligations under various leases and licenses ayd from time to time, decide to post letters @dit in lieu of
cash deposits in reserve accounts under certanding arrangements. In addition, our subsidiarm& Systems,
is required from time to time to post performaneiers of credit in favor of our customers withprest to orders of
products.

Bank Hapoalim and Bank Leumi have issued such pednce letters of credit in favor of our custonfeosn
time to time. As of June 30, 2009, Bank Hapoalird Bank Leumi have agreed to make available to ttesrteof
credit totaling $32.9 million and $25.8 million spectively. As of such date, Bank Hapoalim and Blagkmi have
issued letters of credit in the amount of $19.3iariland $25.8 million, respectively. These letteferedit were not
issued under the credit agreements discussed tiRaleRecourse Third Party Debt” above and therefdo not use
up the of $310.0 million of credit available undleose agreements.

In addition, we and certain of our subsidiaries meguest letters of credit under the credit agregsneith
Union Bank and five other commercial banks as diesdrabove under “Full-Recourse Third Party DeBs .of
June 30, 2009, ten letters of credit in the amo@i$26.4 million remained issued and outstandindeurthe Union
Bank credit agreement

Puna Project Lease Transactions

On May 19, 2005, our subsidiary in Hawaii, Puna @eomal Ventures (PGV), entered into a transaction
involving the Puna geothermal power plant locatedh® Big Island of Hawaii. The transaction wasaoded with
financing parties by means of a leveraged leassaion. A secondary stage of the lease transatlating to twc
new geothermal wells that PGV drilled in the sechall of 2005 (for production and injection) wasrgaeted on
December 30, 2005. Pursuant to a 31-year head, le@¢leased its geothermal power plant to the abmntioned
financing parties in return for deferred lease pegts by such financing parties to PGV in the agateegmount of
$83.0 million.

OPC Transaction

On June 7, 2007, our wholly owned subsidiary, OrNetada, entered into agreements with affiliates of
Morgan Stanley & Co. Incorporated and Lehman Bnathec., under which those investors purchased, for
$71.8 million, interests in a newly formed subsidiaf Ormat Nevada, OPC, which owns our Desert RPgak
Steamboat Hills and Galena 2 power plants locatédevada.
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On April 17, 2008, a second closing of the trarisactvas concluded. Under this second closing, Oideatadze
transferred the Galena 3 geothermal power pla®RE, and received from the institutional equityestors
$63.0 million, net of transaction costs.

Ormat Nevada will continue to operate and maintiagprojects and will receive initially all of thdstributable
cash flow generated by the projects until it reeevke capital that it has invested in the projestsle the investors
will receive substantially all of the productiorxteredits and the taxable income or loss, and istelslitable cash
flow after Ormat Nevada has recovered its capiaé investor’s return is limited by the term of thensaction.
Once the investors reach a target after-tax yialtheir investment in OPC (the Flip Date), Ormataga will
receive 95% of both distributable cash and taxadgleme and the investors will receive 5% of bottrithutable
cash and taxable income on a going forward basifowing the Flip Date, Ormat Nevada also has thigon to buy
out the investors’ remaining interest in OPC atttien-current fair market value or, if greater, itneestors’ capital
account balances in OPC. Should Ormat Nevada exetfitis purchase option, it would thereupon reteebieing
sole owner of the projects.

Liquidity Impact of Uncertain Tax positions

As discussed in Note 14 to our Condensed Conselidainancial Statements set forth in Item 1 of tuiarterly
report, we have a liability associated with unredegd tax benefits and related interest and pesailti the amount
of approximately $4.1 million as of June 30, 2008is liability is included in long-term liabilitiem our
consolidated balance sheet, because we generafigtdmticipate that settlement of the liabilitylwequire
payment of cash within the next twelve months. \Aeret able to reasonably estimate when we will ereky cash
payments required to settle this liability, butrdat believe that the ultimate settlement of ouigailons will
materially effect our liquidity.

Dividend
The following are the dividends declared by us myithe past two years:

Dividend Amount

Date Declarec per Share Record Date Payment Date
November 6, 200 $ 0.0t November 28, 200 December 12, 200
February 26, 200 $ 0.0t March 14, 200¢ March 27, 200¢
May 6, 200¢ $ 0.0t May 20, 200¢ May 27, 200¢
August 5, 200¢ $ 0.0t August 19, 200t August 29, 200
November 5, 200 $ 0.0t November 19, 200 December 2, 200
February 24, 200 $ 0.07 March 16, 200¢ March 26, 200¢
May 8, 200¢ $ 0.0€ May 20, 200¢ May 27, 200¢
August 5, 200¢ $ 0.0¢ August 18, 200¢ August 27, 200¢

Historical Cash Flows
The following table sets forth the components af @ash flows for the relevant periods indicated:

Six Months Ended

June 30,
2009 2008
Net cash provided by operating activit $ 5533 $ 49,62
Net cash used in investing activit| (158,407 (167,37
Net cash provided by financing activiti 114,51¢ 208,29:
Translation adjustments on cash and cash equi 18€ —
Net change in cash and cash equival 11,63¢ 90,54(
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For the Six Months ended June 30, 2009

Net cash provided by operating activities for thensonths ended June 30, 2009 was $55.3 million, as
compared with $49.6 million for the six months eshdeine 30, 2008. Such net increase of $5.7 mitksnlted
primarily from the increase in net income to $3@illion in the six months ended June 30, 2009,aspared with
$22.1 million in the six months ended June 30, 208&nly as a result of the increase in the opegaticome, as
described above.

Net cash used in investing activities for the sbnihs ended June 30, 2009 was $158.4 million, agaced
with $167.4 million for the six months ended Jufe Z008. The principal factors that affected ouraash used in
investing activities during the six months endede]80, 2009 were capital expenditures of $147.6anjlprimarily
for our facilities under construction and a $10i6iom increase in restricted cash, cash equivalamid marketable
securities. The principal factors that affected etrcash used in investing activities during tlkersonths ended
June 30, 2008 were capital expenditures of $177I®m primarily for our power facilities under egtruction and
$3.1 million increase in restricted cash, cashejants and marketable securities, offset by aébffillion decreas
in marketable securities.

Net cash provided by financing activities for tliseraonths ended June 30, 2009 was $114.5 millisn, a
compared with $208.3 million for the six months eddune 30, 2008. The principal factors that agfé:the net ca:
provided by financing activities during the six nfenended June 30, 2009 were: (i) the proceed8@bD$nillion
from the Olkaria Ill Loans; (ii) proceeds of $42x0llion from the Amatitlan Loan; and (iii) $20.0 Hion drawn
under revolving lines of credit from banks, offbgt (i) the repayment of debt to our parent inaneount of
$16.6 million; (ii) the repayment of long-term débtthe amount of $10.9 million; and (iii) the pagnt of a
dividend to our shareholders in the amount of $5illon. The principal factors that affected outt ocash provided
by financing activities during the six months endede 30, 2008 were: (i) the net proceeds of $148libn from
the sale of 3,100,000 shares in block trade;Hg)$33.3 million net proceeds from our sale of 858,shares to our
parent; and (iii) the $63.1 million in net proceedseived from the institutional equity investarsSQPC for the
transfer of the Galena 3 geothermal project to QBlating to the second closing of the OPC Transagcbffset by:
(i) the repayment of long-term debt in the amour#17.0 million, (i) the repayment of debt to quarent in the
amount of $16.6 million; and (iii) the payment oflizidend to our shareholders in the amount of $4dilflon.

Capital Expenditures

Our capital expenditures primarily relate to twanpipal components: (i) the enhancement of ourtergs
power plants; and (ii) the development and conttn®f new power plants. We expect that the foltayv
enhancements of our existing power plants anddhstouction of new power plants will be fundediadly from
internally generated cash or other available catgoresources, which we expect to subsequentlyamedie with
limited or non-recourse debt at the project level.

Puna Project An enhancement program for the Puna projecténited to increase the output of the project
by an estimated 8 MW through the construction of0Qmits. We expect that such enhancement progrdirbevi
completed by the end of 2009 or 2010. We are ioudisions with Hawaii Electric Light Company for thede of
additional electrical power from the Puna project.

OREG 2 Project We have brought on line two of the four unitdted OREG 2 REG project along the
Northern Border natural gas pipeline, which havetcapacity of 5.5 MW each. The remaining twosiait
expected to be completed by the end of 2009.

East Brawley Project We plan to construct and have begun manufact@guipment and exploration drilling
for an additional 30 MW power plant in the Brawkégown Geothermal Resource Area in Imperial County,
California, adjacent to the North Brawley projgeompletion of the project was initially projecteat the end of
2009. We are still awaiting the required constautipermits and therefore the project’s completidhbve delayed
until 2010.

GRE Project We are developing a 5.3 MW recovered energy geioer project for Great River Energy,
which will be located along the Northern Borderglipe in Martin County, Minnesota. We signed a 2@y
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power purchase agreement with Great River EnergyeXpect this facility to be commissioned by thd eh2009.

Jersey Valley Project We are currently developing the Jersey Valleygmtoon Bureau of Land Management
leases located in Nevada. The project is expeotdéltver between 18 MW to 30 MW of power generatimder a
20-year power purchase agreement with NV Energy,We expect this project to be completed by thiear2010.

We have budgeted approximately $353 million forphgjects described above and have invested
approximately $121 million of such budget as ofeJ@0, 2009, and expect to invest approximately $adi&on in
the rest of 2009.

In addition to the above projects, our operating/guoplants have capital expenditure requirement2@09 of
approximately $2 million. We plan to start othenstruction and enhancement of additional projemtsftotal
amount of $2 million and we have various leasegémthermal resources, in which we have startetbeagion
activity, for a total investment amount of approaiely $15 million for the rest of 2009.

In addition, in order to finalize the constructiofthe North Brawley power plant we plan to invest
approximately $28 million in such power plant ir ttest of 2009.

Exposure to Market Risks

The recent worldwide financial and credit crisis haduced the availability of liquidity and crettitftund the
continuation and expansion of industrial busingssrations worldwide. While, based on current caodg, we
believe that we have sufficient financial resourmefind our activities and execute our busineas pi 2009, if
worldwide economic conditions worsen, the costlihning financing for our project needs may insgea
significantly or such financing may not be avaitaht all. In addition, a prolonged economic slowdaauld reduc
worldwide demand for energy, including our geothalrenergy, REG and other products.

One market risk to which power plants are typicalyosed is the volatility of electricity pricesuexposure
to such market risk is limited currently becauselong-term power purchase agreements have fixedcalating
rate provisions that limit our exposure to changeslectricity prices. However, beginning in Mayl2) the energy
payments under the power purchase agreementsefétdher 1 and 2 power plants, the Ormesa complaxhen
Mammoth power plants will be determined by refeesticthe relevant power purchaser’s short run abbsts.
The decline in oil prices that impact Hawaii Eléctright Company’s avoided costs reduced the eneatps for the
Puna plant and may reduce it further if oil pricestinue to decline. However, the energy ratebénRuna power
plant are higher than the floor under the Puna p@uechase agreement. As of June 30, 2009, 74.58@rof
consolidated long-term debt (including amounts oteedur parent) was in the form of fixed rate séms, and
therefore, not subject to interest rate volatitisk. As of such date, 25.5% of our debt was inftien of a floating
rate instrument, exposing us to changes in inteatss in connection therewith. As of June 30, 28137.0 million
of our debt remained subject to some floating riate

We currently maintain our surplus cash in shonttanterest-bearing bank deposits, money marketritiss,
commercial paper (with a minimum investment graatang of AA by Standard & Poor’s Ratings Services).

Our cash equivalents and our portfolio of marketaglcurities are subject to market risk due to ghaim
interest rates. Fixed rate securities may have tharket value adversely impacted due to a rigetarest rates,
while floating rate securities may produce les®ine than expected if interest rates fall. Due irn fmathese factors,
our future investment income may fall short of ectpon due to changes in interest rates or we suéfer losses in
principal if we are forced to sell securities tdatline in market value due to changes in intaedst. However
because we classify our debt securities as “avedfdr-sale”, no gains or losses are recognizedtdwhanges in
interest rates unless such securities are sold farimaturity or declines in fair value are detared to be
other-than-temporary. Auction rate securities augties that are structured with short-term ies¢rate reset dates
of generally less than ninety days but with coritracmaturities that can be
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well in excess of ten years. At the end of eachtrgsriod, which depending on the security can poaowa dalily,
weekly, or monthly basis, investors can sell orteare to hold the securities at par. These seesrire subject to
fluctuations in fair value depending on the supptyl demand at each auction.

Another market risk to which we are exposed is prity related to potential adverse changes in prei
currency exchange rates, in particular the fluotumedf the U.S. dollar versus the New Israeli ShékéS). Risks
attributable to fluctuations in currency exchanages can arise when any of our foreign subsididndesows funds
or incurs operating or other expenses in one typeiwency but receives revenues in another. Iih sases, an
adverse change in exchange rates can reduce sumidiaty’s ability to meet its debt service obligat, reduce the
amount of cash and income we receive from suchigorgubsidiary, or increase such subsidiary’s di’ergpenses.
Risks attributable to fluctuations in foreign curtg exchange rates can also arise when the curder@mination
of a particular contract is not the U.S. dollarbStantially all of our power purchase agreementhéninternational
markets are either U.S. dollar-denominated or likcethe U.S. dollar. Our construction contractsrfitime to time
contemplate costs which are incurred in local magies. The way we often mitigate such risk is tweree part of th
proceeds from the sale contract in the currenayhith the expenses are incurred. Through most 082@e did nc
use any material foreign currency exchange corsti@cother derivative instruments to reduce ouosype to this
risk. Currently, we have forward and option contisan place to reduce our foreign currency expqsame expect t
continue to use currency exchange and other demévetstruments to the extent we deem such instntsne be the
appropriate tool for managing such exposure. Waaldelieve that our exchange rate exposure hadlldrave a
material adverse effect on our financial conditi@sults of operations or cash flows.

Concentration of Credit Risk

Our credit risk is currently concentrated withraited number of major customers: Southern Calioidison,
Hawaii Electric Light Company, and Sierra Pacifawer Company and Nevada Power Company (subsidiafies
NV Energy, Inc.). If any of these electric utilgiéails to make payments under its power purchgesemments witl
us, such failure would have a material adverse ainpa our financial condition.

Southern California Edison accounted for 21.1% 3Md@% of our total revenues for the three montluedn
June 30, 2009 and 2008, respectively, and 19.598@rido of our total revenues for the six monthseendline 30,
2009 and 2008, respectively. Southern Californis@is also the power purchaser and revenue séorroair
Mammoth power plants, which we account for sepfrateder the equity method of accounting.

Hawaii Electric Light Company accounted for 4.9%l d16.5% of our total revenues for the three mostided
June 30, 2009 and 2008, respectively, and 7.494.8r&% of our total revenues for the six months dnti;e 30,
2009 and 2008, respectively.

Sierra Pacific Power Company and Nevada Power Coyngecounted for 12.0% and 12.4% of our total
revenues for the three months ended June 30, 2@D2G08, respectively, and 12.8% and 13.5% of atad t
revenues for the six months ended June 30, 2002@0®8, respectively.

Government Grants and Tax Benefits

On February 17, 2009, President Obama signedamtdHe ARRA, which extended the existing tax sup$ia
companies that use geothermal steam or fluid temgéa electricity. The existing tax subsidy is eotpuction tax
credit,” which in 2009 is 2.1 cents per kWh anddjusted annually for inflation. The production tardit may be
claimed for ten years on the electricity outpuheWw geothermal power plants put into service bydbemer 31,
2013. The ARRA also allows companies that geneigtetricity from certain renewable sources, inahgdi
geothermal steam or fluid, to forego the productincredit and elect instead a ditee investment tax credit eqt
to 30% of the cost of the renewable energy prodadcility. The investment tax credit is claimetien the
qualifying facility is placed in service for fedéiacome tax purposes. The owner of the projecttrogose
between the production tax credit and the 30% imvest tax credit described above. In either casdeucurrent
tax rules, any unused tax credit has a 1-year ¢mck and a 20-year carry forward. Whether we cliien
production tax credit or the investment tax credi,are
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also permitted to depreciate most of the plantdarpurposes over five years on an accelerated,basianing that
more of the cost maybe deducted in the first feargé¢han during the remainder of the depreciateniog. For
certain projects that we place into service in 2009 may be able to claim a depreciation bonus thatddition to
accelerated depreciation, would permit us to deB0@t of the plant cost in 2009. If we claim thegatment tax
credit, our “tax base” in the plant that we carorexr through depreciation and the depreciation bonust be
reduced by half of the tax credit; if we claim aguction tax credit; there is no reduction in the basis for
depreciation. Companies that begin constructioqualifying energy facilities during 2009 or 201dacomplete
such facilities no later than 2013), or place dyig facilities in service during 2009 or 2010, ynzhoose to apply
for a cash grant from the U.S. Department of Trgaguan amount equal to the investment tax crédlider the
ARRA, the U.S. Department of Treasury is instrudte@ay the cash grant within 60 days of the apfibn or the
date on which the qualifying facility is placedsarvice. We believe that a number of our new geotakplants
may qualify for the cash grant from the DepartranEreasury. Although some questions remain opgarding the
scope of the new subsidies under the ARRA, we dxpem to lead to increased sources of capitabforbusiness.

Production of electricity from geothermal resourisealso supported under the new “Temporary Progfam
Rapid Deployment of Renewable Energy and Electoiwd? Transmission Projects” established with the
U.S. Department of Energy as part of the DepartroBinergy’s existing Innovative Technology LoandBantee
Program. The new program: (i) extends the scopkeoéxisting federal loan guarantee program to cmmewable
energy projects, renewable energy component matumiiag facilities and electricity transmission projs that
embody established commercial, as well as innogatachnologies; and (ii) provides an appropriatmoover the
“credit subsidy costs” of such projects (meanirg élstimated average costs to the federal governimentissuing
the loan guarantee, equivalent to a lending baloks loss reserve.

To be eligible for a guarantee under the new progesupported project must break ground, and theamtee
must be issued, by September 30, 2011. A projgpated by the federal guarantee under the newanognust
pay prevailing federal wages.

Based on the appropriation of $6 billion dollarpty the credit subsidy costs of guarantees issnddr the
new program, it is likely that between $60 billiem$120 billion of financing (assuming average $iys
requirements between 10% and 5%, respectively)bgilhvailable to eligible projects, including gemthal power
plants.

Our subsidiary, Ormat Systems, received “Benefiiaterprise” status under Isragl.aw for Encouragement
Capital Investments, 1959 (the Investment Law)hwétspect to two of its investment programs. Asadited
Enterprise, Ormat Systems was exempt from Israetime taxes with respect to income derived fronfitee
benefited investment for a period of two years #tatted in 2004, and thereafter such income igsuto reduced
Israeli income tax rates of 25% for an additiome fyears. Ormat Systems is also exempt from lsira@me taxes
with respect to income derived from the second fitkeinvestment for a period of two years thattsthin 2007,
and thereafter such income is subject to redugeglisncome tax rates of 25% for an additionaéfixears. These
benefits are subject to certain conditions, inalgdamong other things, that all transactions batw@enat Systems
and our affiliates are at arms length, and thattheagement and control of Ormat Systems will bmftsrael
during the whole period of the tax benefits. A adpm control should be reported to the Israeli Aaxhorities in
order to maintain the tax benefits. In additionaasndustrial company, Ormat Systems is entitteddcelerated
depreciation on equipment used for its industrigivities. Under the provisions of certain tax riegions published
in Israel in 2005, industrial companies whose ofena are mostly “Eligible Operations” are entitkedclaim
accelerated depreciation at the rate of 100% orhimaxy and equipment acquired from July 1, 2005 to
December 31, 2006. Accelerated depreciation i®toldimed over two years. In the year in whichegfjgipment
was acquired, the regular depreciation rate ietolaimed, with the remainder to be claimed ingbeond year.
Under the provisions of certain tax regulationslighied in Israel in July 2008, industrial companidsose
operations are mostly “Eligible Operations” areitéed to claim accelerated depreciation at the c&te0% on
machinery and equipment acquired from June 1, 2008ay 31, 2009 and placed in service at the lateix
months after acquisition or before May 31, 2009.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We incorporate by reference the information appeguinder “Exposure to Market Risks” and “Conceintrat
of Credit Risk” in Part I, Item 2 of this quartergport on Form 10-Q.

ITEM 4. CONTROLS AND PROCEDURES

a. Evaluation of disclosure controls and procedure

Our management, with the participation of our Cligécutive Officer and Chief Financial Officer, &vated
the effectiveness of our disclosure controls amd@udures to ensure that the information requirdzbtdisclosed in
our filings pursuant to Rule 13a-15 under the Séesrand Exchange Act of 1934, as amended, igdedo
processed, summarized and reported within the pieni@ds specified in the Securities and Exchangar@ission’s
rules and forms and to ensure that such informasi@mcumulated and communicated to managemehiding our
Chief Executive Officer and Chief Financial Officas appropriate to allow timely decisions regardimquired
disclosure. Based on that evaluation as of Jun&@, our Chief Executive Officer and Chief Finah©fficer
have concluded that our disclosure controls andgaiares (as defined in Rules 13a-15(e) and 15d-L5@er the
Securities Exchange Act of 1934, as amended) wiéretioe.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or déte
misstatements. Also, projections of any evaluatibeffectiveness to future periods are subjecheorisk that
controls may become inadequate because of chamgesdlitions, or that the degree of compliance wWithpolicies
or procedures may deteriorate.

b. Changes in internal controls over financial reportng

There were no changes in our internal controls &wmancial reporting in the second quarter of 2@ have
materially affected or are reasonably likely to enilly affect our internal controls over financiaporting.

PART Il — OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

There were no material developments in any legatgrdings to which the Company is a party duriegtiinee
months period ended June 30, 2009.

From time to time, we (and our subsidiaries) apay to various lawsuits, claims and other legal a
regulatory proceedings that arise in the ordinayrse of our (and their) business. These actiguisdily seek,
among other things, compensation for alleged padsojury, breach of contract, property damage,iipmn
damages, civil penalties or other losses, or irtjua®@r declaratory relief. With respect to suchdaits, claims and
proceedings, we accrue reserves in accordanceastibunting principles generally accepted in the. W8 do not
believe that any of these proceedings, individuatlyn the aggregate, would materially and advgraéect our
business, financial condition, future results aashcflows.

ITEM 1A. RISK FACTORS

A comprehensive discussion of our risk factora@uded in the “Risk Factors” section of our anmeglort on
Form 10-K for the year ended December 31, 2004 filéh the SEC on March 2, 2009.
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ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OPROCEEDS

There were no unregistered sales of equity seesiiti the Company during the second fiscal quaft2009.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

Our management believes that we are currently mmptiance with our covenants with respect to ourdtmiarty

debt.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDER

On May 8, 2009, we held our Annual Meeting of Staulklers. The three directors whose terms expireieat
meeting, Yehudit Bronicki, Jacob J. Worenklein &abert F. Clarke, were each re-elected by votaef t
stockholders at such meeting. In addition, theldtoltlers voted to ratify the appointment of
PricewaterhouseCoopers LLP as our independentaadditfiscal year 2009.

The results of the votes were as follows:

Votes Against Broker
Proposa Votes For Withheld Abstentions  Non-Vote
Election of Director Yehudit Bronict 34,106,00 5,975,32: None None
Election of Director Jacob J. Worenkle 39,799,221 282,11. None None
Election of Director Robert F. Clarl 39,799,21. 309,30: None None
Ratification of appointment of PricewaterhouseCaepd. P 35,256,81 181,94: None None

ITEM 5. OTHER INFORMATION

None.

ITEM 6. EXHIBITS [to update]

Exhibit No.
3.1

3.2

3.3

4.3

4.4

4.5

Documen

Second Amended and Restated Certificate of Incatjwor, incorporated by reference to Exhibit 3.1 to
Ormat Technologies, Inc. Registration Statemerffam S-1 (File No. 333-117527) to the Securities
and Exchange Commission on July 20, 2(

Third Amended and Restated By-laws, incorporatedeisrence to Exhibit 3.2 to Ormat Technologies,
Inc. Current Report on Forn-K to the Securities and Exchange Commission onugepr26, 2009
Amended and Restated Limited Liability Company Agnent of OPC LLC dated June 7, 2007, by and
among Ormat Nevada Inc., Morgan Stanley Geothelin@l and Lehman-OPC LLC, incorporated by
reference to Exhibit 3.1 to Ormat Technologies, @arrent Report on Form 8-K to the Securities and
Exchange Commission on June 13, 2(

Form of Rights Agreement by and between Ormat Telclgies, Inc. and American Stock Transfer &
Trust Company, incorporated by reference to ExHit3tto Ormat Technologies, Inc. Registration
Statement Amendment No. 2 on Form S-1 (File No-BB&527) to the Securities and Exchange
Commission on October 22, 20(

Indenture for Senior Debt Securities, dated asmptidry 16, 2006, between Ormat Technologies, Inc.
and Union Bank of California, incorporated by refece to Exhibit 4.2 to Ormat Technologies, Inc.
Registration Statement Amendment No. 1 on Form(5i#8 No. 333-131064) to the Securities and
Exchange Commission on January 26, 2!

Indenture for Subordinated Debt Securities, dagedfdanuary 16, 2006, between Ormat Technolo
Inc. and Union Bank of California, incorporatedreference to Exhibit 4.3 to Ormat Technologies,
Registration Statement Amendment No. 1 on Form(5it8 No. 333-131064) to the Securities and
Exchange Commission on January 26, 2!
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Exhibit No.
10.23

311
312
321

32.2

Document

Note Purchase Agreement, dated as of may 18, 2008 Ortitlan Limitada and TCW Global Proj
Fund 11, Ltd., incorporated by reference to Exhitit23 to Ormat Technologies, Inc. Current Repn
Form &K to the Securities and Exchange Commission on ®13y2009

Certification of the Chief Executive Officer pursudo 18 U.S.C. Section 1350, as adopted pursoant t
Section 302 of the Sarbal-Oxley Act of 2002, filed herewitt

Certification of the Chief Financial Officer pursudo 18 U.S.C. Section 1350, as adopted pursoant t
Section 302 of the Sarbal-Oxley Act of 2002, filed herewitt

Certification of the Chief Executive Officer pursudo 18 U.S.C. Section 1350, as adopted pursoant t
Section 906 of the Sarbal-Oxley Act of 2002, filed herewitt

Certification of the Chief Financial Officer pursudo 18 U.S.C. Section 1350, as adopted pursoant t
Section 906 of the Sarbal-Oxley Act of 2002, filed herewitt
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdréport tc
be signed on its behalf by the undersigned theceduly authorized.

ORMAT TECHNOLOGIES, INC.

By: /s/ JOSEPH TENNE

Name: Joseph Tenne
Title:  Chief Financial Office

Date: August 5, 2009
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Second Amended and Restated Certificate of Incatjmor, incorporated by reference to Exhibit 3.1 to
Ormat Technologies, Inc. Registration Statemerftam S-1 (File No. 333-117527) to the Securities
and Exchange Commission on July 20, 2(

Third Amended and Restated Byws, incorporated by reference to Exhibit 3.2 ton@t Technologies
Inc. Current Report on Forn-K to the Securities and Exchange Commission onugepr26, 2009
Amended and Restated Limited Liability Company Agmnent of OPC LLC dated June 7, 2007, by
among Ormat Nevada Inc., Morgan Stanley Geothekin@l and Lehman-OPC LLC, incorporated by
reference to Exhibit 3.1 to Ormat Technologies, Barrent Report on Form 8-K to the Securities and
Exchange Commission on June 13, 2(

Form of Rights Agreement by and between Ormat Teldgies, Inc. and American Stock Transfer &
Trust Company, incorporated by reference to ExHit8tto Ormat Technologies, Inc. Registration
Statement Amendment No. 2 on Form S-1 (File No-BBB&527) to the Securities and Exchange
Commission on October 22, 20(

Indenture for Senior Debt Securities, dated asobidry 16, 2006, between Ormat Technologies, Inc.
and Union Bank of California, incorporated by refece to Exhibit 4.2 to Ormat Technologies, Inc.
Registration Statement Amendment No. 1 on Form(Si#8 No. 333-131064) to the Securities and
Exchange Commission on January 26, 2!

Indenture for Subordinated Debt Securities, datedfdanuary 16, 2006, between Ormat Technolc
Inc. and Union Bank of California, incorporatedrefyerence to Exhibit 4.3 to Ormat Technologies,
Registration Statement Amendment No. 1 on Form(Ei{8 No. 333-131064) to the Securities and
Exchange Commission on January 26, 2!

Note Purchase Agreement, dated as of may 18, 2008 Ortitlan Limitada and TCW global Proje
Fund 11, Ltd., incorporated by reference to Exhitit23 to Ormat Technologies, Inc. Current Repn
Form &K to the Securities and Exchange Commission on ®gy2009

Certification of the Chief Executive Officer pursudo 18 U.S.C. Section 1350, as adopted pursoant t
Section 302 of the Sarbal-Oxley Act of 2002, filed herewitt

Certification of the Chief Financial Officer pursudo 18 U.S.C. Section 1350, as adopted pursoant t
Section 302 of the Sarbal-Oxley Act of 2002, filed herewitt

Certification of the Chief Executive Officer pursudo 18 U.S.C. Section 1350, as adopted pursoant t
Section 906 of the Sarbal-Oxley Act of 2002, filed herewitt

Certification of the Chief Financial Officer pursudo 18 U.S.C. Section 1350, as adopted pursoant t
Section 906 of the Sarbal-Oxley Act of 2002, filed herewitt

56



Exhibit 31.1

Ormat Technologies, Inc.
Certification Pursuant to Section 302 of the Sarbaes-Oxley Act of 2002

[, Yehudit Bronicki, certify that:
1. | have reviewed this quarterly report on ForraQ8f Ormat Technologies, Inc.;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or dmndttate a
material fact necessary to make the statements,rimaliight of the circumstances under which sueteshents were
made, not misleading with respect to the perioceoad by this report;

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

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure
controls and procedures (as defined in ExchangdrAitts 13a-15(e) and 15d-15(e)) and internal cootrer
financial reporting (as defined in Exchange Actddul 3a-15(f) and 15d-15(f)) for the registrant bhade:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedare
be designed under our supervision, to ensure thgtmal information relating to the registrant,lirding its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during tberiod in
which this report is being prepared;

(b) Designed such internal control over financégarting, or caused such internal control overrfaial
reporting to be designed under our supervisiopyéeide reasonable assurance regarding the rétyabfl
financial reporting and the preparation of finahsiatements for external purposes in accordantiegeinerall
accepted accounting principles;

(c) Evaluated the effectiveness of the registradisslosure controls and procedures and presentenisi
report our conclusions about the effectivenest@fdisclosure controls and procedures, as of thegthe
period covered by this report based on such evahjand

(d) Disclosed in this report any change in thegegnt's internal control over financial reportitigt
occurred during the registrant’s most recent fisgalrter (the registrant’s fourth fiscal quartethe case of an
annual report) that has materially affected, oe#@sonably likely to materially affect, the regsit’s internal
control over financial reporting; and

5. The registrant’s other certifying officer andve disclosed, based on our most recent evaluatioernal
control over financial reporting, to the registrargtuditors and the audit committee of the reggisaBoard of
Directors (or persons performing the equivalentfioms):

(a) All significant deficiencies and material weakses in the design or operation of internal cootrer
financial reporting which are reasonably likelyatdversely affect the registrant’s ability to recgrtbcess,
summarize and report financial information; and

(b) Any fraud, whether or not material, that invedymanagement or other employees who have a
significant role in the registrant’s internal canitover financial reporting.

By: /s/ YEHUDIT BRONICKI

Yehudit Bronicki
Chief Executive Officer

Date: August 5, 200



Exhibit 31.2

Ormat Technologies, Inc.
Certification Pursuant to Section 302 of the Sarbaes-Oxley Act of 2002

I, Joseph Tenne, certify that:
1. | have reviewed this quarterly report on ForraQ8f Ormat Technologies, Inc.;

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or dmndttate a
material fact necessary to make the statements,rimaliight of the circumstances under which sueteshents were
made, not misleading with respect to the perioceoad by this report;

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

4. The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure
controls and procedures (as defined in ExchangdrAitts 13a-15(e) and 15d-15(e)) and internal cootrer
financial reporting (as defined in Exchange Actddul 3a-15(f) and 15d-15(f)) for the registrant bhade:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedare
be designed under our supervision, to ensure thgtmal information relating to the registrant,lirding its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during tberiod in
which this report is being prepared;

(b) Designed such internal control over financégarting, or caused such internal control overrfaial
reporting to be designed under our supervisiopyéeide reasonable assurance regarding the rétyabfl
financial reporting and the preparation of finahsiatements for external purposes in accordantiegeinerall
accepted accounting principles;

(c) Evaluated the effectiveness of the registradisslosure controls and procedures and presentenisi
report our conclusions about the effectivenest@fdisclosure controls and procedures, as of thegthe
period covered by this report based on such evahjand

(d) Disclosed in this report any change in thegegnt's internal control over financial reportitigt
occurred during the registrant’s most recent fisgalrter (the registrant’s fourth fiscal quartethe case of an
annual report) that has materially affected, oe#@sonably likely to materially affect, the regsit’s internal
control over financial reporting; and

5. The registrant’s other certifying officer andve disclosed, based on our most recent evaluatioernal
control over financial reporting, to the registrargtuditors and the audit committee of the reggisaBoard of
Directors (or persons performing the equivalentfioms):

(a) All significant deficiencies and material weakses in the design or operation of internal cootrer
financial reporting which are reasonably likelyatdversely affect the registrant’s ability to recgrtbcess,
summarize and report financial information; and

(b) Any fraud, whether or not material, that invedymanagement or other employees who have a
significant role in the registrant’s internal canitover financial reporting.

By: /s/ JOSEPH TENNE

Joseph Tenne
Chief Financial Officer

Date: August 5, 200



Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Yehudit Bronicki, certify, pursuant to 18 U.S.8ection 1350, as adopted pursuant to Section P& o
Sarbanes-Oxley Act of 2002, that the quarterly repbOrmat Technologies, Inc. on Form 10-Q for theee
months ended June 30, 2009 fully complies withrétgiirements of Section 13(a) or 15(d) of the S&esr
Exchange Act of 1934 and that information contaiimesuch quarterly report on Form 10-Q fairly presen all
material respects the financial condition and tssofl operations of Ormat Technologies, Inc. aaraf for the
periods presented in such quarterly report on FIf@rQ. This written statement is being furnisheth® Securities
and Exchange Commission as an exhibit accomparsyioly quarterly report and shall not be deemed filegduant
to the Securities Exchange Act of 1934.

By: /s/ YEHUDIT BRONICKI

Name: Yehudit Bronicki
Title: Chief Executive Office

Date: August 5, 200



Exhibit 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Joseph Tenne, certify, pursuant to 18 U.S.CtiG&ed.350, as adopted pursuant to Section 906eof th
Sarbanes-Oxley Act of 2002, that the quarterly repbOrmat Technologies, Inc. on Form 10-Q for theee
months ended June 30, 2009 fully complies withrédtgiirements of Section 13(a) or 15(d) of the S&esr
Exchange Act of 1934 and that information contaiimesuch quarterly report on Form 10-Q fairly pretsen all
material respects the financial condition and tssofl operations of Ormat Technologies, Inc. aaraf for the
periods presented in such quarterly report on FI®@rQ. This written statement is being furnisheth® Securities
and Exchange Commission as an exhibit accomparsyioly quarterly report and shall not be deemed filegduant
to the Securities Exchange Act of 1934.

By: /s/ JOSEPH TENNE

Name: Joseph Tenne
Title:  Chief Financial Office

Date: August 5, 200



