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Certain Definitions



M

Unless the context otherwise requires, all refeesnia this quarterly report to “Ormat”, “the Copany”,
“we”, “us”, “our company”, “Ormat Technologies” or “our” refer to Ormat Technologies, Inc.rl its
consolidated subsidiaries. The “OFC Senior SecuMetes” refers to the 8%% Senior Secured Notes2028
that were issued in February 2004 by our subsidi@ymat Funding Corp. The “OrCal Senior Securedéss
refers to the 6.21% Senior Secured Notes due 2&#Guere issued in December 2005 by our subsidargal

Geothermal Inc.
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PART | — UNAUDITED FINANCIAL INFORMATION
ITEM 1. CONDENSED CONSOLIDATED FINANCIAL STATEME NTS

ORMAT TECHNOLOGIES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)
March 31, December 31
2007 2006
(in thousands)
Assets
Current assets:
Cash and cash equivalents $ 22244 $ 20,254
Marketable securities 52,434 96,486
Restricted cash, cash equivalents and marketableises 49,274 56,425
Receivables:
Trade 33,682 36,463
Related entities 906 879
Other 7,520 5,277
Due from Parent 1,067 1,459
Inventories, net 8,572 7,403
Costs and estimated earnings in excess of billimggncompleted contracts 14,082 11,216
Deferred income taxes 2,047 1,819
Prepaid expenses and other 4,795 4,911
Total current assets 196,623 242,592
Unconsolidated investments 37,749 37,207
Deposits and other 15,058 15,081
Deferred income taxes 5,700 6,172
Property, plant and equipment, net 648,299 624,089
Construction-in-process 170,339 169,075
Deferred financing and lease costs, net 15,430 15,800
Intangible assets, net 49,319 50,086
Total assets $ 1,138,517 $ 1,160,102
Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payable and accrued expenses $ 79399 $ 70,445
Billings in excess of costs and estimated earnamgencompleted contracts 9,537 5,803
Current portion of long-term debt:
Limited and non-recourse 8,632 8,482

Full recourse 1,000 1,000



Senior secured notes (non-recourse)
Due to Parent, including current portion of notagable to Parent
Total current liabilities
Long-term debt, net of current portion:
Limited and non-recourse
Full recourse
Senior secured notes (non-recourse)
Notes payable to Parent, net of current por
Deferred lease income
Deferred income taxes
Liability for unrecognized tax benefits
Liabilities for severance pay
Asset retirement obligation
Total liabilities
Minority interest in net assets of a subsidiary

Contingencies (Note 8)

Stockholders’ equity:

Common stock, par value $0.001 per share; 200,00G0ares authorized; 38,121,432

and 38,101,888 shares issued and outstanding ctesghe
Additional paid-in capital
Retained earnings
Accumulated other comprehensive income
Total stockholders’ equity

Total liabilities and stockholders’ equity

25,329 40,054
82,854 82,379
206,751 208,163
19,940 22,157
1,000 1,000
299,316 299,316
50,827 57,841
78,212 78,883
15,301 21,674
3,558 —
13,667 13,378
17,117 16,832
705,689 719,244
64 64
38 38
354,260 353,399
76,211 85,053
2,255 2,304
432,764 440,794
$ 1,138,517 $ 1,160,102

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

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE

INCOME (LOSS)

(Unaudited)

Revenues:
Electricity:
Energy and capacity
Lease portion of energy and capacity
Lease income
Total electricity
Products:
Related party
Other
Total products

Three Months Ended March 31

2007

2006

(in thousands, except pe
share amounts)

$ 19,910
23,077
671
43,658

18,089
18,089

$ 25,165
17,897
671
43,733

3,503
13,085
16,588



Total revenues 61,747 60,321
Cost of revenues:

Electricity:
Energy and capacity 23,364 17,174
Lease portion of energy and capacity 15,047 8,382
Lease expense 1,311 1,311
Total electricity 39,722 26,867
Products 15,924 10,532
Total cost of revenues 55,646 37,399
Gross margin 6,101 22,922
Operating expenses:
Research and development expenses 704 773
Selling and marketing expenses 1,986 2,695
General and administrative expenses 5,747 4,684
Operating income (loss) (2,339 14,770
Other income (expense):
Interest income 1,415 1,115
Interest expense:
Parent (1,633 (2,229
Other (7,615 (7,229
Less — amount capitalized 1,466 2,002
Foreign currency translation and transaction losses (716 (8)
Other non-operating income 352 103
Income (loss) before income taxes and equity ionme of investees (9,087 8,527
Income tax benefit (provision) 1,995 (1,913
Equity in income of investees 1,231 1,279
Net income (loss) (5,84 7,892

Other comprehensive income (loss), net of relaazds:
Amortization of unrealized gains in respect of dative instruments designated for cash

flow hedge (net of related tax of ($52,000) and4(®$B0), respectively) (93 (90)
Change in unrealized gains or losses on markessuigrities available-fosale
(net of related tax of $19,000 and $72,000, resgsg) 34 118
Comprehensive income (loss) $ (5,890 $ 7,920
Earnings (loss) per share — basic and diluted $ (0.15 $ 025
Weighted average number of shares used in compnutatiearnings (loss) per share:
Basic 38,109 31,563
Diluted 38,109 31,697

The accompanying notes are an integral part obtheadensed consolidated financial statements.
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ORMAT TECHNOLOGIES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
(Unaudited)

Accumulated



Common Stock

Shares Amount

Additional

Other

Paid-in Retainec  Comprehensive
Capital Earnings Income

Total

Balance at December 31, 2006 38,102 $ 38

Share based compensation — —

Cash dividend declared, $0.07 per share —

Exercise of options by employees 20
Tax benefit on exercise of options by
employees
Cumulative adjustment from adoption of FIN
No. 48 — —

Net loss — —
Other comprehensive income (loss), net of
related taxes:
Amortization of unrealized gains in respect
of derivative instruments designated for
cash flow hedge (net of related tax of
$52,000) — —
Change in unrealized gains or losses on
marketable securities available-for-sale

(net of related tax of $19,000) — —

559 —
— @67
302

— (328
—  (584)

(in thousands, except per share data)
$ 353,399 $ 85,053 $

2,304

(88

34

$ 440,794
559
(2,673
302

(328
(5,849

83

34

Balance at March 31, 2007 38,122 $ 38

$ 354,260 $ 76,211 $ 2,255

$ 432,764

The accompanying notes are an integral part oetbeadensed consolidated financial statements.

Table of Contents

ORMAT TECHNOLOGIES, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)

Cash flows from operating activities:

Net income (loss)

Adjustments to reconcile net income (loss) to @mshcprovided k
operating activities:
Depreciation and amortization
Accretion of asset retirement obligation
Share-based compensation
Amortization of deferred lease income
Equity in income of investees
Distributions from unconsolidated investments
Unrealized loss in respect of derivative instruregnet
Gain on severance pay fund asset
Deferred income tax provision (benefit)
Liability for unrecognized tax benefits
Changes in operating assets and liabilities, natqfiisitions:

Three Months Ended March 31,

2007

2006

(in thousands)

$ (5,84)

12,012
285
559

(671)

(1,231
884
@3

(183

3,179

84

$

7,892

10,201
223
211

(671
(1,279
1,158
(90)
(190
1,846



Receivables 538 (353
Costs and estimated earnings in excess of billimysncompleted contracts (2,966 7,593
Inventories, net (1,169 (967)
Prepaid expenses and other 116 173
Deposits and other 540 230
Accounts payable and accrued expenses 3,781 6,751
Due from/to related entities, net 27 (2,807
Billings in excess of costs and estimated earnimgencompleted contracts 3,734 (7459
Other liabilities — (20
Liabilities for severance pay 289 679
Due from Parent 853 1,077
Net cash provided by operating activities 8,428 23,855
Cash flows from investing activities:
Marketable securities, net 44,024 34,492
Net change in restricted cash, cash equivalentsremkletable securities 7,232 759
Capital expenditures (31,228 (39,703
Cash paid for acquisitions, net of cash received — (15,363
Increase in severance pay fund asset, net (339 (40
Repayment from unconsolidated investment 31 31
Net cash provided by (used in) investing activities 19,725 (19,829
Cash flows from financing activities:
Due to Parent (7,000 (7,000
Proceeds from exercise of options by employees 302 —
Repayments of short-term and long-term debt (16,793 (4,717
Deferred debt issuance costs — (198
Cash dividends paid (2,673 —
Net cash used in financing activities (26,163 (11,915
Net increase (decrease) in cash and cash equis 1,990 (7,882
Cash and cash equivalents at beginning of period 20,254 26,976
Cash and cash equivalents at end of period $ 22,244 $ 19,094
Supplemental non-cash investing and financing actities:
Increase (decrease) in accounts payable relateartbases of property, plant and
equipment $ 5,039 $ (1,280
Accrued liabilities related to financing activities $ 134 $ 887
Increase in asset retirement cost and asset retiteobligation $ — $ 655
Cash dividend declared $ - $ 947

The accompanying notes are an integral part obtheadensed consolidated financial statements.
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ORMAT TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

NOTE 1 — BASIS OF PRESENTATION

These unaudited condensed consolidated interimdinbstatements of Ormat Technologies, Inc. and it
subsidiaries (the “Company”) have been prepareddcordance with accounting principles generaibeated
in the United States of America (“U.S. GAAP”) apdirsuant to the rules and regulations of the Sesiand



Exchange Commission (“*SEC") for interim financisdatements. Accordingly, they do not contain all
information and notes required by U.S. GAAP for@alrfinancial statements. In the opinion of manageimthe
unaudited condensed consolidated interim finarstaements reflect all adjustments, which includeral
recurring adjustments, necessary for a fair stat¢mwithe Company’s consolidated financial positénof
March 31, 2007 and the consolidated results ofaijmers and cash flows for the three-month periodied
March 31, 2007 and 2006.

The financial data and other information disclosethe notes to the condensed consolidated interim
financial statements related to these periods maedited. The results for the three months ended
March 31, 2007 are not necessarily indicative efrésults to be expected for the year ending
December 31, 2007.

These condensed consolidated interim financiagéstants should be read in conjunction with the addit
consolidated financial statements and notes thémetaded in the Company’s annual report on ForrKifor
the year ended December 31, 2006. The condenssdlimtated balance sheet data as of December 36,i200
derived from the audited consolidated financialesteents for the year ended December 31, 2006,das dot
include all disclosures required by U.S. GAAP.

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

Certain comparative figures have been reclassifienbnform to the current period’s presentation.

Concentration of credit risk

Financial instruments that potentially subject @@npany to a concentration of credit risk consist
principally of temporary cash investments and ant®teceivable.

The Company places its temporary cash investmeititishigh credit quality financial institutions lotea in
the United States (“U.S.”) and in foreign coumsi At March 31, 2007 and December 31, 2006, thapg2oy
had deposits totaling $7,562,000 and $13,068,@3Mertively, in six U.S. financial institutions theere
federally insured up to $100,000 per account. Atd1e881, 2007 and December 31, 2006, the Company’s
deposits in foreign countries amounted to approsetya$19,433,000 and $15,321,000, respectively.

At March 31, 2007 and December 31, 2006, accowutsivable related to operations in foreign coustrie
amounted to approximately $14,888,000 and $16,987 f@spectively. At March 31, 2007 and
December 31, 2006, accounts receivable from thepg2ogis major customers that have generated 10%ooe m
of its revenues amounted to approximately 48% &%d df the Company’s accounts receivable, respdgtive

Southern California Edison Company (“SCE”) accteohfor 24.8% and 27.5% of the Company’s total
revenues for the three months ended March 31, 28672006, respectively. SCE is also the power @sshand
revenue source for the Company’s Mammoth projehickvis accounted for separately under the equéthod
of accounting.

Sierra Pacific Power Company accounted for 10.3@01813% of the Company’s total revenues for the
three months ended March 31, 2007 and 2006, regeksct

Hawaii Electric Light Company accounted for 15.766148.1% of the Company'’s total revenues for the
three months ended March 31, 2007 and 2006, regeksct
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ORMAT TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

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 provisiordfasbtful
accounts has been made.

NOTE 2 — NEW ACCOUNTING PRONOUNCEMENTS



New accounting pronouncements effective in the theemonth period ended March 31, 2007

SFAS No. 155 — Accounting for Certain Hybrid Finahtnstruments

Effective January 1, 2007, the Company adoptedSiant of Financial Accounting Standards (“SFAS”)
No. 155,Accounting for Certain Hybrid Financial Instrumer. SFAS No. 155 replaces certain provisions of
SFAS No. 133Accounting for Derivative Instruments and Hedgingivitiesand SFAS No. 140\ccounting for
Transfers and Servicing of Financial Assets andrgxishments of LiabilitiesSFAS No. 155 permits fair value
measurement for any hybrid financial instrument tuatains an embedded derivative that otherwisglavo
require bifurcation. It clarifies which interestdgrstrips and principal-only strips are not subjecthe
requirements of SFAS No. 133. SFAS No. 155 alsabdishes a requirement to evaluate interests iargzed
financial assets to identify interests that arestanding derivatives or that are hybrid finantiatruments that
contain an embedded derivative requiring bifurgatibalso clarifies that concentrations of credik in the
form of subordination are not embedded derivatared amends SFAS No. 140 to eliminate the prohibitio a
qualifying special-purpose entity from holding aidative financial instrument that pertains to aéfcial
interest other than another derivative financiatrimment. SFAS No. 155 is effective for all finaaldnhstruments
acquired or issued after January 1, 2007. The &opy the Company of SFAS No. 155, effective
January 1, 2007, did not have any impact on itslt®sf operations or financial position.

FIN No. 48— Accounting for Uncertainty in Income Taxes, aefpretation of FASB Statement No. 109

Effective January 1, 2007, the Company adoptedrigiahAccounting Standards Board (“FASB”)
Interpretation (“FIN”) No. 48,Accounting for Uncertainty in Income Taxes, an fjptetation of FASB
Statement No. 109FIN No. 48 addresses the determination of whatnebenefits claimed or expected to be
claimed on a tax return should be recorded inithential statements. Under FIN No. 48, the Compaay
recognize the tax benefit from an uncertain tavitfwrsonly if it is more likely than not that thext position will
be sustained on examination by the taxing autlestithased on the technical merits of the posifite. tax
benefits recognized in the financial statementmfsoch a position should be measured based oarthest
benefit that has a greater than fifty percent ifi@d of being realized upon ultimate settlemeii{l No. 48 also
provides guidance on derecognition, classificatind disclosure of tax positions, as well as th@awatng for
interest and penalties. As a result of the impletatén of FIN No. 48, on January 1, 2007, the Comypa
recognized as a cumulative effect of change inwauitog principle, a $328,000 increase in the ligpfior
unrecognized tax benefits and a corresponding dserm beginning retained earnings. See Note 10 for
additional information about the Company’s unredpgad tax benefits

EITF Issue No. C-3 — How Taxes Collected from Customers and Radritt€&sovernmental Authorities Should
Be Presented in the Income Statement (That is,SGrmsus Net Presentatio

Effective January 1, 2007, the Company adopted EsSte No. 06-3How Taxes Collected from
Customers and Remitted to Governmental Author8lesuld Be Presented in the Income Statement ($hat i
Gross versus Net PresentatiprThe requirements of EITF Issue No. 06-3 applang tax
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ORMAT TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

assessed by a governmental authority that is intposecurrently on a specific revenue-producingdaation
between a seller and a customer. Examples of saXgect to Issue No. 06-3 include sales, use, \adiged, and
some excise taxes. EITF Issue No. 06-3 excludesttdrat are assessed on gross receipts or that@wsed
during the process of obtaining inventory. Compamél be required to disclose their accountingi@ol
regarding the presentation of taxes subject to H§EHe No. 06-3, and the amounts of such taxesathat
included in income on a gross basis, if those ansoare significant. The adoption by the Compankidf
Issue No. 06-3, effective January 1, 2007, didhaste any impact on its financial statements.

New accounting pronouncements effective in futuregriods

SFAS No. 157 — Fair Value Measurements



In September 2006, the FASB issued SFAS No. E&if,Value Measuremen. SFAS No. 157 clarifies the
principle that fair value should be based on ttsuaptions market participants would use when pgiein asset
or liability and establishes a fair value hierarthat prioritizes the information used to develbpse
assumptions. SFAS No. 157 is effective for finahsiatements issued for fiscal years beginning afte
November 15, 2007 (January 1, 2008 for the Compangh)interim periods within those fiscal yearshatarly
adoption permitted. The Company is currently assgsbe impact of SFAS No. 157, and has not yetmeihed
the impact that its adoption will have on its réswalf operations or financial position.

NOTE 3 — EARNINGS (LOSS) PER SHARE

Basic earnings (loss) per share is computed bylidigiincome (loss) available to common stock
stockholders by the weighted average number oeshafrcommon stock outstanding for the period. The
Company does not have any equity instruments tieadifutive, except for employee stock options vishicere
granted in 2004, 2005, 2006 and 2007. For the tm@aths ended March 31, 2007, the employee stot&rap
are anti-dilutive because of the Company’s net &vgbtherefore, have been excluded from the dillatesl per
share calculation. The stock options granted toleyees of the Company in Ormat Industries Ltd. (the
“Parent”) stock are not dilutive to the Companyarnings (loss) per share in any period.

NOTE 4 — INVENTORIES

Inventories consist of the following:

March 31, December 31

2007 2006
(dollars in thousands)
Raw materials and purchased parts for assembly 1$84, $ 3,397
Self-manufactured assembly parts and finished ptsdu 4,454 4,006
Total $ 8,572 $ 7,403
10

Table of Contents

ORMAT TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

NOTE 5 — UNCONSOLIDATED INVESTMENTS

Unconsolidated investments in power plant projeotssist of the following:

March 31, December 31

2007 2006

(dollars in thousands)
Mammoth 32,504 31,913
OLCL 5,245 5,294
Total $ 37,749 $ 37,207

From time to time, the unconsolidated power plami&e distributions to their owners. Such distribog
are deducted from the investments in such powertgla

The Mammoth Project

The Company has a 50% interest in the Mammoth &r¢j&ammoth”), which is comprised of three



geothermal power plants located near the city ofi@th, California. The purchase price was less than
underlying net equity of Mammoth by approximate®3®million. As such, the basis difference will be
amortized over the remaining useful life of thegedy, plant and equipment and the power purchase
agreements, which range from 12 to 17 years. Thepg@oy operates and maintains the geothermal poaetsp
under an operating and maintenance (“O&M”) agresin The Company’s 50% ownership interest in
Mammoth is accounted for under the equity methoglcobunting as the Company has the ability to éserc
significant influence, but not control, over Maminot

The condensed financial position and results ofatpens of Mammoth are summarized below:

Condensed balance sheets:

March 31,
2007

December 31
2006

(dollars in thousands)

Current assets $ 5,810 $ 3,425
Non-current assets 78,643 79,942
Current liabilities 655 667
Non-current liabilities 3,294 3,130
Partners’ Capital 80,504 79,570

Condensed statements of operations:

Revenues $ 3,935 $ 3,685
Gross margin 1,009 605
Net income 948 548
Company’s equity in income of Mammoth:
50% of Mammoth net income $ 474 $ 274
Plus amortization of basis difference 148 148
622 422
Less income taxes (229 (160
Total $ 398 $ 262

Three Months Endec
March 31,

2007 2006

(dollars in thousands)

11
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ORMAT TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

The Leyte Project

The Company holds an 80% interest in Ormat Leytel@b (“OLCL"). OLCL is a limited partnership
established for the purpose of developing, finagcaperating, and maintaining a geothermal powantgh
Leyte Provina, the Philippines. Upon the adoptibRIdl No. 46R,Consolidation of Variable Interest Entities
(revised December 2003) — an interpretation of ARB 51, on March 31, 2004, the Company concluded that
OLCL should not be consolidated. As a result ohstenclusion, the Company’s 80% ownership interest
OLCL is accounted for under the equity method abanting.

The condensed financial position and results ofatpens of OLCL are summarized below:



March 31, December 31
2007 2006

(dollars in thousands)

Condensed balance sheets:

Current assets $ 7,846 $ 7,548
Non-current assets 3,023 4,632
Current liabilities 3,868 4,782
Stockholders’ equity 7,001 7,398
Three Months Endec
March 31,
2007 2006

(dollars in thousands)

Condensed statements of operations:

Revenues $ 3,416 $ 3,373

Gross margin 1,660 1,677

Net income 711 859
Company’s equity in income of OLCL:

80% of OLCL net income $ 569 $ 687

Plus amortization of deferred revenue on intercampaofit

($0.5 million unamortized balance at March 31, 2007 264 604

Total $ 833 $ 1,291

NOTE 6 — STOCK-BASED COMPENSATION

On February 27, 2007, the Company granted to aengmoyee director non-qualified stock options, unde
the Company’s 2004 Incentive Compensation Plar®Q2Incentive Plan”), to purchase 7,500 shares of
common stock at an exercise price of $38.85 paeshéich amount represented the fair market vafube
Company’s common stock on the day following theed#tgrant, since on the date of grant the Company
released its results of operation for the fourthrtgr of 2006. Such options will expire seven ydars the date
of grant and will vest on the first anniversantiod date of grant. The fair value of each optiorilendate of
grant is $12.61 per share.

On March 29, 2007, the Company granted to employmentive stock options, under the Company’s 2004
Incentive Plan, to purchase 397,150 shares of canstuzk at an exercise price of $42.08 per shahnehv
amount represented the fair market value of the jizmy's common stock on the date of grant. Suctooptwill
expire seven years from the date of grant andolifflvest and are exercisable from the grant destéollows:

25% after 24 months, 25% after 36 months, ande¢hwiming 50% after 48 months. The fair value oheac
option on the date of grant is $15.77 per share.

12
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ORMAT TECHNOLOGIES, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

The Company calculated the fair value of each optio the date of grant using the Black-Scholesatain
model based on the following assumptions:

Three Months



Ended

March 31,
2007
Risk-free interest rates 45
Expected term (in years) 5.1
Dividend yield 0.54
Expected volatility 35.7
Forfeiture rate 5.0%

On May 8, 2007 the Company’s shareholders appranegmendment to the Company’s 2004 Incentive
Plan to increase the number of shares of commatk stiathorized for issuance pursuant to the plag,590,000.
Following this increase, the number of shares abé#l for future grant is 2,829,878.

NOTE 7 — BUSINESS SEGMENTS

The Company has two reporting segments that aneggted based on similar products, market, and
operating factors: electricity and products segmebtich segments are managed and reported sepasatzch
offers different products and serves different méskThe electricity segment is engaged in theafaddectricity
pursuant to power purchase agreements. The prosiegisent is engaged in the manufacture, includésigd
and development, of turbines and power units ferstipply of electrical energy and in the associated
construction of power plants utilizing the poweitsmanufactured by the Company to supply energmfr
geothermal fields and other alternative energysirTransfer prices between the operating segraests
determined based on current market values or ¢astparkup of the seller's business segment.

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

Electricity Products Consolidated

(dollars in thousands)

Three Months Ended March 31, 2007

Net revenues from external customers $ 43,658 $898, $ 61,747
Intersegment revenues — 3,985 3,985
Operating loss (1,532 (804 (2,339
Segment assets at period end* 1,073,171 65,346 8,518
* Including unconsolidated investments 37,749 — 789,

Three Months Ended March 31, 2006

Net revenues from external customers $ 43,733 $886, $ 60,321
Intersegment revenues — 16,025 16,025
Operating income 11,312 3,458 14,770
Segment assets at period end* 900,050 42,903 R2,95
* Including unconsolidated investments 40,241 — 24Q,
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(Unaudited)

Reconciling information between reportable segmantsthe Company’s consolidated totals is shown in
the following table:



Three Months Endec

March 31,
2007 2006
(dollars in thousands)
Operating income (loss) $ (2,336 $ 14,770
Interest expenses, net (6,367 (6,338
Non-operating income (expense) and other, net X364 95
Total consolidated income (lo:
before income taxes and eqt
in income of investees $ (9,067 $ 8,527

NOTE 8 — CONTINGENCIES

One of the Company’s U.S. Subsidiaries (the “sdiasy”) is a party to a third-party complaint onigully
filed on November 15, 2005 by Lacy M. Henry andylBd Henry (the “Henrys”) in a bankruptcy proceged in
the United States Bankruptcy Court for the EasBastrict of North Carolina. The Henrys are debtiors.
Chapter 11 bankruptcy filed in the Bankruptcy Cotilte Henrys were the sole shareholders of MPS t&#aoe,
Inc. ("MPSG”). The subsidiary entered into a slyppontract with MPSG dated as of December 29, 2068er
which the subsidiary was retained as a subcontré@foroduce four waste heat energy convertera fuoject
for which MPSG had entered into a contract withiB&ectric Power Cooperative (“Basin”). Basirdd a
lawsuit on February 24, 2005 against, among oti¢PSG and the Henrys in the United States Dis@wmrt for
the District of North Dakota, alleging various cas®f action including breach of contract, actumal a
constructive fraud, and conversion, and demandiagiercing of MPSG’s corporate veil to establisé t
personal liability of the Henrys for MPSG’s dell®s September 15, 2005, Basin filed a complaint cenging
the bankruptcy adversary proceeding, seeking ardetation that the claims which Basin alleged agiihe
Henrys in the North Dakota lawsuit were not disgeable. On November 15, 2005, the Henrys answered
Basin’s complaint in the bankruptcy proceeding also filed a third-party complaint against the sdiasy,
alleging that to the extent the Henrys are fourrdqally liable to Basin for MPSG’s debts, the Hanhave
claims against the subsidiary for breach of comfaeach of warranty, tortious interference witmiract, unfair
or deceptive trade practices and fraud. The Hesligged damages in excess of $100 million. On
December 15, 2005, the subsidiary filed an answayitig the Henrys’ claims and asserting counterdai
against the Henrys. The subsidiary filed a motmdismiss the Henrys’ claims on January 31, 2006. O
March 21, 2006, Basin filed an Amended Complairthim bankruptcy proceeding, consolidating the caio$e
action it brought in the North Dakota lawsuit. heir answer to Basin’s Amended Complaint, the Hemaysed
the same third party claims against the subsidiaryMay 11, 2006, the Bankruptcy Court enteredraero
denying the subsidiary’s motion to dismiss the Kfshclaims against it, but staying the Henrysgétion
against the subsidiary pending the resolution cfifBa alter ego claims against the Henrys. Iniitsveer to
Basin’s Amended Complaint, MPSG asserted thirdypeleims against the subsidiary similar to thosénet
raised by the Henrys. A trial on all issues raigethe bankruptcy proceeding is scheduled to bigin
September 2007 in the Bankruptcy Court. The caatsisscheduled for mediation in June 2007. The 2oy
believes that the subsidiary has no liability te Heenrys or to MPSG and intends to defend vigoyoaghinst
the Henrys’ and MPSG'’s claims in the bankruptcycpealing. Therefore, no provision is included in the
financial statements in respect of the claim.

The Company is a defendant in various other legdlragulatory proceedings in the ordinary course of
business. It is the opinion of the Company’s mansayd that the expected outcome of
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these matters, individually or in the aggregatdl, mat have a material effect on the results ofrafiens and
financial condition of the Company.



Refer to discussion of contingencies settled sulessicfo March 31, 2007 in Note 11.

NOTE 9 — CASH DIVIDEND

On February 27, 2007, the Company’s Board of Diesctleclared, approved and authorized payment of a
quarterly dividend of $2.7 million ($0.07 per shati@all holders of the Company’s issued and ontiiteg
shares of common stock on March 21, 2007. Sucldeind was paid on March 29, 2007.

NOTE 10 — INCOME TAXES

The Company'’s effective tax rate for the three remnded March 31, 2007 was 22.0%, which differs
from the federal statutory rate of 34% primarilyedo: (i) lower tax rates in Israel; (ii) a tax diterelated to the
Company’s subsidiaries in Guatemala; and (iii)ikaefit of production tax credits for new powermttaplaced
in service since 2005.

As disclosed in Note 2, the Company adopted theigions of FIN No. 48 on January 1, 2007. As altesu
of the adoption of FIN No. 48, the Company recogdias a cumulative effect of change in accountiimgiple,
a $328,000 increase in the liability for unrecoguizax benefits and a corresponding decrease inriiag
retained earnings. This amount consists of intemedtpenalties related to uncertain tax positibomaddition, on
January 1, 2007, the Company reclassified itslitgfor uncertain tax positions in the amount &, %$46,000
from long-term deferred income tax liabilities tadility for unrecognized tax benefits. During timeee months
ended March 31, 2007, the Company increased ksifiafor unrecognized tax benefits by $84,000eThability
for unrecognized tax benefits of $3,558,000 at M&t, 2007 would impact the Company’s effectivertte, if
recognized. Interest and penalties assessed mgtaxithorities on an underpayment of income taxes a
included as a component of income tax provisioméfie) in the consolidated statements of operations

The Company and its U.S. subsidiaries file constdéid income tax returns for federal and state mapo
As of March 31, 2007, the Company has not beeresuly U.S. federal or state income tax examinatidhe
Company remains open to examination by the IntdReakenue Service for the years 2000-2006 and taf loc
state jurisdictions for the years 2002-2006.

The Company'’s foreign subsidiaries remain operx&orénation by the local income tax authoritieshia t
following countries:

Israel 2003 - 2006
Nicarague 2003 - 2006
Kenya 2000 — 2006
Guatemala 2002 — 2006
Philippines 2004 - 2006

Management believes that the liability for unredagd tax benefits is adequate for all open taxsyéased
on its assessment of many factors, including anothers, past experience and interpretations of lacame
tax regulations. This assessment relies on estinzateé assumptions and may involve a series of ampl
judgments about future events. As a result, ibissfble that federal, state and foreign tax exatiang will
result in assessments in future periods. To thengxny such assessments occur, the Company Juilitats
liability for unrecognized tax benefits.
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NOTE 11 — SUBSEQUENT EVENTS

Legal Proceedings



In connection with the Company’s power purchaseagents for the Ormesa project, SCE expressed its
intent not to pay the contract rate for power sigabby the GEM 2 and GEM 3 plants to the Ormeségepto
SCE contended that California 1SO real-time priglesuld apply, while management believed that SPrit®s
quoted by NYMEX should apply. The parties signedraarim Agreement in 2005 whereby SCE agreed to
procure GEM 2 and GEM 3 power at the then-curraet@y rate under the July 18, 1984 Ormesa power
purchase agreement of 5.37 cents per kWh until M&007. On April 23, 2007, Ormesa LLC, a whollyreas
subsidiary, finalized an agreement with SCE witimtethat are similar to the arrangement agreed toe
Interim Agreement, whereby 6.5 MW of power from GEMind GEM 3 will be sold to SCE at the current
energy rate of the July 18, 1984 Ormesa power @selagreement. For the period commencing May 17,200
the energy rate is 6.15 cents per kWh. The pastiesltaneously entered into other agreements arekddo
release each other from any and all claims reldtirthe Ormesa project. Pursuant to these agresp@nnesa
LLC paid SCE an immaterial amount to consolidatedtine 13, 1984 and July 18, 1984 power purchase
agreements. Combining these agreements will resichveduling fees over the term of the agreemenpamdde
other operational benefits.

Steamboat Geothermal LLC (“SG”), a wholly owneabsidiary, was party to litigation related to apdite
over amounts owed to the plaintiffs under certgiarating agreements. On December 31, 2005 and
January 9, 2006, SG entered into a sales, settleanerelease agreement and an assignment agreement
respectively, with an assignee of the right of ohthe plaintiffs to 37% of net operating revenugbereby SG
was assigned 37% of the net operating revenueteafithoat 1 in partial settlement of the disputé e
plaintiff. On April 11, 2007, SG entered into atEhent agreement with the plaintiff, Geothermal/€lepment
Associates (“GDA"), to settle the remaining clasmAs a result of the settlement, the Company derban
additional provision of $0.8 million as of March,3007 and paid the total settlement amount to GDA
April 2007. The settlement agreement providestiermutual release of any and all claims, demand<anses
of action by and between the parties and stipuliigsthe settlement should not be construed aslamssion of
liability or fault by any party.

Cash Dividend

On May 8, 2007, the Company’s Board of Directorslaied, approved and authorized payment of a
quarterly dividend of $1.9 million ($0.05 per shai@all holders of the Company’s issued and ontiitey
shares of common stock on May 22, 2007, payablayn 29, 2007.
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ITEM 2. MANAGEMENT’'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND
RESULTS OF OPERATIONS

This quarterly report on Form 10-Q includes “fomgldooking statements” within the meaning of the
Private Securities Litigation Reform Act of 1993I statements, other than statements of histofasb,
included in this report that address activitiegrdas or developments that we expect or anticipdt@mnmay
occur in the future, including such matters asgrojections of annual revenues, expenses and debts
coverage with respect to our debt securities, utapital expenditures, business strategy, compesitrengths,
goals, development or operation of generation ass®rket and industry developments and the groftiur
business and operations, are forward-looking statg¢sn When used in this quarterly report on Forr@Qlthe

words “may”, “will”, “could”, “should”, “e xpects”, “plans”, “anticipates”, “believes”, “estimates”,
“predicts”, “projects”, “potential”’, or “con template” or the negative of these terms or ottenparable
terminology are intended to identify forward-loogistatements, although not all forward-lookingestagnts
contain such words or expressions. The forwardit@mpktatements in this report are primarily locatethe
material set forth under the headings “Managensebiscussion and Analysis of Financial Conditiod an
Results of Operations”, “Risk Factors”, and “Nes to Condensed Consolidated Financial Statemgngs’are
found in other locations as well. These forwardkiog statements generally relate to our plans,atives and
expectations for future operations and are based o@mnagement’s current estimates and projectibhgwre
results or trends. Although we believe that ounpland objectives reflected in or suggested byetfasvard-
looking statements are reasonable, we may noteethese plans or objectives. You should readaiésterly
report on Form 10-Q completely and with the underding that actual future results and developmmiatg be
materially different from what we expect due touamtoer of risks and uncertainties, many of whichlagond



our control. We will not update forward-looking ments even though our situation may change in the
future.

Specific factors that might cause actual resuldiffer from our expectations include, but are lmited to:

* significant considerations, risks and uncertaintissussed in this quarterly repc

e operating risks, including equipment failures amel @amounts and timing of revenues and expe!

» geothermal resource risk (such as the heat cootéhe reservoir, useful life and geological
formation);

« environmental constraints on operations and enmiental liabilities arising out of past or present
operations, including the risk that we may not harel in the future may be unable to procure, any
necessary permits or other environmental authdoizg

e construction or other project delays or cancelfetj

» financial market conditions and the results of ficiag efforts;

« political, legal, regulatory, governmental, admirative and economic conditions and developments in
the United States and other countries in which perate;

» 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 sedelatory proceedings and changes, including
legislative and regulatory initiatives regardingetpulation and restructuring of the electric utilit
industry and incentives for the production of reabie energy in the United States and elsewt

« changes in environmental and other laws and ragakato which our company is subject, as well as
changes in the application of existing laws andii&ipns;
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e current and future litigatior

» our ability to successfully identify, integrate acmmplete acquisition:

« competition from other similar geothermal energgj@cts, including any such new geothermal energy
projects developed in the future, and from altémeatlectricity producing technologie

» the effect of and changes in economic conditiortbénareas in which we opera

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



» the direct or indirect impact on our company’s bess resulting from terrorist incidents or respense
to such incidents, including the effect on the iity of and premiums on insuranc

» the effect of and changes in current and futurd lase and zoning regulations, residential, comrakrci
and industrial development and urbanization inafeas in which we operat

» the risk factors set forth in our annual reporframm 10-K for the year ended December 31, 2006 and
any updates contained herein which may have afsignf impact on our business, operating results or
financial condition

» other uncertainties which are difficult to predictbeyond our control and the risk that we incdiyec
analyze these risks and forces or that the stegegé develop to address them could be unsuccessful
and

» other risks and uncertainties detailed from timértee in our filings with the Securities and Exchan
Commission (SEC!

Investors are cautioned that these forward-looktagements are inherently uncertain. Should omaare
of these risks or uncertainties materialize, ousthanderlying assumptions prove incorrect, actaallts or
outcomes may vary materially from those describergin. We undertake no obligation to update forward
looking statements even though our situation magk in the future. Given these risks and unceditain
readers are cautioned not to place undue relianceich forward-looking statements.

The following discussion and analysis of our finahcondition and results of operations should dwedr
together with our condensed consolidated finarstatements and related notes included elsewhéhésineport
and the “Risk Factors” section of our annual regan Form 10-K for the year ended December 3162001
any updates contained herein as well as thosehtifi our reports and other filings made with 8teC.

General

Overview

We are a leading vertically integrated company gadan the geothermal and recovered energy power
business. We design, develop, build, own and opelatin, environmentally friendly geothermal antbresred
energy-based power plants using equipment thatesigyd and manufacture. In addition, we sell thapgant
we design and manufacture for geothermal elegtrggineration, recovered energy-based electricitegion,
and other equipment for electricity generationhiiock parties. Our operations consist of two busiresgments.
The first consists of the sale of electricity fromr power plants, which we refer to as the EleityriSegment.
The second consists of the design, manufacturidgsale of equipment for electricity generation, ittetallation
thereof and the provision of services relating® éngineering, procurement, construction, oparatial
maintenance of geothermal and recovered energymaamets, which we refer to as the Products Segment

Our Electricity Segment currently consists of aurdstment in power plants producing electricityniro
geothermal resources and, as of recently, fromvexead energy resources. Our geothermal
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power plants include both power plants that we Haikt and power plants that we have acquired, evall of
our recovered energy-based plants have been cotestriny us. Our Products Segment consists of thigile
manufacture and sale of equipment that generagesrielty, principally from geothermal and recovi&energy
resources, but also using other fuel sources ds @l Products Segment also includes, to the éxézuested
by our customers, the installation of our equipraard other related power plant installations ardptovision
of services relating to the engineering, procureimeanstruction, operation and maintenance of gaathl and
recovered energy power plants. For the three mantded March 31, 2007, our Electricity Segmentasgnted
approximately 70.7% of our total revenues, while Broducts Segment represented approximately 26f3%ar
total revenues during such period.



During the three months ended March 31, 2007, ti&dtricity Segment revenues from the sale of
electricity by our consolidated power plants we48.8 million. In addition, revenues from our 50%r@sship
of the Mammoth Project and from our 80% ownerstiifhe Leyte Project for the three months ended
March 31, 2007 were $4.7 million. This additionatalis a Non-Generally Accepted Accounting Prirespl
(Non-GAAP) financial measure, as defined by the SH@&re is no comparable GAAP measure. Management
believes that such Non-GAAP data is useful to daslers as it provides a more complete view of ¢tbhpes of
activities of the power plants that we operate. @uestments in the Mammoth and Leyte projectsaamounted
for in our consolidated financial statements urterequity method and the revenues are not includedr
consolidated revenues for the three months endedHV&d, 2007.

Our Electricity Segment operations are conductetiénUnited States and throughout the world. Since
January 1, 2001, we have completed various aciuisiof geothermal power plants with an aggregate
acquisition cost, net of cash received, of $526illiam. We currently own or control, as well as oge
geothermal projects in the United States, Guaterkaaya, Nicaragua and the Philippines, as wetkasvered
energy generation (REG) plants in the United States

Our Products Segment operations are also condircted United States and throughout the world. Dyiri
the three months ended March 31, 2007, revenugsudttble to our Products Segment were $18.1 millio

We have identified recovered energy-based powesrgéinn as a significant market opportunity forirus
the United States and throughout the world. We etdheat recovered energy generation projects wiltéase
our revenues in both the Electricity Segment aedRtoducts Segment.

During the three months ended March 31, 2007, wegeized revenues in our Products Segment of
approximately $6.3 million from REG compared toZbgillion in the same period last year. During theee
months ended March 31, 2007 we received purchaeofor the supply and construction of REG plames
total amount of $20.7 million.

Our Electricity Segment is characterized by rekltipredictable revenues generated by our powetpla
pursuant to long-term power purchase agreements terims which are generally up to 20 years. Howewe
the first quarter of 2007, we experienced sevepatational issues, which resulted in both reduesdnues and
increased costs. The price for electricity undebial one of our power purchase agreements istafédy a fixed
price. The exception is the power purchase agreeai¢he Puna project. It has a variable energy baised on
the local utility’s short run avoided cost, whichthe incremental cost that the power purchasddsy not
having to generate such electrical energy itseffuwchase it from others. In the three months ended
March 31, 2007, 80.3% of the electricity revenuesagated was derived from contracts with fixed gneates,
and therefore such revenues were not affectedébffubtuations in energy commaodity prices.

Revenues attributable to our Products Segmentasedoon the sale of equipment and the provision of
various services to our customers. These revenags/ary from period to period because of the tinohgur
receipt of purchase orders and the progress ofxerution of each project.

Our management assesses the performance of osetynoents of operation differently. In the casewf o
Electricity Segment, when making decisions abotmial acquisitions or the
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development of new projects, we typically focugtlom internal rate of return of the relevant investin relevant
technical and geological matters and other relelbasiness considerations. We evaluate our operptivjgcts
based on revenues and expenses and our projectsehader development, based on costs attriutatdach
such project. By contrast, we evaluate the perfagaaf our Products Segment based on the timelyedglof
our products, performance quality of our products eosts actually incurred to complete customeersrds
compared to the costs originally budgeted for sarders.

During the three months ended March 31, 2007 dat tevenues increased by 2.4% (from $60.3 miltn
$61.7 million) over the same period last year. Reres from the Electricity Segment remained the same
revenues from the Product Segment increased by, 9t686 the same period last year.

During the three months ended March 31, 2007 a0é,20ur U.S. projects generated 464,704 MWh and
481,427 MWh, respectively, which includes our 50%rs in the Mammoth project.

Recent Developments



» During the first quarter of 2007 and through thgibeing of May 2007, we have achieved several
milestones related to our projec

e We finalized our minority interest share in thedndsian special purpose company that will own
and operate the 340 MW Sarulla project in Indonasik2.75%

« We have declared commercial operation of the 11 D&8ert Peak 2 projec

* We have completed the construction of additionah&trEnergy Converter (OEC) units, which
increased the capacity of the Ormesa complex byMYdlinging its generating capacity to 57
MW.

« We have declared commercial operation of the 10 @&lena 2 projec

* We have completed the construction of additionaCQfRit in the Steamboat Hill project and
increased the generating capacity of the projeet bMW.

* In April 2007, we received a 21 million New Zealashallars (approximately $15.4 million) order from
Geothermal Development Ltd (GDL), a company in Whiee own 49%, to supply and construct a
geothermal power plant in Kawerau, New Zealand. &mwill also provide the required construction
loan. GDL expects to sell electricity produced bg project to Bay of Plenty Electricity of New
Zealand under an existing 7-year power purchasseaggnt extendable an additional 5 years by
mutual agreement. We have an option to acquireeiimaining 51% of GDL before the completion of
construction. Construction is expected to be cotedlé the first half of 200¢

* In March 2007, we entered into an $11.5 milliontcact with ENAGAS, S.A. of Madrid, Spain for
the supply of one OEC for a REG plant. The REG takbeing specially designed to use the residual
energy from the vaporization process of a Liquefedural Gas regasification terminal located in
Huelva, Spain. The equipment is scheduled to bpl&gband installed within 26 months from the
receipt of a notice to proceed, which is expectetthé next few month:

e In February 2007, the Nevada Public Utilities Comssion approved two new 20-year power purchase
agreements that two of our subsidiaries enter@dantAugust 3, 2006 with Nevada Power Company,
a subsidiary of Sierra Pacific Resources, for #le ef energy to be produced from the Carson Lake
(near Fallon) and Buffalo Valley power plants, taew geothermal power plants to be built in Lander
and Churchill Counties in northern Nevada. The Qalsake and Buffalo Valley projects are both
projected to come on line in late 2009. These nlawtp are expected to increase the total output we
supply to Sierra Pacific Resources by between 8668nMW.
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« In January 2007, we entered into two contracts witlombined value of $9.0 million with Enpower
Green Energy Generation, Inc. for the supply of @E©C units for two REG plants to be located on
the Duke Energy T South Pipeline System in Brisilumbia, Canada. The equipment is to be
supplied by the end of April 200

e In January 2007, our subsidiary developing the fdkidl project entered into an Amended and
Restated Power Purchase Agreement and a Projaatit3egreement, with Kenya Power and
Lighting Co., the Kenyan parastatal electricityngmission and distribution company, with respect to
Phase Il of the Olkaria Il project. These agreetm@rere executed after receipt of appropriate
regulatory approvals from the Kenyan authoritidse €onstruction of Phase Il of the project is
expected, upon completion, to add approximateli¥1¥8 to the existing facility, bringing the proj¢'s



total capacity to approximately 48 MW. Followingnapletion of Phase II, total anticipated annual
revenues from the project will be approximately $3iflion .

* In January 2007, one of our subsidiaries enteredarPower Purchase Option Agreement with Basin
Electric Power Cooperative (Basin Electric) regagdive new REG power plants located along the
Northern Border Pipeline in the States of Montawarth Dakota and Minnesota. According to
Option Agreement, Basin Electric will work towartdfilling certain conditions with the goal to
confirm that it is ready to enter into a definitigb-year power purchase agreement. These conditions
include the interconnection and rights to the sitevhich the power plants will be constructed. We
have already secured the rights to the waste beawd of the new power plants and will continue to
work towards obtaining the rights to the remairtimgge new power plants. The approval for
construction of the new power plants is expectathdu2007 after both parties have fulfilled their
prerequisite obligations under the Power Purchast@®®Agreement

* InJanuary 2007, two of our subsidiaries enteréa sSmpply and engineering, procurement and
construction contracts with Ngawha Generation ladsubsidiary of Top Energy Limited, for a new
geothermal power plant in Ngawha, New Zealand. ddrgracts are for a total of approximately
$20 million. The construction of the power planeipected to be completed within 20 months from
the contract date

Trends and Uncertainties

The geothermal industry in the United States hsi®hcally experienced significant growth followbkd a
consolidation of owners and operators of geothepualer plants. During the 1990s, growth and develkqt in
the geothermal industry occurred primarily in fgremarkets and only minimal growth and development
occurred in the United States. Since 2001, thesébken increased demand for energy generated from
geothermal resources in the United States as ptiodumsts for electricity generated from geothdrraaources
have become more competitive relative to fossil §emeration. This is partly due to increasing reltgas and
oil prices and newly enacted legislative and refgmaincentives, such as state renewable port&ihndards.
We see the increasing demand for energy genenateddeothermal and other renewable resources ibited
States and the further introduction of renewabléfplio standards as the most significant trendsciing our
industry today and in the immediate future. Theendécelative decline in oil and gas prices doesappiear to
have impacted the increasing demand for renewatgeyg. Our operations and the trends that from tortéme
impact our operations are subject to market cycles.

Although other trends, factors and uncertaintieg mgpact our operations and financial condition,
including many that we do not or cannot foreseebeleeve that our results of operations and finanobndition
for the foreseeable future will be affected by fibiéowing trends, factors and uncertainties:

* In 2005, 2006 and in the first quarter of 2007, pumary activity has been the implementation af ou
organic growth through the construction of new @ctg and enhancements of several of our existing
projects. As a result, growth in revenues and dv
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generating capacity has been more moderate th200i3 and 2004, in which we made significant
acquisitions. Nevertheless, we expect that thiestment in organic growth will increase our total
generating capacity, consolidated revenues anchtipgrincome attributable to our Electricity
Segment in 2007, as compared with 2(

* We continue to experience increases in the costwimnaterials required for our equipment
manufacturing activities and equipment used inpmwer plants. We have experienced an increase in
drilling costs and a shortage in drilling equipmeffe believe this is the result of the high oilces
resulting in increased drilling activity in the rkatplace. We also have experienced, and expect to
continue to experience, an increase in construcii@s. This is particularly true in the Unitedt8ta
where a significant increase in construction atiégihas caused higher prices. An increase inaw



materials, drilling, construction and other costsyrhave an adverse effect on our financial corlitio
and results of operation

* We expect that the increased awareness of clinhaege may result in significant changes in the
energy, business and regulatory environments, wiigj create business opportunities for us going
forward.

* In the United States, we expect to continue to fieinem the increasing demand for renewable
energy as a result of favorable legislation adopte@3 states and the District of Columbia, inchgdi
California, Nevada and Hawaii (where we have beestractive in geothermal development and
where all of our U.S. geothermal projects are ledatThese laws require that an increasing
percentage of the electricity supplied by eleattiity companies operating in such states be @ekriv
from renewable energy resources until certain gtabtished goals are met. We expect that the
additional demand for renewable energy from ugiitin such states will create additional
opportunities for us to expand existing projectd huoild new power plant:

e On September 27, 2006, the California Global Wagt8olutions Act of 2006 (the Act) was signed
into law. The Act regulates most sources of greasb@as emissions and is expected to result in a
reduction of carbon emissions to 1990 levels by02@2presenting a twenty-five percent reduction in
greenhouse gas emissions. To accomplish this, therAvides a framework for greenhouse gas
emissions reductions through the use of emissions@ technologies and other cost-effective
reduction strategies, one of which may involveuke of market-based trading of emissions rights.
The California Air Resources Board must adopt stathsl for implementing the Act by 2011. Although
programs under the Act will take some time to depelts requirements, particularly the creatioraof
market-based trading mechanism to achieve comgiaiiihh emissions caps, should be highly
advantageous to in-state energy generating sotiraekave low carbon emissions such as geothermal
energy.

» On September 27, 2006, California also enactedlbgin requiring that its renewable portfolio
standard of 20% generation from renewable energyurees per year be met by December 2010,
ahead of the previous legislative mandated targpeeember 2017. The California legislature is
currently considering an increase to 33% by Decer8he2020

« Outside of the United States, we expect that &tyadf governmental initiatives, will create new
opportunities for the development of new projeatsyvell as create additional markets for our remote
power units and other products. These initiativeuide the award of long-term contracts to
independent power generators, the creation of ctitiveewholesale markets for selling and trading
energy, capacity and related energy products amddbption of programs designed to encourage
‘‘clear’ renewable and sustainable energy sou

*  We expect to continue to generate the majorityusfrevenues from our Electricity Segment through
the sale of electricity from our power plants. 8ilour current revenues from the sale of electriaiie
derived from fully-contracted payments under loagyt power purchase agreements. However, we
intend to continue to pursue growth in our recodegrergy business, and we expect that the porfion o
revenues from our recovered energy business, ascamiage of the total revenues from our Products
Segment, will increas:
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» Over the last two years, competition from the wamadi solar power generation industry has increased.
While the current demand for renewable energyrigel@&nough that this increased competition has not
impacted our ability to obtain new power purchageeaments, it may contribute to a reduction in
electricity prices

» The viability of our geothermal power plants depend various factors such as the heat contentof th
geothermal reservoir, useful life of the reserytiie term during which such geothermal reservos



sufficient extractable fluids for our operationgaoperational factors relating to the extractibthe
geothermal fluids. Our geothermal power plants egyerience an unexpected decline in the capacity
of their respective geothermal wells. Such facttrgether with the possibility that we may failftod
commercially viable geothermal resources in tharijtrepresent significant uncertainties we face in
connection with our operation

» As our power plants age, they may require increasa@dtenance with a resulting decrease in their
availability.

« Our foreign operations are subject to significaittigal, economic and financial risks, which vdry
country. These risks include the ongoing privatiaabf the electricity industry in the Philippingbe
partial privatization of the electricity sector@uatemala, labor unrest in Nicaragua and the paliti
uncertainty currently prevailing in Kenya. Althougle maintain political risk insurance to mitigate
these risks, insurance does not provide complaterage with respect to all such ris

* The United States extended a tax subsidy and isedetihe amount of the tax subsidy for companies
that use geothermal steam or fluid to generatdratitg as part of the Energy Policy Act of 200%th
became law on August 8, 2005. The tax subsidy‘@aduction tax credit”, which in 2006 was 1.9
cents per kWh and is adjusted annually for inflatibhe production tax credit may be claimed for ten
years on the electricity output of new geothernmab@r plants put into service by December 31, 2

* The Energy Policy Act of 2005 authorizes the Feldenergy Regulatory Commission (FERC) to
revise the Public Utility Regulatory Policy Act (RPA) so as to terminate the obligation of electric
utilities to purchase the output of a Qualifyingchity if FERC finds that there is an accessible
competitive market for energy and capacity from@halifying Facility. The legislation does not
affect existing power purchase agreements. We texpect this change in law to affect our U.S.
projects significantly, as all except one of ourreat contracts (our Steamboat 1 project, whicls sel
electricity to Sierra Pacific Power Company on aryley-year basis) are long-term. FERC has recently
issued a final rule that could eliminate the uytitpurchase obligation in four regions of the coyn
None of those regions includes a state in whichcaarent projects operate. However, FERC ha
authority under the Energy Policy Act of 2005 to, @0 a case-by-case basis, to eliminate the
mandatory purchase obligation in other regionshénfinal rule, FERC expressly noted that the
California Independent System Operator (CAISO)dasfied one but not all of the criteria for rélie
from the mandatory purchase obligation. If theitigs in the regions in which our domestic projects
operate were to be relieved of the mandatory pwelodligation, they would not be required to
purchase energy from us upon termination of thstiexj power purchase agreement, which could
have an adverse effect on our reven

 On May 2, 2007, the Bureau of Land Management hadvinerals Management Service (each part of
the Department of the Interior) issued separatd funes to implement relevant provisions of the
Energy Policy Act of 2005. These rules revise éxisfederal regulations dealing with the general
geothermal leasing process for federal land, Idasations, work commitments, annual rental and
credit of rental toward royalties, and royalty cddtions. The new rules include: a requirement that
geothermal resources be offered through a competitase process; the introduction of a new royalty
methodology, calculated on the basis of gross gaséom the sale of electricity, rather than the
““netbacl’ calculation previously in use; the introductionimdreased rental payments (t!
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are creditable toward royalties owed); and a ndves® of lease terms and extensions. The rules also
establish “production incentives” for new faciés and qualified expansion facilities that areiptd
commercial operation by August 8, 2011, in the fafa four year 50% reduction in royalties

from what would otherwise be due. The 50% reducdipplies to all of the electricity generated from a
new facility, and to the incremental electricityngeated by a qualified expansion facility. The
provisions of the rules dealing with fees, ren@mpents, and royalties apply to geothermal leases
issued after August 8, 2005. However, lessees Urdses issued prior to August 8, 2005 may elect to
convert their leases to the new regulatory framé&wdfe are currently evaluating the impact of th



final rules but do not expect a material impacbanfinancial condition and results of operatic

Revenues

We generate our revenues from the sale of elegtficim our geothermal and recovered energy-
based power plants; the design, manufacturing aledo$ equipment for electricity generation; and th
construction, installation and engineering of poplant equipment.

Revenues attributable to our Electricity Segmeetralatively predictable as they are derived fromdale
of electricity from our power plants pursuant tadgeterm power purchase agreements. However, svehnues
are subject to seasonal variations, as more felbcdbed below in the section entitled “SeasopaliElectricity
Segment revenues may also be affected by highar-tha
average ambient temperature, which could causeraage in the generating capacity of our plantsbgnd
unplanned major maintenance activities relateditgpoojects.

Our power purchase agreements generally providénéopayment of capacity payments, energy payments,
or both. Generally, capacity payments are paymeaitslated based on the amount of time that ourep@iants
are available to generate electricity. Some ofpmwer purchase agreements provide for bonus pagnrettie
event that we are able to exceed certain targetdend the potential forfeiture of payments iffaieto meet
minimum target levels. Energy payments, on therdthed, are payments calculated based on the arnbunt
electrical energy delivered to the relevant powecpaser at a designated delivery point. The igeticable to
such payments are either fixed (subject, in cexases, to certain adjustments) or are based aeleéhent
power purchaser’s short run avoided costs (theeinental costs that the power purchaser avoids blgaing
to generate such electrical energy itself or puselifrom others). Our more recent power purcl@seements
provide generally for energy payments alone witlolbligation to compensate the off-taker for itsreraental
costs as a result of shortfalls in our supply.

The lease income related to the Puna lease trémsscivhich are accounted for as operating leases,
included as a separate line item in our ElectriSiggment revenues (See “Liquidity and Capital Reses”).
For management purposes, we analyze such reveraeanbined basis with other revenues in our Egttr
Segment.

As required by Emerging Issues Task Force (EIT&)dsNo. 01-8Determining Whether an Arrangement
Contains a Leasewe have assessed all of our power purchase agregmgreed to, modified or acquired in
business combinations on or after July 1, 2003,cam¢luded that all such agreements contain a kedasgent
requiring lease accounting. Accordingly, revenuatesl to the lease element of the agreements sepred as
“lease portion of energy and capacity” revenuéhvthe remaining revenue related to the productiod
delivery of the energy presented as “energy anhciy” revenue in our consolidated financial staents.

As the lease revenue and the energy and capaeépues are derived from the same arrangement dhd bo
fall within our Electricity Segment, we analyze buevenues, and related costs, on a combined foasis
management purposes.

Revenues attributable to our Products Segmentarerglly less predictable than revenues from our
Electricity Segment. This is because larger custargers for our products are typically a resulbof
participating in, and winning, tenders issued bteptial customers in connection with projects they
developing. Such projects often take a long timéesign and develop and are often subject
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to various contingencies such as the customerlgyatu raise the necessary financing for a projéct a result,
we are generally unable to predict the timing afsarders for our products and may not be ableptace
existing orders that we have completed with newsoAs a result, our revenues from our Products &agm
fluctuate (and at times, extensively) from periogheriod.

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

Revenues in Thousands % of Revenues for Period Indicated




Three Months Ended March 31, Three Months Ended March 31,

2007 2006 2007 2006
Revenues
Electricity Segment $ 43,658 $ 43,733 .7 72.5%
Products Segment 18,089 16,588 293 | 20
Total $ 61,747 $ 60,321 10046 100.0%

Geographical Breakdown of Revenues

For the three months ended March 31, 2007, 78.38ti0fevenues attributable to our Electricity Segtme
were generated in the United States, as compar@6l 886 for the same period in 2006.

The following table sets forth the geographic boain of the revenues attributable to our Electyicit
Segment for the periods indicated:

Revenues in Thousands % of Revenues for Period Indicated
Three Months Ended March 31, Three Months Ended March 31,
2007 2006 2007 2006
United States $ 34,188 $ 38,015 7843 86.9%
Foreign 9,470 5,718 217 131
Total $ 43658  $ 43,733 1008 100.0%

For the three months ended March 31, 2007, 48.38tiofevenues attributable to our Products Segment
were generated in the United States, as compa@@tior the same period in 2006.

Seasonality

The prices paid for the electricity generated bydnmestic projects pursuant to our power purchase
agreements are subject to seasonal variationspiites paid for electricity under the power pur@as
agreements with Southern California Edison Comp&wuthern California Edison): the Heber 1 and 2quts,
the Mammoth project and the Ormesa project arednighthe summer months of June through Septemiztas
a result we receive higher revenues during suchtimsoithe prices paid for electricity pursuant te gower
purchase agreements of our projects in Nevadamagggnificant changes during the year. In the &rindue
principally to the lower ambient temperature ouwpoplants produce more energy and as a resuleoeve
higher energy revenues. However, the higher cappaigments payable by Southern California Edison in
California in the summer months have a more sigaift impact on our revenues than that of the highergy
revenues generally generated in winter due to asme efficiency, and as a result our revenuesearerglly
higher in the summer than in the winter. The prigaisl for electricity pursuant to the power pureéhagreement
of the Puna project are partially volatile and iampacted by oil prices; therefore, our revenues trayolatile
during the year.

Breakdown of Expenses
Electricity Segmer

The principal expenses attributable to our opegapirojects include operation and maintenance exgsens
such as salaries and related employee benefitjragnt expenses, costs of parts and

25

Table of Contents

chemicals, costs related to third-party servicegpmmaintenance, lease expenses, royalties, gtand
auxiliary electricity purchases, property taxes arsdirance and, for the California projects, traission
charges, scheduling charges and purchases of swaéstfor use in our plant cooling towers. Soméhete
expenses, such as parts, third-party services ajm maintenance, are not incurred on a regulasbahis



results in fluctuations in our expenses and owlte®f operations for individual projects from aiea to quarter.
The lease expense related to the Puna lease ttiansas included as a separate line item in oecicity
Segment cost of revenues (See “Liquidity and Cdfiesources”). For management purposes we analyze
costs on a combined basis with other cost of resgiiuour Electricity Segment.

Payments made to government agencies and privatiegon account of site leases where plants are
located are included in cost of revenues. Royadtympents, included in cost of revenues, are made as
compensation for the right to use certain geotheresmurces and are paid as a percentage of teaues
derived from the associated geothermal rights tik®@three months ended March 31, 2007, royaltiestitated
approximately 4.5% of the Electricity Segment rawen

Products Segme

The principal expenses attributable to our Prod8etgment include materials, salaries and relatquom@e
benefits, expenses related to subcontracting siesyitransportation expenses, and sales commssgicsales
representatives. Some of the principal expensgbutible to our Products Segment, such as a poofithe
costs related to labor, utilities and other suppervices are fixed. As a result, the cost of reesrattributable to
our Products Segment, expressed as a percenttagfalakvenues, fluctuates. Another reason for such
fluctuation is that in responding to bids for owogucts, we price our products and services irfticgldo existing
competition and other prevailing market conditiomhjch may vary substantially from order to order.

Cash, Cash Equivalents and Marketable Securities

Our cash, cash equivalents and marketable sesuagi®f March 31, 2007 decreased to $74.7 milliomf
$116.7 million as of December 31, 2006. This deseas principally due to the combination of theding of
capital expenditures in the amount of $31.2 milliord repayments of long-term debt to our parentthind
parties in the amount of $23.8 million, offset 8.4 million of cash flow from operating activities.

Critical Accounting Policies

A comprehensive discussion of our critical accaumpolicies is included in the “Management’s
Discussion and Analysis of Financial Condition &w®bults of Operations” section in our annual réjpor Form
10-K for the year ended December 31, 2006.

New Accounting Pronouncements

See Note 2 to our Condensed Consolidated FinaBtaééments set forth in Item 1 of this quarterfyor¢
for information regarding new accounting pronouneats.

26

Table of Contents

Results of Operations

Our historical operating results in dollars andigeercentage of total revenues are presented balow.
comparison of the different periods described batoay be of limited utility as a result of each loé tfollowing:
() our recent construction of new projects andasrdement of acquired projects, and (ii) fluctuafiorevenues
from our Products Segment. In the first quarte2@d7, an accumulation of operational issues resiuttédoth
reduced revenues and increased costs. Such opaiasisues are not expected to continue and ar@adiottive
of future trends.

Three Months Endec
March 31,

2007 2006

(in thousands, except per share data)

Statements of Operations Historical Data:
Revenues:
Electricity Segment $ 43,658 $ 43,733



Products Segment 18,089
61,747
Cost of revenues:
Electricity Segment 39,722
Products Segment 15,924
55,646
Gross margin:
Electricity Segment 3,936
Products Segment 2,165
6,101
Operating expenses:
Research and development expenses 704
Selling and marketing expenses 1,986
General and administrative expenses 5,747
Operating income (loss) (2,339
Other income (expense):
Interest income 1,415
Interest expense (7,782
Foreign currency translation ¢
transaction losses (716
Other non-operating income 352
Income (loss) before income ta
and equity in income of investees (9,067
Income tax benefit (provision) 1,995
Equity in income of investees 1,231
Net income (loss) $ (584)
Earnings (loss) per share — basic and diluted $ (0.15

Weighted average number of shares used in compn
of earnings (loss) per share:
Basic 38,109

Diluted 38,109
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16,588
60,321

26,867
10,532
37,399

16,866
6,056
22,922

773
2,695
4,684

14,770

1,115
(7,453

(®)
103

8,527
(1,918
1,279
$ 7892
$ 025

31,563
31,697
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Three Months Endec

March 31,
2007 2006
Statements of Operations Historical Data:
Revenues:
Electricity Segment 70. 7% 72.3%
Products Segment ~29.3 275
100.0 /1000
Cost of revenues:
Electricity Segment 91.0 61.4
Products Segment ~88.0 635
_90.1 __62.0
Gross margin:
Electricity Segment 9.0 38.6



Products Segment 12.0 36.5

9.9 38.0
Operating expenses:
Research and development expenses 1.1 1.3
Selling and marketing expenses 3.2 4.5
General and administrative expenses | B 1.8
Operating income (loss) (3.9 24.5
Other income (expense):
Interest income 2.3 1.8
Interest expense (12.9 (12.9
Foreign currency translation ¢
transaction losses 1.2 (0.0
Other non-operating income 0.6 0.2
Income (loss) before income ta S S
and equity in income of investees (14.7 14.1
Income tax benefit (provision) 3.2 (3.3
Equity in income of investees 20 21
Net income (loss) _(9-%) _13.1%

Comparison of the Three Months Ended March 31, 2007 and the Three Months Ended March 31, 2006

Total Revenues

Total revenues for the three months ended Marc2@27 were $61.7 million, as compared with
$60.3 million for the three months ended MarchZ106, which represented a 2.4% increase in totaimees.
This increase is attributable to our Products Segméose revenues increased by 9.0%, over the pana in
2006.

Electricity Segmer

Revenues attributable to our Electricity Segmentfie three months ended March 31, 2007 were
$43.7 million, which remain unchanged from the sgmeod in 2006. Our Electricity Segment revenugdtie
three months ended March 31, 2007 include $3.2amibf revenues generated from the Zunil project in
Guatemala, which was consolidated as of March @362nd $0.4 million generated from our Amatitlaojgct
in Guatemala which started generating electricitiMiarch 2007, but has not yet declared commergiafation.
This increase was offset by a decrease in our ¢otaigy production in the United States from 458 ,WBVh in
the three months ended
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March 31, 2006 to 437,126 MWh in the three montideel March 31, 2007. This decreased our electricity
revenues in the United States by $4.0 million. Th@srease is primarily attributable to the follog/ievents: (i)
the Steamboat 2 /3 project has experienced pretidatlures of two of the project’s turbines whigkre not
manufactured by us. We are in the process of repgabe faulty equipment with turbines designed and
manufactured by us; (ii) the Heber 1 project wag slown during a period of 25 days in order to perfa
scheduled overhaul; (iii) the Steamboat Hills pcoj@as shut down in December 2006 in order tortighé new
Galena 2 power plant in the second quarter of Z0@¥commissioning of the Galena 2 project waspmstd
from the first quarter to the second quarter of2280e to a delay in obtaining the project pernait)d (iv) the
Puna project has experienced a decrease in revaswesesult of lower energy rates. The decreasarit.S.-
based revenues was partially offset by additioee¢nues generated by the Gould 1 and OREG 1 pdwsisp
which were placed in service in the second andl thirarter of 2006. As of the last month of the tprathe
Brady project sales were reduced by 6 MW and saldssare expected to remain at 12 MW through theniha
of 2007, while drilling for additional resourcelieing performed.

Products Segme



Revenues attributable to our Products Segmenhéottiree months ended March 31, 2007 were
$18.1 million, as compared with $16.6 million foetthree months ended March 31, 2006, which reprede
9.0% increase in such revenues. This increaseérisipally attributable to increased sales of ousthermal and
recovered energy generation products.

Total Cost of Revenues

Total cost of revenues for the three months endattM31, 2007 was $55.6 million, as compared with
$37.4 million for the three months ended MarchZ106, which represented a 48.8% increase in tottlaf
revenues. As a percentage of total revenues, talrdost of revenues for the three months endeatiVat, 2007
was 90.1% compared with 62.0% for the same pend@DD6. These increases are attributable to inedeessts
in both our Electricity and Products Segments,issudsed below.

Electricity Segmer

Total cost of revenues attributable to our ElettyriSegment for the three months ended March 3@720
was $39.7 million, as compared with $26.9 million the three months ended March 31, 2006, which
represented a 47.8% increase in total cost of regfor such segment. This increase is primarigy/ tdithe
following: (i) a $1.9 million cost of completing ¢trepair of two wells experiencing mechanical peai in the
Puna project; (ii) a $2.0 million cost of a schetlibverhaul in the Heber 1 project (such an ovérisau
performed once every four to five years); (iii)iaorease of $2.5 million in the costs related ® @rmesa
project, as a result of accelerating well field ntahance work, which was done as a preventive measior to
their failure in order to assure a higher wellfialhilability during the summer, when electricigteas paid under
the relevant power purchase agreement are higke®Q.8 million of expenses resulting from thetlsehent of a
legal claim; and (v) an increase of $0.9 milliorcost of revenues attributable to the inclusionafdull quarter
of the additional cost of revenues being generbayetthe Zunil project in Guatemala which was cordsed as
of March 13, 2006. The remaining $4.7 million o imcrease in our cost of revenues (including iaseel
depreciation in the amount of $1.4 million) is itiitable primarily to costs relating to new progeptaced in
service and to an increase in labor and mater@stsdn existing plants. As a percentage of td&dtecity
revenues, the total cost of revenues attributabteut Electricity Segment for the three months ende
March 31, 2007 was 91.0% compared with 61.4% ferttinee months ended March 31, 2006.

Products Segme

Total cost of revenues attributable to our Prod&etgment for the three months ended March 31, 2083,
$15.9 million, as compared with $10.5 million foetthree months ended
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March 31, 2006, which represented a 51.2% incriatseal cost of revenues related to such segnidis.
increase is attributable to the increase in oud&ects Segment revenues, a different product mict,aanincrease
in labor, material and construction costs. As @@etage of total Products Segment revenues, alrdost of
revenues attributable to this segment for the thmesths ended March 31, 2007 was 88.0% as compatied
63.5% for the three months ended March 31, 2006.

Research and Development Expenses

Research and development expenses for the threthsnemded March 31, 2007 were $0.7 million, as
compared with $0.8 million for the three monthsemh®larch 31, 2006, which represented an 8.9% dserea
Such decrease reflects fluctuations in the penoahich actual expenses were incurred.

Selling and Marketing Expenses

Selling and marketing expenses for the three magtkded March 31, 2007 were $2.0 million, as congare
with $2.7 million for the three months ended Magdh 2006, which represented a 26.3% decrease. 8dreake
was due primarily to a decrease in commission ahigaty expenses offset partially by an increassailaries.
Selling and marketing expenses for the three maerkded March 31, 2007 constituted 3.2% of tota¢nexes for
such period, as compared with 4.5% for the threethzoended March 31, 2006. Such decrease is paihcip
attributable to a decrease in commissions and elglivosts relating to the Products Segment, asidedcabove.

General and Administrative Expenses



General and administrative expenses for the thiaetms ended March 31, 2007 were $5.7 million, as
compared with $4.7 million for the three monthsesh®larch 31, 2006, which represented a 22.7% iserea
Such increase is attributable to an increase isgoerel expenses and other administrative expessesesult of
the hiring of additional personnel in expectatidror future growth, and as a result of an incréasmalaries.
General and administrative expenses for the thim&tm ended March 31, 2007 increased to 9.3% aff tot
revenues for such period, from 7.8% for the threatims ended March 31, 2006.

Operating I ncome (L0ss)

Operating loss for the three months ended Marct2827 was $2.3 million, as compared with operating
income of $14.8 million for the three months endi&atch 31, 2006. Such decrease in operating incoase w
principally attributable to a $16.8 million decrean gross margin primarily due to the increaswtal cost of
revenues as explained above, and an increase3fi§illion in operating expenses. Operating losstattable to
our Electricity Segment for the three months endedch 31, 2007 was $1.5 million, as compared with
operating income of $11.3 million for the three rifenended March 31, 2006. Operating loss attribetabour
Products Segment for the three months ended MdrcB®7 was $0.8 million, as compared with opegatin
income of $3.5 million for the three months endearth 31, 2006.

Interest Expense

Interest expense for the three months ended MakcB@7 was $7.8 million, as compared with
$7.5 million for the three months ended March 310& which represented a 4.4% increase. The masons
for the $0.3 million increase are: (i) a decreas®005 million in interest capitalized to projecs) an increase
of $0.6 million in interest expense for the threemtihs ended March 31, 2007 due to the consolidatiamerest
expense from the Zunil project, which was consadidaas of March 13, 2006; and (iii) a decrease0a? $nillion
in the fair value of interest rate caps for the&hmonths ended March 31, 2007. The increasedresitexpense
was partially offset by a decrease of $0.6 milliointerest expense to our parent and a decreab@ 4fmillion
in interest expense in respect of the OFC and O8€alor Secured Notes due to principal repayments.
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Income Taxes

Income tax benefit for the three months ended M&dcH2007 was $2.0 million as compared with income
tax expense of $1.9 million for the three monthdezhMarch 31, 2006. The effective tax rates fortthee
months ended March 31, 2007 and 2006 were 22.09224d86, respectively. Our effective tax rate desegdan
the three months ended March 31, 2007 comparedthétiame period last year due to: (i) a decreb2&oan
the tax rate in Israel commencing January 1, 2()4 tax credit related to our subsidiaries inaBamala; and
(iii) an increase in production tax credits assuteof new power plants placed in service.

Effective January 1, 200#ve adopted Financial Accounting Standards Boaretpmétation No. 48,
Accounting for Uncertainty in Income Taxes, an fiptetation of FASB Statement No. I(FIN No. 48). There
was no impact on the income tax benefit for the¢hmonths ended March 31, 2007 resulting from doption
of FIN No. 48.

Equity in Income of | nvestees
Our participation in the income generated fromiouestees for the three months ended March 31, 2007
was $1.2 million, as compared with $1.3 million fbe three months ended March 31, 2006.

Net Income (L 0ss)

Net loss for the three months ended March 31, 2085 $5.8 million, as compared with net income of
$7.9 million for the three months ended March 30& Such decrease in net income was principatlipatable
to a $16.8 million decrease in gross margin prilpahiie to the increase in total cost of revenuesxatained
above, and an increase of $0.3 million in operagirgenses, and an increase of $0.5 million in atxpenses.
This was partially offset by a decrease in our medax provision of $3.9 million.

Liquidity and Capital Resources



To date, our principal sources of liquidity havebelerived from cash flow from operations, procdeas
parent company loans, third party debt in the fofrhborrowing under credit facilities, issuance byr@at
Funding and OrCal Geothermal of their Senior Settetes, project financing (including leases) el t
issuance of our common stock in public offering® Méve utilized this cash to fund our acquisitiates;elop
and construct power generation plants and meedthier cash and liquidity needs. Our managemenrg\esithat
the outstanding cash, cash equivalents, markesabigrities and cash generated from our operatidhaddress
our liquidity and other investment requirementsadidition, our shelf registration statement on F&3, which
was declared effective on January 31, 2006, previgewith the ability to raise additional capitaidugh the
issuance of securities pursuant to the terms anditbons of the shelf registration. As describetbbe since the
capital note in the amount of $50.7 million withrquarent is payable upon demand at any time after
November 30, 2007, it is presented in current ligds in our balance sheets as of March 31, 20@¥
December 31, 2006.

As of March 31, 2007, we had a working capital ciefn the amount of $10.1 million. We expect to
overcome this deficit and to fund future capitgbemditures from (i) positive cash flow from our ogiing
activities; (ii) additional proceeds to be raisehf the financing and refinancing of our projeetsd (iii)
corporate borrowing.

Loan Agreementswith our Parent

In 2003, we entered into a loan agreement withpawment company, Ormat Industries Ltd. (Ormat
Industries), which was further amended on Septer@®e2004. Pursuant to this loan agreement, Ormat
Industries agreed to make a loan to us in one oemmdvances not exceeding a total aggregate armbunt
$150.0 million. The proceeds of the loan are taded to fund our general
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corporate activities and investments. We are reguio repay the loan and accrued interest in fudlia
accordance with an agreed-upon repayment scheddlaany event on or prior to September 5, 204@rést
on the loan is calculated on the balance from #ie df the receipt of each advance until the dhgapment
thereof at a rate per annum equal to Ormat IndisStaverage effective cost of funds plus 0.3% iitede, which
represented a rate of 7.5% for the advances maitggd2003. All computations of interest shall bedady
Ormat Industries on the basis of a year consigfr860 days. As of March 31, 2007, the outstandialgnce of
the loan was approximately $82.5 million compa®889.5 million, as of December 31, 2006.

In addition to the above loan, pursuant to the seofra capital note, as amended on September 2@, 20
Ormat Industries converted outstanding balancesldwais to Ormat Industries into a subordinatedinterest
bearing loan in an amount equal to New Israeli 8ls{NIS) 240.0 million. At any time after
November 30, 2007, upon demand by Ormat Industriesyill be required to repay the loan in full. Treal
maturity of the loan is December 30, 2009. In adaace with the terms of such note, we will not éguired to
repay any amount in excess of $50.7 million (usirgexchange rate existing on the date of such.n&seof
March 31, 2007 and December 31, 2006 the ceilir@p0t7 million is effective. Since the note is palgaupon
demand at any time after November 30, 2007 ités@nted in current liabilities in our balance shastof
March 31, 2007 and December 31, 2006.

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 sulzsids have incurred for the purpose of develogind
constructing, refinancing or acquiring our variqguejects. The second category consists of debtiedwy us
or our subsidiaries for general corporate purposes.

OrCal Geothermal Senior Secured Notes — Non-Reeours

On December 8, 2005, OrCal Geothermal Inc. (Or@alg, of our subsidiaries, issued $165.0 million,
6.21% Senior Secured Notes (OrCal Senior SecurgesNm an offering subject to Rule 144A and RetijoiaS
of the Securities Act of 1933, as amended, foptimpose of refinancing the acquisition cost of tedber
projects. The OrCal Senior Secured Notes have kz#ed BBB- by Fitch. The OrCal Senior Secured Nbtse
a final maturity date of December 30, 2020. Priatgnd interest on the OrCal Senior Secured Naotepayable
in semi-annual payments that commenced on Jun20B®, The OrCal Senior Secured Notes are collaerhl



by substantially all of the assets of OrCal and#hof its wholly owned subsidiaries and are fuliga
unconditionally guaranteed by all of the wholly audnsubsidiaries of OrCal. There are various restec
covenants under the OrCal Senior Secured Noteshwihclude limitations on additional indebtednesd a
payment of dividends. As of March 31, 2007, we wiareompliance with the covenants under the Or@ali&
Secured Notes. As of March 31, 2007, there wer® $1&illion of OrCal Senior Secured Notes outstagdi

Ormat Funding Senior Secured Notes — Non Recourse

On February 13, 2004, Ormat Funding Corp. (OFCg, ainour subsidiaries, issued $190.0 million, 8v4%
Senior Secured Notes (OFC Senior Secured Notes) offering subject to Rule 144A and Regulatiorf he
Securities Act of 1933, as amended, for the purpbsefinancing the acquisition cost of the Bra@ymesa and
Steamboat 1/1A projects, and the financing of ttiussition cost of the Steamboat 2/3 project. TiCCBenior
Secured Notes have a final maturity date of Decer@Be2020. Principal and interest on the OFC Senio
Secured Notes is payable in semi-annual paymerithwbmmenced on June 30, 2004. The OFC Senior
Secured Notes are collateralized by substantidlliyf ahe assets of OFC and those of its wholly edin
subsidiaries and are fully and unconditionally gueed by all of the wholly owned subsidiaries 600 There
are various restrictive covenants under the OFGos&ecured Notes, which include limitations onitiddal
indebtedness and payment of dividends. On DeceB1he2006, OFC did not meet the “debt service cager
ratio” and therefore it was restricted from payrnehdividends until it meets such ratio. As of Mar31, 2007,
there were $173.8 million of OFC Senior SecuredeNatutstanding.
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We have not yet granted a security interest oventw unit of the Desert Peak 2 project to the GEGior
Secured Noteholders, which is required under tHeriture for the OFC Senior Secured Notes. We are
evaluating an alternative approach to replacingtesert Peak 1 plant with one of the new unithefDesert
Peak 2 project. Implementing such an alternativaldvoequire the consent of the OFC Senior Secured
Noteholders in order to ensure continued compliavitie the covenants of the indenture governingQ@ie
Senior Secured Notes. We expect to launch a cosséaitation in order to amend and/or waive certai
provisions of the indenture to obtain such confemh the OFC Senior Secured Noteholders. Any such
solicitation will be made by means of and subjecppropriate documentation and only to the OFGdgen
Secured Noteholders.

Senior Loans from International Finance Corporati®fC) and Commonwealth Development Corporation
(CDC) — Non-Recourse

Orzunil | de Electricidad, Limitada (Orzunil), a alty owned subsidiary, has senior loan agreemeitts w
IFC and CDC. The first loan from IFC, of which $@rifllion was outstanding as of March 31, 2007, adizxed
annual interest rate of 11.775%, and matures oreitrer 15, 2011. The second loan from IFC, of which
$3.3 million was outstanding as of March 31, 20@45 a fixed annual interest rate of 11.730%, andimason
May 15, 2008. The loan from CDC, of which $8.1 roitl was outstanding as of March 31, 2007, haseadfix
annual interest rate of 10.300%, and matures orugiutp, 2010. There are various restrictive covesnander
the Senior Loans, which include limitations on Qnifs ability to make distributions to its sharetiets.

Due to hurricane activity, access roads and pifrimg the wells to the power plant in the Zunil R
were damaged and as a result, the Project was ogieration from October 14, 2005 to March 10, 2@G6a
result, Orzunil did not meet the historical “dedgtrvice coverage ratio” required at December 8062and
therefore, distributions from the Project wereniegtd. As of March 31, 2007, Orzunil is in compiiz with the
requited “debt service coverage ratio” and withather covenants.

Other Limited and Non-Recourse Debt

The Bank Hapoalim project finance debt, of whic®.$1million was outstanding as of March 31, 2007,
bearing an interest rate of 3-month LIBOR plus 8% per annum on tranche one of the loan and 3-month
LIBOR plus 3.0% per annum on tranche two of theaJ@and the Export-

Import Bank of the United States project financbtdef which $2.5 million was outstanding as of

March 31, 2007, bearing an interest rate of 6.54¥apnum, were entered into by our relevant sudséedi to
finance the Momotombo project and the Leyte profettich was deconsolidated as of April 1, 2004),
respectively.



New financing of our projec
Financing of the Amatitlan Proje:

Currently, we intend to refinance our equity invesit in the construction of the Amatitlan project i
Guatemala during the third quarter of 2007. In @mtion with such refinancing, we signed a mandatter with
a local bank in Guatemala containing proposed téoma 10-year term loan in the total amount otap
$41.0 million.

Financing of Phase Il of Olkaria Il Proje«

We have engaged a financial institution and reckameindicative proposal to arrange long-term feiag
for the Olkaria Il project in Kenya. We expect négtions and preparation of loan documentatiofoliow
shortly.

Full-Recourse Det

Our full-recourse third party debt includes an $8ilion medium term loan from Bank Hapoalim, of
which $2.0 million was outstanding as of March 2007, bearing an interest rate of 12-month LIBOBS{AL.7%
per annum.
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In connection with our acquisition through Ormast@®yns Ltd. (Ormat Systems) of the power generation
business from our parent, we entered into cergiaeanents with various banks, of which only thogh wach
of Bank Hapoalim, Bank Leumi and Mizrahi TefahonRaemain. Under these agreements, in exchange for
such banks’ release of our parent’s guarantee aelkase of their security interest over the assfetsir
subsidiary, Ormat Systems, we and Ormat Systems &greed to certain negative covenants, includingnot
limited to, a prohibition on: (i) creating any flirag charge or any permanent pledge, charge oohen our
assets without obtaining the prior written apprasfahe lender; (ii) guaranteeing the liabilitiefsamy third party
without obtaining the prior written approval of tleder; and (iii) selling, assigning, transferricgnveying or
disposing of all or substantially all of our assétissome cases, we have agreed to maintain céirtaincial
ratios such as a debt service coverage ratio aethiato equity ratio. We do not expect that thesenants or
ratios, which apply to us on a consolidated basgilmaterially limit our ability to execute our fure business
plans or our operations. The failure to perfornoloserve any of the covenants set forth in sucheageets,
subject to various cure periods, would result e dlscurrence of an event of default and would entitd lenders
to accelerate all amounts due under each suchragree

We do not expect that any third party debt thateveyny of our subsidiaries, will incur in the
future will be guaranteed by our parent.

Most of the loan agreements to which we or our islidrdes are a party contain cross-default
provisions with respect to other material indebtes#nowed by us or them to any third party.

On February 15, 2006, our subsidiary, Ormat Nevadtered into a $25.0 million credit agreement with
Union Bank of California (UBOC). Under the credijraement, Ormat Nevada can request extensiongdit cr
in the form of loans and/or the issuance of onmore letters of credit. UBOC is currently the sieleder and
issuing bank under the credit agreement, but & ddésignated as an administrative agent on behbHrnks that
may, from time to time in the future, join the citeaijreement as parties thereto. In connection thith
transaction, we have entered into a guaranteesor faf the administrative agent for the benefitred banks,
pursuant to which we agreed to guarantee Ormatdesabligations under the credit agreement. Ormat
Nevadis obligations under the credit agreement are atiserunsecured by any of its (or any of its sulasids’)
assets.

Loans and draws under the letters of credit (iflamder the credit agreement will bear intereshat
floating rate based on the Eurodollar plus a marfiirere are various restrictive covenants undectédit
agreement, which include maintaining certain leeélsngible net worth, leverage ratio, minimum emge
ratio, and a distribution coverage ratio. In additithere are restrictions on dividend distribusiamthe event of
a payment default or noncompliance with such ratios

As of March 31, 2007, one letter of credit in tmecaint of $0.7 million remained issued and outstagdi
under this credit agreement with UBOC.



Our management believes that we are currently mmptiance with our covenants with respect to ourdthi
party debt, except as described above regardin@E@ Senior Secured Notes.

Letters of Credit and Off-balance Sheet Arrangements

As described above under “Full-Recourse Debt” Fabruary 15, 2006, our subsidiary, Ormat Nevada,
entered into a credit agreement with Union BanKalifornia.

Some of our customers require our project subsadidgo post letters of credit in order to guararesr
respective performance under relevant contractsa¥also required to post letters of credit taiszour
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 subsidiarya
Systems, is required from time to time to post@enfance letters of credit in favor of our customeith respect
to orders of products.

Bank Leumi and Bank Hapoalim have issued such pegnce letters of credit in favor of our customers
from time to time. As of March 31, 2007, Bank Leusnid Bank Hapoalim have agreed to
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make available to us letters of credit totaling 824illion and $18.4 million, respectively. As afch date, Bank
Leumi and Bank Hapoalim have issued letters ofitiedhe amount of $17.0 million and $10.3 million
respectively.

As of the date hereof, we have not had a draw ptedeagainst any letter of credit issued or proide
our behalf.

Puna Project Lease Transactions

On May 19, 2005, our subsidiary in Hawaii, Puna &eonal Ventures (PGV), entered into a transaction
involving the Puna geothermal power plant locatedh® Big Island of Hawaii. The transaction wasdaoded
with financing parties by means of a leveragedddemnsaction. A secondary stage of the leasedcting
relating to two new geothermal wells that PGV ddlin the second half of 2005 (for production arjddtion)
was completed on December 30, 2005. Pursuant ieye& head lease, PGV leased its geothermal polaer
to the abovementioned financing parties in retomdiferred lease payments by such financing [sagi®GV
in the aggregate amount of $83.0 million. The pealsefrom the transactions are being used for fudapital
expenditures and for general corporate purposes.

Tax Partnership Transaction

We have engaged Capstar Partners Capital LLC arfel Bdtibas Securities Corp. to structure and place a
transaction to raise cost-efficient capital for besert Peak 2, Galena 2, Steamboat Hills, andn@deprojects,
by bringing in an institutional equity investor tvian existing tax base to own these projects itnpeship with
us. This will allow us to monetize the productiex tredits and depreciation to which the ownehete
projects is entitled in an efficient manner, redamg our limited ability to use a substantial pont of such tax
benefits on a current basis. We expect to recestwden approximately $100 million to approximately
$120 million from the institutional equity inves(s) that will be selected for the transaction fadlog a bidding
process, and we are currently negotiating the temmasconditions of the bids provided by differamtitutional
equity investors. Under the contemplated transactioucture, OPC LLC (OPC), a newly-establishedtyenwill
be co-owned by us and the winning bidder and witLirn own the referenced projects. We will condino
operate and maintain the projects and will recaiitally all of the distributable cash flow gengézd by the
projects until we get back the capital we have ste@ in the projects, while the institutional eguitvestor will
receive substantially all of the tax credits andwizions, and the distributable cash flow afterhage been
returned our capital. Once the institutional equityestor reaches a negotiated after-tax yield®miestment in
OPC, we will have the option to buy out its remagninterest in OPC at the then-current fair maviedtie or, if
greater, the investors* capital account” balance in OPC. If we do not the option, distributable cash
will be shared between us and the investor on #iséslof the negotiated allocations (currently eigekto be
95:5). Should we exercise this purchase optionweneld thereupon revert to being sole owner of ttaeets.

Liquidity Impact of Uncertain Tax positions



As discussed in Note 10 to our Condensed Consstidainancial Statements set forth in Item 1 of this
quarterly report, we have a liability associatethwinrecognized tax benefits and related intenedtpenalties in
the amount of $3.6 million as of March 31, 2007isTlkability is included in long-term liabilitiesiiour
consolidated balance sheet, because we generatigtdmticipate that settlement of the liabilitylwequire
payment of cash within the next twelve months. \Wermt able to reasonably estimate when we will ereky
cash payments required to settle this liabilityt, dm not believe that the ultimate settlement af @hligations
will materially effect our liquidity.
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Dividend
The following are the dividends declared by us myithe past two years:

Dividend Amount

Date Declared per Share Record Date Payment Date

August 11, 2005 $ 0.03 August 22, 2005 September 1, 2005
November 9, 200 $ 0.03 November 29, 2005 December 6, 2005
March 7, 2006 $ 0.03 March 28, 2006 April 4, 2006
May 9, 2006 $ 0.04 May 23, 2006 May 30, 2006
August 6, 2006 $ 0.04 August 23, 2006 August 30, 2006
November 7, 200 $ 0.04 November 30, 2006 December 13, 2006
February 27, 2007 $ 0.07 March 21, 2007 March 29, 2007
May 8, 2007 $ 0.05 May 22, 2007 May 29, 2007

Historical Cash Flows

The following table sets forth the components af cash flows for the relevant periods indicated:

Three Months Endec

March 31,
2007 2006
(in thousands)
Net cash provided by operating activit $ 8,428 $ 23,855
Net cash provided by (used in) investing activi 19,725 (19,82
Net cash used in financing activiti (26,163 (11,915
Net increase (decrease) in cash and cash equis 1,990 (7,882

For the three months ended March 31, 2!

Net cash provided by operating activities for theeé months ended March 31, 2007 was $8.4 miléen,
compared with $23.9 million for the three monthdeshMarch 31, 2006. Such net decrease of $15.®mill
resulted primarily from the decrease in gross nmaras described above. This decrease resultedénlass of
$5.8 million in the first quarter of 2007 as comgzawith net income of $7.9 million in the first qtex of 2006.

Net cash provided by investing activities for theee months ended March 31, 2007 was $19.7 miléien,
compared with $19.8 million used in investing aitiéas for the three months ended March 31, 200@ Th
principal factors that affected our cash flow pdmd by investing activities during the three morghded
March 31, 2007 were a $44.0 million decrease irketable securities, a $7.2 million decrease irricst cash,
cash equivalents and marketable securities, difseapital expenditures of $31.2 million primarity our
facilities under construction. The principal facgtthat affected our cash flow used in investingyviigts during



the three months ended March 31, 2006 were capif@nditures of $39.7 million primarily for our pew
facilities under construction and $15.4 million dse the acquisition of additional 50.8% of the Hymoject in
Guatemala. Such cash used in investing activities effset by a decrease of $34.5 million in mathieta
securities.

Net cash used in financing activities for the thmenths ended March 31, 2007 was $26.2 million, as
compared with $11.9 million used in financing aitids for the three months ended March 31, 200&. Th
principal factors that affected the cash flow pd®d by financing activities during the three morghded
March 31, 2007 were the repayment of long-term detiie amount of $16.8 million, the repayment ebtto
our parent in the amount of $7.0 million and thgrpant of a dividend to our shareholders in the amhoti
$2.7 million. The principal factors that affectd tcash flow used in financing activities during three months
ended March 31, 2006 were the repayment of shortd@nk credit in the amount of $4.0 million and th
repayment of debt to our parent in the amount dd #Tillion.

Capital Expenditures

Our capital expenditures primarily relate to twinpipal components: the enhancement of our existing
power plants and the development of new power plantaddition, we have budgeted
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approximately $16.0 million for the next two yeéws investment in buildings, machinery and equiptmen
including drilling equipment that we received at #ind of the first quarter of 2007.

We expect that the following enhancements of oistigg power plants and the construction of new @ow
plants will be funded initially from internally gerated cash or other available corporate resoundgsh we
expect to subsequently refinance with limited onnecourse debt at the project level. We curremiynot
contemplate obtaining any new loans from our patentpany.

Phase Il of Olkaria Il Project. In connection with Phase Il of the Olkariaptbject, we completed the
drilling of the wells and have recently commencedstruction of the 35 MW power plant.

OrSumas Project. This recovered energy 5 MW project was oridinatheduled to be completed in the
last quarter of 2007 or the first quarter of 2008rtain environmental issues identified in thisjpcomay delay
or terminate this project.

Puna Project. An enhancement program for the Puna projemtiigently planned and is intended to
increase the output of the project by an estim8tstiVV through the construction of OEC units. We etghat
such enhancement program will be completed in 20@Bare currently negotiating the power purchase
agreement for that addition.

Heber South Project. We commenced construction of the Heber Soudfept, a 10 MW power plant,
which will be located in the Heber known geothermesiource area. The construction activity is exgubtd
include the drilling of production and injection Ngeand the construction of an OEC unit. We expleet
construction to be completed by the end of 200thebeginning of 2008.

Galena 3 Project. We are currently constructing the Galena 3qutjwhich will deliver 17 MW of power
generation under a 20-year power purchase agreemithn®ierra Pacific Power Company. We expect the
construction to be completed by the end of 200thebeginning of 2008.

Brawley Phase | Project. We are currently constructing the Brawley PhHgs®ject, which will deliver
approximately 50 MW of power generation. We exgketconstruction to be completed by the end of 2008

We have budgeted approximately $436 million throtighend of 2008 for the above-described projautis a
have invested approximately $53 million of suchdetdas of March 31, 2007. The budgeted amountdesthe
GDL project in New Zealand which is described iRécent Developments” above.

In addition to the above projects, our operatirgjguts have capital expenditure budgets of appratém
$15.0 million and we also plan to start other cargion and enhancement of additional projectdutting
exploration work, for a total investment amoungpproximately $17.0 million.

We do not anticipate material capital expenditimethe near term for any of our operating projeothger
than those described above and other than newctsdjeyond 2008.



Exposure to Market Risks

One market risk to which power plants are typicabyosed is the volatility of electricity pricesoWever,
our exposure to such market risk is limited cufgebécause our long-term power purchase agreerhents
fixed or escalating rate provisions that limit @xposure to changes in electricity prices. Howeleginning in
May 2012, the energy payments under the power psechgreements for the Heber 1 and 2 projectQrimesa
project and the Mammoth project will be determibgdeference to the relevant power purchaser’stshar
avoided costs. The Puna project is currently b&ngffrom energy prices which are higher than tberfunder
the Puna power purchase agreement, as a reshi bfgh fuel costs that impact Hawaii Electric Ltigh
Company’s avoided costs. In addition, under certdithe power purchase agreements for our projects
Nevada, the price that Sierra Pacific Power Compeayg for energy and capacity is based upon Cald-
Oregon border power market pricing.
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As of March 31, 2007, 97.4% of our consolidatedjiderm debt (including amounts owed to our parent)
was in the form of fixed rate securities and thereiot subject to interest rate volatility. Assoich date,
$12.5 million or 2.6 % of our debt was in the foofra floating rate instrument, exposing us to clesng interest
rates in connection therewith. As such, our expasaichanges in interest rates with respect tdamg-term
obligations is immaterial.

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 exchangtes can arise when any of our foreign subsididgesws
funds or incurs operating or other expenses intgpe of currency but receives revenues in anothesuch
cases, an adverse change in exchange rates cae tlth subsidiary’s ability to meet its debt ssvi
obligations, reduce the amount of cash and incomeageive from such foreign subsidiary or incresssh
subsidiary’s overall expenses. Risks attributablBuctuations in foreign currency exchange rags arise when
the currency-denomination of a particular contigctot the U.S. dollar. All of our power purchaggeements in
the international markets are either U.S. dollareifeinated or linked to the U.S. dollar. Our constian
contacts from time to time contemplate costs whiehincurred in local currencies. The way we oftetigate
such risk is to receive part of the proceeds froendale contract in the currency in which the egpsrare
incurred. In the past, we have not used any maferigign currency exchange contracts or othervaitie
instruments to reduce our exposure to this riskhéfuture, we may use such foreign currency exgba
contracts and other derivative instruments to redw foreign currency exposure to the extent werdsuch
instruments to be the appropriate tool for managingh exposure. We do not believe that our excheatge
exposure has or will have a material adverse effedur financial condition, results of operatiamsash flows.

We currently maintain our surplus cash in shonttanterest-bearing bank deposits and auction-rate
Securities (deposits of entities with a minimumdstment grade rating of AA by Standard & Poor’sitfitpt
Services).

Concentration of Credit Risk

Our credit risk is currently concentrated withraited number of major customers: Sierra Pacific &ow
Company, Southern California Edison and Hawaii fledt.ight Company. If any of these electric utéi fails
to make payments under its power purchase agresmthtus, such failure would have a material askwer
impact on our financial condition.

Southern California Edison accounted for 24.8% 2n&% of our total revenues for the three montiuedn
March 31, 2007 and 2006, respectively. Southerif@ala Edison is also the power purchaser andrege
source for our Mammoth project, which we accountsteparately under the equity method of accounting.

Sierra Pacific Power Company accounted for 10.3@01813% of our total revenues for the three months
ended March 31, 2007 and 2006, respectively.

Hawaii Electric Light Company accounts for 15.7% d8.1% of our total revenues for the three months
ended March 31, 2007 and 2006, respectively.

Government Grants and Tax Benefits



The U.S. government encourages production of étégtfrom geothermal resources through certain tax
subsidies. We are permitted to claim approximat®86 of the cost of each new geothermal power phattite
United States as an investment tax credit agaimstealeral income taxes. Alternatively, we are géad to
claim a “production tax credit”, which in 2006 wdl.9 cents per kWh and which is adjusted anndaily
inflation. The production tax credit may be clainfedten years on the electricity output of new tipeomal
power plants put into service by December 31, 200@. owner of the project must choose between the
production tax credit and the 10% investment taditrdescribed above. In either case, under cutaanules,
any unused tax credit has a 1-year carry back &tdyeear carry forward. Whether we claim the prditurctax
credit or
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the investment credit, we are also permitted taetgpte most of the plant for tax purposes over figars on an
accelerated basis, meaning that more of the cogtmaeducted in the first few years than durirggrdmainder
of the depreciation period. If we claim the investrhcredit, our “tax base” in the plant that wancrecover
through depreciation must be reduced by half otalxecredit. If we claim a production tax creditete is no
reduction in the tax basis for depreciation.

Our subsidiary, Ormat Systems, received from I&daVestment Center “Approved Enterprise” status
under Israel’s Law for Encouragement of Capitaklstments, 1959 (the Investment Law), with respetwd of
its investment programs. One such approval wasvwedén 1996 and the other was received in May 2004
respect of the approval from 1996, Ormat Systemsautiized all the tax benefits it was entitled Az an
Approved Enterprise and according to a ruling fithwa Israeli Tax Authorities, Ormat Systems is exefrgm
Israeli income taxes with respect to income deriverh the approved investment for the years 20@#2005
and thereafter such income is subject to reduceglisncome tax rates of 25% for an additionaéfirears.
These benefits are subject to certain conditiohfosth in the ruling, including among other thingsat all
transactions between Ormat Systems and our aéfiliate at arms length, and that the managemerosutich| of
Ormat Systems will be from Israel during the whodgiod of the tax benefits. A change in control hhes
reported to the Israeli Tax Authorities in ordemaintain the tax benefits. In addition, as an stdal company,
Ormat Systems is entitled to accelerated depreciatn equipment used for its industrial activities.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We incorporate by reference the information appeguinder “Exposure to Market Risks” and
“Concentration of Credit Risk” in Part I, ltem & this quarterly report on Form 10-Q.

ITEM 4. CONTROLS AND PROCEDURES

a. Evaluation of disclosure controls and procedu

Our management, with the participation of our Clgécutive Officer and Chief Financial Officer,
evaluated the effectiveness of our disclosure otsmaind procedures to ensure that the informagquired to be
disclosed in our filings pursuant to Rule 13a-18enthe Securities and Exchange Act of 1934, aqdetk is
recorded, processed, summarized and reported withitime periods specified in the Securities archange
Commission’s rules and forms and to ensure thdt sformation is accumulated and communicated to
management, including our Chief Executive Officed £hief Financial Officer as appropriate to alltmvely
decisions regarding required disclosure. Basedhanevaluation as of March 31, 2007, our Chief Ekige
Officer and Chief Financial Officer have concludbdt our disclosure controls and procedures (asetkin
Rules 13a-15(e) and 15d-15(e) under the SecuBtiehange Act of 1934, as amended) were effective.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or dete
misstatements. Also, projections of any evaluatibeffectiveness to future periods are subjechéorisk that
controls may become inadequate because of chamgesditions, or that the degree of compliance With
policies or procedures may deteriorate.

b. Changes in internal controls over financial repagi



There were no changes in our internal controls &mancial reporting in the first quarter of 200t have
materially affected or are reasonably likely to enilly affect our internal controls over financiaporting.
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PART Il — OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

There were no material developments in any legatgedings to which the Company is a party durieg th
quarterly period ended March 31, 2007 from thosipusly reported in Part I, Item 3 of our annwegdart on
Form 10-K for the year ended December 31, 200&rdtran as described below.

As a result of our acquisition of the Steamboand BA plants, our subsidiary. Steamboat Geothetmn@l,
became a party to litigation pending in the Secdudicial District Court in Washoe County, Nevad#wi
Geothermal Development Associates (GDA) and Def@durities, Inc. In April 2002, these plaintiffstiated a
lawsuit against the former owner and operator efS3teamboat 1/1A project claiming amounts owed unde
certain operating agreements. On December 31, 2009anuary 9, 2006, Steamboat Geothermal LLCeghter
into a sales, settlement and release agreememgraassignment agreement, respectively, with Woedsid
Properties LLC, the assignee of 37% of Geothernealedlbpment Associates’ right to net operating rexsn
whereby Steamboat Geothermal LLC was assigned 31be& met operating revenues of Steamboat 1 ingbart
settlement of the above mentioned dispute with GIDA Delphi Securities, Inc. On April 11, 2007, éoling a
successful mediation, the parties reached a fetesnent of the remaining claims. As a resulthef settlement,
we recorded an additional provision of $0.8 millamof March 31, 2007, and paid the total settléraprount to
GDA in April 2007. The settlement agreement prosifte a mutual release of any and all claims, dete@amd
causes of action by and between the parties gnualates that the settlement should not be constaeh
admission of liability or fault by any party.

In connection with the Company’s power purchaseagents for the Ormesa project, Southern California
Edison (SCE) expressed its intent not to pay timraot rate for power supplied by the GEM 2 and GEM
plants to the Ormesa project. SCE contended th#gb@ea ISO real-time prices should apply, while
management believed that SP-15 prices quoted by EX&hould apply. The parties signed an Interim
Agreement in 2005 whereby SCE agreed to procure GQEMd GEM 3 power at the then-current energy rate
under the July 18, 1984 Ormesa power purchase ragraeof 5.37 cents per kwh until May 1, 2007. On
April 23, 2007, Ormesa LLC, a wholly owned subsigjdinalized an agreement with SCE with terms trat
similar to the arrangement agreed to in the Intékgrneement, whereby 6.5 MW of power from GEM 2 and
GEM 3 will be sold to SCE at the current energe m@tthe July 18, 1984 Ormesa power purchase agmem
For the period commencing May 1, 2007, the eneagy is 6.15 cents per kWh. The parties simultarigous
entered into other agreements and agreed to red@abeother from any and all claims relating to@eesa
projects. Pursuant to these agreements, Ormesghld_SCE an immaterial amount to consolidate the
June 13, 1984 and July 18, 1984 power purchasemgms. Combining these agreements will reduce
scheduling fees over the term of the agreemenpemdde other operational benefits.

From time to time, we (and our subsidiaries) apay to various other lawsuits, claims and otkeegal and
regulatory proceedings that arise in the ordinayrse of our (and their) business. These actiguisdily seek,
among other things, compensation for alleged pedsojury, breach of contract, property damage,iipm
damages, civil penalties or other losses, or irjua®r declaratory relief. With respect to suchdaits, claims
and proceedings, we accrue reserves in accordatitaezounting principles generally accepted inth®8. We
do not believe that any of these proceedings, iddally or in the aggregate, would materially andersely
affect our business, financial condition, futureuks and cash flows.

ITEM 1A. RISK FACTORS

A comprehensive discussion of our risk factorsi@uded in the “Risk Factors” section of our amhu
report on Form 10-K for the year ended DecembefB6 filed with the SEC on March 12, 2007.
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ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

There were no unregistered sales of equity seesriti the Company during the first fiscal quarte2@07.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

Our management believes that we are currently mmptiance with our covenants with respect to ourdthi
party debt, except as described in “Liquidity adapital Resources — Third Party Debt — Ormat Fugdin
Senior Secured Notes — Non Recourse” above regaittie OFC Senior Secured Notes.

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

On May 8, 2007, we held our Annual Meeting of Staulklers. The two directors whose terms expired at
the meeting, Lucien Bronicki and Dan Falk, werelected by vote of the stockholders at such meeking
addition, the stockholders voted to ratify the @ppuoent of PricewaterhouseCoopers LLP as our indeget
auditor for fiscal year 2007 and to approve an aiment to the Company’s 2004 Incentive Compensdlian
to increase the number of shares of Common Staitlodmed for issuance pursuant to the plan by 2 (5D

The results of the votes were as follows:

Votes Against Broker

Proposal Votes For Withheld Abstentions Non-Vote
Election of Director Lucien Bronicki 30,594,283 BR426 None None
Election of Director Dan Falk 30,333,417 3,461,292 None None
Ratification of appointment of PricewaterhouseCaspe

LLP 33,731,772 58,704 4,232 None
Approval of an amendment to the Company’s 2004

Incentive Compensation Plan to increase the number

of shares of Common Stock authorized for issuance

pursuant to the plan by 2,500,000 31,207,904 492,65 14,015 2,120,139
ITEM5. OTHER INFORMATION

None.
ITEM 6. EXHIBITS
Exhibit

No. Document

3.1 Second Amended and Restated Certificate of Incatmor, incorporated by reference to Exhibit 3.1

to Ormat Technologies, Inc. Registration Statenoarftorm S-1 (File No. 333-117527) to the
Securities and Exchange Commission on July 20, 2004

3.2 Second Amended and Restated By-laws, incorporatedference to Exhibit 3.2 to Ormat
Technologies, Inc. Registration Statement Amendrivent2 on Form S-1 (File No. 333-117527) to
the Securities and Exchange Commission on Octadhe2@4.

4.3 Form of Rights Agreement by and between Ormat Telclgies, Inc. and American Stock Transfer
& Trust Company, incorporated by reference to Exlit8 to Ormat Technologies, Inc. Registration
Statement Amendment No. 2 on Form S-1 (File No-BBB527) to the Securities and Exchange
Commission on October 22, 2004.
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Exhibit No.

Document

4.4

4.5

10.20 1

10.20 .2

31.1

31.2

32.1

32.2

99.1

99.2

99.3

Indenture for Senior Debt Securities, dated asmptidry 16, 2006, between Ormat
Technologies, Inc. and Union Bank of Californiaganporated by reference to Exhibit 4.2 to
Ormat Technologies, Inc. Registration Statement Aangent No. 1 on Form S-3 (File No.
333-131064) to the Securities and Exchange Comomigsi January 26, 2006.

Indenture for Subordinated Debt Securities, datedfdanuary 16, 2006, between Ormat
Technologies, Inc. and Union Bank of Californiaganporated by reference to Exhibit 4.3 to
Ormat Technologies, Inc. Registration Statement Aangent No. 1 on Form S-3 (File No.
333-131064) to the Securities and Exchange Comomissi January 26, 2006.

Amended and Restated Power Purchase Agreementiari®lll Geothermal Plant, dated
January 19, 2007, between OrPower 4 Inc. and Tigd&Bower and Lighting Company
Limited, incorporated by reference to Ormat Tecbgds, Inc. Annual Report on Form 10-K
to the Securities and Exchange Commission on Ma2¢i2007.

Olkaria Ill Project Security Agreement, dated Jagu®, 2007, between OrPower 4 Inc. and
The Kenya Power and Lighting Company Limited, ineoated by reference to Ormat
Technologies, Inc. Annual Report on Form 10-K t® 8ecurities and Exchange Commission
on March 12, 2007.

Certification of the Chief Executive Officer pursudo 18 U.S.C. Section 1350, as adopted
pursuant to Section 302 of the Sarbanes-Oxley A2002, filed herewith.

Certification of the Chief Financial Officer pursuao 18 U.S.C. Section 1350, as adopted
pursuant to Section 302 of the Sarbanes-Oxley A2002, filed herewith.

Certification of the Chief Executive Officer pursudo 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley A2002, filed herewith.

Certification of the Chief Financial Officer pursuao 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley A2002, filed herewith.

Material terms with respect to BLM geothermal rases leases incorporated by reference to
Exhibit 99.1 to Ormat Technologies, Inc. RegistatStatement Amendment No. 2 on Form S-
1 (File No. 333-117527) to the Securities and ErglgaCommission on October 20, 2004.
Material terms with respect to BLM site leases ipowated by reference to Exhibit 99.2 to
Ormat Technologies, Inc. Registration Statemerfam S-1 (File No. 333-117527) to the
Securities and Exchange Commission on July 20, 2004

Material terms with respect to agreements addrgssinewable energy pricing and payment
issues incorporated by reference to Exhibit 99.8nmat Technologies, Inc. Registration
Statement on Form S-1 (File No. 333-117527) taSkeurities and Exchange Commission on
July 20, 2004.
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SIGNATURES

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly causiad th
report to be signed on its behalf by the undergighereunto duly authorized.

ORMAT TECHNOLOGIES, INC.

Date: May 9, 2007 By: /s/ JOSEPH TENNE

Name: Joseph Ten
Title:  Chief Financial Officer
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Exhibit No.

EXHIBIT INDEX

Document

3.1

3.2

4.3

4.4

4.5

10.20 .1

10.20 .2

31.1

31.2

32.1

32.2

99.1

99.2

Second Amended and Restated Certificate of Incatmor, incorporated by reference to Exhibit
3.1 to Ormat Technologies, Inc. Registration Statethon Form S-1 (File No. 333-117527) to the
Securities and Exchange Commission on July 20, 2004

Second Amended and Restated By-laws, incorporatedfbrence to Exhibit 3.2 to Ormat
Technologies, Inc. Registration Statement Amendritent2 on Form S-1 (File No. 333-117527)
to the Securities and Exchange Commission on Ocihe?004.

Form of Rights Agreement by and between Ormat Telclgies, Inc. and American Stock
Transfer & Trust Company, incorporated by referetacExhibit 4.3 to Ormat Technologies, Inc.
Registration Statement Amendment No. 2 on Form(Eité No. 333-117527) to the Securities
and Exchange Commission on October 22, 2004.

Indenture for Senior Debt Securities, dated asotidry 16, 2006, between Ormat Technologies,
Inc. and Union Bank of California, incorporatedreyerence to Exhibit 4.2 to Ormat
Technologies, Inc. Registration Statement Amendriventl on Form S-3 (File No. 333-131064)
to the Securities and Exchange Commission on Jara6ar2006.

Indenture for Subordinated Debt Securities, datedfdanuary 16, 2006, between Ormat
Technologies, Inc. and Union Bank of Californiagamporated by reference to Exhibit 4.3 to
Ormat Technologies, Inc. Registration Statement #angent No. 1 on Form S-3 (File No. 333-
131064) to the Securities and Exchange Commissiaiaauary 26, 2006.

Amended and Restated Power Purchase Agreementiari®lll Geothermal Plant, dated
January 19, 2007, between OrPower 4 Inc. and Timy&Eower and Lighting Company Limited,
incorporated by reference to Ormat Technologies, Amnual Report on Form 10-K to the
Securities and Exchange Commission on March 127.200

Olkaria 11l Project Security Agreement, dated Jagu®, 2007, between OrPower 4 Inc. and The
Kenya Power and Lighting Company Limited, incorgedaby reference to Ormat Technologies,
Inc. Annual Report on Form 10-K to the Securitied &xchange Commission on

March 12, 2007.

Certification of the Chief Executive Officer pursudo 18 U.S.C. Section 1350, as adopted
pursuant to Section 302 of the Sarbanes-Oxley A2002, filed herewith.

Certification of the Chief Financial Officer pursudo 18 U.S.C. Section 1350, as adopted
pursuant to Section 302 of the Sarbanes-Oxley A2002, filed herewith.

Certification of the Chief Executive Officer pursudo 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley A2002, filed herewith.

Certification of the Chief Financial Officer pursudo 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley A2002, filed herewith.

Material terms with respect to BLM geothermal rases leases incorporated by reference to
Exhibit 99.1 to Ormat Technologies, Inc. RegistatStatement Amendment No. 2 on Form S-1
(File No. 333-117527) to the Securities and Excleaigmmission on October 20, 2004.
Material terms with respect to BLM site leases mpovated by reference to Exhibit 99.2 to Ormat
Technologies, Inc. Registration Statement on Forin(Bile No. 333-117527) to the Securities
and Exchange Commission on July 20, 2004.
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Exhibit
No. Document

99.3 Material terms with respect to agreements addrggsinewable energy pricing and payment issues
incorporated by reference to Exhibit 99.3 to Orif@thnologies, Inc. Registration Statement on
Form S-1 (File No. 333-117527) to the Securitied Brchange Commission on July 20, 2004.
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Exhibit 31.1

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

[, Yehudit Bronicki, certify that as of the dateréef:

1. | have reviewed this quarterly report on Forn-Q of Ormat Technologies, Inc

2. Based on my knowledge, this quarterly report dagscaontain any untrue statement of a materialdact
omit to state a material fact necessary to makstdtements made, in light of the circumstancegund
which such statements were made, not misleadirfynegpect to the period covered by this quarterly
report;

3. Based on my knowledge, the financial statements$ adimer financial information included in this gteaty
report, fairly present in all material respectsfihancial condition, results of operations andhcisws of
the registrant as of, and for, the periods preskint¢éhis quarterly repor

4. The registrant’s other certifying officer and | aesponsible for establishing and maintaining disgte
controls and procedures (as defined in ExchangdrAitts 13a-15(e) and 15d-15(e)) and internal contro
over financial reporting (as defined in Exchange Rales 13a-15(f) and 15d-15(f)) for the registrand
have:

() Designed such disclosure controls and proceduresused such disclosure controls and procedures
to be designed under our supervision, to ensutarhgerial information relating to the registrant,
including its consolidated subsidiaries, is madevikmto us by others within those entities, partciyl
during the period in which this quarterly reporb&ing preparec

(b) Designed such internal control over financial réipgr;, or caused such internal control over finahcia
reporting to be designed under his/her supervismprovide reasonable assurance regarding the
reliability of financial reporting and the prepacet of financial statements for external purposes i
accordance with generally accepted accounting iples;

(c) Evaluated the effectiveness of the registrant’sldfire controls and procedures and presentedsin th
quarterly report our conclusions about the effextass of the disclosure controls and procedured, as
the end of the period covered by this quarterlyrepased on such evaluation; ¢

(d) Disclosed in this quarterly report any change mrggistrant’s internal control over financial rejptg
that occurred during the registrant’s most recesigef quarter that has materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiarterhal
control over financial reporting, to the registrarguditors and the audit committee of the regigtsa
Board of Directors (or persons performing the eglért function)

(&) All significant deficiencies and material weaknessethe design or operation of internal contratov
financial reporting which are reasonably likelyadversely affect the registrant’s ability to record
process, summarize and report financial informatéond

(b) Any fraud, whether or not material, that involveamagement or other employees who have a
significant role in the registre’s internal control over financial reportir



Date: May 9, 2007

By: /s/ YEHUDIT BRONICKI
Yehudit Bronick
Chief Executive Officer and Preside




Exhibit 31.2

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

[, Joseph Tenne, certify that as of the date hereof

1. | have reviewed this quarterly report on Forn-Q of Ormat Technologies, Inc

2. Based on my knowledge, this quarterly report dagscaontain any untrue statement of a materialdact
omit to state a material fact necessary to makstdtements made, in light of the circumstancegund
which such statements were made, not misleadirfynegpect to the period covered by this quarterly
report;

3. Based on my knowledge, the financial statements$ adimer financial information included in this gteaty
report, fairly present in all material respectsfihancial condition, results of operations andhcisws of
the registrant as of, and for, the periods preskint¢éhis quarterly repor

4. The registrant’s other certifying officer and | aesponsible for establishing and maintaining disgte
controls and procedures (as defined in ExchangdrAitts 13a-15(e) and 15d-15(e)) and internal contro
over financial reporting (as defined in Exchange Rales 13a-15(f) and 15d-15(f)) for the registrand
have:

() Designed such disclosure controls and proceduresused such disclosure controls and procedures
to be designed under our supervision, to ensutarhgerial information relating to the registrant,
including its consolidated subsidiaries, is madevikmto us by others within those entities, partciyl
during the period in which this quarterly reporb&ing preparec

(b) Designed such internal control over financial réipgr;, or caused such internal control over finahcia
reporting to be designed under his/her supervismprovide reasonable assurance regarding the
reliability of financial reporting and the prepacet of financial statements for external purposes i
accordance with generally accepted accounting iples;

(c) Evaluated the effectiveness of the registrant’sldfire controls and procedures and presentedsin th
quarterly report our conclusions about the effextass of the disclosure controls and procedured, as
the end of the period covered by this quarterlyrepased on such evaluation; ¢

(d) Disclosed in this quarterly report any change mrggistrant’s internal control over financial rejptg
that occurred during the registrant’s most recesigef quarter that has materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiarterhal
control over financial reporting, to the registrarguditors and the audit committee of the regigtsa
Board of Directors (or persons performing the eglért function)

(&) All significant deficiencies and material weaknessethe design or operation of internal contratov
financial reporting which are reasonably likelyadversely affect the registrant’s ability to record
process, summarize and report financial informatéond

(b) Any fraud, whether or not material, that involveamagement or other employees who have a
significant role in the registre’s internal control over financial reportir



Date: May 9, 2007

By: /s/ JOSEPH TENNE

Joseph Tenr
Chief Financial Office




Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO
18 U.S.C. SECTION 135(
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 BO&o
Sarbanes-Oxley Act of 2002, that the quarterly repbOrmat Technologies, Inc. on Form 10-Q for theee
months ended March 31, 2007 fully complies with ibguirements of Section 13(a) or 15(d) of the &den
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 FIBrQ. This written statement is being furnisheth®
Securities and Exchange Commission as an exhibirapanying such quarterly report and shall notédsnted
filed pursuant to the Securities Exchange Act 419

Date: May 9, 2007
By: /s/ YEHUDIT BRONICKI

Name: Yehudit Bronicl
Title: Chief Executive Officer and Preside




Exhibit 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO
18 U.S.C. SECTION 135(
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

I, Joseph Tenne, certify, pursuant to 18 U.S.Cti&ed 350, as adopted pursuant to Section 906e0Sdrbanes-
Oxley Act of 2002, that the quarterly report of GitTechnologies, Inc. on Form 10-Q for the threaths
ended March 31, 2007 fully complies with the regoients of Section 13(a) or 15(d) of the Securkeshange
Act of 1934 and that information contained in sgciarterly report on Form 10-Q fairly presents imaéterial
respects the financial condition and results ofrafens of Ormat Technologies, Inc. as of and lerperiods
presented in such quarterly report on Form 10-@s Whitten statement is being furnished to the &&es and
Exchange Commission as an exhibit accompanying guatterly report and shall not be deemed filedspant
to the Securities Exchange Act of 1934.

Date: May 9, 2007

By: /s/ JOSEPH TENNE
Name: Joseph Ten
Title:  Chief Financial Office




