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COMPANY BACKGROUND 

WorldWater Corporation (OTCBB: WWAT) is an international solar engineer-

ing and water management company. It designs, develops and markets tech-

nology relating to solar energy and water engineering.  It is the world's sole 

provider of cutting edge, patented, high-volume solar powered water pump-

ing technology with diverse commercial applications, capable of driving com-

mercial motors of up to 650 horsepower.  

 

The Company's focus in the United States has been on California and New 

Jersey, because of the energy shortages, the high-energy costs and the rebates 

available to customers from the local utilities, along with available tax credits 

from federal and state governments. In addition, the Company has recently 

decided to focus on emerging growth markets such as China.  

 

The Company has secured an impressive amount of sales so far this year, sur-

passing our earlier projections as mentioned in our previous report on this 

Company published on May 25, 2005 which is available for free on our web-

site www.BeaconEquityResearch.com. 
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The Company has made some encouraging in the past few months. These announcements, coupled with strong 

macro environment for alternative energy companies has helped the stock price of the Company cross our price 

target of $0.62 in last few days – up more than 150% since our last report on the firm in May. 

 

Significant Financing Achieved 
 

WorldWater recently announced a $4 million funding deal with a leading hedge fund. This financing is a major 

step towards stabilizing the finances of the Company, as it had accumulated a working capital deficit of over $5 

million at the end of June 2005. The $4 million funding consisted of $1 million in cash for newly-issued shares 

(4,259,260), $1 million paid upon closing of the deal, $1 million held in escrow until the stock trades above $.40 

with daily average volume of 500,000 for 10 consecutive days (which should be soon), and the last $1 million held 

in escrow until the firm achieves $5 million in new sales.  The notes accrue interest at 10% annually and are con-

vertible into shares at $.18. In addition to the private placement, the recapitalization includes $450,000 in exercised 

warrants, and reduction of long-term debt by $900,000 through stock conversions.   

 

This financing has achieved two things for the Company.  First, when completed it will substantially narrow or 

even eliminate the negative net-worth of the Company.  Second, it shows that professional money managers are 

willing to back this Company, given strong macro fundamentals of alternative energy companies, and also the 

strong order book at WorldWater. 

 

Entry in China 
 

WorldWater has recently announced an agreement with Xinhua Financial Network Limited, China's premier finan-

cial services and media company, to represent the Company in the Chinese water and energy markets.  Xinhua will 

introduce WorldWater to federal and provincial governmental and private sector buyers for the sale of the Com-

pany's water pumping systems and other solar products. 

 

With a population of more than 1.3 billion people, and economic growth rate of 8% and above; the Chinese market 

is an energy black-hole and is using the world’s energy resources to fuel its fast economic rise. The rising cost of 

conventional fossil fuel-based energy sources, such as crude oil, can be largely traced to increasing Chinese de-

mand.  In fact, high energy prices should cause all industrialized countries, including China, to look for alternative 

sources of energy such as solar. 

 

China’s high population and high solar intensity make it an obvious candidate for solar energy.  In 2003, of the en-

tire global installation of solar energy, China accounted for 74%, while Europe accounted for 11%, and others in-

cluding the USA accounted for only 15%. This shows total dominance of China in the demand for solar energy.  

(Source: Sarasin, Solarenergie, Nov. 2004) 

Recent Announcements 
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What is most noteworthy about Chinese solar demand is that there are virtually no government incentives for 

solar energy, meaning that the demand is real, and is not a function of any government subsidy, which may 

vanish in the next budget review. 

 

In addition, we feel that the story of Chinese solar demand is just beginning to unfold.  Our belief stems from 

the fact that the “Per Capita Solar Collector Area” in China is 0.007 m2, against the world leader Israel with 0.052 

m2 area. We feel that the per capita consumption of solar energy in China will continue to rise unabatedly, 

barring some unforeseen circumstances. Hence, we view the decision of WorldWater to enter China positively. 

 

WorldWater is well positioned with its technology, products and geographic reach in a world that is beginning 

to realize the volatility of conventional energy prices. Crude oil is currently hovering around $65 per barrel, 

and there is a concern of further upward movement. 

 

The Company has shown spectacular top-line growth for the past four years. However, the Company has also 

faced increasing SG&A expenses. Such a phenomenon is expected due to the nature of the business which 

requires a heavy investment on creating consumer awareness for the innovative technology and its 

applications which the company is promoting.  

 

We believe that the investment by WorldWater in the past four to five years is bearing fruit as evidenced by an 

ever increasing order book. Furthermore, the Company has secured a recapitalization of its operation, which 

will help the Company growth. In addition, we view the entry into Chinese market favorably. 

 

The last few months have seen many major natural calamities, such as the Asian Tsunami and the Hurricane 

Katrina. These natural calamities offer a chance for the decision makers to have a hard-look at the choices for 

various services, such as communication, electricity, transportation. Under normal circumstances, the natural 

tendency of decision makers would be to make only incremental changes with a view to preserve the value of 

past investments. However, for a calamity ravaged area, there are hardly any past investments to preserve. 

Hence, decision makers are more open to innovative alternative solutions, such as solar energy. We believe that 

these unfortunate natural calamities offer a silver lining for companies such as WorldWater, who can provide a 

viable alternative to conventional energy delivery. 

 

  

Outlook 
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In February 2005 we started WorldWater with a price target of just less than $0.50, when the stock was trading at 

$0.25. In May 2005, we increased the price target to $0.62, as the company moved past our own revenue projec-

tions for the year.  Currently, the stock trades at $0.67.  

 

At this junction, we are not changing our financial projections or price target for the stock. We continue to re-

main upbeat on the stock for the long-term. However, in the short-term we feel that any immediate gains from 

the current price level will be limited.  We reiterate our price target of $0.62 at this time.  Any real traction, such 

as announcement of larger orders, especially in the Chinese market, could be one of the triggers for further in-

crease our price target. 

 

Risk Factors 

 

The investors continue to face the same risks that were mentioned in detail in the initial report published on Feb-

ruary 23, 2005, except that the financing announcement reduces the level of negative net-worth, and negative 

working capital substantially. The investors would do well to refer to all the risk factors mentioned therein.  

Valuation 
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Disclaimer 

Beacon Equity Research (otherwise known as BER) is an independent research firm specializ-

ing in small and micro capitalization companies.  BER has no investment banking or consul-

tation conflicts thereby minimizing the inherent conflicts of interest between the research 

analysts and the companies they cover.  BER is not a registered investment advisor or broker 

dealer.  No information in this report should be construed as an endorsement to either buy or 

sell any securities mentioned in this report.  The analyst(s) who prepared this report rely on 

publicly available information which neither the analyst, nor BER, can guarantee to be error-

free or factually accurate.  All conclusions in this report are deemed reasonable and appro-

priate by the author. Beacon Equity Research has been compensated nine thousand dollars 

by Pasadena Capital Partners for a six-month enrollment in its research program.  All deci-

sions are made solely by the analyst and independent of outside parties or influence.  The 

Private Securities Litigation Reform Act of 1995 provides investors a “safe harbor” in regard 

to forward-looking statements.  To fully comply with the requirements of this law, BER cau-

tions all investors that such forward-looking statements in this report are not guarantees of 

future performance. Unknown risk, uncertainties, as well as other uncontrollable or un-

known factors may cause actual results to materially differ from the results, performance or 

expectations expressed or implied by such forward-looking statements.  Investors should 

exercise good judgment and perform adequate due-diligence prior to making any invest-

ment.  In accordance with the “Standards for Independent Research Providers” issued by the 

FIRST Research Consortium, BER makes the following assertions: ratings and price targets in 

this report should not be construed as recommendations or stock price predictors.  Conflicts 

are inimical to credible professional research; however, the analysts responsible for this re-

port publicly state that they do not own a stake in any of the companies covered in this re-

port.  Neither they nor principals of this research provider are permitted to trade any form of 

equities of companies being covered prior to research being initiated. 

 

Readers of this report are urged to use due diligence in any purchase of security list herein.  

Readers should consult the Company’s SEC filings as well as our initial report on the firm to 

better understand the inherent risks associated with this security. 

 

All material contained in this report is the sole property of Beacon Research Partners, LLC.  
No information contained herein may be copied or reproduced in any manner without the 


