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Financial Summary 

SYMBOL 

EXCHANGE 

WWAT 

OTCBB 

CURRENT PRICE $.26 

SHARES 
OUTSTANDING 84.1 MILLION 

MARKET CAP $21.86 MILLION 

52-WEEK RANGE $.19—$.42 
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February 25, 
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COMPANY BACKGROUND 

WorldWater & Power Corporation (OTCBB: WWAT) is an interna-

tional solar engineering and water management company.  It de-

signs, develops and markets technology relating to solar energy and 

water engineering.  It is the world's sole provider of cutting-edge, 

patented, high-volume solar-powered water pumping technology 

with diverse commercial applications.  WorldWater’s patented tech-

nology enables motors up to 600 horsepower to be driven using so-

lar energy – more than one hundred times that of its nearest com-

petitor. 

 

The Company's focus in the United States is primarily on California 

and New Jersey.  This is due to several factors including: energy 

shortages, high-energy costs and rebates available to customers 

from the local utilities, along with the tax credits from federal and 

state governments.  Internationally, the Company has ties in many 

underdeveloped areas of the world where demand for reliable en-

ergy and clean water are unmet or unavailable. 
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WorldWater has signed a few significant contracts which should result in dramatic topline 

growth in FY05. 

 

1.  Installation of a solar electric system for an architectural model estate: WorldWater 

recently entered into a deal worth $280,000 to install a solar electric system for an 

architectural model estate in Southern California.  

 

This deal marks its entry into the prestigious high-end residential design market. We 

believe that this deal may signal an opening of a new and attractive market for the 

Company, in addition to its conventional focus on water utilities and ranches. 

WorldWater has been experiencing exponential growth in terms of revenue for the past four 

years. For example, in FY04, it realized a topline growth of 355% over FY03 to earn revenues of 

approximately $5.87 million. 

The following is a snapshot of the Company’s performance over the past four years: 

 

 

 

 

 

 

 

 

 

 

The net losses experienced by the Company can be attributed to high research and development 

costs and high selling and administrative expenses incurred during the development stage.  As 

noted by the recent revenue increases, the investment in R&D in the past is beginning to pro-

duce results for the Company. 

A Promising Growth Story 

$ Million 2001 2002 2003 2004 

Revenue             0.24 0.64 1.28 5.84 

Revenue Growth (%)   167% 100% 356% 

Gross Profit 0.06 0.11 0.32 (0.15) 

Operating Profits (1.55) (2.01) (3.30) (6.09) 

Net Profit After Tax (1.62) (1.97) (3.89) (8.03) 

Cash Flow from Operations (0.88) (1.47) (1.99) (4.97) 

Strong Demand for Solar Installations 
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2.  Supply of solar electric power to Avocado Ranch: WorldWater recently entered into a 

deal worth $7.8 Million to supply solar electric power to Farm ACW of Fallbrook, Cali-

fornia. This project is expected to be the largest farm operation to be powered by solar 

systems anywhere in the world, replacing a Megawatt diesel generator now being used 

for power generation. 

 

3.   WorldWater in a five-year agreement with ACWA: The Association of California Wa-

ter Agencies (ACWA) is a statewide non-profit organization whose 447 public agency 

members are collectively responsible for 90 percent of the water delivered in California 

for residential, agricultural, and industrial use.  

 

WorldWater has entered into a five-year agreement with ACWA along with another 

solar electric player to help California water agencies control and reduce their energy 

costs by powering them with solar energy. The solar energy provided by these two 

companies together is sufficient to power a treatment plant or large motors used for 

pumping water. In addition, the solar power cushions the budgets of the agencies from 

higher energy rates.  

 

WorldWater plans to make use of its proprietary technology which includes equipment 

that enables a solar system to interact seamlessly with the grid and to accommodate for 

grid power interruptions to continue motor/pump operations.   

 

We believe that this five-year agreement can become a springboard for the Company to 

secure more orders from California-based water agencies in the next few years. We 

have incorporated high revenue growth in our forecasts, partially based on this agree-

ment. 

 

4.  WorldWater & Power / Conti Corp. joint venture wins Atlantic County utility bid: 

WorldWater recently secured a $3.25  Million deal in a joint venture with Conti Corp. 

for a contract with the Atlantic County (NJ) Utilities Authority (ACUA) to install a so-

lar energy system at the wastewater treatment plant near Atlantic City. WorldWater is 

expected to supply all solar-related equipment, engineering and design services while 

Conti will provide construction services and construction project management. 
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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 $50 per barrel, and some Wall Street analysts have forecasted the 

price to reach a level nearing $100. According to a recent Goldman Sachs note, “We believe 

oil markets may have entered the early stages of what we have referred to as a 'super spike' 

period - a multi-year trading band of oil prices high enough to meaningfully reduce energy 

consumption and recreate a spare capacity cushion only after which will lower energy prices 

return.”  If these conclusions drawn by Goldman are correct, the future of solar energy com-

panies, such as WorldWater, is brighter than ever.  This is because consumers of fossil fuels 

will most likely scramble to replace their energy resources with renewable energy. 

 

The Company has shown spectacular growth in topline revenue growth for the past four 

years. However, the Company has faced increasing administrative expenses.  Such a phe-

nomenon is expected, since the business requires a heavy investment in creating consumer 

awareness for the innovative technology and its applications which the Company is promot-

ing.  

 

We believe that investments over the past four to five years by WorldWater are beginning to 

produce results as evidenced by an ever-increasing order flow. The Company has managed 

to win orders of approximately $13 million in the first five months of FY05 as compared to 

full year revenues of only $5.8 million in FY04, which has already surpassed our full-year 

revenue target of $9 million.  

 

5.  WorldWater wins a $1.8 million contract to supply solar electric power to California 

tree farm: WorldWater has entered into a contract for $1.8 million to supply solar-

generated electricity to a tree farm in California. The Company will use its proprietary 

solar AquaMax™ to drive a 200 hp water pump that will save an estimated 70% in 

electricity costs. 

 

We believe that the savings of this magnitude are a key competitive advantage of the 

Company, over the conventional fossil fuels or fossil fuel-based electricity.  

Company Outlook 
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The Company has established a first-mover advantage in the markets of California and New 

Jersey, which currently enjoy utility rebates and federal tax credits.  It now has four projects ei-

ther in operation or preparing for operation in California and New Jersey.  It is worth noting 

that California and New Jersey have approximately 450 water utility boards each which could 

provide the base for tremendous future growth.  Because of the untapped market potential, it is 

likely that the Company has just started exploring the markets, and exponential growth in 

revenues can be expected to continue for many years to come.   

 

Based on the strong order flow generated by the company in FY05, we have revised upward 

the revenue projections for forecast period.  The following table shows our new revised esti-

mates and our old forecasts of revenues. 

 

 
 

The following table shows our forecasts of revenues and profits for the next five years: 

 

 
 

The Company should record an increase of over 150% in its topline revenue to cross $15 Million 

in revenues due to a robust growth in sales.  This trend should continue, and the firm should 

record modest profits in FY06 on the back of strong sales growth (estimated at approximately 

80%). The margins are expected to improve due to an increase in volume for the next five years. 

The gross margins are expected to stabilize between 20%-25% for a foreseeable future of five 

years whereas the operating margin is expected to be around 15%, along with net profit margin 

of 10%-12%. 

(In $ Million) 2005 2006 2007 2008 2009 2010 

New Estimates 15 27 48 74 107 150 

Old Estimates 9 18 36 63 95 142 

($ Million) 2004 2005 (E) 2006(E) 2007(E) 2008(E) 2009(E) 2010(E) 

Revenue 5.84 15.2 27.3 47.8 74.1 107.4 150.4 

Growth Rate in Revenue (%) 355 160.00 80.00 75.00 55.00 45.00 40.00 

Gross Profit (0.15) 2.2 6.2 10.9 16.9 24.4 34.2 

Operating Profits (6.09) (2.9) 0.7 4.9 10.4 17.4 26.5 

Net Profit After Tax (8.03) (3.4) 0.3 4.6 10.2 17.4 13.3 

Cash Flow from Operations (4.97) (6.2) 0.1 2.8 9.0 16.5 13.0 

Valuation 
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Considering the Company’s spectacular performance in the FY05 and the bright future that 

the non-conventional energy industry has, we upgrade our earlier target price of $0.50 to 

$0.62 per share.  We believe that a 24% upward revision in the target price is justified because 

the Company has been more successful at winning new orders and executing its business plan 

since our initial report on the Company in February.  Our forecasts predict that the Company 

should be able to start reporting profits as early as FY06.  

 

The margins are set to improve due to increasing volumes with gross margins of approxi-

mately 15% in FY05 which may gradually increase to above 25% by FY09.  The net margins 

may also improve by FY07, as high-cost debt may be retired, leading to stronger free cash 

flows in the future.  Such a healthy internal accrual may also prevent equity dilution to a rea-

sonable extent.  

 

There remains a huge potential upside to our forecasts in the overseas markets, where World-

Water has deep contacts, but has yet to realize any significant amount of revenue.  It is quite 

possible for the Company to secure very large deals in areas where Tsunami relief efforts are 

underway as well as many developing parts of Africa and China. 

 

 

Risk Factors: The investors continue to face the same risks that were mentioned in detail in 

our initial report published on February 23rd, 2005. The investors would do well to refer to all 

the risk factors mentioned therein, as well as to read the firms SEC filings.  
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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 

Disclaimer 

Beacon Equity Research (otherwise known as BER) is an independent re-

search firm specializing in small and micro capitalization companies.  BER 

has no investment banking or consultation 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 bro-

ker dealer.  No information in this report should be construed as an en-

dorsement to either buy or sell any securities mentioned in this report.  

The analyst(s) who prepared this report rely on publicly available informa-

tion which neither the analyst, nor BER, can guarantee to be error-free or 

factually accurate.  All conclusions in this report are deemed reasonable 

and appropriate by the author. Beacon Equity Research has been compen-

sated nine-thousand dollars by Pasadena Capital Partners, an Investor 

Relations firm for WorldWater, for a one-year enrollment in its research 

program.  All decisions 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 unknown factors may cause actual results 

to materially differ from the results, performance or expectations ex-

pressed or implied by such forward-looking statements.  Investors should 

exercise good judgment and perform adequate due-diligence prior to 

making any investment.  In accordance with the “Standards for Independ-

ent 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 ana-

lysts responsible for this report publicly state that they do not own a stake 

in any of the companies covered in this report.  Neither they nor princi-

pals 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 on 

the firm to better understand the inherent risks associated with this secu-

rity. 


