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__ Company

UQM Technologies, Inc., ("UQM”) is a developer and manufacturer of power
dense, high efficiency electric motors, generators and power electronic controllers
for the automotive, commercial truck and bus, and military markets. Our
primary focus is incorporating our advanced technology into products for clean
vehicles including propulsion systems for electric, hybrid electric, plug-in hybrid
electric and fuel cell electric vehicles that are expected to experience rapid growth
over the next ten years. Our headquarters and manufacturing facility is located in
Longmont, Colorado.

_ Our Missio

To improve the capability, performance and energy efficiency of our customers’
products by providing them with technologically advanced electric power sys-
tems and components — motors, generators and power electronic controllers —
that are cost effective, reliable and of superior quality, creating a competitive
advantage for them and a cleaner environment for life on our planet.

. Financial

(Dollars in thousands, except per share amounts) Year Ended March 31,
_2012 2011

Gross Profit

1his Report contains statements that constitute ‘forward-looking statements” within the meaning of Section
27A of the Securities Act and Section 21F of the Securities Fxchange Act. These statements appear in a
number of places in this Report and include statements regarding our plans, belicfs or current expectations;
including those plans, beliefs and expectations of our officers and directors with respect to, among other
things, orders to be received under our supply agreement with CODA, future financial results, and the
continued growth of the electric-powered vehicle industry. Important Risk Factors that could cause actual
results to differ from those contained in our Form 10-K filed on May 24, 2012 which is available through

our webyite at wwuw. ugm.com or ar wuwu.sec. gov.

Front  cover  graphic shows UQM
volume  production line, CODA all-
electric car, and the Companys corporate
headguarters and manufacturing facility.




TO OUR SHAREHOLDERS

Fiscal year 2012 was a significant year for UQM as we completed our transition into a volume
manufacturer of electric propulsion systems for the automotive market. On October 3, 2011 we be-
gan production for CODA Automotive on our new, fully validated, volume production line. Initial
shipments began later that month and are ongoing as CODA deliveries ramp up. The production
launch went very well, mainly due to excellent preparation and hard work by alF of our employees
and suppliers.

The worldwide market for electric vehicles continues to grow and expand as many new entrants
are announced. There are many positive success factors aligned to help foster and grow the electrifi-
cation market. These can be summarized as consumer (retail and commercial) pull, regulatory push
and policy enablers. There is very real consumer demand for more efficient, powerful, clean and
quiet vehicles. We expect to see demand increase further as the general population gets a chance to
experience an electric or hybrid vehicle and see how exciting they are to drive and efficient they are
to operate. Regulatory requirements are playing a large role to significantly increase the electrifica-
tion of the vehicle fleet. There are very stringent Corporate Average Fuel Economy (CAFE) stan-
dards in the US of 35.5 mpg by 2016 and 54.5 mpg gy 2025 and stringent CO2 standards in the
rest of the world. The California Air Resources Board has also passed rules to require that 15.4%
of all new vehicles sold in California (and the 10 states projected to adopt these standards) be full
electric, plug in hybrid or hydrogen fuel cell by 2025. Numerous governments worldwide have poli-
cies to encourage development of this market. The US has announced a goal of one million electric
vehicles on the road by 2015, Germany one million by 2020 and five million by 2030, and China
one million by 2015 and five million by 2020. There are also government incentives for purchasers
of electric and hybrid vehicles to defray the additional cost of electric vehicles while they are in the
early, low volume stage. For example an electric vehicle customer in California can receive tax credits

of $10,000 ($7500 Federal and $2500 state).

The foregoing factors are creating demand and opportunity for our products in both automotive
and commerciaf vehicles. We are well positioned WitE our high volume, fully validated PowerPhase
Pro® 100 kW and 135 kW models for the automotive and smaller truck market. Packaging space is
at a premium in these markets so we have developed a substantially smaller controller that we will
be testing this FY. We have also just introduced our new PowerPhase HD® 220 for the medium duty
truck, step van market and bus markets. This system has the highest peak power of any system we
have developed at 220 kW. We are also working on several custom hygrid proposals.

We have made great progress in our goal to be a profitable volume producer of electric propulsion
systems. We began this fiscal year by combining our two operating divisions into a single company
and realigning our organization into functional roles with clear and focused responsibilities. We ap-
pointed a new VP of Sales and Business Development, Adrian Schaffer, in December 2011, to more
proactively strengthen existing customer relationships and develop new customers. We have also ap-
pointed a new VP of Operations, Joseph Mitchell who will start on June 1, 2012 and brings a wealth
of experience on operations and quality. Both of these gentleman are seasoned veterans O%Tier One
automotive suppliers and bring their automotive experience to enhance our already strong team. We
are aggressively pursuing additional customers worldwide and have seen very good progress on this
initiative. We upgraded many of our processes, systems and back office work to ensure we are well
poised to grow and increase volume and revenue going forward.

We are dedicated to supplying products that are fully tested and of the highest quality. To that end,
we follow the stringent automotive industry standard Production Part Approval Process (PPAP) for
all of our high volume products. We are ISO9001 certified and have started the process of gaining
TS 16949 quality certif‘f)cation which is the highest current level of quality approval in the industry.



On the product front, CODA Automotive is in their launch phase and have begun selling cars
to retail customers through their newly established dealer network. They have announced dealers
in Los Angeles, San Diego and Silicon Valley in California thus far and expect to have 40 dealers in
25 cities in place by the end of 2012. They have opened an Experience Center in the Westfield Mall
in Century City CA and a second one is expected to open sEortly in the San Francisco Bay area.
CODA also recently announced that they have signed a contract with Great Wall Motors compan
in China. Under this collaboration, Great Wall will build a new electric vehicle utilizing CODA's
electric propulsion and battery system. We are the current sole source for motors and controllers to
CODA and we have already begun discussions to be the source for this program. Great Wall is the
fastest growing car manufacturer in China selling 487,000 vehicles WOI‘EI)dWiClC in 2011. This new
alliance gives CODA a second product to sell and access to the fast growing Chinese market and
other markets worldwide. It also provides a high quality source for new product platforms and the
increased purchasing power of being aligned with a much larger producer.

The Audi Al e-tron development project has placed vehicles in customer hands in Europe to
evaluate and provide feedback. We continue to work closely with Audi on this project and look for-
ward to the next steps.

On the commercial vehicle side, Electric Vehicles International continues to grow and gain new
customers. EVI has announced a 100 vehicle UPS development fleet buy, which UPS will use to
test electric vehicles in a number of real world applications, gain data and feedback to determine the
full potential for electric vehicles as a part of their fleet. EVI has also announced additional sales to
Frito Lay as part of their electric vehicle program, and EV1 is participating in a California initiative
with a goal of placing 500 units in service over a two year period. We are the sole source supplier of
electric propull:s)ion systems for EVI and look forward to growing with them.

Proterra Bus has successfully gained the additional financing needed to move it to the next phase.
They have just completed a capacity expansion to their facilities in Greenville S.C. to 400 vehicles
per year with room for further expansion and just recently completed the rigorous Altoona full life
durability testing required to sell in many municipalities. We expect to see additional revenue from
them as they continue to grow.

I believe it’s a very exciting time to be in the electrification market, the market drivers are strong,
the potential for growth is very strong and UQM is well poised to take advantage of this growth.
We continue to address all of the areas required to be successful, starting with growing our top line
through a proactive program to gain additional customers, developing new state of the art competi-
tive products, assemglin a high quality supply base and ensuring we efficiently build products with
high quality. We are well poised to participate in this growth and improve our revenue and our fi-
nancial performance on the road to achieving proﬁtabﬁity.

May 10, 2012
.
/%

Eric Ridenour
President and Chief Executive Ofhcer



Overview
UuQM Technologies, Inc., (“UQM” or the

“Company”) is a developer and manufacturer
of power dense, high efficiency electric motors,
generators and power electronic controllers for
the automotive, commercial truck, bus and mili-
tary markets. Our primary focus is incorporat-
ing our advanced technology into products for
clean vehicles including propulsion systems for
electric, hybrid electric, plug-in hybrid electric
and fuel cell electric vehicles that are expected to
experience rapid growth over the next ten years.
We were incorporated in 1967 as a Colorado
corporation. Our headquarters and manufactur-
ing facility is located in Longmont, Colorado.

The global auto-
motive market is ex-
periencing substan-
tial change driven by
a number of factors
including changing
consumer preferenc-
es, global macroeco-
nomic and geopolitical developments, the high
price of gasjine, increasing competition and ad-
ditional governmental regulation and incentives.
As a result of these factors, particularly, carbon
dioxide standards in Europe and the Corpo-
rate Average Fuel Economy (“CAFE”) standards
in the United States, automakers are develop-
ing and introducing, or planning to introduce,
additional vehicle modeﬁ with increasing lev-
els of electrification including serial and paral-
lel hybrid-electric vehicles (“HEV”), plug-in hy-
brid electric vehicles (“PHEV”) and all-electric
vehicles (“EV”). These vehicles offer improved
energy equivalent gas mileage, lower operating
and repair costs and reduced or no tailpipe emis-
sions. The California Air Resources Board has
also passed rules to require 15.4% of all new ve-
hicles sold in California to be EVs, PHEVs or
hydrogen fuel cell powered vehicles by 2025. In
addition, there are 10 additional states that are
considering adopting this new rule. Further, gov-
ernments around the globe have launched initia-
tives to subsidize the cost of developing clean ve-
hicles and the components used by them includ-
ing motors and generators, batteries, and power
management systems. (Government incentives
have also been adopted to encourage the pur-
chase of HEVs, PHEVs and EVs by consumers
in many developed nations around the world, in-
cluding a $7,500 federal tax credit in the Unit-
ed States and tax credits in twelve states of up
to $7,500 for purchases of qualifying vehicles.
Additionally, in Europe fifteen of twenty-seven
European Union member states provide tax in-

“We believe we are well-positioned to participate in the
expanding worldwide market for clean vehicles. In addition
to our portfolio of high performance products, we have taken
a number of steps over the last several years to position the
company to meet the needs of our automotive customers...”

centives for electrically chargeable vehicles and
China has a trial program to offer incentives of
up to 60,000 Yuan (approximately $9,500 USD)
for the private purchase of a new battery electric
vehicle and 50,000 Yuan (approximately $7,900
USD) for the purchase of PHEVs in five cities.
Several automobile manufacturers have indicat-
ed that they expect these factors to result in the
growth of hybrid vehicle models to over 20% of
vehicle sales in 2020 and one international auto-
maker has stated that it expects all-electric vehi-
cles to capture up to a 5% market share by 2020.

We make propulsion system products, gener-
ators and related auxiliary components for EVs
HEVs and PHEVs. We market our products in
many segments of the
transportation  sec-
tor including passen-
ger vehicles and light
trucks, commercial
trucks and buses, off-
road vehicles includ-
ing agricultural and
construction equipment, boats and military ve-
hicles. We believe our proprietary permanent
magnet propulsion motor and motor control
technology delivers exceptional performance at a
highly competitive cost. Our principal products
include propulsion motors and generators with
power ratings from 25 kilowatts to 220 kilo-
watts, auxiliary motors and electronic controls,
DC-to-DC converters and DC-to-AC inverters
that convert direct current to usable alternating
current. The principal attributes of our prod-
ucts that we believe differentiate our proprietary
Eroducts are compact size, high torque cfelivery,

igh power density (the ratio of power output to
weight) and high energy efficiency.

We believe we are well-positioned to par-
ticipate in the expanding worldwide market
for clean vehicles. In addition to our portfolio
of high performance products, we have taken a
number of steps over the last several years to po-
sition the company to meet the needs of our au-
tomotive customers including: 1) adding three
executives from leading automobile and Tier 1
suppliers to the automobile industry; 2) adding
additional technical and manufacturing resourc-
es and capability; 3) designing, installing and
qualifying volume production lines for our mo-
tors and generators and their related electronic
controllers; 4) establishing a global sourcing ca-
pability; 5) enhancing our logistics, production
and administrative processes to support higher
volumes of manufacturing operations; 6) relo-
cating our headquarters and manufacturing op-



erations into a 129,304 square foot, world-class
facility with 15 adjacent acres for future expan-
sion and 7) launching the next generation oF our
products which are expected to have improved
performance and efficiency, a smaller package
size and a lower production cost.

In 2010 we entered into a ten year Supply
Agreement with CODA Automotive (“CODA”)
to supply UQM® PowerPhase Pro® 100 kW elec-
tric propulsion systems for CODA's all-electric
four-door sedan. In October 2011 we launched
volume production of this system and began
providing systems to CODA. In March 2012
CODA began selling its all-electric passenger car
to fleets and consumers in the State of California
through its recently established dealer network.
To date, CODA has established four dealers in
California and has announced its intention to es-
tablish a significant number of additional dealers
across the United States by the end of calendar
year 2012. CODA has also completed an agree-
ment with Great Wall Motors Company, Baod-
ing, China to co-develop an all-electric vehicle
for worldwide distribution. Great Wall was the
fastest growing Chinese automobile manufac-
turer in 2011 with 487,000 vehicles sold. Under
this arrangement Great Wall and CODA intend
to co-develop and introduce the most affordable
EV on the market, comparable to entry-level in-
ternal combustion engine vehicles after incen-
tives.

Wee also supply electric propulsion systems to
Proterra, Inc., a developer and manufacturer of
all-electric composite transit buses and Electric
Vehicles International (“EVI”) a developer and
manufacturer of all-electric medium-duty deliv-
ery trucks. Proterra recently completed durabil-
ity testing of its vehicles at Altoona. Completion
of Altoona testing is required by many munici-

alities who purchase buses. EVI recently began
Euilding 100 all-electric delivery vans %r UPS
that are expected to be placed in service in calen-
dar year 2012 and has received an order from Fri-
to Lay for delivery trucks powered by UQM elec-
tric propulsion systems. EVI also Zas launched
an initiative to deploy 500 fully electric return-
to-base delivery trucks over the next two years to
help implement California Governor Brown’s ex-
ecutive order to achieve widespread deployment
of electric vehicles throughout California.

Our electric propulsion systems are power-
ing development vehicles including the all-elec-
tric Audi A1 e-tron test fleet vehic%es, dozens of

which began testing on the streets of Munich,
Germany in the fall of 2011 and the Rolls Royce
102EX all-electric Phantom car. In addition to

these programs, the company is supplying its
electric propulsion systems and generators to nu-
merous other international automakers and en-
trepreneurial automobile developers as part of
their HEV, PHEV and EV vehicle development

programs.

Audi AT ¢-tron

We have been awarded a $45.1 million grant
(the “Grant”) from the U.S. Department of En-
ergy (‘DOE”) under the American Recovery and
Reinvestment Act (‘ARRA”). The period of the
Grant is through January 12, 2015. The objec-
tive of the Grant is to accelerate the commercial-
ization of products and the installation of manu-
facturing infrastructure necessary for the deploy-
ment of electric vehicles, batteries and compo-
nents in the United States. Capital expenditures
for facilities, tooling and manufacturing equip-
ment and the quali%cation and testing of prod-
ucts associated with the launch of volume pro-
duction for CODA and other production intent
customers qualify for 50 percent reimbursement
under the DOE program. Our ability to utilize
funding from this Grant has allowed us to accel-
erate the productionization of our product port-
folio and install volume production lines and
other infrastructure provi<ﬁng us with a signifi-
cant advantage over other motor manufactures
and competitors who do not have access to such
funds. Tlgrough March 31, 2012 we have quali-
fied for reimbursements under the DOE Grant
of $16.8 million.

We market internationally through: 1) Direct
sales to original equipment manufacturers; 2)
Tier 1 suppliers of OEMs; 3) Vehicle integrators;
and 4) Trade shows and symposiums.

We derive our revenue from two principal
sources: 1) the manufacture and sale of prod-



ucts engineered by us; and 2) funded contract
research and development services performed
for strategic partners,
customers and the
U.S. government di-
rected toward either

“The U.S. Government has a policy goal of one million electric
vehicles on the road by 2015...Germany has a goal of one million

of environmentally friendly vehicles, including
the Advanced Technology Vehicles Manufac-
turing Incentive Pro-
gram and the Amer-
ican Recovery and
Reinvestment Act of

the advancement of electricvehicles by 2020 and five million by 2030 and Chinahas 7010, A partial list-

our proprietary tech-
nology portfolio or
the application of
our proprietary tech-
nology to customers’ products. For the fiscal year
ended March 31, 2012 total revenue rose 12 per-
cent to $10,143,456 and our net loss for the fis-
cal year increased to $4,928,520 or $0.14 per
common share from $1,992,358 or $0.06 per
common share last fiscal year.

Electrification of Vehicles

Potentially large markets are developing as a
result of the electrification of a wide-range of ve-
hicle platforms. Increased electrification is be-
ing pursued for a variety of application specific
reasons including: 1) changing consumer prefer-
ences; 2) global macroeconomic and geopolitical
developments; 3) the high price of gasoline; 4)
increasing competition; ancf 5) additional gov-
ernmental regulation and incentives. Of these
reasons, additional governmental regulations
and incentives has emerged as a significant factor
in the development and potential rate of growth
of the emerging vehicle electrification markets
and is being reinforced by rising crude oil prices
and higher gasoline and diesel prices. We expect
this trend toward higher fuel prices to continue
for the foreseeable f%ture, driven by tight sup-
ply levels, geopolitical turmoil in key oil produc-
ing countries and expected future increases in
world demand, driven principally by escalating
consumption of fossil fuels by developing coun-
tries such as China and India. The U.S. govern-
ment has adopted new regulations extending fuel
economy standards to medium- and heavy-duty
trucks fgr the first time beginning with model
year 2014. CAFE standards will increase the av-
erage fuel economy of each manufacturer’s pas-
senger car and light truck model offerings to be
35.5 miles per gallon by 2016 and 54.5 miles
per gallon by 2025. The California Air Resourc-
es Board has also passed rules to require 15.4%
of all new vehicles sold in California to be EVs,
PHEVs or hydrogen fuel cell powered vehicles by
2025. In addition, there are 10 additional states
that are considering adopting this new rule.

Other recent U.S. Government legislation
provides incentives for the production and sale

announced a goal of one million new energy vehicles by 2015
and five million by 2020...”

ing of some of the
more notable provi-
sions of this legisla-
tion includes:

* Federal and state tax credits for the pur-
chase of environmentally friendly vehicles;

* Low cost loans to manufacturers and com-
ponent suppliers to purchase infrastruc-
ture and develop manufacturing capacity
for clean vehicles and components used in
these vehicles;

* Funding for government agencies to ac-
quire environmentally friendly vehicles;

* Grants for the development of clean ve-
hicles and clean vehicle component tech-

nology; and

* Grants for the development of a “smart”
electric grid.

The U.S. Government has a policy goal of one
million electric vehicles on the road by 2015 and
President Obama has announced a directive to
government agencies to ensure that by 2015, all
new vehicles they purchase are alternative-fuel
vehicles, including hybrid and electric vehicles.
The Federal government operates more than
600,000 fleet vehicles.

There are similar programs in other countries
around the world. For example, Germany has a
oal of one million electric vehicles by 2020 and
Eve million by 2030 and China has announced a
goal of one million new energy vehicles by 2015
and five million by 2020 and has supported this
objective by allocating $100 billion Yuan (atlp-
proximately $15 billion USD) over ten years for
investment in core technologies related to all-
electric and hybrid electric veﬁicles.

Numerous studies have been conducted over
the last several years indicating the potential for
clectric vehicles to capture significant market
share over the next five to ten years. Table 1 (fo/-
lowing page) summarizes the forecasts of these
studies:



Table 1: Electrification Forecast - Unit Sales (thousands)

Geography ~ Forecast Year PHEV EV Combined
Pike Rescarch | United States | 2015 200 | 6 260
Deloitte United States 2015 up to 50-80
Consulting 2020 up to 300-800
BCG | North America 12020 upto 1,350 | upto 1,350 L 2,700
JD Power and | Worldwide and 2020 World: 1,300
Associates United States US: 100
McKin'seyﬁ& -~ Worldwide 2020 up 04,500 upt0.1,500 | upmG,OOO -
Company - S 2030 up t0 22,000 | upto 7,000 | iupto29,000

Source: UCLA Luskin School of Public Affairs, May 2011

We believe that the trend toward increasing
electrification of vehicles will continue at an ac-
celerated pace providing a substantial opportu-
nity for the broad commercial application of our
products.

Technology

Our technology base includes a number of
roprietary technologies and patents related to
Erushless permanent magnet motors, generarors
and power electronic controllers, together with
software code to intelligently manage the opera-
tion of our systems.

The operating characteristics of electric motors
for vehicle propulsion are different from those of
more conventional industrial motors. Propulsion
motors ideally deliver high levels of torque effi-
ciently at variable rotational speeds and possess
the ability to transition from high torque to high
speed over a relatively constant power curve al-
lowing, in many cases, the elimination of con-
ventional transmissions. Our proprietary propul-
sion systems have been specifically developed for
these applications and deliver exceptional torque
and higls) rotational speeds in a compact, energy
efficient machine.

The typical architecture of a UQM electric
machine (motor/generator) consists of a stator
winding employing a high pole count configu-
ration, whicE allows for %ﬁgﬁ copper utilization
(minimizing energy loss and cost), and a rotor
that contains powerful rare-earth permanent
magnets. Commutation of the machine is ac-
complished electronically by sensing the position
of the rotor in relation to the stator and intel-
ligently pulsing electrical energy into the stator
such tﬁat the electric field generated by the sta-
tor interacts with the magnetic field of the rotor,
producing rotational motion (motor operation).
Converse%y, the application of rotational motion
by an external force results in the generation of

electrical power (generator operation). UQM
machines can be operated in either a forward or
reverse direction oF rotation and either in motor
or generator mode and can dynamically change
from one mode of operation to another in mil%-
second response time. The design features inher-
ent to the electric machine contribute to lower
usage of copper, iron and other materials general-
ly (due to smaller package dimensions), reducin
manufacturing costs compared to convention
machines of similar power. UQM machines have
high operating efficiencies, high power density
(high power output to weight ratio) and gener-
ally have smaller external dimensions and weight
for a given power output, improving packaging.
These attributes have allowed us to price our ac%—
vanced motors and controls competitively with
lesser performing conventional motors and con-
trols, which we Eelieve will accelerate the rate of
commercialization of our technology.

Rare-earth magnet pricing has been volatile
over the last two years, peaking in late 2011 be-
fore retreating substantially in 2012. There are
many factors that contribute to this volatility, and
as a result of future pricing uncertainty, UQM
is pursuing an advanced motor technology that
climinates rare-earth elements. The technology
incorporates permanent magnets of an alternate
chemistry, arranged in a unique way that main-
tains performance benefits. A patent application
has been submitted to protect this innovation.
UQM was also selected and awarded $3 million
by the DOE in a competitive solicitation to pur-
sue this technology. This award was announced
in August 2011 and is a three-year technology
development program.

Attributes of our microprocessor-based digital
power electronic controllers include high power
operation (up to 600 amps and 700 volts), four-
quadrant control (forward/reverse and motor-
ing/generating), reduced switching losses relative



to conventional technology, adap-
tive switch timing control and con-
troller area network (“CAN”) capa-
bility. As a result, UQM controllers
have high operating efficiencies,
high power density (high power
output to weight ratio) and gener-
ally have smaller external dimen-
sions and weight for a given power
output, improving packaging.

The UQM embedded digital sig-
nal processor (“DSP”) sof%ware 1s
the intelligence that coordinates the
interaction between the motor/gen-
erator and controller, as well as in-
terfacing with a vehicle controller.
Software control algorithms are an
important part of the Company’s
intellectual property portfolio. One
aspect of the software is a patent-
ecf method of control referred to as Phase Tim-
ing Advancement that enables UQM motors to
deliver both high output torque at low operat-
ing speeds and high power at increasing operat-
ing speeds. We have extended the capability of
Phase Advance Control by using Adaptive Con-
trol techniques. These proprietary software algo-
rithms alter the switching strategy as a function of
DC voltage, operating speed, output power and
temperature to optimize system performance un-
der dynamically changing conditions. The result
is maximized output and efficiency that decreas-
es fuel consumption in hybrid el}éctric vehicles
and increases the range of battery electric vehi-
cles. The Company’s software also optimizes the
output per unit of voltage and current, maximiz-
ing the utilization of the onboard stored energy
and other electrical devices by extracting power
from substantially the entire electrical cycle of
the motor/generator. The development and ap-

lication ofg these proprietary control algorithms
Eave allowed us to continue increasing the peak
and continuous power output and the efficien-
cy of our systems. In addition, our controllers
now have user configurable functionality and
increased data transmission speeds and response
times, improving vehicle capability. Inclujé:d in
this functionality is the ability to switch between
torque and speed control dynamically, which is
especially useful for parallel hybrids and genera-
tor applications of our technology.

Desired propulsion attributes consist of high
torque to launch the vehicle from a standing-
stop, with a subsequent transition to high power
as the vehicle is accelerated to highway speeds.
In the majority of conventional internal com-

All-new PowerPhase HD® 220 Propulsion System for commercial truck and bus markets

bustion engine powered vehicles, the transition
from high torque to high power is accomplished
through the multiple gear changes performed by
a mechanical transmission. UQM systems, in-
corporating proprietary DSP software technol-
ogy, are suited as propulsion drives in HEVs,
PHEVs and EVs due to their ability to power a
vehicle from a standing-stop to highway speeds
without mechanical gear changes, thereby elimi-
nating the size, weight, complexity and cost of
multi-speed mechanical transmissions.

The ability to provide both high torque and
high top speed creates additional advantages in
military veﬁicles. High torque at low speed trans-
lates into obstacle and grade climbing capabil-
ity that is more challenging in an off-road envi-
ronment, while high speed enables pursuit, dash
and evasive maneuvers as well as convoy trans-
Eort. Conventional propulsion systems meet the

igh torque and high road speed requirements by
using a transmission and additional gearing be-
yond that used for commercial vehicles.

We have also developed auxiliary electronic
products that perform other functions on HEV,
PHEVs and EVs. We currently manufacture pro-
prietary DC-to-DC converters that reduce the
voltage level of vehicle battery packs with nomi-
nal voltages of 250 volts to 450 volts to 12 or 24
volts required to power lower voltage devices on-
board these VChiC[l)CS. Wee also offer a high voltage
DC-to-AC inverter, which converts DC power
stored in vehicle battery packs (250 volt to 450
volt) to high quality 110/120 volt AC power.
This device provides 5 kW of sinusoidal output
(40 amps) with an efficiency of up to 93 percent.
It powers devices that are typicaﬁy plugged into
a standard wall outlet and its high power quality



will handle sensitive loads, including communi-
cation systems and power tools.

We have two U.S. patent applications pend-
ing: one that covers rotor technology for a per-
manent magnet electric machine and another
that covers a brushless PM machine construc-
tion using low coercivity (non-rare-carth) mag-
nets. We are also performing research and deveg[—
opment to continually improve the functionality
OFthC microprocessor software we use to intelli-
gently control our motor/controller system.

'The majority of our research and development
activities are the result of projects contracted
with and funded by customers,
for which we typically retain in-
tellectual property rights in the
resulting technology developed.
Customer funded development
activities are recorded in our fi-
nancial statements as contract
services revenue and the associat-
ed development costs are shown
as costs of contract services. In-
ternally-funded  research and
development expenditures are
charged to research and develop-
ment expense when incurred.

In recent years, we have focused our research
and development activities on the development
of commercial products and production engi-
neering activities to lower the cost of manufac-
ture, as well as enhance the performance and ca-
pability of our systems, as opposed to basic re-
search in the field. We believe our future growth
is dependent, in part, on the continued ac?vance—
ment of our technology portfolio and our ability
to commercialize our technology in additional
product applications and markets. Accordingly,
we expect to selectively invest in internally fund-
ed development projects to accomplish these ob-
jectives.

Markets for our Products

We believe that our technology and products
are well-suited for application in a wide-range of
vehicles as the trend toward electrification con-
tinues to gain momentum. In this regard, we
have focused our attention on several markets
where we believe we can most effectively com-
pete and which we expect will have higher than
average rates of growth and exiansion. A brief
description of each of these markets follows:

Passenger automobiles and light trucks - In
past years, more than 50 million passenger auto-
mobiles and light trucks were sold worldwide of

which 11 to 17 million units were sold annually
in the United States. Over the last several years
a market has developed for automobiles that are
powered by hybrid electric powertrains. These
vehicles have good performance and provide
above average §uel economy compared to con-
ventional automobiles. Several automakers have
introduced all-electric passenger vehicles includ-
ing Nissan, Mitsubishi and CODA. The CODA
all-clectric passenger car is powered by a UQM
electric propulsion system. In addition, several
automakers have announced plans to introduce
all—flectric vehicles in 2012 including Ford and
Tesla.

UQM PowerPhase Pro® 100 Propulsion System for CODA and other automotive applicasions

We are also supplying UQM electric propul-
sion systems to Audi for their test flect of A-1 e-
tron all electric passenger cars and to Rolls Royce
for their Phantom all-electric concept passenger
vehicle.

In addition to established automakers, there
are a variety of small entrepreneurial companies
that are developing and have introduced or in-
tend to introduce all-electric, hybrid-electric or
plug-in hybrid-electric cars. Most visible of these
companies is our customer, CODA, which intro-
duced an all-electric passenger vehicle in March
of this year in the State of Ca%ifomia (see also “the
CODA Program” below), as well as Tesla, which
introduced an all-electric sports car and hopes to
introduce an all-electric passenger car this sum-
mer and Fisker Automotive, which introduced a
plug-in hybrid sports car and also hopes to in-
troduce a plug-in hybrid passenger car at a fu-
ture date. Although many of these entrepreneur-
ial companies lack substantial financial resources
of established automobile manufacturers and/or
significant automobile industry experience, they
are pursuing a variety of strategies to introduce
these types of automobiles into either niche mar-
kets, such as for fleet users or high-end luxury
sports car buyers, or the consumer vehicle mar-
ket generally. Should any of these companies be



Electric Vehicles International Walk-In Van powered by UQM Powerphase
HD?* Propulsion System

successful in commercializing their product of-
ferings, it could cause the growth rate of this mar-
ket to accelerate. These companies are generally
using electric or hybrid electric powertrains that
they have developed themselves or have been de-
veloped by other entrepreneurial companies.

Tirucks, Buses and Recreational Vehicles -
In 2011, approximately 320,000 medium and
heavy-duty on-road trucks were sold in the Unit-
ed States. The market for these vehicles is char-
acterized by a large number of suppliers, a wide-
range of vehicle designs and configurations, di-
verse power and perfgrmance levels and relative-
ly low production volumes for each model. As a
result, the typical truck, bus and other medium
and heavy-zlty vehicle manufacturer have tradi-
tionally out-sourced many of these components
and will likely continue to do so for the com-
ponents necessary to electrify their vehicles. Ac-
cordingly, we expect these manufacturers to pur-
chase products from suppliers who have devel-
oped technologically advanced electric motors;
generators and power electronic energy manage-
ment controls that can be applied to their Veii—
cles. Recently, a subsector of this market has be-
gun to develop for medium-duty delivery trucks
that operate on a well-defined route where aver-
age daily mileage requirements have little vari-
a%ility. In this subsector, truck manufacturers are
beginning to offer delivery trucks with custom
designed battery capacity whereby the delivery
vehicle has only the Eattery content onboard that
is necessary to achieve its route mileage plus a
small increment of additional energy for contin-
gencies. For these trucks, the optimized amount
of energy stored in batteries reduces the cost of
the batteries onboard an all-electric truck to a

oint where the vehicle is nearly competitive-
Ef priced, on a life-cycle cost basis, with a con-
ventional internal combustion powered delivery
truck of the same size. We beEeve this pricing
parity will accelerate the growth of this subsec-
tor in the near term. We are supplying electric
propulsion systems to Electric VeEicles Interna-
tional, who has developed an all-electric medi-
um-duty delivery truck. EVI recently announced
an order for 100 delivery trucks for UPS and an
order from Frito Lay for delivery trucks powered
by UQM electric propulsion systems. EVI has
launched an initiative to deploy 500 fully electric
return-to-base delivery trucks over the next two
years to help implement California’s Governor
Brown’s executive order to achieve widespread
deployment of electric vehicles throughout Cali-
fornia. We expect the medium and heavy-du
hybrid electric truck market to grow at an accel-
erating rate as potential customers for these vehi-
cles gain a greater understanding of their opera-
tional, environmental and economic advantages.

We are currently supplying an automotive
qualified DC-to-DC converter to Eaton Cor-
Eoration which is used onboard medium and

eavy-duty hybrid trucks sold by Freightliner,
International and Paccar and we offer for sale a
DC-to-AC inverter to meet the growing onboard
and export power requirements of hybrid trucks.

Several truck manufacturers are also consider-
ing other electrically-based products that either
enhance the utility of their vehicles, such as the
ability to generate large amounts of exportable
electric power, or that may be necessary to meet
regulatory mandates, such as diesel engine emis-
sion standards and restrictions on emissions aris-

Proterra Bus powered by UQM PowerPhase HD*® Propulsion System



ing from diesel engine idling. We intend to con-
tinue to aggressively pursue the commercializa-
tion of our products for these and other applica-
tions in the market for electric and hybrid trucks
as it emerges over the next several years.

We are also supplying propulsion systems for
electric buses beirlip gev%lgpeg and prz),duced by
Proterra. The 37-foot Proterra composite body
bus is being developed in both an all-electric bat-
tery and plug-in hybrid configuration. Proter-
ra recently announced that they increased their
production capacity to 400 buses per year at
their 200,000 square foot bus manufgcturing fa-
cility in Greenville, South Carolina. Proterra also
recently completed the rigorous Altoona vehicle
durability and full-life testing Ipmgram required

to sell buses to many municipal transit operators.

ReGen Nautic Goldfish 23 eFUSION powered by UQM PowerPhase
Select® 145 System (cover removed for illustration)

Off-road vehicles - \We have also developed
electric power products for the aircraft and aero-
space market and the boat and marine market. In
tEe boat market, we have developed generators
for onboard power production in hybrid-electric
boats as well as electric propulsion systems. We
are currently supplying electric propulsion sys-
tems to ReGen Nautic for use in the Goldfish 23
all electric eFUSION boat. Goldfish plans to de-
ploy an additional 10 eFUSION boats this year
ancf’ has plans to use our PowerPhase Pro system
as part of a higher volume jet drive propulsion
system. We belgieve that the fuel efficiency bene-

ts of vehicle electrification can be realized in the
boat and marine market. Although our focus is
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primarily on-road applications, we will continue
to leverage our technology and products in these
potentiaﬁy large niche markets as opportunities
present themselves.

Military vehicles - The U.S. military purchas-
es a wide-range of ground vehicles each year in-
cluding combat Vel%icles such as tanks, self-pro-
pelled artillery and armored personnel carriers, as
well as a variety of light, medium and heavy-du-
?I trucks for convoy and supply operations and
or the transport ofy fuel used on the battlefield.
The military is particularly interested in the elec-
trification of vehicles because the attributes that
these vehicles possess offer exceptional potential
for the military to achieve its llz)ng—term objec-
tives of develolping a highly mobile, lethal fight-
ing force. Fuel economy improvements in mili-
tary vehicles transfer into substantial savings in
support infrastructure and transportation costs
associated with transporting fuel to the battle-
field, which is typically thousands of miles from
the United States. For example, if fuel economy
improvements of 25 percent are achieved in the
average truck, a corresponding amount of fuel
does not have to be transported and therefore
a corresponding number OF airplanes or tankers
are not required in the transportation process.
Also, the availability of onboard electrical pow-
er on military vehicles opens up new opportu-
nities for the development of sophisticated sur-
veillance, detection and battlefield monitoring
equipment and for laser, microwave and electri-
cgl pulse weapon systems. It is estimated that the
military purchases approximately 8,000 trucks
per year and greater numbers during periods of
armed conflict. As is the case with large off-road
equipment, these vehicles are produced in rela-
tively lower volumes, operate at higher power
levels, have substantial technical complexity and
therefore substantially higher product content
and dollar value per vehicle. We have, over the
last several years, geen working with a number of
military contractors and vehicle makers includ-
ing DRS Technologies, AM General, BAE Sys-
tems, Boeing, General Dynamics and others, on
prototype hybrid electric vehicles, high export
power generators, electric auxiliaries, DC-to-DC
converters and DC-to-AC inverters. Although
this market has not yet emerged, we believe that
it may begin to soon, driven by the availability
of hybrid electric components in the commercial
truck market that operate at similar power levels
as those required by many military vehicles.



Marketing Channels and Sales

Based on the global aspect of the electrifica-
tion market, UQM believes that opportunities
exist on a global basis and we have developed a
strategy to address markets in all regions. These
regions include North America, Asia Pacific, Eu-
rope, and the Middle East. We believe each re-

ion has opportunities that lie within the mar-
Eets that UQM has identified as areas of strategic

growth for our company.

UQM engaﬁ_es in several sales channels where
the markets differ based on the complexity of the
product. These channels consist of:

* Direct Sales to Original Equipment Man-
ufacturers (“OEM”). In this environment
the account team works directly with de-
signers and manufacturers of particular
applications within the Automotive, In-

ustrial and Commercial Truck and Bus
marketplace to supply off the shelf as well
as custom designed solutions to custom-
ers.

e Tier 1 channels, where the account team
engages suppliers of OEMs. In this envi-
ronment, UQM provides sub-systems to
the Tier 1 suppliers from a Tier 2 posi-
tion. UQM’s technology is integrate(F and
validated as a system and provided to the
OEM as part of the Tier 1 solution.

*  Vehicle Integrators - This marketing chan-
nel is characterized by the development of
a relationship with companies that per-
form vehicle development activities for
automobile companies worldwide. Many
of these companies have substantial au-
tonomy to source vehicle components at
the earﬁest stages of a vehicle development

rogram. As a result of our multi-year re-
Eitionships supplying many of these com-
panies with our products, we have been
able to develop and foster within their
organizations a confidence in the perfor-
mance characteristics, ease of application
and durability of our products that has led
to additional early stage placements of our
products in automakers vehicle develop-
ment programs.

* Conferences and Symposiums also pro-
vide marketing channels for additional
product offerings.

CODA Automotive Program

We have a ten year Supply Agreement with
CODA Automotive to supply UQM PowerPhase
Pro electric propulsion systems for their all-elec-
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CODA all-electric Passenger Sedan

tric passenger sedan that was recently introduced
in California. The Supply Agreement provides
a framework for CODA or CODA’s manufac-
turing partners to purchase 20,000 electric pro-
pulsion systems from us over the first two years
of the program. Under the terms of the Supply
Agreement, CODA or CODA’s manufacturing
partner will issue blanket purchase orders cov-
ering their annual purchase requirements and
issue thereunder noncancellable delivery releas-
es against the blanket order. Our Supply Agree-
ment with CODA also provides that ify C(%DA
or its manufacturing partners, if any, do not col-
lectively purchase 15,000 units within the first
two years following the launch of production,
they will be required to make speciﬁi ayments
to us. In September 2011 we amended the Sup-
ply Agreement to permit the recovery of neo-
dymium magnet costs above a benchmark price
stated in the amendment.

CODA Automotive has announced that to
date it has raised over $300 million in capital to
facilitate the execution of its business plan and is
currently pursuing an additional $150 million in
equity capital. CODA has stated that it hopes to
Sf(il 10,000 to 14,000 vehicles in the first twelve
months following the vehicle’s introduction in

March 2012.

The CODA all-electric sedan was developed
by CODAYs internal team of engineers working
with multiple external engineering partners, in-
cluding Porsche Engineering. The vehicle has a
31 kW hour battery pack and has a base price of
$27,250 after applying a $7,500 federal tax cred-
it and a $2,500 state tax credit from the State
of California for qualifying buyers. Other states
offer tax credits of up to $7,500 per vehicle. To
date, CODA has selected four deaE:rs in the State



of California and announced its plan to select a
significant number of additional dealers across
North America by the end of 2012. The CODA
car is powered by a 100 kW UQM PowerPhase
Pro elg,ctric propulsion system, and carries an
estimated  ve
cle range between
charges of 88 miles
on the EPA test cy-
cle and CODA re-
ports ranges of up
to 125 miles are
achievable depend-
ing on individual
driving habits. The onboard charger plugs into
a 110V or 220V outlet and can charge for a 40-
mile commute in approximately two hours (full
charge in less than six hours) at 220V. CODA
advertises that the CODA sedan is backed by a
three-year/36,000 mile warranty and an eight-
year/100,000 mile battery warranty.

The CODA electric sedan chassis will be as-
sembled and tested; incorporating the UQM
owertrain on an assembly line operated by Har-
Ein HaFei Automobile Industry Group Co., Ltd.
(“HaFei”), a wholly owned subsidiary of Chang
An, one of China’s largest automobile manufac-
turers. Final vehicle assembly and test is com-
}F)leted at CODA’s U.S. factory in Benicia, Cali-

ornia.

CODA has announced that the battery system
for the CODA passenger car is being supplied by
g{)’oint venture getween CODA Automotive and

ianjin Lishen Battery Co. (“Lishen”). Lishen is
one of the world’s largest manufacturers of lithi-
um-ion cells.

In April 2012, CODA announced that it had
signed a contract with Great Wall Motors Com-
pany (“Great Wall”), Baoding, China, to co-de-
velop an all-electric electric vehicle intended to
be the most affordable EV on the market, com-
parable to entry level internal combustion en-
gine vehicles after incentives. Great Wall has ap-
proximately 42,000 employees and sold approxi-
mately 487,000 vehicles in 2011. The joint ef-
fort will blend CODA’s battery technofogy and
knowledge of the U.S. market with the exper-
tise of one of China’s fastest growing automotive

roducers. Under the arrangement, vehicles will
Ee sub-assembled in Great Wall’s manufacturing
facilities in Baoding. Final assembly of vehicles
destined for delivery in the U.S. will take place
at CODAs facility in the U.S.

“In April 2012, CODA announced that it had signed a contract
with Great Wall Motors Company (“Great Wall”), Baoding,
China, to co-develop an all-electric electric vehicle intended to
be the most affordable EV on the market, comparable to entry
level internal combustion engine vehicles after incentives.”
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U.S. DOE Stimulus Grant

We have been awarded a $45,145,534 Grant
from the DOE under the American Recovery
and Reinvestment Act. The Grant provides funds
to facilitate the manufacture and deployment of
electric drive vehicles,
batteries and electric
drive vehicle compo-
nents in the United
States. We are one of
seven component man-
ufacturers selected for
an award and the only
small business under the component category.
Pursuant to the terms of our Grant Agreement,
the DOE will reimburse 50 percent of qualifying
costs incurred for the purchase of facilities, tool-
ing and manufacturing equipment, and for en-
gineering expenditures related to product qual-
ification ancf) testing of our electric propulsion
systems and other products. The period of the
Grant is through January 12, 2015.

The $45.1 million size of the Grant is based
on the estimated cost of a project to implement
high volume manufacturing operations provided
in our application to the DOE under the Electric
Drive Vehicle Battery and Component Manu-
facturing Initiative. Funding for qualifying proj-
ect costs is currently limited to $32 million un-
til July 12, 2013, at which time we are required
to provide the DOE with an updated total esti-
mated cost of the project along with evidence of
firm commitments for our 50 percent share of
the total estimated cost of the project in excess of
our currently accepted cost share match of $32
million. If an extension or modification of this
requirement has not occurred or all such funds
have not been secured, we must submit, by such
date, a funding plan to obtain the remainder of
such funds, which is acceptable to the DOE, or
the award may be terminated.

The Grant is also subject to our compliance
with certain reporting requirements. As speci-
fied in the American Recovery and Reinvestment
Act, we are required to use the Grant funds in
a manner that maximizes job creation and eco-
nomic benefits. The American Recovery and Re-
investment Act and the Grant Agreement im-
pose minimum construction wages and labor
standards for projects funded by the Grant and
some sourcing restrictions.

If we dispose of assets acquired using Grant
funding, we may be required to reimburse the
DOE upon such sale date if the fair value of the
asset on the date of disposition exceeds $5,000.
The amount of any suclf reimbursement shall be



equal to 50 percent of the fair value of the asset
on the date of disposition.

While UQM has exclusive patent ownership
rights for any technology deveFo ed with Grant
funds, we are required to grant the DOE a non-
exclusive, non-transferable, paid-up license to
use such technology.

The Grant has numerous benefits to the Com-
pany and its shareholders including: 1) substan-
tially reducing the Company’s cost of capital; 2)
substantially mitigating the financial risk of pro-
ductionizing our products and acquiring the fa-
cilities and equipment necessary to support vol-
ume production of our products; 3) substantial-
ly reé)ucing our product qualification and test-
ing costs; and 4) improving product margins on

roducts manufactured on equipment subsidized
Ey the Grant.

At March 31, 2012, we had received reim-
bursements from the DOE under the Grant to-
taling $16.5 million of which $8.9 million was
for capital assets and $7.6 million was reim-
bursements of product qualification and testing
costs. We also had an amount receivable from the
DOE at March 31, 2012 of $280,674 of which
$37,774 represented reimbursement of capital
asset purchases and $242,900 was reimburse-
ments for product qualification and testing costs
incurred.

The application of Grant funds to eligible cap-
ital asset purchases under the Grant as of March
31, 2012 is as follows:

Building

Ma

3.581.798

$17,925,356 | 8.962,678 | 8,962,678

Manufacturing

It is our primary objective to become a ma-
jor manufacturer of electric motor, generator and
other power electronic products that incorporate
our proprietary techno}l)ogy and to supply these
products to electric, hybrid electric andp f%]ld cell
electric vehicle manufacturers and/or their Tier 1
suppliers. To this end, in December 2009 we ac-
quired a 129,304 square foot facility on 15 acres
together with 15 acres of adjacent vacant land
in Longmont, Colorado to support our expect-
ed growth in manufacturing operations. We have
installed and qualified two semi-automated pro-
duction cells at this facility with a two shift pro-
duction capacity of up to 40,000 units per year
of our automotive 100 kW and 135 kW Power-
Phase Pro electric motor and motor controller.
We expect to add additional production capacity
in this facility coincident with future demand.

Ower the last several years we have established
a production engineering group with decades of
manufacturing design and production experi-
ence, much of which is specific to the electric

Eric Ridenour, CEQ, with first PowerPhase Pro” production unit off line
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UQM Environmental Test Chambers

motor or automotive industries. We have ad-
opted the Advanced Product Quality Planning
(“APQP”) automotive procedures for the devel-
opment and volume production of our products
and we are continuing to expand our production
engineering group coincident with the growth in
our customer base and the number o? custom-
er programs we believe will proceed to full scale
production. We are also upgrading our software
systems and enhancing our internal processes in
anticipation of potentially rapid growth in our
production volumes.

We also have a production cell for the assem-
bly of our larger frame size, higher power, lower
volume prototype motors. The annual capacity
of this cell is approximately 5,000 systems per
shift per year.

We also manufacture a truck qualified DC-to-
DC converter for Eaton Corporation as part of
their hybrid electric power system for the heavy
truck market, as well as for other electric and hy-
brid electric vehicle manufacturers. We have a
dedicated manufacturing cell for these systems.

In order to ensure our cost competitiveness,
we have adopted a manufacturing strategy for
the near term of designing all product compo-
nents and then sourcing these parts with qual-
ity suppliers. Final assembly, testing, pack-out
and shipping of the product are performed at
our Colorado facility. We have established rela-
tionships with many high-quality, low-cost sup-
pliers, including a number of international com-
panies. Future plans are to continue the devel-
opment and introduction of more advanced and
automated manufacturing systems which we be-
lieve will ensure our competitiveness in new and
growing markets.
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Our company is currently certified under the
ISO 9001:2000 quality standards. Over the next
several years we expect to qualify our operations
under the more difficule TS 16949 standard for

the automotive sector.

Product Development Activities

We recently completed the development of
and introduced at tge Electric Vehicle Sympo-
sium in Los Angeles our production—ready Pow-
erPhase HD® 220 electric propulsion system for
the medium-duty commercial truck and bus
markets. This system represents the highest peak

ower of any system we have developed at 220

W (at 360 VDC) and is producible in higher
volumes and at lower cost than our earlier system
for these markets which was rated at 200 kKW
peak power. This unit was designed with empha-
sis on the “voice of the customer” and has been
very well received worldwide.

We are also working on the next generation of
PowerPhase Pro products designed to be small-
er, lighter weight, more energy efficient and pro-
ducible at lower cost with equal or better perfor-
mance than our current PowerPhase Pro systems.
Development targets include a reduction of 50
percent in the size of the motor controller.

UQM Dynamometer Facilities

We are also pursuing an advanced motor tech-
nology that eliminates rare-earth elements. The
technology incorporates permanent magnets of
an alternate chemistry, arranged in a unique way
that maintains performance benefits. A patent
application has been submitted to protect this
innovation. UQM was also selected and awarded
$3 million by the DOE in a competitive solici-
tation to pursue this technology. This award was
announced in August 2011 and is a three-year
technology development program.



Our Opportunity

We have developed a range of products includ-
ing electric propulsion motors, generators, power
electronic controllers and other power electronic
products that we believe are ideally suited to the

rowing markets for electric, hybrid electric and
uel cell electric vehicles.

We believe that the recent launch of high vol-
ume manufacturing of our PowerPhase Pro 100
kW electric propulsion system for CODA Auto-
motive gives us a substantial “first mover” advan-
tage as a Tier 1 supplier to the clean vehicle mar-
ket. Specifically, the introduction of our prod-
ucts that have been fully automotive qualified
in commercial quantities will provide substan-
tial economies of scale, permitting us to achieve

roduction costs and pricing that will be difficult
for others who have not launched similar high
volume production to compete with. We expect
that this pricing and product availability advan-
tage will allow us to further expand the roster
of automobile makers who select our propulsion
systems for their future vehicle programs.

In addition to the passenger automobile mar-
ket, vehicle makers olel types have been evaluat-
ing the potential of applying electric and hybrid
electric technology to their vehicle platforms. Of
these manufacturers, medium and heavy-duty
truck and bus builders and military manufactur-
ers have been the most active, driven by the per-
formance and fuel economy advantages available
from this technology, the need for large amounts
of onboard and exportable power and new fed-
eral standards requiring fueF economy improve-
ments of 10% to 20%. We believe that these
industry developments signal the beginning of
a potentially large-scale c?eployment of electric
propulsion and related electronic products into
markets beyond mass-market passenger automo-
biles. Should these products receive broad cus-
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tomer acceptance, as we expect they will, addi-
tional opportunities will likely develop over time
for our company.

In the past, we have supplied our electric pro-
pulsion systems and generators to small niche
developers of electrically powered vehicles or
as part of technology development and assess-
ment programs by the U.S. government, and
larger commercial customers. However, over the
last few years, we have supplied our propulsion
systems to numerous international automotive
manufacturers as part of their electric and hybrid
electric vehicle development activities, includ-
ing publicly announced fleet build or vehicle de-
veigopment programs with Audi, Saab and Rolls
Royce. Should any of these automakers elect to
utilize our products in future model launches, it
would have a material impact on our future rate

of growth.

We have invested substantial amounts of hu-
man resource and capital on establishing the
manufacturing infrastructure to meet CODA re-
quirements as well as the potential production
requirements of our other existing and future
customers. As the markets for our customers’
clean vehicles expand, we expect to make addi-
tional investments in support of our strategy to
aggressively introduce automotive certified prod-
ucts to satisfy our customers’ requirements.

We also expect to experience potentially rapid
rowth in our revenue coincident with the intro-
duction of electric products by our customers. In
arallel to these activities in the automotive mar-
Eet, we expect to continue to pursue addition-
al production opportunities for our proprietary
technology in existing markets where the perfor-
mance OF}(;LII‘ products can provide our custom-
ers with a competitive advantage in the markets
they serve.



SELECTED CONSOLIDATED FINANCIAL DATA

The selected consolidated financial data presented below should be read in conjunction with our consoli-
dated financial statements and related notes included elsewhere in this document.

UQM Technologies, Inc.
Selected Consolidated Financial Data

Years Ended March 31,
2012 2011 2010 2009 2008

Contract services revenue $ 785,068 608,204 1,384,599 2,717,246 2,591,939
Product sales $ 9,358,388 8,413,098 7,307,354 6,011,065 4,916,383
Loss before otherincome ¢ 953 336 (2349,174)  (4,201.091)  (4,479.743)  (4,995,242)

(expense)
Net loss $ (4,928,520) (1,992,358) (4,140,872) (4,402,019) (4,586,105)
Net loss per common share - (

basic and diluted $ 0.19) 0.00) 0.13) 0.17) 0.18)
Total assets $ 39,655,601 41,803,920 42,682,573 12,422,832 16,402,546
Long-term obligations® $ 715,107 1,316,372 1,155,416 1,490,472 1,520,798
Cash dividend declared per $ 0 0- 0- 0 0

common share

(1) Includes current portion of long-term obligations.

MARKET FOR COMPANY’S COMMON STOCK

Our common stock trades on the NYSE Amex, Chicago, Pacific Stock, Frankfurt, Berlin and Stuttgart
Stock Exchanges. The high and low trade prices, by fiscal quarter, as reported by the NYSE Amex Stock
Exchange for the last two fiscal years are as follows:

2012
Fourth Quarter
Third Quarter

Second Quarter

First Quarter

2011

Fourth Quarter
Third Quarter
Second Quarter

First Quarter

High
$1.90
$2.19
$2.41
$3.15

High
$3.83
$2.85
$4.19
$4.64

Low
$1.37
$1.28
$1.54
$2.01

Low
$2.22
$1.89
$2.06
$3.10

On May 21, 2012 the closing price of our common stock, as reported on the NYSE Amex, was $1.24
per share and there were 641 holders of record of our common stock.

We have not paid any cash dividends on our common stock since inception and we intend for the fore-
seeable future to retain any earnings to finance the growth of our business. Future dividend policy will
be determined by the Board of Directors based upon consideration of our earnings, capital needs and

other factors then relevant.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

This Report contains statements that constitute “forward-looking statements” within the meaning of Section 27A of the
Securities Act and Section 21E of the Securities Fxchange Act. These statements appear in a number of places in this
Report and include statements regarding our plans, beliefs or current expectations; including those plans, beliefs and
expectations of our officers and directors with respect to, among other things, orders to be received under our Supply
Agreement with CODA, future financial results and the continued growth of the electric-powered vebicle industry.
Important Risk Factors that could cause actual results to differ from those contained in the forward-looking statements
located in Part I Irem 1A. Risk Factors, of our Annual Report on Form 10-K filed May 24, 2012 which is available at

Www.ugm.com or Wwiw.sec. gov.

Introduction

We generate revenue from two principal activities: 1) research, development and application engineering services
that are paid for by our customers; and 2) the sale of motors, generators and electronic controls. The sources of
engineering revenue typically vary from year to year and individual projects may vary substantially in their periods
of performance and aggregate dollar value. Our product sales consist of both prototype low volume sales, which are
generally sold to a broad range of customers, and annually recurring higher volume production. During the fiscal
year ended March 31, 2012 our product sales increased 11.2 percent to $9,358,388, driven primarily by an increase
in demand for propulsion systems.

In 2010, we entered into a ten year Supply Agreement with CODA Automotive to supply our PowerPhase Pro®
100 kW electric propulsion systems for CODA’s all-electric four-door sedan. Our Supply Agreement with CODA
also provides that if CODA or its manufacturing partners, if any, do not collectively purchase 15,000 units within
the first two years following the launch of production, they will be required to make specific payments to us. In
September 2011 we amended the Supply Agreement to permit the recovery of neodymium magnet costs above a
benchmark price stated in the amendment.

In October 2011, we launched volume production of this system and began shipments to CODA. In March 2012,
CODA began selling its all-electric passenger car to fleets and consumers in the State of California through its
recently established dealer network. To date, CODA has established five dealers in California and has announced
its intention to establish an additional 40 dealers in 25 cities across the United States by the end of calendar year
2012. CODA has also recently completed an agreement with Great Wall Motors Company, Baoding, China to co-
develop an all-electric vehicle for worldwide distribution. Great Wall is one of China’s fastest growing automobile
manufacturers in 2011 with 487,000 vehicle sold. Under this arrangement Great Wall and CODA intend to co-
develop and introduce the most affordable EV on the market, comparable to entry-level internal combustion engine
vehicles after incentives.

CODA has stated that it hopes to sell between 10,000 and 14,000 vehicles in the first year following introduction
of the vehicle. If CODA achieves their sales objectives we expect our revenue from the sale of propulsion systems to
CODA and our working capital requirements to increase materially.

We also supply electric propulsion systems to Proterra, a developer and manufacturer of all-electric composite
transit buses and Electric Vehicles International (‘EVI”), a developer and manufacturer of all-electric medium-duty
delivery trucks. EVI recently announced that they have received an order from UPS for 100 all-electric delivery vans
powered by our electric propulsion systems, the majority of which are expected to be delivered in calendar year
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2012. We are also supplying an automotive qualified DC-to-DC converter to Eaton Corporation, which is used
_onboard medium and heavy-duty hybrid trucks sold by Freightliner, International and Paccar.

Our electric propulsion systems are being used in several development vehicles including the Audi Al e-tron all-
electric car and the Rolls Royce all-electric 102EX Phantom car. In addition to these programs, the Company is
supplying its electric propulsion systems and generators to numerous other international automakers and
entrepreneurial automobile developers as part of their HEV, PHEV and EV vehicle development programs.

We have a $45.1 million Grant from the DOE under the American Recovery and Reinvestment Act to accelerate
the manufacturing and deployment of electric vehicles, batteries and components in the United States. The Grant
provides for a 50 percent cost-share by the Company. Capital expenditures for facilities, tooling and manufacturing
equipment and the qualification and testing of products associated with the launch of volume production for
CODA, Proterra, EVI and other customers are eligible for reimbursement under the DOE program. We recorded
reimbursements of $8.9 million under the DOE Grant through March 31, 2012 for capital assets acquired, which
were recorded as a reduction in the cost basis of the assets acquired. We also recorded reimbursements of product
qualification and testing costs under the Grant through March 31, 2012 of $7.8 million. In April 2012 we
amended this contract to extend the period of performance by two years to January 12, 2015 and to extend the date
for demonstrating our ability to provide additional cost-sharing funds until July 12, 2013. These amendments will
allow us additional time to automotive qualify and commercialize additional products and the next generation of
our existing products for the expanding markets for clean vehicles.

We are also pursuing an advanced motor technology that eliminates rare-earth elements. The technology
incorporates permanent magnets of an alternate chemistry, arranged in a unique way that maintains performance
benefits. A patent application has been submitted to protect this innovation. UQM was also selected and awarded
$3 million by the DOE in a competitive solicitation to pursue this technology. This award was announced in
August 2011 and is a three-year technology development program.

We have developed and recently introduced at Electric Vehicle Symposium 26 a production qualified and higher
power version of our larger frame size motor, the PowerPhase HD" 220 for the medium-duty truck and bus
markets. This system produces 220 kW of peak power (at 360 VDC) in a smaller more cost effective package. We
have also begun work on the next generation PowerPhase Pro” system for the automotive market. The objective of
this program is to introduce a higher performance electric propulsion system that has increased efficiency over a
broader operating range, a smaller package size and reduced costs.

Our former facility in Frederick, Colorado is currently listed for sale with a commercial broker. As a result, the
carrying value of the facility has been classified as a current asset and listed under the caption facility held for sale.

We expect demand for our electric propulsion system and generator products to remain strong for the foreseeable
future as vehicle makers continue to focus on the development and introduction of electric and hybrid electric
vehicles as part of the evolution of the global automotive industry to provide a broader selection of highly fuel
efficient vehicles to consumers. This demand is due, in part, to an expansion in the number of all-electric and
hybrid electric vehicle platforms being developed for potential introduction in the passenger automobile market, the
amount of government grants and loans available to encourage the development and introduction of clean vehicles,
tax incentives to purchasers of these vehicles, progressively more challenging CAFE and global carbon dioxide
emission regulations, and a desire on the part of the global automotive industry to provide a broader selection of
highly fuel efficient vehicles.
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Product sales revenue for the fiscal year ended March 31, 2012 increased 11.2 percent to $9,358,388 versus
$8,413,098 last fiscal year. The increase is primarily due to increased propulsion system shipments to CODA under
our Supply Agreement partially offset by decreased levels of prototype propulsion system sales.

Revenue from funded engineering activities for the fiscal year ended March 31, 2012 increased to $785,068 versus
$608,204 last fiscal year. The increase is primarily attributable to increased levels of customer funded engineering
activities.

Gross profit margins on product sales for the fiscal year increased to 28.8 percent versus 27.6 percent last fiscal year,
due to a more favorable product mix, improved overhead absorption and lower manufacturing burden arising from
a change in the method of allocating costs associated with excess facility capacity. Gross profit contribution dollars
increased to $2,979,995 versus $2,392,703 last fiscal year.

Net loss for the fiscal year ended March 31, 2012 increased to $4,928,520, or $0.14 per common share on
consolidated total revenue of $10,143,456, versus a net loss of $1,992,358, or $0.06 per common share on
consolidated total revenue of $9,021,302 for the previous fiscal year. The increase in current year net loss is
primarily attributable to the reimbursement of prior period production engineering costs of $1,546,446 in the prior
fiscal year under the DOE Grant which increased the reimbursement percentage for that fiscal year to 113 percent
versus 63 percent for the current fiscal year, a recovery from a bankruptcy proceeding during the prior fiscal year of
$265,474 and higher levels of selling, general and administrative expenses during the fiscal year ended March 31,
2012 due primarily to recruiting costs and the addition of a Vice President of Sales and Business Development to
our executive team.

Our liquidity throughout the fiscal year was sufficient to meet our operating requirements. At March 31, 2012, we
had cash and short-term investments totaling $12,120,849. Net cash used in operating activities for the fiscal year
was $11,414,137 versus $2,284,396 last fiscal year due primarily to planned increases in inventory levels associated
with the launch of production for CODA. Capital expenditures, net of reimbursements from the DOE for the
fiscal year were $645,603 versus $3,652,569 last fiscal year.

Financial Condition

Cash and cash equivalents and short-term investments at March 31, 2012 were $12,120,849 and working capital
(the excess of current assets over current liabilities) was $25,025,517 compared with $24,211,275 and
$27,413,664, respectively, at March 31, 2011. The decrease in cash and short-term investments is primarily
attributable to operating losses, higher levels of inventories, accounts receivables and capital expenditures partially
offset by higher levels of accounts payable and other current liabilities. The decrease in working capital is primarily
attributable to operating losses and increased levels of other current liabilities which were partially offset by higher
levels of accounts receivables.

Accounts receivable increased $1,402,063 to $4,929,117 at March 31, 2012 from $3,527,054 at March 31, 2011.
The increase is primarily attributable to higher levels of billings under our purchase and supply agreement with
CODA. Substantially all of our customers are large well-established companies of high credit quality. Our sales are
conducted through acceptance of customer purchase orders or in some cases through supply agreements. For credit
qualified customers our standard terms are net 30 days. For international customers and customers without an
adequate credit rating our typical terms are irrevocable letter of credit or cash payment in advance of delivery.
During the year ended March 31, 2012, our customer Saab filed for bankruptcy protection. As a result, we had an
allowance for bad debts of $127,697 at March 31, 2012 representing approximately 90 percent of the amount due
from Saab. No allowance for bad debts was deemed necessary at March 31, 2011.
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Costs and estimated earnings on uncompleted contracts decreased to $78,376 at March 31, 2012 versus $126,775
at March 31, 2011. The decrease is due to more favorable billing terms on certain contracts in process at March 31,
2012 versus March 31, 2011. Estimated earnings on contracts in process decreased to $380,713 or 24.0 percent of
contracts in process of $1,587,499 at March 31, 2012 compared to estimated earnings on contracts in process of
$424,184 or 9.4 percent of contracts in process of $4,530,042 at March 31, 2011. The decrease in estimated
earnings is attributable to lower levels of funded engineering contracts in process partially offset by higher expected
margin on certain contracts in process at March 31, 2012.

Inventories increased $8,350,707 to $10,564,148 at March 31, 2012 as compared to $2,213,441 at March 31,
2011 principally due to increased levels of raw materials and finished goods inventories. Raw materials, work-in-
process and finished goods inventory increased $5,420,316, $321,956 and $2,608,435, respectively, principally due
to the ramping up of production for CODA.

Prepaid expenses and other current assets increased to $556,592 at March 31, 2012 from $367,154 at March 31,
2011 primarily due to higher levels of prepayments on raw material inventories outstanding at the end of the
current fiscal year versus the prior fiscal year end.

We invested $2,132,593 for the acquisition of property and equipment during the fiscal year before
reimbursements from the DOE Grant compared to $7,388,288 during the fiscal year ended March 31, 2011. The
decrease in gross capital expenditures is primarily attributable to reduced renovation costs on our facility and
decreased acquisitions of equipment this year reflecting the completion of the installation of our volume production
lines during the prior fiscal year.

Patent costs decreased $41,255 to $222,836 at March 31, 2012 as compared to $264,091 at March 31, 2011 due
to systematic amortization of patent issuance costs and the impairment of a patent application during the year,
partially offset by the costs associated with the filing and pursuit of new patent applications.

Trademark costs decreased $4,487 to $113,844 at March 31, 2012 as compared to $118,331 at March 31, 2011

due to systematic amortization of trademark issuance costs.

Othe; assets decreased $133,259 to $90,105 at March 31, 2012 from $223,364 at March 31, 2011 due to lower
levels of prepayments on capital equipment purchases outstanding at the end of the current fiscal year versus the
prior fiscal year end.

Accounts payable increased $983,110 to $2,356,513 at March 31, 2012 from $1,373,403 at March 31, 2011,
primarily due to increased levels of inventory purchases offset by lower levels of capital asset purchases and reduced
outstanding construction draws associated with the renovation of our facility at the end of the prior fiscal year.

Other current liabilities increased $1,425,395 to $2,329,101 at March 31, 2012 from $903,706 at March 31,
2011. The increase is primarily attributable to deferred revenue arising from our magnet purchase agreement with
CODA and higher levels of customer deposits outstanding at March 31, 2012.

Short-term deferred compensation under executive employment agreements decreased $587,193 to $152,007 at
March 31, 2012 versus $739,200 at March 31, 2011 reflecting a retirement payment made to the Company’s
former CEO during the first quarter of the fiscal year, partially offset by severance obligations due to our former
Senior Vice President of Operations under the terms of his employment agreement.
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Billings in excess of costs and estimated earnings on uncompleted contracts decreased $8,525 to $7,201 at March
31, 2012 from $15,726 at March 31, 2011 reflecting decreased levels of billings on certain engineering contracts in
process at the end of the fiscal year ended March 31, 2012 in advance of the performance of the associated work
versus the prior fiscal year. ‘

Long-term deferred compensation under executive employment agreements decreased $14,072 to $563,100 at
March 31, 2012 from $577,172 at March 31, 2011 reflecting the reduction of estimated future severance
obligations due to the departure of our Senior Vice President of Operations which were partially offset by periodic
accruals of future severance obligations under executive employment agreements.

Common stock and additional paid-in capital increased to $363,562 and $114,371,106, respectively, at March 31,
2012 compared to $362,133 and $1 13,391,049 at March 31, 2011. The increase in common stock and additional
paid-in capital was primarily attributable to the expensing of non-cash share-based payments associated with equity
grants under our stock bonus and equity incentive plans and share issuances under our employee stock purchase
plan and stock bonus plan.

Results of Operations

Operations for the fiscal year ended March 31, 2012, resulted in a net loss of $4,928,520, or $0.14 per common
share, compared to a net loss of $1,992,358, or $0.06 per common share, and $4,140,872, or $0.13 per common
share, for the fiscal years ended March 31, 2011 and 2010, respectively. The increase in current year net loss is
primarily attributable to the reimbursement of prior period production engineering costs of $1,546,446 in the prior
fiscal year under the DOE Grant, a recovery from a bankruptcy proceeding during the prior fiscal year of $265,474
and higher levels of selling, general and administrative expenses due primarily to recruiting costs and the addition of
a Vice President of Sales and Business Development to our executive team.

Revenue from contract services increased $176,864, or 29.1 percent, to $785,068 for the fiscal year ended March
31, 2012 versus $608,204 for the fiscal year ended March 31, 2011. The increase is primarily attributable to
increased levels of customer funded engineering activities. Revenue from contract services decreased to $608,204 for
the fiscal year ended March 31, 2011 compared to $1,384,599 for the fiscal year ended March 31, 2010. The
decrease is primarily attributable to lower levels of funded development programs and the application of
engineering resources from the contract services group to support production engineering, low volume production
and internally funded research and development activities.

Product sales this fiscal year increased 11.2 percent to $9,358,388 compared to $8,413,098 for the fiscal year ended
March 31, 2011. The increase is primarily due to increased propulsion system shipments to CODA under our
Supply Agreement partially offset by decreased levels of prototype propulsion system sales. Product sales for the
fiscal year ended March 31, 2011 increased 15.1 percent to $8,413,098 compared to $7,307,354 for the fiscal year
ended March 31, 2010. The increase was primarily attributable to shipments of propulsion systems under the
CODA, Proterra and EVI supply agreements and shipments of propulsion systems under a fleet build program with
Audi.

Gross profit margins on contract services increased to 36.3 percent this fiscal year compared to 11.0 percent for the
fiscal year ended March 31, 2011 primarily due to higher expected margins on certain contracts in process at March
31, 2012. Gross profit margins on contract services decreased to 11.0 percent fiscal year ended March 31, 2011
compared to 35.5 percent for the fiscal year ended March 31, 2010 due to reduced overhead absorption and higher
incurred costs than planned on certain engineering contracts in process. Gross profit margins on product sales this
fiscal year increased to 28.8 percent compared to 27.6 percent for fiscal 2011. The increase is primarily due to a
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more favorable product mix, improved overhead absorption and lower manufacturing burden arising from a change
in the method of allocating costs associated with excess facility capacity. Gross profit margins on product sales for
the fiscal year ended March 31, 2011 decreased to 27.6 percent compared to 30.5 percent for fiscal 2010. The
decrease is primarily due to lower margins on pre-production units shipped to CODA.

Research and development expenditures for the fiscal year ended March 31, 2012 were $37,128 compared to
$292,865 and $576,341 for the fiscal years ended March 31, 2011 and 2010, respectively. The decrease in research
and development expenditures for the fiscal year ended March 31, 2012 compared to the prior fiscal year was
primarily due to reduced levels of internally funded and cost-sharing programs. The decrease in research and
development expenditures for the fiscal year ended March 31, 2011 compared to the prior fiscal year was primarily
due to reduced levels of internally funded programs.

Production engineering costs were $6,014,868 for the fiscal year ended March 31, 2012 versus $3,536,287 and
$2,908,334 for the prior two fiscal years. The increase for the current fiscal year versus fiscal year 2011 is primarily
attributable to the utilization of engineering resources from our contract services group, and expansion of the
production engineering group and its activities in preparation for the launch of higher volume manufacturing
operations for CODA, development of our next generation PowerPhase Pro” propulsion systems for the passenger
automobile market and increased product qualification and testing activities on our PowerPhase HD" 220 system
for the truck and bus markets. The increase for the fiscal year ended March 31, 2011 versus fiscal 2010 was
primarily attributable to the utilization of engineering resources from our contract services group, and expansion of
the production engineering group and its activities in preparation for the launch of higher volume manufacturing
operations for CODA.

Reimbursement of costs under the DOE Grant were $3,794,324 versus $3,988,655 and zero for each of the two

prior fiscal years, respectively. Last fiscal year the Company satisfied various conditions of the Grant allowing for

the recognition and reimbursement of all product qualification and testing costs incurred between August 5, 2009

and September 30, 2010. As a result, during the fiscal year ended March 31, 2011 we recorded reimbursements of
$1,546,446 for product qualification and testing costs incurred in the prior fiscal year. Excluding this amount,

reimbursements for the fiscal year ended March 31, 2012 increased $1,352,115 versus the prior fiscal year reflecting

increased levels of reimbursable product qualification and testing costs.

Selling, general and administrative expenses this fiscal year were $5,678,797 compared to $4,884,373 and
$3,433,549 for the fiscal years ended March 31, 2011 and 2010, respectively. The increase this year is attributable
to increases in salary and benefits expenses associated with an expansion in our administrative staff and executive
team, higher levels of accounting fees, the establishment of an allowance for bad debts related to the Saab
bankruptcy filing and increased recruiting and general insurance costs partially offset by decreases in non-cash
equity based compensation and marketing expenses. The increase for fiscal 2011 versus 2010 is primarily
attributable to higher levels of annual cash and non-cash incentive compensation grants, costs arising from the
recruitment and relocation of a new Chief Executive Officer and moving expenses associated with our relocation to
a new facility.

Interest income decreased to $22,805 for the current fiscal year compared to $91,342 and $64,916 for the fiscal
years ended March 31, 2011 and 2010, respectively. The decrease for fiscal 2012 versus fiscal 2011 is attributable to
lower invested balances and lower yields during the fiscal year ended March 31, 2012. The increase for fiscal 2011
versus fiscal 2010 is attributable to higher yields on invested balances due to a greater mix of investments with a
longer period to maturity.
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Interest expense was zero for the year ended March 31, 2012 compared to zero and $15,697 for the fiscal years
ended March 31, 2011 and 2010, respectively. The decrease for fiscal 2012 and 2011 versus fiscal 2010 is due to
the payoff of the mortgage on the company’s former facility during the fiscal year ended March 31, 2010.

Other income for the fiscal year ended March 31, 2012 was $2,011 versus $265,474 and $11,000 for the fiscal
years ended March 31, 2011 and 2010, respectively. The decrease this fiscal year is attributable to a recovery
received from a bankruptcy proceeding during the fiscal year ended March 31, 2011.

Liquidity and Capital Resources

Our cash balances and liquidity throughout the fiscal year ended March 31, 2012 were adequate to meet operating
needs. At March 31, 2012, we had cash and short-term investments of $12,120,849 and working capital (the excess

of current assets over current liabilities) of $25,025,517 compared to $24,211,275 and $27,413,664 at March 31,
2011, respectively.

For the year ended March 31, 2012, net cash used in operating activities was $11,414,137 compared to net cash
used in operating activities of $2,284,396 and $2,428,007 for the years ended March 31, 2011 and 2010,
respectively. The increase in cash used in operating activities this fiscal year is primarily attributable to increased
levels of inventory and accounts receivable principally associated with the launch of volume production for CODA
and higher operating losses, partially offset by higher levels of accounts payable and other current liabilities. The
decrease in cash used for the year ended March 31, 2011 is primarily attributable to lower operating losses, offset by
higher levels of accounts receivable and inventories at the end of the fiscal year.

Net cash provided by investing activities for the fiscal year ended March 31, 2012 was $7,124,741 compared to
cash provided by investing activities of $475,688 for the previous fiscal year and cash used in investing activities of
$14,793,339 for fiscal 2010. The increase in the fiscal year ended March 31, 2012 is due to increased net maturities
of short-term investments and a decrease in the amount of capital expenditures, net of reimbursements under our
DOE Grant. The increase in cash provided by investing activities for fiscal 2011 versus fiscal 2010 is due to
reimbursements received from the DOE under the Grant, higher levels of investment maturities and reduced levels
of capital expenditures.

Net cash provided by financing activities was $48,584 for the fiscal year ended March 31, 2012 versus cash used in
financing activities of $52,140 and cash provided by financing activities of $32,458,947 for the fiscal years ended
March 31, 2011 and 2010, respectively. The decrease in cash provided in fiscal 2012 versus fiscal 2010 and the
decrease in cash provided in fiscal 2011 versus fiscal 2010 and is primarily attributable to the completion of a
follow-on public offering in the third quarter of fiscal 2010 which resulted in cash proceeds of $31,664,373.

We expect to fund our operations over the next year from existing cash and short-term investment balances and
from available bank financing, if any. We may need to invest substantially greater financial resources during fiscal
2013 on the commercialization of our products in the automotive market, including a significant increase in
human resources, and increased expenditures for equipment, tooling and facilities. These capital requirements may
be substantially reduced by funding available under our DOE Grant, which provides reimbursement of 50 percent
of qualified capital expenditures and product qualification and testing costs. We expect our working capital
requirements to increase further if CODA achieves their annual vehicle sales target of 10,000 vehicles. We believe
we have sufficient cash resources to meet our working capital requirements, including those we expect to arise from
higher production volumes for CODA, and to fund our operations for at least the next eighteen months.
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We expect to manage our operations and working capital requirements to minimize the future level of operating
losses and working capital usage consistent with the execution of our business plan, although it is possible that with
higher than expected growth next year and beyond, our working capital requirements could consume a substantial
portion of our cash reserves at March 31, 2012. If our existing financial resources are not sufficient to execute our
business plan, we may issue equity or debt securities in the future, although we cannot assure that we will be able to
secure additional capital should it be required to implement our current business plan. In the event financing or
equity capital to fund future growth is not available on terms acceptable to us, or at all, we will modify our strategy
to align our operation with then available financial resources.

Contractual Obligations

The following table presents information about our contractual obligations and commitments as of March 31,

2012:

Payments due by Period
Less Than More than
Total
1 Year 2-3Years 4 -5 Years 5 Years
Purchase obligations 15,050,500 15,050,500 - - -
Executive employment agreements @ 715,107 152,007 510,000 - 53,100
Total 15.765.607  15.202,507 510,000 - 53,100

(1) Includes severance pay obligations under executive employment agreements contingently payable upon six months’ notice by five officers of the
company, but not annual cash compensation under the agreements.

Off-Balance Sheet Arrangements

None.

Critical Accounting Policies

The preparation of financial statements and related disclosures in conformity with accounting principles generally
accepted in the United States of America requires management to make judgments, assumptions and estimates that
affect the dollar values reported in the consolidated financial statements and accompanying notes. Note 1 to the
consolidated financial statements describes the significant accounting policies and methods used in preparation of
the consolidated financial statements. Estimates are used for, but not limited to, allowance for doubtful accounts
receivables, costs to complete contracts, the recoverability of inventories and the fair value of financial and long-
lived assets. Actual results could differ materially from these estimates. The following critical accounting policies are
impacted significantly by judgments, assumptions and estimates used in preparation of the consolidated financial
statements.

Accounts Receivable

Our trade accounts receivable are subject to credit risks associated with the financial condition of our customers and
their liquidity. We evaluate all customers periodically to assess their financial condition and liquidity and set
appropriate credit limits based on this analysis. As a result, the collectability of accounts receivable may change due
to changing general economic conditions and factors associated with each customer’s particular business. Because
substantially all of our customers are large well-established companies with excellent credit worthiness, we have not
historically established a reserve for potentially uncollectible trade accounts receivable. However, during the fiscal
year ended March 31, 2012 we established an allowance for bad debts of $127,697, principally due to the
bankruptcy filing of Saab. In light of current economic conditions we may need to maintain an allowance for bad
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debts in the future. It is also reasonably possible, that future events or changes in circumstances could cause the
realizable value of our trade accounts receivable to decline materially, resulting in material losses.

Inventories

We maintain raw material inventories of electronic components, motor parts and other materials to meet our
expected manufacturing needs for proprietary products and for products manufactured to the design specifications
of our customers. Some of these components may become obsolete or impaired due to bulk purchases in excess of
customer requirements. Accordingly, we periodically assesses our raw material inventory for potential impairment
of value based on then available information, expectations and estimates and establish impairment reserves for
estimated declines in the realizable value of our inventories. The actual realizable value of our inventories may differ
materially from these estimates based on future occurrences. It is reasonably possible that future events or changes
in circumstances could cause the realizable value of our inventories to decline materially, resulting in additional
material impairment losses. During the fiscal years ended March 31, 2012, 2011 and 2010, we recorded inventory
impairments of $10,169, $10,160 and $26,714, respectively.

Percentage of Completion Revenue Recognition on Long-term Contracts: Costs and Estimated Earnings in Excess
of Billings on Uncompleted Contracts

We recognize revenue on development projects funded by our customers using the percentage-of-completion
method. Under this method, contract services revenue is based on the percentage that costs incurred to date bear to
management’s best estimate of the total costs to be incurred to complete the project. Many of these contracts
involve the application of our technology to customers’ products and other applications with demanding
specifications. Management’s best estimates have sometimes been adversely impacted by unexpected technical
challenges requiring additional analysis and redesign, failure of electronic components to operate in accordance with
manufacturers published performance specifications, unexpected prototype failures requiring the purchase of
additional parts and a variety of other factors that may cause unforeseen delays and additional costs. It is reasonably
possible that total costs to be incurred on any of the projects in process at March 31, 2012 could be materially
different from management’s estimates, and any modification of management’s estimate of total project costs to be
incurred could result in material changes in the profitability of affected projects or result in material losses on any

affected projects.

Fair Value Measurements and Asset Impairment

Some of our assets and liabilities may be subject to analysis as to whether the asset or liability should be marked to
fair value and some assets may be evaluated for potential impairment in value. The determination of fair value for
those assets that do not have quoted prices in active markets is highly judgmental. These estimates and judgments
may include fair value determinations based upon the extrapolation of quoted prices for similar assets and liabilities
in active or inactive markets, for observable items other than the asset or liability itself, for observable items by
correlation or other statistical analysis, or from our assumptions about the assumptions market participants would
use in valuing an asset or liability when no observable market data is available. Similarly, management evaluates
both tangible and intangible assets for potential impairments in value. In conducting this evaluation, management
may rely on a number of factors to value anticipated future cash flows including operating results, business plans
and present value techniques. Rates used to value and discount cash flows may include assumptions about interest
rates and the cost of capital at a point in time. There are inherent uncertainties related to these factors and
management’s judgment in applying them to the analysis of asset impairment. Changes in any of the foregoing
estimates and assumptions or a change in market conditions could result in a material change in the value of an
asset or liability resulting in a material adverse change in our operating results.
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QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Market risk is the potential loss arising from adverse changes in market rates and prices, such as foreign currency
exchange and interest rates. One component of interest rate risk involves the short term investment of excess cash in
short term, investment grade interest-bearing securities. If there are changes in interest rates, those changes would
affect the investment income we earn on these investments and, therefore, impact our cash flows and results of
operations. We do not use financial instruments to any degree to manage these risks and do not hold or issue
financial instruments for trading purposes. All of our product sales, and related receivables are payable in U.S.

dollars.
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Board of Directors and
Shareholders of UQM Technologies, Inc.

We have audited the accompanying consolidated balance sheets of UQM Technologies, Inc. (a
Colorado corporation) and subsidiaries (collectively, the “Company”) as of March 31, 2012 and
2011, and the related consolidated statements of operations, shareholders’ equity, and cash flows
for each of the three years in the period ended Match 31, 2012. These financial statements ate
the responsibility of the Company’s management. Our responsibility is to express an opinion on
these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all
material respects, the financial position of UQM Technologies, Inc. and subsidiaries as of March
31, 2012 and 2011, and the results of their operations and their cash flows for each of the three
years in the period ended March 31, 2012, in conformity with accounting principles generally
accepted in the United States of America,

We also have audited, in accordance with the standards of the Public Company Accounting
Oversight Board (United States), the Compaay’s internal control over financial reporting as of
March 31,2012, based on critetia established in Internal Controt—Integrated Framework issued by
the Committee of Sponsoring Organizations of the Treadway Commission (COSOj and our
report dated May 24, 2012 expressed an unqualified opinion.

—
Gp@r | e LY
Denver, Colorado
May 24, 2012

Grant Thornton LLP
{1.S. member firm of Grant Thornton international Ltd
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Board of Directors and
Shareholders of UQM Technologies, Inc.

We have audited UQM Technologies, Inc. (a Colorado Corporation) and subsidiaries
(collectively, the “Company”) internal control over financial reporting as of March 31, 2012,
based on criteria established in Internal Control—Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission (COSO). The Company’s management
is responsible for maintaining effective internal control over financial reporting and for its
assessment of the effectiveness of internal control over financial reporting, included in the
accompanying Management Report on Internal Control over Financial Reporting. Our responsibility is to
express an opinion on the Company’s internal control over financial reporting based on out
audit.

We conducted our audit in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether effective internal control over financial reporting was
maintained in all material respects. Our audit included obtaining an understanding of internal
control over financial reporting, assessing the risk that a material weakness exists, testing and
evaluating the design and operating effectiveness of internal control based on the assessed risk,
and performing such other procedures as we considered necessary in the circumstances. We
believe that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial repotting is a process designed to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with generally accepted accounting principles. A
company’s internal control over financial reporting includes those policies and procedures that
(1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect
the transactions and dispositions of the assets of the company; (2) provide reasonable assurance
that transactions are recorded as necessary to permit preparation of financial statements in
accordance with generally accepted accounting principles, and that receipts and expenditures of
the company are being made only in accordance with authorizations of management and
directors of the company; and (3) provide reasonable assurance regarding prevention or timely
detection of unauthorized acquisition, use, or disposition of the company’s assets that could have
a material effect on the financial statements.

Grant Thornton LLP
U.S. member firm of Grant Thomton International Ltd
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Because of its inherent limitations, intetnal control over financial reporting may not prevent or
detect misstatements. Also, projections of any evaluation of effectiveness to future periods are
subject to the risk that controls may become inadequate because of changes in conditions, or that
the degree of compliance with the policies or procedures may deteriorate.

In our opinion, the Company maintained, in all material respects, effective internal control over
financial reporting as of March 31, 2012, based on criteria established in Internal Control—
Integrated Framework issued by COSO.

We also have audited, in accordance with the standards of the Public Company Accounting
Oversight Board (United States), the consolidated balance sheets of UQM Technologies, Inc.
and subsidiaries as of March 31, 2012 and 2011 and the related consolidated statements of
operations, stockholders’ equity and cash flows for each of the three years in the period ended
March 31, 2012, and our report dated May 24, 2012 expressed an unqualified opinion.

Creas Tilamy LD

Denver, Colorado
May 24, 2012
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UQM TECHNOLOGIES, INC.
AND SUBSIDIARIES

Consolidated Balance Sheets

Assets

Current assets:

Cash and cash equivalents

Short-term investments

Accounts receivable, net

Costs and estimated earnings in excess of billings on uncompleted contracts
Inventories

Facility held for sale

Prepaid expenses and other current assets
Total current assets

Property and equipment, at cost:

Land

Building

Machinery and equipment

Less accumulated depreciation

Net property and equipment

Patent costs, net of accumulated amortization of $816,259 and $781,608

Trademark costs, net of accumulated amortization of $59,743 and $55,256

Other assets

Total assets

See accompanying notes to consolidated financial statements.
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March 31, 2012

March 31, 2011

$ 11,637,940 15,878,752
482,909 8,332,523
4,929,117 3,527,054
78,376 126,775
10,564,148 2,213,441
1,621,257 -
556,592 367,154
29,870,339 30,445,699
1,683,330 1,859,988
4,484,493 6,822,850
_7,868.481 _6,766,539
14,036,304 15,449,377
(4,677.827) (4.696.942)
9,358,477 10,752,435
222,836 264,091
113,844 118,331
90,105 223,364
$ 39,655,601 $ 41.803.920
(Continued)



UQM TECHNOLOGIES, INC.
AND SUBSIDIARIES

Consolidated Balance Sheets, Continued

Liabiliti kholders’ Equi

Current liabilities:

Accounts payable

Other current liabilities

Short-term deferred compensation under executive employment agreements

Billings in excess of costs and estimated earnings on uncompleted contracts

Total current liabilities

Long-term deferred compensation under executive employment agreements

Total liabilities

Commitments and contingencies

Stockholders’ equity:

Common stock, $0.01 par value, 50,000,000 shares authorized;
36,356,177 and 36,213,293 shares issued and outstanding

Additional paid-in capital

Accumulated deficit

Total stockholders’ equity

Total liabilities and stockholders’ equity

See accompanying notes to consolidated financial statements.
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March 31,2012 March 31, 2011
$ 2,356,513 1,373,403
2,329,101 903,706
152,007 739,200
7,201 15.726
4,844,822 032,0
563.100 577,172
5.407.922 3.609,207
363,562 362,133
114,371,106 113,391,049
(80.486,989) (75.558.469)
34,247,679 38,194,713
$ _39.655.601 _41.803,920



UQM TECHNOLOGIES, INC.
AND SUBSIDIARIES

Consolidated Statements of Operations

Revenue:
Contract services

Product sales

Operating costs and expenses:

Costs of contract services

Costs of product sales

Research and development

Production engineering

Reimbursement of costs under DOE grant
Selling, general and administrative

Loss (gain) on disposal of assets
Loss before other income (expense)
Other income (expense):

Interest income

Interest expense

Other

Net loss

Net loss per common share-basic and diluted:

Weighted average number of shares of common

stock outstanding - basic and diluted

See accompanying notes to consolidated financial statements.
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Year Ended

March 31, 2012

Year Ended

March 31, 2011

$ 785,068 608,204
9,358,388 8413098
10,143.456 _9.021.302

499,813 541,214
6,663,648 6,087,385
37,128 292,865
6,014,868 3,536,287
(3,794,324) (3,988,655)
5,678,797 4,884,373
__(3.138) _ 17,007
15,096,792 11,370,476
(4,953,336) (2,349,174)
22,805 91,342
2,011 265,474
24.816 356,816

$ (4,928,520) (1,992,358)

$ (0.14) (0.06)
36,301,642 36,070,364

Year Ended
March 31, 2010

1,384,599
7,307,354
8.691.953

892,649
5,082,171
576,341
2,908,334

3,433,549

12,893,044
(4,201,091)
64,916
(15,697)

11,000
60,21

(4,140,872)

Q.13

30,720.368



UQM TECHNOLOGIES, INC.
AND SUBSIDIARIES

Consolidated Statements of Stockholders’ Equity

Balances at April 1, 2009

Issuance of common stock in follow-on offering, net of offering costs

Issuance of common stock under employee stock purchase plan
Purchase of treasury stock

Issuance of common stock upon exercise of employee options
Issuance of common stock upon exercise of warrants

Issuance of common stock under stock bonus plan
Compensation expense from employee and

director stock option and common stock grants

Net loss

Balances at March 31, 2010

Issuance of common stock under employee stock purchase plan
Purchase of treasury stock

Issuance of common stock upon exercise of employee options
Issuance of common stock under stock bonus plan
Compensation expense from employee and

director stock option and common stock grants

Net loss

Balances at March 31, 2011

Issuance of common stock under employee stock purchase plan
Purchase of treasury stock

Issuance of common stock under stock bonus plan
Compensation expense from employee and

director stock option and common stock grants
Net loss

Balances at March 31, 2012

See accompanying notes to consolidated financial statements.

Number of
common Additional Total
shares Common paid-in  Accumulated  stockholders’
issued stock capital deficit equity
26,727,694 $267,277 78,767,154  (69,425,239) 9,609,192
8,625,000 86,250 31,578,123 - 31,664,373
61,362 613 106,000 - 106,613
(38,750) (388) (159,787) - (160,175)
374,349 3,743 1,081,120 - 1,084,863
70,142 701 179,495 - 180,196
126,941 1,271 (1,271) - -
- - 660,393 - 660,393
- - - (4,140,872) (4.140.872)
35,946,738 - 359,467 112,211,227 (73,566,111) 39,004,583
9,828 98 22,397 - 22,495
(55,045) (550) (143,201) - (143,751)
31,966 320 68,796 - 69,116
279,806 2,798 334,375 - 337,173
- - 897,455 - 897,455
- - - (1,992.358) (1.992,358)
36,213,293 362,133 113,391,049 (75,558,469) 38,194,713
41,158 412 60,548 - 60,960
(6,191) 62) (12,314) - (12,376)
107,917 1,079 167,545 - 168,624
- - 764,278 - 764,278
- - - (4.928.520) (4,928.520)
36,356,177 $363.562 114.371.106 (80.486.989) 34.247.679
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UQM TECHNOLOGIES, INC.
AND SUBSIDIARIES

Consolidated Statements of Cash Flows

Cash flows from operating activities:

Net loss

Adjustments to reconcile net loss to net cash used in
operating activities:

Depreciation and amortization

Non-cash equity based compensation

Loss (gain) on disposal of assets

Impairment of long-lived assets

Impairment of inventories

Change in operating assets and liabilities:

Accounts receivable and costs and estimated earnings
in excess of billings on uncompleted contracts

Inventories

Prepaid expenses and other current assets

Other assets

Accounts payable and other current liabilities

Billings in excess of costs and estimated
earnings on uncompleted contracts

Deferred compensation under executive
employment agreements

Net cash used in operating activities

Cash flows from investing activities:

Purchases of short-term investments

Maturities of short-term investments

Decrease (increase) in other long-term assets

Acquisition of property and equipment

Property and equipment reimbursements received
from DOE under grant

Increase in patent and trademark costs

Cash proceeds from sale of equipment

Net cash provided by (used in) investing activities

See accompanying notes to consolidated financial statements.
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Year Ended
March 31,2012

$ (4,928,520)

1,178,958
932,902
(3,138)
27,845
10,169

(1,978,510)
(8,360,876)
(189,438)

2,506,261

(8,525)

(601,265)
(11.414.137)

(7,369,698)
15,219,312

(61,855)
(2,132,593)

1,486,990
(21,240)
3.825
$_7.124.741

Year Ended
March 31,2011

(1,992,358)

864,572
1,234,628
17,007

10,160

(1,139,033)
(932,275)
(226,869)

(245,358)

(35,820)

160,956
(2,284.396)

(20,435,612)
24,570,973
1,412
(7,388,288)

3,735,719
(9,520)

1,004

475.688

Year Ended
March 31, 2010

(4,140,872)

603,095
660,393

26,714

(816,187)
(10,869)
(22,517)

(9,037)
1,219,221

(19,815)

81.867
(2.428,007)

(12,412,670)
3,295,154
(1,664)
(9,210,789)

3,574,617
(37,987)

(14.793.339)

(Continued)



UQM TECHNOLOGIES, INC.
AND SUBSIDIARIES

Consolidated Statements of Cash Flows, Continued

Cash flows from financing activities:

Repayment of debt
Issuance of common stock in follow-on offering,
net of offering costs

Issuance of common stock upon exercise of
employee stock options

Purchase of treasury stock
Issuance of common stock upon exercise of warrants
Issuance of common stock under employee stock

purchase plan

Net cash provided by (used in) financing activities
Increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Supplemental Cash Flow Information:
Interest paid in cash during the year

Non-cash investing and financing transactions:

Year Ended
March 31,2012

$ -

(12,376)

60,960
48,584

(4,240,812)
15.878.752

$ 11,637,940

Year Ended
March 31,2011

69,116
(143,751)

22,495
(52,140)

(1,860,848)
17,739,600

15.878.752

Year Ended
March 31, 2010

(416,923)
31,664,373

1,084,863

(160,175)
180,196

106.613
32,458,947

15,237,601

2,501

17,739,600

During the year ended March 31, 2012 we reclassified a facility with a gross value of $2,645,793 and accumulated depreciation of

$1,024,536 to facility held for sale.

See accompanying notes to consolidated financial statements.
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UQM TECHNOLOGIES, INC.
AND SUBSIDIARIES

Notes to Consolidated Financial Statements, Continued

(1) Summary of Significant Accounting Policies

()

(b)

(©

(d)

Description of Business

UQM Technologies, Inc. and our wholly-owned subsidiaries are engaged in the research, development and
manufacture of permanent magnet electric motors and the electronic controls for such motors. Our facility
is located in Longmont, Colorado. Our revenue is derived primarily from product sales to customers in the
automotive, industrial, and aerospace markets, and from contract research and development services. We
are impacted by other factors such as the continued receipt of contracts from industrial and governmental
parties, our ability to protect and maintain the proprietary nature of our technology, continued product
and technological advances and our ability together with our partners, to commercialize our products and
technology.

Principles of Consolidation

The consolidated financial statements include the accounts of UQM Technologies, Inc. and those of all
majority-owned or controlled subsidiaries. All intercompany accounts and transactions have been
eliminated in consolidation.

Cash and Cash Equivalents and Short-term Investments

We consider cash on hand and investments with original maturities of three months or less to be cash and
cash equivalents. Investments with original maturities of greater than three months and less than one year
from the balance sheet date are classified as short-term.

We limit our cash and cash equivalents and investments to high quality financial institutions in order to
minimize our credit risk.

Investments

We have an investment policy approved by the Board of Directors that governs the quality, acceptability
and dollar concentration of our investments. Investments are comprised of marketable securities and
consist primarily of commercial paper, asset-backed and mortgage-backed securities and bank certificates of
deposits with original maturities beyond three months. All marketable securities are held in our name at
three major financial institutions who hold custody of the investments. All of our investments are held-to-
maturity investments as we have the positive intent and ability to hold these securities until maturity. All
investments are recorded at amortized cost.

The amortized cost and unrealized gain or loss of our investments were:
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Notes to Consolidated Financial Statements, Continued

March 31, 2012 March 31, 2011
Amortized Cost Gain (Loss) Amortized Cost  Gain (Loss)

Short-term investments:

U.S. government and government agency

securities $ - - 795,451 (17,197)
Commercial paper, corporate and foreign bonds 482,909 11,626 7,227,820 (59,777)
Certificates of deposit - - 309.252 -

482,909 11,626 8,332,523 (76.974)

Long-term investment:
Certificates of deposit (included in other assets) 61,855 - -

(e

®

(®

$ 544,764 11,626 8,332,523 (76.974)

The time to maturity of held-to-maturity securities were:

March 31,
2012 2011
Three to six months $ 432,985 6,518,845
Six months to one year 49,924 1,813,678
Over one year 61,855 -

$ 544,764 8,332,523

Accounts Receivable

We extend unsecured credit to most of our customers following a review of the customers’ financial
condition and credit history. Our sales are conducted through acceptance of customer purchase orders or in
some cases through supply agreements. For credit qualified customers our standard terms are net 30 days.
For international customers without an adequate credit rating, our typical terms are irrevocable letter of
credit or cash payment in advance of delivery. We establish an allowance for doubtful accounts based upon
a number of factors including the length of time trade receivables are past due, the customer’s ability to pay
its obligation to us, the condition of the general economy, estimates of credit risk, historical trends and
other information. We write off accounts receivable when they become uncollectible against our allowance
for uncollectible accounts receivable. At March 31, 2012 and 2011, we had an allowance for uncollectible
accounts receivable of $127,697 and zero, respectively. Accounts receivable are deemed to be past due
when they have not been paid by their contractual due dates.

Inventories

Inventories are stated at the lower of cost or market. Cost is determined by the first-in, first-out method.
We charge directly to expense slow moving or obsolete inventory items during the period we assess the
value of such inventory to be impaired. For the fiscal years ended March 31, 2012, 2011 and 2010, we
impaired inventory of $10,169, $10,160 and $26,714, respectively.

Property and Equipment

Property and equipment are stated at cost, unless the asset was acquired, in part, with DOE Grant funds,
in which case it is stated at cost net of DOE reimbursements. Depreciation is computed using the straight-
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line method over the estimated useful lives of the assets, which range from three to five years, except for
buildings, which are depreciated over 27.5 years. Maintenance and repairs are charged to expense as
incurred. Depreciation expense for the fiscal years ended March 31, 2012, 2011 and 2010 was $1,139,821,
$817,033 and $547,365, respectively.

(h) Patent and Trademark Costs

)

Patent and trademark costs consist primarily of legal expenses, and represent those costs incurred by us for
the filing of patent and trademark applications. Amortization of patent and trademark costs is computed
using the straight-line method over the estimated useful life of the asset, typically 17 years for patents, and
40 years for trademarks. Amortization expense for the fiscal years ended March 31, 2012, 2011 and 2010
was $39,137, $47,539, and $55,730, respectively.

Impairment of Long—Lived Assets

We periodically evaluate whether circumstances or events have affected the recoverability of long-lived
assets including intangible assets with finite useful lives. The assessment of possible impairment is based on
our ability to recover the carrying value of the asset or groups of assets from expected future cash flows
(undiscounted and without interest charges) estimated by management. If expected future cash flows are
less than the carrying value, an impairment loss is recognized to adjust the asset to fair value as determined
by expected discounted future cash flows.

Product Warranties

Our warranty policy generally provides three months to three years of coverage depending on the product.
We record a liability for estimated warranty obligations at the date products are sold. The estimated cost of
warranty coverage is based on our actual historical experience with our current products or similar
products. For new products, the required reserve is based on historical experience of similar products until
sufficient historical data has been collected on the new product. Adjustments are made as new information
becomes available.

(k) Revenue and Cost Recognition

We manufacture proprietary products and other products. Revenue from sales of products are generally
recognized at the time title to the goods and the benefits and risks of ownership passes to the customer
which is typically when products are shipped based on the terms of the customer purchase agreement.

Revenue relating to long-term fixed price contracts is recognized using the percentage of completion
method. Under the percentage of completion method, contract revenues and related costs are recognized
based on the percentage that costs incurred to date bear to total estimated costs. Changes in job
performance, estimated profitability and final contract settlements may result in revisions to cost and
revenue, and are recognized in the period in which the revisions are determined. Contract costs include all
direct materials, subcontract and labor costs and other indirect costs. Selling, general and administrative
costs are charged to expense as incurred. At the time a loss on a contract becomes known, the entire
amount of the estimated loss is accrued.
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)

The aggregate of costs incurred and estimated earnings recognized on uncompleted contracts in excess of
related billings is shown as a current asset, and billings on uncompleted contracts in excess of costs incurred
and estimated earnings is shown as a current liability.

Government Grants

The Company recognizes government grants when it is probable that the Company will comply with the
conditions attached to the grant arrangement and the grant will be received. Government grants are
recognized in the consolidated statements of operations on a systematic basis over the periods in which the
Company recognizes the related costs for which the government grant is intended to compensate.
Specifically, when government grants are related to reimbursements for cost of revenues or operating
expenses, the government grants are recognized as a reduction of the related expense in the consolidated
statements of operations. For government grants related to reimbursements of capital expenditures, the
government grants are recognized as a reduction of the basis of the asset and recognized in the consolidated
statements of operations over the estimated useful life of the depreciable asset as reduced depreciation
expense.

The Company records government grants receivable in the consolidated balance sheets in accounts
receivable.

(m) Income Taxes

(n)

(o)

The Company accounts for income taxes under the asset and liability method. Deferred tax assets and
liabilities are recognized for the future tax consequences attributable to differences between the financial
statement carrying amounts of existing assets and liabilities and their respective tax basis and operating loss
and tax credit carry-forwards. Deferred tax assets and liabilities are measured using enacted tax rates
expected to apply to taxable income in the years in which those temporary differences are expected to be
recovered or settled. The valuation of deferred tax assets may be reduced if future realization is not assured.
The effect of a change in tax rates on deferred tax assets and liabilities is recognized in income tax expense
or benefit in the period that includes the enactment date. The Company has unexpired net operating losses
and research and development credits carrying forward into current years that date from the tax year 1998
and 2001, respectively. As such, all federal tax returns from 1998 to the present are subject to federal audit.

Research and Development

Costs of researching and developing new technology, or significantly altering existing technology, are
expensed as incurred.

Loss per Common Share

Basic earnings per share is computed by dividing income or loss available to common stockholders by the
weighted average number of common shares outstanding during the periods presented. Diluted earnings
per share is computed by dividing income o loss available to common stockholders by all outstanding and
potentially dilutive shares during the periods presented, unless the effect is antidilutive. At March 31, 2012,
2011 and 2010, respectively, issued but not yet earned common shares of 167,680, 62,199, and 98,929
were being held in safekeeping by the Company. For the fiscal years 2012, 2011 and 2010, shares in the
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(2)

amount of zero, 8,794, and 26,260, respectively, were potentially includable in the calculation of diluted
loss per share under the treasury stock method but were not included, because to do so would be
antidilutive. At March 31, 2012, 2011 and 2010, options to purchase 3,254,905, 2,971,251 and
2,637,875 shares of common stock, respectively, were outstanding. For the fiscal years ended March 31,
2012, 2011 and 2010, respectively, options for 3,201,569, 1,032,297, and 678,815 shares were not
included in the computation of diluted loss per share because the option exercise price was greater than the
average market price of the common stock. In-the-money options determined under the treasury stock
method to acquire 2,834 shares, 363,356 shares and 612,807 shares of common stock for the fiscal years
ended March 31, 2012, 2011 and 2010, respectively, were potentially includable in the calculation of
diluted loss per share but were not included, because to do so would be antidilutive.

(p) Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenue and expenses during the reporting period. Actual results
could differ from those estimates.

Stock Based Compensation

Stock Option Plans

As of March 31, 2012, we had 260,004 shares of common stock available for future grant to employees,
consultants and key suppliers under our 2002 Equity Incentive Plan (“Plan”). This Plan expired on April 2,
2012 by its terms. We adopted a new plan, the 2012 Equity Incentive Plan on April 11, 2012 (“2012 Plan”)
and authorized 1,300,000 shares of common stock which are available for future grant to employees,
consultants and key suppliers, subject to ratification by the Company’s shareholders. The term of the 2012
Plan is ten years. Under the 2012 Plan, the exercise price of each option is set at the fair value of the common
stock on the date of grant and the maximum term of the option is ten years from the date of grant. Options
granted to employees generally vest ratably over a three-year period. The maximum number of options that
may be granted to an employee under the Plan in any calendar year is 500,000 options. Forfeitures under the
Plan are available for re-issuance at any time prior to expiration of the Plan in 2022. Options granted under
the Plan to employees require the option holder to abide by certain Company policies, which restrict their
ability to sell the underlying common stock. Prior to the adoption of the 2012 Plan, we issued stock options
under our 2002 Equity Incentive Plan. Forfeitures under the 2002 Equity Incentive Plan may not be re-issued.

Non-Employee Director Stock Option Plan

In February 1994, our Board of Directors ratified a Stock Option Plan for Non-Employee Directors
(“Directors Plan”) pursuant to which Directors may elect to receive stock options in lieu of cash compensation
for their services as directors. On November 2, 2011 the board of directors approved an amendment to the
Directors Plan increasing the number of common stock available for future grant by 500,000 shares, subject to
ratification by the company’s shareholders. As of March 31, 2012, we had 448,509 shares of common stock
available for future grant under the Directors Plan. Option terms range from three to ten years from the date
of grant. Option exercise prices are equal to the fair value of the common shares on the date of grant. Options
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granted under the plan generally vest immediately. Forfeitures under the Directors Plan are available for re-
issuance at a future date.

Stock Purchase Plan

We have established a Stock Purchase Plan under which eligible employees may contribute up to 10 percent of
their compensation to purchase shares of our common stock at 85 percent of the fair market value at specified
dates. As of March 31, 2012 we had 455,621 shares of common stock available for issuance under the Stock
Purchase Plan. During the years ended March 31, 2012, 2011 and 2010, respectively, 41,158, 9,828 and
61,362 shares of common stock were issued under the Stock Purchase Plan. Cash received by us upon the
issuance of shares under the Stock Purchase Plan for the years ended March 31, 2012, 2011 and 2010, was
$60,960, $22,495 and $106,613, respectively.

Stock Bonus Plan

We have a Stock Bonus Plan (“Stock Plan”) administered by the Board of Directors. As of March 31, 2012
there were 550,320 shares of common stock available for future grant under the Stock Plan. On May 9, 2012,
the Board of Directors approved an amendment to the plan increasing the number of shares available for
future grant by 200,000 shares, subject to ratification by the company’s shareholders. Under the Stock Plan,
shares of common stock may be granted to employees, key consultants, and directors who are not employees as
additional compensation for services rendered. Vesting requirements for grants under the Stock Plan, if any,
are determined by the Board of Directors at the time of grant. There were 213,398, 243,076, and zero shares
granted under the Stock Plan during the years ended March 31, 2012, 2011, and 2010, respectively.

We use the straight-line attribution method to recognize share-based compensation costs over the requisite
service period of the award. Options granted by us generally expire ten years from the grant date. Options
granted to existing and newly hired employees generally vest over a three-year period from the date of the
grant. The exercise price of options is equal to the market price of our common stock (defined as the closing

price reported by the NYSE MKT) on the date of grant.

We use the Black-Scholes-Merton option pricing model for estimating the fair value of stock option awards.
Total share-based compensation expense and the classification of these expenses for the last three fiscal years

were as follows:

Year Ended Year Ended Year Ended
March 31,2012 March 31, 2011 March 31, 2010

Cost of contract services $ 21,592 90,189 84,331
Cost of product sales 98,807 105,714 76,809
Research and development 1,110 15,892 29,606
Production engineering 193,474 100,802 103,669
Selling, general and administrative 617,91 922,031 365,978
$ 932,902 1,234,628 660,393

Share-based compensation capitalized in inventories was insignificant as of March 31,2012 and 2011.

We adjust share-based compensation on a quarterly basis for changes to the estimate of expected equity award
forfeitures based on actual forfeiture experience. The effect of adjusting the forfeiture rate for all expense
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amortization is recognized in the period the forfeiture estimate is changed. The effect of forfeiture adjustments
during the years ended March 31, 2012, 2011 and 2010 was insignificant.

All options granted under the Non-Employee Director Stock Option Plan are vested. A summary of the status
of non-vested shares under the 2002 Equity Incentive Plan as of March 31, 2012, 2011 and 2010, and
changes during the years ended March 31, 2012, 2011 and 2010 are presented below:

Year Ended Year Ended Year Ended
March 31, 2012 March 31, 2011 March 31, 2010
Weighted- Weighted- Weighted-
Shares Average Shares Average Shares Average

Under Grant Date Under Grant Date Under Grant Date
Option Fair Value Option Fair Value Option Eair Value

Non-vested at April 1 475,934 $1.73 338,747 $1.93 283,454 $ 1.40
Granted - $ - - $ - - $ -
Vested - $ - - $ - - $ -
Forfeited (3,610) $1.79 (1.832) $1.61 - $ -
Non-vested at June 30 472,324 $1.73 336,915 $1.94 283,454 $ 1.40
Granted 389,588 $1.68 510,132 $1.37 - $ -
Vested (149,126) $1.41 (297,594) $1.21 (128,471) $1.47
Forfeited (931) $1.61 - $ - (5.873) $1.58
Non-vested at September 30 711,855 $1.77 549,453 $1.80 149,110 $1.35
Granted 25,000 $1.12 - $ - 193,304 $2.38
Vested (64,435) $2.38 (64,435) $2.38 - $ -
Forfeited (1,985) $1.61 (7.119) $1.58 - $ -
Non-vested at December 31 670,435 $1.69 477,899 $1.73 342,414 $1.93
Granted - $ - - $ - - $ -
Vested - $ - - $ - (3,667) $1.78
Forfeited (1,713) $1.61 (1,965) $1.45 - $ -
Non-vested at March 31 68,722 $ 1.69 475,934 $1.73 338,747 $193

As of March 31, 2012, there was $660,870 of total unrecognized compensation cost related to stock options
granted under our stock option plans. The unrecognized compensation cost is expected to be recognized over a
weighted average period of 23 months. The total fair value of stock options that vested during the years ended
March 31, 2012, 2011 and 2010 was $363,238, $512,720 and $194,945, respectively.

A summary of the non-vested shares under the Stock Bonus Plan as of March 31, 2012, 2011 and 2010, and
changes during the years ended March 31, 2012, 2011 and 2010 are presented below:
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Year Ended Year Ended Year Ended
March 31,2012 March 31, 2011 March 31, 2010
Weighted- Weighted- Weighted-
Shares Average Shares Average Shares Average
Under Grant Date Under Grant Date Under Grant Date
Contract Fair Value Contract Fair Value Contract Fair Value
Non-vested at April 1 62,199 $2.50 98,929 $2.97 225,870 $3.08
Granted - $ - - $ - - $ -
Vested - $ - - $ - - $ -
Forfeited - $ - - $ - - $ -
Non-vested at June 30 62,199 $2.50 98,929 $297 225,870 $ 3.08
Granted 213,398 $2.34 235,173 $2.51 - $ -
Vested (107,917) $2.28 (139,767) $2.57 (45,342) $3.20
Forfeited - $ - - $ - - $ -
Non-vested at September 30 167,680 $2.44 194,335 $2.70 180,528 $3.05
Granted - $ - 7,903 $1.92 - $ -
Vested - $ - (140,039) $2.74 (81,599) $3.14
Forfeited - $ - - $ - - $ -
Non-vested at December 31 167,680 $2.44 62,199 $2.50 98,929 $297
Granted - $ - - $ - - $ -
Vested - $ - - $ - - $ -
Forfeited - $ - - $ - - $ -
Non-vested at March 31 167,680 $2.44 62,199 $2.50 98,929 $2.97

As of March 31, 2012 there was $288,786 of total unrecognized compensation cost related to common stock
granted under our Stock Bonus Plan. The unrecognized compensation cost is expected to be recognized over a
weighted average period of 25 months. The total fair value of common stock granted under the Stock Bonus
Plan that vested during the years ended March 31, 2012, 2011 and 2010 was $245,745, $743,454, and
$401,384, respectively.

During the years ended March 31, 2012, 2011 and 2010 options to acquire 569,710, 629,965, and 246,840
shares of common stock, respectively, were granted under our 2002 Equity Incentive and Non-Employee
Director Stock Option Plans. The weighted average estimated values of employee and director stock option
grants, as well as the weighted average assumptions that were used in calculating such values during the years
ended March 31, 2012, 2011 and 2010, were based on estimates at the date of grant as follows:

Year Ended March 31,

2012 2011 2010

Weighted average estimated
fair value of grant $ 2.29 per option $ 1.33 per option $ 2.35 per option

Expected life (in years) 5.8 years 4.1 years 3.2 years
Risk free interest rate 2.59 % 1.56 % 2.18 %
Expected volatility 73.96 % 73.46 % 75.89 %
Expected dividend yield 0.0 % 0.0 % 0.0 %

Expected volatility is based on historical volatility. Options granted to members of the board of directors and
executives with option terms of less than ten years utilize the simplified calculation of expected life described
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by SAB 107 because we do not have sufficient historical experience for option grants with option terms of less
than ten years. The expected life of all other options granted is based on historical experience.

Additional information with respect to stock option activity during the year ended March 31, 2012 under our
2002 Equity Incentive Plan is as follows:

Weighted
Weighted Average

Shares Average Remaining Aggregate

Under Exercise Contractual Intrinsic

Option Price Life Value
Ourstanding at April 1, 2011 2,630,491 $3.00 3.7 years $ 959,001
Granted - $ -
Exercised - $ - $ -
Forfeited (6,309) $3.08
Outstanding at June 30, 2011 2,624,182 $3.00 3.5 years $ 39,661
Granted 389,588 $2.40
Exercised - $ - $ -
Forfeited (35.931) $3.54
Outstanding at September 30, 2011 2,977,839 $2.92 4.1 years $ -
Granted 25,000 $2.10
Exercised - $ - $ -
Forfeited (1,985) $2.40
Ourstanding at December 31, 2011 3,000,854 $291 3.9 years $ -
Granted - $ -
Exercised - $ - $ -
Forfeited 218,398) $4.14
Outstanding at March 31, 2012 2,782,456 $2.81 4.0 years $ -
Exercisable at March 31, 2012 2,113,734 $2.87 2.7 years $ -
Vested and expected to vest at March 31, 2012 2 22 $2.82 3.9 vears $ -
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Additional information with respect to stock option activity during the year ended March 31, 2011 under our
2002 Equity Incentive Plan is as follows:

Weighted
Weighted Average

Shares Average Remaining Aggregate

Under Exercise Contractual Intrinsic

Option Price Life Value
Outstanding at April 1, 2010 2,377,075 $3.45 3.9 years $ 2,509,155
Granted - $ -
Exercised (1,000) $3.57 $ 600
Forfeited (3.166) $3.57
Outstanding at June 30, 2010 2,372,909 $3.45 3.7 years $ 1,264,435
Granted 510,132 $2.52
Exercised - $ - $ -
Forfeited (6,334) $3.59
Outstanding at September 30, 2010 2,876,707 $3.28 4.0 years $ 328,687
Granted - $ -
Exercised - $ - $ -
Forfeited (7,119) $2.37
Outstanding at December 31, 2010 2,869,588 $3.29 3.7 years $ 74,736
Granted - $ -
Exercised (30,966) $2.12 $ 35,590
Forfeited (208,131) $7.07
Outstanding at March 31, 2011 2,630,491 . $3.00 .7 years $ _959.001
Exercisable at March 31, 2011 2,154,557 $2.99 3.2 years $ _759.243
Vested and expected to vest at March 31, 2011 2,612,913 $3.00 3.7 years $ 950,395
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Additional information with respect to stock option activity during the year ended March 31, 2010 under our
2002 Equity Incentive Plan is as follows:

Weighted
Weighted Average

Shares Average Remaining Aggregate

Under Exercise Contractual Intrinsic

Option Price Life Value
Outstanding at April 1, 2009 2,740,815 $3.66 4.7 years $ -
Granted - $ -
Exercised - $ - $ -
Forfeited - $ -
Outstanding at June 30, 2009 2,740,815 $3.66 4.4 years $ 341,705
Granted - $ -
Exercised (254,094) $2.71 $ 535,449
Forfeited (5.873) $2.66
Outstanding at September 30, 2009 2,480,848 $3.76 4.0 years $ 5,803,280
Granted 193,304 $4.73
Exercised (79,009) $ 3.55 $ 722,353
Forfeited (667) $3.57
Outstanding at December 31, 2009 2,594,476 $3.84 3.9 years $ 8,237,679
Granted - $ -
Exercised (21,444) $2.39 $ -
Forfeited (195.957) $8.75
Outstanding at March 31, 2010 2.377.075 $3.45 3.9 years $ 2,509,155
Exercisable at March 31, 2010 2,038,328 $3.40 3.7 years $ 2,257,051
Vested and expected to vest at March 31, 2010 2,362,503 $ 3.40 3.9 years $ 2,494,713

46



UQM TECHNOLOGIES, INC.
AND SUBSIDIARIES

Notes to Consolidated Financial Statements, Continued

Additional information with respect to stock option activity during the year ended March 31, 2012 under our
non-employee director stock option plan is as follows:

Weighted
Weighted Average
Shares Average Remaining Aggregate
Under Exercise Contractual Intrinsic
_Option _Price _Life Value

Outstanding at April 1, 2011 329,786 $2.86 3.1 years $ 129,642
Granted - $ -
Exercised - $ - $ -
Forfeited - $ -
Outstanding at June 30, 2011 329,786 $2.86 2.9 years $ 9,734
Granted 155,122 $2.04
Exercised - $ - $ -
Forfeited (25.996) $2.33
Outstanding at September 30, 2011 458,912 $2.61 3.7 years $ -
Granted - $ -
Exercised - $ - $ -
Forfeited 13,158 $ 3.40
Outstanding at December 31, 2011 445,754 $2.59 3.6 years $ -
Granted - $ -
Exercised - $ - $ -
Forfeited - $ -
Outstanding at March 31, 2012 445,754 $2.59 3.3 years $_-
Exercisable at March 31, 2012 445,754 $2.59 3.3 vears $_-
Vested and expected to vest at March 31, 2012 445,754 $2.59 3.3 years $_-
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Additional information with respect to stock option activity during the year ended March 31, 2011 under our
non-employee director stock option plan is as follows:

Weighted
Weighted Average

Shares Average Remaining Aggregate

Under Exercise Contractual Intrinsic

Option Price Life Value
Ourstanding at April 1, 2010 256,653 $3.15 2.6 years $ 303,651
Granted - $ -
Exercised - $ - $ -
Forfeited 977) $7.63
Outstanding at June 30, 2010 255,676 $3.13 2.4 years $ 143,003
Granted 100,136 $2.63
Exercised - $ - $ -
Forfeited (24.039) $3.57
Outstanding at September 30, 2010 331,773 $2.96 3.3 years $ 45,771
Granted 19,697 $1.92
Exercised - $ - $ -
Forfeited (21.684) $3.40
Outstanding at December 31, 2010 329,786 $2.86 3.4 years $ 14,384
Granted - $ -
Exercised - $ - $ -
Forfeited — $ -
Outstanding at March 31, 2011 329.786 $2.86 3.1 vears $ 129,642
Exercisable at March 31, 2011 329,786 $2.86 3.1 years $129.642
Vested and expected to vest at March 31, 2011 329,786 $2.86 3.1 years $129.642

48



UQM TECHNOLOGIES, INC.
AND SUBSIDIARIES

Notes to Consolidated Financial Statements, Continued

Additional information with respect to stock option activity during the year ended March 31, 2010 under our
non-employee director stock option plan is as follows:

Weighted
Weighted Average

Shares Average Remaining Aggregate

Under Exercise Contractual Intrinsic

Qption Price Life Value
Outstanding at April 1, 2009 222,919 $2.77 2.7 years $ -
Granted - $ -
Exercised - $ - $ -
Forfeited - $ -
Outstanding at June 30, 2009 222,919 $2.77 2.5 years $ 48,096
Granted - $ -
Exercised (19,802) $3.20 $ 13,861
Forfeited - $ -
Outstanding at September 30, 2009 203,117 $2.73 2.5 years $ 614,947
Granted 53,536 $4.73
Exercised - $ - $ -
Forfeited - $ -
Outstanding at December 31, 2009 256,653 $3.15 2.9 years $ 950,797
Granted - $ -
Exercised - $ - $ -
Forfeited - $ -
Outstanding at March 31, 2010 256,653 $3.15 2.6 years $ 303.651
Exercisable at March 31, 2010 256.653 $3.15 2.6 years $ 303,651
Vested and expected to vest at March 31, 2010 256.653 $3.15 2.6 years $ 303,651

Cash received by us upon the exercise of stock options for the years ended March 31, 2012, 2011 and 2010
was zero, $69,116 and $1,084,863, respectively. The source of shares of common stock issuable upon the
exercise of stock options is from authorized and previously unissued common shares.
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(3) Costs and Estimated Earnings in Excess of Billings on Uncompleted Contracts and Billings in Excess
of Costs and Estimated Earnings on Uncompleted Contracts

At March 31, 2012, the estimated period to complete contracts in process ranged from one to ten months, and
we expect to collect substantially all related accounts receivable arising therefrom within sixty days of billing,.

The following summarizes contracts in process:

March 31,2012  March 31, 2011

Costs incurred on uncompleted contracts $ 1,206,786 $ 4,105,858
Estimated earnings 380,713 424,184

1,587,499 4,530,042
Less billings to date (1.516,324) (4,418.993)

$ _71.175 $ _111.049

Included in the accompanying balance sheets as follows:
Costs and estimated earnings in excess of billings on

uncompleted contracts $ 78376 $ 126,775
Billings in excess of costs and estimated earnings on
uncompleted contracts (7,.201) 15,726

$ 71,175 $ _111.049
(4) Inventories

Inventories consist of:

March 31,2012 March 31, 2011

Raw materials $ 7,189,930 $ 1,769,614
Work-in-process 710,603 388,647
Finished products 2,663,615 55,180

$ 10,564,148 $2.213.441

Our raw material inventory is subject to obsolescence and potential impairment due to bulk purchases in excess
of customers’ requirements. We periodically assess our inventory for recovery of its carrying value based on
available information, expectations and estimates, and adjust inventory carrying-value to the lower of cost or
market for estimated declines in the realizable value. For the fiscal years ended March 31, 2012, 2011 and
2010, we impaired obsolete inventory with a carrying value of $10,169, $10,160 and $26,714, respectively.

(5) Government Grants

We have a $45,145,534 grant (the “Grant”) with the DOE under the American Recovery and Reinvestment
Act. The Grant provides funds to facilitate the manufacture and deployment of electric drive vehicles, batteries
and electric drive vehicle components in the United States. Pursuant to the terms of the Agreement, the DOE
will reimburse us for 50 percent of qualifying costs for the purchase of facilities, tooling and manufacturing
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equipment, and for engineering related to product qualification and testing of our electric propulsion systems
and other products. The period of the Grant is through January 12, 2015.

We recognize government grants when it is probable that the Company will comply with the conditions
attached to the grant arrangement and the grant will be received.

Funding for qualifying project costs incurred is initially limited to $32.0 million until we provide the DOE
with an updated total estimated cost of the project along with evidence of firm commitments for our 50
percent share of the total estimated cost of the project no later than July 12, 2013. If all such funds have not
been secured, we must submit, by such date, a funding plan to obtain the remainder of such funds, which is
acceptable to the DOE. In the event we do not satisfy the foregoing contingency, the Grant may be
terminated. In addition, the Grant may be terminated at any time at the convenience of the government.

The Grant is also subject to our compliance with certain reporting requirements. The American Recovery and
Reinvestment Act imposes minimum construction wages and labor standards for projects funded by the Grant.

If we dispose of assets acquired using Grant funding, we may be required to reimburse the DOE upon such
sale date if the fair value of the asset on the date of disposition exceeds $5,000. The amount of any such
reimbursement shall be equal to 50 percent of the fair value of the asset on the date of disposition.

While UQM has exclusive patent ownership rights for any technology developed with Grant funds, we are
required to grant the DOE a non-exclusive, non-transferable, paid-up license to use such technology.

In the fiscal year ended March 31, 2011, we recognized reimbursements of $1,546,446 for certain engineering
costs incurred from August 5, 2009, through March 31, 2010 upon the satisfaction of certain conditions
contained in the Grant.

At March 31, 2012 we had received reimbursements from the DOE under the American Recovery and
Reinvestment Act totaling $16,464,981 and had grant funds receivable of $280,674.

The application of grant funds to eligible capital asset purchases under the DOE Grant as of March 31, 2012
and 2011 are as follows:

March 31, 2012
Purchase Cost Grant Funding  Recorded Value

Land $ 896,388 448,194 448,194
Building 9,865,371 4,932,685 4,932,686
Machinery and Equipment 7,163,597 3,581.799 3.581,798

$17.925.356 8,962,678 8,962,678
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(6)

(7)

March 31, 2011
Purchase Cost Grant Funding  Recorded Value

Land $ 896,388 448,194 448,194
Building 9,611,560 4,805,780 4,805,780
Machinery and Equipment 5.437.965 2,718,982 2,718,983

$15.945.913 7.972.956 7,972,957

Impairment of Long-Lived Assets

During the fiscal year ended March 31, 2012, 2011 and 2010, we recorded total impairment charges of
$27,845, zero and zero, respectively for the impairment of long-lived assets.

Impairments for the fiscal year ended March 31, 2012 consist solely of capitalized costs, principally legal fees,
associated with the preparation and filing of patent applications that were subsequently abandoned. Because
no patents were issued, none of these patent application costs were amortized prior to their impairment.

Patents and Trademarks

Patents owned by the Company, had a gross carrying amount of $1,039,095 and $1,045,699, accumulated
amortization of $816,259 and $781,608, and a net carrying amount of $222,836 and $264,091, at March 31,
2012 and 2011, respectively. Trademarks owned by the Company had a gross carrying amount of $173,587
and $173,587, accumulated amortization of $59,743 and $55,256, and a net carrying value of $113,844 and
$118,331 at March 31, 2012 and 2011, respectively. Amortization expense for the years ended March 31,
2012, 2011 and 2010, was $39,137, $47,539, and $55,730, respectively. Patents and trademarks are
amortized on a straight-line basis over the estimated useful life of the asset, typically 17 years for patents, and
40 years for trademarks.

Estimated future amortization of these intangible assets by fiscal year is as follows:

Patents . Trademarks

2013 $ 35,022 4,487
2014 32,489 4,487
2015 23,766 4,487
2016 18,801 4,487
2017 18,801 4,487
Thereafter 93,957 91,409

$222.836 113,844
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(8) Other Current Liabilities

Other current liabilities consist of:

Accrued payroll and employee benefits

Accrued personal property and real estate taxes

Accrued warranty costs
Unearned revenue
Accrued royalties
Construction retainage

Other

March 31,2012

$ 206,919
229,470
154,978

1,705,715
31,493

526
$2.329.101

March 31,2011

193,670
223,714
89,463
219,751
71,398
97,756
7,954
903,706

Under the terms of the Supply Agreement with CODA, as amended, we are reimbursed by CODA for magnet
PPy Ag y

purchase costs above a baseline amount specified in the Agreement. Magnet purchase costs above the baseline

amount are recorded as unearned revenue at the time of payment to the vendor. Unearned revenue also

includes payments from customers in advance of shipment of the purchased product.

(9) Income Taxes

Income tax benefit attributable to loss from operations differed from the amounts computed by applying the

U.S. federal income tax rate of 34 percent as a result of the following:

Computed “expected” tax benefit
Increase (decrease) in taxes resulting from:
Adjustment of expiring net operating loss
carry-forwards
Increase (decrease) in valuation allowance for
net deferred tax assets
Other, net

Income tax benefit

Year Ended
March 31,2012

$(1,675,697)

382,741

1,222,257
70,699

Year Ended
March 31,2011

(677,402)

1,035,833

(530,092)
171,661

Year Ended
March 31, 2010

(1,407,897)

447,958

812,511
_147.428

The tax effects of temporary differences that give rise to significant portions of the net deferred tax asset are

presented below:
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Deferred tax assets:

March 31,2012

March 31,2011

Research and development credit carry-forwards $ 4,073 48,517
Net operating loss carry-forwards 21,182,834 19,785,422
Deferred compensation 275,156 505,919
Property and equipment 294,626 284,071
Intangible assets 55,067 41,413
Stock compensation 722,039 875,329
Other 382,452 153,319
Total deferred tax assets 22,916,247 21,693,990
Deferred tax liabilities:
Intangible assets - -
Total deferred tax liabilities - -
Net deferred tax assets 22,916,247 21,693,990
Less valuation allowance (22.916.247) (21.693.990)
Net deferred tax assets, net of valuation allowance $ - -

As of March 31, 2012, we had net operating loss carry-forwards (NOL) of approximately $62.4 million for
U.S. income tax purposes that expire in varying amounts through 2032. Approximately $5.3 million of the net
operating loss carry-forwards are attributable to stock options, the benefit of which will be credited to
additional paid-in capital if realized. However, due to the provisions of Section 382 of the Internal Revenue
Code, the utilization of a portion of these NOLs may be limited. Future ownership changes under Section 382
could occur that would result in additional Section 382 limitations, which could further restrict the use of
NOLs. In addition, any Section 382 limitation could reduce our ability for utilization to zero if we fail to
satisfy the continuity of business enterprise requirement for the two-year period following an ownership
change.

The valuation allowance for deferred tax assets of $22.9 million and $21.7 million at March 31, 2012 and
2011, respectively, relates principally to the uncertainty of the utilization of certain deferred tax assets,
primarily net operating loss carry forwards in various tax jurisdictions. The Company continually assesses both
positive and negative evidence to determine whether it is more-likely-than-not that the deferred tax assets can
be realized prior to their expiration. Based on the Company’s assessment it has determined the deferred tax
assets are not currently realizable.

We have not recorded any potential liability for uncertain tax positions taken on our tax returns.
We may, from time to time, be assessed interest or penalties by major tax jurisdictions, although any such
assessments historically have been minimal and immaterial to our financial results. Penalties are recorded in

selling, general and administrative expenses and interest paid or received is recorded in interest expense or
interest income, respectively, in the consolidated statements of operations.
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(10) Stockholders’ Equity

In the fiscal year ended March 31, 2010 we completed a follow-on offering of 8,625,000 shares of our
common stock. Cash proceeds, net of offering costs, were $31,664,373.

(11) Significant Customers

We have historically derived significant revenue from a few key customers. Revenue from CODA totaled
$4,313,728, $1,301,224 and $573,250 for the fiscal years ended March 31, 2012, 2011 and 2010,
respectively, which was 43 percent, 14 percent, 7 percent of consolidated total revenue, respectively.

Trade accounts receivable from CODA were 61 percent and 16 percent of consolidated total accounts
receivable as of March 31, 2012 and 2011, respectively. Inventories consisting of raw materials, work-in-

progress and finished goods for this customer totaled $8,048,999 and $832,320 as of March 31, 2012 and
2011.

Revenue derived from contracts with agencies of the U.S. Government and from subcontracts with U.S.
Government prime contractors totaled $684,489, $1,112,307, and $2,488,321 for the years ended March 31,
2012, 2011 and 2010, respectively, which was 7 percent, 12 percent, and 29 percent of total consolidated
revenue, respectively. Accounts receivable from government-funded contracts represented 9 percent and 49
percent of total accounts receivable as of March 31, 2012 and 2011, respectively. Of these amounts, revenue
derived from subcontracts with AM General LLC totaled $55,724, $792,508, and $1,807,063 which
represented 1 percent, 9 percent, and 21 percent of our consolidated total revenue for the fiscal years ended
March 31, 2012, 2011 and 2010, respectively. This customer also represented 2 percent and nil of total
accounts receivable at March 31, 2012 and 2011, respectively. Inventories consisting of raw materials, work-
in-process and finished goods for AM General LLC totaled zero at both March 31, 2012 and 2011.

(12) Fair Value of Financial Instruments

The following methods and assumptions were used to estimate the fair value of each class of financial
instruments:

Cash and cash equivalents, certificates of deposit, accounts receivable and accounts payable:
The carrying amounts approximate fair value because of the short maturity of these instruments.
Investments:

The carrying value of these instruments is the amortized cost of the investments which approximates fair value.

See Note 1(d).
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(13) Fair Value Measurements
Liabilities measured at fair value on a recurring basis as of March 31, 2012 are summarized below:

Fair Value Measurements at Reporting Date Using

Quoted Prices
In Active Significant
Markets Other Significant

For Identical Observable Unobservable
Liabilities Inputs Inputs

Total (Level 1) (Level 2) (Level 3)
Deferred Compensation under
executive employment agreements ) $ 715,107 - - $ 715,107

Note (1) $152,007 included in current liabilities and $563,100 included in long term liabilities on our consolidated
balance sheet as of March 31, 2012.

Liabilities measured at fair value on a recurring basis as of March 31, 2011 are summarized below:

Fair Value Measurements at Reporting Date Using

Quoted Prices
In Active Significant
Markets Other Significant

For Identical Observable Unobservable
Liabilities Inputs Inputs

Total (Level 1) (Level 2) (Level 3)
Deferred Compensation under
executive employment agreements ) $ 1,316,372 - - 1,316,372

Note (1) $739,200 included in current liabilities and $577,172 included in long term liabilities on our consolidated
balance sheet as of March 31, 2011.

Deferred compensation under executive employment agreements represents the future compensation
potentially payable under the retirement and voluntary termination provisions of executive employment
agreements (see also note 16). The value of the Level 3 liability in the foregoing table was determined under
the income approach, using inputs that are both unobservable and significant to the value of the obligation
including changes in the Company’s credit worthiness and changes in interest rates.
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A summary of the liability measured at fair value on a recurring basis using significant unobservable inputs

(Level 3) follows:

Fair Value Measurements Using Significant
Unobservable Inputs

(Level 3) for the
_ FiscalYearEnded
March 31, 2012 March 31, 2011
Deferred Deferred
Compensation Compensation
On Executive On Executive
Employment Employment
Agreements Agreements
Balance at beginning of fiscal year $ 1,316,372 $ 1,155,416
Transfers into Level 3 - -
Transfers out of Level 3 - -
Total gains or losses (realized and unrealized):
Included in earnings 137,935 160,956
Included in other comprehensive income - -
Settlements (739,200) -
Balance at the end of fiscal year $ 715,107 $ 1,316,372
Loss for the period included in earnings attributable
to the Level 3 liability still held at the end of the period $__137.935 $_160

(14) 401(k) Employee Benefit Plan

We have established a 401(k) Savings Plan (“401K Plan”) under which eligible employees may contribute up
to 15 percent of their compensation. Employees over the age of 18 are eligible immediately upon hire to
participate in the 401K Plan. At the direction of the participants, contributions are invested in several
investment options offered by the 401K Plan. We currently match 33 percent of participants’ contributions,
subject to certain limitations. These matching contributions vest ratably over a three-year period. Matching
contributions to the 401K Plan were $135,825, $96,074, and $84,262, for the years ended March 31, 2012,
2011, and 2010, respectively.

(15) Segments

Effective April 1, 2011 the Company merged its wholly-owned subsidiary UQM Power Products, Inc. into
UQM Technologies, Inc. As a result of this merger the operations of each of these entities are no longer
managed or reported upon to management separately, and accordingly, the Company is no longer presenting
segment information in its financial statements.

Last fiscal year we had two reportable segments: technology and power products. These reportable segments
were strategic business units that offered different products and services. They were managed separately because
each business required different business strategies. The technology segment encompassed our technology-based
operations including core research to advance our technology, application and production engineering and
product development and job shop production of prototype components. The power products segment
encompassed the manufacture and sale of motors and electronic controllers. Salaries of the executive officers
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and corporate general and administrative expense were allocated to each segment annually based on factors
established at the beginning of the fiscal year. The percentages allocated to the technology segment and power
products segment for the fiscal years ended March 31, 2011 and March 31, 2010 were 76 percent and 24
percent, and 82 percent and 18 percent, in each year.

Intersegment sales or transfers, which were eliminated upon consolidation, were $767,935 and $522,925 for
the two years ended March 31, 2011 and 2010, respectively.

The Company leased office, production and laboratory space in a building owned by a wholly-owned
subsidiary of the Company. During the fiscal years ended March 31, 2011 and 2010, this wholly-owned
subsidiary’s operations were included as part of the former Power Products segment. Intercompany lease
payments were based on a negotiated rate for the square footage occupied and were $298,593 and $183,600 for
the years ended March 31, 2011 and 2010, respectively, and were eliminated upon consolidation.

The following table summarizes significant financial statement information after deducting intersegment
eliminations of each of the reportable segments as of and for the year ended March 31, 2011:

Power
Technology Products Total

Revenue 5,884,486 3,136,816 9,021,302
89,343 1,999 91,342
(462,312) (402,260) (864,572)
(3,924) (6,236) (10,160)
(1,015,085) (977,273)  (1,992,358)
29,474,989 12,328,931 41,803,920
(1,297,816) (6,099,992) (7,397,808)

Interest income

Interest expense

Depreciation and amortization
Impairment of inventories
Segment loss

Total assets

RSl R A R IR R Y

Expenditures for long-lived segment assets

The following table summarizes significant financial statement information after deducting intersegment
eliminations of each of the reportable segments as of and for the year ended March 31, 2010:

Segment loss
Total assets
Expenditures for long-lived segment assets

(3,681,599) (459.273)  (4,140,872)
34,214,998 8,467,575 42,682,573
(718,040)  (8,530,736)  (9,248,776)

Power
Technology Products Total
Revenue $ 6,236,177 2,455,776 8,691,953
Interest income $ 62,141 2,775 64,916
Interest expense $ - (15,697) (15,697)
Depreciation and amortization $ (389,725) (213,370) (603,095)
Impairment of inventories $ (26,714) - (26,714)
)
$
$
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(16) Commitments and Contingencies

Employment Agreements

The Company has entered into employment agreements with Messrs. Ridenour, French, Burton, Lutz and
Schaffer. Subsequent to the end of the fiscal year, on May 1, 2012 the Company entered into an employment
agreement with Joseph Mitchell, who succeeded Mr. Burton who left the Company. Mr. Ridenour has agreed
to serve in his present capacity for a five year term expiring on August 31, 2015. Messts. French, and Lutz
have agreed to serve in their present capacity for a term expiring on August 22, 2012. Mr. Schaffer has agreed
to serve in his present capacity for a three year term expiring on November 30, 2014. Mr. Mitchell has agreed
to serve as Vice president of Operations for a three year term expiring May 31, 2015. Pursuant to the
employment agreements, Messrs. Ridenour, French, Lutz, Schaffer and Mitchell shall receive an annual base
salary of $425,000, $255,000, $199,000, $200,000 and $200,000, respectively. Each executive also receives an

automobile allowance and may receive bonuses, stock awards and stock options.

In accordance with the terms of Mr. Burton’s employment agreement dated August 13, 2010, upon Mr.
Burton’s leaving the employ of the Company, he received a severance payment of $152,007, representing one
months’ pay for each year of service with the Company and his employment agreement was terminated.

M. Ridenour’s employment agreement provides that if employment is terminated by the Company or the
executive without cause during or after the term of the agreement, Mr. Ridenour shall receive the greater of
one year base pay or two months of base pay for each year of service as an officer. If Mr. Ridenour voluntarily
terminates his employment and provides at least six months’ notice, he shall receive six month’s base pay. If
the executive does not provide at least six months’ notice, he shall receive two months base salary, unless the
Company is in default under the agreement, which shall be considered termination by the Company without
cause. If the executive provides at least six months’ notice of his voluntary retirement after attaining 60 years of
age, executive shall receive a total payment consisting of two months base pay for each year of service as an
officer up to a2 maximum total payment of 24 months base pay.

Mr. French’s employment agreement provides that if employment is terminated by the Company or the
executive without cause during or after the term of the agreement upon attaining twenty years of service as an
officer, or upon retirement after attaining age 62 1/2, the officer shall reccive 24 months base salary. If the
officer voluntarily terminates his employment after attaining twenty years of service as an officer and provides
at least six months’ notice, he shall receive one month of base pay for each year of service as an officer up to a
maximum payment of 24 months base pay. If the executive has less than twenty years of service or does not
provide at least six months’ notice, he shall receive three months base salary, unless the Company is in default
under the Agreement, which shall be considered termination by the Company without cause.

Messts. Lutz, Schaffer and Mitchell’s employment agreements provide that if employment is terminated by the
Company or the executive without cause during or after the term of the agreement, the officer shall receive the
greater of six months base pay or one month of base pay for each year of service as an officer. If the officer
voluntarily terminates his employment and provides at least six months™ notice, he shall receive six months
base pay. If the executive does not provide at least six months’ notice, he shall receive two months base salary,
unless the Company is in default under the Agreement, which shall be considered termination by the
Company without cause. If the Executive provides at least six months’ notice of his voluntary retirement after
attaining 62 1/2 years of age, executive shall receive a total payment consisting of one month of base pay for
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each year of service as an officer plus six months of base pay, up to a maximum total payment of 24 months
base pay.

Messrs. Ridenour, French, Lutz, Schaffer and Mitchell's employment agreements provide that upon
termination by the Company following a hostile change of control of the Company, the officer shall receive
twice the payment due on a termination by the Company. If an officer dies during employment, his estate
shall receive three months base pay. If the officer elects to retire at 60 years of age in the case of Mr. Ridenour,
or in the cases of Messrs. French, Lutz Schaffer and Mitchell at 62 1/2 years of age, or upon attaining 20 years
of service with the Company, the officer shall be entitled to continue to participate in the Company’s group
health insurance plan (at the same cost as employees) until attaining age 65.

The employment agreements further provide that the Company shall maintain at its expense, life insurance
coverage on Messrs. Ridenour, French, Lutz, Schaffer and Mitchell payable to their designees in an amount
equal to three times the annual compensation payable to each executive.

The aggregate future base salary payable to Messrs. Ridenour, French, Burton, Lutz, and Schaffer under their
employment agreements over their remaining terms is $2,203,083. Future payments under Mr. Mitchell’s
employment agreement are not included because he will not join the Company until June 1, 2012. The
Company has recorded a liability of $715,107 representing the potential future compensation payable to these
executive officers under the retirement and voluntary termination provisions of their employment agreements.

Lease Commitments
At March 31, 2012 there were no operating leases.

Rental expense for the years ended March 31, 2012, 2011 and 2010, respectively, was zero, $30,938 and
$62,827.

Litigation
We are involved in various claims and legal actions arising in the ordinary course of business. In the opinion of

management, and based on current available information, the ultimate disposition of these matters is not
expected to have a material adverse effect on our financial position, results of operations or cash flow.

(17) Interim Financial Data (Unaudited)

Quarters Ended
June 30 September 30 December 31 March 31
Fiscal year 2012
Sales $ 1,315,060 2,334,223 2,719,323 3,774,850
Gross profit $ 587,895 1,020,541 578,529 793,030
Net loss $(1,043,543) (1,586,185) (846,416) (1,452,376)
Net loss per common share basic and diluted: $ (0.03 (0.04) (0.03 0.04)
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Fiscal year 2011
Sales

Gross profit
Net loss

Net loss per common share basic and diluted:

Fiscal year 2010
Sales

Gross profit
Net loss

Net loss per common share basic and diluted:

(18) Valuation and Qualifying Accounts

Year ended March 31, 2012

Accrued warranty cost

Allowance for doubtful accounts- deducted
from accounts receivable

Year ended March 31, 2011

Accrued warranty cost

Year ended March 31, 2010

Accrued warranty cost

Quarters Ended
June 30 September 30 December 31 March 31
$ 2,555,324 2,027,558 2,090,474 2,347,946
$ 964,072 226,609 439,834 762,188
$ (486,870) (377,793) (932,520) (195,175)
$ (0.01) (0.01) (0.03) 0.01)
Quarters Ended
June 30 September 30 December 31 March 31
$2,129,319 2,270,542 2,007,214 2,284,878
$ 604,161 817,816 642,391 652,765
$ (629,116) (496,037) (1,984,469) (1,031,250)
$ (0.02) (0.02) (0.06) (0.03)
Additions
Balance at  Charged to Charged to
Beginning  Costsand  to Other Balance at
of Year Expenses  Accounts Deductions End of Year
$ 89,463 196,815 - 131,300 @ 154,978
$ - 127,697 - - 127,697
$ 75,903 142,598 - 129,038 W 89,463
$ 84,445 158,723 - 167,265 W 75,903

Note (A) Represents actual warranty payments for units returned under warranty.
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