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Stock Rating:

Cdn$0.52

Sector Perform
(Was Outperform)

Target: Cdn$0.75
(Was $0.95)
Risk Rating: Above Average
(Unchanged)
Est. Total Return 44%
Stock Data:
52-week High-Low (Canada) $1.05 - $0.385
Bloomberg/Reuters: Canada ETXCN/ETX.TO
(Year-End Dec. 31)
(US$) 2010a  201le 2012e
Revenue (min) $ 116 $ 516 $ 699
Capacity (net MW) 39.1 58.5 69.9
EBITDA ($min) $ (@B1)$ 334 $ 397
adj. EBITDA ($mln) $ 32 $§ 419 $ 482
Net Income (min) $ (151 $ (29.1) $ (10.6)
EPS (diluted) $ (011) $ (009 $ (0.06)
PIE nmf nmf nmf
EV/adj. EBITDA $ 114 $ 11.8

Financial Data:

Market Capitalization (Cdn$min) $ 108
Total Debt" (min) $ 4080
Cash and short term investments* (mln) $ 392
Shares Outstanding1 (basic min) 187.5
Shares Outstanding1 (FD min) 208.6

Source: Thomson Financial and NBF estimates
! Quarter ended Sept. 30, 2011

Industry Rating: Market Weight
(NBF Economics & Strategy Group)

Company Profile:

Etrion is an Independent Power Producer (IPP) that focuses
on solar energy. It currently sells 60 MW worth of electric
capacity in Italy. The company’s focus is to aggressively
increase its capacity over the next several years to take
advantage of power prices for solar projects that are
currently favourable in several markets.
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Etrion Corporation

Q3 Results

Reducing target on sluggish growth

HIGHLIGHTS

B Q3 sees record revenue offset by expenses

The company reported revenues of $18.2 min vs. our $16.5 min
(cons. $17.8 min) and EBITDA of $14.3 min, higher than our
$12.1 min (cons. $15.4 min). Some of the added EBITDA was
due to lower than expected G&A costs ~$0.8 min. EPS of
$(0.02) was slightly less than our $(0.01) as a result of higher
than expected income taxes and non-cash expense related to
rate swaps and FX.

B Growth estimates pushed to 2012 and overall trimmed
With the financial markets showing continued volatility, we
believe it would be prudent to trim our forecasts to reflect this
reality over the coming quarters. We have cut our estimates for
2011 to nil (from 20 MW) but maintained our 2012 estimates at
20 MW — we assume this will be a purchased project, not
constructed. We had assumed that the company would come to
market for $20 million, though we’ve cut that back as we believe
ETX has enough cash on hand to fund our latest estimates. In
the past we have seen the company call upon Lundin family
resources (including the recent €28 million temporary loan that
was repaid this November), however future financings are not
certain.

B  Reduced multiple, moving to Sector Perform

The stock continues a downward trajectory seen by many small
cap names that do not pay dividends. As it appears the current
financial turmoil could continue for some time, we are trimming
our multiple to 10.5x EV/EBITDA (was 11.8x) on our discounted
2013 estimates (as there is little maintenance capex required
for the projects, this is a similar multiple for the Free EBITDA
which is typically 1.5-2.0x higher). After incorporating these
changes, our target is reduced to $0.75 (was $0.95). Given the
current economic uncertainty and limited visibility on growth, we
are reducing our rating to Sector Perform.
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B Valuation — Growth estimates and valuation multiple trimmed, Sector Perform
While we have reduced our target and rating for the stock, economic stability, particularly in
Italy, could go a long way to help increase the share price. To reflect this current instability
that could remain for several quarters, we have trimmed our growth estimates to nil in 2011
while maintaining our previous 20 MW estimate in 2012, bringing the total capacity to 80 MW
(from 60 MW today). In addition, we have trimmed our target to 10.5x, from 11.8x and
increased our discount rate to 11% (from 10%). After incorporating these changes, we have
reduced our target to $0.75 (from $0.95). The company has just under $40 million in cash,
enough to fund our latest growth estimates, with current projects producing enough cash to
fund ongoing G&A and other operational expenses.

EV/EBITDA Valuation on 2013E

Valuation
adj. EBITDA FY13E ($'000) 57 522
Multiple (FY1) 10.5
Implied EV ($'000) 603 984
Net Debt ($'000) 442 390
Equity ($'000) 161 594
Shares o/s (min - Pro forma w/ dilution) 209.8
ETX Value /sh (start 2013) $ 0.77
Discount rate 11.0%
Discount Years 0.2
Discount Factor 0.979
ETX Value /sh (12-mo) $ 0.75

NBF estimates and analysis
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(all figures in Cdn$ unless otherwise noted)

Ticker

Market Price
Shares Out.
Market Cap ($min)
Enterprise Value ($min)
52-week High
52-week Low

Stock Rating

Risk Rating

Annual Yield ($/sh)
Yield (%)

12-Mth Target Price
12-Mth Total Return

Etrion Corp.

TSX-ETX
$ 052
182

$ 95
$ 333
$ 1.05
$ 0.39

Sector Perform
Above average

$ -
0.0%

$ 0.75
44%

Selected Results (All figure

sk

, YE Dec. 31st)

Income Statement 2010A 11 Q1A 11Q2A 11 Q3 11Q4E 2011E 2012E 2013E
Total Revenue ($min) 11.6 . 58.5
Growth yoy (%) 0% nmf nmf] 167% 80% 346% 13% 20%
Sales/Share (FD) 0.06 0.04 0.08 0.09 0.04 0.25 0.28 0.33
Net Installed Capacity (MW) 39.0 47.2 47.2 47.2 59.8 59.8 59.8 79.8
EBITDA ($min) (8.1) 3.1 135 14.3 2.6 334 39.7 48.9
NBF Adj. EBITDA ($min) 3.2 4.8 15.2 16.0 6.0 41.9 48.2 57.5
EBIT ($min) (14.0) (1.2) 8.9 9.4 (2.4) 14.7 19.7 23.8
Income from operations ($min) (18.1) (1.5) (2.1) (2.8)] (10.3) (16.8) (10.6) (11.0)
Income from operations (margin %) -156.7%]| -20.9%| -11.9%]| -15.6%]-123.9%| -32.5%| -18.2%| -15.7%
Net Interest Expense ($min) 4.7 25 8.2 8.4 7.6 26.6 27.7 314
Total Comprehensive Income ($min) (15.05) 4.41 (4.28)] (18.97)| (10.28)| (29.13)] (10.63)] (10.97)
Net Margin (%) -130.1%| 60.5%)| -24.0%]-104.1%(-123.9%| -56.4%| -18.2%]| -15.7%
EPS (diluted 0.11 0.01 0.01 0.02 0.05 0.09 0.06 0.06
Balance Sheet ($min) 11 Q4E
Cash and short term investments 45.0 31.6 45.2 39.2 37.6 37.6 10.0 14.2
Book Value 34.8 39.9 41.7 23.0 13.6 13.6 6.6 (0.8)
Debt 349.0 | 370.3| 434.7| 408.0| 405.9 405.9 469.6 456.6
net debt 3039 | 338.7| 389.5| 368.8| 368.3 368.3 459.6 442.4
Working Capital (73.3)] (81.4) (8.9)] (28.0) 5.6 5.6 (25.0) (21.7)
Net Debt / Capital 0.71 0.74 0.76 0.78 0.80 0.80 0.88 0.88
Cash Flow ($mln) 2010A 11 Q1A 11Q2A 11Q3 11 Q4E 2011E 2012E  2013E
Cash and st investments start of period 234 45.0 31.6 45.2 39.3 45.0 37.6 10.0
Operating Activities 0.9 (8.3 (7.2) 24.8 0.6 9.9 13.8 18.9
Investing Activities (76.9) (0.9)] (31.8)] (21.8) (0.2) (54.6)] (104.1) (0.6)
Financing Activities 98.2 (6.2)] 52.6 (6.1) (2.1) 38.3 62.7 (14.1)
Forex (0.6) 2.9 0.6 (2.8) 0.0 0.7 0.0 0.0
Change in Cash 221 (125 14.2 (5.9) (1.5) (6.4) (27.6) 4.2
Cash and st investments end of period 45.0 31.6 45.2 39.3 37.8 37.6 10.0 14.2
Distributable Cash 11 Q1A 11 Q4E
adj. Distributable CF ($min) 73| (144)] 148 1.7 0.1) (1.4) (22.0) 9.8
adj. Distributable CF/Sh ($) 0.04| (0.07)] 0.07] (0.01)] (0.00) (0.01) (0.10) 0.05
adj. Distributable CF Yield (% 7% -1% -20% 9%
Valuation Metrics 11 Q1A 11 Q4E
EV/Sales 354 9.2 9.7 7.9
Price/Sales 8.2 18 16 14
P/E nmf nmf nmf nmf
Book Value / sh 0.17 0.20 0.20 0.11 0.07 0.07 0.03 (0.00)
Tangible BV/Sh 0.12 0.13 0.14 0.04| (0.01) (0.01) (0.05) (0.08)
Price/Book Value 3.02 2.64 2.62 4.72 7.98 7.98 16.64 | (134.45)
Price/Tangible Book 4.32 3.86 3.81| 13.18 | (53.22)] (52.43)] (11.49) (6.30)
EV 409 444 499 477 477 477 569 551
EV/Book Value 11.8 11.1 12.0 20.8 35.1 35.1 86.7 | (679.6)
EV/EBITDA nmf 14.3 14.3 11.3
EV/adj.EBITDA 84.5 11.4 11.8 9.6
Wavg shares outstanding (basic min) 166.1] 180.0] 183.9| 187.5| 1875 184.7 187.5 187.5
Wavg shares outstanding (Diluted min) 165.6] 182.2] 185.7| 188.5| 187.9 186.1 188.2 189.0
Shares outstanding (FD min, incl. minority int.) 202.0f 202.4] 209.8] 208.6] 208.6 208.6 209.8 209.8
Source: Company data and Reuters with NBF estimates and analysis 2011/11/11
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DISCLOSURES:

Ratings And What They Mean: PRIMARY STOCK RATING: NBF has a three-tiered rating system that is relative to the coverage universe of the
particular analyst. Here is a brief description of each: Outperform — The stock is expected to outperform the analyst's coverage universe over the next 12
months; Sector Perform — The stock is projected to perform in line with the sector over the next 12 months; Underperform — The stock is expected to
underperform the sector over the next 12 months. SECONDARY STOCK RATING: Under Review — Our analyst has withdrawn the rating because of
insufficient information and is awaiting more information and/or clarification; Tender — Our analyst is recommending that investors tender to a specific
offering for the company’s stock; Restricted — Because of ongoing investment banking transactions or because of other circumstances, NBF policy and/or
laws or regulations preclude our analyst from rating a company’s stock. INDUSTRY RATING: NBF has an Industry Weighting system that reflects the view
of our Economics & Strategy Group, using its sector rotation strategy. The three tiered system rates industries as Overweight, Market Weight and
Underweight, depending on the sector’s projected performance against broader market averages over the next 12 months. RISK RATING: NBF utilizes
a four-tiered risk rating system, Low, Average, Above Average and Speculative. The system attempts to evaluate risk against the overall market. In
addition to sector-specific criteria, analysts also utilize quantitative and qualitative criteria in choosing a rating. The criteria include predictability of financial
results, share price volatility, credit ratings, share liquidity and balance sheet quality.

General — National Bank Financial (NBF) is an indirect wholly owned subsidiary of National Bank of Canada. National Bank of Canada is a public company
listed on Canadian stock exchanges.

The particulars contained herein were obtained from sources which we believe to be reliable but are not guaranteed by us and may be incomplete. The
opinions expressed are based upon our analysis and interpretation of these particulars and are not to be construed as a solicitation or offer to buy or sell
the securities mentioned herein.

Research Analysts — The Research Analyst(s) who prepare these reports certify that their respective report accurately reflects his or her personal opinion
and that no part of his/her compensation was, is, or will be directly or indirectly related to the specific recommendations or views as to the securities or
companies.

NBF compensates its Research Analysts from a variety of sources. The Research Department is a cost centre and is funded by the business activities of
NBF including, Institutional Equity Sales and Trading, Retail Sales, the correspondent clearing business, and Corporate and Investment Banking. Since
the revenues from these businesses vary, the funds for research compensation vary. No one-business line has a greater influence than any other for
Research Analyst compensation.

Canadian Residents — In respect of the distribution of this report in Canada, NBF accepts responsibility for its contents. To make further inquiry related to
this report, Canadian residents should contact their NBF professional representative. To effect any transaction, Canadian residents should contact their
NBF Investment advisor.

U.S. Residents — With respect to the distribution of this report in the United States of America, NBF Securities (USA) Corp., an affiliate of NBF, accepts
responsibility for its contents, subject to any terms set out above. To make further inquiry related to this report, United States residents should contact their
NBF Securities (USA) Corp. professional representative. To effect any transaction, United States residents should contact their NBF Securities (USA) Corp.
investment advisor.

UK Residents — In respect of the distribution of this report to UK residents, NBF has approved this financial promotion for the purposes of Section 21(1) of
the Financial Services and Markets Act 2000. NBF and/or its parent and/or any companies within or affiliates of the National Bank of Canada group and/or
any of their directors, officers and employees may have or may have had interests or long or short positions in, and may at any time make purchases and/or
sales as principal or agent, or may act or may have acted as market maker in the relevant securities or related financial instruments discussed in this report,
or may act or have acted as investment and/or commercial banker with respect thereto. The value of investments can go down as well as up. Past
performance will not necessarily be repeated in the future. The investments contained in this report are not available to private customers. This report does
not constitute or form part of any offer for sale or subscription of or solicitation of any offer to buy or subscribe for the securities described herein nor shall
it or any part of it form the basis of or be relied on in connection with any contract or commitment whatsoever.

This information is only for distribution to non-private customers in the United Kingdom within the meaning of the rules of the Regulated by the Financial
Services Authority.

Copyright — This report may not be reproduced in whole or in part, or further distributed or published or referred to in any manner whatsoever, nor may the
information, opinions or conclusions contained in it be referred to without in each case the prior express written consent of National Bank Financial.

NBF is a member of the Canadian Investor Protection Fund.

NBF quarterly ratings summary and the total ratings by month can be found on our website under Research and Analysis/Equities/About NBF
Research/Quarterly Ratings Summary (link attached) http://www.nbcn.ca/cmst/site/index.jhtmI?navid=803&templatelD=249

The NBF Research Dissemination Policy is available on our website under Legal/Research Policy (link attached)
http://www.nbcn.ca/cmst/site/index.jhtml?navid=712&templateid=243

Etrion Corporation (ETX) - ADDITIONAL COMPANY RELATED DISCLOSURES

If a company specific disclosure is not found herein for a listed company, NBF at this time does not provide research coverage or stock rating for the
company in question

In the past 12 months NBF has not acted as financial advisor, fiscal agent or underwriter for the company that is the subject of this report. NBF may act in
such a capacity in the future and receive, or expect to receive, compensation for such activities.

NBF is an indirect wholly owned subsidiary of the National Bank of Canada. From time to time the National Bank of Canada may enter into lending or
financial arrangements with companies that are the subject of NBF Research Reports. At the date of this report, National Bank of Canada is not a lender to
the company which is the subject of this report.
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NBF and/or its Affiliates may have a position in the securities mentioned herein and may make purchases and/or sales of these securities from time to time
in the open market or otherwise. On the last day of the month preceding the date of this report, NBF and its Affiliates held in the aggregate less than 1% of
the outstanding shares (of any class of equity securities) of this issuer. (10)



