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MARKET DATA

Share Price: 2.75
Market Cap: 106.65 M
52wk Range: 0.22—2.85
Ave. Volume: 53,000
Basic S/O: 38.78 M
Diluted S/O: 50.78 M
Float: 11.92 M
Institutional %: 0%
Insider %: 69%
FINANCIAL DATA (mrq)
Cash: 10.08 M
ST Debit: 2.93 M
LT (Convertible) Debt: 8.00 M
Book Value: 43.69 M
EBITDA (ttm): 14.00 M
CFFO (ttm): 18.80 M
UsD 2008A 2009e 2010e 2011e
Revenue (in Millions of USD)

March 0.00 4.32A 1511 12.21
June 2.62 11.14A 0.00 12.21
Sept 426 18.43A 1221 12.21
Dec 12.34 6.11 12.21  12.21

REV* 19.22 39.99 3953 48.84
P/S 5.55 2.67 2.70 2.18
EPS

March ~ (0.04) 0.02A 0.07 0.09
June (0.11)  0.07A 0.04 0.10
Sept 0.01 0.08A 0.08 0.10
Dec 0.04 0.05 0.09 0.11

EPS (0.04) 0.23 0.28 0.40
P/E NA 11.96 9.82 6.88

*Revenue is recorded only at the start of a new lease.
Interest Income in Sales-Type Leases, as can be seen
on p. 8, provides a better picture of CREG'’s operations.

William Gregozeski, CFA
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Waste energy recycler reduces pollution while offering
attractive returns to customers and shareholders

Key Points

e The Company offers customers an environmentally-friendly system
that enables the lessee to cut net energy costs while paying China
Recycling lucrative lease payments.

¢ China Recycling enters into long-term (5-20 years) leases that pro-
vide average rates of return between 20% and 30%.

e Due to infrastructure spending, more stringent environmental stan-
dards, cost reduction and more control over electricity, manage-
ment believes roughly 1,500 of its systems will be needed in China
over the next three to five years.

e The Company faces little third party competition for its complete
range of services and prices its systems competitively with the cost
of a customer internalizing the project.

e China Recycling’'s stock has no institutional ownership and is
owned heavily by its CEO, Ku Guohua, and its strategic investor,
Carlyle Asia Growth Partners.

e The Company is actively working to have its stock listed on an ex-
change, with hopes of completion before the end of 2009.

e Our model includes only Zhonggang Binhai and the entire Erdos
project in our 2010 and 2011 estimates providing additional upside
should it be able to complete any MOUs or projects under develop-
ment. With only these two additional projects being completed,
China Recycling trades at roughly 10 times our 2010 diluted EPS
estimate and 7 times our 2011 diluted EPS estimate.

Valuation

We are initiating coverage of China Recycling Energy Corp. with a Buy
rating and $4.50 target price. Our target price is based on a P/E multi-
ple of 16 times our 2010 diluted EPS estimate of $0.28. We believe this
multiple is fair given the long-term visibility provided by its leases, but
would like to see continued success in signing and completing new con-
tracts and how the Company funds its capital needs in 2010 and be-
yond. That said, we believe China Recycling has a great deal of upside
given the vast market in China seeking energy savings and pollution
control.

Business Summary

China Recycling Energy Corp., located in Xi'an, China, leases three
types of energy generation systems through its BOT model that use
captured industrial process waste streams as the fuel for its systems.
The types of systems currently offered by CREG include Pressure-to-
Energy (TRT), Heat-to-Energy (CHPG), and Gas-to-Energy (WGPG
and CCPP) Systems.

PLEASE SEE PAGES 12 & 13 FOR IMPORTANT DISCLOSURES
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COMPANY OVERVIEW

China Recycling Energy Corp., located in Xi'an, China, leases three different types of energy generation
systems that use captured industrial process waste streams as the fuel for its systems. The Company’s
BOT (Build-Operate-Transfer) model enables it to lease its systems to large material processing custom-
ers in China and offer a self-financing system that reduces the customer’s energy cost, while providing
China Recycling lucrative income streams. The types of systems currently offered by CREG include
Pressure-to-Energy (TRT), Heat-to-Energy (CHPG), and Gas-to-Energy (WGPG and CCPP) Systems.

BOT Model (Sales-Type Lease Accounting)

China Recycling’s Build-Operate-Transfer (BOT) model entails financing and building one of the afore-
mentioned systems, installing and operating the system at the customers site (during which time it col-
lects guaranteed energy-savings-based lease payments and either operates the system on its own or
outsources operation) and finally transfers the system to the customer at no cost upon the conclusion of
the lease. The leases range from 5 to 20 years and payments are based on the sale of energy gener-
ated by its systems at below market cost to the lessee. The payments are guaranteed in advance,
based on a minimum operation schedule agreed upon by the two parties, and backed by collateral as-
sets and third party performance guarantees; payback is generally three to four years. To reduce risk
the Company leases across industries and to larger manufacturers or state-owned enterprises. Opera-
tion in excess of the minimum enables China Recycling to receive additional payments from the excess
energy generated and sold.

Due to the nature of the leases, the Company accounts for these transactions as Sales-Type Leases.
As a result, China Recycling books its revenue as Product Sales and Sales-Type Lease Interest Income.
Product Sales are recorded in the quarter the system is installed and defined as the present value of the
monthly net lease streams. This amount is then added to the Balance Sheet as Investment in Sales-
Type Leases and reduced over the life of the lease as lease payments are received. Sales-Type Lease
Interest Income is recorded on a quarterly basis by multiplying the interest rate on each project by the
then outstanding obligation (which starts as the PV of lease payments and is reduced by the monthly
amortization amount, or the difference between the monthly net lease payment and the Sales-Type
Lease Interest Income). In the past, the Company has recorded Rental Income from two separate one-
year operating leases with two customers. These agreements were not renewed and we do not expect
any revenue in the future outside of that generated from its BOT model.

Systems Offered

Pressure-to-Energy Systems—these systems remove dust particles from the gas stream then use the
change in pressure created from the blast furnace gas stream expanding to atmospheric pressure into
mechanical energy, which powers turbine units to generate electricity. The Company offers Blast Fur-
nace Top Gas Recovery Turbine (TRT) Systems in this segment, which can be used in the iron, steel,
petrochemical, chemical and non-ferrous metals industries. Management believes its systems are supe-
rior to those of its competitors due to the inclusion of advanced dry-type de-dusting technology, joined
turbine systems, and automatic power grid synchronization. To date, China Recycling has installed two
TRT systems and has another under construction.

Heat-to-Energy Systems—these systems use medium and low-temperature waste steam emitted from
industrial production processes as a source of fuel to generate electricity. The Company offers Cement
waste Heat Power Generation (CHPG) Systems in this segment, which are built on New Suspension
Pre-heater Dry Process cement clinker production lines and capture and use the residual cement heat.
CHPG Systems can be used in the iron, steel, building materials, petrochemicals, chemicals and non-
ferrous metal industries. To date, China Recycling has installed two CHPG systems.

Gas-to-Energy Systems—these systems use the flammable waste gases emitted from industrial produc-
tion processes to power gas-fired boiler generators, internal combustion generators or gas-steam com-
bined cycle power generators. The Company offers Waste Gas Power Generation (WGPG) Systems
and Combined Cycle Power Plant (CCPP) Systems in this segment. WGPG uses waste gas streams
while CCPP uses a combination of waste gas, heat and pressure. These systems can be used in the
iron, steel, building materials, petrochemicals, chemicals and non-ferrous metal industries. To date,
China Recycling has installed one CCPP system and has three WGPG systems under construction.
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COMPANY OVERVIEW (continued)

R&D

The Company’s research and development activities are conducted by a team of 30 engineers, the ma-
jority of whom have over 15 years experience, at its self-owned Xing Iron & Steel design institute. This
R&D center provides consulting, engineering and general contracting services on each type of system it
offers. China Recycling owns two patents, has six authorized-to-use patents and is applying for 10 addi-
tional patents related to its Erdos WGPG project. The Company also works with design institutes and
companies in the steel, construction material, metallurgy, chemical and petrochemical sectors to help
improve its products and services.

Erdos TCH Joint Venture

In April 2009, the Company formed a JV with Erdos Metallurgy to recycle waste heat from Erdos’ metal
refining plants to generate steam and electricity, which will be sold back to Erdos. The JV will install a
number of systems at Erdos’ facility, which will likely be done in seven phases with the first scheduled
for completion in Q4:09. The JV will generate RMB 265 million in payments per year for 20 years and
cost roughly RMB 500 million.

The JV will be funded by Erdos contributing land, water, waste heat and 10% of the capital and TCH
contributing the remaining 90% of investment capital (RMB 60 million of the expected RMB 500 million
has already been contributed). TCH will receive 80% of the profits until it has a complete return on its
initial investment, after which TCH will receive 60% of the profits and Erdos 40%. At the end of the 20-
year JV, TCH will transfer its equity to Erdos at no cost.

Carlyle
Carlyle Asia Growth Partners (CAGP) became involved in China Recycling in November of 2007, when

it purchased $5 million in 10% convertible notes, convertible at $1.23 per share. Since then CAGP had
this note repaid, purchased $10 million in common stock at $1.23 per share, purchased a three-year, $5
million 5% convertible note convertible at a floating price based on 2009 Net Profit, and purchased a
three year, $3 million 8% convertible note convertible at $0.80 (due 04/29/12). CAGP currently holds
roughly 16.72 million shares and share equivalents, comprised of 8.13 million common shares and 8.59
million convertible share equivalents, based on a $1.00 per share conversion rate for its $5 million note.
One of the Company’s Directors, Nicholas Shao, is employed by CAGP.

1 USD = 6.83 RMB, as of 11/23/09
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MARKET OVERVIEW

China Recycling’s products are sold to large customers in China that are involved in high energy-
consuming businesses producing iron, steel and cement, among others. The main drivers of demand
for its systems are revenue generation from the sale of climate emissions reduction (CER) credits from
the pollution reduction and cost savings from the purchase of lower priced energy generated from
CREG'’s onsite systems. The estimated cost per kilowatt-hour (kWh) of energy generated through its
systems is less than RMB 0.10, below the cost of all other forms of energy generation. The low cost per
kWh enable the Company to structure its leases in a way that the excess waste used to generate elec-
tricity by CREG’s systems can be sold back to the lessee at below market rates (RMB 0.40/kWh versus
RMB 0.50/kWh), but still be lucrative enough to pay the Company attractive lease rates.

Competition in this space is highly fragmented, with the majority of the competition coming from potential
customers who fund and manage the projects on their own. The local competition is comprised primarily
of engineering groups and contractors who can offer part of the entire project, as opposed to China Re-
cycling who can offer a complete, self-financing system with no capital expenditure. The Company be-
lieves there are no firms in China that offer a similar BOT solution or have the technical knowledge and
experience it does. It also believes its services offer a better value, in terms of quality and cost, relative
to what a potential customer could achieve doing the project internally.

TRT Market

China currently produces over one-third of the world’s steel, with this figure growing over 20% annually
for the last five years. China’s Iron & Steel Association issued a report in 2007 estimating 200 TRT sys-
tems will be installed in China from 2008 to 2010 at a total cost of RMB 5 billion. The basis for the esti-
mate is the government’s mandate that all new and existing blast furnaces must be equipped with a TRT
system. Management estimates only 50% of existing blast furnaces are equipped with TRT systems,
which, when combined with new blast furnace installations, will drive demand for roughly 450 TRT sys-
tems, or approximately $1.5 billion in annual lease payments, over the next three to five years. Due to
the high return on investment on TRT systems, the Company faces increased competition from potential
customers internalizing the projects and therefore must offer its services at comparable prices.

CHPG Market

China produces more than 45% of the world’s cement, with total investment in the Chinese cement in-
dustry reaching RMB 105 billion in 2008, 65% of which was spent on building NSP clinker production
lines (the type of lines CHPG systems are used on). Securities News of China estimates the percent of
NSP clinker production lines will continue to rise as new plants are built, with 70% of new builds in 2009
expected to be this variety. The 11th Five-Year Plan in China (2006-2010) called for a 20% reduction in
energy usage per unit of GDP, and called for 30 CHPG systems to be installed annually on cement pro-
ducing lines with an output of greater than 2,000 tons per day. The demand for cement should continue
to rise, due in part to the November 2008 stimulus package, which included roughly $200 million for new
roads and ports. Management believes roughly 400 CHPG systems will need to be added over the next
three to five years.

WGPG Market

WGPG systems can be widely used, from smelters to oil refineries to natural gas and coal power plants.
The Company estimates the annual potential market for recycled energy systems in China at 22.5 billion
kWh, or nearly $1.5 billion in annual revenue potential. Management believes roughly 300 WGPG sys-
tems will need to be added over the next three years.

CCPP Market

Metallurgical manufacturers are the biggest energy users, consuming 13% to 15% of electricity in China,
with iron-smelters accounting for 40% of this figure. The use of a CCPP system can reduce energy con-
sumption by 30% to 45%, as well as reduce pollution. Management believes roughly 300 CCPP sys-
tems will need to be added over the next three years. There are currently only four CCPP system pro-
ducers in China because of the high technology requirements, which should position China Recycling for
additional contracts.

1 USD = 6.83 RMB, as of 11/23/09
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PROJECT LIST

Total Annual Term Total Total
Customer Tech. Signed Started Capacity Cost Payment (years) Value Value
(RMB) (RMB) y (RMB) (USD)

Zhangzhi Iron & Steel TRT  02/07  08/07 6.3 MW 25.0M 13.2M 13 1716 M 221 M

Xingtai Iron & Steel TRT  02/07  08/07 5.0 MW 28.0 M 10.8M 5 54.0M 72M
Shengwei Tongchuan CHPG 11/07  01/09 7.24 MW 43.0 M 2562M 5 126.0M 18.4 M
Shengwei Jinyang CHPG 11/07  07/09 9.0 MW 50.0 M 276M 5 138.0M 20.2M

Shanxi Ferroalloy Coke CCPP  N/A 10/09 36.0MW  96.8M 389M 10 389.0M 57.0M

Completed 63.54 MW 242.8 M 8786 M 1249 M
Erdos (Phase ) WGPG 04/09 Q4:09¢e 180MW 60.0M 20.0M 20 400.0M 58.6 M
Zhonggang Binhai TRT 09/08 Q1:10e 7.0 MW 55.0 M 21.0M 9 189.0M 27.7M
Erdos (Phase Il) WGPG 04/09 Q3:10e 17.0MWe 60.0Me 200Me 20 400.0Me 58.6M
Erdos (Phase ) WGPG 04/09 Q4:10e 17.0MWe 60.0Me 20.0Me 20 4000Me 58.6M
Under Construction 59.0 MW 235.0 M 1389.0 Me 203.4 M
Erdos (Phase 1V) WGPG 04/09 Qi1:11e 17.0MWe 60.0Me 20.0Me 20 4000Me 58.6M
Erdos (Phase V) WGPG 04/09 Q2:11e 17.0MWe 60.0Me 20.0Me 20 4000Me 58.6M
Erdos (Phase VI) WGPG 04/09 Q3:11e 17.0MWe 60.0Me 20.0Me 20 400.0Me 58.6M
Erdos (Phase VII) WGPG 04/09 Q4:11e 17.0MWe 60.0Me 20.0Me 20 4000Me 58.6M
Sgggglé'g'tggl‘?n TRT MOU  N/A 25MW  19.0M  N/A 20 N/A N/A
Sgggglé'g'tgj‘;” TRT MOU  NA 25MW  37.0M  N/A 20 N/A N/A
Zhongxia Cement CHPG MOU N/A 3.0 MW 22.0M N/A 6 N/A N/A
Ningxia Baota CCPP MOU N/A 8.5 MW 450 M N/A 5 N/A N/A
Petrochem

Kunming Iron & Steel CCPP MOU N/A 48.0 MW  400.0 M N/A 15 N/A N/A
Yingye Fuel Gas CCPP MOU N/A 48.0 MW 250.0 M N/A 10 N/A N/A
Total MOU 180.5 MW 1,013.0 M

1 USD = 6.83 RMB, as of 11/23/09
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MANAGEMENT TEAM & DIRECTORS

. . . Options /
Age Position(s) Compensation (‘09) Shares Warrants
Ku Guohua 47 CEO, Chairman $ 27,880 18,706,943 0

Mr. Ku has been CEO and on the board since December 2008 and Chairman since April 2009. Prior to
joining China Recycling in 2007, Mr. Ku served as senior engineer for Yingfeng Technology after spend-
ing 15 years with Shan Xi Blast Air Blower Co.

Peng Xinyu 40 CFO N/A 0 0

Mr. Peng has been CFO since August 2008, prior to which he served as VP of Tavistock Group Asia,
CFO and Director of MOD3 Cabinets & Home LLC, and CFO of Creative Hospitality Concepts.

Wu Zhingang VP Finance N/A 18,000 120,000

Mr. Wu became VP of Finance in October 2007 after spending over a decade in the securities industry
with Guotai-Junan Securities and Zhongzheng Investment.

f s VP Business Dev.,
Lanwei Li 27 Director N/A 27,000 18,000

Mr. Li was appointed a Director in April 2009. Mr. Li has been with the Company since March 2005 and
currently serves as VP of Business Development, overseeing Business Development, Investment Man-
agement and Strategy Development.

Nicolas Shao 37 Director 0 0 0
Mr. Shao has been a Director since June 2008. Mr. Shao is a VP of Carlyle Asia Growth and has
worked for Credit Suisse First Boston and Morgan Stanley.
Sean Shao Director $ 24,000 0 50,000

Mr. Shao has been a Director since November 2009 and serves as a Director of Agria Corp. (NYSE:
GRO) and China Biologic Products (OTC: CBPO) after previously serving as CFO of Trina Solar (NYSE:
TSL) and ChinaEdu Corporation (Nasdaq: CEDU).

Julian Ha Director $ 24,000 0 40,000

Mr. Ha has been a Director since November 2009 and is a member of Heidrick & Struggles, an execu-
tive search firm. Previously, Mr. Ha was a Director of the Corporate Finance Group of Evolution Securi-
ties China, a London-based investment bank.

Timothy Driscoll Director $ 24,000 0 40,000

Mr. Driscoll has been a Director since November 2009 and is the CEO of Proteus Industries, President
of MTD Ventures and President and CEO of Driscoll Management Services.
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RISKS

The Chinese Economy
A slowdown in the growth of the economy could dampen demand for the products manufactured in its
lessee’s facilities, such as steel and cement, which would reduce demand for CREG’s systems.

Government Stimulus

The Company is indirectly dependent on the Chinese government’s stimulus investments in infrastruc-
ture. Should it stop investing in infrastructure, as has been discussed, China Recycling may find it diffi-
cult to enter into contracts for guaranteed minimum lease payments at the same rate it currently enjoys.

Quarterly Results Volatility

Due to the nature of the Company’s revenue recognition it will report lumpy sales results based on the
timing of systems put into operation. While the figures are important and show the start of new leases,
the Sales-Type Lease Interest Income line may be the better figure to track the Company’s financial per-
formance.

Competition
Although the Company enjoys relatively little competition and high returns on investment, it should be

expected that competitors will quickly enter the market and drive down margins.

Potential Dilution

China Recycling will need to obtain additional funds to continue working through its project pipeline.
While we have estimated this will be funded by bank debt ($35 million spread over 2010 and 2011), the
Company could choose to issue new equity.

Large Shareholders

CEO Ku Guohua owns 18.71 million and Carlyle Asia Growth Partners owns 16.72 million shares and
share equivalents, together accounting for 70% of the total share and share equivalents outstanding.
Liquidity

The stock is thinly traded, which may make it difficult to take a position.

VALUATION

We are initiating coverage of China Recycling Energy Corp. with a Buy rating and $4.50 target price.
Our target price is based on a P/E multiple of 16 times our 2010 diluted EPS estimate of $0.28. We be-
lieve this multiple is fair given the long-term visibility provided by its leases, but would like to see contin-
ued success in signing and completing new contracts and how the Company funds its capital needs in
2010 and beyond. That said, we believe China Recycling has a great deal of upside given the vast mar-
ket in China seeking energy savings and pollution control.
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China Recycling Energy Corp.

Initial Report - 11/23/09

HISTORIC INCOME STATEMENT

2007 2008
Sales of Products 9,302 8,049
Rental Income - 11,169
Total Revenue 9,302 19,218
Cost of Products 7,033 6,192
Rental Expense - 7,810
Total Cost of Sales 7,033 14,002
Product GP 2,269 1,857
Rental GP - 3,359
Gross Profit 2,269 5,216
Sales-Type Lease Int. Inc. 1,016 2,285
SG&A 543 3,354
Total Operating Income 2,742 4,147
Interest Expense, Net (377)  (4,760)
Other Income - 109
Other Expense (49) (1)
Exchange Loss - (82)
Income Before Taxes 2,316 (587)
Income Tax Expense (467)  (1,633)
Net Income - Continuing 1,849 (2,220)
Income - Disc. Ops. 29 -
Minority Interest - -
Net Income 1,878 (2,220)
Basic EPS - Continuing 0.10 (0.07)
Basic S/O 18,160 32,096
Diluted EPS - Continuing 0.10 (0.04)
Diluted S/O 18,856 49,702

Source: Documents filed with the SEC by China Recycling Energy Corp.
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China Recycling Energy Corp.

Initial Report - 11/23/09

HISTORIC BALANCE SHEET

2007 2008 Q3:09
Cash & Equivalents 1,634 7,267 5,683
Restricted Cash - - 4,395
Invest. Sales-Type Lease, Net 1,082 1,971 4,212
Int. Rec. Sales-Type Lease 144 82 462
Advance to Suppliers 2,468 - -
Prepaid Expense - 3,849 -
Accounts Receivable - - -
Other Receivables 33 103 248
Inventory 9,870 10,535 -
Deferred Tax Asset - - -
Total Current Assets 15,231 23,807 15,000
Invest. Sales-Type Lease, Net 7,934 14,838 39,013
Advance for Equipment - 2,643 -
Property & Equip, Net - 95 91
Construction in Progress - 3,731 9,433
Intangible Assets, Net 6 4 -
Total Assets 23,171 45,118 63,537
Accounts Payable 2,298 1,187 2,036
Bank Loan Payable - - 2,929
Notes Payable - - 1,466
Unearned Revenues - 658 -
Tax Payable 192 1,314 221
Accrued Liabilityes & Payables 2,566 3,529 2,978
Advance from Management 72 - -
Advance from Shareholder - - -
Stock Option Liability - - -
Interest Payable - - -
Converts, Net of Disc. 378 5,000 8,000
Total Current Liabilities 5,506 11,688 17,630
Deferred Tax Liability 342 823 1,732
Accrued Int. on Converts - 169 229
Minority Interests 15 16 253
Common Stock 25 37 39
Paid-in Capital 19,071 33,948 37,075
Unamort. Comp. Expense - - -
Statutory Reserve 832 1,319 2,349
Accum. Other Comp. Income 1,718 3,583 3,617
Retained Earnings (4,338) (6,465) 613
Total Stockholders Equity 17,308 32,422 43,693
Total Liabilities & Equity 23,171 45,118 63,537
S/O 25,015 36,425 38,778

Source: Documents filed with the SEC by China Recycling Energy Corp.
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China Recycling Energy Corp.

Initial Report - 11/23/09

HISTORIC STATEMENT OF CASH FLOWS

2007 2008
Net Income 1,878 (2,220)
Depreciation & Amortization - 18
Amort of Convert Discount 315 4,685
Stock Option Expense 172 1,437
Accrued Int on Convert 63 106
Change in Deferred Tax - 823
Minority Interest 15 -
Accounts Receivable - -
Investment Sales-Type Lease - -
Int. Rec. Sales-Type Lease (144) 62
Prepaid Expenses - (3,797)
Other Receivables 212 (67)
Inventory - -
Advances to Suppliers (1,591) -
Accounts Payable 2,204 (1,246)
Unearned Revenue - 648
Advance from Customers (180) -
Tax Payable 523 707
Accrued Liab. & Payables 1,530 802
Due to Related
Cash From Operating Activities 4,997 1,958
Restricted Cash - -
Investment Sales-Type Lease (8,641) (7,063)
Acq. Prop & Equip - (115)
Construction in Progress - (3,718)
Cash From Investing Activities (8,641) (10,896)
Issuance - Common Stock - 9,032
Convertible Notes 5,000 5,000
Repayment to Management - (75)
Bank Loan Payable - -
Notes Payable - -
Advance from Shareholder 69 -
Cash From Financing Activities 5,069 13,957
Foreign Currency Exchange (43) 614
Net Change in Cash 1,382 5,633
Cash, Beginning 252 1,634
Cash, Ending 1,634 7,267

Source: Documents filed with the SEC by China Recycling Energy Corp.
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China Recycling Energy Corp. Initial Report - 11/23/09

DISCLOSURES

Distribution of Ratings

I.B. last 12 months

Rating Count Percent Count Percent
BUY 7 87% 0 00%
HOLD 1 13% 0 00%
SELL 0 00% 0 00%
NO RATING 0 00% 0 00%

Explanation of Ratings

BUY: Describes stocks we expect to provide a total return (capital appreciation + yield) of 15% or more
in the next 12-month period.

HOLD: Describes stocks we expect to provide a total return (capital appreciation + yield) of plus or minus
15% or more in the next 12-month period.

SELL: Describes stocks we expect to provide a total negative return (capital depreciation + yield) of 15%
or more in the next 12-month period.

NO RATING: Describes stocks that have their investment rating and/or target price temporarily removed for

fundamental or compliance-based reasons.

Analyst Certification

I, William Gregozeski, certify that all of the views expressed in this research report accurately reflect my personal
views about the subject security and subject company. | also certify that no part of my compensation was, is, or will
be, directly or indirectly, related to the specific recommendations or views expressed in this research report.

The analyst responsible for the coverage of the security discussed in this report receives compensation based in

part on the overall performance of the firm, including investment banking income. Gar Wood Securities seeks to
update its research as appropriate, but various regulations may prevent Gar Wood Securities from doing so.

Other Disclosures

Company Disclosures
China Recycling Energy Corp. 6

—_

Gar Wood Securities makes a market in the security of the subject company.

2. The analyst serves as an officer, director, or advisory board member of the subject company.

3. The analyst or a member of the analyst’s household has a financial interest in the securities of the subject com-
pany, including, but not limited to a long position, short position, rights, warrants, futures, or options.

4. Gar Wood Securities or an affiliate of Gar Wood Securities has managed or co-managed a public offering of the
security of the subject company in the last 12 months.

5. Gar Wood Securities or an affiliate of Gar Wood Securities has received compensation for investment banking
services from the subject company in the last 12 months.

6. Gar Wood Securities expects to receive or intends to seek compensation for investment banking services from
the subject company in the next three months.

7. Gar Wood Securities or an affiliate of Gar Wood Securities beneficially own 1% or more of the common stock of
the subject company as calculated in accordance with Section 13(d) of the Securities Exchange Act of 1934.

8. The subject company is, or during the past 12 months was, a client of Mont Blanc Capital, which provided non-
investment banking, securities-related services to, and received compensation from, the subject company for
such services.

9. An affiliate of Gar Wood Securities received compensation from the subject company for products or services

other than investment baking services during the past 2 months.

Gar Wood Securities Page 12 of 13



China Recycling Energy Corp. Initial Report - 11/23/09

DISCLOSURES (continued)

Other Disclosures

This report was prepared for general circulation and does not constitute a personal recommendation or take into
account the particular investment objectives, financial situations, or needs of individual clients. The securities dis-
cussed in the report may not be suitable for all investors and investors should consider whether any recommenda-
tion in this report is suitable for their particular circumstances and, if appropriate, seek professional advice, including
tax advice. The price and value of the investments referred to herein and the income from them may fluctuate.
Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original
capital may occur. Fluctuations in exchange rates could have adverse effects on the value or price of, or income
derived from, certain investments.

Rating History

Rating & Target Price History for China Recycling Energy Corp. (CREG) as of 11/23/09

11/23/09
Buy, $4.50
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Gar Wood Securities’ research reports are disseminated and available electronically, and in some cases, printed
form. Electronic research is simultaneously available to all clients. This report or any portion herein may not be
reprinted, sold or redistributed without the written consent of Gar Wood Securities . For information on how to be
added to Gar Wood'’s research distribution list please contact:

Jackson Spears Robert S. Jersey
Director of Research President
250 E. Wisconsin Ave., Suite 1800 440 S. LaSalle St., Suite 2201
Milwaukee, W1, 53202 Chicago, IL 60605
Office: 414-289-7176 Office: 312-566-0741
Jspears@garwoodsecurities.net bjersey@garwoodsecurities.net

Gar Wood Securities, LLC
440 S. LaSalle St., Suite 2201, Chicago, IL 60605
Office: 312-566-0741 Fax: 312-566-0750
www.garwoodsecurities.net
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