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ITEM 1. BUSINESS

This Report contains statements that constitutevdod-looking statements” within the meaning oft®ec27A of the Securities Act and Sectioi 21 the Securities Exchange Act. These staterapptsar in a number of places
this Report and include statements regarding oanp| beliefs or current expectations; includingsé@lans, beliefs and expectations of our offieens directors with respect to, among other thingslers to be received unc
our supply agreement with CODA Automotive, ourigbib successfully expand our manufacturing féei and the continued growth of the elecpimwered vehicle industry. Important Risk Factorat ttould cause actual rest
to differ from those contained in the forward-laukistatements are listed below in Part |, tem R&k Factors.

Overview

UQM Technologies, Inc., ("UQM") is a developer andnufacturer of power dense, high efficiency eleatiotors, generators and power electronic corgrslfor the automotive, aerospace, military andigtidal markets. O1
primary focus is incorporating our advanced techgylinto products for the growing market for insieayly cleaner and more fuel efficient vehiclesttisaexpected to experience rapid growth over e ten years and beyo
Key to this objective is the development of produitr clean vehicles including propulsion systemsdlectric, hybrid electric, plug-in hybrid electand fuel cell electric vehicles, onboard chaggproducts, under-theeoc
power accessories and other vehicle auxiliary carepts. Our headquarters and manufacturing fadslitpcated in Longmont, Colorado.

The global automotive market is experiencing sulisthchange driven by a number of factors inclgdzhanging consumer preferences, global macro-esimnand gegoolitical developments, the high price of gaso
increasing competition and additional governmenggulation and incentives. As a result of theséofac particularly, carbon dioxide standards indper and the Corporate Average Fuel Economy ("CAREAhdards in tt
United States, automakers are developing and iatiad, or planning to introduce additional vehioledels with increasing levels of electrificatiortlinding serial and parallel hybrid-electric vehil@HEV's"), plugin hybric
electric vehicles ("PHEV's") and adlectric vehicles ("EV's"). These vehicles offeppimved energy equivalent gas mileage, lower opggaind repair costs and reduced or no tailpipe ®ams. Further, governments around
globe have launched initiatives to subsidize the ob developing clean vehicles and the componesesl by them including motors and generators, fiedteand power management systems. Governmenttines have also be
adopted to encourage the purchase of HEV's, PHENIEV's by consumers in many developed nationsnarthe world, including a $7,500 federal tax créuihe United States and tax credits in seveedés of up to $6,00fr
purchases of qualifying vehicles, in Europe fiftegriwenty-seven European Union member states geotax incentives for electrically chargeable vissand China has a trial program to offer incesgiof up to 60,000 uar
(approximately $9,240 USD) for the private purchasa new battery electric vehicle and 50,000 Y (&@pproximately $7,700SD) for the purchase of PHEV in five cities. Seleutomobile manufacturers have indicated
they expect these factors to result in the grovitiybrid vehicle models to over 20% of vehicle sale 2020 and one international automaker hasdstate it expects all-electric vehicles to captupeto a 5% market share by 2020

We make propulsion system products, generatorselated auxiliary components for EV's HEV's and Rf4EWe market our products in many segments ofrdmesportation sector including passenger vehiieslight trucks
commercial trucks and buses, offad vehicles including agricultural and constroctiequipment and military vehicles. We believe prwprietary permanent magnet propulsion motor amdomcontrol technology delive
exceptional performance at a highly competitivetc@air principal products include propulsion motarsd generators with power ratings from 50 kilowaet 200 kilowatts, auxiliary motors and electronantrols, DC-toBC
converters and DC-t&C inverters that convert direct current to usaddternating current. The principal attributes of pooducts that we believe differentiate our prefiy products are compact size, high torque dsfjvaglr
power density (the ratio of power output to weigdmyl high energy efficiency.

We believe we are wepesitioned to participate in the expanding worldsviiarket for clean vehicles. In addition to ourtfmio of high performance products, we have takenumber of steps over the last several ye:
position the company to meet the needs of our aotie customers including; 1) adding additionalhteical and manufacturing resources and capabRiydesigning, installing and qualifying volume pration lines for o
motors and generators and their related electrommdrollers; 3) establishing a global sourcing dalits; 4) enhancing our logistics, production and admiaisie processes to support higher volumes of matwurfiag operation
and 5) relocating our headquarters and manufacfunrerations into a 129,304 square foot, worldscfasility with 15 adjacent acres for future exgans

In June, 2010 we entered into a ten year Supplyedmgent with CODA Automotive to supply UQM PowerRh@o® electric propulsion systems for CODA's #dletic four-door sedan. Throughout FY 20w& delivere
preproduction systems that have been incorporatevelopment and test vehicles and other test dieg marketing vehicles. CODA has announced thatgects to begin sales of its passenger caeétsfland consumers in
State of California in the second half of calendear 2011. We have also completed supply agreenzemtsegan shipments to Proterra, Inc., a develap@rmanufacturer of adéllectric composite transit buses and Ele
Vehicles International a developer and manufactofeil-electric medium-duty delivery trucks.

Our electric propulsion systems are powering séd@aelopment vehicles including the all-electrindh A1 e-tron, Saab 9-3 ePower and the Rolls Rd@2EX Phantom car. Our propulsion system and genetatoe also bet
used by Citroen in a hybriglectric rally car. In addition to these progrartiee company is supplying its electric propulsiorstsyns and generators to numerous other internatiriamakers and entrepreneurial autom«
developers as part of their HEV, PHEV and EV vehitévelopment programs.

We have been awarded a $4illion grant from the U.S. Department of EnerdpQE") under the American Recovery and Reinvestresit("ARRA"). The objective of the grant is to aterate the commercialization
products and the installation of manufacturingasfructure necessary for the deployment of elecéfucles, batteries and components in the UnitateS. Capital expenditures for facilities, toolewgd manufacturing equipmi
and the qualification and testing of products asged with the launch of volume production for COBWtomotive and other production intent customaralify for 50 percent reimbursement under the DOE program. Oilitye
to utilize funding from this grant has allowed wsaccelerate the productionization of our produstfplio and install volume production lines andhet infrastructure providing us with a significaatdvantage over other mo
manufactures and competitors who do not have a¢oessch funds.

We also have a marketing collaboration with Borgkéar(NYSE:BWA) on electric powertrain products &di-electric and hybrid electric passenger automobilesler this arrangement, our respective companigsge leads t
and recommend each other's products where appt®ptitathose customers seeking electric powerpadducts. We expect that BorgWarner's global reache automotive industry will bring a higher léwé visibility to our
electric propulsion system products and resultdditgbonal business opportunities with automobilstomers worldwide. In addition, we have forged tielships with several vehicle integration comparaeound the world wt
have developed extensive knowledge about the peaice characteristics and capability of our praarieproducts. Vehicle integration companies apcglly retained by automobile manufacturers toedep concept cars a
technology development vehicles. Our relationshijtk integration companies provide an invaluableketing channel for the placement of our produstsarlystage development vehicles, which we believe, breahances tt
opportunity for our products to be selected forgheduction launch of many of these vehicles.

We derive our revenue from two principal sourcesthe manufacture and sale of products engineeyedsband 2 funded contract research and development seryiegfsrmed for strategic partners, customers ardtts
government directed toward either the advancemiatioproprietary technology portfolio or the amgliion of our proprietary technology to customersducts. For the fiscal year ended March 31, 2014l revenue rose 3.8
percent to $9,021,302 and our net loss for thefigear declined by 51.9 percent to $1,992,358000&per common share.

Electrification of Vehicles

Potentially large markets are developing as a tedithe electrification of a wic-range of vehicle platforms. Increased electrifizatis being pursued for a variety of applicatioedfic reasons includin¢l) changing consum



preferences, 2) global macro-economic and geoipallilevelopments, 3) the high price of gasolineindreasing competition, ang &dditional governmental regulation and incentiv@sthese reasons, additional governme
regulations and incentives has emerged as a signiffactor in the development and potential ratgrowth of the emerging vehicle electrification rkets and is being reinforced by rising crude oi€@s and higher gasoline ¢
diesel prices. This trend toward higher fuel priteexpected to continue for the foreseeable futdineen by tight supply levels, geopolitical turihio key oil producing countries and expected fetincreases in world dema
driven principally by escalating consumption of fibfuels by developing countries such as China bmlia. In addition, government regulations manuatieductions in pollutants from diesel engines epected to furth
accelerate the trend toward electrification asemsingly stringent regulations continue to be pseploand adopted. In 201fhe U.S. government announced its intention tplément new regulations extending fuel econ
standards to medium- and heavy-duty trucks forfiisetime beginning with model year 2014. CAFErstards will increase by 4fercent requiring the average fuel economy of emahufacturer's passenger car and light |
model offerings to be 34.1 miles per gallon by 2@liminary rulemaking for stricter standarddater years is currently underway.

Other recent U.S. Government legislation provideeitives for the production and sale of environtalgnfriendly vehicles, including the Advanced heology Vehicles Manufacturing Incentive Progrand dine America
Recovery and Reinvestment Act of 2010. A partitirig of some of the more notable provisions o thgislation includes:

Federal and state tax credits for the purchasexdf@nmentally friendly vehicles

e Low cost loans to manufacturers and component &rspb purchase infrastructure and develop manurfiag capacity for clean vehicles and componesesilin these vehicles
e Funding for government agencies to acquire enviemtally friendly vehicles

Grants for the development of clean vehicles ardrclivehicle component technology

Grants for the development of a "smart" electrid gr
In November 2010, General Electric announced &s pb purchase 25,000 electrified vehicles by 2@dpresenting the largest commercial order foremwnentally friendly vehicles ever placed.

In March, 2011 President Obama announced a dieetigovernment agencies to ensure that by 20lL6ewal vehicles they purchase will be alternativel vehicles, including hybrid and electric veleisl The Federal governm
operates more than 600,000 fleet vehicles

In addition, China is in the process of approvingan that would provide $100 billion Yuan (appmmately $15 billion USD) over ten years for investmim core technologies related to all-electric agtrid electric vehicles.

The electrification of conventional vehicles, ramgifrom passenger vehicles and over-the-road trutkoff-road vehicles such as agricultural tractors, cooson equipment and military vehicles, can pohti offer
improvements in fuel economy and emissions. Thetefieation of vehicles can range from simply r@ghg inefficient belt and gear driven under-tieed auxiliaries (water pump, power steering, HV&@npressor drive
cooling fans etc.) with efficient electric poweredes, to eliminating the internal combustion enginérely and replacing it with full electric prolsion such as in a battery or fuel cell poweredisleh Improvements to fu
efficiency resulting from electrification will inélly add to the cost of a vehicle, although pdrthis cost will be offset by lower operating ancimenance costs. With rising fuel prices and govemnt incentives, vehicle mak
are finding it much more feasible to justify thidded complexity and cost.

Numerous studies have been conducted over thedastal years indicating the potential for electgbicles to capture significant market share @fremext five to ten years. Tatl summarizes the forecasts of these studies:

Table 1: Electrification Forecast - Unit Sales (thonsands)

Geography  Forecast Year PHEV BEV
Pike Research| United States 2015 200 60 260
Deloitte 2015 up to 50-80
Consulting United States 2020 up to 300-800
BCG North America 2020 up to 1.350 up to 1.350 2700
ID Power and| Worldwide and World: 1,300
Associates United States 2020 USs: 100
McKinsey & 2020 up to 4.500 up to 1.500 up to 6,000
Company Worldwide 2030 up to 22,000 | upto 7.000 | wupto 29.000

Source: UCLA Luskin School of Public Affairs, May 2011
We believe that the trend toward increasing elfication of vehicles will continue at an accelethpace providing a substantial opportunity for tihead commercial application of our products.
Technology

Our technology base includes a number of propgeiechnologies and patents related to brushlesagent magnet motors, generators and power eléctcontrollers, together with software code to lilgently manage tr
operation of our systems.

The operating characteristics of electric motorsviehicle propulsion are different from those ofrmeonventional industrial motors. Propulsion mstigteally deliver high levels of torque efficiendy variable rotational spee
and possess the ability to transition from highgter to high speed over a relatively constant paweve allowing, in many cases, the elimination ofieentional transmissions. Our proprietary promuissystems have be
specifically developed for these applications aeliver exceptional torque and high rotational sjgeaca compact, energy efficient machine.

The typical architecture of a UQMe@lectric machine (motor/generator) consists ofostwinding employing a high pole count configioat which allows for high copper utilization (mmizing energy loss and cost), and a r
that contains powerful rare earth permanent mag@ammutation of the machine is accomplished edeatally by sensing the position of the rotor ifat®n to the stator and intelligently pulsing atézal energy into the stai
such that the electric field generated by the statieracts with the magnetic field of the rotorpgucing rotational motion (motor operation). Corsedy, the application of rotational motion by arteznal force results in tl
generation of electrical power (generator operatitfQM® machines can be operated in either a forward cersevdirection of rotation and either in motor engrator mode and can dynamically change from ooéeno
operation to another in millisecond response tiffiee design features inherent to the electric maclsiontribute to lower usage of copper, iron anceothaterials generally (due to smaller package dgioas), reducir
manufacturing costs compared to conventional mashai similar power. UQM@®@nachines have high operating efficiencies, high grosensity (high power output to weight ratio) ajeherally have smaller external dimens
and weight for a given power output, improving pegikg. These attributes have allowed us to priceadvanced motors and controls competitively wétbser performing conventional motors and contwetich we believe wi
accelerate the rate of commercialization of ouhtetogy.

Attributes of our microprocessor-based digital ppwkectronic controllers include high power operat{up to 600 amps at 400 volts), fayradrant control (forward/reverse and motoring/getireg), reduced switching los:
relative to conventional technology, adaptive slviiiening control and controller area network ("CANapability. As a result, UQM®ontrollers have high operating efficiencies, higlwer density (high power output to wei
ratio) and generally have smaller external dimemsiand weight for a given power output, improvirglaging.

The UQM® embedded digital signal processor (DSP) softwartheésintelligence that coordinates the interactietween the motor/generator and controller, as elinterfacing with a vehicle controller. Softwarentro
algorithms are an important part of the Companytsliectual property portfolio. One aspect of tbéware is a patented method of control referredstd@hase Timing Advancement that enables UQiviors to deliver both hig
output torque at low operating speeds and high pawimcreasing operating speeds. We have extetidecapability of Phase Advance Control by usingptive Control techniques. These proprietary safvedgorithms alter tt
switching strategy as a function of DC voltage, rapieg speed, output power and temperature to d@ptisystem performance under dynamically changemglitions. The result is maximized output and éficy that decreas
fuel consumption in hybrid electric vehicles andrirases the range of battery electric vehicles. Jbmpany's software also optimizes the output ppéraf voltage and current, maximizing the utilizat of the onboard stor
energy and other electrical devices by extractinggr from substantially the entire electrical cyofethe motor/generator. The development and apidio of these proprietary control algorithms hallewed us to contint
increasing the peak and continuous power outputlamefficiency of our systems. In addition, ountollers now have user configurable functionadityd increased data transmission speeds and resfimese improving vehic
capability. Included in this functionality is théility to switch between torque, speed, and voltagatrol dynamically, which is especially usefut fearallel hybrids and generator applications of tchnology. For vehic
developers, our Graphical User Interface provittesmeans to tailor UQM® systems to create the eésiriving experience.

Desired propulsion attributes consist of high terqa launch the vehicle from a standistgp, with a subsequent transition to high powethasvehicle is accelerated to highway speedshénntajority of conventional interr
combustion engine powered vehicles, the transitiom high torque to high power is accomplished tiyio the multiple gear changes performed by a mechlatmansmission. UQM®&ystems, incorporating proprietary C
software technology , are suited as propulsionedrin HEV's, PHEV's and EV's due to their abil@ypbwer a vehicle from a standisgep to highway speeds without mechanical geargdmrthereby eliminating the size, wei
complexity and cost of multi-speed mechanical tmaissions.

The ability to provide both high torque and higp &peed creates additional advantages in militehicles. High torque at low speed translates iftstacle and grade climbing capability that is meimallenging in an offeac
environment, while high speed enables pursuit, dashevasive maneuvers as well as convoy trans@ortventional propulsion systems meet the highuerand high road speed requirements by using arigsion an
additional gearing beyond that used for commeraicles.

We have also developed auxiliary electronic prositicat perform other functions on HEV's, PHEV's &\s. We currently manufacture proprietary DC-t6-Donverters that reduce the voltage level of a\280to 450volt
vehicle battery pack to 12 or 24 volts powering éowoltage devices onboard these vehicles. Wedadfso a high voltage DC-to-AC inverter, which comigeDC power stored in vehicle battery packs tchigality 110volt AC
power. This device has an output efficiency of a8 percent. We also offer a high voltage DC-to-iderter, which converts DC power stored in vehibhttery packs (250 volt to 450 volt) to high dyal10/120volt AC
power. This device provides 5 kW of sinusoidalpouit(40 amps) with an efficiency of up to P8rcent. It powers devices that are typicallyggled into a standard wall outlet and its high powueality will handle sensitive loac
including communication systems and power tools.

We have two U.S. patent applications pending reél&denew technology: one that relates to electichines and another that relates to invertersddiitian, we have submitted two additional provisibapplications. We are al
performing internally funded research and develapnte continually improve the functionality of theicroprocessor software we use to intelligentlytomirour motor/controller system.

The majority of our research and development a@iviare the result of projects contracted with aumtied by customers, for which we typically retaitellectual property rights in the resulting tactogy developed. Custon
funded development activities are recorded in amarfcial statements as contract services revendettan associated development costs are shown &s @bsontract services. Interne-funded research and developn



expenditures are charged to research and develdmxpense when incurred.

In recent years, we have focused our research emelabment activities on the development of comiaéproducts and production engineering activiteesower the cost of manufacture, as well as endahe performance a
capability of our systems, as opposed to basicareken the field. We believe our future growthdispendent, in part, on the continued advancemeatiofechnology portfolio and our ability to commiatize our technology
additional product applications and markets. Actragly, we expect to continue to pursue additionstomer funded programs and to selectively investternally funded development projects to accasipihese objectives.

Markets for our Products

We believe that our technology and products ard-seeted for application in a wideange of vehicles as the trend toward electrifaraitontinues to gain momentum. In this regard, aweehfocused our attention on sev
markets where we believe we can most effectivetypete and which we expect will have higher thamaye rates of growth and expansion. A brief deiornpof each of these markets follows:

Passenger automobiles and light trucks - In past years, more than 50 million passengesraabiles and light trucks were sold worldwide ofigéh11 to 17million units were sold in the United States. Otrer last several year
market has developed for automobiles that are peavby hybrid electric powertrains. These vehiclagehgood performance and provide above averagesfielomy compared to conventional automobiles. Béestablishe
automakers have introduced vehicle models incotpayaybrid electric powertrains including Toyofdissan, Honda, Ford and General MotoSeveral automakers have also introduced or anndupless to introduce all-
electric passenger vehicles in the coming yeactyding Nissan, Mitsubishi, Ford and CODA AutometivThe CODA all-electric passenger car is powered QM® electric propulsion system.

We have announced that Audi, Saab and Rolls Rogee &ither development test fleets or developmehicles in place that are powered by UQM® elegirimpulsion systems.

In addition to established automakers, there ararigty of small entrepreneurial companies thatdeeeloping and have introduced or intend to intoedall-electric, hybrid-electric or plug-in hybrédectric cars. Most visible
these companies is our customer, CODA Automotive wlans to introduce an all-electric passengeiclein calendar 2011 (see also “"the CODA Progrhaeitw), Tesla, who has introduced anel#etric sports car and hope
introduce an all-electric passenger car in a fearyeand Fisker Automotive, who has introduced a-puhybrid sports car and also hopes to introdaiq#ugin hybrid passenger car in a few years. Althoughmynaf thes
entrepreneurial companies lack substantial findmegources and/or significant automobile indusixperience, they are pursuing a variety of stratetp introduce these types of automobiles inteeeihiche markets, such as
fleet users or higlend luxury sports car buyers, or the consumer \emarket generally. Should any of these compalnéesuccessful in commercializing their product wffgs, it could cause the growth rate of this matk
accelerate. These companies are generally usiogieler hybrid electric powertrains that they haleveloped themselves or have been developed ky etiirepreneurial companies.

Trucks, Buses and Recreational Vehicles - The U.S. Department of Energy estimated thatd872 trucks consumed 6.3 million barrels of crudeper day and they project that by 2030, truckd wonsume approximately 55
percent of all crude oil used in transportation1@million barrels of crude oil per day.

In recent years, approximately 6 million trucksses and other medium and heavy-dutyoad vehicles were sold in the United States eaeln, yalthough these quantities have declined dwelaist couple of years. The markei
these vehicles is characterized by a large numbsuppliers, a wideange of vehicle designs and configurations, de@swer and performance levels and relatively lowdpction volumes for each model. As a result,typécal
truck, bus and other medium and heavy-duty veli@@ufacturer have traditionally osturced many of these components and will likelytiome to do so for the components necessary tiriéf{etheir vehicles. Accordingly, v
expect these manufacturers to purchase produats $tppliers who have developed technologically aded electric motors; generators and power eleictremergy management controls that can be appligtieir vehicles
Recently, a subsector of this market has begumeteldp for medium-duty delivery trucks that operarea welldefined route where average daily mileage requirgsneave little variability. In this subsector,dkumanufacture
are beginning to offer delivery trucks with custdesigned battery capacity whereby the deliveryaletias only the battery content onboard that ¢essary to achieve its route mileage plus a smedéiment of additional ener
for contingencies. For these trucks, the optimaeunt of energy stored in batteries reduces teeafdhe batteries onboard an all-electric truxk point where the vehicle is nearly competitivediced, on a lifesycle cost basi
with a conventional internal combustion poweredweiey truck of the same size. We believe this pigcparity will accelerate the growth of this sulisein the near term.

We are currently supplying an automotive qualifiz¢d-to-DC converter to Eaton Corporation which isdi®nboard medium and heavy-duty hybrid trucks bglé&reightliner, International and Paccar and fierdor sale a DC-
to-AC inverter to meet the growing onboard and expower requirements of hybrid trucks. We are dyipg electric propulsion systems under a supplseament to Electric Vehicles International, who Haseloped an all-
electric medium-duty delivery truck. We expect thedium and heavguty hybrid electric truck market to grow at an elecating rate as potential customers for thesécie=hgain a greater understanding of their openati
environmental and economic advantages.

Several truck manufacturers are also consideringratlectricallypased products that either enhance the utilithei tvehicles, such as the ability to generatedangounts of exportable electric power, or that imayecessary
meet regulatory mandates, such as diesel engingsiEmistandards and restrictions on emissionsngrisom diesel engine idling. We intend to contiriaeaggressively pursue the commercialization affoducts for these a
other applications in the market for electric agbiiid trucks as it emerges over the next severatsie

We are also supplying propulsion systems for elebses being developed and produced by Protecaunder a supply agreement. The 37-foot Prowsraposite body bus is being developed in bothllaslectric battery ar
plug-in hybrid configuration. Proterra recently annced their plans to build a 200,000 square fastrhanufacturing facility in South Carolina.

Off-road vehicles - There are a wide-range of off-road vehicles solthe United States each year. These vehiclesriogn small - wheelchairs, golf carts, fork truckiding lawn mowers, snowmobiles, all-terrain \@és, etc., -
to large construction, agricultural and mining qupent. The markets for small vehicles are typicaligracterized by relatively high volumes, low potevels and commodity pricing. We expect to coméitto compete selective
in small off-road vehicle markets where the custorequires advanced technology or superior perfacaand where acceptable gross profit margins aeerable.

The market for large equipment - tractors, consima¢ mining and other specialty equipment - possssnany of the same characteristics as the oeepdu truck market described above. In recent yéars,estimated th
approximately 500,000 of these vehicles were solthé United States annually. Accordingly, we expkese vehicle manufacturers to purchase produdtssimilar specifications as those required ia gver-theroad truck an
bus markets from suppliers who have developed topitally advanced electric motors and power efetit energy management controls that can be appigheir vehicles. Although these vehicles adpced in relativel
lower volumes, they nevertheless represent a sutistapportunity due to higher power levels, sabsial technical complexity and therefore substalytihigher product content and dollar value pehigke. We have provide
systems to several large off-road vehicle devemfarboth electric propulsion and under-the-hooxilary applications.

We have also developed electric power productshierircraft and aerospace market and the boamamishe market. In the boat market, we have develg@merators for onboard power production in hyetittric boats as wi
as electric propulsion systems. We believe thafilkeefficiency benefits of vehicle electrificatican be realized in the boat and marine markeéhofgh our focus is primarily oread applications, we will continue to lever
our technology and products in these potentialigeaniche markets as opportunities present themselv

Military vehicles - The U.S. military purchases a wide-range of gtbuehicles each year including combat vehicles sisctanks, selpropelled artillery and armored personnel carriasswell as a variety of light, medium
heavyduty trucks for convoy and supply operations andtlie transport of fuel used on the battlefielde Thilitary is particularly interested in the eléfitation of vehicles because the attributes thase vehicles possess o
exceptional potential for the military to achiev® longterm objectives of developing a highly mobile, Etfighting force. Fuel economy improvements initaily vehicles transfer into substantial savingsupport infrastructu
and transportation costs associated with transppftiel to the battlefield, which is typically theands of miles from the United States. For exanipfagl economy improvements of Zfercent are achieved in the average tru
corresponding amount of fuel does not have to d&esported and therefore a corresponding numberméaes or tankers are not required in the trartafion process. Also, the availability of onboatdctrical power on milital
vehicles opens up new opportunities for the develant of sophisticated surveillance, detection aaitléfield monitoring equipment and for laser, mizave and electrical pulse weapon systems. Ittimated that the milital
purchases approximately 8,000 trucks per year aedter numbers during periods of armed conflictisAthe case with large ofbad equipment, these vehicles are produced itivela lower volumes, operate at higher po
levels, have substantial technical complexity ameteéfore substantially higher product content aoliad value per vehicle. We have, over the lasesagvyears, been working with a number of militapntractors and vehic
makers including DRS Technologies, AM General, B&stems, Boeing, General Dynamics and others, atofype hybrid electric vehicles, high export powenerators, electric auxiliaries, DC-to-DC congestand DC-tAAC
inverters. Although this market has not yet emeygezibelieve that it may begin to soon, driven ity availability of hybrid electric components iretbommercial truck market that operate at simitawer levels as those requi
by many military vehicles.

Marketing Channels and Sales

We market our products in a variety of differentywalepending on the end market and the complexithe product. In the automotive sector we markat electric propulsion systems and generators girdhe following
channels:

e Direct Sales

e Vehicle Integrators - This marketing channel isrelsgerized by the development of a relationshifpnwitmpanies that perform vehicle development awior automobile companies worldwide. Many afsé companies
have substantial autonomy to source vehicle compisrat the earliest stages of a vehicle developmegram. As a result of our multi-year relatiopshsupplying many of these companies with our pctgjuve have
been able to develop and foster within their orgatidons a confidence in the performance charatitesj®ase of application and durability of ourdgurots that have led to additional early stage pheesgs of our products in
automakers vehicle development programs.

e Cooperative Marketing Arrangement$hese arrangements typically are characterizecbgxclusive marketing cooperation with other vehimbmponent developers and manufacturers whereetivagkpartners introdus
UQM® products to prospective customers who are idensig a component being sold by our marketingngarand vice versa. For example, we currently f@vactive cooperative marketing arrangement with
BorgWarner, who has developed a transaxle forlatitec and hybrid vehicles that is matched to BawerPhase Pro® 100 kW propulsion motor and a tipeed transmission matched to our PowerPhase HID&W
propulsion motor.

We opportunistically market our technology in weditablished markets for products that incorporéetec motors, generators and power electronictretiers where addedalue can be provided to the end product ust
adopting our technology. Examples of existing electehicle markets that we believe may presenbdppities for the commercialization of our propaig technology include electric aircraft tugs ariber support equipme
commercial floor cleaning equipment and other simiharkets where the product application generatjyires high torque and variable speed operalioaddition, there are a multitude of electric &axy motors used on aircr:
and automobiles such as HVAC compressors, fan blavedors that provide a further opportunity for legement by our systems.

We have developed and commercialized several ptedac existing markets. These products includeralilower motor and a compressor drive motor thatuaed in aircraft air conditioning systems maoufed by Keitl
Products, Inc. and an electric brake actuation mbtat is used in selected golf carts manufactie@lub Car, Inc.

We expect to continue to commercialize both tecbgichlly advanced and low cost products that weeligvto customer specifications in selected laegégblished markets.

Funded development projects are typically markétedugh a technical selling process that encompatiee submission of an engineering proposal byemgineering staff in response to a request for ggapor from othe
methods designed to find and identify customer &ehdevelopment opportunities within our area ofestipe.



CODA Automotive Program

We have a ten year Supply Agreement with CODA Auitive to supply UQM PowerPhase Pro® electric prejmu systems for their aéllectric passenger sedan that is expected to tmlinded in California in the second hal
calendar year 2011. The supply agreement providesreework for CODA or CODA's manufacturing parév purchase 20,0@ectric propulsion systems from us over the finst years of the program. Under the terms o
Agreement, CODA or CODA's manufacturing partnett g8ue blanket purchase orders covering their anpurchase requirements and issue thereunder neeitable delivery releases against the blanketrord

CODA Automotive has announced that to date it fagsed over $200 million in capital to facilitateetexecution of its business plan and is currentiysping an additional $5fillion in equity capital. CODA has stated the
hopes to sell 10,000 to 14,000 vehicles in the firelve months following the vehicle's introductio

The CODA all-electric sedan was developed by CODwtrnal team of engineers working with multipleenal engineering partners, including Porscheiitggging. The vehicle is expected to have a baise pf $32,40ftel
applying a $7,500 federal tax credit and a $5,G86<ax credit from California for qualifying buge CODA has also announced its plan to sell thecke in the state of Hawaii and in China. The isapowered by a 10BW
UQM PowerPhase Pro® electric propulsion system,eeda 33.8 kWh lithium-ion battery pack which COB*pects will provide a vehicle range between chsmgf 90 to 120niles depending on individual driving habits. -
onboard charger plugs into a 110V or a 220V outfet can charge for a 40-mile commute in approxitpaveo hours (full charge in less than six hoursp20V. CODA advertises that the CODA sedan is bddky a three-year/
36,000 mile warranty and an eight-year/100,000 inélgery warranty.

The CODA electric sedan chassis will be assembfetitested, incorporating the UQM® powteain on an assembly line operated by Harbin Hagomobile Industry Group Co., Ltd. (“Haifei"), ahally owned subsidiary
Chang An, one of China's largest and most respecttmmobile manufacturers. Hafei has over 575,@@0@wse meters of production facilities and 11,00pleyees.

CODA has announced that the battery system forG®®A passenger car is being supplied by a jointtwenbetween CODA Automotive and Tianjin Lishen tBat Co. (“Lishen"). Lishen is one of the worldades
manufacturers of lithiunien cells and a key supplier to Apple, Motorolan8ang and Vodafone, among others. CODA is workingstablish U.S. based manufacturing of their jegriture batteries and final vehicle asser
operations.

CODA's stated strategy is to design, brand, maakel distribute electric vehicles utilizing manufaatg partnerships which allow it to develop vebglrapidly in a flexible manner - avoiding the fttmtally capitalintensive
nature of the automobile business. CODA expectmniploy a direct distribution model. CODA expectatthehicle maintenance and service operationsbeilperformed through an outsourced network comgrigeorand nam
car service partners.

Other announced suppliers to the CODA program gellContinental (electronic stability control); Pkl (DC to DC converter and electric power steexi®prgWarner (transaxle); Hella (electric vacuummp); Energy C
(battery management system); Lear (battery char@dITEC (main controller); and Mitsubishi (electhC compressor).

Our Agreement with CODA also provides that if COBAits manufacturing partners, if any, do not octilely purchase 15,000nits within the first two years following the lach of production, they will be required to m
specific payments to us.

U.S. Department of Energy Stimulus Grant

We have been awarded a $45,145,584nt (the "Grant") from the U.S. Department ofefgy (‘DOE") under the American Recovery and Restveent Act (the "Stimulus Act”). The Grant providesds to facilitate tr
manufacture and deployment of electric drive vedsicbatteries and electric drive vehicle componentise United States. We are one of seven companenufacturers selected for an award and the smbil business under 1
component category. Pursuant to the terms of osiséence Agreement, the DOE will reimbursed@cent of qualifying costs incurred for the push of facilities, tooling and manufacturing equgnty and for engineeril
expenditures related to product qualification agsting of our electric propulsion systems and offteducts. The initial period of the Grant is thgpwanuary 12, 2013.

The $45.1million size of the Grant is based on the estimatest of a project to implement high volume mantifeing operations provided in our application tte DOE under the Electric Drive Vehicle Battery @amponer
Manufacturing Initiative. Funding for qualifying @iect costs is currently limited to $32 million iéintuly 13, 201] at which time we are required to provide the D@th an updated total estimated cost of the progdgang witt
evidence of firm commitments for our 50 percentreta the total estimated cost of the project iness of our currently accepted cost share mat@8dillion. If an extension or modification of thisquirement has not occur
or all such funds have not been secured, we mbstisLby such date, a funding plan to obtain thmaimder of such funds, which is acceptable to tR¥EDor the award may be terminated.

The Grant is also subject to our compliance wittiaie reporting requirements. As specified in thet,Ave are required to use the Grant funds in an@athat maximizes job creation and economic benefhe Stimulus Act ar
the Agreement impose minimum construction wageslamor standards for projects funded by the Gradtsome sourcing restrictions.

If we dispose of assets acquired using Grant fupdive may be required to reimburse the DOE upoh sate date if the fair value of the asset on e of disposition exceeds $5,00he amount of any such reimbursen
shall be equal to 50 percent of the fair valuenefasset on the date of disposition.

While UQM has exclusive patent ownership rightsa&oy technology developed with Grant funds, werageiired to grant the DOE a non-exclusive, nonsfenable, paid-up license to use such technology.

The Grant has numerous benefits to the Companytsastiareholders including: 1) substantially redgdihe Company's cost of capita);<ibstantially mitigating the financial risk ofgaiuctionizing our products and acquiring
facilities and equipment necessary to support velyroduction of our products; 3) substantially m@dg our product qualification and testing costsg &) improving product margins on products manufactuoe equipmel
subsidized by the Grant.

At March 31, 2011 we had received reimbursemewts fihe DOE under the Grant totaling $10,409,08®ith $7,310,336 was for capital assets and $3/@38yas reimbursements of product qualification arsditig costs. W
also had an amount receivable from the DOE at M&dcH2011 of $1,552,528 of which $662,620 represgn¢imbursement of capital asset purchases ar@|$8Bvas reimbursements for product qualification astihg cost
incurred.

The application of grant funds to eligible capaaket purchases under the Grant as of March 31,i2Gis follows:

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

Manufacturing

It is our primary objective to become a major mactiirer of electric motor, generator and other pastectronic products that incorporate our progigtechnology and to supply these products tattedybrid electric and fu
cell electric vehicle manufacturers and/or theirTl suppliers. To this end, in December 2009 vepiiaed a 129,304 square foot facility on 15 acogether with 1%cres of adjacent vacant land in Longmont, Colotadsuppol
our expected growth in manufacturing operations.h&ee installed and qualified two semi-automatestipction cells at this facility with a two shiftpacity to produce 40,000 units a years of our aotora 100 kW and 13&W
PowerPhase Pro® electric motor and motor controliéx expect to add additional production capacitthis facility coincident with future demand.

Over the last several years we have establisheddugtion engineering group with decades of martufawy design and production experience, much athis specific to the electric motor or automotimeustries. We ha
adopted the Advanced Product Quality Planning ("RPQutomotive procedures for the development aidmre production of our products and we are comtigito expand our production engineering group cidient with th:
growth in our customer base and the number of custgrograms we believe will proceed to full sgadeduction. We are also upgrading our softwareesgstand enhancing our internal processes in priggaia anticipation ¢
potentially rapid growth in our production volumes.

We also have a production cell for the assemblyusflarger frame size, higher power, lower volumet@type motors. The annual capacity of this celipproximately 5,000 systems per shift per year.

We also manufacture a truck qualified DCRG converter for Eaton Corporation as part of tiibrid electric power system for the heavy truckrket, as well as for other electric and hybrict&le vehicle manufacturers. \
have a dedicated manufacturing cell for these ®laitt boxes that includes the robotic applicatidrs@alant, sixteen hours of buim-cycling between hot and cold temperature extserpeessure testing for cooling leaks
complete functional testing.

In order to ensure our cost competitiveness, we faaopted a manufacturing strategy for the near térdesigning all product components and thenapgrthese parts with quality suppliers. Final assly, testing, paclout anc
shipping of the product are performed at our Caloréacility. We have established relationships witany high-quality, loncost suppliers, including a number of internatiooainpanies. Future plans are to continue
development and introduction of more advanced anonaated manufacturing systems which we believeeméure our competitiveness in new and growingketar

Our manufacturing operations are certified to 8@ 19001:2000 standard. Over the next several yezuexpect to qualify our manufacturing operationder the more difficult TS 16 standard for the auttive sector.
Our Opportunity

We have developed a range of products includingtétepropulsion motors, generators, power eledtraontrollers and other power electronic produbtt we believe are ideally suited to the growinarkets for electric, hybr
electric and fuel cell electric vehicle



We believe that the launch of high volume manufaeguof our PowerPhase Pro® 100 kW electric propulsystem for CODA Automotive later this calengaar will give us a substantial “first mover" adtege as a Tier 1
supplier to the clean vehicle market. Specificathye introduction of our products that have bedly fautomotive qualified in commercial quantitieslivprovide substantial economies of scale, peiimgtius to achieve producti
costs and pricing that will be difficult for othengho have not launched similar high volume prodaretio compete with. We expect that this pricing anoduct availability advantage will allow us tatluer expand the roster
automobile makers who select our propulsion systemtheir future vehicle programs.

In addition to the passenger automobile marketjckelmakers of all types have been evaluating thiertial of applying electric and hybrid electrechnology to their vehicle platforms. Of these nfanturers, medium ai
heavyduty truck and bus builders and military manufaetsrhave been the most active, driven by the peeoce and fuel economy advantages available frésriebhnology, the need for large amounts of onbaad exportab
power and new federal standards requiring fuel esgnimprovements of 10% to 20 %. We believe thaséhindustry developments signal the beginning métantially largescale deployment of electric propulsion and rel
electronic products into markets beyond mass-mar&esenger automobiles. Should these products/esbedad customer acceptance, as we expect theyadadlitional opportunities will likely develop ovéme for our company.

In the past, we have supplied our electric propulsiystems and generators to small niche develamfestectrically powered vehicles or as part ohtealogy development and assessment programs by.®egovernment, ai
larger commercial customers. However, over the flast years, we have supplied our propulsion systemsumerous international automotive manufactuesrart of their electric and hybrid electric \adidevelopmel
activities, including publicly announced fleet wlidr vehicle development programs with Audi, Sazitroen and Rolls Royce. Should any of these aukemsaelect to utilize our products in future mokeinches, it would have
material impact on our future rate of growth.

We are currently investing substantial amountsushan resource and capital on establishing the naaturing infrastructure to meet CODA Automotivegiuirements as well as the potential productiomireqents of our oth
existing and future customers. As the markets foraustomers' clean vehicles expand, we expectaieradditional investments in support of our sgat® aggressively introduce automotive certifiedducts to satisfy o
customers' requirements.

We also expect to experience potentially rapid ghoiw our revenue coincident with the introductiminelectric products by our customers. In paratethese activities in the automotive market, wpeet to continue to purs
additional production opportunities for our propaigy technology in existing markets where the penfance of our products can provide our custometis acompetitive advantage in the markets theyeserv

Business Segments
At March 31, 2011, we had two reportable segméftiese reportable segments are strategic businésghat offer different products and services arelmanaged separately because of their differesiness strategies.
Technology Segment

Our technology segment encompasses the operatians &ngineering and Product Development Groupe Ehgineering and Product Development Group isppga with research and development laboratoriesofype builc
and test facilities for electric motors, generat@wer electronic controllers, software, and vighintegration activities. The technology segmenmducts customer funded and interndlipded research and engineering activ
directed toward: 1) the development of new motgesierators, and power electronic controllers totrtie® requirements of customers' specific prodpgiieations; 2 integration of our motors, generators and powectsnic
controllers into customers' products; and 3) suppbour power products segment and the low voluma@ufacture of motors, generators and power eleictepntrollers.

Power Products Segment

Our power products segment encompasses the operatioour whollyewned subsidiary, UQM Power Products, Inc. UQM PoReducts, Inc. is the manufacturer of our praprig products in higher volumes and is an
9001:2000 quality certified manufacturer of motansl electronic products designed by the company.

Effective April 1, 2011 we merged UQM Power Produdnc. into UQM Technologies, Inc.
Competition

All of the markets in which we operate are hightynpetitive. The markets served by the technologyremt are additionally characterized by rapid cleardue to technological advances that can rendstirextechnologies ai
products obsolete.

The technology segment has developed advancedielpgipulsion systems and components which we hompearket to vehicle Original Equipment Manufaetsr ("OEMs") and their Tier $uppliers throughout the world for 1
in electric, hybrid electric, plug: hybrid electric and fuel cell electric vehiclés.recent years, the market for hybrid electritoawbiles has begun to emerge, led by the intradlu@nd market success of hybrid electric veh
manufactured by Toyota, Honda, Ford and Generaloioand others. In the larger vehicle markets,riaional Truck and Engine Corporation, Freightlifeucks and Paccar offer hybrid electric mediduaty trucks an
Caterpillar, Inc. produces a belt-less engine/eiettacked bulldozer. As a result, additional \e@dimakers in both on-road and off-road marketseapgected to develop and introduce a variety ofridyblectric and alklectric
vehicles as the market acceptance of these veliolesnues to grow. We cannot assure that we velllable to compete successfully in this market gr @her market that now exists or may develop i filture. There a
numerous companies developing products that dewan svill compete with our systems. Some of thesamanies possess significantly greater financialsqrenel and other resources than we do, includstgbéished supp
arrangements and volume manufacturing operatiorsb®leve our principal competitors include Toydtanda, General Motors, Hitachi, Toshiba, Siem&wephi, Danaher, Enova, Continental, Magna, Rengsdd and Azul
Dynamics.

The power products segment competes primarily énatitomotive, heavy equipment, military and aerospadustries. Each of these industries is extrgrmempetitive. We face substantial competition aroatinuing basis fro
numerous companies, many of whom possess longeatopghistories, significantly greater financiaspurces and marketing, distribution and manufangurapability. We believe our principal competitanclude Advanced C
Motors, General Electric, Rockwell Internationalta¢hi, Hyundai, Toshiba, Siemens, Delphi, Danahe3,Communications, Enova, Continental, Magna, ReBosch and Azure Dynamics.

Patents
We hold several groups or families of patents.
U.S. Patent Nos. 5,311,092 and 5,319,844 disclodelaim a lightweight high-power electromagnetansducer and method of making the same. The qmmeling foreign patents have expired.

U.S. Patent No. 5,592,731 and U.S. Patent No. 33382relate to a stator for higiewer density electric motors and generators, antethod of constructing the same. Correspondindicgtipns have been filed and issue
several foreign countries.

U.S. Patent No. 5,677,605 discloses and claimsishbess motor and drive system using phase tindngrcement. Corresponding applications have bésthdind issued in several foreign countries.
U.S. Patent No. 5,982,063 discloses and claimdemtrie motor having an internal brake. Correspagdapplications have been filed and issued in s¢¥ereign countries.

U.S. Patent No. 6,522,13fIscloses and claims a method for controlling @shless electric motor having a rotor, and relédean accurate method for sensing rotor positiath detecting rotational speed over a broad ran
speeds. U.S. Patent No. 6,693,422 related U.S. patent entitled "Accurate Rétosition Sensor and Method Using Magnet and Sedousited Adjacent to the Magnet and Motor". Coresfing applications have been fi
and issued in several foreign countries.

In 2007, we filed patent applications for a staiesign in the United States, Canada, and Europe.U'8. and Canadian applications have granted @sRatent No. 7,755,244 and CA 2,615,lfEspectively. The Europe
application is currently pending.

In 2007, we filed patent applications for a pernm@meagnet rotor geometry for permanent magnet rigexctotors in the United States, Canada, and Eurbpe United States application issued as U.S.nPéte. 7,598,645The
Canadian and European applications are currentigipg.

In January 2010we filed a U.S. patent application for a disttéml generation power system having an integratedtrét utility meter and inverter system, includitige physical design, placement and interconneaiiotie
integrated electric utility and inverter systemr@sponding patent applications have been fileflrope and Canada.

In November 2010, we filed a US patent applicafimma rotor for a permanent magnet electric machiiés application is pending. Corresponding paggplications have been filed in Europe and Canada.
In addition, we have submitted two additional psdmnal applications.

In 1994 we executed an agreement with Alcan Aluminium itémh ("Alcan”) in which Alcan assigned to us all it rights, title and interests in certain motechnology developed under a program funded by AlcBinis
agreement further provides that we shall pay tcaAlooyalties of onéwalf of one percent on revenue derived from the ufeesture and sale of products or processes embgdiimrelated technology. The agreement expir
January 14, 2014. Royalty payments under this ageaefor the fiscal years ended March 31, 20110240id 2009 were $36,882, $25,349 and $39,850, ctsely.

We also intend to rely on the unpatented propretarow-how we have developed and now utilize in our preslug/e cannot provide assurance that others willimbependently develop, acquire or obtain accessut
technology. Although we protect our unpatented petary rights by executing confidentiality agreersewith our management, employees and othersagitkss to our technology, these measures may reatdzpiate to prote
us from disclosure or misappropriation of our piefary information.

Trademarks

We have registered the letters "UQM" in the U.SeRBand Trademark Office. Counterpart applicatioage been filed in numerous countries throughieeittorld, most of which have granted registrationsdicated them to |
allowable. We own three U.S. Trademark Registratifom "UQM" (International Class 7 for power transers, Class 12 for utility land vehicles, and €laéfor publications). The foreign trademark regisoas and applicatiol
include major markets where we are doing businesst@blishing business contac



We have also registered the trademark "POWERPHABfth we use in conjunction with certain of our putsion systems. The trademark is registered irEtim@pean Community and several other foreign agmt

Backlog

Our technology segment had unperformed serviceactstfrom customers, which will provide future eewe upon completion totaling approximately $0.8iom at April 30, 2011 versus $1.1 million at Ap&0, 2010 Our orde
backlog for prototype motors and controllers atiAp®, 2011 was approximately $1.2 million versus%million at April 30, 2010All such service contracts are subject to amemdpmaodification or cancellation. We expec
complete all unperformed service contracts ovemnthd fourteen months and ship motor and contrdiéeklog products over the next twelve months.

Our power products segment had an order backlappfoximately $2.2 million at April 30, 2011 compdrto $3.1 million at April 30, 201MMany orders are issued to us as blanket purobaies subject to the issuanct
subsequent release orders which direct the nunmzktiming of actual deliveries. Substantially afltbe backlog amounts at April 30, 2011 and 2@t€ subject to amendment, modification or cantieiaWe expect to ship
backlog products within the next twelve months.

Customers and Suppliers

We have historically derived significant revenuenira few key customers. Revenue from CODA Autonggtwhich is a customer of our power products segnvess $1,301,224, $573,250, and $22,850he fiscal years end
March 31, 2011, 2010 and 2009, respectively, remirsg 14 percent, 7 percent and nil of consolidatéal revenue, respectively. This customer adgwesented 16 percent ange&cent of consolidated total accounts receival
March 31, 2011 and 2010, respectively. Inventociassisting of raw materials, work-in-process amisfied goods for CODA Automotive were 38 percert 27 percent of consolidated total inventories ardh 31, 201%nc
2010, respectively. Revenue from Quantum Fuel $yst€echnologies Worldwide Inc., which is also atemeer of our power products segment, was $12,008,145, and $1,360,909 for the fiscal years endedcM31, 2011
2010 and 2009, respectively, representing niland 16 percent of consolidated total revenue, miedy. This customer also represented nil ané@@nt of total accounts receivable at March 31,124nd 2010respectively. W
did not have any raw materials, work-in-procesfroshed goods inventory for Quantum Fuel Systerashhologies Worldwide Inc. at March 31, 2011 an@i®®0

Principal raw materials and components purchasedsbiynclude iron, steel, electronic components, meégand copper wire. Most of these items are ahiailfrom several suppliers. Certain components yeus are custc
designs and if our current supplier no longer nmiheen available to us, we could experience prodoadielays.

U.S. Government Contracts

Revenue derived from contracts with agencies olil& Government and from subcontracts with U.SvéBoment prime contractors was $1,112,307, or I2gme of our consolidated total revenue, for tharyended March 31
2011, $2,488,321 or 29 percent of our consolidatéal revenue, for the year ended March 31, 20k $h989,872, or 23 percent of consolidated tataenue, for the year ended March 31, 2088counts receivable fro
government-funded contracts represented 49 pees&h8 percent of total accounts receivable as aitM&1, 2011 and 2010espectively. Of these amounts, revenue deriveh subcontracts with AM General LLC tota
$792,508, $1,807,063 and $434,181 which represéhpeicent, 21 percent and 5 percent of our catestldl total revenue for the fiscal years ended Mafg 2011, 2010 and 200@spectively. This customer also represente
and 8 percent of consolidated total accounts retddvat March 31, 2011 and 2010, respectively. itges consisting of raw materials, work-in-precesd finished goods for AM General LLC were nibal8 percent c
consolidated total inventories at March 31, 201d 2810, respectively.

Some of our business with the U.S. Government weafpned on a cost plus fixed fee basis. Theseraotst provide for reimbursement of costs, to thtemtxallocable and allowable under applicable ratihs, and payment o
fee. Certain other contracts with the U.S. Goveminpeovide for the reimbursement of costs on a &@@nt cost-sharing basis and have naoeed billing rates negotiated between the U.Se@wonent and us. Other U
Government business is performed under firm fixdédepcontracts. On "costhare" and "firm fixed price" contracts, we canunan actual loss in the performance thereof ifiined costs exceed the contract amount. All o
U.S. Government contracts are subject to modificatir cancellation at the convenience of the Gawennt.

We have an Assistance Agreement (“Grant") for $4%,334with the U.S. Department of Energy ("DOE") undee tAmerican Recovery and Reinvestment Act (theni@itis Act"). The Grant provides funds to facilitabe
manufacture and deployment of electric drive vedsicbatteries and electric drive vehicle componantse United States. Pursuant to the terms ofAtheeement, the DOE will reimburse us for percent of qualifying cos
incurred for the purchase of facilities, toolingdamanufacturing equipment, and for engineeringteeldo product qualification and testing of ourcélie propulsion systems and other products. Thielrperiod of the Grant
through January 12, 2013.

Funding for qualifying project costs incurred israntly limited to $32.0 million until July 13, 2Qlat which time we are required to provide the D@Euadated total estimated cost of the project aleith evidence of firr
commitments for our 50 percent share of the tatéilveated cost of the project in excess of our aulyeaccepted cost-share match of $3tillion. If an extension or modification of thisguirement has not occurred or all <
funds have not been secured, we must submit by dateh a funding plan to obtain the remainder ehsunds, which is acceptable to the DOE, or thardwnay be terminated.

If we dispose of assets acquired using Grant fupdire may be required to reimburse the DOE upoh sate date if the fair value of the asset on thte of disposition exceeds $5,00the amount of any such reimbursen
shall be equal to 50 percent of the fair valuenefasset on the date of disposition.

At March 31, 2011 we had received reimbursemeis fihe DOE under the Stimulus Grant totaling $19,@83 of which $7,310,336 was for capital assets$8)098,74ivas reimbursements of product qualification arstitie
costs. We also had an amount receivable from th& BtOMarch 31, 2011 of $1,552,528 of which $889,88&esented reimbursement for product qualificatind testing costs incurred. The application ahgfunds to eligibl
capital asset purchases under the Grant as of MrcR011 is as follows:

Purchase Cost Grant Funding Recorded Value
Land $ 896,388 448,194 448,194
Building 9,611,560 4,805,780 4,805,780
Machining and Equipment 5,437,965 2,718,982 2,718,983
$ 15,945,913 7,972,956 7,972,957

The application of Grant funds to eligible cap#akets purchases under the Grant as of March 30,i2@s follows:

Purchase Cost Grant Funding Recorded Value
Land $ 896,388 448,194 448,194
Building 6,772,314 3,386,157 3,386,157
Machining and Equipment 470,936 235,468 235,468

$ 8,139,638 4,069,819 4,069,819

Employee and Labor Relations

As of April 30, 2011, we had 80 total employeesyiom 79 are full-time employees. We have entenéal @mployment contracts with four of our executiicers. Three of these contracts expire on Au@2s 2012and on
expires on August 31, 2015. None of our employeesavered by a collective bargaining agreementb@lieve our relationship with employees has besretally satisfactory.

In addition to our fullime staff, we from time to time engage the serwiokoutside consultants and contract employeesetet peak workload or specialized program requirgsa@Ve do not anticipate any difficulty in loca
additional qualified engineers, technicians andipotion workers, if so required, to meet expandesgtarch and development or manufacturing operations

Available Information

We file annual, quarterly and current reports, gretatements and other information with the Seimsriand Exchange Commission ("SEC"). Anyone seekifirmation about our business can receive copfesur FY2011
Annual Report on Form 10-K, Annual Report to Shaleérs, Quarterly Reports on Form 10-Q, Currentdrispon Form &, all amendments to those reports and other dontsnéled with the SEC at the public referencetisa
of the SEC at 100 F Street, NE, Room 1580, Wasbingd.C. 20549. These documents also may be olokairee of charge, by: contacting our Investor Refe office by e-mail at investor@ugm.com; by paat (303) 682-

4900; writing to UQM Technologies, Inc., InvestoelBtions, 4120 Specialty Place, Longmont, CO 8050@0; or accessing our website, aelect "Investor Relations" and "SEC Filings."rebsite also includes our Au
Committee Charter and Code of Business ConducEginids as well as the procedures for reportingotation of business ethics.

ITEM 1A. RISK FACTORS

Our business is subject to a number of risks amémainties, many of which are outside of our coin



We have incurred significant losses and may contiraito do so

We have incurred significant net losses as showherfollowing tables:

Fiscal Year Ended Margh

2011 2010 2009

Net loss $ 1,992,358 $ 4,140,872 $ 4,402,019

As of March 31, 2011 we had an accumulated dedfc75,558,469.

In the future, we plan to make additional investieeén product development, facilities and equipmamd other costs related to the commercializationuo products. As a result, we expect to contitmecur net losses at le
through March 31, 2012 and potentially beyond.

Our operating losses, anticipated capital expendines and working capital requirements in the longerterm may exceed our current cash balances.

Our net loss for the fiscal year ended March 31,12@as $1,992,358 versus a net loss for the figeats ended March 31, 2010 and 2009 of $4,140,8d254,402,019, respectively . At March 31, 2011, eash and shoterm
investments totaled $24,211,275. We expect oue®ss continue through at least March 31, 2012ptdntially beyond. Our existing cash resourcegetiver with funding expected from our ARRA granowskl be sufficient t
complete our business plan for at least the ngktteen months. Should those resources be insuffiaie may need to secure additional debt or eduitging, which may not be available on terms ataiglp to us, if at all.

If we do not satisfy the terms of our U.S. Departmet of Energy grant, we may not receive all or any prtion of the $45.1million grant we were awarded and may be requiredo return amounts already paid to us unde
the grant.

We have a $45.fnillion award under the American Recovery and Restment Act's Electric Drive Vehicle Battery andn@ponent Manufacturing Initiative with the U.S. Rejment of Energy. This Award is subject to terme
conditions specified in the agreement between dstlae DOE. We are required to make a cash investorea dollar-fordollar matching basis to receive funds under thiaAl. If we are unable to match the total amourthe
$45.1 million award with funding from noRederal sources, we will be unable to take advantdghe entire Award, and could become ineligfiolecontinued participation in the program. Thembursement of qualified co:
under the award is currently limited to $32.0 roifli On or before July 13, 2011, we are requiregrtwide to the DOE an updated total estimated ab8te project along with firm commitments to fuadr 50percent share of t
total estimated cost of the project above the $&2lllon of matching funds we have previously reel credit for. If an extension or modificationtbfs requirement has not occurred or all such fumse not been secured,
must submit, by such date, a funding plan to obtiaremainder of such funds, which is acceptablthné¢ DOE, or the award may be terminated. In aidithe award may be terminated at any time atdrerenience of tt
government. Although we expect to satisfy the rezmient in the award, we cannot assure that thisinement will be satisfied and the contract wilk be terminated prior to receiving all of the preds.

CODA may not purchase from us all or any portion ofthe 20,000 systems provided for under its supplygaeement.

We have executed a supply agreement with CODAptmtides a framework for CODA, or its manufacturipaytner, to purchase from us 20,0&8ctric propulsion systems for use in automokitebe manufactured by COL
during the initial twoyear term of the agreement. Under the terms ofagieement, CODA, or its manufacturing partner Hak##l issue blanket purchase orders coveringrifaginual purchase requirements and specifyin
timing of delivery for such units, with a portiorf the delivery schedule considered to be "firm" amhcancellable. We have not yet received a pramlugturchase order under the CODA supply agreemtE@ODA, or its
manufacturing partner, does not purchase at I&g600Qunits under the CODA supply agreement, CODA mayehiired to make specific payments to us. For etenif CODA is unsuccessful in the developmenitefelectric
automobile, CODA or HaFei would not be obligategptochase electric propulsion systems from us DDA would then be obligated to make the paymepézisied in the contract to us. While these spegiiyments wou
cover much of our costs in preparing to supply tele@ropulsion systems to CODA, the payments atestantially less than the amount we would recéivesales of systems under the supply agreememiddition, CODA ma
not have adequate funds to make any such payneents @r may otherwise contest its obligation to, @md as a result it is possible that we may nesegive any such funds. CODA may also terminatestigply agreement f
any number of reasons.

We may experience challenges in launching producitioof electric propulsion systems on the scale eniosed under the CODA supply agreement.

Although we have installed and qualified productiies, we have not ever produced electric propualsiystems on the scale necessary to fulfill oligabons under the CODA supply agreement. We aksed to hire addition
personnel as production volumes for CODA incredige.may encounter difficulties and challenges inpamg-up our operations. If we are unable to successfntiyease our production volumes coincidence wihD@'s deliven
requirements we could breach our Supply Agreenieany such difficulties are encountered duringdarction launch it could have a material adverseatfon our financial condition and results of opierss.

Our revenue is highly concentrated among a small maber of customers.

A large percentage of our revenue is typically eitifrom a small number of customers, and we exghéztrend to continue and intensify as we begodpction under the CODA supply agreement. CODA imegome the sour
of a substantial portion of our revenue in at léhstnear-term. The magnitude of this revenue peddent on CODA's ability to introduce and selbigssenger vehicle in commercial volumes.

Our customer arrangements generally are non-exelubave no longerm volume commitments and are often done on ehase order basis. We cannot be certain that cessotiat have accounted for significant revenygais
periods will continue to purchase our products. dkdingly, our revenue and results of operations ey substantially from period to period. We algoasubject to credit risk associated with the esrti@tion of our accour
receivable from our customers. If one or more afsignificant customers were to cease doing busiméth us, significantly reduce or delay its pursdsfrom us or fail to pay us on a timely basis,usiness, financial conditi
and results of operations could be materially askigraffected.

Our business relies on third parties, whose succes®& cannot predict.

As a manufacturer of motors, generators, and atberponent parts, our business model depends oahility of third parties in our industry to developroduce and market products that include or arapatible with oL
technology and then to sell these products intaviaeketplace. Our ability to generate revenue dépsignificantly on the commercial success of astemers and partners. Failure of these thirdgmtt achieve significant sa
of products incorporating our products and fludwra in the timing and volume of such sales coualdeha material adverse effect on our businessydiahcondition and results of operations.

Our electric propulsion systems use rare earth mimals and unavailability or limited supply of theseminerals could prevent us from manufacturing our products in production quantities or increase our cds.

Neodymium, a rare earth mineral, is a key ingretliesed in the production of magnets that are a comapt of our electric propulsion systems. We cutlyesource our magnets from China, and China hdiidred its intent 1
retain more of this mineral for the use of Chinesmpanies, rather than exporting it. To the extieat we buy magnets as a finished product from ia&3le supplier, these potential limitations on ryeeidm ore may not impa
us. Although neodymium iron boron magnets are abel from other sources, these alternative soweesurrently more costly. Reduced availabilitynebdymium from China could adversely affect outighio obtain magne
in sufficient quantities, or in a timely manner, et our production plans. In the event that Chinations cause us to seek alternate sourcesppfysfor magnets, it could cause an increase inpraduction costs there
reducing our profit margin on electric propulsigrs®ms if we are unable to pass the increase ipmuatuction costs on to our customers.

Some of our contracts can be cancelled with littler no notice and could restrict our ability to comnercialize our technology.

Our contracts with government agencies are subjettte risk of termination at the convenience @& tontracting agency and in some cases grant "riatafghts to the government. Mardh-rights are the right of the Unit
States government or the applicable government@gemder limited circumstances, to exercise a exciusive, royaltyfree, irrevocable worldwide license to any techggldeveloped under contracts funded by the govent
to facilitate commercialization of technology depeéd with government funding. March-in rights candxercised if we fail to commercialize the develbpechnology. The exercise of mainotrghts by the government or
agency of the government could restrict our abtitgommercialize our technology.

Some of our orders for the future delivery of produare placed under blanket purchase orders whiagshbe cancelled by our customers at any time.arheunt payable to us, if any, upon cancellatiorihgycustomer varies
customer. Accordingly, we may not recognize asmeeeall or any portion of the amount of outstandinder backlog we have reported.

We face intense competition and may be unable to mpete successfully.

In developing electric motors for use in vehicles ather applications, we face competition fromyvarge domestic and international companies, itiolg the world's largest automobile manufacturbtany of our competito
have far greater resources to apply to researchdamdlopment efforts than we have, and they magpeddently develop motors that are technologicaltye advanced than ours. These competitors alse fmach great
experience in and resources for marketing theidpets. For these reasons, potential customers mmagse to purchase electric motors from our comgstitather than from us. In addition, the U.S. gomeent has award
substantial financial grants under the stimulus tbilseveral large companies who compete with wsthE extent that some of these competitors rededveards under the stimulus bill in amounts gretitan we have, cou
adversely impact our ability to compete.

Our business depends, in part, on the expansion tife market for hybrid electric vehicles and the futire introduction and growth of a market for all-electric vehicles.

Although our electric propulsion systems may bedlisea wide variety of products, the market forcéefie and hybrid vehicles is fairly new. At the peat time, batteries used to power electric mdtasee limited life and requi
several hours to charge, and charging stationslémtric motors are not widely available. Elecaiw hybrid vehicles also tend to be priced highantcomparable gasolirmwered vehicles. As a result, consumers may espex
concerns about driving range limitations, battemarging time and higher purchase costs of eleotrisybrid automobiles. If consumer preferencestsbifrehicles powered by other alternative methadsf concerns about t



availability of charging stations cannot be overeomie market for aklectric cars, and therefore our electric propulsigstems, may be limited. In addition, our elegiopulsion systems are incorporated in buses fassedas
transit in several U.S. cities. If passenger tcafiithese mass transit systems declines or govarnhfunding to transportation districts declinesnircurrent levels, demand for our products may déswease.

The popularity of alternative fuel based vehicled &green energy" initiatives are highly dependemtmacroeconomic conditions, including oil prices and themll health of the economy. When oil prices faiterest in an
resources allocated to the development of advaremuhology vehicles and propulsion systems mayrishi The recent downturn in the world economy &las severely impacted the automotive industryyisig the demand fi
vehicles generally and reducing consumers' willeggto pay more for environmentally friendly tediogy.

If our products do not achieve market acceptance,uw business may not grow.

Although we believe our proprietary systems areesufor a widerange of vehicle electrification applications, duusiness and financial plan relies heavily on titeoduction of new products that have limited tegtin the
marketplace. We are currently making substantiaéstments in human resources, manufacturing f@siléand equipment, production and application exgying, among other things, to ramp up our prodactapacity in order
capitalize on the anticipated expansion in demancefectric propulsion systems and generators enatlitomobile and light truck markets. Our salesle€tric propulsion systems and generators in tiienaobile and light truc
markets to date have consisted of limited quastitiepreproduction evaluation and field test uni#® are not certain that our existing products adhieve broad market acceptance, or that we wililile to develop new produ
or product enhancements that will achieve broacketacceptance.

Changes in environmental policies could hurt the miet for our products.

The market for electric and other alternative fuehicles and equipment and the demand for our ptsdare influenced, to a degree, by federal, statelocal regulations relating to air quality, greeuse gases and polluta
These laws and regulations may change, which amdldlt in transportation or equipment manufactuadrandoning or delaying their interest in electriybrid electric vehicles or equipment. In adiiiti a failure by authoriti
to enforce current laws and regulations or to adaglitional environmental laws or regulations cdirtut the demand for our products.

Although many governments have identified as aifiggmt priority the development of alternative eme sources, governments may change their prisrig@d any change they make could materially affectrevenue or tt
development of our products.

If we are unable to protect our patents and other pprietary technology, we will be unable to preventhird parties from using our technology, which woud impair our competitiveness and ability to commecialize our
products. In addition, the cost of enforcing our poprietary rights may be expensive and result in in@ased losses.

Our ability to compete effectively against othemgmnies in our industry will depend, in part, om ahility to protect our proprietary technology tédugh we have attempted to safeguard and maiataiproprietary rights, we
not know whether we have been or will be successfdbing so. We have historically pursued patentgztion in the United States and a limited nunddfefioreign countries where we believe significardrkets for our produc
exist or where potentially significant competitdrave operations. It is possible that a substanieiket could develop in a country where we havereoeived patent protection and under such circamests our proprieta
products would not be afforded legal protectiorttisse markets. Further, our competitors may indéxpetfy develop or patent technologies that are tankially equivalent or superior to ours. We canassure that additior
patents will be issued to us or, if they are iss@edto the scope of their protection. Patentstgchmay not provide meaningful protection from ceitprs. Even if a competitor's products were toimge patents owned by us
would be costly for us to pursue our rights in afoecement action, it would divert funds and resesrwhich otherwise could be used in our operatimmkswe may not be successful in enforcing outledtial property rights.
addition, effective patent, trademark, service madpyright and trade secret protection may noavmElable in every country where we may operatsefirour products in the future. If third partiessart technology infringeme
claims against us, the defense of the claims ciowolve significant legal costs and require our mgement to divert time and attention from our besssnoperations. If we are unsuccessful in defenalitygclaims of infringemer
we may be forced to obtain licenses or to pay t@gto continue to use our technology. We mayh®oable to obtain any necessary licenses on conmtigneasonable terms or at all. If we fail to aist necessary licenses
other rights, or if these licenses are costly,results of operations may suffer either from reitunt in revenues through our inability to servetooeers or from increases in costs to license thady technologies.

Use of our motors in vehicles could subject us torpduct liability claims or product recalls, and product liability insurance claims could cause an inagase in our insurance rates or could exceed our imance limits,
which could impair our financial condition, results of operations and liquidity.

The automotive industry experiences significantpit liability claims. As a supplier of electricgmulsion systems or other products to vehicle OEMsface an inherent business risk of exposureddyet liability claims in th
event that our products, or the equipment into Witar products are incorporated, malfunction arsilten personal injury or death. We may be nanmegroduct liability claims even if there is no esitte that our systems
components caused an accident. Product liabilajntd could result in significant losses as a restitxpenses incurred in defending claims or thardvof damages. The sale of systems and compoferiise transportatic
industry entails a high risk of these claims, whichy increase as our production and sales incréaseldition, we may be required to participatednalls involving these systems if any of our systeprove to be defective, or
may voluntarily initiate a recall or make paymergkted to such claims as a result of various itigus business practices or the need to maintagdgustomer relationships.

We carry product liability insurance of $ifillion covering most of our products. If we weeexperience a large insured loss, it might exaeedcoverage limits, or our insurance carriersi¢alecline to further cover us or ra
our insurance rates to unacceptable levels, amhath could impair our financial position and reisuf operations. Any product liability claim brdugagainst us also could have a material advefsetein our reputation.

We may be subject to warranty claims, and our pro\sion for warranty costs may not be sufficient.

We may be subject to warranty claims for defectal@ged defects in our products, and the riskuzhsclaims arising will increase as our productiom sales increase. In addition, in response tswoer demand, vehic
manufacturers have been providing, and may contioyeovide, increasingly longer warranty periods their products. As a consequence, these manuéastmay require their suppliers, such as usrdwige corresponding
longer product warranties. As a result, we coutdiirsubstantially greater warranty claims in thieife.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM 2. PROPERTIES

We own our offices and manufacturing facilities drglieve these facilities to be well maintainedequhitely insured and suitable for their presentiatehded uses. Information concerning our faetitas of March 31, 2014 se
forth in the table below:

Ownership or

Location Square Feet Expiration Date of Lease Use
Longmont, Colorado 129,304 own Manufacturing, laboratories and offices
Frederick, Colorado 28,000 own Manufacturing, laboratories and offices

ITEM 3. LEGAL PROCEEDINGS
Litigation

We are involved in various claims and legal actiarising in the ordinary course of business. Indpmion of management, and based on current dkailaformation, the ultimate disposition of thesatters is not expected
have a material adverse effect on our financiaitjpos results of operations or cash flow, althowgiverse developments in these matters could henegterial impact on a future reporting period.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

There were no matters submitted to a vote of sgchalders of the Company during the quarter erdadch 31, 2011.

PART Il



ITEMS. MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOC KHOLDER MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES

Our common stock trades on the NYSE Amex, Chic&gaific Stock, Frankfurt, Berlin and Stuttgart Std&&xchanges. The high and low trade prices, byafigoarter, as reported by the NYSE Amex Stock Brgle for the la
two fiscal years are as follows:

2011 High Low
Fourth Quarter $3.83 $2.22
Third Quarter $2.85 $1.89
Second Quarter $4.19 $2.06
First Quarter $4.64 $3.10
2010 High Low
Fourth Quarter $7.13 $3.46
Third Quarter $7.45 $4.27
Second Quarter $6.55 $2.30
First Quarter $2.64 $1.42

On May 31, 2011 the closing price of our commorlstas reported on the NYSE Amex, was $2.62 perestiad there were 652 holders of record of our comstock.

We have not paid any cash dividends on our comrtmrk since inception and we intend for the forebeefuture to retain any earnings to finance theagh of our business. Future dividend policy w#ll etermined by the
Board of Directors based upon consideration ofearnings, capital needs and other factors themaste

PERFORMANCE GRAPH 2

The following graph represents the yearly percemtdtange in the cumulative total return on the comstock of UQM Technologies, Inc., the group afhganies comprising the S&P Electrical Equipmenebdnd those
companies comprising the S&P 500 Index for the fiear period from 2007 through 2011:

COMPARISON OF 5-YEAR CUMULATIVE TOTAL RETURN*
Among UQM Technologies, Inc., The S&P 500 Index
And The S&P Electnical Components & Equipmeant Index

50 " " " " s
3/06 307 3/08 3/09 310 Iin
—=&— QM Technologies, Inc, — &— - S&F 500 ---5--- S&P Elecfrical Components & Equipment
3/06 3/07 3/08 3/09 3/10 3/11
UQM Technologies, Inc. 100.00 91.54 37.64 36.53 93.76 66.37
S&P 500 100.00 111.83 106.15 65.72 98.43 113.83
S&P Electrical Components & Equipment 100.00 102.37 115.48 64.39 114.84 150.74

*$100 invested on 3/31/06 in stock or index, including reinvestment of dividends

Fiscal year ending March 31.

2The stock price performance graph depicted is soli¢iting material,” is not deemed "filed" withelSEC, and is not to be incorporated by referenizeany filing of the Company under the Securifies of 1933 as amende
or the Exchange Act, whether made before or dftedtite hereof and irrespective of any generatpuration contained in such filing.

ITEM6. SELECTED CONSOLIDATED FINANCIAL DATA

The selected consolidated financial data preseretmiv should be read in conjunction with our cortsikd financial statements and related notes declielsewhere in this document.



UQM Technologies, Inc.

Selected Consolidated Financial Data

eafs Ended MarcB1,

2011 2010 2009 2008 2007

Contract services revenue $ 608,204 $ 1,384,599 2,717,246 2,591,939 2,907,536
Product sales $ 8,413,098 $ 7,307,354 6,011,065 4,916,383 3,745,658
Loss before other income

(expense) $ (2,349,174) $ (4,201,091) (4,479,743) (4,995,242) (3,800,722)
Net loss $ (1,992,358) $ (4,140,872) (4,402,019) (4,586,105) (3,431,357)
Net loss per common share -

basic and diluted $ (0.06 $ (013 (0.17) (0.18) (0.14)
Total assets $ 41,803,920 $ 42,682,573 12,422,832 16,402,546 14,012,607
Long-term obligations! $ 1,316,372 $ 1,155,416 1,490,472 1,520,798 1,167,224
Cash dividend declared per

common share $ -0- -0- -0- -0- -0-
(1) Includes current portion of long-term obligatso

ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF OPERATIONS

This Report contains statements that constitutevdod-looking statements” within the meaning oft®ec27A of the Securities Act and Sectioit 2f the Securities Exchange Act. These staterapptsar in a number of places
this Report and include statements regarding oanp| beliefs or current expectations; includinggt@lans, beliefs and expectations of our offieerd directors with respect to, among other thingslers to be received unc
our supply agreement with CODA, our ability to sessfully expand our manufacturing facilities, ahd tontinued growth of the electmowered vehicle industry. Important Risk Factorattbould cause actual results to dit
from those contained in the forwelooking statements are listed above in Part ImteA. Risk Factors.

Introduction

We generate revenue from two principal activitiesresearch, development and application engingesémvices that are paid for by our customers; 3nithe sale of motors, generators and electronid¢ratsn The sources
engineering revenue typically vary from year toryaad individual projects may vary substantiallytheir periods of performance and aggregate de#ére. Our product sales consist of both prototgpevolume sales, which &
generally sold to a broad range of customers, andally recurring higher volume production. Durithg fiscal year ended March 31, 2011 our produetssacreased 15 percent to $8,413,088/en primarily by an increase
demand for propulsion systems.

We have entered into a ten year Supply Agreemetht @ODA Automotive to supply UQM PowerPhase Pro@céic propulsion systems to CODA for their alectric passenger automobile which is scheduldzetmtroduced i
California later this calendar year. The CODA véhis propelled by a 100 kW UQM® PowerPhase Pro®teic propulsion system and is being sold for 88@,after a $7,500 Federal tax credit and a $5¢080it from the Sta
of California. Powered by a 33.8 kWh lithium-iontteaty, the vehicle is expected to have a range éetvcharges of 90 to 12diles depending on individual driving habits. COBAs also announced their plan to sell the velm
the State of Hawaii and in China.

We delivered pre-production systems to CODA forirtliemonstration and engineering vehicle fleet®ulghout FY 2011Initial shipments of production systems under shpply agreement are expected to begin late
calendar year prior to the planned start of vehpcteuction in China in of the second half of CY20CODA has stated that it hopes to sell betwee@0and 14,000ehicles in the first year following introductiarf the vehicle
If CODA achieves their sales objectives we expectrevenue from the sale of propulsion systems@®& and our working capital requirements to inceeasaterially.

We also have supply agreements with Proterra, éndeveloper and manufacturer of all-electric cosiearansit buses and Electric Vehicles Intermatipa developer and manufacturer of all-electrediiam-duty delivery trucks
During FY2011 we commenced shipments under bothexfe agreements.

Our electric propulsion systems are being use@dveml development vehicles including the Audi Attan all-electric car, the all-electric Saab 9Fever and the Rolls Royce all-electric EX2Phantom car. In addition to th
programs, the company is supplying its electrigopision systems and generators to numerous ottemnational automakers and entrepreneurial autdenadlgivelopers as part of their HEV, PHEV and EVieiehdevelopmer
programs.

We also have a marketing collaboration with Borgkéaron electric powertrain products for alectric and hybrid electric passenger automobi#esa result of BorgWarner's global presence weeekghis collaboration
continue to bring a higher level of visibility tmoelectric propulsion system products and resuétdditional business opportunities with automobilstomers worldwide.

We have a $45.million Grant from the U.S. Department of EnerdpQE") under the American Recovery and Reinvestrieit("ARRA") to accelerate the manufacturing arepbyment of electric vehicles, batteries
components in the United States. The Grant provioiea 50 percent costhare by the Company. Capital expenditures fofifiesi, tooling and manufacturing equipment anddbalification and testing of products associatéith
the launch of volume production for CODA Automoti\iroterra, Electric Vehicles International andesthustomers are eligible for reimbursement untderROE program. We recorded reimbursements un@eD®E Grar
through March 31, 2011 for capital assets acquife®8.0 million, which were recorded as a reduction in ¢lest basis of the assets acquired. We also redogimbursements of product qualification and testiosts under tl
Grant during FY 2011 totaling $4.0 million whichcinded costs incurred in the prior fiscal year dfSmillion.

In July 2010 we relocated our operations to a neagguired 129,304 square foot facility in Longma@alorado to support our expected growth in martufany operations. The facility, which includes apxmately 30,000
square feet of office space, houses our engineanddeadquarters staff in addition to the compsamgh volume motor and electronic manufacturingraions. We expect to list our former facility fale later this summer.

Throughout the fiscal year we experienced broadasehior our electric propulsion systems and relgiediucts from a wideange of customers worldwide. We believe that tteedased demand is due, in part, to an expans
the number of alelectric and hybrid electric vehicle platforms keeveloped for potential introduction in the pagge automobile market and the amount of governmgearits and loans available to encourage the deneln
and introduction of clean vehicles. In the truckrke#, we are continuing to supply DCHE converters to Eaton Corporation as part of thgiorid electric propulsion system which powers imedduty hybrid truck
manufactured by International Truck and Engine @oapon, PACCAR and Freightliner Trucks. We expecsee further improvements in deliveries to thesekets as the global economy continues to imprbbvaddition, w
expect that demand for our electric propulsioneysand generator products will remain strong fer fitreseeable future as vehicle makers contindfeds on the development and introduction of ele@nd hybrid electr
vehicles as part of the restructuring of the glahabmotive industry to provide a broader selectibhighly fuel efficient vehicles to consumers.

Product sales revenue for the fiscal year endediVat, 2011 increased 15.1 percent to $8,413,08818657,307,354 last fiscal year. The increasedstd preproduction shipments to CODA, shipments to Auditfir fleet tes
program and stronger demand for electric propulsimtems and generators, generally.

Revenue from funded engineering activities forftseal year ended March 31, 2011 declined to $608\&rsus $1,384,598st fiscal year. The decrease is primarily dutheoallocation of otherwise billable engineeriegaurce
to support production launch activities for the COprogram and lower levels of funded developmengpams.

Gross profit margins on product sales for the fisemr decreased to 27.6 percent versus 30.5 pelasinfiscal year, due to lower margins on preduction units for CODA. Gross profit contributi@ollars decreased
$2,392,70 versus$2,717,13 last fiscal year



Net loss for the fiscal year ended Ma31, 2011 decreased to $1,992,358, or $0.06 per consiare on consolidated total revenue of $9,021 Bérsus a net loss of $4,140,872, or $m&Bcommon share on consolidated
revenue of $8,691,958r the previous fiscal year. The decrease inaet is primarily attributable to reimbursementmirthe DOE for qualifying costs incurred in theopriiscal year, a recovery from a bankruptcy praieg anc
lower internally-funded research and developmepeexitures.

Our liquidity throughout the fiscal year was suffiat to meet our operating requirements. At Margh 2011 we had cash and short-term investmentingt&24,211,275Net cash used in operating activities and neitat
expenditures for property and equipment for thedliyear were $2,284,396 and $3,652,569 versu282a7 and $5,636,172 last fiscal year.

As the markets for electrified vehicles continuestoerge and expand into additional vehicle platioawver the next several years, we expect to expegipotentially rapid growth in our revenue coireeitwith the introduction
electric products for our customers. Should thegeeetations be realized, our existing cash andtgkon investments may not be adequate to fund alicipated growth and, as a result, we may neeaiseradditional capit
The decrease in working capital is primarily atttéble to operating losses and higher levels oftal@xpenditures which were partially offset bglhér levels of accounts receivables and inventories

Financial Condition

Cash and cash equivalents and short-term invessna¢rlarch 31, 2011 were $24,211,275 and workingtala(the excess of current assets over currabfliiies) was $27,413,664 compared with $30,148,a8d $31,001,650
respectively, at March 31, 2010. The decrease sh ead shorterm investments is primarily attributable to highevels of accounts receivables, inventories aapital expenditures and reduced levels of accopaysable whic
were partially offset by lower operating losses aaduced levels of costs in excess of billings anampleted contracts. The decrease in working ahjsitprimarily attributable to operating lossesl drigher levels of capit
expenditures, which were partially offset by highearels of accounts receivables and inventories.

Accounts receivable increased $1,831,416 to $30527at March 31, 2011 from $1,695,638 at March2B1L,0. The increase is primarily attributable toHeiglevels of billings under our DOE ARRA stimulgisint as of March 31
2011. Substantially all of our customers are lamgdi-established companies of high credit quality. Cales are conducted through acceptance of custonmengse orders or in some cases through supplgmgres. For crec
qualified customers our standard terms are netla8G. For international customers and custometisowi an adequate credit rating our typical termesiaevocable letter of credit or cash paymenadivance of delivery. ©
allowance for bad debts was deemed necessary ahh\8ar 2011 or 2010. In light of current econonaditions, however, we may need to establish awalhce for bad debts in the future.

Costs and estimated earnings on uncompleted césmtlacreased to $126,775 at March 31, 2011 ve®88, 346 at March 31, 2010. The decrease is duapcoved billings on certain contracts in proceslatch 31, 201Versu:
March 31, 2010. Estimated earnings on contracpsaeess decreased to $424,184 or 9.4 percent afacts in process of $4,530,042 at March 31, 2G#hpared to estimated earnings on contracts in psocE$544,417 or 11.8
percent of contracts in process of $4,607,545 atMa1, 2010. The decrease in estimated margim®omacts in process is attributable to lower eige@enargin on certain contracts in process at Mafig2011.

Inventories increased $922,115 to $2,213,441 atMad, 2011 as compared to $1,291,326 at Marcl2@®I)principally due to increased levels of raw materind finished goods inventories. Raw materiats farished gooc
inventory increased $1,257,042 and $20,951, respéyt reflecting higher levels of inventories tocegt CODA's pre-production product requirements pmtthases of selected long le@de components in anticipation of
launch of volume production for CODA. Work-in-praseinventory decreased $355,878 reflecting redieeals of lower volume product builds in procesMatch 31, 2011.

Prepaid expenses and other current assets increa$367,154 at March 31, 2011 from $140,285 atdWe81, 201Qprimarily due to prepayments on raw material irteeies at the end of the current fiscal year vethesprio
fiscal year end.

We invested $7,388,288 for the acquisition of propand equipment during the fiscal year of whic@785,719 was reimbursed under our DOE Grant. Thispares to $9,210,789 last fiscal year of whidv73,617was
reimbursed under our DOE Grant. The decrease issgrapital expenditures is primarily attributaliette purchase of a new headquarters and produfetidity during the prior fiscal year.

Patent costs decreased $33,532 to $264,091 at ar@011 as compared to $297,623 at March 31, 80&Go systematic amortization of patent issuaosts, which was partially offset by the costs asged with the filing an
prosecuting of new patent applications.

Trademark costs decreased $4,487 to $118,331 ath\8dr, 2011 as compared to $122,818 at March 31 @0e to systematic amortization of trademarkaase costs.

Other assets decreased $420,620 to $223,364 ahN8&rc2011 from $643,984 at March 31, 2@l to lower levels of prepayments on capital papeint purchases at the end of the current fiscal yersus the prior fiscal ye
end.

Accounts payable decreased $48,376 to $1,373,40Beth 31, 2011 from $1,421,779 at March 31, 2Qifimarily due to lower levels of capital assetghases and reduced outstanding construction dasaaciated with tt
renovation of our recently acquired facility at #ed of the current fiscal year versus the priscdl year end.

Other current liabilities decreased $145,537 to3$B06 at March 31, 2011 from $1,049,243 at March2B10. The decrease is primarily attributableotedr levels of customer deposits outstanding atcki&l, 2011.

Short-term deferred compensation under executivel@ment agreements increased to $739,200 at MeircR011 versus $432,554 at March 31, 2pfitharily due to the accrual of a retirement pagirte the Company's form
chief executive officer.

Billings in excess of costs and estimated earnargancompleted contracts decreased $35,826 to 8 afMarch 31, 2011 from $51,552 at March 31, 2@f@cting decreased levels of billings on ceremgineering contracts
process at the end of the fiscal year ended Mat¢l2@®11 in advance of the performance of the aasetiwork versus the prior fiscal year.

Long-term deferred compensation under executivel@mpent agreements decreased $145,690 to $577t{IMarah 31, 2011 from $722,862 at March 31, 2@dflecting the reclassification of a retiremenyment to our forme
chief executive officer to short-term, partiallyfsdt by periodic accruals of future severance aliéns under executive employment agreements.

Common stock and additional paid-in capital inceeb® $362,133 and $113,391,049, respectively,atM31, 2011 compared to $359,467 and $112,21BPRMArch 31, 2010. The increase in common stockaattitional paid-
in capital was primarily attributable to share esces under our employee stock purchase planyequéntive plan, and stock bonus plan.

Results of Operations

Operations for the fiscal year ended March 31, 204dulted in a net loss of $1,992,358, or $0.06cpenmon share, compared to a net loss of $4,120@7$0.13 per common share, and $4,402,019, 4i7$&r common shai
for the fiscal years ended March 31, 2010 and 26&pectively. The reduction in the current yearloss is primarily attributable to reimbursemeintsn the DOE for qualifying costs incurred in theor fiscal year, a recove
from a bankruptcy proceeding and lower internallpded research and development expenditures.

Revenue from contract services decreased $776¢8%H.1 percent, to $608,204 for the fiscal yeateehMarch 31, 2011 versus $1,384,599 for the figeat ended March 31, 2010he decrease is primarily attributable to
allocation of otherwise billable engineering resmsrto support production launch activities for @@DA program and lower levels of funded developtmngrams. Revenue from contract services decdet@s®$1,384,59%0r
the fiscal year ended March 31, 2010 compared t81%2246 for the fiscal year ended March 31, 200 decrease is primarily attributable to lowarels of funded development programs and the agflit of engineerir
resources from the contract services group to suppoduction engineering, low volume productiord amernally funded research and development dietszi

Product sales this fiscal year increased 15.1 petce$8,413,098 compared to $7,307,354 for theafiyear ended March 31, 2010. Product sales fofifital year ended March 31, 2010 increased 2éréept to $7,307,354
compared to $6,011,065 for the fiscal year endedcM&1, 2009. Power products segment revenue octirent fiscal year increased to $3,136,816 wef)455,776 for fiscal year ended March 31, 2pfitharily due t
shipments of propulsion systems under the CODAtePra and EVI supply agreements and the fleet tpritddyram with Saab. Power products segment reviemutbe year ended March 31, 2010 decreased tb$Z46compare
to $3,272,377 for fiscal year ended March 31, 26808 to decreased shipments of DC-to-DC convertatsetectric propulsion systems. Technology segmpesduct revenue for this fiscal year increased $A®4, or 8.8percen
to $5,276,282 compared to $4,851,578 for fiscal yealed March 31, 2010 due to increased shipmérR®werPhase Select@lectric propulsion systems and shipments of psipolsystems under the fleet build program
Audi. Technology segment product revenue for thedfi year ended March 31, 2010 increased 77.1 peteé4,851,578 compared to $2,738,688 for figear ended March 31, 20@ie to increased shipments of low volt
electric propulsion systems.

Gross profit margins for the current fiscal yeacr@ased to 26.5 percent compared to 31.3 percethddiscal year ended March 31, 2010. Gross pnodirgins for the fiscal year ended March 31, 2Bt@eased to 31.Bercen
compared to 20.2 percent for the fiscal year erddadch 31, 2009. Gross profit margins on contracvises decreased to 11.0 percent this fiscal yearpared to 35.5 percent for the fiscal year endedckl 31, 201Gue tc
reduced overhead absorption and higher incurrets tban planned on certain engineering contragpsaness. Gross profit margins on contract seniiner®ased to 35.5 percent for the fiscal year dridarch 31, 201@ompare

to 16.1 percent for the fiscal year ended MarchZ9 due to improved pricing on certain engineedontracts in process during the fiscal year erfdadch 31, 2010Gross profit margins on product sales this figea
decreased to 27.6 percent compared to 30.5 pefmeiigcal 2010. The decrease is primarily duecwdr margins on pre-production units shipped to @OBGross profit margins on product sales for tisedi year ended March 31
, 2010 increased to 30.5 percent compared to 2&dept for the fiscal year ended March 31, 200 improvement was primarily due to lower matkeciosts and improved overhead absorption arisiog fhigher productic
levels during the fiscal year ended March 31, 2010.

Research and development expenditures for thel figea ended March 31, 2011 were $292,865 compar&876,341 and $593,209 for the fiscal years etdarth 31, 2010 and 200g€espectively. The decrease in researct
development expenditures for the fiscal year erdadch 31, 201icompared to the prior fiscal year was primarilyeda reduced levels of internally funded prograifitee decrease in research and development expesslitn
fiscal 2010 versus fiscal 2009 was primarily dueeduced levels of internally funded programs.

Production engineering costs were $3,536,287 ferfistal year ended March 31, 2011 versus $2,9@8a8@ $1,869,848 for the prior two fiscal yearse Ticrease for the current fiscal year versus figear 2010is primarily
attributable to the utilization of engineering reszes from our contract services group, and expansi the production engineering group and itsvétas in preparation for the launch of higher vok manufacturing operatic
for CODA. The increase for the fiscal year endeddfi81, 2010 versus fiscal 2009 was primarily btttable to engineering activities associated withdesign and installation of a new production foellour PowerPhase Rgo
propulsion motors and production design activigesour motor and controller products.

Reimbursement of costs under the DOE Grant wer@883655versus zero for each of the two prior fiscal yedise increase is due to reimbursements of qudlifimduct development and testing costs incurrethduhe fisce
year together with qualifying costs incurred lastél year subsequent to Aug5, 2009 of $1,546,446 that were not eligible faragnition last fiscal year.

Selling, general and administrative expenses thtaf year wert$4,884,37 compared t$3,433,54 and$3,782,84 for the fiscal years ended Mar31, 201( and200¢, respectively. The increase for this fiscal yesapiimarily



attributable to higher levels of annual cash and-cash incentive compensation grants, costs arisomg the recruitment and relocation of a new Chieédtitive Officer and moving expenses associatell wiit relocation to
new facility. The decrease for fiscal 2010 versssdl 2009 is primarily attributable to lower levelf legal expenses.

Interest income increased to $91,342 for the ctifiscal year compared to $64,916 and $198,947Herfiscal years ended March 31, 2010 and 2009ertively. The increase for fiscal 2011 versusdi010is attributable t
higher yields on invested balances due to a greaiteof investments with a longer period to maturithe decrease for fiscal 2010 versus fiscal 28G#tributable to lower invested balances andeloyvelds during the fiscal ye
ended March 31, 2010.

Interest expense was zero for the year ended MarcR011 compared to $15,697 and $33,387 for 8ualfiyears ended March 31, 2010 and 2088pectively. The decrease this year is duedggyoff of the mortgage on 1
company's former facility during the fiscal yeaded March 31, 2010. The decrease for fiscal 20tSugefiscal 2009 is due to lower average mortgageolvings outstanding throughout the fiscal year.

Other income for the fiscal year ended March 31,12Was $265,474 versus $11,000 and $1,533 foritisalfyears ended March 31, 2010 and 20@Spectively. The increase is attributable t@eovery received from
bankruptcy proceeding during the current fiscaryea

Liquidity and Capital Resources

Our cash balances and liquidity throughout theafiyear ended March 31, 2011 were adequate to apeeating needs. At March 31, 2011, we had cashshod-term investments of $24,211,241%d working capital (the exct
of current assets over current liabilities) of $P13,664 compared to $30,148,783 and $31,001,66Meth 31, 2010, respectively.

For the year ended March 31, 2011, net cash usefdrating activities was $2,284,396 compared tacash used in operating activities of $2,428,00d $3,065,281 for the years ended March 31, 20402809 respectively
The decrease in cash used for the year ended Marc2011is primarily attributable to lower operating losseffset by higher levels of accounts receivalle iaventories at the end of the fiscal year. Taerdase in cash usec
operating activities in fiscal 2010 versus fisc@0Q is primarily attributable to lower operatingses, higher levels of accounts payable, partifset by increased levels of accounts receivable.

Net cash provided by investing activities for tiecél year ended Marc31, 2011 was $475,688 compared to cash used istingeactivities of $14,793,33@r the previous fiscal year and cash providedniesting activities ¢
$2,620,118 for fiscal 20Q9espectively. The increase this fiscal year is tlureimbursements received from the DOE undeGitamt, higher levels of investment maturities asduced levels of capital expenditures. The in@
in net cash used in investing activities in fispafr 2010 versus fiscal 2009 was primarily duentweéased levels of sharrm investments and higher levels of capital exitares associated with the purchase of a newitfaeihc
the establishment of high volume manufacturing bdjp and capacity for the CODA vehicle launch.

Net cash used in financing activities w$52,140 for the fiscal year ended March 31, 20Irbug cash provided by financing activities of $38,847 and cash used in financing activities of&$222 for the fiscal years end
March 31, 2010 and 2009, respectively. The decreefiscal 2011 versus fiscal 2010 and the increadiscal 2010 versus fiscal 2009 is primarilyridtitable to the completion of a followan public offering in the third quarter
fiscal 2010 which resulted in cash proceeds of @4,373.

We expect to fund our operations over the next yiam existing cash and shdgrm investment balances and from available bamknfiing, if any. We may need to invest substagtigikater financial resources during fi¢
2012 on the commercialization of our products in théoawtive market, including a significant increasehuman resources, and increased expendituregjéopraent, tooling and facilities. These capitaluiegments may
substantially reduced by funding available under@QE Grant which may reimburse us for p@cent of qualified capital expenditures anddimduct qualification and testing costs. We exmpertworking capital requirements
increase substantially beginning several months poi the introduction of the CODA adllectric passenger car in the California markefrigiis calendar year and continuing thereafter béleve we have sufficient cash resou
to meet our requirements, including those we exfzeatise from the launch of high volume productionCODA, for at least the next eighteen months.

We expect to manage our operations and workinga@agiquirements to minimize the future level okogting losses and working capital usage consistéhtthe execution of our business plan, althoiigh possible that wit
higher than expected growth next year and beyondywrking capital requirements could consume astatial portion of our cash reserves at March2BiL1 If customer demand accelerates substantially Jasses over t
shortterm may increase together with our working capiéajuirements. If our existing financial resoureges not sufficient to execute our business planmag issue equity or debt securities in the futatthough we cann
assure that we will be able to secure additiongitabshould it be required to implement our cutreasiness plan. In the event financing or equétpit@l to fund future growth is not available omts acceptable to us, or at all,
will modify our strategy to align our operation tvithen available financial resources.

Contractual Obligations

The following table presents information about oantractual obligations and commitments as of M&th2011:

Paymentseiby Period

Less Than _ More than
_Total 1Year 2-3Years 4-5Years 5 Years
Purchase obligations 3,058,571 3,058,571 - - -
Executive employment agreemefits 1,316,372 739,200 490,600 - 86,572
Total 4,374,943 3,797,771 490,600 - 86,572
(1) Includes severance pay obligations under ex yment ag its contingently payable spomonths' notice by four officers of the compabyt not annual cash compensation under the agresm

Off-Balance Sheet Arrangements
None.
Critical Accounting Policies

The preparation of financial statements and reldtedosures in conformity with accounting prineplgenerally accepted in the United States of Acaeequires management to make judgments, assuragtiad estimates t
affect the dollar values reported in the consokddinancial statements and accompanying notes Nai the consolidated financial statements describesignificant accounting policies and methodsdus preparation of tl
consolidated financial statements. Estimates age fisr, but not limited to, allowance for doubthdcounts receivables, costs to complete contridmsiecoverability of inventories and the fair \alof financial and longdjived
assets. Actual results could differ materially fronese estimates. The following critical accountpuiicies are impacted significantly by judgmergssumptions and estimates used in preparationeo€dhsolidated financi
statements.

Accounts Receivable

Our trade accounts receivable are subject to cresdis associated with the financial condition of @ustomers and their liquidity. We evaluate alstomers periodically to assess their financialditoon and liquidity and s
appropriate credit limits based on this analysis afresult, the collectability of accounts receieabay change due to changing general economicittmmsiand factors associated with each custorpercular business. Becai
substantially all of our customers are large wetablished companies with excellent credit wortegeve have not established a reserve at March(31L, and 201@or potentially uncollectible trade accounts reegie. In light o
current economic conditions we may need to estalais allowance for bad debts in the future. Itlsdaeasonably possible, that future events or gbsiin circumstances could cause the realizableevafl our trade accoul
receivable to decline materially, resulting in metklosses.

Inventories

We maintain raw material inventories of electrooinponents, motor parts and other materials to ma&eéxpected manufacturing needs for proprietaoglpcts and for products manufactured to the despgrifications of ot
customers. Some of these components may becoméetieoimpaired due to bulk purchases in excesusfomer requirements. Accordingly, we periodicaisesses our raw material inventory for poteirighirment of valu
based on then available information, expectatiowsestimates and establish impairment reservesstamated declines in the realizable value of auentories. The actual realizable value of our meges may differ material
from these estimates based on future occurrencesréasonably possible that future events or gaarin circumstances could cause the realizableeval our inventories to decline materially, refmgtin additional materi
impairment losses. During the fiscal years endedch&1, 2011, 2010 and 2009, we recorded inveritopairments of $10,160, $26,714 and $41,613, reisdy.

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 fulgedur customers using the percentageafipletion method. Under this method, contractises/revenue is based on the percentage that ioustsed to date bear
management's best estimate of the total costs tndoered to complete the project. Many of theseti@aets involve the application of our technologyctistomers' products and other applications wétmahding specificatior
Management's best estimates have sometimes beersafyvimpacted by unexpected technical challemggsiring additional analysis and redesign, failafelectronic components to operate in accordavitte manufacturel
published performance specifications, unexpectetbppe failures requiring the purchase of addaigparts and a variety of other factors that mayseaunforeseen delays and additional costs. &asanably possible that tc



costs to be incurred on any of the projects in @ssat March 31, 201dould be materially different from managementtinestes, and any modification of management's egérof total project costs to be incurred couldiités
material changes in the profitability of affectemjects or result in material losses on any affé@ejects.

Fair Value Measurements and Asset | mpairment

Some of our assets and liabilities may be subfeenglysis as to whether the asset or liabilityuthde marked to fair value and some assets mavaleated for potential impairment in value. Théedmination of fair value f
those assets that do not have quoted prices imeattarkets is highly judgmental. These estimatekjagigments may include fair value determinatioaset upon the extrapolation of quoted prices foilar assets and liabiliti
in active or inactive markets, for observable itestiger than the asset or liability itself, for obs#ble items by correlation or other statisticalgsis, or from our assumptions about the assumgtioarket participants would use
valuing an asset or liability when no observableketdata is available. Similarly, management eaw@s both tangible and intangible assets for pigeinipairments in value. In conducting this evaiom, management may re
on a number of factors to value anticipated futtash flows including operating results, busineaspland present value techniques. Rates usedue aatl discount cash flows may include assumptbosit interest rates and
cost of capital at a point in time. There are imméuncertainties related to these factors and geamant's judgment in applying them to the analgbisset impairment. Changes in any of the foregestimates and assumpti
or a change in market conditions could result inagerial change in the value of an asset or lighiésulting in a material adverse change in o@rafing results.

New Accounting Pronouncements

In October 2010, the FASB issued new standardsefegnue recognition with multiple deliverables. $deew standards impact the determination of wherintdividual deliverables included in a multigleement arrangeme
may be treated as separate units of accountingtiddally, these new standards modify the mannevhich the transaction consideration is allocatess the separately identified deliverables byonger permitting the residt
method of allocating arrangement consideration s€heew standards are required to be adopted firshguarter of FY 2012; however, early adoptierpermitted. We do not expect these new standarsigiificantly impact ot
consolidated financial statements, results of djmers, or cash flows.

In October 2010, the FASB issued new standardghfoaccounting for certain revenue arrangementsitblude software elements. These new standar@ndrthe scope of prexisting software revenue guidance by remo
from the guidance non-software components of tdegiboducts and certain software components ofitéegroducts. These new standards are requirds tadopted in the first quarter of FY 20t®wever, early adoption
permitted. We do not expect these new standarsigificantly impact our consolidated financialtstaents, results of operations, or cash flows.

In January 2011the FASB issued amended standards that requiiécathl fair value disclosures. These amendeddstats require disclosures about inputs and valuaéchniques used to measure fair value as welisatosure
about significant transfers, beginning in the figstarter of 2011 Additionally, these amended standards requirsgution of disaggregated activity within the mgibation for fair value measurements using sigaifi
unobservable inputs (Level 3), beginning in thetfgquarter of FY 2012. We do not expect these rtandsirds to significantly impact our consolidatidficial statements, results of operations, or tiasts.

In May 2011 The FASB issued amendments to fair value measmestandards to achieve common fair value measneand disclosure requirements in U.S. Generaligefited Accounting Principles and Internatis
Financial Reporting Standards. The amended stasddadfy the intent regarding the application &fsting fair value measurements and disclosures,ciiange certain principles and requirements faasueng fair value or fi
disclosing information about fair value measuremeiihese new standards are required to be adoptéu ifourth quarter of FY 2012Ve do not expect these new standards to significampact our consolidated financ
statements.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

Market risk is the potential loss arising from adseechanges in market rates and prices, such eigfiocurrency exchange and interest rates. We tasefinancial instruments to any degree to mariagge risks and do not h
or issue financial instruments for trading purpogdkof our product sales, and related receivalalespayable in U.S. dollars.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Report of Independent Registered
Public Accounting Firm

Board of Directors and

Shareholders of UQM Technologies, Inc.

We have audited the accompanying consolidated balgineets of UQM Technologies, Inc. (a Coloradg@mtion) and subsidiaries (collectively, the "Camny") as of March 31, 2011 &
2010, and the related consolidated statementserhtpns, stockholders' equity and cash flows &heof the three years in the period ended Margt2311. These financial statements
the responsibility of the Company's management.résponsibility is to express an opinion on thésarfcial statements based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighamBioUnited States). Those standards require teaplan and perform the audit
obtain reasonable assurance about whether thecfaiastatements are free of material misstatem&ntaudit includes examining, on a test basis, ewidesupporting the amounts
disclosures in the financial statements. An audit ancludes assessing the accounting principled asd significant estimates made by managementelaas evaluating the overall financ
statement presentation. We believe that our apditéide a reasonable basis for our opinion.

In our opinion, the consolidated financial stateteerferred to above present fairly, in all materéspects, the financial position of UQM Technaésy Inc. and subsidiaries as of March 31
2011 and 2010, and the results of their operatans their cash flows for each of the three yearthénperiod ended March 31, 20i conformity with accounting principles gener.
accepted in the United States of America.

We also have audited, in accordance with the stdsdaf the Public Company Accounting Oversight Bo@nited States), UQM Technologies, Inc. and dlibsies' internal control ov
financial reporting as of March 31, 2011, basedcoteria established iinternal Control — Integrated Framewoiksued by the Committee of Sponsoring Organizatafnthe Treadws
Commission (COSO) and our report dated June 1, 8@fidessed an unqualified opinion.

/s GRANT THORNTON LLP

Denver, Colorado

June 1,2 011

Report of Independent Registered
Public Accounting Firm



Board of Directors and

Shareholders of UQM Technologies, Inc.

We have audited UQM Technologies, Inc. (a Color&@doporation) and subsidiaries' (collectively, ti@ofmpany") internal control over financial reporting of March 31, 2011, based
criteria established internal Control — Integrated Framewoiksued by the Committee of Sponsoring Organizatafrthe Treadway Commission (COSO). The Compangeagement
responsible for maintaining effective internal gohtover financial reporting and for its assessmehtthe effectiveness of internal control over fio&l reporting, included in tl
accompanyingManagement Report on Internal Control over Finah&aportingappearing under Item 9A. Our responsibility is xpress an opinion on the Company's internal comivel
financial reporting based on our audit.

We conducted our audit in accordance with the stededof the Public Company Accounting Oversight la@nited States). Those standards require thaplame and perform the audit
obtain reasonable assurance about whether effentimmal control over financial reporting was ntained in all material respects. Our audit includéthining an understanding of intel
control over financial reporting, assessing thk tigt a material weakness exists, testing andiatiag the design and operating effectivenesstefrial control based on the assessed risk
performing such other procedures as we considereessary in the circumstances. We believe thaawdit provides a reasonable basis for our opinion.

A company's internal control over financial repogtiis a process designed to provide reasonableamssuregarding the reliability of financial repog and the preparation of financ
statements for external purposes in accordancegeitierally accepted accounting principles. A corgfsaimternal control over financial reporting indks those policies and procedures
(1) pertain to the maintenance of records thate@sonable detail, accurately and fairly refleettifansactions and dispositions of the assetseofdmpany; (2) provide reasonable assut
that transactions are recorded as necessary tatgeeparation of financial statements in accor@awith generally accepted accounting principles} @rat receipts and expenditures of
company are being made only in accordance withasiztitions of management and directors of the cawypand (3) provide reasonable assurance regapdngention or timely detection
unauthorized acquisition, use, or disposition ef tompany's assets that could have a materiak effethe financial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @¢teisstatements. Also, projections of any evatumbf effectiveness to future periods
subject to the risk that controls may become inadizbecause of changes in conditions, or thadelyeee of compliance with the policies or procesumay deteriorate.

In our opinion, UQM Technologies, Inc. and subgiéis maintained, in all material respects, effextimternal control over financial reporting as ofifdh 31, 2011, based on crit
established ifnternal Control — Integrated Framewoigsued by COSO.

We also have audited, in accordance with the stasdaf the Public Company Accounting Oversight Boguwnited States), the consolidated balance sl#dts)M Technologies, Inc. al
subsidiaries as of March 31, 2011 and 2010, andeflaéed consolidated statements of operationskitdders' equity and cash flows for each of theehyears in the period ended Marck
2011 and our report dated June 1, 2011, expressedcualified opinion.

/s GRANT THORNTON LLP

Denver, Colorado

June 1, 2011
Consolidated Balance Sheets
March31, 2011 March31, 2010
Assets
Current assets:
Cash and cash equivalents $ 15,878,752 17,739,600
Short-term investments 8,332,523 12,409,183
Accounts receivable 3,527,054 1,695,638
Costs and estimated earnings in excess of billamgs
uncompleted contracts 126,775 680,746
Inventories 2,213,441 1,291,326
Prepaid expenses and other current assets 367,154 140,285
Total current assets 30,445,699 33.956.778
Property and equipment, at cost:
Land 1,859,988 1,825,968
Building 6,822,850 5,402,176
Machinery and equipment 6.766,539 4,524,188
15,449,377 11,752,332

Less accumulated depreciation (4,696,942 (4,090,962



Net property and equipment

Patent costs, net of accumulated amortization

of $781,608 and $738,556

Trademark costs, net of accumulated amortizatiopb&f256 and $50,769

Other assets

Total assets

See accompanying notes to consolidated finanagistents.

Consolidated Balance Sheets, Continued

Liabilities and Stockholders' Equity

Current liabilities:
Accounts payable
Other current liabilities
Short-term deferred compensation under executivei@ment
agreements
Billings in excess of costs and estimated earndmgs

uncompleted contracts

Total current liabilities

Long-term deferred compensation under executived@yment agreements

Total liabilities

Commitments and contingencies

Stockholders' equity:

Common stock, $0.01 par value, 50,000,000 shares
authorized; 36,213,293 and 35,946,738 shares
issued and outstanding

Additional paid-in capital

Accumulated deficit

Total stockholders' equity

Total liabilities and stockholders' equity

See accompanying notes to consolidated financgdistents

10,752,435

264,091

118,331

223,364

$ 41,803,920

March31, 2011

$ 1,373,403

903,706

739,200

15,726

3,032,035

577.172

3,609,207

362,133
113,391,049
(75.558.469

38,194,713

$ 41,803,920

7,661,370

297,623

122,818

643.984

42,682,573

(Continued)

March31, 2010

1,421,779

1,049,243

432,554

51,5562

2,955,128

722.862

3,677.990

359,467
112,211,227

73,566.111)

39,004,583

42,682,573




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
Impairment of investment

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 finanagstents.

Balances at April 1, 2008

Issuance of common stock under
employee stock purchase plan

Purchase of treasury stock

Consolidated Statements of Operations

Year Ended

March31, 2011

$ 608,204

8,413,098

9,021,302

541,214
6,087,385
292,865
3,536,287
(3,988,655)
4,884,373
17,007

11,370,476

(2,349,174)

91,342

265,474

356.816

$ (1.992,359)

$(0.06)

36.070.364

Consolidated Statements of Stockholders' Equity

Number of
common Additional
shares Common paid-in
issued stock capital
26,526,737 $ 265,267 77,819,041
22,268 223 33,994
(70,269) (703) (156,434)

Year Ended

March31, 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

60.219

(4,140,879

30,720,368

Accumulated

deficit

(65,023,220)

Total

stockholders *

equity

13,061,088

34,217

(157,137)

Year Ended

March31, 2009

2,717,246

6,011,065

8,728,311

2,279,956
4,682,711
593,209

1,869,848

3,782,840

610

13,208,054

(4,479,743)

198,947
(33,387)
(89,369)

1,533

77.724

(4,402,019

26,651,130




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, 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

See accompanying notes to consolidated financgistents.

Cash flows from operating activities:
Net loss
Adjustments to reconcile net loss to net cash used
operating activities:

Depreciation and amortization
Loss (gain) on disposal of assets
Impairment of investment
Impairment of inventories
Non-cash equity based compensation
Change in operating assets and liabilities:

Accounts receivable and costs and estimated

248,958

26,727,694

8,625,000

61,362

(38,750)

374,349

70,142

126,941

35,946,738

9,828

(55,045)

31,966

279,806

36,213,293

2,490

267,277

86,250

613

(388)

3,743

701

1,271

359,467

98

(550)

320

2,798

(2,490)

1,073,043

78,767,154

31,578,123

106,000

(159,787)

1,081,120

179,495

(1,272)

660,393

112,211,227

22,397

(143,201)

68,796

334,375

897,455

113,391,049

Consolidated Statements of Cash Flows

Year Ended

March31, 2011

$ (1,992,358)

864,572

17,007

10,160

1,234,628

(4,402,019

(69,425,239)

4.140.872

(73,566,111)

(1,992,358

(75558.469

1,073,043

(4,402,019

9,609,192

31,664,373

106,613

(160,175)

1,084,863

180,196

660,393

4.140.872

39,004,583

22,495

(143,751)

69,116

337,173

897,455

(1.992,359

38,194,713

Year Ended

March31, 2010

(4,140,872)

603,095

26,714

660,393

Year Ended

March31, 2009

(4,402,019)

546,843
(510)
89,369
41,613

1,073,043



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 finanagstents.

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

(1,139,033)

(932,275)

(226,869)

(245,358)

(35,826)

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

Consolidated Statements of Cash Flows, Continued

Year Ended

March31, 2011

69,116

(143,751)

22,495

2,14

(1,860,848)

(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

Year Ended

March31, 2010

(416,923)

31,664,373

1,084,863

(160,175)

180,196

106,613

32,458,947

15,237,601

393,612

(387,295)

1,879

138,989

(636,481)

75.676

(3.065,281)

(4,456,949)
7,665,721
(2.122)

(570,986)

(16,056)
510

2,620,118

(Continued)

Year Ended

March31, 2009

(106,002)

(157,137)

34,217
(228,922)

(674,085)



Cash and cash equivalents at beginning of year 17,739,600 2,501,999 3,176,084
Cash and cash equivalents at end of year $ 15,878,752 17,739,600 2,501,999

Supplemental Cash Flow Information:

Interest paid in cash during the year $ - 17,075 33,738

See accompanying notes to consolidated financgistents.

NOTES TO CONSOLIDATED FINANCIALS
(1) Summary of Significant Accounting Policies

(a) Description of Business
UQM Technologies, Inc. and our wholly-owned sutmsiidis are engaged in the research, developmenhandfacture of permanent magnet electric motorstla@electronic controls for such motors.
Our facility is located in Longmont, Colorado. Qrewvenue is derived primarily from product salesustomers in the automotive, industrial, medical aerospace markets, and from contract research

and development services. We are impacted by ¢dlcéors such as the continued receipt of contriaots industrial and governmental parties, our &pild protect and maintain the proprietary nature
of our technology, continued product and technaalgadvances and our ability together with ourmpeng, to commercialize our products and technology.

(b) Principles of Consolidation

The consolidated financial statements include tlewants of UQM Technologies, Inc. and those ofrajority-owned or controlled subsidiaries. All intempany accounts and transactions have been
eliminated in consolidation.

(c) Cash and Cash Equivalents and Short-term Inv&tments

We consider cash on hand and investments withraignaturities of three months or less to be cashcash equivalents. Investments with original miiés of greater than three months and less than
one year from the balance sheet date are classi§isthort-term.

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

(d) Investments

We have an investment policy approved by the Bo&i@irectors that governs the quality, acceptapiind dollar concentration of our investments. stweents are comprised of marketable securities
and consist primarily of commercial paper, assekbd and mortgage-backed securities and bankicaté of deposits with original maturities beyahcee months. All marketable securities are held
in our name at three major financial institutionsoahold custody of the investments. All of our istreents are held-to-maturity investments as we hiageositive intent and ability to hold until
maturity. These securities are recorded at amattipst.

The amortized cost and unrealized gain or lossiofrovestments were:

MarciB1, 2011 Marck1, 2010
Amortized Cost Gain (Loss) Amortized Cost Gain (Loss)
Shortterm investments:
U.S. government and government agency
securities $ 795,451 (17,197) 4,994,624 576
Commercial paper, corporate and foreign bonds 7,227,820 (59,777) 1,656,875 (2,389)
Certificates of deposit 309,252 - 5,757,684 -
8,332,523 (76.974) 12,409,183 (1.813)
Long-term investment:
Certificates of deposit (included in other assets) - - 58,701 -
$ 8.332,523 (76.974) 12,467.884 (1.813)
The time to maturity of held-to-maturity securitigsre:
Mar@t,
2011 2010
Three to six months $ 6,518,845 1,349,290
Six months to one year 1,813,678 11,059,893
Over one year - 58,701
$ 8,332,523 12,467,884

(e) Accounts Receivable

We extend unsecured credit to most of our custofieiiaving a review of the customers' financial dition and credit history. Our sales are condu¢iiedugh acceptance of customer purchase orders
or in some cases through supply agreements. Fdit crealified customers our standard terms are3@etlays. For international customers without anqaeée credit rating, our typical terms are
irrevocable letter of credit or cash payment inatbe of delivery. We establish an allowance fortdful accounts based upon a number of factors dietuthe length of time trade receivables are past
due, the customer's ability to pay its obligatiorus, the condition of the general economy, esgémaf credit risk, historical trends and other infation. We write off accounts receivable when they
become uncollectible against our allowance for llacable accounts receivable. At March 31, 2014 20910, no allowance for uncollectible accounteihegble was deemed necessary. Accounts
receivable are deemed to be past due when theyrfwa\eeen paid by their contractual due dates.

(f) Inventories



Inventories are stated at the lower of cost or miar€ost is determined by the first-in, first-ouetimod. We charge directly to expense slow movinghsolete inventory items during the period we
assess the value of such inventory to be impaffedthe fiscal years ended March 31, 2011, 20102808, we impaired inventory of $10,160, $26,71¢ &41,613, respectively.

(g) Property and Equipment

Property and equipment are stated at cost, uriesasset was acquired, in part, with DOE Grantsuimdwhich case it is stated at cost net of DOBbersements. Depreciation is computed using the
straight-line method over the estimated usefuldiséthe assets, which range from three to fivasjemxcept for buildings, which are depreciatedr@#&5 years. Maintenance and repairs are charged
to expense as incurred. Depreciation expense éofishal years ended March 31, 2011, 2010 and 2@39$817,033, $547,365 and $491,206, respectively.

(h) Patent and Trademark Costs

Patent and trademark costs consist primarily cdllegpenses, and represent those costs incurred fiy the filing of patent and trademark applicas. Amortization of patent and trademark costs is
computed using the straight-line method over thienaded useful life of the asset, typically 17 yefor patents, and 40 years for trademarks. Amatitin expense for the fiscal years ended March 31,
2011, 2010 and 2009 was $47,539, $55,730, and $B5;6spectively.

(i) Impairment of Long-Lived Assets

We periodically evaluate whether circumstancesvenes have affected the recoverability of long-iessets including intangible assets with finitefuklives. The assessment of possible impairment
is based on our ability to recover the carryingueabf the asset or groups of assets from expeatedef cash flows (undiscounted and without intecbstrges) estimated by management. If expected
future cash flows are less than the carrying vadmempairment loss is recognized to adjust thetassfair value as determined by expected dis@alifitture cash flows.

(j) Product Warranties

Our warranty policy generally provides three morhshree years of coverage depending on the ptothie record a liability for estimated warranty ighltions at the date products are sold. The
estimated cost of warranty coverage is based omctual historical experience with our current prets or similar products. For new products, theinegl reserve is based on historical experience of
similar products until sufficient historical datashbeen collected on the new product. Adjustmemstsnade as new information becomes available.

(k) Revenue and Cost Recognition

We manufacture proprietary products and other prtsdiRevenue from sales of products are generadlggnized at the time title to the goods and theefies and risks of ownership passes to the
customer which is typically when products are shippased on the terms of the customer purchaseragre.

Revenue relating to long-term fixed price contrastsecognized using the percentage of completiethod. Under the percentage of completion methodiract revenues and related costs are
recognized based on the percentage that costgéucto date bear to total estimated costs. Chainged performance, estimated profitability andaficontract settlements may result in revisions to
cost and revenue, and are recognized in the pariadich the revisions are determined. Contractoglude all direct materials, subcontract arzbtacosts and other indirect costs. Selling, gdnera
and administrative costs are charged to expenseaged. At the time a loss on a contract becokmesvn, the entire amount of the estimated lossésued.

The aggregate of costs incurred and estimatedreggmecognized on uncompleted contracts in exdessaied billings is shown as a current asset, lwillitigs on uncompleted contracts in excess of
costs incurred and estimated earnings is showrcasrant liability.

() Government Grants

The Company recognizes government grants wherpitisable that the Company will comply with the ditions attached to the grant arrangement and ridwet gvill be received. Government grants
are recognized in the consolidated statements efatipns on a systematic basis over the periodshich the Company recognizes the related costsvfoch the government grant is intended to
compensate. Specifically, when government grarégelated to reimbursements for cost of revenuezperating expenses, the government grants argmesml as a reduction of the related expense
in the consolidated statements of operations. Beemment grants related to reimbursements of @lagipenditures, the government grants are recedras a reduction of the basis of the asset and
recognized in the consolidated statements of ojpaimbver the estimated useful life of the depieleimsset as reduced depreciation expense.The @ym@eords government grants receivable in the
consolidated balance sheets in accounts receivable.

(m) Income Taxes

The Company accounts for income taxes under thet assl liability method. Deferred tax assets aafilities are recognized for the future tax consemes attributable to differences between the
financial statement carrying amounts of existingess and liabilities and their respective tax basi$ operating loss and tax credit carry-forwaBisferred tax assets and liabilities are measurgdyus
enacted tax rates expected to apply to taxableniecio the years in which those temporary differsneee expected to be recovered or settled. Thetiaiuof deferred tax assets may be reduced if
future realization is not assured. The effect ohange in tax rates on deferred tax assets anititiezbis recognized in income in the period tivatludes the enactment date.

(n) Research and Development
Costs of researching and developing new technologgignificantly altering existing technology, aepensed as incurred.
(0) Loss per Common Share

Basic earnings per share is computed by dividigrime or loss available to common stockholders bywhighted average number of common shares ouisgaddring the periods presented. Diluted
earnings per share is computed by dividing incoméoss available to common stockholders by all tauntding and potentially dilutive shares during fiexiods presented, unless the effect is
antidilutive. At March 31, 2011, 2010 and 2009 pexgively, issued but not yet earned common shafré2,199, 98,929, and 225,870 were being heldiekeeping by the Company. For the fiscal
years 2011, 2010, and 2009, shares in the amouB\76#, 26,260, and zero, respectively, were pitiyrincludable in the calculation of diluted loper share under the treasury stock method but
were not included, because to do so would be dumtiet. At March 31, 2011, 2010 and 2009, optioagtirchase 2,971,251, 2,637,875 and 2,995,214 slodreommon stock, respectively, were
outstanding. For the fiscal years ended March 81122010 and 2009, respectively, options for 1,032, 678,815, and 2,957,734 shares were not iedlindithe computation of diluted loss per share
because the option exercise price was greaterttieaaverage market price of the common stock. éartioney options determined under the treasury stoethod to acquire 363,356 shares, 612,807
shares and 3,554 shares of common stock for thel fj@ars ended March 31, 2011, 2010 and 2009¢césply, were potentially includable in the caktibn 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 conféymiith accounting principles generally acceptedhia United States of America requires managententake estimates and assumptions that affect
the reported amounts of assets and liabilities disdlosure of contingent assets and liabilitieshat date of the financial statements and the redosmounts of revenue and expenses during the
reporting period. Actual results could differ frahose estimates.

(q) Reclassifications
Certain prior year amounts have been reclassifiexbhform to the current year presentation.
(r) New Accounting Pronouncements

In October 2010, the FASB issued new standardsefegnue recognition with multiple deliverables. $aeew standards impact the determination of wherirntdividual deliverables included in a
multiple-element arrangement may be treated asra@panits of accounting. Additionally, these netanslards modify the manner in which the transactionsideration is allocated across the
separately identified deliverables by no longempiing the residual method of allocating arrangetmeonsideration. These new standards are reqtorée adopted in the first quarter of FY 2012;
however, early adoption is permitted. We do noteexphese new standards to significantly impactommsolidated financial statements.

In October 2010, the FASB issued new standardshiraccounting for certain revenue arrangementsitichude software elements. These new standarésdrthe scope of pre-existing software
revenue guidance by removing from the guidance saitware components of tangible products and seraftware components of tangible products. These standards are required to be adopted
in the first quarter of FY 2012; however, early ption is permitted. We do not expect these newdstads to significantly impact our consolidated finel statements.

In January 2011, the FASB issued amended stanttzaatisequire additional fair value disclosures. Shamended standards require disclosures abousiapd valuation techniques used to measure
fair value as well as disclosures about significeansfers, beginning in the first quarter of 20Atditionally, these amended standards requiregmtesion of disaggregated activity within the
reconciliation for fair value measurements usirgngicant unobservable inputs (Level 3), beginninghe first quarter of FY 2012. We do not expéwse new standards to significantly impact our
consolidated financial statements.

In May 2011, The FASB issued amendments to fair value measmestandards to achieve common fair value measneand disclosure requirements in U.S. Generatlgefited Accountin



Principles and International Financial Reportingriétards. The amended standards clarify the ineg@rding the application of existing fair value sw@ments and disclosures, and change certain
principles and requirements for measuring fair gadua for disclosing information about fair value asarements. These new standards are requiredaddpeed in the fourth quarter of FY 2012. We
do not expect these new standards to significamtpact our consolidated financial statements.

( 2) Stock Based Compensation

Stock Option Plans

As of March 31, 2011 we had 643,654 shares of comstock available for future grant to employeesistitants and key suppliers under our 2002 Equitgmtive Plan ("Plan"). Under the Plan, the exerpisce
of each option is set at the fair value of the camrstock on the date of grant and the maximum terthe option is 10 years from the date of gramdti@ns granted to employees generally vest ratabdy a three-
year period. The maximum number of options that imeyranted to an employee under the Plan in alendar year is 500,000 options. Forfeitures unberRlan are available for re-issuance at any tire o
expiration of the Plan in 2013. Options grantedeiritie Plan to employees require the option hallabide by certain Company policies, which resttieir ability to sell the underlying common stoékior to the
adoption of the Plan, we issued stock options underl992 Incentive and Non-Qualified Option Plasijch expired by its terms in 2002. Forfeitures enthe 1992 Incentive and Non-Qualified Option Piaay
not be re-issued.

Non-Employee Director Stock Option Plan

In February 1994 our Board of Directors ratifie@@ck Option Plan for Non-Employee Directors ("2i@s Plan") pursuant to which Directors may etecteceive stock options in lieu of cash compewpsator
their services as directors. As of March 31, 2044,had 77,635 shares of common stock availabléutore grant under the Directors Plan. Option terargge from 3 to 10 years from the date of gramtidh
exercise prices are equal to the fair value ofcttiamon shares on the date of grant. Options gramiddr the plan generally vest immediately. Foufeis under the Directors Plan are available fasseance at a
future date.

Stock Purchase Plan

We have established a Stock Purchase Plan undehwligible employees may contribute up to 10 pereéd their compensation to purchase shares ofcoomrmon stock at 85 percent of the fair market vaite
specified dates. As of March 31, 2011 we had 49 Stvares of common stock available for issuancewutiie Stock Purchase Plan. During the years eMdedh 31, 2011, 2010 and 2009, respectively, 9,828,
61,362 and 22,268 shares of common stock weredssuaer the Stock Purchase Plan. Cash received bpan the issuance of shares under the Stock &edPlan for the years ended March 31, 2011, 26d0 a
2009, was $22,495, $106,613 and $34,217, respéctive

Stock Bonus Plan

We have a Stock Bonus Plan ("Stock Plan") admirgstéy the Board of Directors. As of March 31, 2@idre were 763,718 shares of common stock avaifablfuture grant under the Stock Plan. UnderStaeck
Plan, shares of common stock may be granted to®mes, key consultants, and directors who are mpi@yees as additional compensation for servicedeeed. Vesting requirements for grants under toekS
Plan, if any, are determined by the Board of Diextat the time of grant. There were 243,076, zavd 191,348 shares granted under the Stock Plangdtire years ended March 31, 2011, 2010, and 2009,
respectively.

We use the straight-line attribution method to gripe share-based compensation costs over thesitegservice period of the award. Options grantedibgenerally expire ten years from the grant.dafgions
granted to existing and newly hired employees gdhyevest over a three-year period from the datéhefgrant. The exercise price of options is equahe market price of our common stock (definedhasclosing
price reported by the NYSE Amex) on the date ohgra

We use the Black-Scholes-Merton option pricing nidde estimating the fair value of stock option ads Total share-based compensation expense ardasefication of these expenses for the lastetliiseal
years were as follows:

Year Ended Year Ended Year Ended

March31, 2011 March31, 2010 March31, 2009

Cost of contract services $ 90,189 $ 84,331 $ 110,329
Cost of product sales 105,714 76,809 84,875
Research and development 15,892 29,606 37,903
Production engineering 100,802 103,669 128,553
Selling, general and administrative 922,031 365,978 711,383
$ 1,234,628 $ 660.393 $ 1.073.043

Share-based compensation capitalized in inventarassinsignificant as of March 31, 2011 and 2010.

We adjust share-based compensation on a quar@slg for changes to the estimate of expected equigyd forfeitures based on actual forfeiture eigrere. The effect of adjusting the forfeiture rieall expense
amortization is recognized in the period the fdtfed estimate is changed. The effect of forfeitadgistments during the years ended March 31, 22010 and 2009 was insignificant.

All options granted under the Non-Employee Dire@twck Option Plan are vested. A summary of theistaf non-vested shares under the Equity Incertiae as of March 31, 2011, 2010 and 2009, andggsn
during the years ended March 31, 2011, 2010 an@ 208 presented below:

Non-vested at April 1
Granted

Vested

Forfeited

Non-vested at June 30
Granted

Vested

Forfeited

Non-vested at September 30
Granted

Vested

Forfeited

Year Ended

March31, 2011

Weighted-

Shares Average
Under Grant Date
_Option Fair Value

338,747 $1.93
- $ -
- $ -
_(1.832) $1.61
336,915 $1.94
510,132 $1.37
(297,594)  $1.21
- $ -
549,453 $1.80
- $ -
(64,435)  $2.38
_(7.119) $1.58

Year Ended

March31, 2010

Weighted-

Shares Average
Under Grant Date
_Option Fair Value

283,454 $1.40
B, $ -

283,454 $1.40
- $ -

(128,471)  $1.47

_(5.873) $1.58

149,110 $1.35

193,304 $2.38
- $ -

Year Ended

March31, 2009

Weighted-

Shares Average
Under Grant Date
_Option Fair Value

337,888 $1.85
- $ -
(10,000) $2.10
_(2.000) $1.61
325,888 $1.84
381,615 $1.08
(72,588) $1.69
_(1.500) $1.61
633,415 $1.40
- $ -
(346,294) $1.39
- $ -



Non-vested at December 31 477,899 $1.73 342,414 $1.93 287,121 $1.41

Granted - $ - - $ - - $ -
Vested - $ - (3,667) $1.78 (3,667) $1.78
Forfeited _(1,965) $ 1.45 - $ - - $ -
Non-vested at March 31 475,934 $ 1.73 338,747 $ 1.93 283,454 $ 1.40

As of March 31, 2011, there was $485,145 of totakuognized compensation cost related to stoclonptgranted under our stock option plans. The wgrized compensation cost is expected to be rezedni
over a weighted average period of 24 months. Ttz tair value of stock options that vested durihg years ended March 31, 2011, 2010 and 2009 &2 #20, $194,945 and $633,106, respectively.

A summary of the non-vested shares under the Soakis Plan as of March 31, 2011, 2010 and 2009¢hadges during the years ended March 31, 2011 20d 2009 are presented below:

Year Ended

March31, 2011

Year Ended

March31, 2010

Year Ended

March31, 2009

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 98,929 $297 225,870 $3.08 283,480 $3.34
Granted - $ - - $ - - $ -
Vested - $ - - $ - - $ -
Forfeited - $ - - $ - - $ -
Non-vested at June 30 98,929 $297 225,870 $3.08 283,480 $3.34
Granted 235,173 $251 - $ - 191,348 $2.18
Vested (139,767) $2.57 (45,342) $3.20 (184,692) $2.43
Forfeited - $ - - $ - - $ -
Non-vested at September 30 194,335 $2.70 180,528 $3.05 290,136 $3.15
Granted 7,903 $1.92 - $ - - $ -
Vested (140,039) $2.74 (81,599) $3.14 (64,266) $3.40
Forfeited - $ - - $ - - $ -
Non-vested at December 31 62,199 $2.50 98,929 $2.97 225,870 $3.08
Granted - $ - - $ - - $ -
Vested - $ - - $ - - $ -
Forfeited - $ - - $ - - $ -
Non-vested at March 31 62,199 $2.50 98.929 $ 2.97 225,870 $ 3.08

As of March 31, 2011 there was $100,372 of totakaagnized compensation cost related to commork gimanted under our Stock Bonus Plan. The unreeegnéompensation cost is expected to be recognized
over a weighted average period of 21 months. Tted fair value of common stock granted under thectBonus Plan that vested during the years endaatiM31, 2011, 2010 and 2009 was $743,454, $401,384
and $667,384, respectively.

During the years ended March 31, 2011, 2010 an@® 2p@ions to acquire 629,965, 246,840, and 550sB&8es of common stock, respectively, were gramtetbr our Equity Incentive and Non-Employee Directo
Stock Option Plans. The weighted average estimaikees of employee and director stock option graagsvell as the weighted average assumptionsvia@ used in calculating such values during thesyeaded
March 31, 2011, 2010 and 2009, were based on dstinad the date of grant as follows:

Year Ended Mag&h

2011 2010 2009
Weighted average estimated

fair value of grant $ 1.33 Per option $ 2.35 Per option $ 2.19 Per option

Expected life (in years) 4.1 years 3.2 years 3.4 years
Risk free interest rate 1.56 % 2.18% 3.20%
Expected volatility 73.46 % 75.89 % 60.56 %
Expected dividend yield 0.0 % 0.0 % 0.0%

Expected volatility is based on historical volayiliOptions granted to members of the board ofatis and executives on July 23, 2009 with optEnms of less than ten years utilize the simplifteétulation of
expected life described by SAB 107 because we ddawee sufficient historical experience for optigrants with option terms of less than ten years &kpected life of all other options granted arseblaon
historical experience.

Additional information with respect to stock optiaativity during the year ended March 31, 2011 wrme 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
Granted
Exercised

Forfeited

Outstanding at June 30, 2010
Granted
Exercised

Forfeited

Outstanding at September 30, 2010
Granted
Exercised

Forfeited

Outstanding at December 31, 2010
Granted
Exercised

Forfeited

Outstanding at March 31, 2011

Exercisable at March 31, 2011

Vested and expected to vest at March 31, 2011

Outstanding at April 1, 2009
Granted
Exercised

Forfeited

Outstanding at June 30, 2009
Granted
Exercised

Forfeited

Outstanding at September 30, 2009
Granted
Exercised

Forfeited

Outstanding at December 31, 2009
Granted
Exercised

Forfeited

Outstanding at March 31, 2010

Exercisable at March 31, 2010

Vested and expected to vest at March 31, 2010

2,377,075

(1,000)
(3.166)

2,372,909

510,132

(6.334)

2,876,707

(7.119

2,869,588

(30,966)
(208,131

2,630,491

2,154,557

2,612,913

Shares

Under

Option

2,740,815

2,740,815

(254,094)

(5.873)

2,480,848

193,304

(79,009)

667,

2,594,476

(21,444)

(195,957)

2,377.075

2,038,328

2,362,503

$3.45 3.9 years $ 2,509,155

$ -

$3.57 $ 600
$3.57

$3.45 3.7 years $ 1,264,435
$2.52

$ - $ -
$3.59

$3.28 4.0 years $ 328,687
$ -

$ - $ -
$2.37

$3.29 3.7 years $ 74,736
$ -

$212 $ 35,590
$7.07

$3.00 3.7years $ 959.001
$2.99 3.2years $ 759,243
$3.00 3.7years $ 950,395

Additional information with respect to stock optiaativity during the year ended March 31, 2010 wrmie incentive and non-qualified stock option [sas as follows:

Weighted

Weighted Average

Average Remaining Aggregate
Exercise Contractual Intrinsic

Price Life Value

$ 3.66 4.7 years $ -
$ -
$ - $ -
$ -
$ 3.66 4.4 years $ 341,705
$ -
$271 $ 535,449
$2.66
$3.76 4.0 years $ 5,803,280
$4.73
$3.55 $ 722,353
$3.57
$3.84 3.9 years $ 8,237,679
$ -
$2.39 $ -
$8.75
$ 3.45 3.9years $ 2,509,155
$ 3.40 3.7years $ 2,257,051
$ 3.40 3.9years $ 2,494,713

Additional information with respect to stock optiaativity during the year ended March 31, 2009 wrmie incentive and non-qualified stock option [sas as follows:

Weighted

Weighted Average



Shares Average Remaining Aggregate

Under Exercise Contractual Intrinsic
Option Price Life Value
Outstanding at April 1, 2008 2,543,306 $3.94 5.2 years $ -
Granted - $ -
Exercised - $ - $ -
Forfeited 2,000) $3.57
Outstanding at June 30, 2008 2,541,306 $3.94 5.0 years $ 3,060
Granted 381,615 $2.18
Exercised - $ - $ -
Forfeited (1.500) $3.57
Outstanding at September 30, 2008 2,921,421 $3.71 4.9 years $ 584,914
Granted - $ -
Exercised - $ - $ -
Forfeited - $ -
Outstanding at December 31, 2008 2,921,421 $3.71 4.6 years $ -
Granted - $ -
Exercised - $ - $ -
Forfeited (180.606) $4.38
Outstanding at March 31, 2009 2,740,815 $ 3.66 4.7years $ -
Exercisable at March 31, 2009 2,457,361 $ 3.78 4.5years $ -
Vested and expected to vest at March 31, 2009 2,726,859 $ 3.67 4.6years $

Additional information with respect to stock optiaativity during the year ended March 31, 2011 wramie non-employee director stock option plan iscdiews:

Weighted
Weighted Average

Shares Average Remaining Aggregate

Under Exercise Contractual Intrinsic

Option Price Life Value
Outstanding at April 1, 2010 256,653 $3.15 2.6 years $ 303,651
Granted - $ -
Exercised - $ - $ -
Forfeited @77) $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 $ 45771
Granted 19,697 $1.92
Exercised - $ - $ -
Forfeited (21,689 $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.lyears $ 129.642
Exercisable at March 31, 2011 329.786 $ 2.86 3.1lyears $ 129.642

Vested and expected to vest at March 31, 2011 329,786 $ 2.86 3.1years $ 129,642




Additional information with respect to stock optiaativity during the year ended March 31, 2010 urmie non-employee director stock option plan iscdiews:

Weighted
Weighted Average

Shares Average Remaining Aggregate

Under Exercise Contractual Intrinsic

Option 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 2.6years $ 303.651
Exercisable at March 31, 2010 256,653 $ 3.15 2.6years $ 303,651
Vested and expected to vest at March 31, 2010 256.653 $ 3.15 2.6years $ 303.651

Additional information with respect to stock optiaativity during the year ended March 31, 2009 urmie non-employee director stock option plan iscdiews:

Weighted
Weighted Average

Shares Average Remaining Aggregate

Under Exercise Contractual Intrinsic

Option _ Price Life Value
Outstanding at April 1, 2008 131,644 $3.33 2.7 years $ -
Granted - $ -
Exercised - $ - $ -
Forfeited - $ -
Outstanding at June 30, 2008 131,644 $3.33 2.4 years $ 1,736
Granted 109,302 $2.18
Exercised - $ - $ -
Forfeited (18.027) $3.22
Outstanding at September 30, 2008 222,919 $2.77 3.2 years $ 71,345
Granted 59,441 $3.39
Exercised - $ - $ -
Forfeited (59.441 $3.39

Outstanding at December 31, 2008 222,919 $2.77 3.0 years $ -



Granted - $
Exercised - $ - $ -
$

Forfeited -

Outstanding at March 31, 2009 222,919 $ 2.77 2.7years $_ -
Exercisable at March 31, 2009 222,919 $ 2.77 2.7years $_ -
Vested and expected to vest at March 31, 2009 222,919 $ 277 2.7years $_-

Cash received by us upon the exercise of stoclougptior the years ended March 31, 2011, 2010 and @as $69,116, $1,084,863 and zero, respectilélg.source of shares of common stock issuable thpon
exercise of stock options is from authorized arel/jpusly unissued common shares.

( 3) Costs and Estimated Earnings in Excess ofI&igs on Uncompleted Contracts and Billings in Exess of Costs and Estimated Earnings on Uncomplet&bntracts

At March 31, 2011, the estimated period to comptetetracts in process ranged from one to three hsprind we expect to collect substantially alltezlaaccounts receivable arising therefrom withktysdays of
billing.

The following summarizes contracts in process:

March31, 2011 March31, 2010
Costs incurred on uncompleted contracts $ 4,105,858 4,063,128
Estimated earnings 424,184 544,417
4,530,042 4,607,545
Less billings to date (4,418,993 (3.978,35])
$ 111,049 629,194
Included in the accompanying balance sheets asAfsil
Costs and estimated earnings in excess of billamgs
uncompleted contracts $ 126,775 680,746
Billings in excess of costs and estimated earnorgs
uncompleted contracts (15,726) (51,552)
$ 111,049 629,194
( 4) Inventories
Inventories consist of:
March31, 2011 March31, 2010
Raw materials $1,769,614 512,572
Work-in-process 388,647 744,525
Finished products 55,180 34,229
$ 2,213,441 1,291,326

Our raw material inventory is subject to obsoleseeand potential impairment due to bulk purchasestess of customers' requirements. We periogliaaBess our inventory for recovery of its carryiatue based
on available information, expectations and estisyaa@d adjust inventory carrying-value to the lowkcost or market for estimated declines in traizable value. For the fiscal years ended March2811, 2010
and 2009, we impaired obsolete inventory with ayiag value of $10,160, $26,714 and $41,613, rethpely.

( 5) Government Grants
We have a $45,145,534 grant with the DOE undeStivaulus Act. The Grant provides funds to facibtéite manufacture and deployment of electric dvisleicles, batteries and electric drive vehicle congnts in

the United States. Pursuant to the terms of thedment, the DOE will reimburse us for 50 percerualifying costs for the purchase of facilitiespling and manufacturing equipment, and for enginegerelated
to product qualification and testing of our elezpiropulsion systems and other products. The perfitde Grant is through January 12, 2013.

We recognize government grants when it is probitsiethe Company will comply with the conditionsaahed to the grant arrangement and the granbeiieceived.

Funding for qualifying project costs incurred igtigly limited to $32.0 million until we providene DOE with an updated total estimated cost ofpitegect along with evidence of firm commitments farr 50
percent share of the total estimated cost of tbgept no later than July 13, 2011. If all such farfve not been secured, we must submit, by suehafunding plan to obtain the remainder of suctds, which is
acceptable to the DOE. In the event we do notfgdtie foregoing contingency, the Grant may be teated. In addition, the Grant may be terminateargttime at the convenience of the government.

The Grant is also subject to our compliance wittiaie reporting requirements. The Stimulus Act ireg® minimum construction wage and labor standandgsrbjects funded by the Grant.

If we dispose of assets acquired using Grant fuydive may be required to reimburse the DOE upoh sate date if the fair value of the asset on thte @f disposition exceeds $5,000. The amount pfsach
reimbursement shall be equal to 50 percent ofafrevilue of the asset on the date of disposition.

While UQM has exclusive patent ownership rightsgoy technology developed with Grant funds, weraggiired to grant the DOE a non-exclusive, nonsfarable, paid-up license to use such technology.
In September 2010 we recognized reimbursement$ 648,446 for certain engineering costs incurrednfAugust 5, 2009, through March 31, 2010 uporsttesfaction of certain conditions contained in @rant.
At March 31, 2011 we had received reimbursemets fihe DOE under the Grant totaling $10,409,08&lith $7,310,336 was for capital assets and $37/@38was reimbursements of product qualification and

testing costs. We also had an amount receivabie fhe DOE at March 31, 2011 of $1,552,528 of wi$662,620 represented reimbursement of capital pssehases and $889,908 was reimbursements fougtrod
qualification and testing costs incurr¢



The application of grant funds to eligible capaaket purchases under the DOE Grant as of Marc®031, and 2010 are as follows:

Marg@i, 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

Mar@i, 2010

Purchase Cost

Grant Funding

Recorded Value

Land $ 896,388 448,194 448,194
Building 6,772,314 3,386,157 3,386,157
Machinery and Equipment 470,936 235,468 235,468

$ 8.139.638 4,069.819 4,069,819

( 6) Patents and Trademarks

Patents owned by the Company, had a gross carayimaunt of $1,045,699 and $1,036,179, accumulatesttgration of $781,608 and $738,556, and a netyaagramount of $264,091 and $297,623, at March 31,
2011 and 2010, respectively. Trademarks owned &yCitmpany had a gross carrying amount of $173,687473,587, accumulated amortization of $55,256%50,769, and a net carrying value of $118,331 and
$122,818 at March 31, 2011 and 2010, respectivatyortization expense for the years ended Marct2811, 2010 and 2009, was $47,539, $55,730, and$B5respectively. Patents and trademarks are @edrt

on a straight-line basis over the estimated udiééubf the asset, typically 17 years for pateaisi 40 years for trademarks.

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

Patents Trademarks

2012 $ 35,134 4,487
2013 35,330 4,487
2014 31,189 4,487
2015 22,466 4,487
2016 17,501 4,487
Thereafter 122,471 95,896

$ 264,091 118,331

( 7) Other Current Liabilities

Other current liabilities consist of:

March31, 2011 March31, 2010

Accrued payroll and employee benefits $ 193,670 175,579
Accrued personal property and real estate taxes 223,714 354,807
Accrued warranty costs 89,463 75,903
Unearned revenue 219,751 356,596
Accrued royalties 71,398 34,515
Construction retainage 97,756 -
Other _ 7,954 51,843
$ 903,706 1,049,243

( 8) Income Taxes

Income tax benefit attributable to loss from opierst differed from the amounts computed by applyirgU.S. federal income tax rate of 34 percer gesult of the following:

Year Ended Year Ended Year Ended

March31, 2009

March31, 2011 March31, 2010

Computed "expected” tax benefit $ (677,402) (1,407,897) (1,497,208)
Increase (decrease) in taxes resulting from:
Adjustment of expiring net operating loss
1,035,833 447,958 1,450,222

carry-forwards
Adjustment to deferred tax assets and liabilities

for prior period corrections



Increase (decrease) in valuation allowance for

net deferred tax assets (530,092) 812,511 (67,423)
Other, net 171,661 147,428 114,409
Income tax benefit $ - - -

The tax effects of temporary differences that gise to significant portions of the net deferrex éaset are presented below:

March31, 2011 March31, 2010
Deferred tax assets:
Research and development credit carry-forwards $ 48,517 63,609
Net operating loss carry-forwards 19,785,422 20,766,816
Deferred compensation 505,919 446,441
Property and equipment 284,071 354,290
Intangible assets 41,413 26,529
Stock compensation 875,329 482,173
Other 153,319 84,224
Total deferred tax assets 21,693,990 22,224,082
Deferred tax liabilities:
Intangible assets - -
Total deferred tax liabilities - -
Net deferred tax assets 21,693,990 22,224,082
Less valuation allowance (21,693,990 (22,224,082
Net deferred tax assets, net of valuation allowance $ - -

As of March 31, 2011 we had net operating lossyetmmwards (NOL) of approximately $58.6 million fof.S. income tax purposes that expire in varyingants through 2031. Approximately $5.3 million bétnet
operating loss carry-forwards are attributablettels options, the benefit of which will be creditedadditional paid-in capital if realized. Howeydue to the provisions of Section 382 of the Im#Revenue Code,
the utilization of a portion of these NOLs may beited. Future ownership changes under Sectionc®8d occur that would result in additional Sect88? limitations, which could further restrict thee of NOLs.
In addition, any Section 382 limitation could redwur ability for utilization to zero if we fail tsatisfy the continuity of business enterprise neguent for the two-year period following an owrtépschange.

The valuation allowance for deferred tax asset$2if.7 million and $22.2 million at March 31, 2011da2010, respectively, relates principally to theeertainty of the utilization of certain deferreak tassets,
primarily net operating loss carry forwards in wars tax jurisdictions. The Company continually asss both positive and negative evidence to deternvhether it is more-likely-than-not that the dedfd tax
assets can be realized prior to their expiraticase®l on the Company's assessment it has deterthimedferred tax assets are not currently reatzabl

We have not recorded any potential liability focertain tax positions taken on our tax returns.

We may, from time to time, be assessed interepenalties by major tax jurisdictions, although angh assessments historically have been minimaimanthterial to our financial results. Penalties sreorded in
selling, general and administrative expenses aretéast paid or received is recorded in intereseasp or interest income, respectively, in the clisied statements of operations.

( 9) Stockholders' Equity
In October 2009 we completed a follow-on offerifg@@25,000 shares of our common stock. Cash pdsceet of offering costs, were $31,664,373.
(10) Significant Customers

We have historically derived significant revenuenfra few key customers. Revenue from CODA Autonmtitaled $1,301,224, $573,250 and $22,850 foffisival years ended March 31, 2011, 2010 and 2009,
respectively, which was 14 percent, 7 percent ahdf ronsolidated total revenue, respectively. &ave from Quantum Fuel Systems Technologies Wodenc. totaled $12,000, $13,115, and $1,360,90%hf®
fiscal years ended March 31, 2011, 2010 and 2@&perctively, which was nil, nil, and 16 percentofsolidated total revenue, respectively.

Trade accounts receivable from CODA Automotive wHgpercent and 3 percent of consolidated totad@uts receivable as of March 31, 2011 and 201@ectively. Inventories consisting of raw materiat®rk-
in-progress and finished goods for this customeaiéd $832,320 and $350,425 as of March 31, 20#12810. Trade accounts receivable from Quantum Systems Technologies Worldwide Inc. were nil and 3
percent of consolidated total accounts receivablefaarch 31, 2011 and 2010, respectively. Inveesoconsisting of raw materials, work-in-progressl finished goods for this customer totaled z&b zero as of
March 31, 2011 and 2010.

Revenue derived from contracts with agencies ofttt® Government and from subcontracts with U.SveBioment prime contractors totaled $1,112,307, 822321, and $1,989,872 for the years ended March 31
2011, 2010 and 2009, respectively, which was 12quer 29 percent, and 23 percent of total constaitieevenue, respectively. Accounts receivable fgmvernment-funded contracts represented 49 peereh8
percent of total accounts receivable as of March2Bll1 and 2010, respectively. Of these amountgnee derived from subcontracts with AM General Liofaled $792,508, $1,807,063, and $434,181 which
represented 9 percent, 21 percent, and 5 percemirafonsolidated total revenue for the fiscal geamded March 31, 2011, 2010 and 2009, respectiTéig customer also represented nil and 8 peraftutal
accounts receivable at March 31, 2011 and 201fentwely. Inventories consisting of raw materiatsrk-in-process and finished goods for AM GenéiaC totaled zero and $165,013 at March 31, 2011 201D,
respectively.

(11) Fair Value of Financial Instruments



The following methods and assumptions were usedtimate the fair value of each class of finanicisiruments:
Cash and cash equivalents, certificates of depasipunts receivable and accounts payable:
The carrying amounts approximate fair value becafisiee short maturity of these instruments.

Investments:

The carrying value of these instruments is the &@ext cost of the investments which approximat@svi@ue. See Note 1(d).

(12) Fair Value Measurements

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

Fair Value Measurements at Reporting Datind)

Quoted Prices

In Active Significant
Markets Other Significant
For Identical Observable Unobservable
Liabilities Inputs Inputs
Total (Levell (Level2 (Level3

Deferred Compensation under

executive employment agreemefs $1,316,372 - - 1,316,372

Note (1) $739,200 included in current liabilitiesda$577,172 included in long term liabilities orr@monsolidated balance sheet as of March 31, 2011.

Liabilities measured at fair value on a recurrirgib as of March 31, 2010 are summarized below:

Fair Value Measurements at Reporting Datind)

Quoted Prices

In Active Significant
Markets Other Significant
For Identical Observable Unobservable
Liabilities Inputs Inputs
Total (Levell (Level2 (Level3

Deferred Compensation under

executive employment agreemefits $ 1,155,416 - - $1,155,416

Note (1) $432,554 included in current liabilitiesda$722,862 included in long term liabilities orr@monsolidated balance sheet as of March 31, 2010.

Deferred compensation under executive employmemteagents represents the future compensation palflgriayable under the retirement and voluntarynteation provisions of executive employment agreetse

(see also note 15). The value of the Level 3 lighih the foregoing table was determined underittteme approach, using inputs that are both urrebke and significant to the value of the obligatincluding
changes in the Company's credit worthiness andggsaim interest rates.

A summary of the liability measured at fair valuearecurring basis using significant unobservaipets (Level 3) follows:

Fair Value Measurements Using Significant
Unobservable Inputs
(Level 3) for the

Fiscal Year Ended

March31, 2011 March31, 2010
Deferred Deferred

Compensation Compensation

On Executive On Executive

Employment Employment

Agreements Agreements
Balance at beginning of fiscal year $ 1,155,416 1,073,549

Total gains or losses (realized and unrealized):

Included in earnings 160,956 81,867

Included in other comprehensive income



Purchases, sales, issuances, and settlements, net - -
Transfers in (out) of Level 3 - -

Balance at the end of fiscal year $ 1,316,372 $1,155,416

Loss for the period included in earnings attriblgab

to the Level 3 liability still held at the end dfet period $ 160,956 $ _ 81,867

(13) 401(k) Employee Benefit Plan

We have established a 401(k) Savings Plan ("40H&'Plunder which eligible employees may contribugeto 15 percent of their compensation. Employees the age of 18 are eligible immediately upore har
participate in the 401K Plan. At the direction loé pparticipants, contributions are invested in s#ievestment options offered by the 401K Plan. 8Merently match 33 percent of participants' cdmitions, subject
to certain limitations. These matching contribusiorest ratably over a three-year period. Matchimgtributions to the 401K Plan were $96,074, $84,26@1 $82,355, for the years ended March 31, 22010, and
2009, respectively.

(14) Segments

At March 31, 2011, we had two reportable segmetetshnology and power products. Our reportable segmere strategic business units that offer diffegroducts and services. They are managed selyarate
because each business requires different busitegsgies. The technology segment encompassesochindlogy-based operations including core reseratvance our technology, application and producti
engineering and product development and job shogyution of prototype components. The power proslsegment encompasses the manufacture and saenoéuipent magnet motors and electronic controllers.
Salaries of the executive officers and corporateegel and administrative expense are allocateditsegments annually based on factors establishtbe deginning of each fiscal year. The percentdipeated to
the technology segment and power products segmoeithé fiscal year ended March 31, 2011 was 76gmtrand 24 percent, respectively. The percentdgeadd to the technology segment and power prsduct
segment for the fiscal years ended March 31, 2846,2009 were 82 percent and 18 percent, and “@mieand 24 percent, in each year, respectivetgrdagment sales or transfers, which were eliméhagon
consolidation, were $767,935, $522,925, and $970f@7the years ended March 31, 2011, 2010, an® 2@8pectively.

The technology segment leased office, productiah lahoratory space in a building owned by the popreducts segment, based on a negotiated ratédosguare footage occupied. The technology and powe
products segments leased office, production andréabry space from another wholly-owned subsidirthe Company, based on a negotiated rate fosghare footage occupied. Intercompany lease pagnient
the technology segment, were $298,593, $183,60f,$474,000 for the years ended March 31, 2011, 28020 2009, respectively, and were eliminated upmmsolidation. Intercompany lease payments for the
power products segment were $383,319 for the yededMarch 31, 2011 and were eliminated upon cadestiin.

The following table summarizes significant finaaetement information after deducting intersegnediminations of each of the reportable segmestsfand for the year ended March 31, 2011:

Power

Technology Products Total
Revenue $ 5,884,486 3,136,816 9,021,302
Interest income $ 89,343 1,999 91,342
Interest expense $ - - -
Depreciation and amortization $ (462,312) (402,260) (864,572)
Impairment of inventories $ (3,924) (6,236) (10,160)
Segment loss $ (1,015,085) (977,273) (1,992,358)
Total assets $ 29,474,989 12,328,931 41,803,920
Expenditures for long-lived segment assets $ (1,297,816) (6,099,992) (7,397,808)

The following table summarizes significant finaaetement information after deducting intersegnediminations of each of the reportable segmestsfand for the year ended March 31, 2010:

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)
Segment loss $ (3,681,599) (459,273) (4,140,872)
Total assets $ 34,214,998 8,467,575 42,682,573
Expenditures for long-lived segment assets $ (718,040) (8,530,736) (9,248,776)

The following table summarizes significant finadattement information after deducting intersegnediminations of each of the reportable segmestsfand for the year ended March 31, 2009:

Power
Technology Products Total
Revenue $ 5,455,934 3,272,377 8,728,311
Interest income $ 194,384 4,563 198,947
Interest expense $ - (33,387) (33,387)
Depreciation and amortization $ (312,154) (234,689) (546,843)



Impairment of inventories $ (28,546) (13,067) (41,613)

Impairment of investment $ (89,369) - (89,369)
Segment loss $ (4,123,174) (278,845) (4,402,019)
Total assets $ 8,840,077 3,582,755 12,422,832
Expenditures for long-lived segment assets $ (579,932) (7,110) (587,042)

(15) Commitments and Contingencies

Employment Agreements

The Company has entered into Employment AgreemeititsMessrs. Ridenour, French, Burton and Lutz. Ridenour has agreed to serve in his present dgpfacia five year term expiring on August 31, 2015
Messrs. French, Burton and Lutz have agreed tcesertheir present capacity for a term expiringAugust 22, 2012. Pursuant to the Employment AgregspéMessrs. Ridenour, French, Burton and Lutzlshal
receive an annual base salary of $390,000, $245$2®1,000 and $191,000, respectively. Each exexalso receives an automobile allowance and magive bonuses, stock awards and stock options.

Mr. Ridenour's employment agreement provides thamployment is terminated by the Company or thecekive without cause during or after the termhaf agreement, Mr. Ridenour shall receive the gregite
one year base pay or two months of base pay fdr gear of service as an officer. If Mr. Ridenouturdarily terminates his employment and providekeast six months notice, he shall receive six mstiase pay.
If the executive does not provide at least six rhemiotice, he shall receive two months base salargss the company is in default under the agreemehich shall be considered termination by then@any
without cause. If the executive provides at leastroonths notice of his voluntary retirement aféétaining 60 years of age, executive shall recaivetal payment consisting of two months base pagéch year of
service as an officer up to a maximum total paynoér24 months base pay.

Mr. French's Employment Agreements provides thatiployment is terminated by the Company or theetee without cause during or after the term af #greement upon attaining twenty years of serasgcan
officer, or upon retirement after attaining age 182, the officer shall receive 24 months base galdrthe officer voluntarily terminates his emplognt after attaining twenty years of service aofiicer and
provides at least six months notice, he shall kecene month of base pay for each year of sendanaofficer up to a maximum payment of 24 montisetpay. If the executive has less than twentysyefaservice
or does not provide at least six months noticestadl receive three months base salary, unles€dhepany is in default under the Agreement, whicildke considered termination by the Company witloawse.

Messrs. Burton and Lutz's Employment Agreementsigeothat if employment is terminated by the Companthe executive without cause during or after term of the agreement, the officer shall recéee
greater of six months base pay or one month of pagdor each year of service as an officer. If dfficer voluntarily terminates his employment gombvides at least six months notice, he shall kecsix months
base pay. If the executive does not provide at Isiasmonths notice, he shall receive two monthsebsalary, unless the Company is in default urfterAigreement, which shall be considered terminatiprthe
Company without cause. If the Executive provideleast six months notice of his voluntary retiremnafter attaining 62 1/2 years of age, executialsieceive a total payment consisting of one mafthase pay
for each year of service as an officer plus six themf base pay, up to a maximum total paymen#iah®nths base pay.

Messrs. Ridenour, French, Burton and Lutz's EmplynA\greements provide that upon termination byGbenpany following a hostile change of control feé Company, the officer shall receive twice therpegt
due on a termination by the Company. If an offidies during employment, his estate shall receiveetimonths base pay. If the officer elects toeetir60 years of age in the case of Mr. Ridenauin the cases of
Messrs. French, Burton, and Lutz at 62 1/2 yeaesgef or upon attaining 20 years of service with@ompany, the officer shall be entitled to corine participate in the Company's group healthrarsce plan (at
the same cost as employees) until attaining age 65.

The employment agreements further provide thaGbmpany shall maintain at its expense, life insoeacoverage on Messrs. Ridenour, French, BurtonLaizl payable to their designees in an amount egual
three times the annual compensation payable to eestutive.

The aggregate future base salary payable to tlheseskecutive officers under the Employment Agreets®ver their remaining terms is $2,653,675. Thenfany has recorded a liability of $577,172 repndng
the potential future compensation payable to MedRidenour, French, Burton and Lutz under the esignt and voluntary termination provisions of tHemployment Agreements. In addition, the Company ha
recorded a retirement payment liability of $739,206he Company's former CEO which is payable ory Bth, 2011.

Lease Commitments

At March 31, 2011 there were no operating leasds initial non-cancelable terms in excess of onarye

Rental expense for the years ended March 31, 211 and 2009, respectively, was $30,938, $62 824 $59,648.
Litigation

We are involved in various claims and legal actiarising in the ordinary course of business. Indpimion of management, and based on current dlailaformation, the ultimate disposition of thesatters is not
expected to have a material adverse effect oninandial position, results of operations or caskflalthough adverse developments in these matterisl have a material impact on a future reporgiagod.

(16) Interim Financial Data (Unaudited)

Quarters Ended

June30 SeptembeB0 DecembeB1 March31
Fiscal yea?011
Sales $ 2,555,324 2,027,558 2,090,474 2,347,946
Gross profit $ 964,072 226,609 439,834 762,188
Net loss $ (486,870) (377,793) (932,520) (195,175)
Net loss per common share basic and diluted: $(0.01) (0.01) (0.03) (0.01)

Quarters Ended

June30 SeptembeB0 DecembeB1 March31
Fiscal yea2010
Sales $ 2,129,319 2,270,542 2,007,214 2,284,878
Gross profit $ 604,161 817,816 642,391 652,765
Net loss $ (629,116) (496,037) (1,984,469) (1,031,250)

Net loss per common share basic and diluted: $(0.02) (0.02) (0.06) (0.03)



Quarters Ended

June30 SeptembeB0 DecembeB1 March31
Fiscal yea?009
Sales $ 1,793,355 2,277,331 2,873,595 1,784,030
Gross profit $ 194,260 415,114 863,560 292,710
Net loss $  (999,715) (1,538,111) (764,101) (1,100,092)
Net loss per common share basic and diluted: $(0.04) (0.06) (0.03) (0.04)
(17) Valuation and Qualifying Accounts
Additions
Balance Charged to Charged to Balance at
at
Beginning Costs and Other End
Expenses Accounts Deductions of
of Year Year
Year ended MarcB1, 2011
Not deducted from asset accounts:
Accrued warranty cost $ 75,903 142,598 - 129,038A) 89,463
Year ended MarcB1, 2010
Not deducted from asset accounts:
Accrued warranty cost $ 84,445 158,723 - 167,265A) 75,903
Year ended MarcB1, 2009
Not deducted from asset accounts:
Accrued warranty cost $ 117,645 121,776 - 154,976A) 84,445
Note (A) Represents actual warranty payments fisuaturned under warranty.
ITEM 9. CHANGE IN AND DISAGREEMENTS WITH INDEPENDENT ACCOUN TANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE
None.
ITEM 9A. CONTROLS AND PROCEDURES

Controls Evaluation

We conducted an evaluation of the effectivenesthefdesign and operation of our disclosure contald procedures as of March 31, 2Qitder the supervision and with the participatiormanagement, including our Ch
Executive Officer ("CEQ") and Chief Financial Offic("CFO").

Based on their evaluation as of March 31, 2011,Gf® and CFO have concluded that our disclosuré@srand procedures (as defined in Rules 13a-15(d)15d-15(e) under the Securities Exchange A&98# as amende
were effective to ensure that the information reeplito be disclosed by our management in the reploat it files or submits under the Securitiest&amge Act of 1934s (i) recorded, processed, summarized and regparithin the
time periods specified in the SEC's rules and foansl (i) accumulated and communicated to our meameent, including our CEO and CFO, to allow timedcisions regarding required disclosure.

Management Report on Internal Control Over Financid Reporting

Our management is responsible for all aspectsebtsiness, including the preparation of the cadatd financial statements in this annual repdanagement prepared the consolidated financiatrstnts using accounti
principles generally accepted in the United Sta#enagement has also prepared the other informatitnis annual report and is responsible for ésumacy and consistency with the consolidated firerstatements.

Management is responsible for establishing and taimimg an adequate system of internal control direncial reporting, including safeguarding of etssagainst unauthorized acquisition, use or diipos This system

designed to provide reasonable assurance to maeagemd the board of directors regarding preparaifareliable published financial statements arfégizarding of our assets. This system is suppavidwritten policies an
procedures and contains seibnitoring mechanisms. Appropriate actions arerakg management to correct deficiencies as theydamtified. All internal control systems have inéet limitations, including the possibility
circumvention and overriding of controls, and, gfere, can provide only reasonable assurance the teeliability of financial statement preparat@mmd such asset safeguarding.

Management has assessed the effectiveness of temmahcontrol over financial reporting as of Mag&h 2011. In making this assessment, it used riberia described in “Internal Contraitegrated Framework" issued by
Committee of Sponsoring Organizations of the TremagW@ommission ("COSO"). Based on this assessmeanagement has concluded that, as of March 31, ,26drlinternal control over financial reporting efective
Management reviewed the results of its assessmémtive Audit Committee of our Board of Directoriavoversees the financial reporting process.

The consolidated financial statements have beeitealitly the independent registered public accognfiim, Grant Thornton LLP, who independently asseksthe effectiveness of the company's internafrabaver financie
reporting. Grant Thornton LLP has issued its reparthe effectiveness of our internal control ofeancial reporting, which is included above in Rritem 8 of this Form1C-K.



Changes in Internal Control Over Financial Reporting

There were no changes to our internal control éwmancial reporting (as defined in Rules 13a-15(fjl 15d-15(f) under the Exchange Act) that occudwing the quarter ended March 31, 2@iat have materially affected, or
reasonably likely to materially affect, our intefeantrol over financial reporting.

June 1, 2011
/sIERICR . R IDENOUR /siID ONALD A . F RENCH
Eric R. Ridenour Donald A. French
President and Chief Executive Officer Treasurer, Secretary and

Chief Financial Officer

ITEM9B . OTHER INFORMATION

Compensatory Arrangements of Certain Officers

On May 26, 2011, the compensation and benefits dteerof the Company's Board of Directors complétednnual review of the Company's executive camspton. The Company's Board of Directors reviethed
committee's recommendations, and approved thexfoipchanges in base salary for each of the foligwiamed executive officers:

Amendment to the Employment Agreement of Eric RleRbur - The Company's President and Chief Exee@fficer, Eric R. Ridenour, is a party to an enypi@nt agreement with the Company, incorporatecegrence from
the Company's Current Report on Forri @iled August 24, 2010 as Exhibit 10.1. The Boafdirectors approved an increase in Mr. Ridencamisual base salary to $425,000 effective May 0312 Mr. Ridenour, will contint
to receive an auto allowance of $9,600 per year.

Amendment to Employment Agreement of Donald A. ElrenThe Company's Secretary, Treasurer and ChiefEial Officer, Donald A. French, was a partyatoemployment agreement with the Company, incotpdray
reference from the Company's Current Report on FbKrdated August 18, 2010 as Exhibit 10.1. TherBax Directors approved an increase in Mr. Frenelnnual base salary to $255,000 effective May@%1. Mr. Frenct
will continue to receive an auto allowance of $@,@@r year.

Amendment to Employment Agreement of Ronald M. Bart The Company's Senior Vice President of OpematiRonald M. Burton, is a party to an employmegreement with the Company, incorporated by refazérom the
Company's Current Report on Form 8-K dated AugB8s2010, as Exhibit 10.2. The Board of Directapproved an increase in Mr. Burton's annual bakeysto $228,000 effective May 15, 2011. Mr. Bumtwill continue to
receive an auto allowance of $9,600 per year.

Amendment to Employment Agreement of Jon Lutz - Teenpany's Vice President of Engineering, Jon Lista, party to an employment agreement with the @aomy, incorporated by reference from the Compatyisent
Report on Form 8-K dated August 18, 2010 as ExHibi8. The Board of Directors approved an ingeeia Mr. Lutz's annual base salary to $199,00€céffe May 15, 2011. Mr. Lutz, will continue to e#ee an auto allowance
of $9,600 per year.

PART Ill

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNA NCE

Additional information required by Item 10 is inporated by reference from and contained under #aglings "Election of Directors”, "Management" "$Sewctl6a) Beneficial Ownership Reporting Compliance" d@dde o
Ethics" in our Definitive Proxy Statement for thaual Meeting of Shareholders' to be held Augu203,1.

ITEM 11. EXECUTIVE COMPENSATION

The information required by Item 11 is incorporatsdreference from and contained under the headifgscutive Compensation”, "Option Grants duringdal Year 2011and "Aggregate Option Exercises During Fiscal @
2011 and Option Values at the End of Fiscal Yedrl2@ our definitive Proxy Statement for the Annivieting of Shareholders' to be held August 3, 2011

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED STOCKHOLDER MATTERS

The information required by Item 1 incorporated by reference from and containedeurthe heading “Security Ownership of Certain Owrend Management" in our definitive Proxy Statetrfenthe Annual Meeting
Shareholders' to be held August 3, 2011.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS AND DIRECTOR INDEPENDENCE

The information required by Item 18 incorporated by reference from and containedeunthe headings “Compensation Committee InterlaciksInsider Participation” and “Certain Relatidpstand Related Transactions" in
definitive Proxy Statement for the Annual MeetirfgSareholders' to be held August 3, 2011.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES.

The information required by Item g incorporated by reference from and containedtuthe heading "Ratification of Selection of Indedent Auditors" in our definitive Proxy Statemémtthe annual meeting of shareholdel
be held August 3, 2011.

PART IV

ITEM15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES AND REPO RTS ON FORM 8-K

(a) 1. Financial Statements

UQM Technologies, Inc. (included in Part I1):



(b)

3.1

Reports of Independent Registered Public Accourffing.

Consolidated Balance Sheets, March 31, 2011 andhvat, 2010.

Consolidated Statements of Operations for the YEaded March 31, 2011, 2010, and 2009.

Consolidated Statements of Stockholders' Equity@mehprehensive Loss for the Years Ended

March 31, 2011, 2010, and 2009.

Consolidated Statements of Cash Flows for the Yeaded March 31, 2011, 2010 and 2009.

Notes to Consolidated Financial Statements.

Financial Statement Schedules:

Valuation and Qualifying Accounts. See note 17h® €onsolidated Financial Statements above.

Reports on Form 8-K

Report regarding the Amendment of the Bylaws ofGleenpany filed February 14, 2011.

Report regarding the Amendment of a RestrictedkSémreement between the Company and Mr.

Ridenour filed October 22, 2010.

Report regarding the Completion of a Market IsseaBales Agreement between the Company and

Stifel Nicolas Company Incorporated filed Septemb@r2010.

Report regarding modification number three of tresidtance Agreement with the DOE filed August 28,2

Report regarding modification number four of thesisgance Agreement with the DOE filed

September 9, 2010.

Report regarding the completion of an Employmenteggnent between the Company and Mr. Ridenour

filed August 24, 2010.

Report regarding an Amendment to the EmploymeneAgrents between the Company and Messrs.

Rankin, French, Burton and Lutz filed August 181@0

Report regarding voting results for the Companyisual Meeting of Shareholders held August 4, 2010

filed August 8, 2010.

Report regarding Modification Number Two of the &sance Agreement with the DOE filed on

June 28, 2011

Report regarding Modification Number One of the id&nce Agreement with the DOE filed on

May 17, 2011.

Exhibits:

Bylaws. Reference is made to Exhibit 3.1 of our AairReport on Form 10-K for the year ended March2BD5 (No. 0-9146), which is incorporated hergirréference.



3.2

3.3

4.1

10.1

10.2

10.3

10.4

10.5

10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

Restated Articles of Incorporation. Reference islent Exhibit 3.2 of our Annual Report on Form 1@eK the year ended October 31, 1993 (No. 0-9146)ch is incorporated herein by reference.
Amendment to the Bylaws. Reference is made to EixBilh of our current report on Form 8-K filed

February 14, 2011.

Specimen Stock Certificate. Reference is made tol#3.1 of our Registration Statement on Fornda@ed February 27, 1980 (No. 0-9146), which isipocated herein by reference.

UQM Technologies, Inc. Employee Stock Purchase.Pafierence is made to Exhibit 4.1 to the CompaRggistration Statement on Form S-8 (No. 333-1637i(&l on February 5, 2011, which is
incorporated herein by reference.

UQM Technologies, Inc. Stock Option Plan for Non4tiayee Directors. Reference is made to Exhibit 9@Bthe Company's Annual Report on Form 10-K (Bl®146) for the year ended October 31
, 1993, which is incorporated herein by reference.

UQM Technologies, Inc. Amended 2002 Equity IncemtRian. Reference is made to Exhibit 10.1 of ourr€@u Report on Form 8-K filed on August 12, 20@fich is incorporated herein by
reference.

Stock Bonus Plan. Reference is made to Exhibit @0dur Current Report on Form 8-K filed on Augd&t 2005, which is incorporated herein by reference

Form of Incentive Stock Option Agreement. Refereisamade to Exhibit 10.6 of our Annual Report omrRd.0-K filed on May 22, 2009, which is incorporadteerein by reference.

Form of Non-Qualified Stock Option Agreement. Refeze is made to Exhibit 10.7 of our Annual Reparform 10-K filed on May 22, 2009, which is incorpted herein by reference.

Form of Restricted Stock Agreement. Reference idemia Exhibit 10.8 of our Annual Report on FormK@ied on May 22, 2009, which is incorporated herey reference.

Employment Agreement with William G. Rankin dated@yv5, 2009. Reference is made to Exhibit 10.9 afAnnual Report on Form 10-K filed on May 22, 200hich is incorporated herein by
reference.

Employment Agreement with Donald A. French dated/Nda2009. Reference is made to Exhibit 10.10 af Annual Report on Form 10-K filed on May 22, 200hich is incorporated herein by
reference.

Employment Agreement with Ronald M. Burton dategt8mber 17, 2007. Reference is made to Exhibit116flour Annual Report on Form 10-K filed on May, 2B09, which is incorporated herein
by reference.

Employment Agreement with Jon Lutz dated Septeniier2007. Reference is made to Exhibit 10.12 of Admnual Report on Form 10-K filed on May 22, 200hich is incorporated herein by
reference.

Form of Indemnification Agreement. Reference is &l Exhibit 10.18 of our Annual Report on Form K @er the year ended March 31, 2005 (No. 1-1086&)ich is incorporated herein by
reference.

Sale — Purchase Agreement between the Company aldérHProperties Colorado Il, LLC. Reference is enam Exhibit 10.1 of our Current Report on Form §il&d on December 15, 2010 (No. 0-
9146), which is incorporated herein by reference.

First Amendment to Sale — Purchase Agreement betiee Company and Holden Properties Colorado IICLReference is made to Exhibit 10.2 of our Curi@aport on Form 8-K filed on
December 15, 2010 (No. 0-9146), which is incorpextdterein by reference.

Assistance Agreement between the Company and tGe ROE/NETL. Reference is made to Exhibit 10.1 of €urrent Report on Form 8-K filed on January 2011 (No. 0-9146), which is
incorporated herein by reference.

Modification Number One to the Assistance Agreentmttveen the Company and the U.S. DOE/NETL. Reterém made to Exhibit 10.1 of our Current Reportamm 8-K, filed on May 17, 2011
(No. 0-9146), which is incorporated herein by refere.

Modification Number Two to the Assistance Agreemiesitwveen the Company and the U.S. DOE/NETL. Reterémmade to Exhibit 10.1 of our current reporfFamm 8-K, filed on June 28, 2010.

Amendment to the Employment Agreement with Donaldfench dated August 13, 2010. Reference is nméshibit 10.1 to our current report on Form 8-ked on August 18, 2011.

Amendment to the Employment Agreement with RonaldMrton dated August 13, 2010. Reference is madxhibit 10.2 to our current report on Form 8-ked on August 18, 2011.

Amendment to the Employment Agreement with Jon ldated August 13, 2010. Reference is made to BxhibB to our current report on Form 8-K, filed Angust 18, 2011.



10.21 Employment Agreement with Eric R. Ridenour datedydst 3, 2010. Reference is made to Exhibit 10.dusfcurrent report on Form 8-K, filed August 24100

10.22 Modification Number Three to the Assistance Agrestitween the Company and the U.S. DOE/NETL. Refe is made to Exhibit 10.1 of our current reporEorm 8-K, filed August 26, 2010.
10.23 Modification Number Four to the Assistance Agreetistween the Company and the U.S. DOE/NETL. Refarés made to Exhibit 10.1 of our current reporform 8-K, filed September 9, 2010.
10.24 At Market Issuance Sales Agreement between the @oynand Stifel Nicolaus & Company Incorporated dedeptember 15, 2010. Reference is made to Extibit of our current report on Form 8-

K, filed September 16, 2010.

10.25 Amended Restricted Stock Agreement with Mr. Riderdated October 20, 2010. Reference is made tobiExt0.1 to our current report on Form 8-K, filedt@ber 22, 2010.
21.1 Subsidiaries of the Company.
231 Consent of Grant Thornton LLP.
31.1 Certification of the Chief Executive Officer pursudo Section 302 of the Sarbanes-Oxley Act of 2002
31.2 Certification of the Chief Financial Officer pursuao Section 302 of the Sarbanes-Oxley Act of 2002
32.1 Certification Pursuant to 18 U.S.C. Section 1350adopted pursuant to section 906 of the Sarbamks @ct 2002.
SIGNATURES

Pursuant to the requirements of Section 13 or 18fdhe Securities Exchange Act of 1934, UQM Tedbgies, Inc. has duly caused this Annual ReporForm 10K to be signed on its behalf by the undersigneerehnto dul
authorized, in Longmont, Colorado on th&day of June, 2011.

UQM TECHNOLOGIES, INC.,

a Colorado Corporation

By:  /ssERICR.RIDENOUR
Eric R. Ridenour
President and

Chief Executive Officer

Pursuant to the requirements of the Securities &xgh Act of 1934, this Annual Report on FormKL®as been signed below by the following personbeimalf of UQM Technologies, Inc., in the capasitiedicated and on t
date indicated.

Signature Title Date
/sIW ILLIAM_ G . R ANKIN Chairman of the Board of Directors  May 31, 2011

William G. Rankin

/slERICR.RIDENOUR President and Chief Executive Officer ~ June 1, 2011
Eric R. Ridenour

/s/D ONALD A . F RENCH Treasurer and Secretary (Principal ~ June 1, 2011
Donald A. French Financial and Accounting Officer)
/s STEPHENJ. R OY Director May 31, 2011

Stephen J. Roy

/sIJEROMEH . G RANRUD Director May 31, 2011
Jerome H. Granrud




/s/D ONALD W .V ANLANDINGHAM Director May 31, 2011
Donald W. Vanlandingham

/s/JOSEPHP . SELLINGER Director May 31, 2011
Joseph P. Sellinger




Exhibit 21.1

SUBSIDIARIES OF THE REGISTRANT

NAME STATE OF INCORPORATION

UQM Power Products, Inc. Colorado
UQM Properties, Inc. Colorado



Exhibit 23.1

Consent of Independent Registered
Public Accounting Firm

We have issued our reports dated June 1, 2011 yesffect to the consolidated financial statememdsiraernal control over financial reporting inckdlin the Annual Report of UQM
Technologies, Inc. and subsidiaries on Form 10+KHe year ended March 31, 2011. We hereby cortieghée incorporation by reference of said repartthe Registration Statements of
UQM Technologies, Inc. and subsidiaries on Forn@s(Eide No. 033-34612, File No. 033-81430, File 083-92288, File No. 333-101371, File No. 333-120Z5le No. 333-164705, File
No. 333-168999 and File No. 333-169000) and Form SH8 (fo. 333-160913).

/s GRANT THORNTON LLP

Denver, Colorado

June 1, 2011



1, Eric R. Ridenour, certify that:

| have reviewed this annual report on Form 10-KJ@M Technologies, Inc.;

Based on my knowledge, this Report does not cordain untrue statement of material fact or omit tates a material fact
necessary to make the statements made, in lighteofircumstances under which such statements made, not misleading with
respect to the period covered by this Report;

Based on my knowledge, the financial statementd, ather financial information included in this Repdairly present in all
material respects the financial condition, resaftsperations and cash flows of the registrantfasmd for, the periods presented
in this Report;

The registrant's other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1B§d)) and internal control over financial repogti(as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the registrand we have:

a. Designed such disclosure controls and proceduresaused such disclosure controls and procedurbs ttesigned under
our supervision, to ensure that material informmatielating to the registrant, including its condatied subsidiaries, is
made known to us by others within those entitiestigularly during the period in which this Repirbeing prepared;

b. Designed such internal control over financial reipg; or caused such internal control over finahcéporting to be
designed under our supervision, to provide readenafsurance regarding the reliability of finanai@porting and the
preparation of financial statements for externappses in accordance with generally accepted adicmuprinciples;

c. Evaluated the effectiveness of the registrant'slalisire controls and procedures and presented ién Report our
conclusions about the effectiveness of the discsontrols and procedures, as of the end of thiegpeovered by this
Report based on such evaluation; and

d. Disclosed in this Report any change in the regisanternal control over financial reporting thedcurred during the
registrant's most recent fiscal quarter (the regyi's fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeaff, the registrant's internal control over finahceporting; and

The registrant's other certifying officer and | balisclosed, based on our most recent evaluatiamterihal control over financial
reporting, to the registrant's auditors and theitacmmmittee of the registrant's board of directfws persons performing the
equivalent functions):

a. All significant deficiencies and material weaknesge the design or operation of internal controéofinancial reporting
which are reasonably likely to adversely affect thgistrant's ability to record, process, summasrd report financial
information; and

b. Any fraud, whether or not material, that involvesmagement or other employees who have a signifiaetin the
registrant's internal controls over financial rejya.

Date: June 1, 2011 /sIERICR . RIDENOUR

Eric R. Ridenour
President and

Chief Executive Officer

Certification Exhibit 31.1



I, Donald A. French, certify that:

| have reviewed this annual report on Form 10-KJQfM Technologies, Inc.;

Based on my knowledge, this Report does not comtaynuntrue statement of material fact or omittedesa material fact necessary
to make the statements made, in light of the cistances under which such statements were madejisigtading with respect to
the period covered by this Report;

Based on my knowledge, the financial statementd, ather financial information included in this Repdairly present in all
material respects the financial condition, resaftsperations and cash flows of the registrantfaar for, the periods presented in
this Report;

The registrant's other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@))%nd internal control over financial reportireg defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd ave have:

a. Designed such disclosure controls and proceduresaused such disclosure controls and procedurke ttesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known
to us by others within those entities, particulahlying the period in which this Report is beingpared;

b. Designed such internal control over financial reipgy, or caused such internal control over finahm@orting to be designed
under our supervision, to provide reasonable asseraegarding the reliability of financial repogimnd the preparation of
financial statements for external purposes in atmoce with generally accepted accounting princijples

c. Evaluated the effectiveness of the registrant'slasire controls and procedures and presentedsrReiaport our conclusions
about the effectiveness of the disclosure contals procedures, as of the end of the period coveyetthis Report based on
such evaluation; and

d. Disclosed in this Report any change in the regi¢sainternal control over financial reporting thatcurred during the
registrant's most recent fiscal quarter (the reggts fourth fiscal quarter in the case of an ahmeport) that has materially
affected, or is reasonably likely to materiallyeaff, the registrant's internal control over finaheceporting; and

The registrant's other certifying officer and | kadisclosed, based on our most recent evaluationt&fal control over financial
reporting, to the registrant's auditors and theitacommittee of the registrant's board of direct¢ws persons performing the
equivalent functions):

a. All significant deficiencies and material weaknessethe design or operation of internal contraéofinancial reporting which
are reasonably likely to adversely affect the regit's ability to record, process, summarize apbrt financial information;
and

b. Any fraud, whether or not material, that involveamagement or other employees who have a significd@tn the registrant's
internal controls over financial reporting.

Date: June 1, 2011 /s/D ONALD A . F RENCH

Donald A. French
Treasurer, Secretary and

Chief Financial Officer

Certification Exhibit 31.2



Exhibit 32.1

CERTIFICATE PURSUANT TO 18 U.S.C. SECTION 1350 AS ADOPTED

PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of UQM Techogiks, Inc. (the "Company") on Form 10-K for thenaal period ended March 31, 204% filed with the Securities and Exchange Commissin the date hereof (i
"Report"), the undersigned Chief Executive Offiead Chief Financial Officer of the Company herebytify, pursuant to 18 U.S.C. Section 1350, as &gtbpursuant to Section 906 of the Sarbanes-Oxt#yA2002 that: JLthe
Report fully complies with the requirements of $&etl3(a) or 15(d) of the Securities Exchange Act384, and 2the information contained in the Report fairlyepents, in all material respects, the financiabéomn and resuli
of operations of the Company as of and for theguisricovered in the Report.

/sIERICR . R IDENOUR
Eric R. Ridenour

President and Chief Executive Officer

/s/D ONALD A . F RENCH

Donald A. French

Treasurer, Secretary and Chief Financial Officer

Dated: June 1, 2011



