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ABSTRACT

American Superconductor is a 1987-vintage energy technologies company that sells to three distinct customer
bases. power-grid resiliency and reactive-compensation hardware to utilities and industrials, wind-turbine
designs and control systems to turbine manufacturers, and ship-protection systems to navies. Its distinctive asset
is high-temperature superconductor (HTS) wire, a material that carries far more current than copper in the same
cross-section and now runs commercially inside Chicago's grid. The investable subtlety in fiscal 2025 is a gap
between headline and substance: GAAP net income of $133.8M is dominated by a one-time |legal -settlement
gain from the decade-old Sinovel intellectual-property theft, while operating income from the actual businesses
was roughly $11.4M. Revenue grew 34% to $299.2M and 12-month backlog rose nearly 40%, so the operating
story is genuinely improving. But anyone anchoring on a~45% net margin is reading an extraordinary item asa
run-rate, which it is not.
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1. Snapshot

American Superconductor is a Massachusetts energy technologies company whose business splits into grid
infrastructure (the larger share), wind-turbine engineering, and a defense line supplying naval ship-protection
systems. It was founded April 9, 1987 by MIT professor Gregory J. Y urek and went public in 1991. It isled by
Chairman, President, and CEO Daniel P. McGahn, and is headquartered in Ayer, Massachusetts, with a
multi-continent operating footprint spanning Asia, Australia, Europe, and North America, including the AMSC
Windtec subsidiary in Klagenfurt, Austria. For its fiscal year 2025 (ended March 31, 2026), revenue was
$299.2M, up 34% year-over-year, and GAAP net income was $133.8M. As a public company most operating
numbers are disclosed, but the durable, normalized run-rate profit level (stripping out the one-time settlement
gain) and segment-level profitability are not cleanly visible, leaving relative bottom-line contribution by Grid
versus Wind unknown.
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2. Thesis: Why This Company, Why Now

The bet is that grid modernization, electrification, and naval demand pull AMSC's once-niche superconductor
and power-electronics portfolio into a sustained order cycle, and that fiscal 2025's revenue and backlog growth
are the early signal. The timelinessis real on the operating line: <cite index="6-1">the 12-month backlog as of
the end of fiscal year 2025 was approximately $280 million, an increase of nearly 40% year-over-year</cite>,
and <cite index="2-1">for the full fiscal year, the grid business accounted for 84% of total revenue and the
wind business for 16%</cite>.

The Al-demand linkage is real but should be sized carefully. Data-center orders rose from roughly 5% to
roughly 10% of new orders quarter-over-quarter in Q4 FY 2025, which is directionally meaningful but thin as a
durable thesis anchor: it is a share of new orders, not of revenue or backlog, and a single quarter's data. The
more durable demand signal is the broader grid-modernization wave plus the naval channel.

The honest framing separates two stories sharing one income statement. The operating business is modestly
profitable and growing; the headline $133.8M net income is dominated by a non-recurring gain, not by the core
engine. The reachable market is the slice of utility, industrial, and defense procurement where AM SC's systems
are already specified, far narrower than the trillion-dollar grid-capex numbers a bull case might invoke.

3. TheCoreldeain Plain English

AMSC sells equipment that makes electrical grids more resilient, helps wind turbines get designed and
controlled, and makes warships harder to detect magnetically. The thread tying it together is superconductor
wire: material that, when cooled, carries far more electricity than ordinary copper through the same physical
space.

The analogy: think of a copper cable as a two-lane road and superconductor wire as a multi-lane highway in the
same footprint. When a fault hits the grid, the highway can absorb a surge of traffic that would otherwise jam
and cascade into a blackout. Old world: utilities reinforce against faults with bulky conventional gear and
brute-force redundancy. New world: a compact superconductor-based system limits fault currents and ties
substations together so failures do not propagate, fitting into space-constrained urban grids.

4. The Technical Space

Thisisgrid-resiliency and power-quality hardware, a category judged on whether it prevents cascading failures,
fits physical and regulatory constraints, and survives in the field for decades. The underlying problem is that
aging grids face rising fault currents and intermittent renewable inputs, while urban substations have amost no
room for new equipment. The standard approaches are conventional fault-current limiters and protection
schemes, reactive-power compensation (devices that stabilize voltage so power flows cleanly), and grid
topology changes that physically separate circuits to stop failures spreading.

What "good" looks like comes down to three things. First, reliability over a 20-to-40-year asset life, because
utilities will not adopt anything with unproven field durability. Second, footprint and integration, since the
value of a compact system is that it fits where copper-based reinforcement cannot. Third, total installed cost
against the conventional alternative, including the cooling and maintenance overhead that superconductor
systems carry. On the wind side, the yardstick is different: turbine-design IP and electrical control systems are
judged on whether they let a manufacturer bring a competitive turbine to market quickly. That control software
is precisely what made AMSC valuable and, in 2011, vulnerable.
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5. How Their Technology Works (and What's Proprietary)

AMSC reports commercialy in two segments, Grid (Gridtec) and Wind (Windtec), a structure that has
superseded the legacy three-segment framing (HTS wire, motors-generators, power electronics) still cited in
older references. Functionally the portfolio spans four areas.

> HTS grid systems. The genuinely differentiated asset is high-temperature superconductor wire and the
resiliency systems built on it. AMSC <cite index="8-1">successfully integrated a REG (Resilient Electric
Grid) system using HTS wire into ComEd's grid in Chicago, which has been in commercial service since
2021</cite>. A multi-year commercia deployment inside a major utility is the strongest available proof
that the material works outside alab, hard for a new entrant to replicate without comparable field history.

> Grid power electronics. Reactive-compensation and voltage-stabilization hardware sits at the substation
and grid edge. Thisis engineering-intensive and well executed, but conceptually replicable by established
power-electronics vendors; the moat here is product maturity and installed references rather than unique
physics.

> Wind-turbine design and control I1P. AMSC Windtec licenses turbine electrical designs and control
software to manufacturers. Thisis real intellectual property, but its replicability risk is documented in the
company's own history. <cite index="5-1">In early 2011, a Serbian employee of AMSC sold the
company's proprietary wind turbine control software to Sinovel, leading to significant financial losses for
AMSC.</cite> Control software is portable, copyable, and was stolen once already.

> Naval ship-protection systems. <cite index="7-1">AMSC supplies Ship Protection Systems to the U.S.
Navy to reduce a ship's magnetic signature and is preparing to begin deliveries to the Roya Canadian
Navy.</cite> Thisis aqualified-supplier defense line drawing on the power-electronics competency.

The honest read on proprietary versus replicable: the HTS material expertise and the REG field record are the
hardest part to copy, combining materials know-how with a scarce commercial track record. The
power-electronics and licensing layers are defensible through execution and references, not irreproducible
technology. A well-funded competitor or large industrial conglomerate could attack the latter; matching the
HTS deployment history would take years.

6. Business and Go-to-M ar ket

The business is sales-led and project-based, selling capital equipment and engineering into utilities, industrials,
naval programs, and wind-turbine manufacturers, with follow-on spares and services. <cite index="2-1">For
fiscal 2025, grid accounted for 84% of total revenue and wind for 16%</cite>, confirming a decisive shift
toward grid infrastructure. Defense is a meaningful, sticky channel: the kind of qualified-supplier relationship
that is slow to win and slow to lose.

On traction, the operating picture is improving but modest. Revenue reached $299.2M for the year with Q4 at
$86.4M, up 30% year-over-year, and backlog grew nearly 40% to roughly $280M. AMSC adso <cite
index="9-1">recently acquired Comtrafo, a Brazilian transformer manufacturer, to expand its product portfolio
and reach in Latin America</cite>, adding a hardware line and Latin American distribution, though the deal's
closure status and earnout terms are not confirmed. The critical unit-economics caveat: full-year operating
income was only about $11.4M, a roughly 3.8% operating margin. Transformer manufacturing is a
lower-margin, higher-volume profile that could dilute the blend, while Wind licensing is plausibly the
higher-margin anchor, but no segment-level margin data is disclosed, a genuine diligence gap. So while the top
lineis growing healthily, the core business is thin on operating profitability, and the headline net income should
not be mistaken for normalized earnings power.
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7. Competitive Landscape and M oats

AMSC competes against far larger electrical and power-equipment players. On reactive compensation and grid
hardware, the adjacent giants are the diversified electrification incumbents (illustratively, Hitachi Energy,
Siemens Energy, and GE Vernova) with broader portfolios and deeper balance sheets. On wind, AMSC sells
design and control IP to turbine OEMSs rather than competing with them directly. The single most direct
competitive frame, however, isits own customers and the licensees who could in-source what AM SC provides,
dramatized historically by Sinovel.

Where it wins. Against the large incumbents, AMSC wins on its HTS-based resiliency niche and the ComEd
REG reference, plus qualified naval ship-protection positions that competitors cannot quickly replicate. These
are specified-in, multi-year relationships.

Where it loses. On the broader power-electronics and transformer lines, it lacks the scale, cost position, and
global service footprint of the diversified incumbents, so it competes as a speciaist, not a platform.
The moats, capped at the durable ones:

> Accumulated field and deployment record. The years of operating data behind the ComEd REG system
and naval programs is a market-structure advantage: utilities and navies buy proven references, and that
history compounds in a market where proof points are scarce.

> Qualified-supplier and switching costs. Defense and utility qualification cycles are long; once specified,
AMSC is hard to displace mid-program.

> Wind-control licensing relationships. Real but the most fragile, because the IP is portable and the
Sinovel episode proved it can walk out the door.

Platform risk is genuine: if a large incumbent targets the HTS-adjacent urban-resiliency niche, it can bring
service networks and financing AM SC cannot match.

8. Risksand Open Questions

The picture changes most on whether the operating business can scale its thin margin while the one-time gains
roll off. The questions | would put to management:

* How much of fiscal 2025 net income is recurring, and what is the normalized operating-margin trajectory
over the next 8-12 quarters once the Sinovel settlement gain is excluded?
e Areall trailing Sinovel-related legal liabilities now extinguished, or does residual exposure remain?

* On the ~$280M backlog: what is the schedule confidence and cancellation history, and what percentageis
tied to customer-site readiness or regulatory approvals before it converts to revenue?

» What is the segment-level operating profitability of Grid versus Wind, given only the 84/16 revenue split
is disclosed?

* |sthe recent data-center order interest durable, or a single quarter that moved from roughly 5% to 10% of
new orders without a backlog to confirm it?

* On Comtrafo, isthe deal closed or pending, and what EBITDA targets trigger the earnout?

The structural risks cluster in three buckets: technical and IP-defensibility risk, given that the most copyable
asset (wind control software) was already stolen once; commercial concentration risk in project-based, lumpy
grid and naval procurement, including exposure to Al-capex cyclicality if the data-center order trickle reverses;
and platform/scale risk against far larger electrification incumbents who could compete down the non-HTS
lines on cost.
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9. Bottom Line

The core read: a genuine, slowly improving grid-and-defense operating business wearing a one-time windfall
that flatters its headline. The single biggest reason it works is the combination of a growing backlog and
hard-to-replicate qualified positions in HTS grid resiliency and naval ship protection; the biggest reason for
caution is that operating income is only about $11.4M, so the business is barely profitable beneath the
settlement gain. The one thing to watch: whether the ~$280M backlog converts at margins that demonstrate
operating leverage rather than merely revenue scale at thin margins. If it does, the thesisisintact; if it converts
at current thin margins, any premium val uation requires a growth story the financials have not yet confirmed.

10. For the Nerds

The whole investment case rests on whether HTS economics ever clear the cost of cold. "High-temperature"
superconductor is arelative term: the wire still requires cryogenic cooling, just at temperatures reachable with
liquid nitrogen rather than the far colder regime of older superconductors. That cooling subsystem is the silent
line item that determines whether a REG installation beats conventional fault-current management on total
installed and lifetime cost, not just on footprint. The deeper open question is scaling: turning a bespoke,
single-project REG showcase into a repeatable product with standardized joints, terminations, and
field-serviceable cryogenic packages whose install and operating envelopes utilities will underwrite without
custom analysis. AMSC's moat widens only if that productization happens faster than copper-based alternatives
improve their own packaging.

A second technical bet sits in the wind segment. Control-system IP is valuable precisely because turbine
dynamics, grid-fault ride-through, and power-conversion tuning are hard to get right, but software IP is
inherently portable. The durable edge is therefore less the agorithms than the qualification, references, and
integration depth that make a manufacturer reluctant to switch.
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WHERE SOURCES DISAGREE

Quiality/durability of FY 2025 profitability

Briefs originally framed $133.8M net income and "7 consecutive GAAP-profitable quarters’ as an operational
turnaround. Counter-evidence shows operating income of only ~$11.4M (~3.8% margin) and small prior-quarter
profits (~$2.46M in Dec 2024), indicating the headline is dominated by a one-time gain

Unresolved: the corpus confirms the gap exists but does not provide a fully reconciled, recurring-earnings baseline. (Note:
panel convergence hereis epistemic — backed by new counter-evidence — so it is corrected above, not merely contested;
what remains genuinely open is the normalized run-rate profit level.)

Sinovel settlement's precise amount, timing, and finality

Anayst-B citesafinal $57.5M payment producing a ~$135.5M total gain recognized in FY 2025; other anaysts |eft
resolution as an open question

Unresolved: the settlement specifics and whether all trailing legal liabilities are extinguished are not confirmable from
primary filings in the corpus

Segment structure: two segments (Grid/Wind) vs. legacy three (HTSwire/ HTS motors-generators/
power electronics)

Current earnings materials and 10-Q data report two segments; Wikipedia and general references still describe three
Unresolved: authoritative secondary sources have not converged — the three-segment view is outdated-but-still-cited
rather than simply wrong. Writers should lead with the current two-segment view and note the legacy framing

Data-center as a durable end-market

Bullish read: new orders rose from ~5% to ~10% of new orders Q-over-Q in Q4 FY 2025. Skeptical read: asingle
quarter at ~10% of orders (not revenue) is thin evidence of durable expansion

Unresolved: the corpus contains no quantified long-term projection or data-center-specific backlog

Comtrafo deal statusand earnout terms

Described as "recently acquired" with an EBITDA-tied earnout

Unresolved: the corpus does not confirm whether the deal is closed vs. announced/pending, nor the specific EBITDA
targets triggering the earnout

Segment-level profitability
Revenueis split ~84/16 Grid/Wind, but no operating-income breakdown by segment exists
Unresolved: the corpus provides no segment-level margin data, so relative bottom-line contribution cannot be assessed
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