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PROSPECTUS

10,000,000 Shares
Common Stock

 

This prospectus relates solely to the resale of up to an aggregate of 10,000,000 shares of Active Power, Inc. common stock, comprised of shares that we
sold to certain of the selling stockholders listed on page 6 of this prospectus in a private placement that closed on August 14, 2007.

The selling stockholders may sell the shares of common stock at various times and in various types of transactions, including sales in the open market,
sales in negotiated transactions and sales by a combination of these methods. Shares may be sold at the market price of the common stock at the time of a sale, at
prices relating to the market price over a period of time, or at prices negotiated with the buyers of shares. The selling stockholders will pay all brokerage fees and
commissions and similar sale-related expenses. We are paying expenses relating to the registration of the shares with the Securities and Exchange Commission.
For additional information on the methods of sale by the selling stockholders, you should refer to the section in this prospectus entitled “Plan of Distribution.”

Our common stock is quoted on The Nasdaq Global Market under the symbol “ACPW.” The last closing price of our common stock on October 26, 2007
was $1.75 per share.
 

You should carefully review and consider the information under the headings “Special Note Regarding Forward-Looking Statements” on page 1
and “ Risk Factors” beginning on page 4 of this prospectus.
 

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of these securities or
determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.
 

The date of this prospectus is October 30, 2007
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ABOUT THIS PROSPECTUS

This prospectus incorporates by reference important information. You may obtain the information incorporated by reference without charge by following
the instructions under “Where You Can Find More Information” and “Incorporation of Certain Information by Reference” appearing below before deciding to
invest in shares of our common stock.

You should rely only on the information contained or incorporated by reference in this prospectus. We have not authorized anyone to provide you with
different information. If anyone provides you with different or inconsistent information, you should not rely on it. The information contained in this prospectus is
accurate only as of the date of this prospectus, regardless of the time of delivery of this prospectus or the time of any sale of our common stock under this
prospectus. Our business, financial condition, results of operations and prospects may have changed since such date.

In this prospectus, “Active Power,” “we,” “us” and “our” refer to Active Power, Inc.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus and the documents incorporated by reference into this prospectus contain forward-looking statements within the meaning of Section 27A
of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. All statements other than historical or current
facts, including, without limitation, statements about our business strategy, plans and objectives of management and our future prospects, are forward-looking
statements. Although we believe that the expectations reflected in such forward-looking statements are reasonable, such forward-looking statements are subject to
risks and uncertainties that could cause actual results to differ materially from these expectations. Such risks and uncertainties include, without limitation, the
following:
 

 •  market acceptance of our current and future products;
 

 •  growth in markets for our products;
 

 •  international business risks;
 

 •  expansion of our product offerings and sales channels;
 

 •  customer demand for our products;
 

 •  customer benefits attributable to our products;
 

 •  seasonality;
 

 •  technologies and operations;
 

 •  the effect of competition;
 

 •  future economic, business and regulatory conditions; and
 

 
•  further costs, regulatory inquiries, litigation or disputes resulting from or in connection with our recently completed internal investigation of

our historical stock option granting practices and procedures.

You can identify these statements by forward-looking words such as “may,” “will,” “expect,” “intend,” “anticipate,” “believe,” “estimate,” “continue” and
other similar words. You should read statements that contain these words carefully because they discuss our future expectations, make projections of our future
results of operations or financial condition, or state other “forward-looking” information. We believe that it is important to communicate our future expectations
to our investors. However, there may be events in the future that we are not able to accurately predict or control. The factors listed in the section captioned “Risk
Factors” in this prospectus or the documents incorporated by reference herein, as well as any cautionary language in this prospectus or the documents
incorporated by reference herein, provide examples of risks, uncertainties and events that may cause our actual results to differ materially from the expectations
we described in our forward-looking statements.
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PROSPECTUS SUMMARY

The following is only a summary of some of the information contained or incorporated by reference in this prospectus which we believe to be important. We
selected highlights of material aspects of our business to be included in this summary. We urge you to read this entire prospectus, including the information
incorporated by reference in this prospectus. Investing in our common stock involves risks. Therefore, you should carefully consider the information below
provided under the heading “Risk Factors.”

About Active Power, Inc.

Active Power designs, manufactures and markets power quality products that provide consistent, reliable and cost-effective ride through, or temporary,
power for the majority of power disturbances, such as voltage sags and surges, and bridge the gap between a power outage and restoration of power or the time
required to switch to generator power. Our products are designed to be environmentally friendly compared to existing solutions without compromising
functionality, efficiency or cost. We have shipped over 1,450 flywheels, or more than 350 megawatts of our products, representing $105.4 million in revenue, to
business locations in over 35 countries around the world since our founding in 1992. We are headquartered in Austin, Texas.

Our patented flywheel energy storage systems store kinetic energy by constantly spinning a compact steel wheel (“flywheel”) driven from utility power in a
low-friction environment. When the utility power used to spin the flywheel fluctuates or is interrupted, the flywheel’s inertia causes it to continue spinning. The
resulting kinetic energy of the spinning flywheel generates electricity known as “bridging power” for short periods until utility power is fully restored or a backup
electric generator starts and takes over generating longer-term backup power in the case of an extended electrical outage. We believe that our flywheel products
provide many competitive advantages over traditional battery-based systems, including substantial space savings, high power densities, “green” energy storage
and power efficiencies as high as 98% that reduce total operational energy costs. We offer our flywheel products with load capabilities from 65 kVA to 3600 kVA,
while typically targeting higher power density applications above 200 kVA since the majority of these customers already have back-up generators. We market our
flywheel products under the brand name CleanSource®. CleanSource DC is a non-chemical replacement for lead-acid batteries used for bridging power. Utilizing
our flywheel energy storage technology, the CleanSource DC is a stand-alone direct current (DC) product that is compatible with all major brands of
uninterruptible power supplies (UPS). We built on the technological success of CleanSource DC by creating a battery-free UPS, CleanSource UPS, which
integrates the UPS electronics and our flywheel energy storage system into one compact cabinet. CleanSource UPS represents the majority of our current
revenues. Combining our CleanSource UPS with a generator provides customers with complete short and long-term protection in the event of a power
disturbance. We sell our CleanSource flywheel products to commercial and industrial customers across a variety of vertical markets including manufacturing,
technology, communications, utilities, healthcare, banking and military and in all major geographic regions of the world, but particularly in North America and
Europe.

To address the longer runtime requirements of customers without backup generators that still need protection from utility disturbances, we also have
developed a patented extended runtime product that we call CoolAir™ DC. We initially have targeted CoolAir DC at lower power levels than our flywheel
products, and it is sold as a minute-for-minute replacement for lead-acid batteries. CoolAir DC can provide backup power for several minutes to hours depending
on the customer application. CoolAir DC utilizes mature thermal and compressed air storage (TACAS) technologies combined in a proprietary manner to produce
backup power during an electrical disturbance. This product discharges cool air as a by-product of its operation that also can be used by customers during an
electrical disturbance as a source of backup cooling. In addition to offering a DC-only solution, when customers desire a complete backup solution with an
extended runtime, we have introduced the CoolAir UPS that couples our CoolAir DC product with a third party double-conversion UPS. CoolAir initially is being
targeted at small to medium-size data center customers in North America following its commercial introduction in the US in the second quarter of 2006 and the
international version in the fourth quarter of 2006.

Our principal executive office is located at 2138 W. Braker Lane, BK12, Austin, Texas 78758, and our telephone number is (512) 836-6464. Our website
address is www.activepower.com. Information contained on our website is not a part of this prospectus.
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The Offering
 
Common stock to be sold by selling
stockholders:   10,000,000 shares

Common stock offered by
Active Power, Inc.:   None

Use of proceeds   We will not receive any proceeds from the sale of common stock by the selling stockholders.

Registration rights:

  

Under the registration rights agreement that we entered into with certain of the selling stockholders, we are obligated to
use our best efforts to cause the registration statement, of which this prospectus is a part, to become effective and to keep
the registration statement current and effective until all registrable securities covered by this registration statement (i)
have been sold, or (ii) may be sold without the volume limitations of Rule 144(k) under the Securities Act of 1933, as
determined by our counsel pursuant to a written opinion letter to such effect, subject to certain exceptions. However, we
may elect to keep the registration statement effective for a longer period of time.

Nasdaq Global Market symbol:   ACPW
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RISK FACTORS

Investing in our common stock involves a high degree of risk. You should carefully consider the “Risk Factors” included under Part I, Item 1A, of our
Annual Report on Form 10-K for the year ended December 31, 2006, filed with the SEC on May 11, 2007, and Part II, Item 1A, of our Quarterly Reports on
Form 10-Q for the quarter ended June 30, 2007, filed with the SEC on July 27, 2007, and for the quarter ended September 30, 2007, filed with the SEC on
October 29, 2007, in addition to any subsequent report that we file pursuant to the Exchange Act which will also be filed as a supplement to this prospectus or
will be contained in a post-effective amendment to the registration statement of which this prospectus forms a part. In addition to the risk factor set forth below,
you should read the risk factors we include in the reports we file with the Securities and Exchange Commission, including those that are incorporated by reference
in this prospectus. The risk factors set forth in such reports are dated as of the date of the particular report to which they relate. Please see “Where You Can Find
More Information” beginning on page 10 of this prospectus for more information on these reports. The risks and uncertainties that we describe in these
documents are not the only risks and uncertainties that we face. Additional risks and uncertainties not currently known to us or that we currently deem not to be
material also may impair our business operations. If any of the risks actually occur, our business, results of operations, stock price and/or financial condition could
suffer. In that event, the trading price of our common stock could decline, and you may lose all or part of your investment in our common stock.

Sales of Our Shares by Certain Stockholders Could Have a Material Effect on Our Stock Price.

If a significant portion of shares eligible for sale or resale by our stockholders were sold by the selling shareholders in the public marketplace, such sales
could exceed any demand for our shares and have a severe and adverse material affect on the trading price of our common stock. As of August 31, 2007, we had
(i) 60,121,311 shares of common stock outstanding, and (ii) approximately 5,596,956 million shares of common stock issuable upon exercise of outstanding
options or subject to unvested restricted stock. In addition to shares held by certain of our affiliates and other large holders, we are registering 10,000,000 shares
of common stock for resale by the selling shareholders pursuant to this prospectus, which represents approximately an additional 16.6% of our currently
outstanding shares, all of which will be eligible for resale from time to time at the discretion of the selling stockholders.
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THE PLACEMENT

On August 14, 2007, we sold 10,000,000 shares of our common stock to the selling stockholders in a private placement transaction. We received
approximately $13.1 million in net proceeds from the sale after deducting $840,000 in commissions paid to the placement agent for these shares. We issued these
shares in reliance on the exemption from registration provided by Regulation D under the Securities Act of 1933. We issued the shares without general solicitation
or advertising. The purchasers were a limited number of accredited investors with access to all relevant information necessary to evaluate the investment, and
who represented to us that the shares were being acquired for investment for their own account.

Under the terms of the securities purchase agreement under which these shares were issued and a related registration rights agreement, we agreed to file a
registration statement covering the resale of the shares by September 13, 2007 and to use our best efforts to cause such registration statement to be declared
effective by October 29, 2007 (or in the event of a “full review” by the Securities and Exchange Commission, by December 12, 2007). In addition, we agreed to
use our best efforts to take actions necessary to keep the registration statement current and effective until all registrable securities covered by this registration
statement (i) have been sold, or (ii) may be sold without the volume limitations of Rule 144(k) under the Securities Act of 1933, as determined by our counsel
pursuant to a written opinion letter to such effect.

USE OF PROCEEDS

The net proceeds from the disposition of the shares of common stock covered by this prospectus will be received by the selling stockholders or their
transferees. We will not receive any proceeds from the disposition of the shares by any of them.
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SELLING STOCKHOLDERS

Set forth below is the following information regarding the beneficial ownership of our common stock by the selling stockholders as of August 31, 2007:
(1) the name of each selling stockholder; (2) the number of shares of our common stock owned by each selling stockholder prior to this offering; (3) the number
of shares of our common stock being offered pursuant to this prospectus; (4) the number of shares of our common stock owned upon completion of this offering;
and (5) the percentage of our outstanding common stock owned upon completion of this offering.

On August 14, 2007, we issued to the selling stockholders an aggregate of 10,000,000 shares of our common stock at a price of $1.40 per share for
aggregate initial gross proceeds of $14.0 million.

The common stock offered by this prospectus may be offered from time to time by the selling stockholders named below, or by any of their pledges,
donees, transferees or other successors in interest. The amounts and information set forth below are based upon information provided to us by the selling
stockholders or their representatives, or on our records, as of August 31, 2007. It is possible, however, that the selling stockholders may acquire or dispose of
additional shares of common stock from time to time after the date of this prospectus. To our knowledge, none of the selling stockholders has had within the past
three years any material relationship with us.
 

Name of Selling Stockholder(1)   

Shares of
Common Stock

Beneficially
Owned Prior to

Offering(2)   

Shares of
Common Stock
Offered Hereby  

Shares of
Common Stock

Owned After
the Offering   

Percentage
Owned After
Offering(3)  

Impax Environmental Markets (Ireland) Fund(4)   741,037  400,000  1,141,037  1.9%
Impax Environmental Markets PLC(5)   1,470,732  350,000  1,820,732  3.0%
Parworld Environmental Opportunities Fund(6)   266,300  450,000  716,300  1.2%
Rho Management Trust IV(7)   —    600,000  600,000  * 
SF Capital Partners Ltd(8)   —    1,100,000  1,100,000  1.8%
Southport Energy Alternatives Fund, L.P.(9)   289,779  597,900  887,679  1.4%
Southport Energy Alternatives SPV Fund, LP(9)   339,000  699,800  1,038,800  1.7%
Southport Energy Alternatives SPV Offshore Fund, Inc.(9)   219,041  452,300  671,341  1.1%
Steelhead Investments Ltd.(10)   —    4,800,000  4,800,000  7.9%
UBS O’Connor LLC FBO O’Connor PIPES Corporate Strategies Master

Limited(11)   —    550,000  550,000  * 

* Represents less than 1%
 

(1) Throughout this prospectus, when we refer to “selling stockholders,” we mean the persons listed in the table above, as well as the pledgees, donees,
assignees, transferees, successors and others who later hold any of the selling stockholders’ interests.

Selling stockholders who are registered broker-dealers are deemed to be “underwriters” within the meaning of the Securities Act of 1933. Selling
stockholders who are affiliates of registered broker-dealers also may be deemed to be “underwriters” within the meaning of the Securities Act of 1933 if
such selling stockholder (a) did not acquire its shares being offered in the ordinary course of business or (b) had any agreement or understanding, directly
or indirectly, with any person to distribute the securities. To our knowledge, no selling stockholder who is a registered broker-dealer or an affiliate of a
registered broker-dealer received any securities as underwriting compensation, each selling stockholder purchased the shares of common stock acquired in
the private placement in the ordinary course of such stockholder’s business, and at the time of the purchase of such shares did not have any agreements or
understandings, directly or indirectly, with any person to distribute such shares.
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(2) Pursuant to Rule 13d-3 of the Exchange Act, a person is deemed to be the beneficial owner of a security if that person has the right to acquire beneficial
ownership of such security within 60 days, including the right to acquire through the exercise of an option or warrant or through the conversion of a
security.

 

(3) Assumes the sale of all shares covered by this prospectus. No estimate can be given as to the number of shares that will be held by the selling stockholders
after completion of this offering because the selling stockholders may sell some, all or none of the shares, in their respective discretion. Percentages are
based upon 60,121,311 shares of common stock that were outstanding as of August 31, 2007.

 

(4) We have been advised that the registered holder of the securities owned by Impax Environmental Markets (Ireland) Fund is RBC Investor Services Bank.
 

(5) We have been advised that the registered holder of the securities owned by Impax Environmental Markets PLC is Nortrust Nominees Limited Account:
IEM01.

 

(6) We have been advised that the registered holder of the securities owned by Parworld Environmental Opportunities Fund is Parworld Environmental
Opportunities.

 

(7) We have been advised that Joshua Ruch has investment and voting control over the securities owned by Rho Management Trust IV.
 

(8) We have been advised that Michael Roth and Brian J. Stark have voting and investment control over the securities owned by SF Capital Partners Ltd.,
however, Messrs. Roth and Stark disclaim beneficial ownership of such securities.

 

(9) Sound Energy Partners, Inc. is the investment manager of this selling stockholder and, in such capacity, may be deemed to have voting and dispositive
power over the securities held for the account of this selling stockholder.

 

(10) We have been advised that HBK Investments L.P. (“HBK”), a Delaware limited partnership, has shared voting and dispositive power over the registrable
securities pursuant to an Investment Management Agreement between HBK and Steelhead Investments Ltd. HBK has delegated discretion to vote and
dispose of the registrable securities to HBK Services LLC. The following individuals may be deemed to have control over HBK: Jamiel A. Ahktar, Richard
L. Booth, David C. Haley, Laurence H. Lebowitz, and William E. Rose.

 

(11) We have been advised that the selling stockholder (O’Connor PIPES Corporate Strategies Master Limited) of this security is a fund which cedes investment
control to UBS O’Connor LLC (the Investment Manager). The Investment Manager makes all of the investment / voting decisions. UBS O’Connor LLC is
a wholly owned subsidiary of UBS AG which is listed on the NYSE.
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PLAN OF DISTRIBUTION

Each Selling Stockholder of the common stock and any of their pledgees, donees, assignees, transferees, successors-in-interest and others who later hold
any of the selling stockholders’ interests may, from time to time, sell any or all of their shares of common stock on the Nasdaq Global Market or any other stock
exchange, market or trading facility on which the shares are traded or in private transactions. These sales may be at fixed or negotiated prices. A selling
stockholder may use any one or more of the following methods when selling shares:
 

 •  ordinary brokerage transactions and transactions in which the broker-dealer solicits purchasers;
 

 
•  block trades in which the broker-dealer will attempt to sell the shares as agent but may position and resell a portion of the block as principal

to facilitate the transaction;
 

 •  purchases by a broker-dealer as principal and resale by the broker-dealer for its account;
 

 •  an exchange distribution in accordance with the rules of the applicable exchange;
 

 •  privately negotiated transactions;
 

 •  settlement of short sales entered into after the effective date of the registration statement of which this prospectus is a part;
 

 •  broker-dealers may agree with the selling stockholders to sell a specified number of such shares at a stipulated price per share;
 

 •  through the writing or settlement of options or other hedging transactions, whether through an options exchange or otherwise;
 

 •  a combination of any such methods of sale; or
 

 •  any other method permitted pursuant to applicable law.

The selling stockholders also may sell shares under Rule 144 under the Securities Act, if available, rather than under this prospectus.

Broker-dealers engaged by the selling stockholders may arrange for other brokers-dealers to participate in sales. Broker-dealers may receive commissions
or discounts from the selling stockholders (or, if any broker-dealer acts as agent for the purchaser of shares, from the purchaser) in amounts to be negotiated, but,
except as set forth in a supplement to this Prospectus, in the case of an agency transaction not in excess of a customary brokerage commission in compliance with
NASDR Rule 2440, and in the case of a principal transaction a markup or markdown, in compliance with NASDR IM-2440.

In connection with the sale of the common stock or interests therein, the selling stockholders may enter into hedging transactions with broker-dealers or
other financial institutions, which may in turn engage in short sales of the common stock in the course of hedging the positions they assume. The selling
stockholders also may sell shares of the common stock short and deliver these securities to close out their short positions, or loan or pledge the common stock to
broker-dealers that in turn may sell these securities. The selling stockholders also may enter into option or other transactions with broker-dealers or other financial
institutions or the creation of one or more derivative securities which require the delivery to such broker-dealer or other financial institution of shares offered by
this prospectus, which shares such broker-dealer or other financial institution may resell pursuant to this prospectus (as supplemented or amended to reflect such
transaction).

The selling stockholders and any broker-dealers or agents that are involved in selling the shares may be deemed to be “underwriters” within the meaning of
the Securities Act in connection with such sales. In such event, any commissions received by such broker-dealers or agents and any profit on the resale of the
shares purchased by
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them may be deemed to be underwriting commissions or discounts under the Securities Act. Each selling stockholder has informed us that it does not have any
written or oral agreement or understanding, directly or indirectly, with any person to distribute the Common Stock. In no event shall any broker-dealer receive
fees, commissions and markups which, in the aggregate, would exceed eight percent (8%).

We are required to pay certain fees and expenses incurred by us with respect to the registration of the shares. We have agreed to indemnify the selling
stockholders against certain losses, claims, damages and liabilities, including liabilities under the Securities Act.

Because selling stockholders may be deemed to be “underwriters” within the meaning of the Securities Act, they will be subject to the prospectus delivery
requirements of the Securities Act including Rule 172 thereunder. In addition, any securities covered by this prospectus which qualify for sale pursuant to Rule
144 under the Securities Act may be sold under Rule 144 rather than under this prospectus. Each selling stockholder has advised us that they have not entered into
any written or oral agreements, understandings or arrangements with any underwriter or broker dealer regarding the sale of the resale shares. There is no
underwriter or coordinating broker acting in connection with the proposed sale of the resale shares by the selling stockholders.

We agreed to keep this prospectus effective until the earlier of (i) the date on which the shares may be resold by the selling stockholders without
registration and without regard to any volume limitations by reason of Rule 144(k) under the Securities Act or any other rule of similar effect or (ii) all of the
shares have been sold pursuant to this prospectus or Rule 144 under the Securities Act or any other rule of similar effect. The resale shares will be sold only
through registered or licensed brokers or dealers if required under applicable state securities laws. In addition, in certain states, the resale shares may not be sold
unless they have been registered or qualified for sale in the applicable state or an exemption from the registration or qualification requirement is available and is
complied with.

Under applicable rules and regulations under the Exchange Act, any person engaged in the distribution of the resale shares may not simultaneously engage
in market making activities with respect to the common stock for the applicable restricted period, as defined in Regulation M, prior to the commencement of the
distribution. In addition, the selling stockholders will be subject to applicable provisions of the Exchange Act and the rules and regulations thereunder, including
Regulation M, which may limit the timing of purchases and sales of shares of the common stock by the selling stockholders or any other person. We will make
copies of this prospectus available to the selling stockholders and have informed them of the need to deliver a copy of this prospectus to each purchaser at or prior
to the time of the sale (including by compliance with Rule 172 under the Securities Act).
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LEGAL MATTERS

The validity of the issuance of the shares of common stock offered by this prospectus has been passed upon by Andrews Kurth LLP, Austin, Texas.

EXPERTS

The consolidated financial statements of Active Power, Inc. appearing in Active Power, Inc.’s Annual Report (Form 10-K) for the year ended December 31,
2006, and Active Power, Inc.’s management’s assessment of the effectiveness of internal control over financial reporting as of December 31, 2006 included
therein, have been audited by Ernst & Young LLP, independent registered public accounting firm, as set forth in its reports thereon which conclude, among other
things, that Active Power, Inc. did not maintain effective internal control over financial reporting as of December 31, 2006, based on Internal Control—Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission, because of the effects of the material weakness described
therein, included therein, and incorporated herein by reference. Such financial statements and management’s assessment have been incorporated herein by
reference in reliance upon such reports given on the authority of such firm as experts in accounting and auditing.

DISCLOSURE OF SEC POSITION ON INDEMNIFICATION FOR SECURITIES ACT LIABILITIES

We are organized under the laws of the State of Delaware. Our Restated Certificate of Incorporation and Second Amended and Restated Bylaws eliminate
the personal liability of our directors to the fullest extent permitted by the Delaware General Corporation Law. In addition, our Restated Certificate of
Incorporation and Second Amended and Restated Bylaws provide indemnity for our current or former officers and directors against all liabilities and costs of
defending an action or suit in which they were involved by reason of their positions with us. However, we cannot indemnify any person if a court finds that the
person did not act in good faith. Our Second Amended and Restated Bylaws also provide that we may purchase insurance to protect any director, officer,
employee or agent against any liability. We have entered into separate indemnification agreements with each of our directors and executive officers, whereby we
have agreed, among other things, to indemnify them to the fullest extent permitted by the Delaware General Corporation Law, subject to specified limitations,
against certain liabilities actually incurred by them in any proceeding in which they are a party that may arise by reason of their status as directors, officers,
employees or agents or may arise by reason of their serving as such at our request for another entity and to advance their expenses incurred as a result of any
proceeding against them as to which they could be indemnified. We intend to enter into similar separate indemnification agreements with any directors or officers
who may join us in the future. There is no pending litigation or proceeding involving any of our directors, officers, employees or other agents as to which
indemnification is being sought nor are we aware of any pending or threatened litigation that may result in claims for indemnification.

Insofar as indemnification for liabilities arising under the Securities Act may be permitted to directors, officers or controlling persons pursuant to the
foregoing provisions, we have been informed that in the opinion of the SEC such indemnification is against public policy as expressed in the Securities Act, and
is therefore unenforceable.

WHERE YOU CAN FIND MORE INFORMATION

We are subject to the informational reporting requirements of the Securities Exchange Act of 1934. In accordance with the Exchange Act, we file Annual
Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, Proxy Statements and other information with the Securities and
Exchange Commission. You may read and copy any document that we file at the SEC’s public reference room at 100 F Street, N.E., Washington D.C. 20549. You
can request copies of these documents by contacting the SEC and paying a fee for the copying cost. Please call the SEC at (800) SEC-0330 for further
information on the operation of the public reference rooms. Our SEC filings are also available to the public from the SEC’s website at www.sec.gov.
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INCORPORATION OF CERTAIN INFORMATION BY REFERENCE

We have filed with the SEC a registration statement on Form S-1 under the Securities Act of 1933 covering the shares offered by this prospectus. This
prospectus is part of that registration statement, but as allowed by the SEC’s rules, does not contain all of the information contained in the registration statement
and the exhibits to the registration statement. For further information about us and the common stock offered by this prospectus, we refer you to the registration
statement and its exhibits and schedules, which may be obtained as described above.

The SEC allows us to “incorporate by reference” certain of our publicly-filed documents into this prospectus. This means that information included in those
documents is considered part of this prospectus. The following documents filed with the SEC are incorporated by reference in this prospectus:
 

 •  Our Annual Report on Form 10-K for the year ended December 31, 2006 as filed on May 11, 2007;
 

 •  Our Definitive Proxy Statement on Schedule 14A as filed on May 29, 2007;
 

 
•  Our Quarterly Reports on Form 10-Q for the quarters ended (a) March 31, 2007 as filed on May 15, 2007, (b) June 30, 2007 as filed on July 27, 2007

and (c) September 30, 2007 as filed on October 29, 2007;
 

 
•  Our Current Reports on Form 8-K as filed on the following 2007 dates:

January 9, February 2, February 13, March 1, March 12, March 19, March 26, May 15 (two separate reports filed on this date), May 24, July 27,
August 14 and October 10 (other than the portions of those documents deemed to have been furnished and not to have been filed);

 

 
•  the description of our common stock contained in our Registration Statement on Form 8-A (filed June 30, 2000), including any amendment or report

filed for the purpose of updating such description;
 

 
•  the description of our stock purchase rights contained in our Registration Statement on Form 8-A (filed December 14, 2001), including any

amendment or report filed for the purpose of updating such description; and
 

 
•  the description of the rights, preferences and privileges of our Series A Junior Preferred Stock which are set forth in the Certificate of Designation of

Series A Junior Participating Preferred Stock of Active Power filed with the Secretary of State of Delaware on December 18, 2001 and a form of
which is included as an exhibit to our Form 8-K, filed December 14, 2001.

You may request a copy of the filings incorporated by reference in this prospectus, at no cost, by writing or calling us at: Active Power, Inc., 2128 W.
Braker Lane, BK12, Austin, Texas 78758, Attention: Secretary, (telephone: (512) 836-6464). You can access electronic copies of our Annual Reports on Form 10-
K, Quarterly Reports on Form 10-Q and Current Reports on Form 8-K and all amendments to those reports, free of charge, on our website at
http://www.activepower.com. Access to those electronic filings is available as soon as reasonably practicable after filing with, or furnishing to, the SEC.

We make our website content available for information purposes only. It should not be relied upon for investment purposes, nor is it incorporated
by reference in this prospectus.

Any statement contained in a document incorporated or deemed to be incorporated by reference in this prospectus will be deemed to be modified or
superseded for purposes of this prospectus to the extent that a statement contained in this prospectus or in any other subsequently filed document which also is or
is deemed to be incorporated by reference in this prospectus modifies or supersedes that statement. Any statement that is modified or superseded will not
constitute a part of this prospectus, except as modified or superseded.
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